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HOUSE OF REPRESENTATIVES-Tuesday, July 29, 1997 
The House met at 9 a.m. and was 

called to order by the Speaker pro tem
pore [Mrs. EMERSON]. 

DESIGNATION OF SPEAKER PRO 
TEMPO RE 

The SPEAKER pro tempore laid be
fore the House the following commu
nication from the Speaker: 

WASHINGTON, DC, 
July 29, 1997. 

I hereby designate the Honorable Jo ANN 

EMERSON to act as Speaker pro tempore on 
this day. 

NEWT GINGRICH, 
Speaker of the House of Representatives. 

MORNING HOUR DEBATES 
The SPEAKER pro tempore. Pursu

ant to the order of the House of Janu
ary 21, 1997, the Chair will now recog
nize Members from lists submitted by 
the majority and minority leaders for 
morning· hour debates. The Chair will 
alternate recognition between the par
ties, with each party limited to not to 
exceed 25 minutes, and each Member 
except the majority leader, the minor
ity leader, or the minority whip lim
ited to not to exceed 5 minutes, but in 
no event shall continue beyond 9:50 
a.m. 

The Chair recognizes the gentleman 
from Minnesota [Mr. GUTKNECHT] for 5 
minutes. 

WHAT A DIFFERENCE 4 YEARS 
MAKES 

Mr. GUTKNECHT. Madam Speaker, 
what a difference 4 years has made. If 
we look back just 4 years ago, this Con
gress, under the leadership of the other 
team, was debating the largest tax in
crease in American history. They were 
attempting to dismantle the greatest 
heal th care system the world has ever 
known. Welfare reform was being ig
nored, and the Medicare trust fund was 
moving toward bankruptcy and was 
being· ignored as well. The Congres
sional Budget Office was predicting 
$200 billion deficits for as far as the eye 
could see. What a difference 4 years has 
made. 

Now, we have actually reformed the 
welfare system, and as a net result, 
there are 1.3 million American families 
who were on the welfare rolls who are 
now on payrolls. I have often said that 
the real benefit of the welfare reform 
system that we passed in this Congress 
2 years ago was not that it will save 
money, but it will save people, it will 

save families, and it will save children 
from one more generation of depend
ency and despair. 

What a difference 4 years has made. 
We now have agricultural reform so 
that farmers are starting to farm for 
the market rather than for the Govern
ment. What a difference 4 years has 
made as it relates to taxes and spend
ing. As I say, 4 years ago the Congres
sional Budget Office was telling us that 
we would have $200 billion deficits for 
as far as the eye could see, and today, 
I am happy to report, as a result of 
some tough negotiations and work 
with this President, we are on the 
verge of passing the first balanced 
budget since I was in high school. 

That is great news for the American 
people; it is great news for our future. 
We are reducing the rate of growth in 
Federal spending by half. Some of us 
would say that Federal spending will 
still be going up too much under this 
balanced budget agreement, but the 
good news is, we are balancing the 
budget, we are keeping our promises, 
and we are doing what the American 
people have asked the Congress to do 
for so long. 

What a difference 4 years has made. 
As I said earlier, 4 years ago they were 
debating the largest tax increase in 
American history. Now we are going to 
debate a significant amount of tax re
lief for working families, .and they will 
begin to notice that next year. Every
one who has an income of less than 
$110,000 and has children is going to get 
tax relief, the per child tax credit. It 
will only be $400 next year, but then it 
goes to $500. That is real money for 
real families that will make a real dif
ference in their lives, and it is about 
allowing them to keep more of what 
they earn so that they can spend and 
save it as they see fit. 

There is real tax relief for small busi
ness people and farmers as · well. As a 
matter of fact, perhaps the biggest ben
efactors of the program that was 
agreed to last night by the White 
House and congressional leaders will be 
small business people and farmers. And 
I represent an awful lot of farmers 
back in my district in southeastern 
Minnesota. For example, they will see 
real capital gains tax relief, over a 30-
percent cut over the next 5 years. 
Small business people and farmers un
derstand what capital gains are all 
about, because so many of them live 
poor and die rich,. 

Speaking of death, as a matter of 
fact, this is one other area where I am 
very happy with the agreement that 

was reached between the White House 
and the Congress. The exemption on 
death taxes will be increased imme
diately for small business people and 
farmers, from $600,000 to $1,300,000 per 
person, so that a couple, that husband 
and wife who are working the family 
farm, it is going to mean that they can 
pass that farm along to their kids, and 
that is great news for the American 
people as well. 

One of the other things that I have 
worked on for many years that is good 
news in this tax package that has been 
agreed to is that we will finally have 
100 percent deductibility for health 
care expenses for small business people 
and farmers. That is great news. In 
fact, that may be one of the most im
portant health care reforms this Con
gress has passed in a long time. 

But as we look at all of the things 
that are in this tax package, I think it 
is good news for the American people, 
and I think we will have set the stage 
for long-term economic growth. 

As we look at some of the other ele
ments that are in this package, if par
ents have kids that are going to col
lege, and I speak now as a baby boom
er, and I have one in college, and one 
just finished high school and will be 
going to vocational school next year, 
and I have one in high school. When we 
look at educational expenses particu
larly baby boomer families are having 
right now, there is over 31 billion dol
lars' worth of tax relief for those fami
lies. That is great news. We are going 
to make it easier for those families to 
send those kids on to higher education. 

So as we look at this package, there 
are lots of things in there that I think 
all sides can take credit for. We are 
going to expand the availability of 
heal th care for kids. The Kid Care Pro
gram, $24 billion will be committed to 
that program over the next 5 years. We 
want to say to all children that they 
ought to have the right to get the 
health care that they deserve. 

So this is good news for the Amer
ican people. It is good news for Amer
ican families, and it demonstrates 
what a difference 4 years has made. 

PRESIDENT ALIYEV'S HUMAN 
RIGHTS ABUSES SHOULD NOT BE 
IGNORED 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 21, 1997, the gentleman from New 
Jersey [Mr. PALLONE] is recognized 
during morning hour debates for 5 min
utes. 

OThis symbol represents the time of day .during the House proceedings, e.g., D 1407 is 2:07 p.m. 

Matter set in this typeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor. 
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Mr. PALLONE. Madam Speaker, 
today the President of the Republic of 
Azerbaijan arrives in Washington, and 
during his official visit to our Nation's 
capital, the President of this former 
Soviet r epublic will be honored at the 
White House and will brief Members on 
Capitol Hill. 

Madam Speaker, as an article in this 
Sunday's Washington Post noted, "The 
visiting head of state who will have 
lunch with President Clinton this week 
and stay at Blair House as an honored 
guest has an unusual background: A 
former general in the KGB security 
forces who was dismissed from the Po
litburo for alleged corruption a decade 
ago. " As the article goes on to point 
out, Azerbaijan, this former Soviet re
public on the Caspian Sea has been 
" propelled into the forefront of U.S. in
terests by oil and geography. " 

That is what this is really all about, 
oil interests. While our State Depart
ment has cited serious abuses of human 
rights in Mr. Aliyev's regime, it is 
clear that human rights are a sec
ondary interest. His country's territory 
happens to be sitting on some of the 
world's major oil reserves. U.S. oil 
companies are interested in exploiting 
this resource, so apparently we just 
look the other way about Mr. Aliyev's 
unsavory regime, wine and dine him in 
Washington, and let him stay as an 
honored guest at Blair House at the 
American taxpayers' expense. 

On the eve of Mr. Aliyev 's visit, I 
want to inform our colleagues about 
the type of leader this man is. Presi:. 
dent Aliyev has a long record of human 
rights violations dating back to his 
four decades as an official of the Soviet 
KGB. During the 1960's, he orchestrated 
the depopulation of Armenians from 
their homes in Nakhichevan. As the 
Communist Party leader of Azerbaijan 
during the 1970's, he violently sup
pressed all nationalists and democratic 
dissent. His ardent support for the So
viet invasion of Afghanistan earned 
him a seat on the Soviet Politburo 
under Leonid Brezhnev, where he 
served until removed by Mikhail 
Gorbachev in 1987 for having engaged 
in widespread corruption. Since his re
turn to power through a military coup 
in 1993, President Aliyev has sup
pressed democracy and committed 
widespread violations of human rights, 
which have been documented by the 
State Department. 

Madam Speaker, as I mentioned, I be
lieve that the effort to try to sanitize 
Mr. Aliyev's regime has everything to 
do with oil interests. I have nothing 
against the extraction of Caspian Sea 
oil reserves, but the question that we 
must confront this week is, what price 
do we pay to curry favor with the Azer
baijani Government? Must we court 
this most undemocratic leader on his 
terms? And what price do we pay for 
being so generous to President Aliyev? 

The result of this policy of appease
ment, Madam Speaker and my col-

leagues, is the continued oppression of 
the people of Azerbaijan and the con
tinued threats to the people of Mr. 
Aliyev's neighbors, Armenia and 
Nagorno Karabagh. 

I would hope that this visit would 
offer an opportunity for our President 
and our administration to express 
American concerns about the lack of 
democracy and basic rights and free
dom in Azerbaijan. I would especially 
hope the message could be sent to 
President Aliyev in no uncertain terms 
that Azerbaijan should immediately 
lift its blockades of Armenia and 
Nagorno Karabagh. 

Finally, I would hope that President 
Clinton would stress to President 
Aliyev American support for a freely 
negotiated settlement of the Nagorno 
Karabagh conflict that recognizes the 
self-determination within secure bor
ders of the people of Nagorno 
Karabagh. 

I am circulating a letter along with 
my colleague, the gentleman from Illi
nois [Mr. PORTER] to President Clinton 
expressing our concerns about the visit 
of President Aliyev, and I hope that we 
can make something positive come out 
of this visit by President Aliyev. 

Also this evening, Madam Speaker, I 
will be participating in a demonstra
tion across from the Willard Hotel here 
in Washington to protest Mr. Aliyev's 
visit. The demonstration is being orga
nized by the Armenian National Com
mittee of America with the support of 
the Armenian Assembly of America 
and the entire Armenian community. 
There will be other demonstrations co
inciding with President Aliyev's visit. I 
urge Members to support and partici
pate in these demonstrations. 

Although President Aliyev is prob
ably not familiar with the right to free 
assembly and free expression, he should 
know that this is how we do things in 
a democracy. He must not mistake the 
red carpet treatment he is getting in 
official Washington as a signal of ap
proval by the American people for his 
policies of aggression toward his neigh
bors and oppression of his own people. 

Unfortunately, Madam Speaker, I am 
afraid that the direction in which 
United States policy is headed in the 
Caucasus region does not bode well for 
the outcome that we seek. The United 
States is in a unique position to be able 
to bring about a fair settlement of the 
Nagorno Karabagh situation and to 
help promote the long-term security 
and economic development of the re
gion, but that is not the way things are 
going. The United States, along with 
France and Russia, is the cochair of 
the Minsk Group, and I believe that we 
should maintain our neutrality while 
exerting strong leadership to bring the 
parties together. 

I am working with my colleagues to 
bring an official from the administra
tion, the State Department, to come up 
to the Hill to bring us up to date on the 

status of negotiations in Nagorno , and 
for us to impress upon them the impor
tance we attach to protecting the self
determination of the peopl_e of 
Karabagh. 

Madam Speaker, Azerbaijan has some 
pretty powerful allies in its corner, in
cluding former top administration offi
cials from both parties. We have to 
fight to make sure that the concerns of 
the people of Nagorno Karabagh are 
met here in the Congress and here in 
Washington. 

I am working with my colleagues to bring an 
official from the administration, the State De
partment, to come up to the Hill to bring us up 
to date on the status of negotiations and for 
us to impress upon them the importance we 
attach to protecting the self-determination of 
the people of Karabagh. 

You know, Mr. Speaker, Azerbaijan has 
some pretty powerful allies in its corner, in
cluding former top administration officials from 
both parties. This was documented in a recent 
front-page story in the Washington Post. This 
effort, this big-money influence, is being driven 
by oil money-the Caspian Sea basin off 
Azerbaijan has some of the richest oil re
serves in the world, and many U.S. oil compa
nies are interested in getting into this region. 

But, Mr. Speaker, the big problem that many 
of us have is that the oil companies, and the 
former top U.S. Government officials working 
for those interests, are essentially lobbying for 
U.S. foreign policy to ignore the unacceptable 
behavior of Azerbaijan in order to curry favor 
with the regime and gain access to the oil re
serves. 

I'm also concerned that the visit to Wash
ington by President Aliyev, at this critical stage 
in the Karabagh negotiations, threatens to 
harm the peace process by undermining con
fidence in the role of the United States as an 
impartial mediator. Section 907 is a provision 
of the Freedom Support Act of 1992 which 
prohibits direct U.S. Government Aid to Azer
baijan because of the Azeri blockade of 
Ameria and Nagorno Karabagh. The adminis
tration's advocacy against Section 907, further 
reinforces the Azerbaijani perception that the 
United States, since the most recent OSCE 
summit in Lisbon, has tilted toward Azerbaijan. 

The visit by President Aliyev could serve to 
encourage Azerbaijan to further harden its ne
gotiating stance. This encouragement is par
ticularly dangerous given President Aliyev's 
pattern of unacceptable behavior, including his 
use of oil as a weapon against Armenia and 
Nagorno Karabagh, his blockades of Armenia 
and Nagorno Karabagh, his rapidly expanding 
military capabilities, his threats of force and in
timidation tactics, and his refusal to negotiate 
directly with the democratically elected rep
resentatives of Nagorno Karabagh. 

Mr. Speaker, I urge my colleagues in joining 
Mr. PORTER and me in letting President Clin
ton know of our concerns about his upcoming 
meeting with President Aliyev and to push our 
State Department toward a fair solution to the 
very difficult Nagorno Karabagh conflict. 
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EXCITING TAX CUTS FOR 

AMERICANS 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 21, 1997, the gentleman from New 
York [Mr. SOLOMON] is recognized dur
ing morning hour debates for 5 min
utes. 

Mr. SOLOMON. Madam Speaker, 
what a difference 4 years makes. Four 
years ago, this Congress was raising 
taxes on the American people, they 
were increasing spending, they were 
bankrupting Medicare, they were try
ing to socialize medicine, and they 
were expanding welfare. What a dif
ference 4 years makes. 

What is going to happen in the next 
2 days is so exciting, because in the 
next 2 days we are going to cut taxes 
for every single working American in 
this country. What a difference 4 years 
makes. We will cut spending; we will 
get a handle on many of these entitle
ment programs that have been running 
rampant; we will save Medicare from 
bankruptcy; and, more than that, 
Madam Speaker, we will stay on that 
glide path to a balanced budget, which 
is going to mean there is going to be a 
country, this United States, for my 
children and my five grandchildren, six 
grandchildren, excuse me, we just had 
another one, and that is what is so ex
citing about it, because we have been 
able to come together with the White 
House, with the Senate, and with this 
body and do what the American people 
finally want us to do. I am just so ex
cited, I can hardly stand it. Let us get 
on to it. In the next 48 hours, we are 
going to do exactly what I have just 
outlined. 

DEMOCRATS STAND FIRM FOR 
FAIR TAX TREATMENT 

The SPEAKER pro tempore. Under 
the Speaker's announced policy of Jan
uary 21, 1997, the gentlewoman from 
Texas [Ms. JACKSON-LEE] is recognized 
during morning hour debates for 5 min
utes. 

Ms. JACKSON-LEE of Texas. Madam 
Speaker, it is particularly appropriate 
to have the gentlewoman from Mis
souri [Mrs. EMERSON] this morning pre
siding over these Chambers, because I 
believe that this tax bill reflects those 
individuals of goodwill who have 
worked so very hard to ensure that 
America's working women realize tax 
relief. 

Let me just simply talk about credit. 
This is not about who did what, but as 
long as we are in the credit column, let 
me emphasize where the work was real
ly done. 

I am proud of this tax relief plan be
cause it goes to the core of what Amer
ica stands for: Our children. As the 
chairperson of the Congressional Chil
dren's Caucus, I can assure my col
leagues of the hard work that the 
Democrats persisted on to ensure that 

$24 billion, $24 billion, a plan that was 
not in the initial Republican offering 
of tax relief, will now be given for chil
dren who are uninsured, $24 billion. 

Actually, we do not even know how 
many dollars will be saved by providing 
children who are uninsured some $10 
million plus with preventative care for 
working families who do not have the 
option of insuring their children 
through their work. Madam Speaker, 
$24 billion. 

Then there is a story that I think 
needs to be told, and that is one that I 
am. not going to hide. There is no ac
tual evidence whatsoever that showed 
that the Republican plan was going to 
give any consideration to families 
making under $50,000 a year, none 
whatsoever, none, absolutely none, 
until the Democrats persisted time 
after time after time after time. 

I am gratified that when the Repub
licans started with their 3.9 million 
families, resulting in 5.5 million that 
were going to get the $500 a year tax 
credit, Democrats again, time after 
time after time, in negotiations and on 
the floor of the House, refused to com
promise. What do we have now? Cov
erage of 8.7 families and 13 million chil
dren will receive the benefit of the $500 
a year tax credit. I do not know about 
my colleagues, but that is one thing 
that we are not going to step away 
from. 

Is this a balanced tax plan? It has its 
ups and downs, but it does respond to 
working men and women, the school
teacher, the bus driver, the rookie po
lice officer, many of the folk who are 
not able to get to the U.S. Congress 
and even sit in these august bodies or 
even sit in the gallery and watch as we 
debate this issue, individuals who may 
not have had a vacation in the last 10 
years or 5 years, individuals who did 
not get benefits from their work, but 
they paid payroll taxes. And that was 
the accusation that was being made by 
our Republican friends, that they were 
on welfare because they did not pay tax 
or they got the earned income tax cred
it, which we all know they had to pay 
for. 

I am proud of what the Democrats 
have done in this now tax relief, that is 
truly one that responds to all Ameri
cans. 

Welfare to work? Yes, we passed the 
welfare bill. I happen to have voted for 
one that had more meaning than what 
we ultimately passed. Right now in our 
cities, we are seeing people cut off with 
nowhere to go, but we insisted, as 
Democrats, to provide $3 billion for a 
real welfare-to-work program, a pro
gram that would be governed by our 
cities and also the Department of 
Labor who believes in increasing and 
encouraging work. This will give real 
meaning to welfare to work, moving 
young mothers and young families that 
heretofore did not have training into 
training and provide them with jobs. 

What is the sense of moving people 
off of welfare when companies around 
the Nation will not hire them because 
they have no work experience or they 
have had no training? Democrats who 
have been down in the trenches with 
these individuals who represent these 
urban centers and rural communities 
understand and sympathize with what 
it is like to be someone who needs 
something. I am very gratified that it 
was the Democrats who stood here and 
fought to ensure that we had the kind 
of plan that we could stand up and be 
proud of. 

Let me say this for those who have 
small family farms and small busi
nesses, many of whom spoke to me in 
my district. There is nothing I am 
going to be ashamed about there as 
well, because Democrats forced the $1.l 
billion, forced it to occur in a sooner 
period of time in terms of relief for es
tate and small business farmers in 
order to ensure that they were included 
in the loop. 

Yes, there are capital gains taxes, 
and I am going to be watching to see 
how that drives the economy, because 
in fact the 1993 budget bill and tax bill 
is the one that made this economy 
what it was, and that was under a 
President that was a Democrat and a 
Congress that was Democrat. We are 
thriving in this economy right now 
today because of the 1993 vote that all 
Democrats took who are here in this 
U.S. Congress. 

We have many things to still fix: Dis
proportionate share in the State of 
Texas, where we have to pay for our 
Medicaid as opposed to other States. 
We must work on that across the 
board. But I can assure my colleagues 
that this tax bill is what it is because 
Democrats stayed in the fight and we 
will continue to fight to make sure 
that this is a tax bill for working 
Americans. 

HEATED DEBATE CONTINUES ON 
NAFTA 

The SPEAKER pro tempore. Under 
the Speaker's announced policy of Jan
uary 21, 1997, the gentleman from Ohio 
[Mr. BROWN] is recognized during morn
ing hour debates for 5 minutes. 

Mr. BROWN of Ohio. Madam Speak
er, as the President prepares to ask 
Congress for fast track negotiating au
thority, heated debate continues on the 
economic effects of the North Amer
ican Free Trade Agreement. There is 
no debate, however, on the serious 
threat that N AFT A poses to food safe
ty in the United States. 

In an effort to increase trade with 
Mexico, NAFTA limits border inspec
tions of food, it allows Mexican trucks 
to enter the United States with limited 
inspection. As a result, NAFTA is di
rectly responsible for a significant in
crease in imports of contaminated 
foods into the United States. 
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These lax inspection procedures con

tributed to a sharp increase in food im
ports from Mexico. Imports of Mexican 
fruit have increased 45 percent, and 
vegetable imports have increased 31 
percent. More than 70 percent of these 
imports are carried into the United 
States by truck. 

As the General Accounting Office re
cently documented, these trucks, many 
of which have been identified as dan
gerous themselves, pass through the 
border uninspected, bringing increasing 
amounts of food tainted with diseases 
and unhealthy pesticides. In fact, the 
GAO found that over 99 percent of 
Mexican trucks coming into the United 
States were never inspected, and of 
those that were inspected, almost half 
of them were found to be unsafe. 

We were alarmed earlier this year 
when 179 Michigan schoolchildren con
tracted hepatitis after eating tainted 
Mexican strawberries. In order to pre
vent similar incidents in the future, 
the United States should, first, renego
tiate the provisions in NAFTA which 
relate to border inspections and food 
safety and ensure that any future re
quests for fast track authority include 
strong food safety protections; second, 
increase the funding for border inspec
tions or, alternatively, limit the in
creasing rate of food imports to ensure 
the safety of our food supply in this 
country so what happened in Michigan 
does not happen in other States across 
the country; and third, begin an ag
gressive program to label all food
stuffs, including fresh and frozen fruits , 
vegetables, and meats with their coun
try of origin. 

We must work with the President to 
address these serious deficiencies in 
our trade policy and to ensure that 
these same mistakes are not made in 
the future. Let us get off the fast track 
for unsafe foods. The health of our fam
ilies is too important to go fast. Let us 
slow down on negotiating fast track. 
Let us slow down and craft trade agree
ments that contain meaningful food 
safety protections. 

Again, remember these numbers: 
More than 99 percent of trucks that 
come into the United States from Mex
ico have never been inspected. Of those 
that are inspected, almost half of them 
have been found to be unsafe, and only 
about 1 percent of food that is coming 
into the United States, fruits and vege
tables, frozen and fresh, are inspected. 
That is what is so important as we de
bate fast track authority in September 
for the coming year. It is important 
that we include those food safety ele
ments in the fast track agreement. 

BIPARTISAN AGREEMENT ON TAX 
RELIEF FOR AMERICANS 

The SPEAKER pro tempore. Under 
the Speaker's announced policy of Jan
uary 21, 1997, the gentleman from Iowa 
[Mr. GANSKE] is recognized during 
morning hour debates for 5 minutes. 

Mr. GANSKE. Madam Speaker, Con
gressmen and women from both sides of 
the aisle are just getting the details on 
the balance-the-budget plan and the 
tax cut plan that has been agreed to by 
the congressional leadership and the 
administration. The details look good, 
and I am happy to see this morning 
that we are getting bipartisan support 
for this tax cut bill and for this spend
ing bill. 

There will be a lot of important 
things in this bill for the average cit
izen in this country. One of the details 
I heard about last night was that we 
will move up the deductibility of our 
health insurance for the self-employed 
to 100 percent. I do not have the details 
to tell over what period of time, wheth
er that will be immediate or not, but I 
know that this is part of the budget. 

As a physician, I have been very 
much concerned about making health 
care more affordable for the average 
citizen, and by making 100 percent of 
one's premium deductible will help 
people afford health insurance. This 
will put an awful lot of people back on 
to health insurance that are not on it 
now. 

One of the other issues that is in the 
tax bill that affects people in my dis
trict, where I have a large farming 
community, is that they will be able to 
income-average over 3 years. People 
who farm know that some years they 
have good years and some years they 
have bad years, but over a period of 
time is how one sets aside funds for 
one's retirement, one 's pension. By 
being able to income-average over 3 
years, one will be able to smooth out 
those bumps and those lows, and I 
think it will be a good thing for farm 
communities and farmers. 

When we look at children's health, 
we are adding a lot more dollars into 
that to enable people to pick up health 
insurance for their children. There will 
be a number of ways for flexibility for 
people and States to implement that 
additional funding. 

People say, well, look, why did we 
not come to this agreement earlier? 
Part of the reason is that a decision 
had to be made on where to find the 
funding. Part of that additional fund
ing comes from an increased tax on to
bacco. I favor that. As a physician, I 
have treated people who smoke who 
have had lung cancer and throat can
cer, mouth cancer. It also increases 
heart disease. Tobacco is not good for 
our health; everyone recognizes that. 
An increase of 10 cents per pack will 
get some additional moneys back into 
the health system, and to help people 
afford heal th insurance I think is the 
right way to go. 

When we look back over the last 4 
years, we have had some immense bat
tles here on the floor, but today and 
last night, as the administration, as 
Congress have come together on a bi
partisan agreement, I think we are get-

ting past that , we are getting on with 
the Nation's business. We are going to 
help save Medicare, we are going to 
provide tax cuts for working families, 
we are going to save Medicare for our 
senior citizens, and I think we are 
going to balance the budget. 

Let us keep our fingers crossed that 
the economy goes well over the next 5 
or 6 years. But by moving toward a bal
anced budget, we are going to help en
sure that the economy does well, and 
by freeing up capital with capital 
gains, we are going to increase jobs and 
help the economy grow. 

Madam Speaker, I think that we 
have made a lot of progress. I think we 
will see the rhetoric lowered on this 
floor, and I think the vast majority of 
people from the House and the Senate 
are going to support this piece of legis
lation, and I am very happy to be a 
Member of Congress today. 

NAFTA HAS FAILED THE 
ENVIRONMENTAL TEST 

The SPEAKER pro tempore. Under 
the Speaker's announced policy of Jan
uary 21, 1997, the. gentleman from Cali
fornia [Mr. FILNER] is recognized dur
ing morning hour debates for 5 min
utes. 

Mr. FILNER. Madam Speaker, I rise 
today to join my colleagues in a discus
sion of NAFTA, the North American 
Free Trade Agreement, because it is of 
significant importance, not only to our 
country, but to my district in par
ticular. 

NAFTA's rationales of the global 
economy, world trade and environ
ment, are really local issues for those 
of us, as I do , that live along the 
United States-Mexico border. I rep
resent part of the city of San Diego; I 
represent a good part of the California
Mexican border; and I will tell my col
leagues that from our observation on 
the scene, NAFTA has failed the envi
ronmental test. NAFTA has failed the 
environmental test. 

The region that I represent includes 
Tijuana, the fastest growing city in 
Mexico, thanks to NAFTA and the 
Maquiladora program. In Tijuana, over 
100,000· people work at approximately 
1,000 of these plants that we call 
maquiladoras. Most of them are United 
States-owned. These factories range 
from low-tech to very-high-tech. They 
produce televisions and VCR's, electric 
components and metals, automotive 
parts, textiles, and furniture. The four 
largest manufacturing sectors exist in 
Tijuana, and these are also the largest 
users of toxic chemicals. 

Having such a large number of indus
tries in a relatively small area poses a 
real threat to residents not only in 
Mexico but on the United States side of 
the border as well. NAFTA supporters 
promised that industrial growth would 
occur throughout Mexico, but in fact 
the majority of growth continues to be 
concentrated along our border. 
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In 1993, before N AFT A was passed, I 

had the opportunity to tour Tijuana, 
along with several of my congressional 
colleagues. We visited abandoned lead 
smelters, new industrial parks, and 
nearby residential areas. We witnessed 
the very poor environmental health 
conditions that existed at that time. 
Many of us, including myself, fought 
hard to ensure that NAFTA included 
detailed strategies to improve the envi
ronmental and labor conditions faced 
by people who lived along the border 
region. 

However, despite the side agreements 
and the mechanisms which were prom
ised to solve these issues, the situation 
has simply not improved. Industry con
tinues to grow in areas with little or 
no infrastructure to support the envi
ronmental health and safety needs of 
the working people and the residents in 
these areas. 

Just a few weeks ago, Madam Speak
er, there was a tremendous hazardous 
waste fire in Tijuana, an unfortunate 
example of the many environmental 
hazards which NAFTA did not address. 
That fire, at a United States-owned 
plant called Pacific Treatment, which 
is a transfer station for hazardous in
dustrial waste, ignited a mixture of 
chemical substances. Firebombs ex
ploded over the neighboring residential 
areas and factories adjacent to what we 
call the Otay Mesa Industrial Park. 
Not only did the Pacific Treatment fa
cility lack the necessary emergency 
systems, such as sprinklers, but the en
tire industrial park, filled with manu
facturing and chemical storage plants, 
contained not one fire hydrant. 

This industrial park is located only a 
few miles south of the United States
Mexico border. Over 200 tons · of haz
ardous waste burned in the blaze, in
cluding organic solvent such as tol
uene, acetone, paint dust, and xylene, 
just to name a few. The blaze released 
a dark cloud of toxic fumes that blew 
directly in the residential neighbor
hood less than 300 yards away. 

Nearby residents complained of 
strong odors during the fire, and in the 
days that followed, they reported head
aches, vomiting, eye and skin irrita
tion. We all know that exposure to the 
chemicals released can lead to long
term health repercussions ranging 
from reproductive problems to damage 
of internal organs and the nervous sys
tem. 

The Tijuana Emergency Response 
Team was also put at risk by their dire 
shortage of equipment and inadequate 
preparation. They arrived on the scene 
with only 44 breathing apparatuses for 
200 fire fighters. As a result, 50 fire
fighters suffered from smoke inhala
tion and 5 were hospitalized. 

No one should be surprised by this 
calamity. We are only lucky it was not 
worse. There are many changes that we 
need to make to protect both the 
United States and Mexican sides of the 

border. NAFTA must be revisited to 
address these environmental issues. 
NAFTA should not be expanded with
out first making sure that adequate in
frastructure is in place to handle the 
resulting industrial growth. NAFTA's 
environmental side agreements should 
be brought back to the table and 
amended to include such items as, No. 
1, that the United States and Mexico 
must create a truly effective system to 
track hazardous materials and waste 
from beginning to end, providing free
dom of access to both countries' data. 

Madam Speaker, I include for the 
RECORD my remaining recommenda
tions and look forward to a further dis
cussion of the issues of N AFT A. 
NAFTA has failed the environmental 
test. 

The United States and Mexico must create 
a truly effective system to track hazardous 
materials and waste from beginning to end, 
providing freedom of access to both countries' 
data so that industry is more accountable and 
people are aware of the hazardous materials 
in their neighborhoods; the current 
HAZTRAKS system fails to meet these re
quirements. 

We must also create a binational emer
gency response system so when disasters 
such as the pacific Treatment fire occur, the 
impact of dangerous chemicals can be miti
gated. 

The binational efforts currently in place, 
such as the Border XXI Program, have had no 
real impact on the border region. Let's not 
continue to just study the problems, but in
stead let's take action. The money currently 
spent on Border XXI studies and conferences 
should be spent on cleaning up known con
taminated sites and preventing new disasters. 

Mr. Speaker, the environmental, health and 
safety problems that existed before NAFT A 
have not gone away. In fact, many of the con
ditions we witnessed three years ago have 
worsened. More people are at risk, more peo
ple are suffering the effects of industrialization 
without an adequate infrastructure. That is 
why we must not expand NAFTA. We must 
solve the very real health and safety problems 
that exist along the United States-Mexico bor
der before we consider expansion of this trade 
policy. 

NAFTA IS COSTING AMERICA TOO 
MUCH 

The SPEAKER pro tempore. Under 
the Speaker's announced policy of Jan
uary 21, 1997 the gentleman from Ohio 
[Mr. KUCINICH] is recognized during 
morning hour debates for 5 minutes. 

Mr. KUCINICH. Madam Speaker, the 
news from the latest assessment of 
NAFTA's effects is bad. They reported 
bad news for northern Ohio, where I 
represent the west side of the city of 
Cleveland and the surrounding suburbs. 
The story there is repeated around the 
country's auto-dependent regions. 

The latest report reveals that United 
States exports to Mexico are incon
sequential. Mexico is not the consumer 
market the NAFTA cheerleaders prom-

ised that it would be. Mexico has been 
increasingly an export platform for ve
hicles sold in the United States. United 
States auto imports from Mexico are 
more than 10 times the value of United 
States exports to Mexico. The United 
States auto trade deficit has grown 
since NAFTA by about 400 percent, 
$14.6 billion from $3.6 billion. 

The report is silent about jobs lost to 
Mexico. The report's authors claim 
that they can only estimate the num
ber of jobs gained in the United States 
through exports but they cannot esti
mate the number of jobs lost due to in
creased imports. Well, that defies com
mon sense. The Department of Labor's 
own figures of jobs lost due to NAFTA 
estimate over 120,000 jobs lost. Respect
able academic estimates of jobs lost 
due to NAFTA put the number of jobs 
lost at about 420,000. The report can es
timate only 90,000 to 160,000 jobs sup
ported by NAFTA-associated exports to 
Mexico. 

What the assessment did not say is 
how NAFTA has affected the American 
worker and the American way of life. 
The bad news is that NAFTA has cost 
the American people jobs, it has cost 
American families their stability, 
N AFT A has cost American people their 
homes, NAFTA has cost people health 
care benefits, and NAFTA has cost 
American parents an ability to help 
provide a college education for their 
children. 

The report does not address the fact 
that NAFTA has made a big impact on 
the American workplace. NAFTA has 
strengthened employers' hands to take 
back wages and to crush collective bar
gaining in the United States. Accord
ing to a Cornell University researcher, 
manufacturing and transportation 
firms have threatened to close the 
plant 62 percent of the time workers 
are either trying to form a union or 
trying to negotiate a new contract 
once they have a union. 

Let me give a case in point. NTN 
Brower in Macomb, IL, used threats to 
scare workers. The company circulated 
a leaflet with the headline: "With the 
UAW, your jobs may go south for more 
than the winter." Now, against a map 
of the United States, a large arrow 
pointed south to Mexico, and it reads: 
''There are Mexicans willing to do your 
jobs for $3 to $4 an hour. Free trade 
treaty allows" this. This is right from 
the literature that was passed out in 
the plant. 

Let me give another case in point: 
ITT Automotive in Michigan, where 
the company parked 13 flatbed trailers 
loaded with shrink-wrapped production 
equipment in front of the plant for the 
duration of a union organizing drive. 
The trucks had these large signs posted 
which said, " Mexico Transfer Job." 

So it is clear that people are making 
threats against workers ever time 
workers try to claim their rights. 

The report makes no mention of 
health hazards or food hazards of the 
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transporter trucking problem. NAFTA 
opened the floodgates to tainted food 
from Mexico. U.S. border inspectors are 
absolutely overwhelmed. Fewer than 1 
percent of the 3.3 million trucks enter
ing the United States each year are in
spected. In about 6 weeks, Madam 
Speaker, this Congress will be deciding 
whether to spread NAFTA's poor per
formance over the entire hemisphere. 

This is the meaning of the fast track 
vote. What we know about NAFTA's 
first 3 years does not justify spreading 
it throughout the hemisphere. As re
cently as March 18, 1997, a top official 
at the U.S. Trade Representative 's Of
fice said in a debate with me on na
tional television that they could back 
up job growth estimates with specific 
companies, specific cities and towns 
where the growth has occurred, but 
they have not. 

I think supporters of N AFT A should 
go back to the drawing board and re
port accurately and fully the effects of 
NAFTA. Congress should not give the 
President special fast track authority 
to expand NAFTA. We should look for 
ways to protect the American worker, 
protect American jobs, and assure that 
our economy will have the ability to 
prepare America for the new century. 

. RECESS 
The SPEAKER pro tempore. Pursu

ant to clause 12 of rule I, the Chair de
clares the House in recess until 10 a.m. 

Accordingly (at 9 o'clock and 38 min
utes a.m.) , the House stood in recess 
until 10 a .m. 

D 1000 
AFTER RECESS 

The recess having expired, the House 
was called to order by the Speaker pro 
tempore (Ms. PRYCE of Ohio) at 10 a.m. 

PRAYER 
The Chaplain, Reverend James David 

Ford, D.D. , offered the following pray
er: 

We know, 0 God, that the lives of 
people are filled with all the emotions 
of the human heart, from the joy and 
gladness of love and peace to the dis
appointments and frustrations that 
cloud the day and trouble the soul. 
Yet, 0 gracious God, whatever our 
mood or whatever our situation in life, 
You are constant in Your grace and 
faithful in Your promises. For these 
gifts and all the confidence You bring 
to us and to all people , we offer these 
words of thanksgiving and gratitude. 
In Your name we pray. Amen. 

THE JOURNAL 
The SPEAKER pro tempore. The 

Chair has examined the Journal of the 
last day 's proceedings and announces 
to the House his approval thereof. 

Pursuant to clause 1, rule I, the Jour
nal stands approved. 

PLEDGE OF ALLEGIANCE 
The SPEAKER pro tempore. Will the 

gentleman from Arizona [Mr. SALMON] 
come forward and lead the House in the 
Pledge of Allegiance. 

Mr. SALMON led the Pledge of Alle
giance as follows : 

I pledge allegiance to the Flag· of the 
United States of America, and to the Repub
lic for which it stands, one nation under God, 
indivisible, with liberty and justice for all. 

MESSAGE FROM THE SENATE 
A message from the Senate by Ms. 

McDevitt, one of its clerks, announced 
that the Senate had passed with an 
amendment in which the concurrence 
of the House is requested, a bill of the 
House of the following title: 

H.R. 2203. An act making appropriations 
for energy and water development for the fis
cal year ending September 30, 1998, and for 
other purposes. 

The message also announced that the 
Senate insists upon its amendment to 
the bill (H.R. 2203) " An Act making ap
propriations for energy and water de
velopment for the fiscal year ending 
September 30, 1998, and for other pur
poses, " requests a conference with the 
House on the disagreeing votes of the 
two Houses thereon, and appoints Mr. 
DOMENIC!, Mr. COCHRAN, Mr. GORTON, 
Mr. MCCONNELL, Mr. BENNETT, Mr. 
BURNS, Mr. CRAIG, Mr. STEVENS, Mr. 
REID, Mr. BYRD, Mr. HOLLINGS, Mrs. 
MURRAY, Mr. KOHL, and Mr. DORGAN, to 
be the conferees on the part of the Sen
ate. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore. The 
Chair will entertain fifteen 1-minutes 
from each side. 

LANDMARK OCCASION 
(Mr. GIBBONS asked and was given 

permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. GIBBONS. Madam Speaker, this 
is the dawn of good news for the hard
working taxpaying Americans. 

Madam Speaker, I rise today to com
mend the budget team, the negotiators 
from both sides of the aisle , both Dem
ocrat and Republican, for reaching a 
tentative budget agreement. As is the 
case with all compromise, the nego
tiated tax package does not contain ev
erything or every provision that I 
would like. It does , however, contain 
many provisions that will dramatically 
improve the lives of hard-working men 
and women throughout this country. 

Starting next year, the death tax ex
emption will jump to 1.3 million for 

small businesses and family farms , 
making it easier for parents to pass the 
family business onto their children. 
Most importantly, Madam Speaker, 
this budget agreement exemplifies the 
Republican message that working men 
and women in America should be al
lowed to keep more of their hard
earned money to spend as they see fit. 
This is 'a landmark occasion, and I urge 
my colleagues to support it, the tax re
lief bill tomorrow, when it comes to 
the floor. 

DEMOCRATS CAN BE PROUD 
(Mr. PALLONE asked and was given 

permission to address the House for 1 
minute .) 

Mr. PALLONE. Madam Speaker, I am 
proud of the role the Democrats took 
in this budget deal to guarantee that 
working families got their fair share of 
the tax cuts. While the Republicans 
were fighting for Wall Street, the cap
ital gains or estate tax breaks, Demo
crats were fighting for Main Street, the 
education and child tax credits. We 
wanted to make sure that the edu
cation and child tax credits went to all 
working Americans, including those 
with incomes less than $30,000, who the 
Republicans wanted to cut out of the 
child tax credit. 

Democrats also fought the battle and 
won to provide heal th insurance to the 
majority of the Nation's 10 million un
insured children. President Clinton 
wisely insisted on an increase in the 
tobacco tax to provide a larger 
amount, $24 million to insure kids; and 
Democrats in the House, including our 
health care task force, pushed to close 
loopholes so the money could not be si
phoned away for other purposes and 
would provide an adequate benefit 
package. 

Madam Speaker, we still have to 
look at the details before we crow too 
much, but the general outlines of the 
agreement show that Democrats can be 
proud of th.eir fight to stand up for the 
interests of working families . 

COACH RON POLK 
(Mr. PICKERING asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. PICKERING. Madam Speaker, I 
rise today to take notice of a very spe
cial man, Coach Ron Polk. He served as 
the head baseball coach at Mississippi 
State University for 20 years , where he 
led his Bulldogs to the college world se
ries five times. 

Coach Polk has compiled an incred
ible record at Mississippi State with a 
record 888 wins. Last February, he be
came only the 16th coach in college 
baseball history to reach the 1,000 win 
pinnacle. 

He has been selected as the National 
Coach of the Year on two separate oc
casions and coached the U.S. Olympic 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16135 
baseball team three times. Coach Polk 
has taught and coached 18 all-Ameri
cans and 98 players who have gone on 
to the ranks of professional baseball. 

In addition, tonight he is serving as 
the honorary coach of the Republican 
congressional baseball team. We hope 
to have one more victory for his record 
tonight. He arrived last night just in 
time for the budget deal to be reached, 
and we hope that that is a good omen 
that, as he comes to town, we do good 
things in Congress for the American 
people and hopefully we will win one 
for him tonight. 

It is with great honor that I recog
nize his achievements. The king of col
lege baseball, he has served Mississippi 
State and college baseball with great 
distinction. 

HOUSE DEMOCRATS FOUGHT FOR 
WORKING FAMILIES 

(Mr. ALLEN asked and was given 
permission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. ALLEN. Madam Speaker, what a 
difference a few weeks can make. The 
tentative agreement to balance the 
budget and cut taxes sure is different, 
and better, than the Republican pro
posals we voted on last month. 

Even last week the other side was de
scribing hard-working, low-income 
Americans as receiving welfare if they 
got a $500 per child tax credit to offset 
their payroll taxes. 

House Democrats fought to ensure 
that they were covered. This is a vic
tory for those working families. 

House Democrats fought for some 
new initiatives to cover some of the 
10.5 million children in this country 
who do not have health insurance. This 
agreement has $24 billion for children's 
heal th care. This is a victory for them. 

Tax credits for education, support for 
families, cutting capital gains taxes for 
home sellers and investors, this is a 
victory for fairness and the American 
people. 

We still need to see the revenue pro
jections to be sure that this agreement 
is fiscally sound, but it is much fairer 
than the Republican proposals this 
House passed in June. This is a victory 
for all of us. 

USE OF GOATS AT MILLS 
COLLEGE 

(Mr. BALLENGER asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) · 

Mr. BALLENGER. Madam Speaker, 
the Teamsters Union recently accused 
Mills College in Oakland, CA, of vio
lating its union contract by hiring 500 
goats to clear brush from college prop
erty rather than using unionized main
tenance workers. According to press 
accounts, in filing a grievance against 

the school, the local Teamster boss 
suggested that the college should re
quire the 500 goats to become union 
members. 

Madam Speaker, I do not want to 
make the Teamsters a scapegoat in 
this saga, but we know how John 
Sweeney, the ultimate union boss in 
Washington, plans to make good on his 
promise to increase union membership 
through renewed emphasis on orga
nizing. By golly, if you cannot con
vince real live human beings to join 
your local neighborhood union, let us 
sign up some farm animals. 

Madam Speaker, I would caution, 
however, that this scheme might have 
its share of problems. For one, the Su
preme Court's Beck decision says that 
workers have the right to object to the 
payment of union dues not used for col
lective bargaining purposes. No matter 
how this caper finally gets resolved, 
Madam Speaker, I wish to urge Mills 
College to stand their ground and not 
let the Teamsters get their goats. 

CHARLIE TRIE 
(Mr. TRAFICANT asked and was 

g·i ven permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. TRAFICANT. Madam Speaker, if 
you thought John Huang was some
thing, get a load of Charlie Trie. This 
Little Rock restaurant owner, who has 
suddenly mysteriously disappeared, did 
not mess around. Charlie Trie went 
right to the Bank of China; $1 million 
was wired from the Bank of China, di
rectly to Charlie Trie 's bank account 
that happened to end up in the Demo
crat National Committee. 

Let us tell it like it is. When money 
from the Bank of China ends up in a 
Presidential campaign, it is not about 
fundraising anymore, Madam Speaker, 
it is destroying our national security. 
Truth is, when it comes to power poli
tics, Chinese money literally grows on 
trees. Beam me up, Madam Speaker. 
There should be more investigation 
into this Chinese money business. 

REPUBLICANS STICK BY THEIR 
GUNS 

(Mr. SCARBOROUGH asked and was 
given permission to address the House 
for 1 minute.) 

Mr. SCARBOROUGH. Madam Speak
er, 4 years ago the Democrats in this 
Congress passed the largest tax hike in 
U.S. history. They told us that tax re
lief for middle-class Americans was out 
of the question. That is why every Re
publican voted against their budget. 

Three years ago, Democrats opposed 
the balanced budget amendment and 
the balanced budget in 7 years. They 
said it would wreck the economy. Yet 
our budget is going to balance in the 
next few years. Two years ago, Demo
crats spent millions and millions of 

dollars attacking the Republicans for 
trying to save Medicare. Keep it alive 
for another generation. Today, they 
signed onto our plan to save Medicare. 
We will not even spend a cent against 
them demagoguing. 

This past year, we were told time and 
time again by liberals that tax cuts 
were out of the question. Well, we 
stuck by our guns and because of it the 
American people will have the first tax 
relief plan in 18 years. 

Madam Speaker, I am proud we stuck 
by our guns, I am glad we stuck with 
our fight. I am glad that the American 
people will be the beneficiaries of the 
Republican Party standing up for what 
is best for them. 

BEN HOGAN 
(Mr. FROST asked and was given per

mission to address the House for 1 
minute and to revise and extend his re
marks.) 

Mr. FROST. Madam Speaker, today 
Fort Worth, TX, says goodbye to one of 
its own, golf legend Ben Hogan. As a 
youngster growing uP in Forth Worth 
in the 1950's, I realized Ben Hogan was 
something special. He was spoken 
about with reverence in our city. 

Only later, when I tried with little 
success to play golf, did I realize how 
very special he was. 

One of the greatest golfers to ever 
play the game, Ben Hogan began his 
career as a caddie at the Glen Garden 
Country Club in Forth Worth when he 
was 11 years old. When he was 16, his 
mother urged him to do something 
more productive with his life. 

Ben, displaying the determination 
that would characterize his play later, 
responded by saying, Mama, some day I 
am going to be the greatest golfer in 
the world. Ben Hogan won nine. major 
tournaments and in 1953 won the U.S. 
Open, the Masters, and the British 
Open in the same year, something no 
other golfer has ever done. All told, he 
won 63 tournaments and displayed a 
quiet dedication and grace that were 
the envy of everyone who ever played 
the game. 

Now the starter at the Celestial Golf 
Club has called Ben Hogan to the first 
tee for his next round. I expect that 
Ben will master that course as well. 

AMERICAN PEOPLE ARE THE 
TRUE WINNERS 

(Mr. SALMON asked and was given 
permission to address the House for 1 
minute.) 

Mr. SALMON. Madam Speaker, what 
a pleasure it is to be here today. This 
year has been a very emotional roller 
coaster for me. I have had my highs 
and lows. I have been called irreverent. 
I have been called a rebel. I have been 
called an agitator. I had an epiphany 
along . the way just a few days ago. As 
bad as things seem to get sometimes 
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and as slow as things really change, it 
could have been worse . 

I could have been here when the 
other party was in charge. I could have 
been here when deficits were spiraling. 
I could have been here when tax cuts 
not only would never even make it out 
of committee, they would never even 
see the light of day. 

Today, we are passing a substantial 
tax cut, something that the Democrats 
have chided and fought against for 
years and years and years because they 
believe in government. We believe in 
people. 

Today, the American people are the 
true winners. In spite of the fact that 
change still does not come fast enough, 
here we are. And there is a major 
change in Washington. Government is 
shrinking and the American people are 
truly the victors. 

BUSINESS AS USUAL 
(Mr. DEFAZIO asked and was given 

permission to address the House for 1 
minute.) 

Mr. DEFAZIO. Madam Speaker, we 
have got the great bipartisan budget 
deal , a balanced budget with generous 
tax cuts. If it seems too good to be 
true, do you know what? It is. 

This is not a new day in Washington, 
DC. This is business as usual. Cutting 
up a fat hog, made wildly optimistic 
assumptions about the economy and 
revenues , cut social programs a little. 
Do not take a penny out of the Pen
tagon and give a host of generous tax 
cuts slanted toward the most wealthy 
in America and the largest corpora
tions. A deal written behind closed 
doors announced last night; no written 
copies available to Members of Con
gress, nothing available for review, but 
it will be voted on tomorrow night, 
just to be certain that no one knows 
the details before the details leak out 
and it begins to stink like the Potomac 
in August. 

D 1015 

TRIBUTE TO HAP BAKER 
(Mr. BARTLETT of Maryland asked 

and was given permission to address 
the House for 1 minute and to revise 
and extend his remarks. ) 

Mr. BARTLETT of Maryland. Madam 
Speaker, yesterday in Carroll County, 
MD, we laid to rest a great American, 
Hap Baker. Hap was the inventor of the 
guidance system for the Patriot mis
sile. He was proud of that. But he was 
probably proudest of this little button 
which he was never without for the 
past several years: " Politically incor
rect, and proud of it. '' 

Hap felt that he was politically in
correct because he had an undying 
commitment to the great principles of 
limited government and individual 
rights set forth in the Constitution. 

Hap was aghast that a profligate Con
gress passes law after law and never 
questions the constitutional authority. 
He was particularly supportive of sec
ond amendment rights. 

But first and foremost , he was a con
servationist. Hap understood that even 
in a perfect world, the Lord asked 
Adam and Eve to dress and keep the 
garden, and Hap wanted to help. We 
miss you Hap, and we will not forget 
you and what you stood for: " Politi
cally incorrect, and proud of it. " God 
bless. 

BALANCED BUDGET AND TAX 
AGREEMENT 

(Mr. ROEMER asked and was given 
permission to address the House for 1 
minute.) 

Mr. ROEMER. Madam Speaker, I rise 
in strong support of the bipartisan bal
anced budget and tax agreement. This 
proposal achieves two long-sought
after objectives. One, it will balance 
the budget in a fair and equitable man
ner. And, second, it creates new pro
grams for children's health, education, 
and modest tax relief for hard-working 
Americans. 

Now, with this recently-agreed-to 
budget proposal, we have $24 billion for 
children, we have tax relief for small 
farmers, small businesses and, yes , low
income people at $25,000 a year; we 
have educational help for people in col
lege. 

Madam Speaker, this permanently 
rejects the tax-and-spend label on 
Democrats. And, yes, it will continue 
to say the Democrats come up with 
new ideas that work effectively for 
hard-working people in America. 

AMERICAN PEOPLE ARE WINNERS 
IN BALANCED BUDGET AGREE
MENT 
(Mr. BOEHNER asked and was given 

permission to address the House for 1 
minute.) 

Mr. BOEHNER. Madam Speaker, and 
my colleagues, it is really going to 
happen, the first _ balanced budget in a 
generation, the first tax cut from 
Washington in 16 years, and a program 
to strengthen and preserve Medicare. 

Members from both sides of the poli t
i cal aisle worked together; the White 
House worked with us honestly to 
bring about these achievements. So 
there are a lot of people going to be 
claiming credit today and a lot of peo
ple claiming who the winners really 
are. The real winners in this agreement 
are the American people, the American 
people who sent us here to do their bid
ding and to do their work . 

Over the last 21/2 years , it has not just 
been this balanced budget and this tax 
cut and this preservation of Medicare 
that we have accomplished, it has been 
welfare reform, a generation of politi
cians trying to come to grips with this 

issue , illegal immigration reform, 
heal th care reform, elimination of over 
300 Federal Government programs, sav
ing over $50 billion. 

This Congress continues to do what 
the American people are demanding, a 
smaller, less costly, less intrusive gov
ernment here in Washington, moving 
power back home so Americans can 
make more decisions about their own 
lives. 

IN SUPPORT OF BALANCED 
BUDGET AGREEMENT 

(Ms. ST ABEN OW asked and was 
given permission to address the House 
for 1 minute.) 

Ms. STABENOW. Madam Speaker, it 
is my pleasure today to rise in support 
of the balanced budget agreement that 
we will be voting on later this week. 

Before I entered the House in Janu
ary, we had a Congress that was shut
ting the Government down, not once 
but twice. We now have new faces. We 
now have the President's leadership in 
bringing together people on both sides 
to create a bipartisan agreement. This 
is an agreement that when it first 
came before the House I could not sup
port because it very much gave relief 
to those at the top, hoping that those 
at the middle som_ehow would receive 
it through trickle-down economics. 

But what we have now is very dif
ferent. The efforts, the hard work of 
the last few weeks have made a tre
mendous difference. We now see mid
dle-class families, small businesses, 
family-owned farms receiving the kind 
of relief that we have been fighting for. 
Education is now a top priority; chil
dren's health care for families that 
work but do not have insurance. 

This is a dramatically different pro
posal than the one that passed a few 
weeks ago. The hard work paid off. The 
folks that have been communicating 
their concerns for middle-class Amer
ica have made a difference. 

OVERSEAS PRIVATE INVESTMENT 
CORPORATION 

(Mr. ROYCE asked and was given per
mission to address the House for 1 
minute. ) 

Mr. ROYCE. Madam Speaker, the 
Overseas Private Investment Corpora
tion, known as OPIC, provides loans 
and insurance to corporations oper
ating overseas and at below-market 
cost. It is a subsidy. OPIC competes 
with private banks and insurers, only 
OPIC operates outside of the market, 
with the full faith and credit of the 
American taxpayer behind it. The 
American taxpayers are at risk. 

The Royce-Andrews-Kasich amend
ment, which will come up on Thursday, 
is a modest proposal. It calls for spend
ing no more than $2.0.8 million on this 
program. We are asking that OPIC live 
within the administrative expenses 
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budgeted for it in 1994, when its current 
authorization level was established. 

In this time of corporate downsizing 
and shrinking budgets, is it really so 
much to keep OPIC 's budget from 
growing by $12 million, or 50 percent? I 
do not think so. I urge my colleagues 
to vote " yes" for this amendment on 
Thursday. 

IN SUPPORT OF ROYCE-ANDREWS
KASICH AMENDMENT 

(Mr. JACKSON of Illinois asked and 
was given permission to address the 
House for 1 minute and to revise and 
extend his remarks.) 

Mr. JACKSON of Illinois. Madam 
Speaker, I rise today in support of the 
Royce-Andrews-Kasi ch amendment, 
which is a bipartisan amendment that 
reduces the administrative appropria
tion for the Overseas Private Invest
ment Corporation, OPIC, from $32 mil
lion to $20.8 million. OPIC uses tax
payer money to provide direct loans 
and risk insurance to Fortune 500 com
panies, who in turn are firing American 
workers. 

One year ago, Congress and the Presi
dent put an end to the six-decade floor 
beneath the aid to families with de
pendent children, or AFDC, a minimus 
program justified on the basis of sim
ple humanity and basic morality, yet 
the corporations want to continue 
their AFDC program, Aid For Depend
ent Corporations. With their record 
profits and management salary and 
benefits, they have no such humani
tarian or moral claim. The cost to 
American taxpayers and workers can
not be justified. 

With the destabilizing effects of cor
porate downsizing on American work
ers and their families, we should not be 
providing incentives for America's cor
porate giants to invest abroad, taking 
advantage of low wage cost, lower 
standards, and often exploitative work
ing conditions of Third World countries 
rather than reinvesting and creating 
jobs at home. We need to raise the de
veloping country standards, not lower 
our own in an ever-increasing global 
economy. 

PERSONAL EXPLANATION 
Mr. JENKINS. Mr. Speaker, on June 

24, on rollcall 311, I am recorded as not 
voting. I recall vividly being in the 
Chamber. It was on the agricultural ap
propriations bill. I feel that I voted but 
I was inadvertently not recorded on 
that vote. Had I been recorded on that 
vote, I would have voted " aye. " 

PROVIDING FOR CONSIDERATION 
OF H.R. 2266, DEPARTMENT OF 
DEFENSE APPROPRIATIONS ACT, 
1998 
Mr. GOSS. Mr. Speaker, by direction 

of the Committee on Rules , I call up 

House Resolution 198 and ask for its 
immediate consideration. 

The Clerk read the resolution, as fol
lows: 

H . RES. 198 
Resolved, That at any time after the adop

tion of this resolution the Speaker may, pur
suant to clause l(b) of rule XXIII, declare the 
House resolved into the Committee of the 
Whole House on the state of the Union for 
consideration of the bill (H.R. 2266) making 
appropriations for the Department of De
fense for the fiscal year ending September 30, 
1998, and for other purposes. The first read
ing of the bill shall be dispensed with. Points 
of order against consideration of the bill for 
failure to comply with clause 2(1)(6) of rule 
XI, clause 7 of rule XXI, or section 306 of the 
Congressional Budget Act of 1974 are waived. 
General debate shall be confined to the bill 
and shall not exceed one hour equally di
vided and controlled by the chairman and 
ranking minority member of the Committee 
on Appropriations. After general debate the 
bill shall be considered for amendment under 
the five-minute rule. Points of order against 
provisions in the bill for failure to comply 
with clause 2 or 6 of rule XXI are waived. 
During consideration of the bill for amend
ment, the Chairman of the Committee of the 
Whole may accord priority in recognition on 
the basis of whether the Member offering an 
amendment has caused it to be printed in the 
portion of the Congressional Record des
ignated for that purpose in clause 6 of rule 
XXIII. Amendments so printed shall be con
sidered as read. The Chairman of the Com
mittee of the Whole may: (1) postpone until 
a time during further consideration in the 
Committee of the· Whole a request for a re
corded vote on any amendment; and (2) re-

. duce to five minutes the minimum time for 
electronic voting on any postponed question 
that follows another electronic vote without 
intervening business, provided that the min
imum time for electronic voting on the first 
in any series of questions shall be fifteen 
minutes. At the conclusion of consideration 
of the bill for amendment the Committee 
shall rise and report the bill to the House 
with such amendments as may have been 
adopted. The previous question shall be con
sidered as ordered on the bill and amend
ments thereto to final passage without inter
vening motion except one motion to recom
mit with or without instructions. 

The SPEAKER pro tempo re (Mr. 
COBLE). The gentleman from Florida 
[Mr. Goss] is recognized for 1 hour. 

Mr. GOSS. Mr. Speaker, for purposes 
of debate only, I yield the customary 30 
minutes to the gentleman from Texas 
[Mr. FROST] , pending which I yield my
self such time as I may consume. Dur
ing consideration of this resolution, all 
time yielded is for the purposes of de
bate on this issue only. 

Mr. Speaker, House Resolution 198 is 
an open rule , as is customary for ap
propriations measures. The rule pro
vides for 1 hour of general debate 
equally divided between the chairman 
and ranking minority member of the 
Committee on Appropriations. 

The rule waives points of order 
against consideration of the bill for 
failing to comply with 2(L)(6) of rule 
XI, the 3-day requirement for avail
ability of the report. The rule also 
waives points of order against consider-

ation of the bill for failure to comply 
with clause 7 of rule XXI, the 3-day re
quirement for availability of printed 
hearings on appropriations bills. Given 
the schedule we had have before us and 
the bipartisan manner with which this 
bill has been brought forward to the 
House, I think these waivers are en
tirely reasonable and fair. 

In addition , this rule waives points of 
order under section 306 of the Budg·et 
Act of 1974, which prohibits consider
ation of bills containing matters with
in the jurisdiction of the Committee on 
the Budget. In the Committee on Rules 
we heard no objection from the Com
mittee on the Budget on this point, so 
I do not believe this caused anybody 
any trouble either. 

In addition, Mr. Speaker, the rule 
waives points of order against provi
sions in the bill which do not comply 
with clause 2 of rule XXI, prohibiting 
unauthorized appropriations and legis
lation on general appropriations bills, 
as well as clause 6 of rule XXI, prohib
iting transfers of unobligated balances. 
Again, I wish to advise my colleagues 
that these waivers have been reviewed 
by the authorizing committee and we 
have heard no objection to them. 

Mr. Speaker, as we have done fre
quently in the recent past to bring 
greater awareness to the membership 
of potential amendments, the rule 
grants priority in recognition of those 
Members who have caused their amend
ments to be preprinted in the CONGRES
SIONAL RECORD. 

The rule also provides that the Chair
man of the Committee of the Whole 
may postpone votes on any amendment 
and that the chairman may reduce vot
ing time on postponed questions to 5 
minutes, provided that the voting time 
on the first in a series of questions is 
not less than 15 minutes, usual proce
dure. This is a usefultime management 
tool, one that may be especially wel
come during these last hectic days as 
we seek to conclude the historic budget 
agreement before the August work pe
riod. 

Lastly, Mr. Speaker, the rule pro
vides for one motion to recommit, with 
our without instructions. 

That sounds like a fairly complicated 
rule, but actually it is a fairly 
straightforward open rule for appro
priations that has gone through all the 
proper process. I believe it has been 
done in a bipartisan spirit. 

I wish to commend the gentleman 
from Florida [Mr. YOUNG] , the sub
committee chairman, and the gen
tleman from Pennsylvania [Mr. MUR
THA], the ranking member, for the ex
traordinary work they have done in 
crafting this bill . We sometimes resort 
to large adjectives and hyperbole in de
scribing work here. In this case, I defi
nitely mean it. This is a very good 
work product, and an awful lot of hard 
work has been put into it. 

These are lean budget times, as we as 
know. It is even more difficult to make 
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tough choices about national security 
under such circumstances. When we 
find ourselves in occasions such as we 
have today, we find sometimes tensions 
and breakdown in communications. 
Things go wrong. But to the credit of 
both men, the gentleman from Florida 
[Mr. YOUNG] and the gentleman from 
Pennsylvania [Mr. MURTHA], that has 
not happened, and instead we have a bi
partisan bill, as we should with some
thing so important as our national se
curity. 

On a personal note, as chairman of 
the Permanent Select Committee on 
Intelligence, which authorizes pro
grams within this appropriations sub
committee's jurisdiction, I am most 
grateful for the level of cooperation, 
attention, and support we have from 
the appropriators. 

0 1030 
The system of congressional over

sight does work. It has worked very 
well in this area, and I am very proud 
of our effort. 

Mr. Speaker, none of us wants to con
sider the possibility of threats .to our 
national security, the risks we face 
overseas, along our borders, and even 
here at home that seem to come from 
an ever increasing variety of threats. 
But in fact, I would say many Ameri
cans, especially the younger genera
tions where there is no firsthand expe
rience with war, seem willing to suc
cumb to sort of a wishful thinking that 
the world is actually a safe place. This 
is dangerous and wrong. The world is 
not a safe place. While the type of 
threat has changed and the face of the 
enemy certainly looks different, we 
must never forget there are organiza
tions, governments, and individuals 
who actively wish us harm. 

Just in a short attention span, if we 
will focus on the tragedy of Pan Am 103 
and take it through the bombing of 
Khobar Towers and think of all that 
has happened in between, and we will 
understand, whether it is civilian or 
military, whether here or there, there 
are threats to America and American 
interests and there are casual ties and 
there are tragedies and victims, and we 
must pay attention. We must remain 
vigilant and protect ourselves against 
threats. 

The spending bill before us makes the 
tough choices to live within the bal
anced budget agreement, while ensur
ing that crucial defense programs like 
missile defense are properly funded, 
and other programs that are not so 
spectacular. 

Frankly, this bill lays out a chal
lenge to the administration to reverse 
dangerous trends of below adequate 
spending in some areas. This bill also 
provides unquestionable support to our 
troops, most of the men and women 
doing the hard work of peace at home 
and overseas every day on our behalf. 

We must never allow our budgetary 
concerns to tempt us to cut corners 

when it comes to troop readiness or en
suring our fighting forces have the 
equipment they need, when they need 
it, and where they need it. 

Lastly, this bill makes an important 
statement about our missions in Bos
nia. We are all so proud of the work the 
American troops have done in that 
very difficult and uncertain environ
ment, no matter how we feel about the 
policy questions. But we do not want 
their mission to be extended indefi
nitely, and so this bill includes lan
guage to enforce a June 30, 1998, dead
line. 

To those who think it fashionable or 
politically useful to cut defense, may I 
suggest a visit to our troops in Bosnia? 
I think that Members ' minds would be 
changed. May I suggest a review of the 
action in Desert Storm, of the work 
that was done by our military? May I 
suggest a trip to visit the remains of 
Khobar Towers, if one thinks it is not 
dangerous work? 

Mr. Speaker, this is a good bill. It is 
a fair rule. I urge my colleagues to sup
port both. 

Mr. Speaker, I reserve the balance of 
my time. 

Mr. FROST. Mr. Speaker, I yield my
self such time as I may consume, and I 
rise in support of this open rule on H.R. 
2266, the Department of Defense appro
priation for fiscal year 1998. 

The appropriations in H.R. 2266 pro
vide for our Nation's security and for 
our defense. Thus, they are critical to 
ensuring that the United States re
mains the world's leader. The funds 
recommended in this bill closely track 
the authorization levels passed by the 
House and reflect the major policy de
cisions which were decided in that leg
islation. 

While the funding levels in this bill 
do fail to keep pace with inflation, 
they reflect the reality of budgetary 
restraints and, consequently, the dollar 
figures in this bill are those that re
flect the overall spending levels agreed 
upon by both the President and the 
Congress. 

Mr. Speaker, the cold war may be 
over, but we do not enjoy a peacetime 
that allows our military forces to 
stand down. Instead, they are being 
called upon to perform both military 
and peacekeeping roles all around the 
world. The soldiers, sailors, airmen, 
and marines who serve our country are 
being stretched to the limit, but they 
are up to the task and their perform
ance under these trying circumstances 
should make us all very proud. 

Mr. Speaker, longer rotations and 
longer family separations and more 
work with fewer people is taking a toll 
on our men and women in uniform and 
their families. I commend the com
mittee for putting our troops first by 
providing for the pay raise rec
ommended by the President, improved 
housing and for quality of life initia
tives. The Congress has an obligation 

to these men and women who serve us, 
and I hope the continuing commitment 
to those improvements will be a top 
priority for both the authorizing com
mittee and the appropriating com
mittee. 

Mr. Speaker, the rule provides for 
waivers of points of orders against the 
consideration of the bill for failure to 
comply with clause 2 of rule XXL This 
waiver is necessary, of course, because 
the authorization bill has not yet been 
signed into law. But as every Member 
knows, the House has done its work 
and has passed the authorization, and 
the provisions of this appropriation 
closely track that bill. 

This is especially true with reference 
to the major policy decisions and ac
quisitions in the authorization. I am 
pleased that the committee has pro
vided funding for the B-2 stealth bomb
er at the level agreed to by the House 
in the authorization bill, at a level 
which will allow those parts of the pro
duction line, which had been shut 
down, to start. The B-2 will continue to 
serve the Air Force well into the next 
century and, by providing adequate 
funding for advance procurement, the 
Congress will ensure that production of 
this effective weapons system con-
tinues in future years. · 

In addition, Mr. Speaker, the bill pro
vides $81 million for advanced procure
ment of the F- 22, the fighter of the 21st 
century, as well as funding for acquisi
tion of seven V-22 tiltrotor aircraft. 
Important components in the ability of 
the particular marines and special 
forces to deliver combat troops safely 
and effectively. The bill rightfully con
centrates on important operations and 
maintenance accounts, but also looks 
toward the future by funding impor
tant research and development pro
grams. 

A combination of quality of life ini
tiatives, procurement, operations and 
maintenance, along with research into 
the future of our military needs, makes 
this an excellent bill in light of the 
cutbacks required by our need to bal
ance the Federal budget. 

Mr. Speaker, this is a fair rule. It al
lows any Member to contest the spend
ing levels recommended in the bill, but 
it does not permit the consideration of 
legislative issues which have already 
been decided by the House in the au
thorization bill. 

I commend this rule and the bill to 
my colleagues. 

Mr. Speaker, I reserve the balance of 
my time. 

Mr. GOSS. Mr. Speaker, I yield such 
time as he may consume to the gen
tleman from Glens Falls, NY [Mr. SOL
OMON], the distinguished chairman of 
the Committee on Rules. 

Mr. SOLOMON. Mr. Speaker, I thank 
my good friend, the gentleman from 
Sanibel, FL, Mr. PORTER Goss, the 
manager of this rule, for yielding me 
this time, and as the gentleman from 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16139 
Florida and the gentleman from Texas 
[Mr. FROST] , have adequately described 
the rules of debate, I will not get into 
that except to say that, obviously, it is 
a fair and open rule. 

On the bill itself, Mr. Speaker, let me 
just again congratulate the chairman, 
the gentleman from Florida, Mr. BILL 
YOUNG, and the ranking member, the 
gentleman from Pennsylvania [Mr. 
MURTHA], and the entire Committee on 
Appropriations and their staffs, for 
once again putting together an excel
lent piece of legislation under very, 
very difficult circumstances. 

The defense appropriation bill, along 
with the companion authorization bill, 
probably is the most important thing 
we do around here, Mr. Speaker. It is 
absolutely imperative that this bill 
contain adequate funding for all of the 
military personnel in all branches of 
service who are right now out in the 
field standing vigilant on behalf of the 
American Government and the Amer
ican people. 

It is imperative that this bill contain 
enough quality of life incentives to re
tain and recruit the best people we can 
for our military. It is imperative this 
bill contain enough funding for oper
ations and maintenance, so that our 
troops can be as highly trained as pos
sible in case they are called into battle. 
It is imperative this bill contain ade
quate funding for weapons procurement 
and for research and development so 
that our troops can fight and defend 
themselves with only the very best 
equipment and technology that money 
can buy. 

Mr. Speaker, to the best extent pos
sible, I think this bill does all of that , 
considering the funds that are avail
able. At $248 billion, the bill adds over 
$4 billion to President Clinton's wholly 
inadequate request. The bill adds $3.9 
billion to the President's request for 
procurement, which is so important , 
and $770 million for research and devel
opment over and above what the Presi
dent had asked for. 

These accounts contain adequate 
funding for the weapon systems of to
morrow, some of which were mentioned 
a minute ago, such as the F- 22 stealth 
fighter, the B- 2 bomber, the Marine 
Corps V- 22 troop carrier, and the next 
generation of aircraft carriers and sub
marines. 

These accounts also contain funding 
to bring us one step closer to devel
oping and deploying defenses against 
ballistic missiles, something for which, 
and I guarantee my colleagues, we will 
all be grateful for some day. 

This bill contains a 2.8-percent pay 
raise for our soldiers and adds a signifi
cant funding increase for barracks , for 
family housing, and for child care cen
ters, keeping in mind, Mr. Speaker, 
that when I served in the military, 
some 45 years ago, most of us were sin
gle. Today, most of them are married 
and we need adequate barracks, ade-

quate family housing and child care 
centers in order to continue to attract 
a real cross section of America. That is 
so terribly important, especially in an 
all-volunteer military such as we have. 

Despite all of these excellent provi
sions in this bill, let me go on the 
record right now to say that we con
tinue to provide inadequate, yes, inad
equate funds for this Nation's defenses. 
This bill will represent the 13th 
straight year of inflation adjusted cuts 
to the defense budget. No other ac
count in the Federal budget has been 
cut so much. Weapons procurement, 
which has been cut by nearly 70 per
cent since 1985 alone, remains at least 
$14 billion below where the Joint Chiefs 
of Staff said we need to be in order to 
retain our technology advantage over 
potential adversaries. 

Our military is vastly smaller and 
older than just 6 years . ago during 
Desert Storm. Most experts agree 
today that such a mission would sim
ply be impossible to undertake. Keep in 
mind, for instance , in 1991 we had 18 
Army divisions and used 7 of them in 
Desert Storm. Eighteen Army divi
sions, seven used in Desert Storm. 
Today, we have only 10 divisions, not 
18, and we are heading toward 9. Now, 
think about that, my fellow colleagues. 

As former Secretary of Defense Wil
liam Perry said, we are already at the 
minimum force structure level that we 
need in order to retain our role as a 

·global power. Think about that. 
Of course, this is not the fault of the 

Committee on Appropriations. As I 
said before , they have operated under 
severe constraints , and they have done 
one tremendous job with the dollars 
that they have had available to them. 
Those constraints are the balanced 
budget resolution this Congress has 
passed and, more importantly, the re
peated unwillingness of this adminis
tration to pay adequate attention to 
our Nation's defenses. 

Despite his State of the Union pledge 
a number of years ago , President Clin
ton continues to cut national defense 
funding in his budgets that he presents 
to this body and has fought our defense 
increases tooth and nail. If we had not 
persevered, think where we would be 
today. 

Mr. Speaker, that is a scandal, but it 
is one we can overcome by voting for 
this rule and for this bill today and 
then working together to find addi
tional moneys for the No. 1 constitu
tional duty of this House. And if my 
colleagues read the Constitution, that 
constitutional duty is providing for a 
national defense for all Americans. 
That is the reason we for med this re
public of States, 200 some years ago. 
And-to do that, it is imperative that we 
give our young men and women the 
very best. 

Some people , Mr. Speaker, would 
criticize the military. They would 
criticize serving in the military. But it 

is one of the most honorable careers 
that anyone could ever pursue. Any
one. Today, when our young men and 
women go in our all-volunteer mili
tary, first of all they come from a cross 
section of America. They are the fin
est. They are young men and women 
looking for a career. And when they 
serve, whether it is for 3 years or 5 
years or 20 years, they learn a trade 
but, more importantly, they learn 
things like the words " pride" and "pa
triotism" and "volunteerism" and 
"community." They learn how not to 
use drugs. 

Did my colleagues know that back in 
the early 1980's that 25 percent of the 
military personnel were admittedly 
using some kind of illegal drugs. And 
because of drug testing that was imple
mented by this Congress, a bill that I 
introduced and Ronald Reagan's Execu
tive order, that through random drug 
testing of every single buck private all 
the way up to every general and admi
ral , that the use of drugs in our mili
tary today has dropped 82 percent, and 
now less than { percent are using 
drugs? If we could only do that with 
the rest of America, we would solve 
this drug problem. 

Yes, they do learn words like " pride" 
and " patriotism," and they learn words 
like " discipline" and how terribly im
portant that is. Many of them come 
from broken homes, where they do not 
have a father and a mother, and they 
do not have a mother that is there dur
ing the daytime to help teach them 
some discipline. Today, they learn 
words like " courtesy" and "respect," 
and they even get a little " religion. " 

Mr. Speaker, serving in the all-volun
teer military today is an honorable and 
respectable career, and that is why we 
must do everything we can to give 
these young men the very best if we 
are going to put them in harm's way 
someday. And that is why this par
ticular budget is so important here 
today and why I again just take off my 
hat to the chairman, the gentleman 
from Florida, and to the ranking mem
ber, the gentleman from Pennsylvania, 
and their entire committee and staff 
for the great work they have done in 
putting this together. 

Mr. Speaker, I commend them, and I 
urge support of this rule and the bill 
that will follow it. 

D 1045 
Mr. GOSS. Mr. Speaker, I yield 3 

minutes to the distinguished gentle
woman from Ohio [Ms. PRYCE], a mem
ber of the Committee on Rules. 

Ms. PRYCE of Ohio . Mr. Speaker, I 
thank the gentleman from Florida [Mr. 
Goss] for yielding me this time, and I 
rise in strong support of this open rule. 

Providing for the national defense is 
one of the few Federal duties that is 
very, very clearly defined in our Con
stitution. As such, we have the respon
sibility to ensure that the men and 
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women of our Armed Forces have the 
training· and resources that they need 
to defend our Nation from the global 
threats that still remain. 

Make no mistake about it, Mr. 
Speaker. Despite the end of the cold 
war, there are many threats still out 
there that require the United States to 
be vigilant and ready for conflict in the 
sad event it should arise. 

The bill which this open rule makes 
in order is a sound effort to put balance 
back into our defense priorities. I com
mend the chairman and the ranking 
minority member of the Subcommittee 
on National Security of the Committee 
on Appropriations for crafting a bill 
that addresses the many competing 
challenges facing our military estab
lishment in a very responsible manner. 

As in the past, this bill focuses on en
hancing quality of life, especially for 
military families, addressing shortfalls 
in readiness and training, modernizing 
our fighting force , and downsizing our 
Armed Forces overall. And it does so 
while staying true to the bipartisan 
goal of balancing the Federal budget. 

Most importantly, H.R. 2266 puts the 
troops first and recognizes that the 
heart and soul of our defense is the all
volunteer army. By providing the fund
ing for improved military housing, 
child development centers and even 
programs like breast cancer detection 
and treatment, this bill respects the 
hard work and sacrifices made by our 
military personnel and attempts to 
give them the quality of life and stand
ard of living that they deserve. 

Mr. Speaker, the safety and pros
perity of the American people depend 
on safeguarding our national security 
in a changing world. We simply cannot 
afford to let the gains we have made 
for freedom and democracy be jeopard
ized by any insufficient defense strat
egy. Under this open rule we will have 
full and fair debate on preparing our 
military for the next century. I would 
urge a yes vote on both measures. 

Mr. FROST. Mr. Speaker, I have no 
further requests for time. I urge adop
tion of the rule, and I yield back the 
balance of my time. 

Mr. GOSS. Mr. Speaker, I yield my
self such time as I may consume. I 
would simply say that I believe this is 
No. 8 of the appropriations bills. We 
have cleared seven in the House. This 
is the eighth. The Committee on Rules 
has cleared 2 others, which will make 
10. I think there are three left. We are 
chugging along on schedule doing the 
work of America. I urge our colleagues 
to support this rule. 

Mr. Speaker, I have no further re
quests for time, I yield back the bal-

ance of my time, and I move the pre
vious question on the resolution. 

The previous question was ordered. 
The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 

GENERAL LEAVE 
Mr. YOUNG of Florida. Mr. Speaker, 

I ask unanimous consent that all Mem
bers may have 5 legislative days in 
which to revise and extend their re
marks on the bill (H.R. 2266) making 
appropriations for the Department of 
Defense for the fiscal year ending Sep
tember 30, 1998, and for other purposes, 
and that I may be permitted to include 
tabular an~ extraneous material. 

The SPEAKER pro tempo re (Mr. 
COBLE). Is there objection to the re
quest of the gentleman from Florida? 

There was no objection. 

DEPARTMENT OF DEFENSE 
APPROPRIATIONS ACT, 1998 

The SPEAKER pro tempore. Pursu
ant to House Resolution 198 and rule 
XXIII, the Chair declares the House in 
the Committee of the Whole House on 
the State of the Union for the consider
ation of the bill, R.R. 2266. 

D 1049 
IN THE COMMITTEE OF THE WHOLE 

Accordingly, the House resolved 
itself into the Committee of the Whole 
House on the State of the Union for the 
consideration of the bill (R.R. 2266) 
making appropriations for the Depart
ment of Defense for the fiscal year end
ing September 30, 1998, and for other 
purposes, with Mr. CAMP in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. Pursuant to the 

rule, the bill is considered as having 
been read the first time. 

Under the rule, the gentleman from 
Florida [Mr. YOUNG] and the gentleman 
from Pennsylvania [Mr. MURTHA] each 
will control 30 minutes. 

The Chair recognizes the gentleman 
from Florida [Mr. YOUNG]. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield myself such time as I may 
consume. We are pleased to bring be
fore the committee today what I think 
is an outstanding bipartisan national 
defense appropriations bill. The secu
rity of our Nation and the protection of 
our troops and those who serve in uni
form should be nonpolitical. It should 
be bipartisan. This bill reflects that. 

This is a bipartisan bill. It was put 
together with the strong cooperation of 

the gentleman from Pennsylvania [Mr. 
MURTHA], the ranking member on the 
subcommittee, and all of the members 
of the subcommittee and the staff who 
worked with us. We have presented a 
bill that is reflective of the needs of 
the military, reflective of the various 
threats that exist and potential threats 
that exist in the world, and it has been 
done in a very bipartisan fashion. 

This bill today, Mr. Chairman, is 
within the constraints and the agree
ments on the part of the President, on 
the part of the House, and on the part 
of the Senate as we dealt with our 
budget agreement. 

We are basically in agreement with 
the authorizing bills as passed by the 
House, from the Committee on Na
tional Security and also the Perma
nent Select Committee on Intelligence, 
both of which committees we appro
priate for their authorization. 

This bill includes some $4.4 billion 
over the request of the President but, 
as I said, with the budget agreement 
that he has agreed to, that obviously is 
acceptable. This bill goes directly to 
the heart of our national security re
quirements. About 70 percent of the 
money appropriated in this bill goes for 
the personnel and the operations and 
maintenance of the force, salaries, al
lowances, housing, medical care, et 
cetera, et cetera. We have increased 
the medical allowances because there 
was a shortfall. The administration 
recognized that and asked for an in
crease; we provided that. 

We have made some very specific rec
ommendations and changes in the bu
reaucracy in the Pentagon, and as we 
work toward making the Pentagon a 
triangle, we have been able to reduce 
funding for civilian consultants, fund
ing for the civilian bureaucracy, and 
have reduced funding for military bu
reaucracy where it was duplicative 
and, in the opinion of the members of 
the subcommittee , was really not nec
essary. 

Mr. Chairman, all in all, we bring to 
this House an excellent bill. I think we 
can move it through here quickly. The 
authorizing bill from the Committee 
on National Security received a very 
large vote. The authorizing bill for In
telligence was passed by this House 
with a voice vote, and we expect that 
we should be able to move this bill 
quickly as well, because it pretty much 
tracks the contents of those two au
thorizing bills. 

Mr. Chairman, I include the following 
tabular material: 
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DEPARTMENT OF DEFENSE APPROPRIATIONS BILL (H.R. 2266) 

TITLE I 

MILITARY PERSONNEL 

Military Personnel, Army ••.•. ...••••.......••........•..•.....•.........••.•....•......•..... 
Military Personnel, Navy •..•.•.•••••••..•.••••••.••..••.•••......•..•....•.••..•....••..•..•. 
Military Personnel, Marine Corps ....•.............•.................................... 
Military Personnel, Air Force .....•....•...............•.................................... 
Reeer.ie Personnel, Army ••.•..•••.•.••.•..•.•.•..•.•••.•••••.•.••......•••••..•...•...•. .... 
Reserve Pe!SOnnel, Navy •..•.....••.........•.•..•••••.•..•.•••.••......•...........•....... 
Reserve Personnel, Marine Corps ..................................................... . 
Reserve Personnel, Air Force ............................................................ . 
National Guard Personnel, Army ....................................................... . 
National Guard Personnel, Air Force ................................................. . 

Total, title I, Miiitary Personnel.. .•....•.....••.•••...•...•...•.•.•.•. ....•.•...•.•.• 

TITLE II 

OPERATION AND MAINTENANCE 

Operation and Maintenance, Army ................................................... . 
(By transfer· National DefenH Stockpile) ....•••••••••.....••••••.•••••••. ..••. 

Operation and Maintenance, Navy .•••••.•..••.•••..••••••••.•.••..••..•...••.••••..••• 
(By transfer· National Defense Stockpile) .•••••••..•.•....••........•........•• 

Operation and Maintenance, Marine Corps ...••.••.•••.•...•••.••••.••••••••.•••• 
Operation and Maintenance, Air Force ....••••..•..••••••.......••••.•••.••••.•••.•• 

(By transfer· National Defense Stockpile) ..•..••••••..•..•••••••.•..••••.•. ..•. 
Operation and Maintenance, Defense-Wide .•..•.•••••..•.....•..•.•.••••......•• 
Operation and Maintenance, Army Re8erve •....•••.•••.•••••••••••.••••.•....••• 
Operation and Maintenance, Navy Reserve ...................................... . 
Operation and Maintenance, Marine Corps Reserve ...•••..•..•.•••••..•.••• 
Operation and Maintenance, Air Force Reserve ••.•.....••••.••....••........•• 
Operation and Maintenance, Army National Guard .......................... . 
Operation and Maintenance, Air National Guard •.••..••••.••••.••..•.••••....• 
Overseas Contingency Operations Transfer Fund .•....••.•..••...•.••..•. ..•• 
United States Court of Appeals for the Armed Forces ...................... . 
El'llltronmental Restoration, Army ..•.••.....••.•....•..•...••....••.••.•...••••• .••.•..• 
El'llltronmental Restoration, Navy •••.•••.....•••......••••.•.....•.•••.••.••••••..•...•• 
El'llltronmental Restoration, Air Force ................................................ . 
El'llltronmental Restoration, Defense-Wide •. •....••••••...••••••.•...••••••.•.•••• 
El'llltronmental Restoration, Formerly Used Defense Siles .....•.........• 
Overseas Humanitarian, Disaster, and Civic Aid ............................... . 
Former Soviet Union Threat Reduction ............................................. . 
Quality of Life Enhancements, Defense .•.............•..•....••..••...•••.••.••..•• 

Total, title II, Operation and maintenance ..••.••.•.•..••.•••.•..••••••.•.•••. 
(By transfer) ••.•••••.•••..•..•••.•••.•••••...•.•••••..•..••.••••.•..••.••.••.•.•.•......••. 

TITLE Ill 

PROCUREMENT 

Aircraft Procurement, Army .••....••.•••.••..•..••••...••.••••.••........................... 
(By transfer · National Defense Stockpile) ..................................... . 

Ml .. lle Procurement, Army ..•..............•....•.......•••.•.•.....••............. ........ 
Procurement of Weapons and Tracked Combat Vehicles, Army ...... . 
Procurement of Ammunition, Army ..........•.....•••..•....•.............•......•.... 
Other Procurement, Army ......................................••. ...•...................... 
Aircraft Procurement, Navy .•..........•......•.........................................•... 

(By transfer · National Defense Stockpile) ..........•.........................•. 
Weapons Procurement, Navy ..........................•.•............................... 
Procurement of Ammunition, Navy and Marine Corps ......•............... 
Shipbuilding and Conversion, Navy .................................................. . 
Other Procurement, Navy .................................................................. . 
Procurement, Marine Corps .......•..........................•.......•.....••............. 
Aircraft Procurement, Air Force ..•......................................•................ 

(By transfer· National Defense Stockpile) ............................. ........ . 
Missile Procurement, Air Force .......................................................... . 
Procurement of Ammunition, Air Force ............................................. . 
Other Procurement, Air Force .....•..•..•...••.•........•••......•.•.. .•.••.•.•...•. •••.•. 
Procurement, Defense-Wide .......••••••.••••. .......••••••......•...................••.. 
National Guard and Reserve Equipment... ...................................•..... 

Total, title 111, Procurement .............................. ............................. . 
(By transfer) ...•......•••.•....•..••.••.....•.•••...•.•.•••....•..••.........•.••.•.•••.••. 

TITLE IV 

RESEARCH, DEVELOPMENT, TEST AND EVALUATION 

Research, Development, Test and Evaluation, Army ........................ . 
Research, Development, Test and Evaluation, Navy ........................ . 
Research, Development, Test and Evaluation, Air Force ..•••..•.....•••... 
Research, Development, Te&t and Evaluation, Defense-.Wlde •..•..••... 
Developmental Test and Evaluation, Defense .................................. . 
Openiilonal Test and Evaluation, Defense ........................................ . 

Total, title IV, Research, Development, Tnt and Evaluation ..•.•... 

FY 1997 
Enacted 3/ 

20,633,998,000 
18,988,978,000 
8, 111, 728,000 

17,089,490,000 
2,073,479,000 
1,405,808,000 

388,843,000 
783,897,000 

3,288,383,000 
1,288,490,000 

70,018,500,000 

17,519,340,000 
(!50,000,000) 

20,081,981,000 
(50,000,000) 

2,254, 119,COO 
17,263, 193,000 

(!50,000,000) 
10,044,200,000 

1, 119,438,000 
888,027,000 
109,667,000 

1,498,553,000 
2,254,477,000 
2,718,379,000 
1,140,157,000 

8,797,000 
339, 109,000 
287,788,000 
384,010,000 

38,722,000 
256,387,000 

48,000,000 
327,900,000 
800,000,000 

78, 183,222,000 
(150,000,000) 

1,348,434,000 

1,041,887 ,000 
1,470,288,000 
1,127,149,000 
3, 172,485,000 
7,027 ,010,000 

1,388,913,000 
288,895,000 

5,813,885,000 
3,067,944,000 

569,073,000 
8,404,980,000 

2,297, 145,000 
293, 153,000 

5,944,680,000 
1,978,005,000 

780,000,000 

43,815,484,000 

5,082, 783,000 
8,208,946,000 

14,488,606,000 
9,382,800,000 

282,038,000 
24,988,000 

37,441, 121,000 

FY 1998 
Estimate 2/ 

20,492,257,000 
18,501,118,000 
8, 147,599,000 

17,154,558,000 
2,024,448,000 
1,375,401,000 

381,070,000 
814,938,000 

3,200,887,000 
1,319,712,000 

89,411, 782,000 

17,048,484,000 
(!50,000,000) 

21,508, 130,000 
(!50,000,000) 

2,301,345,000 
18,817,785,000 

(!50,000,000) 
10,390,938,000 

1,192,891,000 
834,711,000 
110,388,000 

1,824,420,000 
2,258,932,000 
2,991,219,000 
1,467,500,000 

8,952,000 
3n,331,ooo 
277,500,000 
378,900,000 

27,900,000 
202,300,000 

80,130,000 
382,200,000 

................................. 
82,280,940,000 

(150,000,000) 

1,029,458,000 
(133,000,000) 

1, 178, 151,000 
1,065, 707 ,000 

890,902,000 
2,455,030,000 
5,951 ,985,000 

(134,000,000) 
1, 136,293,000 

338,797,000 
7,438,158,000 
2,825,500,000 

374,306,000 
5,684,847,000 

(133,000,000) 
2,557,741,000 

403,984,000 
8,561,253,000 
1,895,085,000 

................................. 

41,585, 178,000 
(400,000,000) 

4,510,843,000 
7,811,022,000 

14,451,378,000 
9,089,880,000 

288, 183,000 
23,384,000 

35,934,481,000 

Bill 

20,445,381,000 
18,504,911,000 

8,141,835,000 
17,044,87 4,000 

2,045,815,000 
1,3n,248,000 

381,853,000 
814,n2,ooo 

3,245,387 ,000 
1,331,417,000 

89,343, 194,000 

17,078,218,000 
(50,000,000) 

21,n9,385,ooo 
(50,000,000) 

2,598,032,000 
18,740, 187,000 

(50,000,000) 
10,088,858,000 

1,207,881,000 
924,711,000 
119,288,000 

1,835,250,000 
2,313,832,000 
2,995,719,000 
1,855,400,000 

8,952,000 
3n,337,ooo 
277,500,000 
378,900,000 

27,900,000 
202,300,000 

55,557,000 
284,700,000 

................................. 

82,925, 753,000 
(150,000,000) 

1,541,217,000 
................................. 

771,942,000 
1,332,907 ,000 
1,082,802,000 
2,502,888,000 
8, 753,485,000 

................................. 
1, 175,393,000 

423,797,000 
7,828, 158,000 
3,084,485,000 

491,198,000 
8,388,479,000 

.................................. 
2,320,741,000 

414,884,000 
8,588,938,000 
2, 186,889,000 

850,000,000 

45,515,982,000 

4,888,427,000 
7,907,837,000 

14,315,458,000 
9,494,337 ,000 

288, 183,000 
32,884,000 

38, 704,924,000 

em compared with 
Enacted 

·188,817,000 
·482,08!5,000 
+29,907,000 
·24,818,000 
·27,884,000 
·28,357,000 
+3,310,000 

+ 31 ,075,000 
·21,008,000 

+34,827,000 

-873,306,000 

-441, 122,000 
................................. 

+ 1, 717 ,404,000 
................................. 

+343,913,000 
+ 1,478,974,000 

................................. 
+22,758,000 
+ 88,456,000 
+38,684,000 

+9,599,000 
+138,887,000 

+58, 155,000 
+279,340,000 
+ 715,243,000 

+1 55,000 
+ 38,228,000 
-10,288,000 
·15,110,000 

·8,822,000 
-54,087,000 
+8,557,000 
·43,200,000 

-800,000,000 

+3,782,531,000 
. .. . .. . . . ...... .... u ............ 

+ 192, 783,000 
................................. 

·269,925,000 
-137,379,000 

-84,347,000 
-888,599,000 
-273,545,000 

. ................................ 
·214,520,000 

+ 134, 102,000 
+2,014,493,000 

+ 18,541,000 
·77,875,000 
·18,501,000 

. ................................ 
+23,598,000 

+121,731,000 
+844,259,000 
+ 208,884,000 

+ 70,000,000 

+ 1,700,478,000 

-376,338,000 
·301,109,000 
-184,150,000 

+131,537,000 
-13,855,000 
+7,718,000 

-736,197,000 

16141 

-48,878,000 
+3,793,000 
·5,984,000 

·109,882,000 
+21,189,000 

+1,848,000 
+10,883,000 

-184,000 
+ 44, 720,000 
+ 11,705,000 

-M,588,000 

+28,734,000 
...................................... 

+271,235,000 
.. ••••• uooooo ....................... 

+298,887,000 
-n,818,000 

.. ................................... 
-323,982,000 
+ 15,000,000 
+90,000,000 

+8,900,000 
+ 10,830,000 
+54,700,000 

+4,500,000 
+387,900,000 

..................................... 

..................................... 

..................................... 

..................................... 

..................................... 

..................................... 
-24,573,000 
-97,500,000 

..................................... 
+844,813,000 

..................................... 

+511,758,000 
(· 133,000,000) 
-408,209,000 

+287,200,000 
+ 171,900,000 

+47,856,000 
+801,500,000 
(· 134,000,000) 
+38,100,000 
+87,000,000 

+ 190,000,000 
+258,985,000 
+ 118,892,000 
+ 701,832,000 
(· 133,000,000) 
·237,000,000 
+10,900,000 
+27,888,000 

+491,584,000 
+ 850,000,000 

+3,930,784,000 
(·400,000,000) 

+ 175,584,000 
+ 296,815,000 
-135,923,000 

+ 424,857 ,000 

+8,300,000 

+ 770,433,000 
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TmEV 

REVOLVING AND MANAGEMENT FUNDS 

DBOF /Defense Working Capital Funds ......................••..............•...... 
Military Commissary Fund, Defense ................................................. . 

National Defense Seallft Fund: 
Ready AeseNe Force ...•..............•.....•.............•............................... 
Acquisition .................................................................................... .. 

Total ............................................................................................. . 

Total, title V, RevoMng and Management Funds •.••••••••.•••...••..•.•• 

TITlE VI 

OTHER DEPARTMENT OF DEFENSE PROGRAMS 

Defense Health Program: 
Operation and maintenance .......................................................... . 
Procurement.. ................................................................................. . 

Total, Defense Health Program ................................................... . 

Chemical Agents & Munitions Destruction, Defense: 1 / 
Operation and maintenance .......................................................... . 
Procurement .................................................................................. . 
Research, development, test, and evaluation .....••...•.....•....•..••....•• 

Total, Chemical Agents ................................................................ . 

Drug Interdiction and Counter-Drug Activities, Defense ................... . 
Office of the Inspector General .......................................................... . 

Total, title VI, Other Department of Defense Programs .............. .. 

TITLEVll 

RELATED AGENCIES 

Central Intelligence Agency Retirement and Disability System Fund 
Intelligence Community Management Account ................................ . 

Transfef' to Dept of Justice ............................................................. . 
Payment to Kaho'ol- Island Conveyance, Remediation, and. 

Environmental Restoration Fund ..................................................... . 
National Security Education Trust Fund •..•......•.••..•••..•.•.................... 

Total, title VII, Related agencies ................................................... . 

TITLE VIII 

GENERAL PROVISIONS 

Additional transfer authority (sec. 8005) ............................................ . 
Disposal & 1-of DOD real property (sec. 8037) .......•... ......... ........ 
Overseas Miiitary Fae Investment Reco'l/ery (sec. 8041) ••...•..••..•....... 
National Science Center, Army (sec. 8048) ................................... .... . 
Export loan guarantee PGM .............................................................. . 
Rescissions (sec. 80!5!S) ................. .................................................... . 
Coast Guard transfer .......................................................................... . 
Excess funded carry0\191' ................................................................... . 
RDT&E general reduction .................................................................. . 
Air Force DBOF pass through ........................................................... . 
FFRDC's/consultants (sec. 8031) ............ ..................... .. .................. . 
Weapons of Mau Destruction .......................................................... .. 
Anti-terrorism, counter-terrorism, and security enhancement 

activities: 
Emergency funding, FY 1997 ....................................................... .. 
General reduction ................................................ ......................... .. 

RDT&E, Def-Wide dual-use program ................................................. . 
Fisher Houses (sec:. 8088) ............. .................................................... . 
Travel Carda (sec. 8089) .................................................................... . 
Warranties (sec. 8095) ................ ............................. .......................... . 
Excess Inventory (sec. 8093) ............................................................. . 
Shared Cleanup Costs (sec. 8094) .. .....•................................... ....... ... 

Total, title VIII ................................................................................ . 

Effect of P.L 105-18: 
Rescissions, FY93 • FY96 .............................................................. . 
Rescissions, FY 1997 ......... ................... ............... ......... ................. . 
Emergency funding ....................................................................... . 
Non-emergency funding ............................................................... . 

Net total effect of P.L 105-18 ...•.............. ... ....... ........................... 

Grand total ................................................................................... . 
(By transfer) ................................................................................ . 

FY 1997 
Enacted 3/ 

947,900,000 

266,000,000 
1,182,002,000 

1,428,002,000 

2,375,902,000 

9,937,838,000 
269,470,000 

10,207,308,000 

478,947,000 
191,200,000 
88,300,000 

758,447,000 

807,800,000 
139,157,000 

11,912,712,000 

196,400,000 
129, 164,000 
(27 ,000,000) 

10,000,000 
5,100,000 

340,664,000 

(2,000,000,000) 
26,565,000 

1,000,000 
120,000 

1,000,000 
-137, 108,000 
300,000,000 

• 150,000,000 
-680,552,000 
-194,500,000 
• 154,572,000 
100,000,000 

230,680,000 
-230,680,000 
100,000,000 

. 788,047,000 

·464, 102,000 
-1,270,050,000 
1,846,200,000 

78,800,000 

188,848,000 

244,466,406,000 
(1n,OOO,OOO) 

FY 1998 
Estimate 2/ 

33,400,000 
938,552,000 

302,000,000 
889,426,000 

1, 191,426,000 

2, 163,378,000 

10,027,582,000 
274,068,000 

10,301,650,000 

472,200,000 
82,200,000 
66,300,000 

620,700,000 

652,582,000 
138,380,000 

11,713,312,000 

196,900,000 
122,580,000 
(27,000,000) 

10,000,000 
2,000,000 

331,480,000 

(2,500,000,000) 
84,000,000 
30,000,000 

1,000,000 

2,000,000 
1,000,000 
5,000,000 

103,000,000 

243,523,541,000 
{sn,000,0001 

8111 

971,952,000 
................................. 

302,000,000 
897,926,000 

1, 199,926,000 

2, 171,878,000 

10,035,682,000 
274,068,000 

10,309,750,000 

472,200,000 
67,200,000 
56,300,000 

595,700,000 

713,082,000 
142,980,000 

11,761,512,000 

196,900,000 
125,580,000 
(27,000,000) 

10,000,000 
2,000,000 

334,480,000 

(2,000,000,000) 
84,000,000 
30,000,000 

-160,100,000 

-141,300,000 

2,000,000 
1,000,000 
5,000,000 

·50,000,000 
-100,000,000 

-73,000,000 

-422,400,000 

248,335,303,000 
(1n,OOO,OOO) 

Bill compared with 
Enacted 

+24,052,000 
................................. 

+36,000,000 
-284,076,000 

-228,076,000 

·204,024,000 

+97,844,000 
+4,598,000 

+ 102,442,000 

-6,747,000 
-124',000,000 

·32,000,000 

-182,747,000 

·94,718,000 
+3,823,000 

·151,200,000 

+500,000 
-3,584,000 

................................. 

................................. 
·3,100,000 

-6,184,000 

+37,435,000 
+29,000,000 

·120,000 
·1,000,000 

·22,992,000 
·300,000,000 

+ 150,000,000 
+680,552,000 
+ 194,500,000 

+ 13,272,000 
-100,000,000 

·230,680,000 
+230,880,000 

·98,000,000 
+1,000,000 
+5,000,000 
·50,000,000 

-100,000,000 
-73,000,000 

+365,847,000 

+464, 102,000 
+ 1,270,050,000 
-1,846,200,000 

-76,800,000 

-188,848,000 

+ 3,868,897,000 
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+938,552,000 
-938,552,000 

..................................... 
+8,500,000 

+8,500,000 

+8,500,000 

+8,100,000 
..................................... 

+8,100,000 

..................................... 
·15,000,000 
-10,000,000 

-25,000,000 

+60,500,000 
+4,800,000 

+48,200,000 

..................................... 
+3,000,000 

..................................... 

..................................... 

..................................... 

+3,000,000 

(·500,000,000) 

-1,000,000 
·160, 100,000 

-141,300,000 

·50,000,000 
-100,000,000 
-73,000,000 

·525,400,000 

+4,811,782,000 
(·400,000,000) 
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DEPARTMENT OF DEFENSE APPROPRIATIONS BILL (H.R. 2266)-Contil'lued 

BUDGET SCOREKEEPING ADJUSTMENTS 

Adjustment fOf unapprop'd balance transfer (stockpile) .................. . 
Stockpile collections (unappropriated) .............................................. . 
Emergency funding for anti-terrort.m (sec. 8137) ...•.......................... 
ICMA transfer to Dept ol Justice ........................................................ . 
Emergency funding (P.L 105-18) ...................................................... . 

Total adjustments •.........•...•....................................... ................... 

Total, Department ol Defense: 
Bill total .................................................................................... . 

Scorekeeplng adjustments ...................................................... . 

Grand total .................•.......................................................... 

RECAPITULATION 

Title I · Military Personnel ................................................................... . 

Title II • Operation and Maintenance ................................................. . 

(By transfer) .................................................................................... . 

Title Ill • Procurement ......................................................................... . 

(By transfer) .................................................................................... . 

Title IV· Rnearch, Development, Teat and Evaluation ..................... . 

Title V • ReYolvlng and Management Funds ..................................... . 

Title VI • Other Department of Defense Programs ............................. . 

Title VII • Related agencies ................................................................ . 

Title VIII • General provisions ............................................................. . 

(Additional transfer authority) ..........•.............................................. 

Net effect of P.L 105-18 .................................................................... . 

Total, Department of Defense ...................................................... . 

Scorekeeplng adjustments ...................................................... . 

Grand total ........................................................................... . 

1 / Included in Budget under Procurement title. 

FY 1997 
Enacted 3/ 

150,000,000 
-150,000,000 
-230,880,000 

(27,000,000) 
-1,846,000,000 

·2,076,880,000 

244,466,406,000 

-2,076,880,000 

242,389, 726,000 

70,018,500,000 

79, 163,222,000 

(150,000,000) 

43,815,484,000 

37,441,121,000 

2,375,902,000 

11,912,712,000 

340,664,000 

-788,047,000 

(2,000,000,000) 

188,846,000 

244,466,406,000 

·2,076,880,000 

242,389,726,000 

FY 1998 
Estimate 2/ 

550,000,000 
-150,000,000 

400,000,000 

243,523,541,000 

400,000,000 

243,923,541,000 

69,411,762,000 

82,280,940,000 

(150,000,000) 

41,585, 178,000 

(400,000,000) 

35,934,491,000 

2, 163,378,000 

11,713,312,000 

331,480,000 

103,000,000 

(2,500,000,000) 

243,523,541,000 

400,000,000 

243,923,541,000 

2/ FY 1998 budget request reflects a budget amendment to COiier a shortfall in the OHP, as follows: 
Miiitary Personnel-$62,000,000; O&M -$199,000,000 and Defense Health Program +$261,000,000. 

Bill 

150,000,000 
·150,000,000 

································· 

248,335,303,000 

................................. 

248,335,303,000 

69,343, 194,000 

82,925,753,000 

(150,000,000) 

45,515,962,000 

36,704,924,000 

2,171,878,000 

11,761,512,000 

334,480,000 

-422,400,000 

(2,000,000,000) 

248,335,303,000 

248,335,303,000 

3 / FY 1997 enacted reflects new budget authority of $1,923,000,000 and rescissions of $1, 734, 152,000, as enac1ed in P .L 105-18. 

Bill compared with 
Enacted 

+ 230,880,000 
(-27 ,000,000) 

+ 1,846,000,000 

+2;076,880,000 

+3,868,897,000 

+ 2,076,880,000 

+5,945,5n,ooo 

-673,306,000 

+3,762,531,000 

+ 1,700,478,000 

-736,197,000 

-204,024,000 

·151,200,000 

-6,184,000 

+365,647,000 

• 188,848,000 

+3,868,897,000 . 

+ 2,076,880,000 

+ 5,945,5n,ooo 
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Bill compared with 
Estimate 

-400,000,000 

-400,000,000 

+4,811,762,000 

·400,000,000 

+4,411,762,000 

-68,568,000 

+644,813,000 

+3,930,784,000 

(-400,000,000) 

+ no,433,000 

+8,500,000 

+ 48,200,000 

+3,000,000 

-525,400,000 

(-500,000,000) 

+4,811,762,000 

-400,000,000 

+4,411,762,000 
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Mr. YOUNG of Florida. Mr. Chair

man, I reserve the balance of my time. 
Mr. MURTHA. Mr. Chairman, I yield 

myself such time as I may consume. 
Mr. Chairman, this is a bipartisan 

bill. We did not have a vote in sub
committee, a few votes in full com
mittee , but the results of this bill are 
very closely aligned to the authoriza
tion bill which also, as I understand it, 
was a bipartisan bill, as it should be. 
Our defense of this Nation should be bi
parti'san. 

A couple of things that we con
centrated on. Quality of life is always 
something that we work on, trying to 
make sure that the medical care of the 
dependents of the families is taken 
care of. We try to stress extra things 
that the services have not thought of 
or do not think they have enough 
money for. 

One of the things we have stressed is 
chemical and biological attack and the 
fact that we are vulnerable to that in 
this Nation and we need to set up a sys
tem. We have suggested to the Defense 
Department they use the National 
Guard for this system, so that if any
thing like that were to happen, a ter
rorist attack using either of these 
weapons, the National Guard would be 
prepared to respond to that. Right now 
we have responses by local govern
ment, we have responses by one team 
of Marines, but it is not nearly enough 
to really respond to the ultimate prob
lem. 

Overall, we feel we do not have 
enough money for defense. Procure
ment has come down from $120 to $40 
billion and it has been a very, very 
delicate balance to make sure we mod
ernize the forces , we keep the readiness 
up, we increase the O&M. The Senate 
has taken money out of O&M. We have· 
increased O&M. We hope we will be 
able to convince them that readiness is 
absolutely essential. The quality of our 
forces is the best I have ever seen. We 
continue to visit them. But when we 
start cutting back, when we start hav
ing a heavy tempo of operations as we 
do, we have to get the money from 
someplace. 

The Bosnia operation has hurt us as 
far as the amount of money goes for 
modernization. It has also hurt us in 
some of the problems we have had in 
the recruit depots. At the recruit de
pots, at some of them they have less 
training time, they have less super
visors, they have less people to do the 
training. Consequently, we are going to 
run into a substantial problem. We 
hope that the services have· changed 
that. We hope that the Army in par
ticular has addressed that and that in 
the end this problem will go away. 

Mr. Chairman, I join the gentleman 
in saying that this is a bipartisan bill 
and look forward to passing the bill 
and addressing the amendments. 

Mr. Chairman, I yield 2 minutes to 
the gentleman from Washington [Mr. 
DICKS]. 

Mr. DICKS. Mr. Chairman, I rise in 
strong support of the bill and urge my 
colleagues as they did on the author
ization bill to defeat any amendment 
to strike out funding for the B-2. 

During that debate during the au
thorization bill, we were told repeat
edly by the Defense Department that 
there was no money in the out years 
for funding for anything in the pro
curement area. I want my colleagues to 
know that the staff of the committee, 
working with me, found an account, $20 
billion in DOD modernization reserve. 
This money was characterized by the 
Comptroller as a bishop's fund for the 
new Secretary of Defense to fund 
things that would come out of the 
Quadrennial Defense Review. 

Mr. Chairman, in the Quadrennial 
Defense Review, they did not obligate 
all of this money. There is still a sub
stantial amount of money, $13 billion 
of the $20 billion that has not been 
committed. I would urge my colleagues 
today that that $13 billion is just about 
the exact amount of money that we 
need . to go ahead and procure addi
tional B-2 bombers. 

For those people who got up here and 
said over and over again that this is a 
zero sum game, it is a zero sum game, 
plus $20 billion in funding in the out 
years. I want my colleagues to be 
aware of this. We are going to have a 
spirited debate later on the B-2, but 
there is $20 billion out there. 

I would also point out that in the 
past, Congress, this very Congress has 
insisted that certain things be done in 
the name of national defense. Our sub
committee forced the Pentagon to 
build 27 additional F-117's. The F-117 
stealth aircraft were the centerpiece of 
the success in the war in the gulf. 
Stealth worked and smart weapons 
worked. We saved American lives. 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. DICKS. Mr. Chairman, I ask the 
gentleman for 1 additional minute. 

Mr. MURTHA. I may have to change 
my vote on the B-2. 

Mr. DICKS. Mr. Chairman, I ask the 
gentleman for 30 seconds. 

Mr. Chairman, will the gentleman 
from Florida yield me a minute? 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. MURTHA. I yield the gentleman 
30 additional seconds. 

Mr. DICKS. Mr. Chairman, the F-117 
was the star weapon in the gulf war 
and it was Congress that insisted that 
we buy it. The gentleman from Penn
sylvania and the gentleman from Flor
ida were the two principal proponents 
of that amendment. We also added 
money for sealift at the urging of the 
gentleman from Pennsylvania [Mr. 
MURTHA], then chairman. That turned 
out to be absolutely crucial. 

Under the Constitution of the United 
States, the ultimate responsibility for 
defense rests with the Congress. That 

is why today I think we again need to 
stand up, tell the Pentagon they are 
wrong, look at the modernization r ·e
serve, and keep the money in for the B-
2. 

Mr. MURTHA. Mr. Chairman, I yield 
3 minutes to the gentleman from Wis
consin [Mr. OBEY] who wishes that I 
would have had to yield more time to 
the gentleman so I could have changed 
my vote on the B- 2. 

Mr. OBEY. Mr. Chairman, I rise to 
express dissenting views to those which 
apparently generally prevail in this 
House on this legislation. 

D 1100 
We are about to vote on the largest 

appropriations bill that comes before 
us this year. We will do it in very little 
time, with very little debate and with 
very little protest, if you please, about 
what I consider to be some of the mis
guided efforts of this Congress in deal
ing with military budget. 

Mr. Chairman, I would simply point 
out that I heard during the discussion 
on the rule that there was alarm be
cause there had been a number of years 
during which we have had a significant 
real reduction in the military budget. I 
would point out that is because we 
have had a significant reduction in the 
military threats facing this country. 
The fact is that since the collapse of 
the Soviet empire we have had about 
an 80-percent drop in Russian military 
spending. We have not seen a concur
rent reduction in our own military 
spending to nearly that degree over 
that same period of time. 

I would also say that there have been 
a number of warnings that we are in ef
fect, by what we are buying in the mili
tary budget, that we are again getting 
ready to fight the last war and not get
ting ready to fight the kind of war we 
could be facing in the future. Everyone 
who has studied the military budget 
knows that we are buying far too many 
high cost weapon systems in order to 
fit into the overall budget ceilings 
which we are being asked to comply 
with over the next 5 years under the 
budget agreement. No one who studies 
the military budget can come away 
without an understanding that we are 
going to have to stop the purchase of 
one and probably two expensive mili
tary weapon systems if we want to be 
able to maintain the level of readiness 
that will be needed over the coming 
years and, if we want to, at the same 
time, actually live within the budgets 
that are being set by these agreements 
that are being trumpeted around this 
town over the last couple of months 
and, in fact, couple of days. 

I will be offering two amendments 
today, one to eliminate the funding for 
additional B-2's that the Congress has 
decided that the Government ought to 
purchase despite the fact that over 20 
studies through the years have indi
cated that we do not need those weap
ons and, in fact, that we even had the 
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Defense Department itself conclude 
that it would be counterproductive in 
terms of maximizing the use of our de
fense dollars. 

I will also be offering an amendment 
which precludes the sale of the F- 22 
abroad so that we do not get into the 
ludicrous position of selling our most 
sophisticated military technology 
around the world and then using that 
as an excuse to build yet more sophisti
cated planes in the future. 

Mr. MURTHA. Mr. Chairman, I yield 
back the balance of my time. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield myself 1 minute. 

Mr. Chairman, I want to compliment, 
in addition to the gentleman from 
Pennsylvania [Mr. MURTHA], the mem
bers of our subcommittee, the gen
tleman from Wisconsin [Mr. OBEY] and 
the gentleman from Louisiana [Mr. 
LIVINGSTON], who is chairman of the 
full committee, because while there 
have been some differences, we have 
been able to deal with these in a very, 
very responsible and mature way, and I 
appreciate the leadership of the chair
man of the full committee and ranking 
member, who have cooperated with us. 

With that, Mr. Chairman, I would 
just like to say this is a good bill. 
There will be several amendments that 
we will agree to, others that we will 
have to oppose , but all and all it is a 
good bill. It provides, within the budg
et limits, it provides the best that we 
can for the members of the military, 
and we are getting a lot for the dollar. 

Mr. FORBES. Mr. Chairman, I rise in sup
port of H.R. 2266 the Department of Defense 
Appropriations Act for Fiscal Year 1998, and I 
applaud the hard work of Members on both 
sides of the aisle who crafted a truly bipartisan 
agreement that strengthens our Armed Forces 
at home and abroad. But, I was disappointed 
to see that the Department of Defense's peer
reviewed breast cancer research program was 
funded at only $125 million. Whereas the Sen
ate wisely chose to fund this program at $175 
million for fiscal year 1998. 

Mr. Speaker, breast cancer remains the 
most common cancer in women. Last year, 
close to 200,000 women were diagnosed with 
breast cancer and nearly 50,000 died of the 
disease. Women continue to face a 1 in 8 
chance of developing breast cancer during 
their lifetimes. Thankfully the breast cancer 
death rate for U.S. women has fallen about 5 
percent in recent years, dropping from 27.5 
per 100,000 women in 1989 to 25.9 in 1993. 
Officials with the National Cancer Institute at
tribute the drop, in part, to a rapid increase in 
mammography and public awareness of the 
disease. But, research remains our most valu
able and indispensable instrument in com
bating this devastating disease. 

There is no better argument in favor of more 
research than my own district on eastern Long 
Island. Suffolk County, Long Island, which 
ranks fourth in breast cancer mortality rates 
among the 116 largest counties in the United 
States. This extremely high rate of incidence 
of breast cancer has prompted the establish
ment of the Long Island Breast Cancer Study 

Project, a 5 year effort to identify the possible 
environmental factors that can contribute to 
the development of breast cancer. 

Over the past several years, number of sig
nificant research advances have been made 
regarding the basic biology of breast cancer 
that offer a glimmer. of hope to women and 
their families. These advances are enabling 
researchers to better focus on areas that hold 
future promise for research. The Department 
of Defense's peer-reviewed program has be
come renowned for its innovative and efficient 
use of resources. Over 90 percent of program 
funds go directly to research grants. This pro
gram is critical and deserves increased fund
ing. I urge my colleagues in the House to 
adopt the Senate's funding level of $175 mil
lion so that the Department of Defense can 
continue its vital work in fighting breast can
cer. Mr. Speaker, too many of our mothers, 
daughters, and sisters have been afflicted with 
this destructive disease. We must do more. 
Thank you. 

Mr. UNDERWOOD. Mr. Chairman, I want to 
commend Chairman YOUNG and Congressman 
MURTHA for their considerable work on the De
partment of Defense Appropriations. The bill 
before the House today appropriates $248.3 
billion for defense programs. In this process 
we have taken several positive steps, but we 
have also neglected our responsibilities at 
times. 

As many of my colleagues know, I am a 
supporter of the Ballistic Missile Defense pro
gram. I am encouraged by the $3.7 billion pro
vided to the Ballistic Missile Defense Organi
zation. Though an unlikely target, my island, 
Guam, is an American community among 
other nations. We must strive to establish a 
program that protects all American commu
nities should a country develop the capabilities 
and possess the will to pose a missile threat 
to the United States. We must endeavor to de
velop a system and deploy it in conjunction 
with the capabilities of any potential adversary. 
Now is the time to ensure these programs are 
headed in the direction to ensure our safety. 

Mr. Chairman, this bill also rectifies a failure 
to provide proper health care for our military 
members. This House has seen the need to 
ensure quality health care and the impact this 
has on the quality of life for our service mem
bers by appropriating $10.3 billion for the De
fense Health Program. In addition, Mr. Chair
man this bill takes major steps to ensure we 
equip our service members with the best and 
most advanced weaponry and equipment. One 
item of concern to me was the Marine Corps 
need for the V-22 Osprey. The increase in 
funding for the V-22 will provide a valuable 
tool to the Marine Corps and I am encouraged 
that my colleagues have supported this effort. 
Mr. Chairman, this bill takes several positive 
steps, but everything is not beneficial. 

Mr. Chairman, I am disappointed by the De
partment of Defense's handling of appropria
tions for the Department of Defense Education 
Activity. These appropriations support the De
partment of Defense Overseas Schools and 
Domestic Dependent Elementary and Sec
ondary Schools. This bill recommends an in
crease of $4 million over the budget request 
and an increase of $20 million to be applied 
to the backlog of real property maintenance. 
Let me explain to my colleagues why there 

are problems with how the DOD Education 
Activity handles its funds. As some of my col
leagues may know, the Department of De
fense has taken on an initiative to open DOD 
schools on Guam. This may be the first time 
domestic schools were established not in a 
combined effort with the local community but 
in complete disregard for the local community. 
To highlight this effort, in February of this year 
the DOD comptroller, the person that is crucial 
to the budget development, testified before the 
House Appropriations Committee, Sub
committee on Military Construction that no 
DOD schools would be established in Guam. 
Yet, the Defense Department swiftly moved to 
establish schools and to accomplish this re
programmed funds. As I was briefed yester
day, funds were reprogrammed from within the 
DOD Education Activity and from other oper
ations and maintenance accounts. What we 
have done by giving a blanket increase in 
funding is allowed DOD to disregard the prop
er appropriations process. I hope these re
programming efforts do not result in a lack of 
funding for those schools that are established 
and were reflected in the budget process. 

Mr. NETHERCUTT. Mr. Chairman, I rise as 
a member of the House Appropriations Sub
committee on National Security to express my 
strong support for H.R. 2266, the fiscal year 
1998 Defense appropriations bill. 

As my colleagues have mentioned, this bill 
adds $4.4 billion to the President's original re
quest for fiscal year 1998, although the Sec
retary of Defense and the services subse
quently informed Congress of several short
falls which require funding above the Presi
dent's budget. I am pleased that Congress in
sisted upon, and President Clinton now sup
ports, an increase in the defense budget for 
fiscal year 1998. The President's original re
quest severely underfunded a number of key 
defense priorities, including health care and 
modernization, and additional funding has 
helped the Appropriations Committee correct 
those shortfalls. 

H.R. 2266 also includes several provisions 
which promote greater efficiency and reforms 
in the way the Department of Defense oper
ates and spends public funds. According to 
the nonprofit defense reform group Business 
Executives for National Security, between 60 
and 70 percent of the defense budget is con
sumed by support personnel and infrastruc
ture, such as logistics, maintenance, and trav
el supervision, while only 30 to 40 percent 
goes to fund actual combat forces. H.R. 2266 
addresses this problem by reducing expendi
tures for personnel and operations to reflect 
over $500 million in savings from increased 
outsourcing, privatization, and other reforms. 
For example, this bill saves $50 million in tax
payer dollars because the Department of De
fense will no longer be required to purchase 
warranties for new weapons unless it makes 
sense to do so. 

I am also glad this bill improves on the ad
ministration's request for military research and 
procurement, which is essential if America is 
going to remain a world leader in the next 
century. H.R. 2266 increases funding for de
fense modernization by $4.7 billion over the 
President's budget. Let me mention a few 
ways these funds will be used to prepare our 
forces for warfare in the next century: 
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First, this bill will accelerate research and 

development on theater and national missile 
defense systems. Our troops and citizens are 
currently virtually defenseless against ballistic 
missile attack, including missiles armed with 
nuclear, biological, or chemical warheads. 
During the gulf war, Iraqi Scud's demonstrated 
the military and political danger of this vulner
ability, yet we are still behind in our efforts to 
provide our troops with effective missile de
fense. H.R. 2266 addresses this problem. 

Let me single out one specific missile de
fense program I strongly support: the airborne 
laser. This program, which is actually in the 
Air Force budget, would load a high powered 
laser into a Boeing 747, which would patrol 
near enemy territory and shoot down enemy 
missiles immediately after their launch, which 
means that any noxious payloads on those 
missiles would fall back on enemy territory. 
Gen. Thomas Moorman, the Undersecretary of 
the Air Force, has described this project as 
"the most revolutionary weapon in the DOD 
budget today", and I am proud to support it. 

Second, H.R. 2266 provides over $100 mil
lion to improve the DOD's ability to defend 
against chemical and biological attack with 
better technology, equipment, and training. 
Chemical and biological weapons are . a pri
mary new threat to American forces and the 
American people. They are relatively inexpen
sive and easy to build, so terrorists and less 
advanced nations view these horrible weapons · 
as a means to compensate for the conven
tional superiority of American forces. 

I also want to express my support for a pro
vision suggested by my colleague from Wash
ington State, Congressman DICKS, which 
would require the Department of Defense to 
report on alternatives to current theater com
bat simulations. The Department of Defense is 
still using combat models which were devel
oped decades ago to simulate warfare be
tween huge land armies fighting in Europe. 
These models are inappropriate for the kind of 
conflict U.S. forces have seen in the 1990's 
and will see in the next century, yet they are 
used to choose the shape of U.S. military 
forces and to evaluate revolutionary weapons 
systems. These models fail to adequately con
sider the innovations of aircraft stealth and 
precision munitions, or the selective bombing 
tactics used by the Air Force to render Iraqi 
forces in the gulf war ineffective. 

Revising the DOD's theater combat simula
tion tools will not only improve the ability of 
the DOD to incorporate advanced weaponry 
and tactics into defense planning. Better mod
els will help the United States plan for uncon
ventional challenges which face future U.S. 
forces, such as chemical and biological weap
ons, attacks on defense and civilian computer 
networks, cruise and ballistic missile attacks, 
and competition for control of space. 

Finally, I am glad that the National Security 
Subcommittee provided for a . $27 4 million 
shortfall in military health care funding. Thou
sands of military families and retirees in my 
district rely upon military health care facilities 
and the TRICARE network, and this drastic 
cut in health care in the President's budget 
would have significantly reduced access to 
health care in eastern Washington. I support 
the additional committee funding for health 
care to make up this shortfall and keep faith 

with this Nation's military retirees and military 
families. 

One of the health care provisions with which 
I was personally involved is a research pro
gram to look at innovative diabetes detection, 
prevention, and care techniques. Diabetes af
fects over 16 million Americans, including 
thousands of military beneficiaries. Many of 
the health consequences and costs of diabe
tes can be avoided through effective diabetes 
screening and early treatment. A project re
flecting these goals was described in testi
mony presented to the House National Secu
rity Appropriations Subcommittee, which would 
conduct a two-region experiment in conjunc
tion with the Veterans Administration. I look 
forward to seeing this project go forward and 
benefit the military families and retirees who 
are at risk from this disease. 

I encourage all Members of the House to 
support this legislation. H.R. 2266 includes 
funding for important military priorities, pro
motes increased efficiency at the Department 
of Defense, and provides health care to mili
tary beneficiaries. 

Ms. LOFGREN. Mr. Chairman, I want to in
form the House that the ranking member of 
the subcommittee, Mr. MURTHA has informed 
me that the Appropriations Committee has re
viewed allegations with respect to the Navy 
and the low-bid awardee of a contract to pro
vide cockpit video recording systems for the F/ 
A-18, and that the committee has found the 
Navy's conduct and the performance of the 
contractor to comply with all applicable laws 
and regulations. This should put this issue to 
rest. 

Mr. BROWN of California. Mr. Chairman, 
during consideration of the bill, H.R. 2266, the 
Defense appropriations bill, the House adopt
ed an amendment that would eliminate the 
participation of the Defense Department in a 
valuable program of international scientific co
operation, the Man and the Biosphere pro
gram. 

This amendment was not about money. In
deed, the Air Force participation has been vol
untary and they have usually provided only 
about $50,000 each year. This amendment 
would bar them from participating in this inter
agency program and that money would simply 
be spent elsewhere. The cost of offering and 
debating this amendment is likely far greater 
than anything the taxpayer would see in sav
ings. 

This amendment is about policy, however
a very bad policy. This amendment says that 
Congress believes that there is no link be
tween environmental stewardship and national 
security. It says that we intend that the Fed
eral agencies should withdraw from any inter
national leadership role in demonstrating how 
sustainable development and economic 
growth can be made compatible. 

One need only look at emerging political 
strife in countries such as Nigeria to see the 
direct relationship between the environment 
and the ability of Third World nations to work 
toward democracy. For this reason, the State 
Department has begun to make environmental 
concerns an integral piece of our foreign pol
icy and national security strategy. This amend
ment would negate that progress. 

There have been a great many arguments 
made against the Man and the Biosphere pro-

gram over the past several months. Oppo
nents have characterized it as a U.N. plot to 
take over our sovereign lands, that it degrades 
property values, and that the executive branch 
lacks legal authority to carry out this program. 
All of these arguments are based on severe 
distortions of fact. 

What is true, and a matter I have personally 
sought to address, is that the Congress has 
never enacted organic legislation that spells 
out exactly what the Man and the Biosphere 
program should do and what it should not do. 
Unfortunately, my bill, H.R. 1801, has not 
been brought to the floor and there is no indi
cation that it will be. 

This is not unusual, however, most of the 
programs Congress appropriates money for 
lack such a statutory basis. It is unreasonable 
to assert that the Congress should enact an 
organic bill for each program in the Federal 
Government. The sheer cost and complexity 
of this would be staggering. 

Earlier this year, the House narrowly voted 
to eliminate this program in the Interior appro
priations bill. Fortunately, the other body had 
explicitly rejected the House position. I hope it 
will continue to do so for other bills containing 
this limitation. 

Mr. Chairman, I yield back the bal
ance of my time. 

The CHAIRMAN. All time for general 
debate has expired. 

Pursuant to the rule, the bill shall be 
considered for amendment under the 5-
min u te rule. 

During consideration of the bill for 
amendment, the Chair may accord pri
ority in recognition to a Member offer
ing an amendment that he has printed 
in the CONGRESSIONAL RECORD. Those 
amendments will be considered read. 

The Chairman of the Committee of 
the Whole may postpone a request for a 
recorded vote on any amendment and 
may reduce to a minimum of 5 minutes 
the time for voting on any postponed 
question that immediately follows an
other vote, provided that the time for 
voting on the first question shall be a 
minimum of 15 minutes. 

The Clerk will read. 
The Clerk read as follows: 

R.R. 2266 
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, That the following sums 
are appropriated, out of any money in the 
Treasury not otherwise appropriated, for the 
fiscal year ending September 30, 1998, for 
military functions administered by the De
partment of Defense, and for other purposes, 
namely: 

TITLE I 
MILITARY PERSONNEL 

MILITARY PERSONNEL, ARMY 

For pay, allowances, individual clothing, 
subsistence, interest on deposits, gratuities, 
permanent change of station travel (includ
ing all expenses thereof for organizational 
movements), and expenses of temporary duty 
travel between permanent duty stations, for 
members of the Army on active duty (except 
members of reserve components provided for 
elsewhere), cadets, and aviation cadets; and 
for payments pursuant to section 156 of Pub
lic Law 97-377, as amended (42 U.S.C. 402 
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note), to section 229(b) of the Social Security 
Act (42 U.S.C. 429(b)), and to the Department 
of Defense Military Retirement Fund; 
$20,445,381,000. 

MILITARY PERSONNEL, NAVY 
For pay, allowances, individual clothing, 

subsistence, interest on deposits, gratuities, 
permanent change of station travel (includ
ing all expenses thereof for organizational 
movements), and expenses of temporary duty 
travel between permanent duty stations, for 
members of the Navy on active duty (except 
members of the Reserve provided for else
where), midshipmen, and aviation cadets; 
and for payments pursuant to section 156 of 
Public Law 97-377, as amended (42 U.S.C. 402 
note), to section 229(b) of the Social Security 
Act (42 U.S.C. 429(b)), and to the Department 
of Defense Military Retirement Fund; 
$16,504,911,000. 

MILITARY PERSONNEL, MARINE CORPS 
For pay, allowances, individual clothing, 

subsistence, interest on deposits, gratuities, 
permanent change of station travel (includ
ing all expenses thereof for organizational 
movements), and expenses of temporary duty 
travel between permanent duty stations, for 
members of the Marine Corps on active duty 
(except members of the Reserve provided for 
elsewhere); and for payments pursuant to 
section 156 of Public Law 97-377, as amended 
(42 U.S.C. 402 note), to section 229(b) of the 
Social Security Act (42 U.S.C. 429(b)), and to 
the Department of Defense Military Retire
ment Fund; $6,141,635,000. 

MILITARY PERSONNEL, AIR FORCE 
For pay, allowances, individual clothing, 

subsistence, interest on deposits, gratuities, 
permanent change of station travel (includ
ing all expenses thereof for organizational 
movements), and expenses of temporary duty 
travel between permanent duty stations, for 
members of the Air Force on active duty (ex
cept members of reserve components pro
vided for elsewhere), cadets, and aviation ca
dets; and for payments pursuant to section 
156 of Public Law 97-377, as amended (42 
U.S.C. 402 note), to section 229(b) of the So
cial Security Act (42 U.S.C. 429(b)), and to 
the Department of Defense Military Retire
ment Fund; $17,044,874,000. 

RESERVE PERSONNEL, ARMY 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Army Reserve on active 
duty under sections 10211, 10302, and 3038 of 
title 10, United States Code, or while serving 
on active duty under section 12301(d) of title 
10, United States Code, in connection with 
performing duty specified in section 12310(a) 
of title 10, United States Code, or while un
dergoing reserve training, or while per
forming drills or equivalent duty or other 
duty, and for members of the Reserve Offi
cers ' Training Corps, and expenses author
ized by section 16131 of title 10, United States 
Code; and for payments to the Department of 
Defense Military Retirement Fund; 
$2,045,615,000. 

RESERVE PERSONNEL, NA VY 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Navy Reserve on active duty 
under section 10211 of title 10, United States 
Code, or while serving on active duty under 
section 12301(d) of title 10, United States 
Code, in connection with performing duty 
specified in section 12310(a) of title 10, United 
States Code, or while undergoing reserve 
training, or while performing drills or equiv
alent duty, and for members of the Reserve 
Officers ' Training Corps, and expenses au-

thorized by section 16131 of title 10, United 
States Code; and for payments to the Depart
ment of Defense Military Retirement Fund; 
$1,377 ,249,000. 

RESERVE PERSONNEL, MARINE CORPS 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Marine Corps Reserve on ac
tive duty under section 10211 of title 10, 
United States Code, or while serving on ac
tive duty under section 12301(d) of title 10, 
United States Code, in connection with per
forming duty specified in section 12310(a) of 
title 10, United States Code, or while under
going reserve training, or while performing 
drills or equivalent duty, and for members of 
the Marine Corps platoon leaders class, and 
expenses authorized by section 16131 of title 
10, United States Code; and for payments to 
the Department of Defense Military Retire
ment Fund; $391,953,000. 

RESERVE PERSONNEL, AIR FORCE 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Air Force Reserve on active 
duty under sections 10211, 10305, and 8038 of 
title 10, United States Code, or while serving 
on active duty under section 12301(d) of title 
10, United States Code, in connection with 
performing duty specified in section 12310(a) 
of title 10, United States Code, or while un
dergoing reserve training, or while per
forming drills or equivalent duty or other 
duty, and for members of the Air Reserve Of
ficers ' Training Corps, and expenses author
ized by section 16131 of title 10, United States 
Code; and for payments to the Department of 
Defense Military Retirement Fund; 
$814,772,000. 

NATIONAL GUARD PERSONNEL, ARMY 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Army National Guard while 
on duty under section 10211, 10302, or 12402 of 
title 10 or section 708 of title 32, United 
States Code, or while serving on duty under 
section 12301(d) of title 10 or section 502(f) of 
title 32, United States Code, in connection 
with performing duty specified in section 
12310(a) of title 10, United States Code, or 
while undergoing training, or while per
forming drills or equivalent duty or other 
duty, and expenses authorized by section 
16131 of title 10, United States Code; and for 
pay men ts to the Department of Defense Mili
tary Retirement Fund; $3,245,387,000. 

NATIONAL GUARD PERSONNEL, AIR FORCE 
For pay, allowances, clothing, subsistence, 

gratuities, travel, and related expenses for 
personnel of the Air National Guard on duty 
under section 10211, 10305, or 12402 of title 10 
or section 708 of title 32, United States Code, 
.or while serving on duty under section 
12301(d) of title 10 or section 502(f) of title 32, 
United States Code, in connection with per
forming duty specified in section 12310(a) of 
title 10, United States Code, or while under
going training, or while performing drills or 
equivalent duty or other duty, and expenses 
authorized by section 16131 of title 10, United 
States Code; and for payments to the Depart
ment of Defense Military Retirement Fund; 
$1,331,417 ,000. 

TITLE II 
OPERATION AND MAINTENANCE 
OPERATION AND MAINTENANCE, ARMY 

(INCLUDING TRANSFER OF FUNDS) 
For expenses, not otherwise provided for , 

necessary for the operation and maintenance 
of the Army, as authorized by law; and not 
to exceed $11,437,000, can be used for emer-

gencies and extraordinary expenses, to be ex
pended on the approval or authority of the 
Secretary of the Army, and payments may 
be made on his certificate of necessity for 
confidential military purposes; $17,078,218,000 
and, in addition, $50,000,000 shall be derived 
by transfer from the National Defense Stock
pile Transaction Fund: Provided, That of the 
funds appropriated in this paragraph, not 
less than $300,000,000 shall be made available 
only for conventional ammunition care and 
maintenance. 

OPERATION AND MAINTENANCE, NAVY. 
(INCLUDING TRANSFER OF FUNDS) 

For expenses, not otherwise provided for, 
necessary for the operation and maintenance 
of the Navy and the Marine Corps, as author
ized by law; and not to exceed $4,011,000, can 
be used for emergencies and extraordinary 
expenses, to be expended on the approval or 
authority of the Secretary of the Navy, and 
payments may be made on his certificate of 
necessity for confidential military purposes; 
$21, 779,365,000 and, in addition, $50,000,000 
shall be derived by transfer from the Na
tional Defense Stockpile Transaction Fund: 
Provided, That of the funds appropriated in 
this paragraph, $406,666,000 shall not be obli
gated or expended until authorized by law. 
OPERATION AND MAINTENANCE, MARINE CORPS 

For expenses, not otherwise provided for, 
necessary for the operation and maintenance 
of the Marine Corps, as authorized by law; 
$2,598,032,000: Provided, That of the funds ap
propriated in this paragraph, $216,787,000 
shall not be obligated or expended until au
thorized by law. 

OPERATION AND MAINTENANCE, AIR FORCE 
(INCLUDING TRANSFER OF FUNDS) 

For expenses, not otherwise provided for, 
necessary for the operation and maintenance 
of the Air Force , as authorized by law; and 
not to exceed $8,362,000 can be used for emer
gencies and extraordinary expenses, to be ex
pended on the approval or authority of the 
Secretary of the Air Force, and payments 
may be made on his certificate of necessity 
for confidential military purposes; 
$18,740,167,000 and, in addition, $50,000,000 
shall be derived by transfer from the Na
tional Defense Stockpile Transaction Fund. 
OPERATION AND MAINTENANCE, DEFENSE-WIDE 

For expenses, not otherwise provided for, 
necessary for the operation and maintenance 
of activities and agencies of the Department 
of Defense (other than the military depart
ments), as authorized by law; $10,066,956,000, 
of which not to exceed $25,000,000 may be 
available for the CINC initiative fund ac
count; and of which not to exceed $28 ,850,000 
can be used for emergencies and extraor
dinary expenses, to be expended on the ap
proval or authority of the Secretary of De
fense, and payments may be made on his cer
tificate of necessity for confidential military 
purposes: Provided, That of the funds appro
priated in this paragraph, $36,899,000 shall 
not be obligated or expended until author
ized by law. 

AMENDMENT NO. 3 OFFERED BY MR. DEFAZIO 
Mr. DEFAZIO. Mr. Chairman, I offer 

amendment No. 1 which was 
preprinted. 

The Clerk will desig·nate the amend
ment. 

The text of the amendment is as fol
lows: 

Amendment No. 3 offered by Mr. DEFAZIO: 
Page 9, line 19, insert after the dollar 

amount the following: "(reduced by 
$15,000,000)" . 
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Page 32, line 25, insert after the dollar 

amount the following: "(increased by 
$15,000,000)". 

PARLIAMENTARY INQUIRY 
Mr. YOUNG of Florida. I have a par

liamentary inquiry, Mr. Chairman. 
The CHAIRMAN. The gentleman will 

state his parliamentary inquiry. 
Mr. YOUNG of Florida. Mr. Chair

man, we had expected that this was 
amendment No. 3. 

Mr. DEFAZIO. Mr. Chairman, I called 
it i when I handed it to them. It is the 
$15 million one, which is for the cooper
ative research program, VA coopera
tive research. 

The CHAIRMAN. The Chair will state 
that this is amendment No. 3 as print
ed in the RECORD. 

The gentleman from Oregon [Mr. 
DEFAZIO] is recognized for 5 minutes. 

Mr. DEFAZIO. Mr. Chairman, I shall 
not use the entire time. 

Every year since 1987, the VA med
ical and prosthetics research appro
priation has been supplemented by 
funds transferred to the VA under a co
operative agreement between the DOD 
and the Department of Veterans Af
fairs. The DOD-VA cooperative medical 
research program supports vital re
search covering a broad spectrum of 
health, science, and medical research 
focusing on conditions that impact 
both active duty and veterans. Among 
the programs funded are posttraumatic 
stress disorder research, cardiovascular 
fitness, combat casualty care, bone 
healing replacement, skin repair, vas
cular repair, spinal cord injury. This is 
an excellent program. I know times are 
tough, but I believe that we should be 
able to find the funds within the budg
et to fund this program at the modest 
level of $15 million. 

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

Mr. DEFAZIO. I yield to the gen
tleman from Pennsylvania. 

Mr. MURTHA. Mr. Chairman, we 
have no problem on this side with the 
amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, would the gentleman yield? 

Mr. DEFAZIO. I yield to the gen
tleman from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, I would like to point out to the 
gentleman that we have funded this 
program in the past, and one reason we 
did not include it in the bill for this 
year was the fact that the other body 
did include it, and we expect that it 
will be a conference item. But we do 
support the program, and we are pre
pared to accept the amendment. 

Mr. DEFAZIO. Mr. Chairman, I just 
wanted to be absolutely certain that 
we get the funding into this program, 
it did not get lost in conference. I ap
preciate the support of the gentleman 
from Florida and the gentleman from 
Pennsylvania. 

The CHAIRMAN. Does any other 
Member wish to speak on the amend
ment? 

If not, the question is on the amend
ment offered by the gentleman from 
Oregon [Mr. DEFAZIO]. 

The amendment was agreed to. 
The CHAIRMAN. Are their there 

other amendments to this portion of 
the bill? 

AMENDMENT NO. 7 OFFERED BY MR. SANDERS 
Mr. SANDERS. Mr. Chairman, I offer 

an amendment. 
The CHAIRMAN. The Clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows: 
Amendment No. 7 offered by Mr. SANDERS: 
Page 9, line 19, insert after the dollar 

amount the following: "(increased by 
$2,000,000)". 

Page 32, line 11, insert after the dollar 
amount the following: "(reduced by 
$2,000,000)" . 

Mr. SANDERS. Mr. Chairman, the 
amendment that I am bringing forth is 
a very simple amendment. It is a 
chance for Members in the House to 
support their National Guard to in
crease funding for an educational pro
gram that represents just the kind of 
policy initiatives we need for young 
people in this country. 

Mr. Chairman, this amendment, 
which is endorsed by the National 
Guard Association of the United 
States, will increase funding by $2 mil
lion for the National Guard star based 
program, bringing the program up to 
the President's request of $4 million. 
The star based public outreach pro
gram is administered by the National 
Guard and targets youth in grades 4 
through 6, it is the fourth, fifth, and 
sixth grades, to learn, hands on, with 
Guard pilots and technicians about 
math, science, and technology and to 
stay off of drugs. 

Mr. Chairman, the star based pro
gram, my amendment brings funding 
for the National Guard star based pro
gram up to the $4 million requested by 
the President. This is , I think, exactly 
what we want to do in our commu
nities. We talk a whole lot about ask
ing kids to stay off of drugs. What this 
program does is have people from the 
National Guard interact with young 
people, explain to them the planes in 
the air work for certain reasons and 
get young kids excited in math and 
science, and the studies that have been 
done on the results of this program are 
excellent. More and more kids have an 
interest in math, they have an interest 
in science. It is a wonderful program 
for the National Guard, and it has been 
very successful. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. SANDERS. I yield to the gen
tleman from Vermont. 

Mr. YOUNG of Florida. Mr. Chair
man, offering the same explanation 
that I did on the previous amendment, 
we are happy to accept this amend
ment. 

Mr. SANDERS. Mr. Chairman, I 
thank the gentleman from Florida very 

much and I thank the gentleman from 
Pennsylvania very much. 

Mr. Chairman, I yield back the bal
ance of my time. 

The CHAIRMAN. Is there further dis
cussion on this amendment? 

If not, the question is on the amend
ment offered by the gentleman from 
Vermont [Mr. SANDERS]. 

The amendment was agreed to. 
Mr. BRADY. Mr. Chairman, I move 

to strike the last word. 
Mr. Chairman, I would like to enter 

into a colloquy with the gentleman 
from Florida [Mr. YOUNG]. 

As the gentleman was aware, the 
Senate-passed defense authorization 
bill for fiscal year 1998 recommends $5 
million for the Secretary of Defense to 
conduct a pilot program to determine 
if hydrocarbon fuels can be tagged for 
analysis and identification. 

Mr. YOUNG of Florida. Mr. Chairman 
will the gentleman yield? 

Mr. BRADY. I yield to the gentleman 
from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, I would respond to his question 
by saying that is my understanding. 

Mr. BRADY. Mr. Chairman, it is an
ticipated that this program will deter 
theft, aid in the investigation of fuel 
theft and aid in determining the source 
of surface and underground pollution 
and locations where the Department of 
Defense and civilian companies main
tain separate fuel storage facilities. 

Mr. Chairman, I yield to the gen
tleman from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, I would say the gentleman is cor
rect in his description of this program. 

Mr. BRADY. Mr. Chairman, it is also 
my understanding that this pilot pro
gram could also be funded through title 
II of the pending bill in the operation 
and maintenance defense-wide account. 

Mr. YOUNG of Florida. Mr. Chair
man, again if the gentleman will yield, 
I would say that he is correct on the 
likely source of funding for this pilot 
program. 

Mr. BRADY. Mr. Chairman, I look 
forward to learning the results of this 
pilot program and thank the gen
tleman from Florida for his leadership 
and assistance. 

The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 

OPERATION AND MAINTENANCE, ARMY 
RESERVE 

For expenses, not otherwise provided for, 
necessary for the operation and mainte
nance, including training, organization, and 
administration, of the Army Reserve; repair 
of facilities and equipment; hire of passenger 
motor vehicles; travel and transportation; 
care of the dead; recruiting; procurement of 
services, supplies, and equipment; and com
munications; $1,207,891,000: Provided, That of 
the funds appropriated in this paragraph, 
$5,000,000 shall not be obligated or expended 
until authorized by law. 
OPERATION AND MAINTENANCE, NAVY RESERVE 

For expenses, not otherwise provided for , 
necessary for the operation and mainte
nance, including training, organization, and 
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administration, of the Navy Reserve; repair 
of facilities and equipment; hire of passenger 
motor vehicles; travel and transportation; 
care of the dead; recruiting; procurement of 
services, supplies, and equipment; and com
munications; $924,711,000: Provided , That of 
the funds appropriated in this paragraph, 
$75,000,000 shall not be obligated or expended 
until authorized by law. 
OPERATION AND MAINTENANCE, MARINE CORPS 

. RESERVE 

For expenses, not otherwise provided for, 
necessary for the operation and mainte
nance, including training, organization, and 
administration, of the Marine Corps Reserve; 
repair of facilities and equipment; hire of 
passenger motor vehicles; travel and trans
portation; care of the dead; recruiting; pro
curement of services, supplies, and equip
ment; and communications; $119,266,000: Pro
vided, That of the funds appropriated in this 
paragraph, $8,900,000 shall not be obligated or 
expended until authorized by law. 

OPERATION AND MAINTENANCE, AIR FORCE 
RESERVE 

For expenses, not otherwise provided for , 
necessary for the operation and mainte
nance, including training, organization, and 
administration, of the Air Force Reserve; re
pair of facilities and equipment; hire of pas
senger motor vehicles; travel and transpor
tation; care of the dead; recruiting; procure
ment of services, supplies, and equipment; 
and communications; $1,635,250,000: Provided, 
That of the funds appropriated in this para
graph, $6,130,000 shall not be obligated or ex
pended until authorized by law. 

OPERATION AND MAINTENANCE, ARMY 
NATIONAL GUARD 

For expenses of training, organizing, and 
administering the Army National Guard, in
cluding medical and hospital treatment and 
related expenses in non-Federal hospitals; 
maintenance, operation, and repairs to 
structures and facilities; hire of passenger 
motor vehicles; personnel services in the Na
tional Guard Bureau; travel expenses (other 
than mileage), as authorized by law for 
Army personnel on active duty, for Army 
National Guard division, regimental, and 
battalion commanders while inspecting units 
in compliance with National Guard Bureau 
regulations when specifically authorized by 
the Chief, National Guard Bureau; supplying 
and equipping the Army National Guard as 
authorized by law; and expenses of repair, 
modification, maintenance, and issue of sup
plies and equipment (including aircraft); 
$2,313,632,000: Provided, That of the funds ap
propriated in this paragraph, $47,200,000 shall 
not be obligated or expended until author
ized by law. 
OPERATION AND MAINTENANCE, AIR NATIONAL 

GUARD 

For operation and maintenance of the Air 
National Guard, including medical and hos
pital treatment and related expenses in non
Federal hospitals; maintenance, operation, 
repair, and other necessary expenses of fa
cilities for the training and administration 
of the Air National Guard, including repair 
of facilities, maintenance, operation, and 
modification of aircraft; transportation of 
things, hire of passenger motor vehicles; sup
plies, materials, and equipment, as author
ized by law for the Air National Guard; and 
expenses incident to the maintenance and 
use of supplies, materials, and equipment, in
cluding such as may be furnished from 
stocks under the control of agencies of the 
Department of Defense; travel expenses 
(other than mileage) on the same basis as au-

thorized by law for Air National Guard per
sonnel on active Federal duty, for Air Na
tional Guard commanders while inspecting 
units in compliance with National Guard Bu
reau regulations when specifically author
ized by the Chief, National Guard Bureau; 
$2,995,719,000: Provided, That of the funds ap
propriated in this paragraph, $9,750,000 shall 
not be obligated or expended until author
ized by law. 

OVERSEAS CONTINGENCY OPERATIONS 
TRANSFER FUND 

(INCLUDING TRANSFER OF FUNDS) 

For expenses directly relating to Overseas 
Contingency Operations by United States 
military forces; $1,855,400,000: Provided , That 
the Secretary of Defense may transfer these 
funds only to operation and maintenance ac
counts within this title, and working capital 
funds: Provided further, That the funds trans
ferred shall be merged with and shall be 
available for the same purposes and for the 
same time period, as the appropriation to 
which transferred: Provided further, That the 
transfer authority provided in this para
graph is in addition to any other transfer au
thority contained elsewhere in this Act: Pro
vided further, That of the funds appropriated 
in this paragraph, $387 ,900,000 shall not be ob
ligated or expended until authorized by law. 

UNITED STATES COURT OF APPEALS FOR THE 
ARMED FORCES 

For salaries and expenses necessary for the 
United States Court of Appeals for the 
Armed Forces; $6,952,000, of which not to ex
ceed $5,000 can be used for official represen
tation purposes. 

ENVIRONMENTAL RESTORATION, ARMY 

(INCLUDING TRANSFER OF FUNDS) 

For the Department of the Army, 
$377,337,000, to remain available until trans
ferred: Provided, That the Secretary of the 
Army shall, upon determining that such 
funds are required for environmental res
toration, reduction and recycling of haz
ardous waste, removal of unsafe buildings 
and debris of the Department of the Army, 
or for similar purposes, transfer the funds 
made available by this appropriation to 
other appropriations made available to the 
Department of the Army, to be merged with 
and to be available for the same purposes 
and for the same time period as the appro
priations to which transferred: Provided fur
ther, That upon a determination that all or 
part of the funds transferred from this appro
priation are not necessary for the purposes 
provided herein, such amounts may be trans
ferred back to this appropriation. 

ENVIRONMEN'l'AL RESTORATION, NAVY 

(INCLUDING TRANSFER OF FUNDS) 

For the Department of the Navy, 
$277,500,000, to remain available until trans
ferred: Provided, That the Secretary of the 
Navy shall, upon determining that such 
funds are required for environmental res
toration, reduction and recycling of haz
ardous waste, removal of unsafe buildings 
and debris of the Department of the Navy, or 
for similar purposes, transfer the funds made 
available by this appropriation to other ap
propriations made available to the Depart
ment of the Navy, to be merged with and to 
be available for the same purposes and for 
the same time period as the appropriations 
to which transferred: Provided further, · That 
upon a determination that all or part of the 
funds transferred from this appropriation are 
not necessary for the purposes provided here
in, such amounts may be transferred back to 
this appropriation. 

ENVIRONMENTAL RESTORATION, AIR FORCE 

(INCLUDING TRANSFER OF FUNDS) 

For the Department of the Air Force, 
$378,900,000, to remain available until trans
ferred: Provided, That the Secretary of the 
Air Force shall, upon determining that such 
funds are required for environmental res
toration, reduction and recycling of haz
ardous waste, removal of unsafe buildings 
and debris of the Department of the Air 
Force, or for similar purposes, transfer the 
funds made available by this appropriation 
to other appropriations made available to 
the Department of the Air Force, to be 
merged with and to be available for the same 
purposes and for the same time period as the 
appropriations to which transferred: Provided 
further, That upon a determination that all 
or part of the funds transferred from this ap
propriation are not necessary for the pur
poses provided herein, such amounts may be 
transferred back to this appropriation. 
ENVIRONMENTAL RESTORATION, DEFENSE-WIDE 

(INCLUDING TRANSFER OF FUNDS) 

For the Department of the Defense, 
$27,900,000, to remain available until trans
ferred: Provided, That the Secretary of De
fense shall, upon determining that such 
funds are required for environmental res
toration, reduction and recycling of haz
ardous waste, removal of unsafe buildings 
and debris of the Department of Defense , or 
for similar purposes, transfer the funds made 
available by this appropriation to other ap
propriations made available to the Depart
ment of Defense , to be merged with and to be 
available for the same purposes and for the 
same time period as the appropriations to 
which transferred: Provided further, That 
upon a determination that all or part of the 
funds transferred from this appropriation are 
not necessary for the purposes provided here
in, such amounts may be transferred back to 
this appropriation. 

ENVIRONMENTAL RESTORATION, FORMERLY 
USED DEFENSE SITES 

(INCLUDING TRANSFER OF FUNDS) 

For the Department of the Army, 
$202,300,000, to remain available until trans
ferred: Provided , That the Secretary of the 
Army shall, upon determining that such 
funds are required for environmental res
toration, reduction and recycling of haz
ardous waste, removal of unsafe buildings 
and debris at sites formerly used by the De
partment of Defense, transfer the funds made 
available by this appropriation to other ap
propriations made available to the Depart
ment of the Army, to be merged with and to 
be available for the same purposes and for 
the same time period as the appropriation to 
which transferred: Provided further, That 
upon a determination that all or part of the 
funds transferred from this appropriation are 
not necessary for the purposes provided here
in, such amounts may be transferred back to 
this appropriation. 

OVERSEAS HUMAN IT ARIAN, DISASTER, AND 
CIVIC Am 

For expenses relating to the Overseas Hu
manitarian, Disaster, and Civic Aid pro
grams of the Department of Defense (con
sisting of the programs provided under sec
tions 401, 402, 404, 2547, and 2551 of title 10, 
United States Code); $55,557,000, to remain 
available until September 30, 1999: Provided, 
That of the funds appropriated in this para
graph, $5,557,000 shall not be obligated or ex
pended until authorized by law. 

FORMER SOVIET UNION THREAT REDUCTION 

For assistance to the republics of the 
former Soviet Union, including assistance 
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provided by contract or by grants, for facili
tating the elimination and the safe and se
cure transportation and storage of nuclear, 
chemical and other weapons; for establishing 
programs to prevent the proliferation of 
weapons, weapons components, and weapon
related technology and expertise; for pro
grams relating to the training and support of 
defense and military personnel for demili
tarization and protection of weapons, weap
ons components, and weapons technology 
and expertise; $284,700,000, to remain avail
able until September 30, 2000. 

TITLE III 
PROCUREMENT 

AIRCRAFT PROCUREMENT, ARMY 

For construction, procurement, produc
tion, modification, and modernization of air
craft, equipment, including ordnance, ground 
handling equipment, spare parts, and acces
sories therefor; specialized equipment and 
training devices; expansion of public and pri
vate plants, including the land necessary 
therefor, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; and procurement 
and insti:tllation of equipment, appliances, 
and machine tools in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; and 
other expenses necessary for the foregoing 
purposes; $1,541,217,000, to remain available 
for obligation until September 30, 2000 '. Pro
vided, That of the $309,231,000 appropriated in 
this paragraph for the procurement of UH-60 
helicopters, $253,231,000 shall be available 
only for the procurement of 26 such aircraft 
to be provided to the Army National Guard 
and $56,000,000 shall be available only for the 
procurement of four such aircraft to be 
reconfigured as CH-60 helicopters and pro
vided to the Navy Reserve: Provided further, 
That of the funds appropriated in this para
graph, $5,953,000 shall not be obligated or ex
pended until authorized by law. 

MISSILE PROCUREMENT, ARMY 

For construction, procurement, produc
tion, modification, and modernization of 
missiles, equipment, including ordnance, 
ground handling equipment, spare parts, and 
accessories therefor; specialized equipment 
and training devices; expansion of public and 
private plants, including the land necessary 
therefor, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; and procurement 
and installation of equipment, appliances, 
and machine tools in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; and 
other expenses necessary for the foregoing 
purposes; $771,942,000, to remain available for 
obligation until September 30, 2000. 

PROCUREMENT OF WEAPONS AND TRACKED 
COMBAT VEHICLES, ARMY 

For construction, procurement, produc
tion, and modification of weapons and 
tracked combat vehicles, equipment, includ
ing ordnance, spare parts, and accessories 
therefor; specialized equipment and training 
devices; expansion of public and private 
plants, including the land necessary there
for, for the foregoing purposes, and such 
lands and interests therein, may be acquired, 
and construction prosecuted thereon prior to 
approval of title; and procurement and in
stallation of equipment, appliances, and ma
chine tools in public and private plants; re
serve plant and Government and contractor
owned equipment layaway; and other ex-

penses necessary for the foregoing purposes; 
$1,332,907,000, to remain available for obliga
tion until September 30, 2000. 

PROCUREMENT OF AMMUNITION, ARMY 

For construction, procurement, produc
tion, and modification of ammunition, and 
accessories therefor; specialized equipment 
and training devices; expansion of public and 
private plants, including ammunition facili
ties authorized by section 2854, title 10, 
United States Code, and the land necessary 
therefor, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; and procurement 
and installation of equipment, appliances, 
and machine tools in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; and 
other expenses necessary for the foregoing 
purposes; $1,062,802,000, to remain available 
for obligation until September 30, 2000. 

OTHER PROCUREMENT, ARMY 

For construction, procurement, produc
tion, and modification of vehicles, including 
tactical, support, and non-tracked combat 
vehicles; communications and electronic 
equipment; other support equipment; spare 
parts, ordnance, and accessories therefor; 
specialized equipment and training devices; 
expansion of public and private plants, in
cluding the land necessary therefor, for the 
foregoing purposes, and such lands and inter
ests therein, may be acquired, and construc
tion prosecuted thereon prior to approval of 
title; and procurement and installation of 
equipment, appliances, and machine tools in 
public and private plants; reserve plant and 
Government and contractor-owned equip
ment layaway; and other expenses necessary 
for the foregoing purposes; $2,502,886,000, to 
remain available for obligation until Sep
tember 30, 2000. 

AIRCRAFT PROCUREMENT, NAVY 

For construction, procurement, produc
tion, modification, and modernization of air
craft, equipment, including ordnance, spare 
parts, and accessories therefor; specialized 
equipment; expansion of public and private 
plants, including the land necessary there
for, and such lands and interests therein, 
may be acquired, and construction pros
ecuted thereon prior to approval of title; and 
procurement and installation of equipment, 
appliances, and machine tools in public and 
private plants; reserve plant and Govern
ment and contractor-owned equipment lay
away; $6,753,465,000, to remain available for 
obligation until September 30, 2000: Provided, 
That of the funds appropriated in this para
graph, $580,515,000 shall not be obligated or 
expended until authorized by law. 

WEAPONS PROCUREMENT, NAVY 

For construction, procurement, produc
tion, modification, and modernization of 
missiles, torpedoes, other weapons, and re
lated support equipment including spare 
parts, and accessories therefor; expansion of 
public and private plants, including the land 
necessary therefor, and such lands and inter
ests therein, may be acquired, and construc
tion prosecuted thereon prior to approval of 
title; and procurement and installation of 
equipment, appliances, and machine tools in 
public and private plants; reserve plant and 
Government and contractor-owned equip
ment layaway; $1,175,393,000, to remain avail
able for obligation until September 30, 2000. 

PROCUREMENT OF AMMUNITION, NAVY AND 
MARINE CORPS 

For construction, procurement, produc
tion, and modification of ammunition, and 

accessories therefor; specialized equipment 
and training devices; expansion of public and 
private plants, including ammunition facili
ties authorized by section 2854, title 10, 
United States Code, and the land necessary 
therefor, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; and procurement 
and installation of equipment, appliances, 
and machine tools in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; and 
other expenses necessary for the foregoing 
purposes; $423,797,000, to remain available for 
obligation until September 30, 2000. 

SHIPBUILDING AND CONVERSION, NAVY 

For expenses necessary for the construc
tion, acquisition, or conversion of vessels as 
authorized by law, including armor and ar
mament thereof, plant equipment, appli
ances, and machine tools and installation 
thereof in public and private plants; reserve 
plant and Government and contractor-owned 
equipment layaway; procurement of critical, 
long leadtime components and designs for 
vessels to be constructed or converted in the 
future; and expansion of public and private 
plants, including land necessary therefor, 
and such lands and interests therein, may be 
acquired, and construction prosecuted there
on prior to approval of title, $7,628,158,000, to 
remain available for obligation until Sep
tember 30, 2002: Provided, That additional ob
ligations may be incurred after September 
30, 2002, for engineering services, tests, eval
uations, and other such budgeted work that 
must be performed in the ·final stage of ship 
construction: Provided further, That none of 
the funds herein provided for the construc
tion or conversion of any naval vessel to be 
constructed in shipyards in the United 
States shall be expended in foreign facilities 
for the construction of major components of 
such vessel: Provided further, That none of 
the funds herein provided shall be used for 
the construction of any naval vessel in for
eign shipyards: Provided further, That none of 
the funds in this paragraph for advance pro
curement for the overhaul of CVN-69 may be 
obligated unless the overhaul includes in
stallation of cooperative engagement capa
bility and the ship self-defense system: Pro
vided further , That none of the funds in this 
paragraph for production of DDG-51 destroy
ers may be obligated unless at least four of 
the twelve ships in the multiyear contract 
for fiscal years 1997 to 2001 are to be deliv
ered to the Government with cooperative en
gagement capability and theater ballistic 
missile defense capability installed when the 
ships are commissioned. 

OTHER PROCUREMENT, NAVY 

For procurement, production, and mod
ernization of support equipment and mate
rials not otherwise provided for, Navy ord
nance (except ordnance for new aircraft, new 
ships, and ships authorized for conversion); 
the purchase of not to exceed 194 passenger 
motor vehicles for replacement only; and the 
purchase of one vehicle required for physical 
security of personnel, notwithstanding price 
limitations applicable to passenger vehicles 
but not to exceed $275,000 per vehicle; expan
sion of public and private plants, including 
the land necessary therefor, and such lands 
and interests therein, may be acquired, and 
construction prosecuted thereon prior to ap
proval of title; and procurement and instal
lation of equipment, appliances, and ma
chine tools in public and private plants; re
serve plant and Government and contractor
owned equipment layaway; $3,084,485,000, to 
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remain available for obligation until Sep
tember 30, 2000: Provided, That of the funds 
appropriated in this paragraph, $11,053,000 
shall not be obligated or expended until au
thorized by law. 

PROCUREMENT, MARINE CORPS 

For expenses necessary for the procure
ment, manufacture , and modification of mis
siles, armament, military equipment, spare 
parts, and accessories therefor; plant equip
ment, appliances, and machine tools, and in
stallation thereof in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; vehi
cles for the Marine Corps, including the pur
chase of not to exceed 40 passenger motor ve
hicles for replacement only; and expansion of 
public and private plants, including land 
necessary therefor, and such lands and inter
ests therein, may be acquired, and construc
tion prosecuted thereon prior to approval of 
title; $491,198,000, to remain available for ob
ligation until September 30, 2000: Provided, 
That of the funds appropriated in this para
graph, $48,391,000 shall not be obligated or ex
pended until authorized by law. 

AIRCRAFT PROCUREMEN'r , AIR FORCE 

For construction, procurement, and modi
fication of aircraft and equipment, including 
armor and armament, specialized ground 
handling equipment, and training devices, 
spare parts, and accessories therefor; special
ized equipment; expansion of public and pri
vate plants, Government-owned equipment 
and installation thereof in such plants, erec
tion of structures, and acquisition of land, 
for the foregoing purposes, and such lands 
and interests therein, may be acquired, and 
construction prosecuted thereon prior to ap
proval of title; reserve plant and Govern
ment and contractor-owned equipment lay
away; and other expenses necessary for the 
foregoing purposes including rents and trans
portation of things; $6,386,479,000 to remain 
available for obligation until September 30, 
2000: Provided, That of the amounts provided 
under this heading, $20,000,000 is available 
only to initiate phase II of the Department 
of Defense plan to acquire and install up
graded navigation and safety equipment for 
passenger and troop carrying aircraft. 

D 1115 
AMENDMENT OFFERED BY MR. OBEY 

Mr. OBEY. Mr. Chairman, I offer an 
amendment. 

The Clerk read as follows: 
Amendment offered by Mr. OBEY: 
Page 27, line 23, after the dollar amount, 

insert the following: " (reduced by 
$331,000,000) ' ,. 

Page 31, line 2, after the dollar amount, in-
sert the following: "(increased by 
$105,000,000)" . 

Page 35, line 18, after the dollar amount, 
insert the following: " (increased by 
$12,000,000)" . 

Page 35, line 19, after the dollar amount, 
insert the following: "(increased by 
$12,000,000)" . 

Mr. OBEY. Mr. Chairman, I am offer
ing this amendment on behalf of myself 
and a number of other Members, in
cluding the gentleman from California 
[Mr. DELLUMS]. I know there are other 
Members who will be speaking on it as 
well. This amendment essentially cuts 
331 million from the bill to prevent the 
production of 9 B- 2's that the Pentagon 
has not even asked for. It would reduce 
the deficit by $214 million. It would add 

$105 million for the air National Guard 
KC- 135 reengining and it would add $12 
million for Army breast cancer re
search. It would also remove a major 
veto threat to this bill and we would 
wind up spending less money. 

What I am trying to do is to remove 
a $27 billion fiscal time bomb which is 
tucked into this bill. I want to simply 
point- out that the cost of these B- 2 
bombers by the time they are fully pur
chased, by the time they are fully 
equipped, will drive the rest of the de
fense budget into a squeeze which I do 
not believe thoughtful Members will 
want to see it experience. 

To put this in perspective, this is a 
bomber which has been turned down by 
some 20 different studies. Five different 
times the proponents of proceeding 
with the B-2 have asked for studies to 
try to object to the fact that four dif
ferent Secretaries of Defense have tried 
to limit the number of B-2's that we 
are buying to 20. Each time the studies 
wound up saying that the decisions 
made by the Secretaries of . Defense 
were the correct decisions and that we 
should not be proceeding to build more 
than the number of bombers asked for 
by the Pentagon. 

To put this in perspective, just 2 
years ago the cost of one of these B- 2 
bombers was expected to be about $1.2 
billion. That is enough to pay the un
dergraduate tuition for every single 
student at the University of Wisconsin 
for the next 11 years. Yet the Congress 
is being asked to buy 9 additional B- 2's 
that the Pentagon does not want, that 
the President does not want, and that 
the Defense Department has indicated 
would cause a veto. 

I want to read from the statement of 
administration policy. It says: " Over
all, for the reasons stated below, the 
Secretl'}.ry of Defense would join the 
President's other senior advisors in 
recommending that the President veto 
the bill if it were presented to him in 
its current form." 

It goes on to say about the B-2: "The 
administration firmly opposes the $331 
million increase to the President's re
quest for B-2 production." And it goes 
on to say that " this life cycle cost of 
over $20 billion would weaken the abil
ity of the Air Force to acquire other 
urgently needed weapons systems and 
that these resources should be allo
cated to higher priority requirements." 

Now, what I am trying to do today is 
to remove that veto threat. 

I would also like to read from Sec
retary Cohen's QDI report which says 
as follows: " The B- 2 would not provide 
the full range of war fighting and shap
ing capabilities offered by the forces it 
would replace * * *. It goes on to say 
the B- 2 " did not provide the same 
weaponry delivery capacity per day as 
the forces that would have to be retired 
to pay for the B- 2's. " And then it con
cludes by saying there " would be a loss 
in war fighting capability during the 

decade or more between when the out
going forces were retired and all the B-
2's were delivered." 

It seems to me that indicates that we 
ought to not proceed to make this very 
expensive purchase. 

Instead what we are trying to do is to 
use a good portion of this for deficit re
duction and then to provide some fund
ing so that we can increase the 
reengining of KC- 135's for the Air Na
tional Guard which are crucial to our 
refueling procedures around the world. 
Basically we have a number of older 
planes with very low-flying hours 
which are in very good shape. We can 
reengine those planes, use them for re
fueling operations and save a good 
amount of money, over $105 million in 
the process. 

Third, we would add $12 million to 
the Army breast cancer research and 
treatment prog-ram, bringing that up 
above the level provided in the bill. 
That program has recently received a 
very good evaluation when it has been 
peer reviewed. 

The CHAIRMAN. The time of the 
gentleman from Wisconsin [Mr. OBEY] 
has expired. 

(By unanimous consent, Mr. OBEY 
was allowed to proceed for 2 additional 
minutes.) 

Mr. OBEY. Mr. Chairman, I would 
simply say that what is at issue here is 
not whether we ought to have a strong 
defense or not. It is not whether we 
ought to provide our troops with the 
best equipment money can buy or not. 
Obviously we need a strong defense and 
obviously we need to provide the best 
weaponry that money can buy for our 
troops. The question is, do we really 
need to buy nine additional bombers 
that the Pentagon is saying we do not 
need, the Secretary of Defense is say
ing we do not need, especially when we 
have other higher priority items in the 
military budget. I think the answer to 
that question is no. I think we ought to 
heed those some 20 studies that have 
been conducted on this matter. This 
amendment is supported on a bipar
tisan basis and I would urge the House 
to adopt it. 

Mr. LEWIS of California. Mr. Chair
man, I move to strike the last word, 
and I rise to oppose the amendment. 

Mr. Chairman, I appreciate the chair
man yielding. I rise reluctantly to op
pose the position of the ranking mem
ber of the full committee, for I under
stand how carefully he has reviewed 
this matter. But frankly , just a couple 
of years ago I had taken a position that 
was not dissimilar. I was responding to 
the administration's direction that 
perhaps we could get by with two 
squadr ons, that is, 20 B- 2's. In spite of 
the fact that the trend around the Con
gress was to say to DOD that we were 
going to begin to withdraw our troops 
from the world, close foreign bases and 
have most of our military assets lo
cated in to the continental United 
States. 
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Then during the midst of the cam

paign when candidate Bob Dole was 
going to southern California just the 
day before he arrived at a location, 
Pico Rivera, where many of these em
ployees who deal with the B-2 work, 
the President announced that he was 
going to support the 21st B- 2. That is, 
I gathered he was supporting the third 
squadron or at least moving in that di
rection. Recog·nizing that if we are 
going to be withdrawing troop force 
around the world and still need, as the 
leader of the free world, to project 
force, that indeed we had to have 
enough assets available to be able to 
deliver force with great strength at 
long distance and at relatively low 
cost. Such a force, for example, would 
be quickly available to stop a rogue na
tion that was going to cross its neigh
bor's boarders and strike it heavily. 
Our B- 2 force could be present quickly 
and then give us time to get personnel, 
ships and other assets into the region. 

There is little doubt that a third 
squadron is very necessary if we are 
going to play that sort of role in this 
hopefully growing more peaceful world. 
The B-2 is fundamental to America's 

· continued leadership as we recognize 
that fewer of our overall assets are 
going to be availab e for national de
fense. 

There is little doubt that we are on 
the right track to develop a third 
squadron. It will save us money over 
time. But probably most importantly 
Mr. Chairman, it is a fundamental 
asset in all of our desire to maintain 
peace and freedom in the world. I 
strongly oppose the gentleman's 
amendment. 

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

Mr. LEWIS of California. I yield to 
the gentleman from Washington. 

Mr. DICKS. Mr. Chairman, I want to 
commend the gentleman from Cali
fornia, who has been one of our most 
steadfast supporters on the B-2 over 
the years. I want to point out to my 
colleagues in the House that there was 
a very positive statement in the Quad
rennial Defense Review which said that 
in the halt phase, when you are trying 
to stop the enemy from coming in, like 
Saddam was coming into Kuwait, that 
there is nothing that the United States 
military possesses that can do what 
the B- 2 bomber will be able to do once 
we get the smart conventional sub
muni tions on it like sensor fused weap
on. 

Going back to the gulf war, Iran did 
assimilation against Saddam's division 
moving south and with a small number 
of B- 2 bombers, with sensor fused 
weapon, they destroyed 46 percent of 
the mechanized vehicles in that divi
sion and rendered it destroyed in the 
field. 

That is an incredible new capability. 
We have never had that capability be
fore to stop a mechanized division once 
it is under way. 

I believe that this bomber is abso
lutely essential to our national secu
rity. I believe that this is one of the 
greatest mistakes ever made by a coun
try in its history in not funding some
thing that will give us an asymmet
rical advantage over every conceivable 
adversary. Because a stealth bomber 
with these smart weapons can attack a 
nation's capital, all of its industrial fa
cilities, all of its military at the same 
time, i.f you have enough of these 
bombers. That is the problem. Twenty
one simply does not do the job. 

Mr. LEWIS of California. Reclaiming 
my time, Mr. Chairman, the gentleman 
makes several very important points. 
As we conventionalize the B-2, there is 
little doubt that it provides an asset 
that indeed allows America to extend 
its force very cheaply relative to other 
assets that are available to us. Indeed 
if America is going to defend freedom 
from our continental base, indeed if we 
are going to continue to close down 
bases around the world, there is little 
doubt that we need to be able to strike 
quickly and safely, deliver force that 
will stop a would-be aggressor. 

D 1130 
It is very fundamental to the policy 

presently in place, and I strongly sup
port procuring nine additional B-2's. 

Mr. FOLEY. Mr. Chairman, I move to 
strike the requisite number of words. 

Mr. Chairman, we are gathered here 
in this Chamber on a very historic op
portunity, an historic day, to balance 
the Federal budget, to bring about 
some fiscal sanity in this Nation, to 
tell the American taxpayers we are fi
nally, after many decades, becoming 
more responsible with their money. 

Not a day goes by that we do not 
open the newspaper and see a story of 
more fraud , waste, and abuse in our 
Federal Government. Medicare: Report 
indicates $24 billion in wasteful fraudu
lent spending-$23 billion. 

A report the other day, commis
sioned by the Air Force, indicates that 
several of our current fleet are rusting 
away, are dangerous planes to fly. 

Today, I rise to support the gen
tleman from Wisconsin [Mr. OBEY] and 
the gentleman from California [Mr. 
DELLUMS] in their effort to cut the B-
2 bomber, cut $331 million from the bill 
to start production of nine more B-2's. 

Let us tell the whole story. They in
dicate it will cost $27 billion to con
tinue to build this plane, not $331 mil
lion. That is the start-up price. That is 
to get a foot in the door. That is to 
keep the production line going. 

I commend the gentleman from Wis
consin because he did something today 
that I am very much in support of: re
ducing the deficit by $214 million, using 
the cuts to reduce the deficit. Fiscal 
sanity. Changing priorities. Finding a 
way to make ends meet. 

How can we, in good conscience, let 
this opportunity go by us? We can bal-

ance the budget, but we can do more. 
The economy is going in our direction. 
We are reducing spending in so many 
areas. We are increasing revenues. But, 
my fellow colleagues, the deficit still 
hovers at $5.3 trillion. 

By the year 2002, when we finally bal
ance, maybe before, we will be $6 tril
lion in debt. In spending on interest 
alone on the deficit, $285 billion going 
out of the coffers of the American tax
payers into the pockets of the bond 
holders, not doing anything for society, 
not rebuilding infrastructure, not mak
ing a difference in our inner cities, not 
improving education for our children
$285 billion on spending for interest 
alone. 

It is like paying a 30-year mortgage 
and never touching the principal. At 
the end of 30 years we still owe the 
same amount we did when we bought 
the house. 

My fellow colleagues, it is a simple 
analogy. We have plenty of B-2 bomb
ers. The Pentagon says the current 
fleet of 21 B-2 bombers is sufficient to 
meet the two war scenario, the ability 
to fight and win two wars at the same 
time. 

The massive Deep-Attack Weapons 
Mix Study conducted by the Pentagon 
concluded that it would not be more 
cost effective to buy B-2 bombers. Re
publican appointee Defense Secretary 
Cohen, appointed by the President, a 
member of my party from Maine, does 
not want any more B-2 bombers. I have 
to trust the Secretary of Defense in 
making judgments and determinations. 

The Pentagon has told us they do not 
want any more B-2 bombers. Military 
generals have told us they do not want 
any more B-2 bombers. But we sit here 
with the Nation's checkbook and say 
we will have our will in this House, we 
will insist on buying more B- 2 bomb
ers. We do not care what the experts 
tell us, we will waste taxpayers ' dollars 
to please some defense contractors. It 
is time to stop that kind of wasteful 
spending. 

Again, the Congressional Budget Of
fice, the one CBO that we held up as 
the model of efficiency and accuracy 
when we debated the tax measures, the 
CBO projects that to build and operate 
nine additional B- 2 born bers over the 
next 20 years could cost over $27 bil
lion- $27 billion. 

Mr. Chairman, I urge my colleagues 
to come to this floor prepared to make 
a sacrifice for the American taxpayers 
today, to support the Obey amendment 
to strike the B-2 bomber, to save $331 
million today, $27 billion over the life 
of this project, to reduce the deficit by · 
$214 million, add $105 million for the 
Air National Guard KC- 135 re-engining 
and add $12 million for Army breast 
cancer research, one of the most accu
rate groups that has been working on 
detecting breast cancer and curing 
breast cancer, the Army breast cancer 
research program. It also removes a 
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major veto threat the President has in
dicated. 

I am not concerned about veto 
threats. The President makes them on 
almost every bill. But on this one I 
particularly agree with him. I agree 
with him because I think he is making 
a good point on saving the fiscal sanity 
of this Nation. And, again, I have sup
ported, as a Member of Congress from 
Florida, most defense spending on new 
weapon systems. This one has to go. 
Eliminate it and support the Obey 
amendment. 

Mr. TRAFICANT. Mr. Chairman, I 
move to strike the requisite number of 
words. 

Mr. Chairman, I want to commend 
the chairman, the gentleman from 
Florida [Mr. YOUNG], and the ranking 
member, the gentleman from Pennsyl
vania [Mr. MURTHA], for an excellent 
bill. Over the years I think they have 
given us better bills than many times 
what we have supported. 

I, for one, want to thank them for the 
language that assures the inspector 
general to conduct random audits on 
these so-called micro purchases of for
eign-made goods, and also for the lan
guage that deals with reciprocity when 
foreign countries do not allow our com
panies to bid on their products; that 
this would in fact rescind the blanket 
waiver of the Buy American Act. That 
language makes a lot of sense in this 
bill. 

I rise today because in the past I 
have voted to slow down defense build
ing. But we just did not slow down de
fense building, we have really whacked 
away at the defense budget. I would 
just like to say that probably our 
major role here is to protect our na
tional security, in Congress. We cannot 
protect the national security of our 
great Nation with a neighborhood 
crime watch. 

Defense is expensive, and B- 2 is a 
weapon of strength. Ronald Reagan 
once made a statement that made a lot 

·of sense to me. He said you always ne
gotiate from a position of strength. B-
2 is absolute stone cold strength. 

Without talking about Captain 
O'Grady, without talking about a great 
need, it, in fact, boggles my mind that 
we continue to discuss B- 2 with its 
great stealth strength opportunities 
for us. If we cannot see it, we cannot 
hear it, it cannot be detected by radar, 
and we should not talk about it, how 
will they know how many we really 
have? But the greatest weapon of all 
war is the weapon of deterrence, and 
the greatest weapon of strength we 
now have in our arsenal is the B- 2. 

I am standing today supporting this 
bill, and I would also like to add that 
I believe we have cut too far and we are 
beginning to weaken, weaken long
term national security interests 
through our zeal to what many call 
this cutting back on this bloated budg
et. I believe we are underfunded for de-

fense now and, intelligently, we should 
move the program forward. 

We should stand here, Mr. Chairman, 
and support B-2. B-2 is strength. We 
have always negotiated from a position 
of strength, and we should al ways be 
prepared to protect our national secu
rity from that position of strength. 

Mr. Chairman, I appreciate the chair
man and the ranking member including 
those Buy American issues, those reci
procity issues, those micro purchase 
issues, foreign-made goods, addressing 
them intelligently in this bill. 

Mr. HEFNER. Mr. Chairman, I move 
to strike the requisite number of 
words. 

Mr. Chairman, I would be remiss if I 
did not congratulate the chairman, the 
gentleman from Florida, {Mr. BILL 
YOUNG]. I have been serving on this 
Subcommittee on National Security of 
the Committee on Appropriations for a 
long, long while, and he has conducted 
this markup in the committee in a way 
that is absolutely exemplary. He has 
shown a side that very few of us can 
say that we have exhibited here, his 
compassion for research, cancer re
search, · bone marrow, head injuries; 
and the ranking minority member, the 
gentleman from Pennsylvania [Mr. 
JACK MURTHA]. 

This has just been a joy to work with 
this committee this year because of the 
fairness of it, and I just want to con
gratulate the gentleman from Florida 
on bringing to the floor today a bill 
that I believe is responsible and de
serves the overall support of every 
Member of this House, and for the staff 
who have worked very closely with us 
on some very critical issues. 

Again, Mr. Chairman, I want to 
thank him for his work on this bill and 
for his leadership that has brought us 
here to the House floor today, and I 
would recommend an "aye" vote on the 
entire bill. 

Mr. DELLUMS. Mr. Chairman, I 
move to strike the requisite number of 
words. 

Mr. Chairman, I rise in support of the 
amendment offered by my distin
guished colleague from Wisconsin, [Mr. 
OBEY] to strike $331 million to begin 
advance procurement for nine addi
tional B- 2 bombers. 

Now, I have listened to the debate 
thus far and, first, let me establish 
hopefully some bona fides in this de
bate. I am now completing my 27th 
year in the House of Representatives, 
nearly 25 of them serving on what in 
the past had been ref erred to as the 
House Armed Services Cammi ttee, and 
now the House Committee on National 
Security, authorizing committee, 
where we debate these matters sub
stantively on the basis of policy. In 
that regard, I would like to say that 
while this is the appropriations bill, 
this is indeed the appropriate oppor
tunity for us to end this madness. 

Now, first of all, Mr. Chairman, how 
many times have we in this country 

heard of the ultimate weapon? How 
many times has this Nation been in 
search of the ultimate weapon to pre
vent war? And the ultimate weapon, I 
would suggest, does not root itself in 
some technology built in some par
ticular State in some particular dis
trict, deriving billions of dollars in 
that area. That is not our greatest 
strength. That is not the ultimate 
weapon. 

Our ultimate weapon is our capacity 
to use our minds to deter war, as we sit 
around a table to negotiate non
violently and politically and dip
lomatically how we will live with each 
other. Our future is not vested in some 
B- 2 bomber. That is absurd, ludicrous 
and ridiculous, and we need to abandon 
that mentality that in some way the 
future of our children and our chil
dren's children is locked in some tech
nology built by some manufacturer 
that ultimately will derive billions of 
dollars to do it. 

Now, what is the bottom line, Mr. 
Chairman? The bottom line is that this 
is not about B-2's. I underscore, it is 
not about B-2's. We have B-2's. We 
have 21 of them. Where on Earth do we 
need to fly more than 21 B-2's? 

Mr. Chairman, I would remind my 
colleagues that when President Bush 
went to war in the Persian Gulf, he 
told the American people he was mov
ing against the fourth largest army in 
the world. Within a matter of hours, we 
had conquered airspace and conquered 
these people. We never used one B- 2. 

Where, Mr. Chairman? The Soviets 
have reduced their military budget by 
80 percent, as the gentleman from Wis
consin [Mr. OBEY] already pointed out. 
If we are going to do battle with China, 
it will be economics, it will not be fir
ing missiles at each other. I would like 
to think we have moved beyond that 
bizarre and absurd set of ideas. We 
have 21 of these planes. That is more 
than enough. 

Now, one of my colleagues said that 
when the President funded the 21st 
plane that meant we were starting 
down the road toward the third squad
ron. I would suggest, at a bare min
imum, that that is .hyperbole. 

How did we get to the 21st plane? Mr. 
Chairman, we had a prototype B- 2 
plane. A prototype. The first prototype 
B- 2, hand built. It was not operational. 
A decision was made, rightly or wrong
ly, to take several hundred million dol
lars to make that 21st prototype non
operational plane operational. Nothing 
was said that we will take this plane 
and move down the road toward 30 of 
them. 

Now, if Members want to argue that, 
they are arguing that from self-inter
est, a little bit disingenuous, because it 
was never stated and never said. This is 
not about B-2's. We have them. It is 
about what the Congressional Budget 
Office refers to as a $27 billion, not mil
lion, $27 billion program. 
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It is $13.6 billion of it that is in pro
curement; $13.2 billion of it in oper
ation, maintenance equipment, et 
cetera, $26.8 billion. 

The Comptroller, Office of the Pen
tagon determines it as close to $21 bil
lion. In the letter that talks about 
vetoing this bill, if the B-2 is in it, 
they refer it as a $20 billion expendi
ture. 

The CHAIRMAN. The time of the 
gentleman from California [Mr. DEL
LUMS] has expired. 

(By unanimous consent, Mr. DELLUMS 
was allowed to proceed for 5 additional 
minutes.) 

Mr. DELLUMS. So this is not about 
B- 2. We have them. It is about an ex
traordinary amount of money. 

Now, as I said, the CBO costed out at 
$27 billion to build nine. The Comp
troller, $21 billion. Let us look at the 
budget. Mr. Chairman, if you will re
call, the budget resolution that we are 
about to agree to, all the newspaper 
headlines, great deal, balanced budget 
is now being addressed. In that bal
anced budget, there was $17 .5 billion of 
additional money for the Department 
of Defense over and above the Presi
dent 's request during the 5 years of 
this so-called balanced budget, $17 .5 
billion. 

Now, the unbudgeted Quadrennial 
Defense Review has already claimed 
the $17.5 billion and will claim the en
tire portion of it. My distinguished col
league, the gentleman from Wash
ington [Mr. DICKS], earlier in the con
text of the debate on the rule , pointed 
out that there was some $20 billion 
slush fund , referred to as the weapon 
procurement reserve fund , that they 
could magically take this $13.6 billion 
out of that fund to fund this additional 
B- 2. 

But they say nothing about where 
they are going to get the 13.2 down the 
road. But let us talk about the 13.6. 
This was an item placed in the 5-year 
defense plan that would not appear in 
the budget next year because what this 
fund was established to do was to look 
at the problems of underfunding in the 
weapon procurement account that 
would come about as a result of the 
Quadrennial Defense Review. 

Now let us look at how they are 
going to spend this money. Listen up, 
people. The V- 22. How many people in 
this Chamber have been telling the ma
rines, we are committed to the V- 22? 
Part of this money goes to fund the V-
22. How many people? 

The second item, the Army 21 force 
program, how many officers have said 
to the Army, we agree with you on the 
force 21 program. Part of this money is 
to defund that. Full funding for the na
tional missile defense. How many 
times have we paraded into these 
Chambers to discuss national missile 
defense? It was part of the Contract 
With America. Numerous discussions 

and debate about funding the national 
missile defense. 

The administration came before our 
committee and said that we are be
tween $2 billion and $3 billion under
funded minimally in our national mis
sile defense program. Part of that 
money is going to come out of this pro
gram. They even, in response to a ques
tion of mine, " Will the program be 
fully funded if we give you the $2. 7 or 
$2.8 billion?" They said, " maybe not. " 
So they made some additional play for 
those who have frightened the Amer
ican people about national missile de
fense, where do you think the funding 
is going to come in that program? 
Right out of this fund that you are get
ting ready to get committed to spend 
for nine additional B- 2's. 

For those who think that we ought to 
be demilitarizing these chemical weap
ons, how many millions of American 
people live around these weapons 
around the country that we ought to be 
demilitarizing because they are dan
gerous? That program will be fully 
funded as a result of taking money out 
of this reserve fund. So this is no slush 
fund. 

Medical programs. For those who be
lieve that weapons of mass destruction 
and the proliferation of weapons of 
mass destruction is one of the most 
dangerous issues that we confront, and 
we know that is the case, anyone who 
is diligently about their job in the Con
gress of the United States knows that 
proliferation of weapons of mass de
struction and terrorism are the two 
major issues confronting us today, that 
program will be funded out of this ac
count. 

Let us move forward. What are the 
trade-offs? Mr. Chairman, what are the 
trade-offs? I did mention on numerous 
occasions that, in the context of a bal
anced budget, the world has changed. 
This is not some magical fund . I would 
like to think that I have spoken to 
that and prepared to speak to it even 
further. But let us talk about the re
ality that the gentleman from Florida 
[Mr. FOLEY] spoke of. 

This is a balanced budget environ
ment. And when we have a balanced 
budget and we are talking about $13.6 
billion in that 5 years , ultimately $27 
billion but $13.6 billion in the 5 years, 
and we are pushing that money in the 
budget, we have got to push something 

· out of the budget. So what are the 
trade-offs? 

The B- 2 proponents recommending 
trading off tack air, F- 22, FA- 18 and 
the joint strike fighter . 

Mr. DELLUMS. Mr. Chairman, I ask 
unanimous consent to proceed for 5 ad
ditional minutes. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
California? 

Mr. YOUNG of Florida. Mr. Chair
man, reserving the right to object, 
under our reservation, I would like to 

point out to my very distinguished 
friend that we have made these argu
ments time after time after time after 
time, and the business of the House is 
being delayed now, 

There are other Members who want 
to speak. And I am not going to object, 
but I think we all ought to pay atten
tion to the fact that the gentleman has 
already used 10 minutes now. He con
trolled considerable time when we had 
this debate on the authorization bill , 
where he is the ranking member. And I 
just think that we really ought to be 
considering a time limitation, because 
nothing new is being said. We are re
hashing the same arguments over and 
over again. And while I will not object 
to this additional request for time, I 
would put the Members on notice that 
I will object to other Members who 
would ask for additional time over and 
above their 5 minutes. 

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

Mr. YOUNG of Florida. Further re
serving the right to object, I yield to 
the gentleman from Washington. 

Mr. DICKS. Mr. Chairman, I think we 
have to be fair here now in terms of the 
time. I would hope that my colleague is 
going to let the other side at least have 
a chance to have the time, at least my
self, the same amount of time that the 
gentleman from California [Mr. DEL
LUMS] had, because he had made a lot 
of accusations here today, some of 
which are true, and I would like a 
chance to rebut them. 

Mr. YOUNG of Florida. Mr. Chair
man, my suggestion is, and it is some
thing that I suggested earlier, that we 
set a specific amount of time, have it 
managed and controlled by the pro
ponents and the opponents, so we can 
get to the end of this debate sometime 
today. 

Mr. DICKS. Mr. Chairman, the pro
ponents had time to go here for 10 min
utes, a lot more time than the oppo
nents thus far. So I would like us to 
balance it out before we go to a time 
agreement ~ if the gentleman would pos
sibly agree to that. 

Mr. YOUNG of Florida. Mr. Chair
man, let me ask the author of the 
amendment if he would be interested in 
discussing a possible time limitation 
with the time managed? 

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

Mr. YOUNG of Florida. I yield to the 
gentleman from Wisconsin. 

Mr. OBEY. Mr. Chairman, let me 
simply say that we are being asked to 
spend about $300 billion. And it seems 
to me that this is not out of line to 
spend approximately half an hour lis
tening to the arguments against the 
expenditure of the i tern under review 
on this amendment. 

I would simply say that I know that 
the manager of this bill would like to 
see the House finish this bill with very 
little debate, but the fact is this is an 
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appropriation bill, the Congress is exer
cising the power of the purse. We may 
make one decision on an authorization 
bill when real dollars are not in hand, 
but when we are on an appropriation 
bill, this is when we actually get to see 
what the tradeoffs are. 

It seems to me that it is not too 
much to expect. I mean, as far as I 
know, there are only about four speak
ers against this. They are going to win 
the amendment. But it seems to me 
that we have a right to have a reason
able amount of time to make the argu
ments against it. 

The gentleman from California [Mr. 
DELLUMS] is only the ranking member 
on the authorizing committee. He only 
knows more about this than probably 
anyone else on the floor. And given the 
fact that we have spent hours and 
hours on the legislative appropriations 
bill and other appropriation bills, I see 
no harm in spending less time on this 
bill in the end than we would have 
spent on virtually every other appro
priations bill. 

Mr. YOUNG of Florida. I do not 
know. So I assume the gentleman's an
swer is negative on limiting time? 

Mr. OBEY. If the gentleman will 
yield, I know of only one other speaker 
on our side of the aisle. 

Mr. YOUNG of Florida. Mr. Chair
man, I will not object to this time ex
tension. But I think we need to make 
sure that both sides get fair treatment 
on time. And we want to say again, 
under our reservation, we have debated 
this over and over and over again. And 
the gentleman from California [Mr. 
DELLUMS] has spent at least half an 
hour himself during the last debate. 
And the gentleman is correct, he is 
very knowledgeable on the issues. Al
though he is wrong most of the time, 
he is very knowledgeable on these na
tional defense issues. 

Mr. Chairman, I may suggest this 
time limitation depending on how this 
plays out. 

Mr. Chairman, I withdraw my res
ervation of objection. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
California? 

There was no objection. 
The CHAIRMAN. The gentleman 

from California [Mr. DELLUMS] is rec
ognized for 5 additional minutes. 

Mr. DELLUMS. Mr. Chairman, first 
of all, I appreciate the gentleman's 
gratuitous shot. 

Second, one point on which I agree 
with the gentleman,' we ought to all be 
paying attention. I have been in this 
Congress where we debated for days on 
emotional amendments, $5 million 
amendments, $1 million amendments. 
Here is an amendment that has a $27 
billion tail, and suddenly we do not 
have time to deal with it. 

That is why I am getting paid. We 
ought to be debating these issues, 
rightly or wrongly. We talk out here 

about America being a place where dif
ferent points of view clash with each 
other. I believe in the integrity of the 
process. We may have different poli
tics. I accept your politics, and I accept 
my colleague's. That is how we got 
elected to be here. But one place where 
we ought to be all coming together is 
that the process ought to have integ
rity and we ought to be able to slow 
this train down to be able to debate. 

The gentleman from Wisconsin [Mr. 
OBEY] pointed out, this is a multi-hun
dred-billion-dollar deal. So we want to 
rush it through for convenience be
cause it is a nice and neat package? 
And then we will run home to our town 
meetings and talk about how diligent 
we are as we carry out our fiduciary re
sponsibilities. How obscene. 

We need to slow this process down 
and debate each other, talk with these 
issues. I am prepared to debate. Five 
studies most recently did not make a 
case for the B-2. Five studies, all inde
pendent most recently. The B- 1 bomber 
can fly as far as the B- 2. We have gone 
through all of that. 

The gentleman talks about crisis re
sponsibility. Listen to this: This weap
ons system, these additional nine B-2's 
are going to be so important? Do my 
colleagues know how long it would 
take us to build nine B-2's to get them 
into the inventory? Ten years. 

So my colleagues make this fright
ening, scary case to the Americap peo
ple, but they do not tell them it is 
going to take· 10 years. So if this is 
such an important insurance policy, 
this is going to save so many people, 
then what do we do over the 10-year pe
riod? Do we pray? 

Let us not be so disingenuous. Addi
tional B- 2's are going to take 10 years. 
Here is a plane in search of a problem. 
We have 21 of them. B- l 's can reach 
any place in the globe without being 
locked out for want of a forward base. 
And look, we have 95 of them. Some of 
the 95 B- 1 bombers are so brand new 
that the tires have maybe only hit the 
ground once or twice. 

We spent $20 billion, $20.5 billion 
building 100 B- 1 bombers. And all of a 
sudden, we do not want to talk about 
the B- 1. That is the stealthiest plane in 
the inventory. Nobody wants to talk 
about them. We talk about the B-52 
and the B- 2, as if the B-1 is not there. 
My colleagues have argued and made 
the case and we bought 100 of them. We 
have 95 of them. It is not the platform, 
it is the weapon. It is not the platform, 
it is the weapon. We put smart weapons 
on a B- 1, smart weapons on 21 B- 2's. We 
do not need to buy additional expensive 
platforms that will cost each platform 
in excess of a billion dollars. 

How many children can we educate 
for over $1 billion? How many people 
can we save for over $1 billion? What 
can we do with $27 billion? It staggers 
the imagination to talk about the bril
liance and genius and compassion of 

what we can do with $27 billion. But, 
no, we want to sink it into nine B-2 
bombers, as if that is God's gift to the 
planet. Bizarre and extreme. 

Finally, some people say we need to 
build nine more B-2's, Mr. Chairman, 
because we must reserve the industrial 
base. An absurd notion. There is no 
such thing as a bomber industrial base. 
The people that built the B-2 did not 
build the B- 1. The people that built the 
B-1 did not build the B- 52. The people 
that built the B- 52 did not build the 
bomber before that. All we have to do 
is be able to build a plane and we can 
build a bomber. 

So what is all this about? This is 
about jobs. This is a restart, not an in
dustrial base preservation. Air Force 
sources have estimated that the pro
duction capability for the B- 2 is no 
more than 30 percent today. Only 16 
percent of the personnel, 16 percent of 
the personnel, required to produce nine 
B- 2's are currently on the program. 
This is according to contractor data. 

D 1200 
Finally, many vendors and suppliers 

began exiting this program in 1992. 
They are gone, they have left the place. 
This is to reassemble. 

If we want to generate jobs in Amer
ica, how many jobs could we generate 
with $27 billion? Incredible. Absolutely 
extraordinary, Mr. Chairman. But we 
do not do it with nine more B-2's. I ask 
my colleagues to support this amend
ment, oppose nine additional B- 2's. It 
is the rational, sane, and fiduciary 
thing to do. 

Mr. CUNNINGHAM. Mr. Chairman, I 
move to strike the requisite number of 
words. 

Mr. Chairman, I served on the Com
mittee on National Security my first 
three terms here and served with the 
gentleman from California [Mr. DEL
LUMS]. He is an honorable man. We dis
agree on issues, but he has always been 
fair and he debates well. That is not 
my issue. 

The issue is how I see it on why we 
need not only the B-2 but the defense 
structure that we have. I do not expect 
to change the opponents' minds by my 
5 minutes. But I would like to express 
to them why I feel that it is important 
and at least have them have that un
derstanding. 

First of all, I think it is fair to say, 
why did we order the B- 2 in the first 
place? Was there a perceived mission 
for it? Did the Air Force want the air
plane? The answer is yes. 

Second, is there still today a per
ceived mission for the B-2 and the B- 1? 
The answer is yes. And is there one in 
the future? I also say yes. I will be spe
cific in just a moment. I think if we 
take a look at what the threat is today 
in the areas that we could have gone 
into, whether it is Desert Storm, 
whether it is North Korea, whether it 
is different areas, without having to 
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cost the additional expense of massing 
forces, when Saddam Hussein rattles 
his ugly sword and makes a strike, can 
we do that effectively and save billions 
of dollars by using a B-2 strike instead 
of having to mass all of our forces and 
then back away if nothing happens? 
The answer is yes. 

Second, if we do not build the B-2 
today, then what? The cost of then
year dollars, the R&D dollars out into 
the future is so expensive to build a 
new airplane and to invest in a new air
plane, it would cost much more. 

Russia today, I would say to my 
friend, not tomorrow, is building today 
a first strike nuclear site under the 
Ural Mountains the size of inside the 
beltway in Washington D.C. Why, when 
they already have one to the north
east? A nuclear threat to the United 
States, supposedly an ally. Anyone who 
would think Russia is our ally or China 
is our ally is mistaken, in my opinion. 

Second, let us look at what the real 
threat is to our aviators who are going 
to be asked to fly in those particular 
airplanes. I have some charts. These 
are the nations where fighters are pro
liferated. These airplanes right here, 
the SU-27, the SU-35, and the SU-37. 
Let us take a scenario of taking a 
Strike Eagle, an F-15 Strike Eagle. By 
the way, the Air Force has not bought 
a new fighter in 25 years, while the de
velopment of all of these countries are 
advancing their procurement and their 
R&D. They have advanced farther than 
we have, in stealth and in missile tech
nology and s.irframe. 

If we take a Strike Eagle or an F-
14D, two of our best fighters, and 
match them up with an SU-27, an SU-
35, or a -37 that has a big radar, their 
radar sees those airplanes first. They 
have big giant radars. They are very 
fast. They are very maneuverable. The 
AA-12 missile gets there faster and fur
ther than our AMRAAM. Our guys are 
going to die. That is why we need the 
F-22. 

Let us take a F-22 that they do not 
see as well because it is more stealthy, 
or the B-2. We get inside that envelope, 
we get first shot, and the bad guys are 
going to die first. These are the coun
tries that have those airplanes. 

Let us take an F-22 flying wlth a B-
2 or a B-1. This bad guy over here is 
going to tell exactly where our fighters 
are because that B- 2 is going to tell 
him it is a big aluminum fog in the sky 
and he is going to see it, he is going to 
know where we are. Again, our pilots 
are going to die, not the bad guys. If we 
take the B-2 with an F- 22, he gets in 
unobserved, can get to the target, can 
knock it out or the B- 2 can get in there 
by himself and save billions of dollars. 

These again are the countries that 
have the missiles, the AA- 12. I have 
flown most of these airplanes. If Mem
bers want to talk about the maneuver
ability, go to the Paris Air Show and 
look at the SU-37 and take a look at 

the vector thrust. They are better than 
our fighters, the B- 2's and the threat of 
the bombers are better than ours, and 
we need to know. 

Mr. Chairman, I include the following 
material for the RECORD: 

COUNTRIES WITH ADVANCED AAM IN 2005 
AMRAAM, MICA, AA- 12 

Russia Netherlands Denmark 
Belgium Sweden Talwan 
France UK Finland 
Malaysla China Japan 
Spain Israel South Korea 
Turkey Norway U.A.E. 
Germany Switzerland 

COUNTRIES WITH ADVANCED SAM'S IN 2005 
Patriot, SA-10, or SA-12 SAM'S by 2005 

Azerbaijan Kuwait Netherlands 
Belarus Italy Japan 1 

China 1 Iran Saudi Arabia 
Cyprus Russia 1 Serbia 
Czech Republic Ukraine 1 South Korea 
Kazakhstan Germany 1 Syria 1 

Bulgaria Israel Turkmenistan 
India Moldova 

1 Countries projected to have more than one type . 
Source: Jane's, Aviation Week, DMS Market Intel. 

Mr. DICKS. Mr. Chairman, I move to 
strike the requisite number of words, 
and I rise in opposition to the Obey 
amendment. 

Mr. Chairman, let me just give a lit
tle perspective on this. First of all, the 
gentleman from California says that 
nobody supports this. I do not quite 
agree with that. We have seven former 
Secretaries of Defense, Melvin Laird, 
Jim Schlesinger, Donald Rumsfeld, 
Harold Brown, Caspar Weinberger, 
Frank Carlucci, and Dick Cheney, who 
wrote the President a letter on Janu
ary 4, 1995. In that letter they said this: 

The B-2 was originally conceived to be the 
Nation's next generation bomber, and it re
mains the most cost effective means of rap
idly projecting force over great distances. Its 
range will enable it to reach any point on 
earth within hours after launch while being 
deployed at only 3 secure bases around the · 
world. Its payload and array of munitions 
will permit it to destroy numerous time sen
sitive targets in a single sortie and, perhaps 
most importantly, its low observable charac
teristics will allow it to reach intended tar
gets without fear of interception. The logic 
of continuing low rate production of the B-
2 thus is both fiscal and operational. It is al
ready apparent that the end of the Cold War 
was neither the end of history nor the end of 
danger. We hope it will also not be the end of 
the B- 2. We urge you to consider the pur
chase of more such aircraft while the options 
still exist. 

Mr. Chairman, what bothers me 
about the administration's program is 
this: They want to invest $300 billion 
for TAC air and zero for bombers. That 
just does not make any sense. The B-2 
was just used in terms of operational 
testing using GATS/GAM, and they can 
hit targets day, night, all weather, 
without lasers, from 41,000 feet. That is 
a remarkable capability. 

In the future when we get the smart 
submunitions like sensor-fused weapon, 
GATOR mine, et cetera, combined ef
fects munition, I believe we will have 
the potential for conventional deter
rence. I want to explain that. I think 

frankly nuclear weapons are only good 
for nuclear deterrence. We saw Saddam 
Hussein come south. We had 18 Trident 
submarines. He still came south. But if 
we have a bomber that can go a third 
of the way around the world with one 
aerial refueling and can be utilized im
mediately to stop the enemy from com
ing into, say, Kuwait, that is conven
tional deterrence. President Bush could 
have deployed the B-2's to Diego Gar
cia, they could have been operational 
immediately. 

What does that mean? It means that 
we stop the enemy from achieving his 
objectives. That is what the halt phase 
is all about. If we can do that, then we 
could have saved the taxpayers the $10 
billion it cost us to move 500,000 troops 
out to the gulf and we could have saved 
the $60 billion that we spent, we and 
our allies, on funding the war in the 
gulf. And the B- 2, to purchase these ad
ditional nine airplanes will be some
where between $11 billion and $13 bil
lion. I think it is a wise, prudent in
vestment. 

The gentleman from California 
makes the strongest argument about 
why we should do it now. He says that 
if we do now, it is going to take 10 
years to build these aircraft. You just 
do not go out and immediately get ad
ditional B- 2's. It takes a long time to 
do a new bomber R&D program and it 
is very, very expensive. 

So we want to buy the right number 
of planes while the line is still open, 
and the line is still open in southern 
California. Sometimes the gentleman 
makes it sound like it is in Bremerton, 
WA, but it is not. It is in southern Cali
fornia. That is why I think that we 
ought to do it now. We can get the 
planes for less money, they will be less 
expensive and I think it is the right 
thing to do. 

The gentleman also talks like the 
war in the gulf was a slam dunk. The 
war in the gulf was not a slam dunk. 
The gentleman from Pennsylvania [Mr. 
MURTHA] is sitting here, our ranking 
member. He saw an errant Scud missile 
kill a number of his constituents. Had 
they had accurate Scud missiles in the 
gulf, our 500,000 American troops would 
have been vulnerable. They would have 
been vulnerable to attack either by 
chemical, biological weapons, nuclear 
weapons; they could have been de
stroyed in the field. 

The CHAIRMAN. The time of the 
gentleman from Washington [Mr. 
DICKS] has expired. 

(By unanimous consent, Mr. DICKS 
was allowed to proceed for 5 additional 
minutes.) 

Mr. DICKS. Mr. Chairman, the reason 
they could have been destroyed in the 
field is because of those Scuds. With 
the F- 22 and the B-2, we finally will 
have a capability using Link-16 from 
space, from our satellites, to imme
diately target those Scud launchers. 
We will be able to go after them and we 
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will be able to destroy them. We still o 1215 
need to do theater missile defense. Mr. HUNTER. Mr. Chairman, I think 
That is the other critical component in the point that we need to be able to 
order to protect our troops in the field. have a large inventory of long-range 

I think this new revolution in stealth aircraft is very, very essential in this 
gives us an advantage. Why is 21 the debate. In 1962, we had 81 major over
wrong number? Twenty-one is the seas air bases that we could fly short
wrong number because in the early 
going, in that first 2 weeks of any war, range aircraft out of. That 81 major 
it is sortie rate, it is how fast we can overseas air base inventory is now 

down to 14. · 
take that bomber, fly it in, drop those Just a couple of weeks ago, the Japa-
16 smart bombs or those smart sub- nese diplomats were hedging on wheth-
m uni tions on the enemy and fly back er they would allow us to use Japanese 

ouirith 21 we simply cannot generate . air bases fo.r a second Korea contin
enough sorties to take advantage of gen.cy .. Now if we overlay th~t fact, the 
the capability, and utilize the potential shrmkmg base~ overseas, with th~ f?-ct 
of this stealthy, long-range bomber that we are gou~g to spend $350 billi.on 
with smart inexpensive weapons. So ?n sh~rt-rang~ aircraft, and the ~dmm
getting up to a higher level gives us istrat10n zer~mg B-2 ?as not a dime for 
more capability. we would be able to long-rang·e aircraft, it does not make 
commit 20 to a major reg·ional contin- an~. sense. We .have got to have .the 
gency; we would have 10 in reserve for ability to strike from the Umted 
a second major regional contingency. States. 

I want to say something else. This And last, I would say to my colleague 
Congress should never be ashamed to I thought the most dramatic speech in 
stand up to the Pentagon and say they ~he debate, t1?-e l~ngthy debate we had 
are wrong. We did it on the F-117's. The m the authorizat10n process, was when 
gentleman says the B-2's were not SAM JOHNSON, POW in Hanoi, looked 
there. General Hoerner said if they had out through the Hanoi Hilton and saw 
been there, and it was because they three B-52's in Operation Linebacker. 
were not ready to be deployed yet, if That is ~hen we struck the North Viet
they had been there, he would have namese m 11 days and brought them to 
used them just as he used the 117's. the negotiating table; he watched three 

We had 27 additional 117's because B-52's destroyed, blown up in midair. 
this Congress had the guts to stand up Those are the planes that the adminis
and do what was right for the country. tration is going to rely on for the next 
Under the Constitution of the United 40 years. According to their plan, they 
States that is our responsibility, not to are going to use aircraft that were vul
just take what they give us. We have nerable 30 years ago. 
stood up to them before. We made them So we have to ask the question what 
buy additional Sealift. They would not is the alternative. There is not an al
have had any roll-on/roll-off ships to go ternative to the B-2. 
to the gulf if it had not been for Con- The CHAIRMAN. The time of the 
gress and this committee. That is why gentleman from Washington [Mr. 
we have to from time to time stand up DICKS] has expired. 
and do what is right for the security of (By unanimous consent, Mr. DICKS 
.this country. was allowed to proceed for 2 additional 

Mr. CUNNINGHAM. Mr. Chairman, minutes.) 
will the gentleman yield? Mr. DICKS. Mr. Chairman, I will not 

Mr. DICKS. I yield to the gentleman request any additional time, and I 
from California. wanted to say to my colleague from 

Mr. CUNNINGHAM. Let me even add California, both colleagues from Cali
to that point. When I worked in the fornia, this last statement is the most 
Pentagon, the Navy never ordered A- important one. What we really have 
6's. They prayed that Congress would here is a wonderful opportunity to save 
add them just to keep the line on so we American lives in the future. 
could perpetuate it. Members can talk Again the gentleman from California 
to General Fogleman or the Air Force makes the case when he says it was 
generals, they pray that we will add easy with air power in the gulf to de
this. feat the enemy once we stopped them, 

Yes, there are budgetary constraints. but Saddam stopped himself. What if 
They asked for the B-2 in the first he had not stopped? We need a capa
place because it had a mission. With bility to stop him which the B-2 will 
the White House and other constraints give us because it can react and go 
cutting defense, there are limited dol- anywhere in the world without having 
lars. But they want the B-2 for the mis- to have escort aircraft. 
sion because they know it is applicable But when it gets right down to it, 
and it is going to save pilots' lives. when those marines came in and the 

Mr. HUNTER. Mr. Chairman, will the RPV's were there and the guys came 
gentleman yield? running out to surrender to our RPV's , 

Mr. DICKS. I yield to the gentleman what it meant was they had been 
from California, the distinguished bombed into oblivion because we had 
chairman of the Subcommittee on total control of the air and we had the 
Military Procurement of the Com- right bombers. The B-2's give us great
mittee on National Security. er accuracy, they give us greater capa-

bility. It is a much more lethal bomber 
than the B- 52 and the B- 1 because it 
can operate by itself. 

And so my point is what this is really 
about is saving American lives in the 
future, and that is why this is so im
portant, and that is why this Congress 
cannot fold under pressure from a Pen
tagon that simply wants to take care 
of the services. We need some real 
thinking about the future. We need to 
take advantage of our technological 
advantage-the B-2 represents that ad
vantage. 

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

Mr. DICKS. I yield to the gentleman 
from California. 

Mr. CUNNINGHAM. Small point: The 
gentleman from Texas, Mr. SAM JOHN
SON, saw three B-52's blow up. Those 
were shot down by SA-2 Fansong radar 
in an old technology, post-Korean vin
tage .. Today they have got SA- 3 sur
face-to-air missile, all the way through 
about 19, and the advanced technology. 
We were successful in Desert Storm 
with the 117 because we could go over 
downtown Baghdad and not be seen. 
That is what the B-2 brings to this, in
stead of the loss of lives, much more ef
ficiency, not only the cost of training 
pilots, but aircraft and our effective
ness in combat, and that is what we 
call national security. 

Mr. DICKS. I thank the gentleman 
for his contribution. 

Mrs. LINDA SMITH of Washington. 
Mr. Chairman, I move to strike the 
requisite number of words. 

Mr. Chairman, I was actually in my 
office listening to this debate, and it 
took me back to the research project I 
did when I ·was first in Congress about 
2 years ago and then the request for 
briefing after briefing on all the tech
nology, all the smart weapons, we 
might say, and I learned to admire 
many of my colleagues who had worked 
so hard to make sure that those smart 
weapons were there, smart weapons 
like the B-2, and the B- 2 being one that 
does not risk as many American lives, 
gets in, gets the job done. 

But then I got to the point of finding 
out how many are enough, and I have 
listened to the debate, and I think the 
important thing for me was I looked 
back to the original debate over how 
many B-2's would be enough from the 
beginning. It was 10, then it was 20. We 
have now 21 in some level of construc
tion, not all of them done, most of 
them not ready for flight, and we are 
already starting to say we need 9 more. 
I have been told they are needed be
cause we want to keep some of the con
struction on, and these will be the ones 
we begin in 2002. 

As I look at the priori ties before us, 
it has been real hard for me because I 
have since the early 1980's, unlike some 
of my colleagues arguing· for this 
amendment, I have been a hawk; I am 
very strong, very strong pro defense. I 
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was a Democrat turned Republican 
over the peace through strength move
ment in the early 1980's, came in be
cause of Ronald Reagan. And so when I 
looked at this I thought is America 
going to be stronger, safer? Are we 
going to be able to save more American 
lives if we have 9 on top of the 21? 

My briefings did not show me that we 
needed another nine; very hard when I 
stand here with people I admire so 
much who have fought so strong for a 
national defense, but I have to respect
fully disagree. 

When it comes to priorities and bal
ancing the budget, I believe we have to 
have a strong America, but we have to 
balance the budget. I believe that this 
amendment simply says that some of 
the money, a very small amount, $50 
million, will be there for breast cancer 
research in the military department. 

In looking at this particular program 
as someone that does not necessarily 
believe just because we give somebody 
money they are going to do something 
good with it, I found it is the most ef
fective, the most efficient, good for the 
military families, and this is some
where else I go. I believe that good 
strong military medical, good strong 
research for America, all ties together. 
It does not have to be more bombers. 

So with that I would conclude and 
just say I support this amendment be
cause I just have to respectfully dis
agree. I believe right now we are on the 
verge of discovering more about breast 
cancer and cancer, and the research 
has been sorely underfunded. This 
could save lives immediately, not 
maybe after 2002; and by the way, it 
takes a long time to . develop those 
planes. We are way into 2010 before we 
start talking about anything being 
used. If we had a war, it is many, many 
years before we would use them if we 
ever needed them, but breast cancer is 
killing people right now. 

So with that, I would ask Members to 
support this amendment and support a 
strong national defense. 

Mr. YOUNG of Florida. Mr. Chair
man, I ask unanimous consent that all 
time remaining in the discussion on 
this amendment be limited to 20 min
utes, 10 minutes to be controlled by the 
gentleman from Wisconsin [Mr. OBEY] 
and 10 minutes to be controlled by my
self. 

The CHAIRMAN. Does the gentleman 
include all amendments thereto? 

Mr. YOUNG of Florida. Including any 
amendments thereto. 

The CHAIRMAN. Is there objection 
to request of the gentleman from Flor
ida? 

Mr. SANDERS. Reserving the right 
to object, Mr. Chairman, if I might, I 
would just ask the gentleman from 
Wisconsin [Mr. OBEY] if he thinks that 
is enough time ·to accommodate this 
side to make their presentations. 

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

Mr. SANDERS. I yield to the gen
tleman from Wisconsin. 

Mr. OBEY. Mr. Chairman, I think it 
is enough time. I mean we cannot give 
everyone who wants to speak 5 min
utes, but we can give them a good 
amount of time to speak. I think it is 
adequate. I only know of two people 
who want to speak on our side. 

Mr. SANDERS. Mr. Chairman, I 
withdraw my reservation of objection. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Florida? 

There was no objection. 
The CHAIRMAN. The gentleman 

from Florida [Mr. YOUNG] and the gen
tleman from Wisconsin [Mr. OBEY] each 
will control 10 minutes. 

Mr. OBEY. Mr. Chairman, I yield 2 
minutes to the gentleman from Cali
fornia [Mr. MILLER]. 

Mr. MILLER of California. Mr. Chair
man, as I understand the amendment, 
the gentleman takes some of the 
money out of this account and makes 
it available for breast cancer research. 
I was just wondering does that prohibit 
other kinds of cancer research, in the 
case of prostate cancer research, and 
does the bill allow for that? 

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

Mr. MILLER of California. I yield to 
the g·entleman from Wisconsin. 

Mr. OBEY. Mr. Chairman, I would 
point out the bill already contains a 
small appropriation for prostate cancer 
research as well, and I would certainly 
have no objection if in conference this 
is reallocated so we can provide addi
tional funding for both breast cancer 
research and prostate research. 

Mr. MILLER of California. Mr. Chair
man, I thank the gentleman, and I rise 
in strong support of the amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 3 minutes to the gen
tleman from California [Mr. HUNTER]. 

Mr. HUNTER. Mr. Chairman, I want 
to start by thanking the distinguished 
chairman of the subcommittee and 
thank him for the way he has con
ducted this debate. 

Mr. Chairman, let me issue my . dis
sent, my objection, to what I think is 
one of the cruelest tradeoffs that can 
ever been offered on the House floor, 
and it has been offered here, and that is 
the idea that if we do not build B- 2's , 
somehow we are going to spend the 
money on a lot of happy areas like 
breast cancer research and other at
tractive areas that all of us, as Mem
bers of Congress, want to fund. That is 
a tradeoff of guns for butter. 

As my colleagues know, I am re
minded, when I visit my aunt and un
cle 's house in Fort Worth, TX; there is 
a picture on the mantle, and that pic
ture is one of my second cousins who 
was killed in Korea, Son Stillwell. He 
was killed in Korea, one of some 50,000 
KIA there in a war that we were not 
prepared to fight because a previous 

Congress, a Congress after World War 
II, did not want to spend the money for 
a strong national defense, and we had 
all the same answers that have been 
given here today as to why we do not 
need a robust B- 2 force. 

Things are going well. No enemy on 
the horizon. In those days we said we 
have a nuclear weapon, we will never 
see another military take us on, cer
tainly the North Koreans and the Chi
nese would not take us on. 

If my colleagues read the then Sec
retary of Defense's testimony a few 
months before the North Koreans in
vaded, we had all of the happy talk 
about a smaller downsized force; only 
Omar Bradley had the guts to come be
fore Congress and say, " We can't win a 
major war. " 

Mr. Chairman, as my colleagues 
know, we do not serve our people well, 
all those people who are interested in 
breast cancer research, and a good life 
and educational opportunities, unless 
we defend them. 

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

Mr. HUNTER. I yield to the gen
tleman from Washington. 

Mr. DICKS. Mr. Chairman, just in 
case somebody does not think there is 
money in this bill, there is $125 million 
in this bill for breast cancer research 
already. 

Mr. HUNTER. Mr. Chairman, I thank 
the gentleman for his point, and it is a 
good point. We have taken care of 
many of these other areas that have 
been discussed that have been offered 
up as an attractive alternative to hav
ing some bomber power. 

But as my colleagues know, General 
Fogleman is going out. One of his sins 
in Washington, DC, I think, was being 
extremely candid. I asked him in a 
hearing whether the B- 2 was valuable 
because the word coming from the 
other side, from the political side, of 
the administration was we do not want 
B-2's , and being good soldiers, all of 
our chiefs then go down the line, they 
sit in front of us at the dais, and they 
stand behind the administration's po
litical position on any particular weap
on system. And he said this. He said: 

" I didn 't say the B- 2 wasn 't valuable. 
The B-2 is extremely valuable, espe
cially in the halt phase of a war, that 
you stop the enemy before you have a 
lot of casualties, before you send home 
a lot of your people in body bags. '' 

And then he hesitated, and he said: 
" In fact it is valuable in all phases of 

the war. '' 
And I said, " General Fogleman, 

would it save American lives to have a 
robust B- 2 force? " 

And he said, " Yes. " 
So the point is there is not a body of 

military opinion over there that says 
this is not a valuable system. It is a 
valuable system. We need to support 
this important program. 

Mr. OBEY. Mr. Chairman, I yield 3 
minutes to the gentleman from 
Vermont [Mr. SANDERS]. 
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Mr. SANDERS. Mr. Chairman, I 
thank the gentleman for yielding time 
to me. 

Mr. Chairman, I would urge the Mem
bers of Congress to take a hard look at 
reality, at what really is going on in 
this country. Do we want the United 
States to have the strongest military 
in the world? I think we do. Do we al
ready have that capability? Have we al
ready, along with our other NATO al
lies, greatly, greatly, many times over
spent all of our potential enemies? And 
the answer is yes. 

I ask my friends who are opposing 
the Obey-Dellums amendment to think 
about priorities. If they want the 
strongest military in the world, OK; 
but are they happy with the fact that 
we have by far the highest rate of 
childhood poverty in the industrialized 
world? Is that something that Members 
of this Congress should be proud of? 
Should we be talking about spending 
over a period of years $27 billion more 
for B- 2 bombers, and then telling mil
lions of kids who are ill-fed, ill-housed, 
ill-educated, that in this great Nation 
we do not have the resources to help 
them, but we can build B- 2 bombers? 
My answer is, no, those are absurd pri
orities. 

There are people here who day after 
day talk about the national debt and 
our deficit. They say we have to cut 
back on Medicare and Medicaid and 
education. Let me tell them, spending 
$27 billion for B-2 bombers also runs up 
the national debt. That is real money. 

Recently we have been talking about 
major cutbacks in Medicare, $115 bil
lion. There are some who say we should 
charge low-income senior citizens $5 
for every home health care visit, which 
can amount to some $700 a year for a 
low-income senior citizen trying to get 
by on $9,000 a year. People say, yes, 
that is what we have to do to balance 
the budget. Then the next thing, they 
come back and say, oh, yes, but we can 
spend $27 billion for B- 2 bombers. I 
think those are very false priorities. 

Let us talk about job creation. All of 
us want job creation in America. Do 
Members know how we can do it? We 
can do it by putting more money into 
school construction. We can do it by 
building roads and bridges and pro
tecting our infrastructure , which is 
falling apart all over America. We can 
do this by educating more people. 

When we talk about national prior
ities, let us understand, there are mil
lions of middle-class families who 
today cannot afford to send their kids 
to college. What we are saying to those 
people is no , we do not have enough 
money to make sure that your kids can 
go to colleg·e so they can make it in to 
the middle class, but yes , no problem, 
over a period of time we can build nine 
more B- 2 bombers that the Pentagon 
says they do not want, for a cost of $27 
billion. 

Mr. Chairman, I would urge my col
leagues to understand that we are play
ing with a zero-sum game. We just can
not print more and more money. Let us 
get our priorities straight. Let us sup
port the Dellums-Obey amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 1 minute to the gentleman 
from California [Mr. MCKEON]. 

Mr. MCKEON. Mr. Chairman, I want 
to thank the chairman for yielding 
time to me, and thank him for the good 
work he has done on bringing this bill 
to the floor and on this ongoing debate 
that we constantly have on the B- 2 
bomber. 

I have not yet heard the other side , 
those in opposition, who are so strong 
in their opposition to this plane, what 
they figure we would use if we did not 
have this plane. I know there has been 
some talk of possibly another kind of 
bomber somewhere down the road, but 
there has been, what, $15 billion, $20 
billion spent on R&D on this plane. I 
cannot see anyone here in this body 
that would begin to propose $15 billion 
to $20 billion R&D to build a new air
craft. This is the cheapest plane we 
could buy at this time. 

This is the only plane that has a pro
duction line, even though it is now 
being closed up, that does have a pro
duction line , one that the manpower is 
there, the technology is there ; and we 
are in the process of taking this apart, 
wasting all of that money that was 
spent. I think that is something that 
really, it would be wonderful if we 
could look into the future and say no, 
we will never need another long-range 
bomber. We need to stand up and de
fend this plane to defend our service 
people. 

Mr. OBEY. Mr. Chairman, I yield 3 
minutes to the gentleman from Cali
fornia [Mr. DELLUMS]. 

Mr. DELLUMS. Mr. Chairman, I 
thank my colleague for yielding time 
to me. 

First , Mr. Chairman, let me say this: 
This has not been a debate. This is a 
very complex issue. It takes some time 
to lay the basis of the foundation of 
the arguments on either side. But once 
we spend enough time laying down the 
basis of our respective positions, allow
ing us to clash and debate with each 
other, someone jumps up and says we 
spent too much time. This has not been 
a debate. We end up with a triumph of 
process over substance. I think that is 
tragic. These are dark days in the Con
gress when we cannot engage each 
other in constructive and important 
debate. 

Mr. Chairman, with the time that I 
have remaining, let me just make a few 
rebuttal arguments. First, I would like 
to remind my colleagues, we are build
ing 21 of these planes. It is not zero. We 
are building 21 of these planes. For 
anyone to attempt to suggest to the 
American people that there is great 
magic in going from 21 to 30 is bizarre 

in the extreme, particularly when that 
step takes us $27 billion down the road. 

Do we have an inventory of bombers? 
Yes, sir. We have 95 B- l's, extraor
dinarily well equipped. In fact, they 
can take more of these precision-guid
ed smart weapons than even the B-2 
can, plus 21 B- 2's, plus additional up
graded B-52 bombers. So we have a 
major bomber force out there. Where 
are we going to fly them? Who are we 
flying them against? 

We talk as if we have zero. We are 
the greatest superpower standing. Our 
military budget equals the military 
budget of every other Nation on the 
face of the Earth combined. When we 
put our allies into that equation, 
America and its friends outspend the 
rest of the world 4 to 1. That is reality. 

Mr. Chairman, another point. Former 
Secretary of Defense William Perry, 
the father of the B- 2 bomber, opposed 
additional B- 2's because he knew what 
we were giving up in order to purchase 
more B-2's. Former Secretary of De
fense Cheney was the one that struck 
the deal on 20. 

The next point, people keep walking 
up to the microphone saying, we have 
had this debate over and over. It was 
supposed to be over at 20. This gen
tleman did not start the debate. It is 
the people who represent the contrac
tors who want to keep bringing this 
weapon system forward. The adminis
tration is not asking for it, the Joint 
Chiefs are not asking for it. Nobody is 
asking for it except the contractors 
and a few Members of Congress; so few 
willing to spend so much money, Mr. 
Chairman. 

Finally, I would ask my colleagues to 
approach this matter with a degree of 
fiduciary responsibility that is re
quired by the moment. This is a bal
anced budget environment. This is a 
zero-sum game. You cannot create 
money out here. If you push this pro
gram in, you are g·oing to push some
thing out. You are going to hurt some 
people. I urge my colleagues to support 
this amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 3 minutes to the gen
tleman from Washington [Mr. DICKS]. 

Mr. LEWIS of California. Mr. Chair
man, will the gentleman yield? 

Mr. DICKS. I yield to the gentleman 
from California. 

Mr. LEWIS of California. Mr. Chair
man, I appreciate the gentleman yield
ing to me. I would just like to respond 
by way of comment to the question of 
the gentleman from California [Mr. 
DELLUMS]. 

I , too, thought the question was over 
at 20, and then just before the election 
the President asked for the 21st. I 
thought he was getting a new under
standing that a third squadron might 
be helpful, so it seems to me we ought 
to revisit this issue. I appreciate my 
colleague raising the question. 

Mr. DICKS. Mr. Chairman, let me say 
this: This debate on the B- 2 has been a 
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long, difficult debate . I can understand 
my colleagues who think it is going to 
hurt something. But my view of this is 
that of everything we are doing at the 
Pentagon today, not one other weapons 
system has the potential capability to 
deter war as does the B-2. Take this 
platform that is stealthy, that can go 
one-third of the way around the world 
and stop the enemy from achieving 
their objectives, and that is a remark
able capability. 

What are the weapons we are going 
to use on this? J-DAMS at $13,000. If we 
do not have the B- 2's, then we have to 
use the B- 52's with standoff cruise mis
siles that cost $1.2 million per weap
on- 16 times $13,000 is $208,000, versus 
$1.2 million. You get 16 weapons on a 
B- 2 for the cost of one-sixth of one 
cruise missile. It is ridiculous. This 
will save us money over time. And you 
can fly in over the target and knock 
out 16 separate targets in one sortie. In 
World War II, it took 3,000 sorties in 
order to be able to achieve that objec
tive . 

This is a revolution in technology. 
What it gives us is an asymmetrical ca
pability to stop the enemy before they 
achieve their objective. What does that 
mean? It saves American lives. It saves 
American lives. 

Unfortunately, Mr. Chairman, I say 
to my friend, the gentleman from Cali
fornia , I supported the B-1, but the B
l is not stealthy. It has to have escort 
aircraft. It cannot go out the first day 
without being vulnerable to being shot 
down, just as the B-52's will be shot 
down. That is why we have to have 
some number of long-range stealthy 
bombers to stop aggression, whether it 
is North Korea, whether it is Iran, 
whether it is Iraq, whether it is some
thing in China. We do not know what 
the future holds, but every time we 
have been weak before , we have gotten 
ourselves into trouble. Here is a capa
bility that gives us an advantage that 
no other country possesses. 

Yet , we are going to walk away from 
it and say well , we have enough. We do 
not have enough. Every expert who has 
looked at this, all independent studies, 
Rand, Jasper Welch, all say 40 to 60 is 
the right number. We are saying 30 is 
all we can afford at this point. I urge 
the House to reject this amendment. 
This is a great moment for us to stand 
up and set our defense priorities for the 
future. 

Mr. OBEY. Mr. Chairman, I yield my
self 3112 minutes. 

Mr. Chairman, let me simply say, in 
response to the last comment, keep in 
mind this is a weapon which is a cold 
war weapon. It was designed originally 
to drop nuclear weapons upon the 
enemy. There is a substantial question 
about whether or not, when it is con
verted to conventional use and you 
have to use it on repeated missions, 
whether or not the stealth capability 
of this weapon can be retained under 

those kinds of battle conditions. I 
think people need to remember that. 

Second, let me simply summarize , 
this weapon is not being driven on the 
merits, in my view, it is contractor
driven. We have had a lot of comments 
about the necessity to make the right 
decision militarily for the country. 
Does anybody on this floor believe that 
the existing Secretary of Defense, an 
honorable Republican from the Senate, 
does anyone believe that he is not 
going to try to make the decisions 
which he believes will save the most 
American lives and meet the greatest 
defense needs of the United States? I do 
not know of anybody who believes that 
about him. 

I simply want to read what his own 
summary said on this weapon: " First, 
the B- 2 would not provide the full 
range of warfighting and shaping capa
bilities offered by the forces it would 
replace" . It then goes on to say, " For 
example, missions such as air superi
ority, reconnaissance , and forward 
presence would suffer. Second, the ad
ditional B- 2's did not provide the same 
weapons delivery capacity per day as 
the forces that would have to be retired 
to pay for the B-2's. " 

It then concludes by saying, " * * * 
existing forces would have to be retired 
immediately to pay for the additional 
B- 2's. Even then, the savings from re
tiring the forces are not enough to off
set the large up-front investment for 
the B-2's * * * and there would be a 
loss in warfighting capability during 
the decade or more between when the 
outgoing forces were retired and all the 
B-2's were delivered. " 

0 1245 
I think that is pretty clear. What we 

are simply asking Members to do is to 
save the $331 million in this bill for 
nine planes which the Pentagon does 
not want because it wants other great
er defense capability. By doing that, we 
avoid making a down payment on a $27 
billion expenditure that we cannot af
ford and instead we use that $331 mil
lion, we use two-thirds of it to cut the 
deficit. We use 12 million of it to in
crease breast cancer research in the 
Pentagon medical operation, and we 
use $105 million of it to strengthen the 
tanker capability of our Armed Forces 
which, as everyone knows, needs up
grading. That is what we do with the 
money. 

This amendment strengthens, not 
weakens, the defense of the country. It 
follows the recommendations of the 
Pentagon itself. It helps avoid a veto, 
which the Pentagon has indicated they 
will recommend if this amendment 
does not pass. 

If Members are interested in the best 
possible defense for the country and 
the best use of taxpayer dollars at the 
same time, they will vote for this 
amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield myself the balance of my 
time. 

Mr. Chairman, several questions have 
been raised that really have not been 
answered. The question about how 
many B- 2's does the Pentagon want or 
did the Pentagon want, I remind my 
colleagues that in the beginning of t he 
B- 2 program, the Defense Department 
wanted 132 B-2's. When funding was ob
viously difficult, they reduced it to 75. 
And funding was even more difficult , 
they reduced it to 20. And as my col
league from California pointed out, 
when it became politically advan
tageous, the 20 went up to 21. 

So the Department of Defense has 
been all over the board on how many 
B- 2's they wanted. The Congress is of 
the opinion as we voted on the armed 
services authorization bill last month, 
that there should be nine additional B-
2's to make it a three squadron force. 

Where would the money go? The 
amendment would take this money 
from the B- 2 line and put it into KC-135 
reengining. In that account we are al
ready $152 million over the budget. The 
breast cancer program that most all of 
us support, the administration has 
never asked for it in the defense appro
priations bill , but we have for years 
have funded it, and this year this bill is 
$125 million over what the President 's 
budget was. That was a big zero. 

The gentleman from Vermont [Mr. 
SANDERS] talked about how we out
spend everybody else in the world, and 
there is a lot of reason for that. One 
reason is we are an all-volunteer force . 
We do not have a draft. We do not re
quire that people serve in the military 
of the United States. We believe that 
those who do volunteer and that those 
who do serve should have a decent 
quality of life, that they should not 
have to live in hovels, that they should 
not have to live on food stamps. So we 
include in this bill a pay raise. We in
clude in this bill additional money to 
repair barracks. We include in this bill 
additional money for medical care for 
those who serve in the military and 
their families. 

In fact about 70 percent of the money 
appropriated in this bill goes for those 
types of items, not to buy airplanes or 
ships or guns or tanks but to take care 
of our troops. 

Then, Mr. Chairman, if I were Sad
dam Hussein or a would-be Saddam 
Hussein, a would-be dictator and I saw 
that the United States has something 
as effective and powerful as a B- 2, I 
would be very careful before I agitated 
or did something to bring the wrath of 
the United States against me. 

It is difficult to prove a negative. But 
because of the effectiveness of the B- 2 
and the deterrent value that it brings 
to our force , how many wars, how 
many battles will we not have to fight? 

It is hard to tell. But if we just did 
not have to fight one battle because we 
had something like the B-2, how many 
American lives would we save? 
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That is what we are talking about, 

accomplishing the mission and saving 
the lives of the Americans who do it. 

Mr. DELAY. Mr. Chairman, I rise in opposi
tion of this amendment. 

It is no surprise that some Members would 
oppose a defense program that actually works 
to defend this Nation. 

Some Members simply believe that our de
fense needs are secondary to social spending. 

I disagree. 
I believe that the highest value this Federal 

Government has is defending our people 
against external threats. 

Some Members believe that those threats to 
our Nation's survival are in permanent decline. 

This is wishful thinking. 
We live in an age when dictators are alive 

and well. They are busy stockpiling nuclear, 
biological, and chemical weapons. 

We must prepare to defend ourselves 
against these very real threats, and the B-2 
has proven time and again to be a potent and 
effective defensive weapon. 

The notion that the B-2 is needlessly ex
travagant is simply wrong. The Air Force has 
estimated that a B-2 with two crewmembers 
could conduct an attack normally involving 75 
tactical aircraft and 147 crewmembers. 

The procurement and life-cycle costs of 75 
tactical aircraft approaches $7.5 billion. The 
comparable cost for one B-2 is $1.1 billion. 

Clearly, the B-2 provides us with the best 
opportunity to protect U.S. interests at the low
est cost and with the best possible technology. 

I hope that my colleagues will make the 
right choice tonight. 

A vote against keeping the B-2 line open 
and operational is shortsighted and we simply 
cannot afford to make such ill-considered, 
shortsighted choices. 

I urge a "no" vote . on this amendment. 
The CHAIRMAN. The question is on 

the amendment offered by the gen
tleman from Wisconsin [Mr. OBEY]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

Mr. OBEY. Mr. Chairman, I demand a 
recorded vote and, pending that, I 
make the point of order that a quorum 
is not present. 

The CHAIRMAN. Pursuant to House 
Resolution 198, further proceedings on 
the amendment offered by the gen
tleman from Wisconsin [Mr. OBEY] will 
be postponed. 

The point of no quorum is considered 
withdrawn. 

The Clerk will read. 
The Clerk read as follows: 

MISSILE PROCUREMENT, AIR FORCE 

For construction, procurement, and modi
fication of missiles, spacecraft, rockets, and 
related equipment, including spare parts and 
accessories therefor, ground handling equip
ment, and training devices; expansion of pub
lic and private plants, Government-owned 
equipment and installation thereof in such 
plants, erection of structures, and acquisi
tion of land, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; reserve plant and 
Government and contractor-owned equip
ment layaway; and other expenses necessary 

for the foregoing purposes including rents 
and transportation of things; $2,320,741,000, to 
remain available for obligation until Sep
tember 30, 2000. 

PROCUREMENT OF AMMUNITION, AIR FORCE 

For construction, procurement, produc
tion, and modification of ammunition, and 
accessories therefor; specialized equipment 
and training devices; expansion of public and 
private plants, including ammunition facili
ties authorized by section 2854, title 10, 
United States Code, and the land necessary 
therefor, for the foregoing purposes, and 
such lands and interests therein, may be ac
quired, and construction prosecuted thereon 
prior to approval of title; and procurement 
and installation of equipment, appliances, 
and machine tools in public and private 
plants; reserve plant and Government and 
contractor-owned equipment layaway; and 
other expenses necessary for the foregoing 
purposes; $414,884,000, to remain available for 
obligation until September 30, 2000. 

OTHER PROCUREMENT, AIR FORCE 

For procurement and modification of 
equipment (including ground guidance and 
electronic control equipment, and ground 
electronic and communication equipment), 
and supplies, materials, and spare parts 
therefor, not otherwise provided for; the pur
chase of not to exceed 196 passenger motor 
vehicles for replacement only; the purchase 
of 1 vehicle required for physical security of 
personnel, notwithstanding price limitations 
applicable to passenger vehicles but not to 
exceed $232,340 per vehicle; and expansion of 
public and private plants, Government
owned equipment and installation thereof in 
such plants, erection of structures, and ac
quisition of land, for the foregoing purposes, 
and such lands and interests therein, may be 
acquired, and construction prosecuted there
on, prior to approval of title; reserve plant 
and Government and contractor-owned 
equipment layaway; $6,588,939,000, to remain 
available for obligation until September 30, 
2000: Provided, That of the funds appropriated 
in this paragraph $14,843,000 shall not be obli
gated or expended until authorized by law. 

PROCUREMENT, DEFENSE-WIDE 

For expenses nf activities and agencies of 
the Department of Defense (other than the 
military departments) necessary for procure
ment, production, and modification of equip
ment, supplies, materials, and spare parts 
therefor, not otherwise provided for; the pur
chase of not to exceed 381 passenger motor 
vehicles for replacement only; expansion of 
public and private plants, equipment, and in
stallation thereof in such plants, erection of 
structures, and acquisition of land for the 
foregoing purposes, and such lands and inter
ests therein, may be acquired, and construc
tion prosecuted thereon prior to approval of 
title; reserve plant and Government and con
tractor-owned equipment layaway; 
$2,186,669,000, to remain available for obliga
tion until September 30, 2000: Provided, That 
of the funds appropriated in this paragraph, 
$349,680,000 shall not be obligated or ex
pended until authorized by law. 

NATIONAL GUARD AND RESERVE EQUIPMENT 

For procurement of aircraft, missiles, 
tracked combat vehicles, ammunition, other 
weapons, and other procurement for the re
serve components of the Armed Forces; 
$850,000,000, to remain available for obliga
tion until September 30, 2000: Provided, That 
the Chiefs of the Reserve and National Guard 
components shall, not later than 30 days 
after the enactment of this Act, individually 
submit to the congressional defense commit-

tees the modernization priority assessment 
for their respective Reserve or National 
Guard component: Provided further, That of 
the funds appropriated in this paragraph, 
$154,895,000 shall not be obligated or ex
pended until authorized by law. 

TITLE IV 
RESEARCH, DEVELOPMENT, TEST AND 

EVALUATION 
RESEARCH, DEVELOPMENT, TEST AND 

EVALUATION, ARMY 

For expenses necessary for basic and ap
plied scientific research, development, test 
and evaluation, including maintenance, r.e
habilitation, lease, and operation of facili
ties and equipment; $4 ,686,427,000, to remain 
available for obligation until September 30, 
1999. 

Mr. HAYWORTH. Mr. Chairman, I 
move to strike the last word. 

Mr. Chairman, I claim this time for 
purposes of entering into a colloquy 
with the distinguished chairman, the 
gentleman from Florida, of the Sub
committee on National Defense. 

I would like to bring the DRAG
ONFLY program to the gentleman's at
tention. The DRAGONFLY program 
will demonstrate the revolutionary 
flight potential of the canard · rotor/ 
wing or CRW high speed vertical take
off and landing concept and to assess 
and validate CRW's characteristics and 
capabilities using unmanned aircraft 
technology. 

Details on this revolutionary pro
gram came to my attention too late to 
be included in the defense appropria
tions bill now under consideration. I 
understand that the Defense Depart
ment plans to pursue this technology. 
However, due to budgetary constraints, 
funds could not be included in this 
year's budget request. 

Mr. Chairman, I respectfully request 
that the gentleman's subcommittee 
consider the funding requirements for 
the DRAGONFLY program during con
ference on the defense bill. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. HAYWORTH. I yield to the gen
tleman from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, I would say to the gentleman 
that I agree that the DRAGONFLY 
technology appears promising and that 
the committee will consider the gentle
man's request during the conference 
and address this issue during that 
time. 

Mr. HAYWORTH. Mr. Chairman, I 
thank the gentleman for his consider
ation and assistance. 

The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 

RESEARCH, DEVELOPMENT, TEST AND 
EVALUATION, NAVY 

For expenses necessary for basic and ap
plied scientific research, development, test 
and evaluation, including maintenance, re
habilitation, lease, and operation of facili
ties and equipment; $7,907,837,000, to remain 
available for obligation until September 30, 
1999: Provided, That funds appropriated in 
this paragraph which are available for the V-
22 may be used to meet unique requirements 
of the Special Operations Forces. 
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RESEARCH, DEVELOPMENT, TES'l' AND 

EVALUATION, AIR FORCE 
For expenses necessary for basic and ap

plied scientific research, development, test 
and evaluation, including maintenance, re
habilitation, lease, and operation of facili
ties and equipment; $14,315,456,000, to remain 
available for obligation until September 30, 
1999: Provided, That of the funds made avail
able in this paragraph, $4,000,000 shall be 
only for development of coal-derived jet fuel 
technologies. 

AMENDMENT NO. 5 OFFERED BY MR. NADLER 
Mr. NADLER. Mr. Chairman, I offer 

an amendment. 
The CHAIRMAN. The Clerk will des

ignate the amendment. 
The text of the amendment is as fol

lows. 
Amendment No. 5 offered by Mr. NADLER: 
Page 32, line 11, after the dollar amount, 

insert the following: "(reduced by 
$420,000,000)". 

Mr. YOUNG of Florida. Mr. Chair
man, I ask unanimous consent that all 
debate on this amendment and all 
amendments thereto close in 30 min
utes and that the time be equally di
vided and controlled by the gentleman 
from New York [Mr. NADLER] and my
self. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Florida? 

There was no objection. 
The CHAIRMAN. The gentleman 

from New York [Mr. NADLER] and the 
gentleman from Florida [Mr. YOUNG], 
each will control 15 minutes. 

The Chair recognizes the gentleman 
from New York [Mr. NADLER]. 

Mr. NADLER. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I am offering an 
amendment to reduce the appropria
tion for the F-22 fighter plane program 
in an effort to demonstrate our concern 
over the continued cost growth for this 
program. This year the Air Force is re
questing $2 billion for research and de
velopment of the F- 22. Last year the 
Air Force estimated that the 1998 cost 
would be $1.65 billion, the amount set 
by my amendment. This amendment is 
a modest reduction in funding, not a 
cancellation of the costly F-22 pro
gram. 

Many Members of Congress have ex
pressed support for the F-22 program. I 
for one oppose it. But if we are going to 
spend tens of billions of dollars on it, if 
we are going to spend $27 billion on it, 
we had better make sure the money is 
properly spent. Senator COATS of Indi
ana has recognized this and cham
pioned a similar amendment to this in 
the Senate defense a.uthorization bill. 
This amendment therefore should 
enjoy at least some bipartisan support 
in both Houses. 

The F- 22 is one of three different 
types of tactical aircraft being devel
oped for future deployment. The esti
mated total program cost of the three 
tactical air programs in the President's 
budget, the F-22, the F/A-18E/F and the 

Joint Strike Fighter will be well over 
$350 billion. 

The Committee on National Security 
reports that, quote: " the long-term 
costs associated with DOD's mod
ernization plan are staggering. " At a 
time of fiscal restraint, developing 
three planes concurrently, three tac
tical airplanes at the same time seems 
duplicative and wasteful. While we are 
asking taxpayers to make sacrifices, 
we must be vigilant in our duty to 
guard against unnecessary spending. 
These dollars could be used to greater 
benefit. 

We heard some of the better uses to 
which they could be put in the debate 
on the previous amendment. The F-22 
program has been plagued by cost over
runs and poor project management. 
Both the Air Force and the cost anal
ysis and improvement group in DOD es
timated increased cost for F-22 produc
tion above and beyond what was pre
viously authorized. In testimony prior 
to the National Defense Act for Fiscal 
Year 1997, the Air Force informed the 
Senate Committee on Armed Services 
restructuring the program had been 
costly in the past and had resulted in 
future cost escalations. 

This program is a poster child for De
fense Department waste. We cannot 
allow these costs to keep creeping up
ward unchecked. · 

This year 's request for a funding in
crease is based in part on the cancella
tion of four preproduction vehicles, 
foregoing production of 54 operational 
aircraft and transferring those funds 
into the engineering and manufac
turing development account. So this 
transfer of funds means the number of 
planes produced will be decreased while 
the costs will continue to increase. 

The Air Force therefore appears to be 
asking to do less with more rather 
than the opposite of what we usually 
hear that we ought to require govern
ment departments to do. 

According to the GAO, the F-15E, 
which the F-22 is designed to replace, 
will continue to be the premier tactical 
aircraft in the world at least until 2010. 
Events in the Persian Gulf suggest that 
current tactical aircraft are more than 
able to counter any likely threat to 
United States forces. The United 
States may need one new fighter pro
gram for the years after 2010 but not 
three at the same time. We must re
duce this program now and make it 
very clear that defense contractors will 
not be rewarded for high costs. 

It is time we looked at our defense 
programs with a little more scrutiny. 
We must not simply rubber stamp a 
bloated defense budget that includes 
billions of dollars in excessive funding 
simply because we fundamentally be
lieve, as we all do, in providing for a 
strong defense. 

We must have the moral strength to 
reduce funding for defense projects 
even if they are built in Marietta, GA, 

and other reasons represented by pow
erful Members of the House. To ignore 
these cost overruns and do nothing 
would be a gross disservice to the 
American people. To increase funding 
under such circumstances for an expen
sive program with a poor record of fi
nancial restraint would be an extreme 
case of protecting special interests at 
the expense of hard-working taxpayers. 

It is a disservice to the American 
people that year after year we refuse to 
open the size and scope of our defense 
budget. I urge my colleagues to join me 
in fighting to keep costs under control 
even if those costs appear in a defense 
bill. The Defense Department should 
not be immune from our normal cost
paring efforts. 

Again, this amendment will simply 
reduce the R&D for this development of 
this fighter plane to the amount that 
the Air Force requested a year ago that 
they would request for this year. 
Again, in the situation in which we de
velop three tactical aircraft at the 
same time , I think this is a very mod
est request, a very modest amendment, 
and I urge my colleagues to support 
this amendment. 

Mr. Chairman, I reserve the balance 
of my time. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 5 minutes to the distin
guished gentleman from California 
[Mr. CUNNINGHAM], who is from the 
Vietnam era, an aviation ace who has 
flown against these aircraft, who has 
had them fly against him. He has been 
shot at and he shot them down. I think 
he is an expert on this subject. 

Mr. CUNNINGHAM. Mr. Chairman, I 
thank the gentleman for yielding me 
this time. 

I understand part of the gentleman's 
amendment, that when we have a lot of 
different programs that we have to 
buy, then there is limited dollars. But 
I would also tell the gentleman that 
that has been created not artificially 
but by this very body. When we keep 
cutting defense, procurement, about 70 
percent, when we have additional 
BRACC rounds and that takes, base 
closing rounds and that takes addi
tional dollars , when we increase the op
erations tempo higher, higher than 
during the Vietnam conflict, which 
wears out our equipment, then we can
not put the money in research and de
velopment. We want to take money and 
advance the procurement for a carrier, 
which would save $600 million. But if · 
we take money out of that carrier 
from , say, the F- 22, we take it from 
any of the other progTams, then those 
costs go up. 

0 1300 
So, eventually, we override the costs 

and we cannot even buy smart. 
Those that are proponents of reduc

ing defense, and they have that right, I 
disagree with that. But those that do, 
cost us not only national security but 
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we cannot even buy smart because we colleagues up on the fourth floor where 
cannot buy and keep a line open. We we can talk about the secure programs, 
have to shut down a line, and we have the black programs that exist in this 
to open it. We have to lay off workers airplane, that are star wars technology 
and bring them back on. That is very that none of the other airplanes have 
costly. and none of the other countries have. 

But I want to talk tactically. These This will be an airplane for the future. 
are some of the aircraft that the F-22 This is an airplane that will mean the 
would have to go out and fight. I have . difference between life and death for 
flown most of what we have in the our aviators, our men and women. 
United States inventory and most of Mr. NADLER. Mr. Chairman, I yield 
what the Soviets have. I can tell my 5 minutes to the gentleman from Wis
colleagues their capabilities. I can tell consin [Mr. OBEY]. 
my colleagues about their radars, their Mr. OBEY. Mr. Chairman, I rise in 
missiles, their maneuverability, what support of the gentleman's amend
their electronic warfare equipment is, ment, and let me explain why. 
all the different tactical applications. I do not think there are many Mem-

The F- 22 will have a much different bers of this House who are more great
mission, say, than the FA-18EF. It will ly respected than the gentleman from 
be more of a hunter-killer, flying with California [Mr. CUNNINGHAM]. I think 
four to eight aircraft protecting B-2's, he is respected both as a legislator and 
or actually on what we call a Mig cap, for his past service to this country in 
going in prior to going into a target his military capacity, and because he is 
and sweeping the area and having blue a genuinely nice person to know. But I 
water and fleet air defense, as well as want to say, nonetheless, that I think 
air superiority. As General Fogleman on the merits this amendment has the 
says, we need air dominance. We had better of the argument. 
air superiority in Desert Storm. I make that statement for this rea-

But as we go in, I would ask my col- son. The Pentagon is going to be buy
leagues to take a look at the reasons ing three new tactical aircraft. One of 
that we need these airplanes. The F-22, them is the F-22. We are supposed to 
a lot of it is for the same reason that purchase them to replace the F-15. The 
we needed the B-2. The F- 22 is one of F- 15 is probably the finest fighter the 
the new stealthy airplanes that we United States has ever known. We have 
have to go in against a target and that over 700 of them. The problem with this 
the enemy, all those fighters that I is that the cost of the F-22 has appar
showed my colleagues previously, do ently been escalating ·by about 20 per
not know that they are there. cent, if we take a look at the latest in-

When we close in on a fighter and he formation, and that means it is going 
does not know we are there, we get to cost about $85 billion to buy 438 of 
first shot, he does not. Right now, most these babies. 
of those airplanes on that other chart Now, the Congress hires the GAO, the 
have missiles that will go farther than General Accounting Office, to try to 
ours, they go faster and they detect us give us the best possible advice about 
first. With the F- 22, they do not detect how we ought to spend our money to 
us. It allows our shorter range missile get the biggest bang for it. And what 
to get inside so that we can fire and they indicate is that the F- 15, which is 
launch and leave, and now our guys are the plane that the F-22 is designed to 
going to live. That is the value of the replace, will last us at least until the 
F-22. year 2015. 

Now, it is an Air Force airplane. I They indicate, therefore, that they 
flew in the Navy. Why would I support believe the purchase of the F- 22, which 
an Air Force airplane? Because it is is in this bill, is at least 7 years pre
part of national security and it is part mature. They think there will be at 
of the defense of this country. In this least a 7-year overlap between the use 
humble Member's opinion it is an air- of the F-22 and the F- 15. So they, 
craft that we need. therefore, suggest that we slow down 

I agree there are not enough dollars the purchase of the F-22's so that we do 
to go around, and we could buy other not run up the cost of this program any 
programs, but when we take from one more than is necessary. I think that is 
to give to the other, then the addi- the correct thing to do. 
tional costs go up and that is not effec- I would also point out that people 
tive. say, "Well, we have a huge threat that 

I would say to my friend that in this we have to respond to." They do not 
other chart, the aircraft of tomorrow point out that many of the countries 
are here today, only the United States that possess the planes that we are 
does not have them. I am alive today worried about are countries such as 
because I had better training than the France, which the last time I looked 
enemy. I am alive today because the was our ally. They do not point out 
airplane, the F-4 Phantom in Vietnam that the Rand Corp. says this about the 
was better than the Mig-21. The mis- threat to the United States: "The air 
siles I had, the Sparrow and the Side- power forces of the former Soviet 
winder, were better than the Aphid and Union are fragmented and their recov
the Apex, but that is no longer true. ery would take many years. The air 

This is the research and develop- fleets fielded by other potential adver
ment. And I will be happy to take my saries are small and aging." 

Another Rand study concludes that 
China will retire about half of its fight
ers and tac aircraft within the next 10 
years and that they cannot afford to 
replace them. And if we ask the De
fense Department, they will tell us 
that they believe that there will be few 
purchases of high performance fighter 
aircraft by any potential U.S. adver
saries any time soon. 

So I think the gentleman's amend
ment is a perfectly reasonable one. We 
all know we are going to have this 
plane some day, and it will, by all ac
counts, be a magnificent airplane. But 
the fact is we have competing needs in 
this defense budget and, once again, I 
tell my colleagues that this budget 
contains nothing but false promises if 
it continues to pretend that it can live 
under the existing 5-year budget ceil
ings that are established for it and still 
buy all of the new weapon systems, in
cluding tactical aircraft, which people 
are hoping to buy. 

There just is not going to be enough 
room in that bag to buy everything 
that we are scheduled to buy. Sooner 
or later we will have to make a deci
sion about which purchases we are 
going to eliminate, or else admit that 
the 5-year budget ceilings that are 
talked about in this new budget agree
ment are nothing but a public lie. 

Now, that is the hard choice of it, 
and the sooner Congress faces up to it, 
the better off we will all be, and that is 
why I think the gentleman is correct in 
pursuing his amendment. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 3 minutes to the gen
tleman from Washington [Mr. DICKS]. 

Mr. DICKS. Mr. Chairman, first of 
all, I want to rise in opposition to the 
Nadler amendment. As I understand it, 
we would be cutting $420 million out of 
the F- 22 procurement. 

Now, what this would do would be to 
slow down this program. 

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

Mr. DICKS. I yield to the gentleman 
from New York. 

Mr. NADLER. Mr. Chairman, I would 
advise the gentleman it is $420 million 
for the R&D, not procurement. 

Mr. DICKS. Excuse me, Mr. Chair
man, reclaiming my time, $420 million 
from the R&D account, not the pro
curement account. I wish we were in 
procurement, but we are not there yet. 
We are still in R&D. 

What that will do is to slow down 
this program rather substantially. I 
think this is a program that has al
ready been stretched out to such an ex
tent that one has to be concerned 
about how much money we are going to 
spend on R&D to get this program into 
procurement. 

Now, the F-22 is the Air Force's No. 
1 priority. Now, anyone who listened to 
the earlier debate, I might have a dif
ferent set of priorities for the Air 
Force, but they belie.ve that the F-22, 
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the air superiority fighter, is abso
lutely essential for the United States 
to be able, as we did in the gulf war, to 
be able to gain air superiority once a 
war starts. 

Of course, this is the airplane that 
will be involved in coming in, attack
ing other aircraft, attacking surface
to-air missiles, Scud launchers, and it 
will be very, very important in the 
early going in order to gain air superi
ority and to be able to cap the enemy 
so that they cannot get their aircraft 
off the ground. 

Once we do that, then we can bring in 
all the nonstealthy assets that we cur
rently possess, like the F- 15's, the F-
16's, the F-18's, et cetera. But it is the 
enabler. That is why steal th is so im
portant, not just for bombers but also 
for our fighter aircraft. So I believe 
that this is one of the two or three 
most important programs we are in
volved in. 

I think if we put tog·ether the F-22's 
and the B- 2's, we get a tremendous syn
ergism with an airplane that can give 
us air superiority and another one that 
can take advantage of that, to go in 
and knock out a variety of enemy tar
gets and to ultimately allow us to win 
the war in such a way that we save 
American lives. 

So I would argue strongly against 
slowing down the F-22, and that is 
what this amendment will do by cut
ting back R&D funding. I would assume 
it would slow it down for at least 1 
year, maybe even more. It would have 
a devastating effect on the program 
itself. 

Every time Congress gets up and does 
this, we adjust these programs, then 
the money is cut back, and then the 
contractors have to go back and read
just their entire schedule for devel
oping the plane. So I feel very strongly 
that this program has already been in
terrupted and we should not do it again 
with this amendment. 

Mr. Chairman, I urge a " no" vote on 
the Nadler amendment. 

Mr. NADLER. Mr. Chairman, I yield 
1 minute to the gentleman from Wis
consin [Mr. OBEY]. 

Mr. OBEY. Mr. Chairman, I would 
like to simply take this minute to say 
that I agree with one point the gen
tleman has just made. I think it is a 
mistake for us to stretch out the pur
chase time for every large weapon sys
tem that we buy because it does raise 
the per unit cost. 

But if we agree with that, then we 
have to face up to the choice that we 
have to cut out one or more of these 
weapon systems. And that is why, it 
seems to me, that the Congress is mak
ing a grave mistake if we do not elimi
nate one of the three tac air systems 
which the Pentagon is supposed to buy 
under this bill. 

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

Mr. OBEY. I yield to the gentleman 
from Washington. 

Mr. DICKS. Mr. Chairman, I would 
say to the gentleman that one area we 
did not look at, that was not looked at 
in the Quadrennial Defense Review, is 
our nuclear weapons. I would argue we 
could make a reduction ourselves in 
nuclear weapons and use that money to 
fund these conventional programs 
which are usable. 

I am a believer that nuclear weapons 
are there for deterrence and only deter
rence, and we really do not get a hell of 
a lot of military capability out of 
them. 

Mr. OBEY. Mr. Chairman, I do not 
argue with that , but unless we are will
ing to cut the number of systems we 
buy, then the only choice we have is to 
pursue what the gentleman is pursuing. 

Mr. NADLER. Mr. Chairman, how 
much time do we have remaining? 

The CHAIRMAN. The gentleman 
from New York [Mr. NADLER] has 4 
minutes remaining, and the gentleman 
from Florida [Mr. YOUNG] has 7 min
utes remaining. 

Mr. YOUNG of Florida. Mr. Chair
man, I yield 3 minutes to the gentle
woman from Texas [Ms. GRANGER]. 

Ms. GRANGER. Mr. Chairman, I rise 
today in strong opposition to the 
amendment offered by the gentleman 
from New York. The F- 22 will be the 
Air Force's air superiority fighter for 
the first part of the 21st century. The 
Air Force needs the F- 22 as soon as 
possible. 

Right now the Air Force relies on the 
F- 15 to fly its air superiority missions. 
The F- 15 has served our Nation well 
and has been critical to ensuring that 
no American ground troop has been 
killed by enemy aircraft in over 40 
years. But the F-15 is aging. Much of 
its technology was developed back in 
the 1970's and even the 1960's. 

0 1315 
Though it was far superior than any

thing in the world when it was intro
duced, the rest of the world has slowly 
but surely caught up with the F-15. We 
still might have an edge in air superi
ority, but it is a slight edge at best. 

The effect of the adoption of the 
amendment of the gentleman from New 
York [Mr. NADLER] would be to con
tinue to rely on this old technology for 
years to come and to just get by. We 
would keep on flying the aging F- 15 
and hope that the world does not com
pletely catch up with us before we un
leash the F- 22 fighter wings. 

Mr. Chairman, we cannot afford to 
compromise our national security in
terests, as well as the safety and secu
rity of the brave men and women who 
serve our country, by just getting by. 
Proponents of cutting the F- 22 argue 
that the world is a safe place and that 
we face no imminent dangers that jus
tify immediate production of the F-22. 
But one of the main reasons that we 
face no dangers today, and I stress 
today, is that any potential enemies 

recognize the superiority of American 
technology and fighting strength. 

But the longer we delay incor
porating 21st century technology into 
our military, the more we invite poten
tial foes to take the chance that they 
can match us in battle. Investing in 
technology like the F- 22 Raptor today 
will , therefore, save us in the long run. 
War will be much less likely to occur if 
our enemies and potential enemies un
derstand that engaging our military in 
battle is a guaranteed losing propo
sition. 

The costs of war, even the cost of a 
brief and successful war like Desert 
Storm, are much greater than the cost 
of peace. But more important than the 
ultimate economic savings we will reap 
from preventing wars with investing in 
the F- 22 are the lives of fighting men 
and women that will be saved. By pre
venting as many conflicts as possible 
and then by thoroughly dominating 
those few in which we might have to 
engage, the F- 22 Raptor will minimize 
harm to our troops in the field. The 
mothers and fathers of our men and 
women in uniform will be able to sleep 
better at night knowing that their 
children are less likely to be in harm's 
way. 

Mr. Chairman, the F- 22 is needed, 
and it is needed without any additional 
delay in production. 

Mr. NADLER. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, a number of argu
ments are made against this amend
ment. The argument is made by the 
gentleman from California, who we all 
respect, is that we have to have air su
periority, which we all agree with, and 
that if we do not have the F-22, we will 
not have air superiority, and that 
American fighters in some future war, 
therefore, will, God forbid, die from 
lack of the superiority in the technical 
equipment. 

The argument ignores two facts. 
First, we heard the gentleman from 
Wisconsin [Mr. OBEY] refer to the Rand 
Commission reports. The Rand Com
mission says the air fleets of potential 
adversaries are small and aging·. They 
are not coming up with new technology 
fighters. We do not see the Russians 
doing the research and spending the 
money to produce the next generation 
of fighters . The Chinese Air Force is 
going to be retired and not replaced be
cause they are not doing it either. 

So with whom are we competing for 
this great new technology? The 
French, our allies? The Defense Depart
ment says they see few high perform
ance aircraft any time soon anywhere 
else in the world, other than perhaps in 
France, our allies. 

Second, we are not opposing the F- 22. 
We are saying stretch out the time be
fore the procurement, do not reduce 
the procurement time, stretch out the 
time before the procurement so that 
there is not a 7-year overlap with the 
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F-15. We will have the aircraft when we 
need it. But we do not need three sepa
rate tactical aircraft prograIUs at the 
saine tiine. 

Finally, let Ine say, again the gen
tleinan froIU Wisconsin [Mr. OBEY] al
luded to this, in this 5-year budget 
agreeinent that everyone is talking 
about today, we have Defense Depart
IUent caps for each year. We are not 
going to be able to Inaintain theITI if we 
keep buying every weapon on systeIU, 
if we need Inore B-2's, if we need three 
new tactical aircraft systeIUs. 

So what are we doing? We are penny 
pinching in operations and training 
and personnel, when we ought to be . 
spending Inore Inoney, instead of pro
curing large nuIUbers of new weapons 
systeIUs which we cannot possibly af
ford in the future and which we do not 
need. SoIUe of theIU we need. But we 
have to Inake choices. Governing is 
about Inaking choices. 

This aIUendinent is about Inaking a 
choice, about reducing the cost over
runs in this prograIU, and hopefully 
giving us tiine to reconsider whether 
we need three tactical aircraft pro
grains as a follow-on to the F-15, 
which, last tiine I looked, was one air-
craft. · 

So I urge the adoption of this ainend
Inent. 

Mr. Chairinan, I yield back the bal
ance of ITIY tiIUe. 

Mr. YOUNG of Florida. Mr. Chair
IUan, I yield IUyself the balance of the 
tiIUe, and I rise in opposition to the 
Nadler ainendinent. I understand that 
it is well-intentioned. Even though the 
prograITI has already been slowed down 
with the agreeinent of the Congress, it 
is the No. 1 priority for the United 
States Air Force. 

The phrase "air superiority" has 
been used during this debate several 
tiines. Let Ine tell you what air superi
ority is. Air superiority is the ability 
of our pilots flying our airplanes to go 
into the war zone and to deny access to 
the air by the eneiny planes, either to 
shoot theIU down or, as we did in 
Desert StorITI, to scare theITI so that 
they run when they see our airplanes. 

The other part of air superiority is 
the soldier on the ground. The soldier 
on the ground, when he looks up, he 
wants to see an AIUerican airplane in 
control of the sky, he wants to know 
that the airplane up there is not going 
to drop a boinb or soIUe kind of Inuni
tion on hiITI. That is why air superi
ority is so iinportant. 

The F- 22 will guarantee us air superi
ority and control of the skies in the 
world as we know it today. But as the 
gentleinan froITI California [Mr. 
CUNNINGHAM] pointed out earlier, Inany 
other countries are building new and 
outstanding technology aircraft. We 
have got to be able to keep up with 
that. 

In the year 2015, a date that has been 
Inentioned when the F- 22 Inight be 

fully capable, fully operational, the F-
15, which is a treIUendous airplane, will 
be 45 years old. My 10-year-old sbn has 
told Ine repeatedly that he wants to be 
a fighter pilot. Well, if that should hap
pen and he cannot fly the F-22 until 
the year 2015, he can be flying a 45-
year-old airplane. I do not want that to 
happen, and I do not want anybody else 
that is going to be flying a coIUbat air
craft to have to fly a 40-year-old air
plane. 

It is just not right because it takes 
away his advantage, it takes away his 
edge over the eneIUy. All of us pray to 
God that we never have to send another 
pilot to war or another soldier to a 
ground war. But unfortunately that 
IUay not be the case. But we have got 
to go with the best equipinent, the best 
technology, the best training that we 
possibly can so that our soldiers in the 
air, on the ground, our sailors on the 
sea, under the sea have the best train
ing, the best equipinent, the best tech
nology possible so that they can, No. 1, 
accoIUplish their Inission, Mr. Chair
Inan, but No. 2, give theIUselves soIUe 
protection while they are at it. 

That is what this F-22 will do. It will 
help accoIUplish the Inission and give 
our pilots protection and the ability to 
coine hoine in their airplane, rather 
than coIUe hoIUe as a POW or coine 
hoIUe in a body bag. That is why this 
investIUent is a good investIUent and 
we ought to deny this ainendinent and 
allow the F- 22 prograITI to continue. 

Mr. ChairIUan, I yield back the bal
ance of ITIY tiIUe. 

The CHAIRMAN. The question is on 
the aIUendinent offered by the gen
tleinan frOIIl New York [Mr. NADLER]. 

The aIUendinent was rejected. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 

RESEARCH, DEVELOPMEN'l', TEST AND 
EVALUATION, DEFENSE-WIDE 

For expenses of activities and agencies of 
the Department of Defense (other than the 
military departments), necessary for basic 
and applied scientific research, development, 
test and evaluation; advanced research 
projects as may be designated and deter
mined by the Secretary of Defense , pursuant 
to law; maintenance, rehabilitation, lease, 
and operation of facilities and equipment; 
$9,494,337,000, to remain available for obliga
tion until September 30, 1999: Provided, That 
not less than $444,898,000 of the funds appro
priated in this paragraph shall be made 
available only for the Sea-Based Wide Area 
Defense (Navy Upper-Tier) program: Provided 
further, That funds appropriated for the 
Dual-Use Applications Program under sec
tion 5803 of the Treasury, Postal Service, and 
General Government Appropriations Act, 
1997 (Public Law 104-208), shall remain avail
able for obligation until September 30, 1998. 

DEVELOPMENTAL TEST AND EVALUATION, 
DEFENSE 

For expenses, not otherwise provided for, 
of independent activities of the Director, 
Test and Evaluation in the direction and su
pervision of developmental test and evalua
tion, including performance and joint devel
opmental testing and evaluation; and admin
istrative expenses in connection therewith; 

$268,183,000, to remain available for obliga
tion until September 30, 1999. 

OPERATIONAL TEST AND EVALUATION, 
DEFENSE 

For expenses, not otherwise provided for, 
necessary for the independent activities of 
the Director, Operational Test and Evalua
tion in the direction and supervision of oper
ational test and evaluation, including initial 
operational test and evaluation which is con
ducted prior to, and in support of, production 
decisions; joint operational testing and eval
uation; and administrative expenses in con
nection therewith; $32,684,000, to remain 
available for obligation until September 30, 
1999: Provided, That of the funds appropriated 
in this paragraph, $9,300,000 shall not be obli
gated or expended until authorized by law. 

TITLE V 
REVOLVING AND MANAGEMENT FUNDS 

DEFENSE WORKING CAPITAL FUNDS 
For the Defense Working Capital Funds; 

$971,952,000. 
NATIONAL DEFENSE SEALIFT FUND 

For National Defense Sealift Fund pro
grams, projects, and activities, and for ex
penses of the National Defense Reserve 
Fleet, as established by section 11 of the 
Merchant Ship Sales Act of 1946 (50 U.S.C. 
App. 1744); $1,199,926,000, to remain available 
until expended: Provided, That none of the 
funds provided in this paragraph shall be 
used to award a new contract that provides 
for the acquisition of any of the following 
major components unless such components 
are manufactured in the United States: aux
iliary equipment, including pumps, for all 
ship-board services; propulsion system com
ponents (that is; engines, reduction gears, 
and propellers); shipboard cranes; and 
spreaders for shipboard cranes: Provided fur
ther, That the exercise of an option in a con
tract awarded through the obligation of pre
viously appropriated funds shall not be con
sidered to be the award of a new contract: 
Provided further, That the Secretary of the 
military department responsible for such 
procurement may waive these restrictions on 
a case-by-case basis by certifying in writing 
to the Committees on Appropriations of the 
House of Representatives and the Senate, 
that adequate domestic supplies are not 
available to meet Department of Defense re
quirements on a timely basis and that such 
an acquisition must be made in order to ac
quire capability for national security pur
poses: Provided further, That of the funds ap
propriated in this paragraph, $18,300,000 shall 
not be obligated or expended until author
ized by law. 

TITLE VI 
OTHER DEPARTMENT OF DEFENSE 

PROGRAMS 
DEFENSE HEALTH PROGRAM 

For expenses, not otherwise provided for, 
for medical and health care programs of the 
Department of Defense, as authorized by law; 
$10,309, 750,000, of which $10,035,682,000 shall be 
for Operation and maintenance, of which not 
to exceed three percent shall remain avail
able until September 30, 1999, and of which 
$274,068,000, to remain available for obliga
tion until September 30, 2000, shall be for 
Procurement: Provided, That of the funds ap
propriated in this paragraph, $55,300,000 shall 
not be obligated or expended until author
ized by law. 

CHEMICAL AGENTS AND MUNITIONS 
DESTRUCTION, DEFENSE 

For expenses, not otherwise provided for , 
necessary for the destruction of the United 
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States stockpile of lethal chemical agents 
and munitions in accordance with the provi
sions of section 1412 of the Department of 
Defense Authorization Act, 1986 (50 U.S.C. 
1521), and for the destruction of other chem
ical warfare materials that are not in the 
chemical weapon stockpile, $595,700,000, of 
which $472,200,000 shall be for Operation and 
maintenance, $67,200,000 shall be for Procure
ment to remain available until September 
30, 2000, and $56,300,000 shall be for Research, 
development, test and evaluation to remain 
available until September 30, 1999. 

DRUG INTERDICTION AND COUNTER-DRUG 
ACTIVITIES, DEFENSE 

(INCLUDING TRANSFER OF FUNDS) 
For drug interdiction and counter-drug ac

tivities of the Department of Defense, for 
transfer to appropriations available to the 
Department of Defense for military per
sonnel of the reserve components serving 
under the provisions of title 10 and title 32, 
United States Code; for Operation and main
tenance; for Procurement; and for Research, 
development, test and evaluation; 
$713,082,000: Provided, That funds appro
priated by this paragraph shall be available 
for obligation for the same time period and 
for the same purpose as the appropriation to 
which transferred: Provided further, That the 
transfer authority provided in this para
graph is in addition to any transfer author
ity contained elsewhere in this Act: Provided 
further, That of the funds appropriated in 
this paragraph, $51,411,000 shall not be obli
gated or expended until authorized by law. 

OFFICE OF THE INSPECTOR GENERAL 
For expenses and activities of the Office of 

the Inspector General in carrying out the 
provisions of the Inspector General Act of 
1978, as amended; $142,980,000, of which 
$141,180,000 shall be for Operation and main
tenance, of which not to exceed $600,000 is 
available for emergencies and extraordinary 
expenses to be expended on the approval or 
authority of the Inspector General, and pay
ments may be made on his certificate of ne
cessity for confidential military purposes; 
and of which $1,800,000, to remain available 
until September 30, 2000, shall be for Pro
<;mrement: Provided, That of the funds appro
priated in this paragraph, $4,600,000 shall not 
be obligated or expended until authorized by 
law. 

TITLE VII 
RELATED AGENCIES 

CENTRAL INTELLIGENCE AGENCY RETIREMENT 
AND DISABILITY SYSTEM FUND 

For payment to the Central Intelligence 
Agency Retirement and Disability System 
Fund, to maintain proper funding level for 
continuing the operation of the Central In
telligence Agency Retirement and Disability 
System; $196,900,000. 

INTELLIGENCE COMMUNITY MANAGEMENT 
ACCOUNT 

(INCLUDING TRANSFER OF FUNDS) 
For necessary expenses of the Intelligence 

Community Management Account; 
$125,580,000, of which $39,011,000 for the Ad
vanced Research and Development Com
mittee and the Environmental Intelligence 
and Applications Program shall remain 
available until September 30, 1999: Provided, 
That of the funds appropriated under this 
heading, $27,000,000 shall be transferred to 
the Department of Justice for the National 
Drug Intelligence Center to support the De
partment of Defense's counter-drug intel
ligence responsibilities, and of the said 
amount, $1,500,000 for Procurement shall re-

main available until September 30, 2000, and 
$3,000,000 for Research, development, test and 
evaluation shall remain available until Sep
tember 30, 1999. 
PAYMENT TO KAHO'OLAWE ISLAND CONVEY

ANCE, REMEDIATION, AND ENVIRONMENTAL 
RESTORATION FUND . 
For payment to Kaho'olawe Island Convey

ance, Remediation, and Environmental Res
toration Fund, as authorized by law; 
$10,000,000, to remain available until ex
pended. 

NATIONAL SECURITY EDUCATION TRUST FUND 
For the purposes of title VIII of Public 

Law 102-183, $2,000,000, to be derived from the 
National Security Education Trust Fund, to 
remain available until expended. 

TITLE VIII 
GENERAL PROVISIONS 

SEC. 8001. No part of any appropriation 
contained in this Act shall be used for pub
licity or propaganda purposes not authorized 
by the Congress. 

SEC. 8002. During the current fiscal year, 
provisions of law prohibiting the payment of 
compensation to, or employment of, any per
son not a citizen of the United States shall 
not apply to personnel of the Department of 
Defense: Provided, That salary increases 
granted to direct and indirect hire foreign 
national employees of the Department of De
fense funded by this Act shall not be at a 
rate in excess of the percentage increase au
thorized by law for civilian employees of the 
Department of Defense whose pay is com
puted under the provisions of section 5332 of 
title 5, United States Code, or at a rate in ex
cess of the percentage increase provided by 
the appropriate host nation to its own em
ployees, whichever is higher: Provided fur
ther, That this section shall not apply to De
partment of Defense foreign service national 
employees serving at United States diplo
matic missions whose pay is set by the De
partment of State under the Foreign Service 
Act of 1980: Provided further, That the limita
tions of this provision shall not apply to for
eign national employees of the Department 
of Defense in the Republic of Turkey. 

SEC. 8003. No part of any appropriation 
contained in this Act shall remain available 
for obligation beyond the current fiscal year, 
unless expressly so provided herein. 

SEC. 8004. No more than 20 per centum of 
the appropriations in this Act which are lim
ited for obligation during the current fiscal 
year shall be obligated during the last two 
months of the fiscal year: Provided, That this 
section shall not apply to obligations for 
support of active duty training of reserve 
components or summer camp training of the 
Reserve Officers' Training Corps. 

(TRANSFER OF FUNDS) 
SEC. 8005. Upon determination by the Sec

retary of Defense that such action is nec
essary in the national interest, he may, with 
the approval of the Office of Management 
and Budget, transfer not to exceed 
$2,000,000,000 of working capital funds of the 
Department of Defense or funds made avail
able in this Act to the Department of De
fense for military functions (except military 
construction) between such appropriations 
or funds or any subdivision thereof, to be 
merged with and to be available for the same 
purposes, and for the same time period, as 
the appropriation or fund to which trans
ferred: Provided, That such authority to 
transfer may not be used unless for higher 
priority items, based on unforeseen military 
requirements, than those for which origi
nally appropriated and in no case where the 

item for which funds are requested has been 
denied by Congress: Provided further, That 
the Secretary of Defense shall notify the 
Congress promptly of all transfers made pur
suant to this authority or any other author
ity in this Act: Provided further, That no part 
of the funds in this Act shall be available to 
prepare or present a request to the Commit
tees on Appropriations for reprogramming of 
funds, unless for higher priority items, based 
on unforeseen military requirements, than 
those for which originally appropriated and 
in no case where the item for which re
programming is requested has been denied by 
the Congress. 

(TRANSFER OF FUNDS) 
SEC. 8006. During the current fiscal year, 

cash balances in working capital funds of the 
Department of Defense established pursuant 
to section 2208 of title 10, United States 
Code, may be maintained in only such 
amounts as are necessary at any time for 
cash disbursements to be made from such 
funds: Provided, That transfers may be made 
between such funds: Provided further , That 
transfers may be made between working cap
ital funds and the " Foreign Currency Fluc
tuations, Defense" appropriation and the 
"Operation and Maintenance" appropriation 
accounts in such amounts as may be deter
mined by the Secretary of Defense, with the 
approval of the Office of Management and 
Budget, except that such transfers may not 
be made unless the Secretary of Defense has 
notified the Congress of the proposed trans
fer. Except in amounts equal to the amounts 
appropriated to working capital funds in this 
Act, no obligations may be made against a 
working capital fund to procure or increase 
the value of war reserve material inventory, 
unless the Secretary of Defense has notified 
the Congress prior to any such obligation. 

SEC. 8007. Funds appropriated by this Act 
may not be used to initiate a special access 
program without prior notification 30 cal
endar days in session in advance to the con
gressional defense committees. 

SEC. 8008. (a) None of the funds provided in 
this Act shall be available to initiate (1) a 
multiyear contract that employs economic 
order quantity procurement in excess of 
$20,000,000 in any one year of the contract or 
that includes an unfunded contingent liabil
ity in excess of $20,000,000, or (2) a contract 
for advance procurement leading to a 
multiyear contract that employs economic 
order quantity procurement in excess of 
$20,000,000 in any one year, unless the con
gressional defense committees have been no
tified at least thirty days in advance of the 
proposed contract award: Provided, That no 
part of any appropriation contained in this 
Act shall be available to initiate a multiyear 
contract for which the economic order quan
tity advance procurement is not funded at 
least to the limits of the Government's li
ability: Provided further, That no part of any 
appropriation contained in this Act shall be 
available to initiate multiyear procurement 
contracts for any systems or component 
thereof if the value of the multiyear con
tract would exceed $500,000,000 unless specifi
cally provided in this Act: Provided further , 
That no multiyear procurement contract can 
be terminated without 10-day prior notifica
tion to the congressional defense commit
tees: Provided further, That the execution of 
multiyear authority shall require the use of 
a present value analysis to determine lowest 
cost compared to an annual procurement. 

Funds appropriated in title III of this Act 
may be used for multiyear procurement con
tracts as follows: 

Family of Medium Tactical Vehicles. 
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(b) None of the funds provided in this Act 

and hereafter may be used to submit to Con
gress (or to any committee of Congress) a re
quest for authority to enter into a contract 
covered by those provisions of subsection (a) 
that precede the first proviso of that sub
section unless-

(1) such request is made as part of the sub
mission of the President's Budget for the 
United States Government for any fiscal 
year and is set forth in the Appendix to that 
budget as part of proposed legislative lan
guage for appropriations bills for the next 
fiscal year; or 

(2) such request is formally submitted by 
the President as a budget amendment; or 

(3) the Secretary of Defense makes such re
quest in writing to the congressional defense 
committees. 

SEC. 8009. Within the funds appropriated 
for the operation and maintenance of the 
Armed Forces, funds are hereby appropriated 
pursuant to section 401 of title 10, United 
States Code, for humanitarian and civic as
sistance costs under chapter 20 of title 10, 
United States Code. Such funds may also be 
obligated for humanitarian and civic assist
ance costs incidental to authorized oper
ations and pursuant to authority granted in 
section 401 of chapter 20 of title 10, United 
States Code, and these obligations shall be 
reported to Congress on September 30 of each 
year: Provided, That funds available for oper
ation and maintenance shall be available for 
providing humanitarian and similar assist
ance by using Civic Action Teams in the 
Trust Territories of the Pacific Islands and 
freely associated states of Micronesia, pursu
ant to the Compact of Free Association as 
authorized by Public Law 99-239: Provided 
further, That upon a determination by the 
Secretary of the Army that such action is 
beneficial for graduate medical education 
programs conducted at Army medical facili
ties located in Hawaii, the Secretary of the 
Army may authorize the provision of med
ical services at such facilities and transpor
tation to such facilities, on a nonreimburs
able basis, for civilian patients from Amer
ican Samoa, the Commonwealth of the 
Northern Mariana Islands, the Marshall Is
lands, the Federated States of Micronesia, 
Palau, and Guam. 

SEC. 8010. (a) During fiscal year 1998, the ci
vilian personnel of the Department of De
fense may not be managed on the basis of 
any end-strength, and the management of 
such personnel during that fiscal year shall 
not be subject to any constraint or limita
tion (known as an end-strength) on the num
ber of such personnel who may be employed 
on the last day of such fiscal year. 

(b) The fiscal year 1999 budget request for 
the Department of Defense as well as all jus
tification material and other documentation 
supporting the fiscal year 1999 Department of 
Defense budget request shall be prepared and 
submitted to the Congress as if subsections 
(a) and (b) of this provision were effective 
with regard to fiscal year 1999. 

(c) Nothing in this section shall be con
strued to apply to military (civilian) techni
cians. 

SEC. 8011. Notwithstanding any other pro
vision of law, none of the fuµds made avail
able by this Act shall be used by the Depart
ment of Defense to exceed, outside the fifty 
United States, its territories, and the Dis
trict of Columbia, 125,000 civilian workyears: 
Provided, That workyears shall be applied as 
defined in the Federal Personnel Manual: 
Provided further, That workyears expended in 
dependent student hiring programs for dis
advantaged youths shall not be included in 
this workyear limitation. 

SEC. 8012. None of the funds made available 
by this Act shall be used in any way. directly 
or indirectly, to influence congressional ac
tion on any legislation or appropriation mat
ters pending before the Congress. 

SEC. 8013. (a) None of the funds appro
priated by this Act shall be used to make 
contributions to the Department of Defense 
Education Benefits Fund pursuant to section 
2006(g) of title 10, United States Code, rep
resenting the normal cost for future benefits 
under section 3015(c) of title 38, United 
States Code, for any member of the armed 
services who, on or after the date of enact
ment of this Act-

(1) enlists in the armed services for a pe
riod of active duty of less than three years; 
or 

(2) receives an enlistment bonus under sec
tion 308a or 308f of title 37, United States 
Code, 
nor shall any amounts representing the nor
mal cost of such future benefits be trans
ferred from the Fund by the Secretary of the 
Treasury to the Secretary of Veterans Af
fairs pursuant to section 2006(d) of title 10, 
United States Code; nor shall the Secretary 
of Veterans Affairs pay such benefits to any 
such member: Provided, That in the case of a 
member covered by clause (1), these limita
tions shall not apply to members in combat 
arms skills or to members who enlist in the 
armed services on or after July 1, 1989, under 
a program continued or established by the 
Secretary of Defense in fiscal year 1991 to 
test the cost-effective use of special recruit
ing incentives involving not more than nine
teen noncombat arms skills approved in ad
vance by the Secretary of Defense: Provided 
further, That this subsection applies only to 
active components of the Army. 

(b) None of the funds appropriated by this 
Act shall be available for the basic pay and 
allowances of any member of the Army par
ticipating as a full-time student and receiv
ing benefits paid by the Secretary of Vet
erans Affairs from the Department of De
fense Education Benefits Fund when time 
spent as a full-time student is credited to
ward completion of a service commitment: 
Provided, That this subsection shall not 
apply to those members who have reenlisted 
with this option prior to October 1, 1987: Pro
vided further, That this subsection applies 
only to active components of the Army. 

(TRANSFER OF FUNDS) 

SEC. 8014. Funds appropriated in title III of 
this Act for the Department of Defense Pilot 
Mentor-Protege Program may be transferred 
to any other appropriation contained in this 
Act solely for the purpose of implementing a 
Mentor-Protege Program developmental as
sistance agreement pursuant to section 831 
of the National Defense Authorization Act 
for Fiscal Year 1991 (Public Law 101-510; 10 
U.S.C. 2301 note), as amended, under the au
thority of this provision or any other trans
fer authority contained in this Act. 

SEC. 8015. None of the funds in this Act 
may be available for the purchase by the De
partment of Defense (and its departments 
and agencies) of welded shipboard anchor and 
mooring chain 4 inches in diameter and 
under unless the anchor and mooring chain 
are manufactured in the United States from 
components which are substantially manu
factured in the United States: Provided, That 
for the purpose of this section manufactured 
will include cutting, heat treating, quality 
control, testing of chain and welding (includ
ing the forging and shot blasting process): 
Provided further, That for the purpose of this 
section substantially all of the components 
of anchor and mooring chain shall be consid-

ered to be produced or manufactured in the 
United States if the aggregate cost of the 
components produced or manufactured in the 
United States exceeds the aggregate cost of 
the components produced or manufactured 
outside the United States: Provided further, 
That when adequate domestic supplies are 
not available to meet Department of Defense 
requirements on a timely basis, the Sec
retary of the service .responsible for the pro
curement may waive this restriction on a 
case-by-case basis by certifying in writing to 
the Committees on Appropriations that such 
an acquisition must be made in order to ac
quire capability for national security pur
poses. 

SEC. 8016. None of the funds appropriated 
by this Act available for the Civilian Health 
and Medical Program of the Uniformed Serv
ices (CHAMPUS) shall be available for the 
reimbursement of any health care provider 
for inpatient mental health service for care 
received when a patient is referred to a pro
vider of inpatient mental health care or resi
dential treatment care by a medical or 
health care professional having an economic 
interest in the facility to which the patient 
is referred: Provided, That this limitation 
does not apply in the case of inpatient men
tal health services provided under the pro
gram for the handicapped under subsection 
(d) of section 1079 of title 10, United States 
Code, provided as partial hospital care, or 
provided pursuant to a waiver authorized by 
the Secretary of Defense because of medical 
or ,psychological circumstances of the pa
tient that are confirmed by a health profes
sional who is not a Federal employee after a 
review, pursuant to rules prescribed by the 
Secretary, which takes into account the ap
propriate level of care for the patient, the in
tensity of services required by the patient, 
and the availability of that care. 

SEC. 8017. Funds available in this Act may 
be used to provide transportation for the 
next-of-kin of individuals who have been 
prisoners of war or missing in action from 
the Vietnam era to an annual meeting in the 
United States, under such regulations as the 
Secretary of Defense may prescribe. 

SEC. 8018. Notwithstanding any other pro
vision of law, during the current fiscal year, 
the Secretary of Defense may, by Executive 
Agreement, establish with host nation gov
ernments in NATO member states a separate 
account into which such residual value 
amounts negotiated in the return of United 
States military installations in NATO mem
ber states may be deposited, in the currency 
of the host nation, in lieu of direct monetary 
transfers to the United States Treasury: Pro
vided, That such credits may be utilized only 
for the construction of facilities to support 
United States military forces in that host 
nation, or such real property maintenance 
and base operating costs that are currently 
executed through monetary transfers to such 
host nations: Provided further, That the De
partment of Defense's budget submission for 
fiscal year 1999 shall identify such sums an
ticipated in residual value settlements, and 
identify such construction, real property 
maintenance or base operating costs that 
shall be funded by the host nation through 
such credits: Provided further, That all mili
tary construction projects to be executed 
from such accounts must be previously ap
proved in a prior Act of Congress: Provided 
further, That each such Executive Agreement 
with a NATO member host nation shall be 
reported to the congressional defense com
mittees, the Committee on International Re
lations of the House of Representatives and 
the Committee on Foreign Relations of the 
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Senate thirty days prior to the conclusion 
and endorsement of any such agreement es
tablished under this provision. 

SEC. 8019. None of the funds available to 
the Department of Defense may be used to 
demilitarize or dispose of M-1 Carbines, M-1 
Garand rifles, M-14 rifles, .22 caliber rifles, 
. 30 caliber rifles, or M-1911 pistols. 

SEC. 8020. Notwithstanding any other pro
vision of law, none of the funds appropriated 
by this Act shall be available to pay more 
than 50 percent of an amount paid to any 
person under section 308 of title 37, United 
States Code, in a lump sum. 

SEC. 8021. No more than $500,000 of the 
funds appropriated or made available in this 
Act shall be used for any single relocation of 
an organization, unit, activity or function of 
the Department of Defense into or within the 
National Capital Region: Provided, That the 
Secretary of Defense may waive this restric
tion on a case-by-case basis by certifying in 
writing to the congressional defense commit
tees that such a relocation is required in the 
best interest of the Government. 

SEC. 8022. During the current fiscal year, 
funds appropriated or otherwise available for 
any Federal agency, the Congress, the judi
cial branch, or the District of Columbia may 
be used for the pay, allowances, and benefits 
of an employee as defined by section 2105 of 
title 5 or an individual employed by the gov
ernment of the District of Columbia, perma
nent or temporary indefinite, who-

(1) is a member of a Reserve component of 
the Armed Forces, as described in section 
10101 of title 10, or the National Guard, as de
scribed in section 101 of title 32; 

(2) performs, for the purpose of providing 
military aid to enforce the law or providing 
assistance to civil authorities in the protec
tion or saving of life or property or preven
tion of injury-

(A) Federal service under sections 331, 332, 
333, or 12406 of title 10, or other provision of 
law, as applicable, or 

(B) full-time military service for his or her 
State, the District of Columbia, the Com
monwealth of Puerto Rico, or a territory of 
the United States; and 

(3) requests and is granted-
(A) leave under the authority of this sec

tion; or 
(B) annual leave , which may be granted 

without regard to the provisions of sections 
5519 and 6323(b) of title 5, if such employee is 
otherwise entitled to such annual leave: 
Provided , That any employee who requests 
leave under subsection (3)(A) for service de
scribed in subsection (2) of this section is en
titled to such leave, subject to the provisions 
of this section and of the last sentence of 
section 6323(b) of title 5, and such leave shall 
be considered leave under section 6323(b) of 
title 5. 

SEC. 8023. None of the funds appropriated 
by this Act shall be available to perform any 
cost study pursuant to the provisions of OMB 
Circular A-76 if the study being performed 
exceeds a period of twenty-four months after 
initiation of such study with respect to a 
single function activity or forty-eight 
months after initiation of such study for a 
multi-function activity. 

SEC. 8024. Funds appropriated by this Act 
for the American Forces Information Service 
shall not be used for any national or inter
national political or psychological activities. 

SEC. 8025. Notwithstanding any other pro
vision of law or regulation, the Secretary of 
Defense may adjust wage rates for civilian 
employees hired for certain health care occu
pations as authorized for the Secretary of 
Veterans Affairs by section 7455 of title 38, 
United States Code. 

SEC. 8026. None of the funds appropriated 
or made available in this Act shall be used to 
reduce or disestablish the operation of the 
53rd Weather Reconnaissance Squadron of 
the Air Force Reserve, if such action would 
reduce the WC-130 Weather Reconnaissance 
mission below the levels funded in this Act . 

SEC. 8027. (a) Of the funds for the procure
ment of supplies or services appropriated by 
this Act, qualified nonprofit agencies for the 
blind or other severely handicapped shall be 
afforded the maximum practicable oppor
tunity to participate as subcontractors and 
suppliers in the performance of contracts let 
by the Department of Defense. 

(b) During the current fiscal year, a busi
ness concern which has negotiated with a 
military service or defense agency a subcon
tracting plan for the participation by small 
business concerns pursuant to section 8(d) of 
the Small Business Act (15 U.S.C. 637(d)) 
shall be given credit toward meeting that 
subcontracting goal for any purchases made 
from qualified nonprofit agencies for the 
blind or other severely handicapped. 

(c) For the purpose of this section, the 
phrase "qualified nonprofit agency for the 
blind or other severely handicapped" means 
a nonprofit agency for the blind or other se
verely handicapped that has been approved 
by the Cammi ttee for the Purchase from the 
Blind and Other Severely Handicapped under 
the Javits-Wagner-O 'Day Act (41 U.S.C. 46-
48). 

SEC. 8028. During the current fiscal year, 
net receipts pursuant to collections from 
third party payers pursuant to section 1095 of 
title 10, United States Code, shall be made 
available to the local facility of the uni
formed services responsible for the collec
tions and shall be over and above the facili
ty 's direct budget amount. 

SEC. 8029. During the current fiscal year, 
the Department of Defense is authorized to 
incur obligations of not to exceed $350,000,000 
for purposes specified in section 2350j (c) of 
title 10, United States Code, in anticipation 
of receipt of contributions, only from the 
Government of Kuwait, under that section: 
Provided, That, upon receipt, such contribu
tions from the Government of Kuwait shall 
be credited to the appropriations or fund 
which incurred such obligations. 

SEC. 8030. Of the funds made available in 
this Act, not less than $27,200,000 shall be 
available for the Civil Air Patrol, of which 
$22,702,000 shall be available for Operation 
and maintenance. 

SEC. 8031. (a) None of the funds appro
priated in this Act are available to establish 
a new Department of Defense (department) 
federally funded research and development 
center (FFRDC), either as a new entity, or as 
a separate entity administrated by an orga
nization managing another FFRDC, or as a 
nonprofit membership corporation con
sisting of a consortium of other FFRDCs and 
other non-profit entities. 

(b) LIMITATION ON COMPENSATION.-No 
member of a Board of Directors, Trustees, 
Overseers, Advisory Group, Special Issues 
Panel, Visiting Committee, or any similar 
entity of a defense FFRDC, and no paid con
sultant to any defense FFRDC, may be com
pensated for his or her services as a member 
of such entity, or as a paid consultant, ex
cept under the same conditions, and to the 
same extent, as members of the Defense 
Science Board: Provided, That a member of 
any such entity referred to previously in this 
subsection shall be allowed travel expenses 
and per diem as authorized under the Federal 
Joint Travel Regulations, when engaged in 
the performance of membership duties. 

(c) Notwithstanding any other provision of 
law, none of the funds available to the de
partment from any source during fiscal year 
1998 may be used by a defense FFRDC, 
through a fee or other payment mechanism, 
for charitable contributions, for construc
tion of new buildings, for payment of cost 
sharing for projects funded by government 
grants, or for absorption of contract over
runs. 

(d) Notwithstanding any other provision of 
law, the Secretary of Defense shall reduce 
the total amounts appropriated in titles II, 
III, and IV of this Act by $55,000,000: Provided , 
That the total amounts appropriated in ti
tles II, III, and IV of this Act are hereby re
duced by $55,000,000 to reflect savings from 
the use of defense FFRDCs by the Depart
ment. 

(e) Within 60 days after enactment of this 
Act, the Secretary of Defense shall submit to 
the congressional defense committees a re
port presenting the specific amounts of staff 
years of technical effort to be allocated by 
the department for each defense FFRDC dur
ing fiscal year 1998: Provided, That, after the 
submission of the report required by this 
subsection, the department may not reallo
cate more than five percent of an FFRDC 's 
staff years among other defense FFRDCs 
until 30 days after a detailed justification for 
any such reallocation is submitted to the 
congressional defense committees. 

(f) The Secretary of Defense shall, with the 
submission of the department's fiscal year 
1999 budget request, submit a report pre
senting the specific amounts of staff years of 
technical effort to be allocated for each de
fense FFRDC during that fiscal year. 

(g) The total amounts appropriated to or 
for the use of the department in title II of 
this Act are hereby further reduced by 
$86,300,000 to reflect savings from the de
creased use of non-FFRDC consulting serv
ices by the department. 

(h) No part of the reductions contained in 
subsections (d) and (g) of this section may be 
applied against any budget activity, activity 
group, subactivity group, line item, program 
element, program, project, subproject or ac
tivity which does not fund defense FFRDC 
activities or non-FFRDC consulting services 
within each appropriation account. 

(i) Not later than 90 days after enactment 
of this Act, the Secretary of Defense shall 
submit to the congressional defense commit
tees a report listing the specific funding re
ductions allocated to each category listed in 
subsection (h) above pursuant to this sec
tion. 

SEC. 8032. None of the funds appropriated 
or made available in this Act shall be used to 
procure carbon, alloy or armor steel plate for 
use in any Government-owned facility or 
property under the control of the Depart
ment of Defense which were not melted and 
rolled in the United States or Canada: Pro
vided , That these procurement restrictions 
shall apply to any and all Federal Supply 
Class 9515, American Society of Testing and 
Materials (ASTM) or American Iron and 
Steel Institute (AISI) specifications of car
bon, alloy or armor steel plate: Provided fur
ther , That the Secretary of the military de
partment responsible for the procurement 
may waive this restriction on a case-by-case 
basis by certifying in writing to the Commit
tees on Appropriations of the House of Rep
resentatives and the Senate that adequate 
domestic supplies are not available to meet 
Department of Defense requirements on a 
timely basis and that such an acquisition 
must be made in order to acquire capability 
for national security purposes: Provided fur
ther , That these restrictions shall not apply 
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to contracts which are in being as of the date 
of enactment of this Act. 

SEC. 8033. For the purposes of this Act, the 
term "congressional defense committees" 
means the National Security Committee of 
the House of Representatives, the Armed 
Services Committee of the Senate, the sub
committee on Defense of the Cammi ttee on 
Appropriations of the Senate, and the sub
committee on National Security of the Com
mittee on Appropriations of the House of 
Representatives. 

SEC. 8034. During the current fiscal year, 
the Department of Defense may acquire the 
modification, depot maintenance and repair 
of aircraft, vehicles and vessels as well as the 
production of components and other Defense
related articles, through competition be
tween Department of Defense depot mainte
nance activities and private firms: Provided, 
That the Senior Acquisition Executive of the 
military department or defense agency con
cerned, with power of delegation, shall cer
tify that successful bids include comparable 
estimates of all direct and indirect costs for 
both public and private bids: Provided further, 
That Office of Management and Budget Cir
cular A- 76 shall not apply to competitions 
conducted under this section. 

SEC. 8035. (a)(l) If the Secretary of Defense, 
after consultation with the United States 
Trade Representative, determines that a for
eign country which is party to an agreement 
described in paragraph (2) has violated the 
terms of the agreement by discriminating 
against certain types of products produced in 
the United States that are covered by the 
agreement, the Secretary of Defense shall re
scind the Secretary's blanket waiver of the 
Buy American Act with respect to such 
types of products produced in that foreign 
country. 

(2) An agreement referred to in paragraph 
(1) is any reciprocal defense procurement 
memorandum of understanding, between the 
United States and a foreign country pursu
ant to which the Secretary of Defense has 
prospectively waived the Buy American Act 
for certain products in that country. 

(b) The Secretary of Defense shall submit 
to Congress a report on the amount of De
partment of Defense purchases from foreign 
entities in fiscal year 1998. Such report shall 
separately indicate the dollar value of items 
for which the Buy American Act was waived 
pursuant to any agreement described in sub
section (a)(2), the Trade Agreement Act of 
1979 (19 U.S.C. 2501 et seq.), or any inter
national agreement to which the United 
States is a party. 

(c) For purposes of this section, the term 
"Buy American Act" means title III of the 
Act entitled "An Act making appropriations 
for the Treasury and Post Office Depart
ments for the fiscal year ending June 30, 
1934, and for other purposes", approved 
March 3, 1933 (41 U.S.C. lOa et seq.). 

SEC. 8036. Appropriations contained in this 
Act that remain available at the end of the 
current fiscal year as a result of energy cost 
savings realized by the Department of De
fense shall remain available for obligation 
for the next fiscal year to the extent, and for 
the purposes, provided in section 2865 of title 
10, United States Code. 

(INCLUDING TRANSFER OF FUNDS) 

SEC. 8037. Amounts deposited during the 
current fiscal year to the special account es
tablished under 40 U.S.C. 485(h)(2) and to the 
special account established under 10 U.S.C. 
2667(d)(l) are appropriated and shall be avail
able until transferred by the Secretary of 
Defense to current applicable appropriations 
or funds of the Department of Defense under 

the terms and conditions specified by 40 
U.S.C. 485(h)(2) (A) and (B) and 10 U.S.C. 
2667(d)(l)(B), to be merged with and to be 
available for the same time period and the 
same purposes as the appropriation to which 
transferred. 

SEC. 8038. During the current fiscal year, 
appropriations available to the Department 
of Defense may be used to reimburse a mem
ber of a reserve component of the Armed 
Forces who is not otherwise entitled to trav
el and transportation allowances and who oc
cupies transient government housing while 
performing active duty for training or inac
tive duty training: Provided, That such mem
bers may be provided lodging in kind if tran
sient government quarters are unavailable as 
if the member was entitled to such allow
ances under subsection (a) of section 404 of 
title 37, United States Code: Provided further, 
That if lodging in kind is provided, any au
thorized service charge or cost of such lodg
ing may be paid directly from funds appro
priated for operation and maintenance of the 
reserve component of the member concerned. 

SEC. 8039. The President shall include with 
each budget for a fiscal year submitted to 
the Congress under section 1105 of title 31, 
United States Code, materials that shall 
identify clearly and separately the amounts 
requested in the budget for appropriation for 
that fiscal year for salaries and expenses re
lated to administrative activities of the De
partment of Defense, the military depart
ments, and the Defense Agencies. 

SEC. 8040. Notwithstanding any other pro
vision of law, funds available for "Drug 
Interdiction and Counter-Drug Activities, 
Defense" may be obligated for the Young 
Marines program. 

SEC. 8041. During the current fiscal year, 
amounts contained in the Department of De
fense Overseas Military Facility Investment 
Recovery Account established by section 
2921(c)(l) of the National Defense Authoriza
tion Act of 1991 (Public Law 101-510; 10 U.S.C. 
2687 note) shall be available until expended 
for the payments specified by section 
2921(c)(2) of that Act. 

SEC. 8042. Of the funds appropriated or oth
erwise made available by this Act, not more 
than $119,200,000 shall be available for pay
ment of the operating costs of NATO Head
quarters: Provided, That the Secretary of De
fense may waive this section for Department 
of Defense support provided to NA TO forces 
in and around the former Yugoslavia. 

SEC. 8043. During the current fiscal year, 
appropriations which are available to the De
partment of Defense for operation and main
tenance may be used to purchase items hav
ing an investment item unit cost of not more 
than $100,000. 

SEC. 8044. (a) During the current fiscal 
year, none of the appropriations or funds 
available to the Defense Working Capital 
Funds shall be used for the purchase of an in
vestment item for the purpose of acquiring a 
new inventory item for sale or anticipated 
sale during the current fiscal year or a sub
sequent fiscal year to customers of the De
fense Working Capital Funds if such an item 
would not have been chargeable to the De
fense Business Operations Fund during fiscal 
year 1994 and if the purchase of such an in
vestment item would be chargeable during 
the current fiscal year to appropriations 
made to the Department of Defense for pro
curement. 

(b) The fiscal year 1999 budget request for 
the Department of Defense as well as all jus
tification material and other documentation 
supporting the fiscal year 1999 Department of 
Defense budget shall be prepared and sub-

mitted to the Congress on the basis that any 
equipment which was classified as an end 
item and funded in a procurement appropria
tion contained in this Act shall be budgeted 
for in a proposed fiscal year 1999 procure
ment appropriation and not in the Supply 
Management Activity Group or any other 
area or category of the Defense Working 
Capital Funds. 

SEC. 8045. None of the funds provided in 
this Act and hereafter shall be available for 
use by a Military Department to modify an 
aircraft, weapon, ship or other item of equip
ment, that the Military Department con
cerned plans to retire or otherwise dispose of 
within five years after completion of the 
modification: Provided, That this prohibition 
shall not apply to safety modifications: Pro
vided further, That this prohibition may be 
waived by the Secretary of a Military De
partment if the Secretary determines it is in 
the best national security interest of the 
United States to provide such waiver and so 
notifies the congressional defense commit
tees in writing. 

SEC. 8046. None of the funds appropriated 
by this Act for programs of the Central In
telligence Agency shall remain available for 
obligation beyond the current fiscal year, ex
cept for funds appropriated for the Reserve 
for Contingencies, which shall remain avail
able until September 30, 1999. 

SEC. 8047. Notwithstanding any other pro
vision of law, funds made available in this 
Act for the Defense Intelligence Agency may 
be used for the design, development, and de
ployment of General Defense Intelligence 
Program intelligence communications and 
intelligence information systems for the 
Services, the Unified and Specified Com
mands, and the component commands. 

SEC. 8048. Amounts collected for the use of 
the facilities of the National Science Center 
for Communications and Electronics during 
the current fiscal year pursuant to section 
1459(g) of the Department of Defense Author
ization Act, 1986, and deposited to the special 
account established under subsection 
1459(g)(2) of that Act are appropriated and 
shall be available until expended for the op
eration and maintenance of the Center as 
provided for in subsection 1459(g)(2). 

SEC. 8049. None of the funds appropriated in 
this Act may be used to fill the commander's 
position at any military medical facility 
with a health care professional unless the 
prospective candidate can demonstrate pro
fessional administrative skills. 

SEC. 8050. (a) None of the funds appro
priated in this Act may be expended by an 
entity of the Department of Defense unless 
the entity, in expending the funds, complies 
with Buy American Act. For purposes of this 
subsection, the term " Buy American Act" 
means title III of the Act entitled "An Act 
making appropriations for the Treasury and 
Post Office Departments for the fiscal year 
ending June 30, 1934, and for other purposes" , 
approved March 3, 1933 (41 U.S.C. lOa et seq.). 

(b) If the Secretary of Defense determines 
that a person has been convicted of inten
tionally affixing a label bearing a "Made in 
America" inscription to any product sold in 
or shipped to the United States that is not 
made in America, the Secretary shall deter
mine, in accordance with section 2410f of 
title 10, United States Code, whether the per
son should be debarred from contracting 
with the Department of Defense. 

(c) In the case of any equipment or prod
ucts purchased with appropriations provided 
under this Act, it is the sense of the Congress 
that any entity of the Department of De
fense, in expending the appropriation, pur
chase only American-made equipment and 
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products, provided that American-made 
equipment and products are cost-competi
tive, quality-competitive, and available in a 
timely fashion. 

SEC. 8051. None of the funds appropriated 
by this Act shall be available for a contract 
for studies, analysis, or consulting services 
entered into without competition on the 
basis of an unsolicited proposal unless the 
head of the activity responsible for the pro
curement determines-

(1) as a result of thorough technical eval
uation, only one source is found fully quali
fied to perform the proposed work, or 

(2) the purpose of the contract is to explore 
an unsolicited proposal which offers signifi
cant scientific or technological promise, rep
resents the product of original thinking, and 
was submitted in confidence by one source, 
or 

(3) the purpose of the contract is to take 
advantage of unique and significant indus
trial accomplishment by a specific concern, 
or to insure that a new product or idea of a 
specific concern is given financial support: 
Provided, That this limitation shall not 
apply to contracts in an amount of less than 
$25,000, contracts related to improvements of 
equipment that is in development or produc
tion, or contracts as to which a civilian offi
cial of the Department of Defense, who has 
been confirmed by the Senate, determines 
that the award of such contract is in the in
terest of the national defense. 

SEC. 8052. (a) Except as provided in sub
sections (b) and (c), none of the funds made 
available by this Act may be used-

(1) to establish a field operating agency, or 
to increase the number of personnel assigned 
to a field operating agency of a headquarters 
activity; or 

(2) to pay the basic pay of a member of the 
Armed Forces or civilian employee of the 
Department who is transferred or reassigned 
from a headquarters activity if the member 
or employee's place of duty remains at the 
location of that headquarters. 

(b) The Secretary of Defense or Secretary 
of a military department may waive the lim
itations in subsection (a), on a case-by-case 
basis, if the Secretary determines, and cer
tifies to the Committees on Appropriations 
of the House of Representatives and Senate 
that the granting of the waiver will reduce 
the personnel requirements or the financial 
requirements of the department. 

(c) This section .does not apply to field op
erating agencies funded within the National 
Foreign Intelligence Program. 

SEC. 8053. Notwithstanding section 303 of 
Public Law 96--487 or any other provision of 
law, the Secretary of the Navy is authorized 
to lease real and personal property at Naval 
Air Facility, Adak, Alaska, pursuant to 10 
U.S.C. 2667(f), for commercial, industrial or 
other purposes. 

SEC. 8054. Notwithstanding any other pro
vision of law, for resident classes entering 
the war colleges after September 30, 1998, the 
Department of Defense shall require that not 
less than 20 percent of the total of United 
States military students at each war college 
shall be from military departments other 
than the hosting military department: Pro
vided, That each military department will 
recognize the attendance at a sister military 
department war college as the equivalent of 
attendance at its own war college for pro
motion and advancement of personnel. 

(RESCISSIONS) 

SEC. 8055. Of the funds provided in Depart
ment of Defense Appropriations Acts, the 
following funds are hereby rescinded from 
the following accounts in the specified 
amounts: 

" Aircraft Procurement, Army, 1997/1999'', 
$10,000,000; 

" Procurement of Ammunition, Army, 1997/ 
1999' '. $5,000,000; 

"Other Procurement, Army, 1997/1999", 
$46,000,000; 

"Aircraft Procurement, Navy, 1997 /1999' ', 
$24,000,000; 

" Other Procurement, Navy, 1997/1999", 
$2,200,000; 

" Aircraft Procurement, Air Force, 1997/ 
1999"' $27,000,000; 

" Shipbuilding and Conversion, Navy, 1996/ 
2000' '' $35,600,000; 

" Other Procurement, Navy, 1996/1998'', 
$3,300,000; 

" Research, Development, Test and Evalua
tion, Army, 1997/1998'', $7,000,000. 

SEC. 8056. None of the funds provided in 
this Act may be obligated for payment on 
new contracts on which allowable costs 
charged to the government include payments 
for individual compensation at a rate in ex
cess of $250,000 per year. 

SEC. 8057. None of the funds available in 
this Act may be used to reduce the author
ized positions for military (civilian) techni
cians of the Army National Guard, the Air 
National Guard, Army Reserve and Air Force 
Reserve for the purpose of applying any ad
ministratively imposed civilian personnel 
ceiling, freeze, or reduction on military (ci
vilian) technicians, unless such reductions 
are a direct result of a reduction in military 
force structure. 

SEC. 8058. None of the funds appropriated 
or otherwise made available in this Act may 
be obligated or expended for assistance to 
the Democratic People's Republic of North 
Korea unless specifically appropriated for 
that purpose. 

SEC. 8059. During the current fiscal year, 
funds appropriated in this Act are available 
to compensate members of the National 
Guard for duty performed pursuant to a plan 
submitted by a Governor of a State and ap
proved by the Secretary of Defense under 
section 112 of title 32, United States Code: 
Provided, That during the performance of 
such duty, the members of the National 
Guard shall be under State command and 
control: Provided further, That such duty 
shall be treated as full-time National Guard 
duty for purposes of sections 12602 (a)(2) and 
(b)(2) of title 10, United States Code. 

SEC. 8060. Funds appropriated in this Act 
for operation and maintenance of the Mili
tary Departments, Unified and Specified 
Commands and Defense Agencies shall be 
available for reimbursement of pay, allow
ances and other expenses which would other
wise be incurred against appropriations for 
the National Guard and Reserve when mem
bers of the National Guard and Reserve pro
vide intelligence support to Unified Com
mands, Defense Agencies and Joint Intel
ligence Activities, including the activities 
and programs included within the General 
Defense Intelligence Program and the Con
solidated Cryptologic Program: Provided, 
That nothing in this section authorizes devi
ation from established Reserve and National 
Guard personnel and training procedures. 

SEC. 8061. During the current fiscal year, 
none of the funds appropriated in this Act 
may be used to reduce the civilian medical 
and medical support personnel assigned to 
military treatment facilities below the Sep
tember 30, 1997 level: Provided, That the 
Service Surgeons General may waive this 
section by certifying to the congressional de
fense committees that the beneficiary popu
lation is declining in some catchment areas 
and civilian strength reductions may be con-

sistent with responsible resource steward
ship and capitation-based budgeting. 

(INCLUDING TRANSFER OF FUNDS) 

SEC. 8062. None of the funds appropriated in 
this Act may be transferred to or obligated 
from the Pentagon Reservation Maintenance 
Revolving Fund, unless the Secretary of De
fense certifies that the total cost for the 
planning, design, construction and installa
tion of equipment for the renovation of the 
Pentagon Reservation will not exceed 
$1,218,000,000. 

SEC. 8063. (a) None of the funds available to 
the Department of Defense for any fiscal 
year for drug interdiction or counter-drug 
activities may be transferred to any other 
department or agency of the United States 
except as specifically provided in an appro
priations law. 

(b) None of the funds available to the Cen
tral Intelligence Agency for any fiscal year 
for drug interdiction and counter-drug ac
tivities may be transferred to any other de
partment or agency of the United States ex
cept as specifically provided in an appropria
tions law. 

(TRANSFER OF FUNDS) 

SEC. 8064. Appropriations available in this 
Act under the heading "Operation and Main
tenance, Defense-Wide" for increasing en
ergy and water efficiency in Federal build
ings may, during their period of availability, 
be transferred to other appropriations or 
funds of the Department of Defense for 
projects related to increasing energy and 
water efficiency, to be merged with and to be 
available for the same general purposes, and 
for the same time period, as the appropria
tion or fund to which transferred. 

SEC. 8065. None of the funds appropriated 
by this Act may be used for the procurement 
of ball and roller bearings other than those 
produced by a domestic source and of domes
tic origin: Provided, That the Secretary of 
the military department responsible for such 
procurement may waive this restriction on a 
case-by-case basis by certifying in writing to 
the Committees on Appropriations of the 
House of Representatives and the Senate, 
that adequate domestic supplies are not 
available to meet Department of Defense re
quirements on a timely basis and that such 
an acquisition must be made in order to ac
quire capability for national security pur
poses. 

SEC. 8066. Notwithstanding any other pro
vision of law, funds available to the Depart
ment of Defense shall be made available to 
provide transportation of medical supplies 
and equipment, on a nonreimbursable basis, 
to American Samoa: Provided , That notwith
standing any other provision of law, funds 
available to the Department of Defense shall 
be made available to provide transportation 
of medical supplies and equipment, on a non
reimbursable basis, to the Indian Health 
Service when it is in conjunction with a 
civil-military project. 

SEC. 8067. None of the funds in this Act 
may be used to purchase any supercomputer 
which is not manufactured in the United 
States, unless the Secretary of Defense cer
tifies to the congressional defense commit
tees that such an acquisition must be made 
in order to acquire capability for national se
curity purposes that is not available from 
United States manufacturers. 

SEC. 8068. Notwithstanding any other pro
vision of law, the Naval shipyards of the 
United States shall be eligible to participate 
in any manufacturing extension program fi
nanced by funds appropriated in this or any 
other Act. 
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SEC. 8069. Notwithstanding any other pro

vision of law, each contract awarded by the 
Department of Defense during the current 
fiscal year for construction or service per
formed in whole or in part in a State which 
is not contiguous with another State and has 
an unemployment rate in excess of the na
tional average rate of unemployment as de
termined by the Secretary of Labor, shall in
clude a provision requiring the contractor to 
employ, for the purpose of performing that 
portion of the contract in such State that is 
not contiguous with another State, individ
uals who are residents of such State and 
who, in the case of any craft or trade, possess 
or would be able to acquire promptly the 
necessary skills: Provided , That the Sec
retary of Defense may waive the require
ments of this section, on a case-by-case 
basis, in the interest of national security. 

SEC. 8070. During the current fiscal year, 
the Army shall use the former George Air 
Force Base as the airhead for the National 
Training Center at Fort Irwin: Provided, 
That none of the funds in this Act shall be 
obligated or expended to transport Army 
personnel into Edwards Air Force Base for 
training rotations at the National Training 
Center. 

SEC. 8071. (a) The Secretary of Defense 
shall submit, on a quarterly basis, a report 
to the congressional defense committees, the 
Committee on International Relations of the 
House of Representatives and the Committee 
on Foreign Relations of the Senate setting 
forth all costs (including incremental costs) 
incurred by the Department of Defense dur
ing the preceding quarter in implementing 
or supporting resolutions of the United Na
tions Security Council, including any such 
resolution calling for international sanc
tions, international peacekeeping oper
ations, and humanitarian missions under
taken by the Department of Defense. The 
quarterly report shall include an aggregate 
of all such Department of Defense costs by 
operation or mission. 

(b) The Secretary of Defense shall detail in 
the quarterly reports all efforts made to seek 
credit against past United Nations expendi
tures and all efforts made to seek compensa
tion from the United Nations for costs in
curred by the Department of Defense in im
plementing and supporting United Nations 
activities. 

SEC. 8072. (a) LIMITA'l'ION ON TRANSFER OF 
DEFENSE ARTICLES AND SERVICES.-Notwith
standing any other provision of law, none of 
the funds available to the Department of De
fense for the current fiscal year may be obli
gated or expended to transfer to another na
tion or an international organization any de
fense articles or services (other than intel
ligence services) for use in the activities de
scribed in subsection (b) unless the congres
sional defense committees, the Committee 
on International Relations of the House of 
Representatives, and the Committee on For
eign Relations of the Senate are notified 15 
days in advance of such transfer. 

(b) COVERED ACTIVITIES.- This section ap
plies to-

(1) any international peacekeeping or 
peace-enforcement operation under the au
thority of chapter VI or chapter VII of the 
United Nations Charter under the authority 
of a United Nations Security Council resolu
tion; and 

(2) any other international peacekeeping, 
peace-enforcement, or humanitarian assist
ance operation. 

(c) REQUIRED NOTICE.-A notice under sub
section (a) shall include the following: 

(1) A description of the equipment, sup
plies, or services to be transferred. 

(2) A statement of the value of the equip
ment, supplies, or services to be transferred. 

(3) In the case of a proposed transfer of 
equipment or supplies-

(A) a statement of whether the inventory 
requirements of all elements of the Armed 
Forces (including the reserve components) 
for the type of equipment or supplies to be 
transferred have been met; and 

(B) a statement of whether the items pro
posed to be transferred will have to be re
placed and, if so, how the President proposes 
to provide funds for such replacement. 

SEC. 8073. None of the funds available to 
the Department of Defense under this Act 
shall be obligated or expended to pay a con
tractor under a contract with the Depart
ment of Defense for costs of any amount paid 
by the contractor to an employee when-

(1) such costs are for a bonus or otherwise 
in excess of the normal salary paid by the 
contractor to the employee; and 

(2) such bonus is part of restructuring costs 
associated with a business combination. 

SEC. 8074. None of the funds provided in 
title II of this Act for " Former Soviet Union 
Threat Reduction" may be obligated or ex
pended to finance housing for any individual 
who was a member of the military forces of 
the Soviet Union or for any individual who is 
or was a member of the military forces of the 
Russian Federation. . 

SEC. 8075. For purposes of section 1553(b) of 
title 31, United States Code, any subdivision 
of appropriations made in this Act under the 
heading " Shipbuilding and Conversion, 
Navy" shall be considered to be for the same 
purpose as any subdivision under the heading 
" Shipbuilding and Conversion, Navy" appro
priations in any prior year, and the one per
cent limitation shall apply to the total 
amount of the appropriation. 

SEC. 8076. Notwithstanding 31 U.S.C. 
1552(a), not more than $14,000,000 appro
priated under the heading " Aircraft Procure
ment, Air Force" in Public Law 102-396 
which was available and obligated for the B-
2 Aircraft Program shall remain available 
for expenditure and for adjusting obligations 
for such Program until September 30, 2003. 

SEC. 8077. During the current fiscal year, in 
the case of an appropriation account of the 
Department of Defense for which the period 
of availability for obligation has expired or 
which has closed under the provisions of sec
tion 1552 of title 31, United States Code, and 
which has a negative unliquidated or unex
pended balance, an obligation or an adjust
ment of an obligation may be charged to any 
current appropriation account for the same 
purpose as the expired or closed account if-

(1) the obligation would have been properly 
chargeable (except as to amount) to the ex
pired or closed account before the end of the 
period of availability or closing of that ac
count; 

(2) the obligation is not otherwise properly 
chargeable to any current appropriation ac
count of the Department of Defense; and 

(3) in the case of an expired account, the 
obligation is not chargeable to a current ap
propriation of the Department of Defense 
under the provisions of section 1405(b)(8) of 
the National Defense Authorization Act for 
Fiscal Year 1991, Public Law 101- 510, as 
amended (31 U.S.C. 1551 note): Provided, That 
in the case of an expired account, if subse
quent review or investigation discloses that 
there was not in fact a negative unliquidated 
or unexpended balance in the account, any 
charge to a current a ccount under the au
thority of this section shall be reversed and 
recorded against the expired account: Pro
vided further, That the total amount charged 

to a current appropriation under this section 
may not exceed an amount equal to one per
cent of the total appropriation for that ac
count. 

(TRANSFER OF FUNDS) 

SEC. 8078. Upon enactment of this Act, the 
Secretary of Defense shall make the fol
lowing transfers of funds: Provided, That the 
amounts transferred shall be available for 
the same purposes as the appropriations to 
which transferred, and for the same time pe
riod as the appropriation from which trans
ferred : Provided further, That the amounts 
shall be transferred between the following 
appropriations in the amount specified: 

From: 
Under the heading, "Shipbuilding and Con

version, Navy, 1989/2000" : 
SSN-688 attack submarine program, 

$3,000,000; 
DDG-51 destroyer program, $1,500,000; 
LHD-1 amphibious assault ship program, 

$8,000,000; 
T- AO fleet oiler program, $3,453,000; 
AOE combat support ship program, 

$3,600,000; 
For craft, outfitting, and post delivery, 

$2,019,000; 
To: 
Under the heading, " Shipbuilding and Con

version, Navy, 1989/2000": 
SSN- 21 attack submarine program, 

$21,572,000; 
From: 
Under the heading, " Shipbuilding and Con

version, Navy, 199112001' ': 
DDG-51 destroyer program, $1,060,000; 
LHD- 1 amphibious assault ship program, 

$1,600,000; 
LSD-41 cargo variant ship program, 

$2,666,000; 
AOE combat support ship program, 

$7 ,307 ,000; 
For craft, outfitting, and post delivery, 

$12,000,000; 
To: 
Under the heading, " Shipbuilding and Con

version, Navy, 199112001": 
SSN- 21 attack submarine program, 

$24,633,000; 
From: 
Under the heading, " Shipbuilding and Con

version, Navy, 1996/2000": 
LHD-1 amphibious assault ship program, 

$5,592,000; 
To: 
Under the heading, "Shipbuilding and Con

version, Navy, 1996/2000": 
SSN-21 attack submarine program, 

$5,592,000; 
From: 
Under the heading, " Shipbuilding and Con

version, Navy, 199411998": 
LHD- 1 amphibious assault ship program, 

$400,000; 
DDG-51 destroyer program, $1,054,000; 
From: 
Under the heading, " Shipbuilding and Con

version, Navy, 1995/1999" : 
For craft, outfitting, and post delivery, 

conversions, and first destination transpor
tation, $715,000; 

From: 
Under the heading, " Shipbuilding and Con

version, Navy, 1996/2000": 
LHD- 1 amphibious assault ship program, 

$17 ,513,000; 
For craft, outfitting, and post delivery, 

conversions, and first destination transpor
tation, $878,000; 

From: 
Under the heading, " Shipbuilding and Con

version, Navy, 1997/2001" : 
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For craft, outfitting, and post delivery, 

conversions, and first destination transpor
tation, $3,600,000; 

To: 
Under the heading, " Shipbuilding and Con-

version, Navy, 1997/2001": 
DDG-51 destroyer program, $24,160,000; 
From: 
Under the heading, "Aircraft Procurement, 

Air Force, 1997/1999'', $73,531,000; 
To: 
Under the heading, "Research, Develop

ment, Test and Evaluation, Air Force, 1997/ 
1998' ', $73,531,000. 

SEC. 8079. The Under Secretary of Defense 
(Comptroller) shall submit to the congres
sional defense committees by February 1, 
1998 a detailed report identifying, by amount 
and by separate budget activity, activity 
group, subactivity group, line item, program 
element, program, project, subproject, and 
activity, any activity for which the fiscal 
year 1999 budget request was reduced because 
Congress appropriated funds above the Presi
dent's budget request for that specific activ
ity for fiscal year 1998. 

SEC. 8080. (a). None of the funds available 
to the Department of Defense under this Act 
may be obligated or expended to reimburse a 
defense contractor for re.structuring costs as
sociated with a business combination of the 
defense contractor that occurs after the date 
of enactment of this Act unless-

(1) the auditable savings for the Depart
ment of Defense resulting from the restruc
turing will exceed the costs allowed by a fac
tor of at least two to one, or 

(2) the savings for the Department of De
fense resulting from the restructuring will 
exceed the costs allowed and the Secretary 

· of Defense determines that the business com
bination will result in the preservation of a 
critical capability that might otherwise be 
lost to the Department, and 

(3) the report required by Section 818(e) of 
Public Law 103--337 to be submitted to Con
gress in 1997 is submitted. 

(b) Not later than April 1, 1998, the Comp
troller General shall, in consultation with 
the Inspector General of the Department of 
Defense, the Secretary of Defense, and the 
Secretary of Labor, submit to Congress a re
port which shall include the following: 

(1) an analysis and breakdown of the re
structuring costs paid by or submitted to the 
Department of Defense to companies in
volved in business combinations since 1993; 

(2) an analysis of the specific costs associ
ated with workforce reductions; 

(3) an analysis of the services provided to 
the workers affected by business combina
tions; 

(4) an analysis of the effectiveness of the 
restructuring costs used to assist laid off 
workers in gaining employment; 

(5) in accordance with section 818 of Public 
Law 103--337, an analysis of the savings 
reached from the business combination rel
ative to the restructuring costs paid by the 
Department of Defense. 

(c) The report should set forth rec
ommendations to make this program more 
effective for workers affected by business 
combinations and more efficient in terms of 
the use of Federal dollars. 

SEC. 8081. Funds appropriated in title II of 
this Act for supervision and administration 
costs for facilities maintenance and repair, 
minor construction, or design projects may 
be obligated at the time the reimbursable 
order is accepted by the performing activity: 
Provided, That for the purpose of this sec
tion, supervision and administration costs 
includes all in-house Government cost. 

SEC. 8082. (a) The Chief of the National 
Guard Bureau may permit the use of equip
ment of the National Guard Distance Learn
ing Project by any person or entity on a 
space-available, reimbursable basis. The 
Chief of the National Guard Bureau shall es
tablish the amount of reimbursement to 
fully recover the costs for such use on a case
by-case basis. 

(b) Amounts collected under subsection (a) 
shall be credited to funds available for the 
National Guard Distance Learning Project 
and be available to defray all costs associ
ated with the use of equipment of the project 
under that subsection. Such funds shall be 
available for such purposes without fiscal 
year limitation. 

SEC. 8083. Using funds available by this Act 
or any other Act, the Secretary of the Air 
Force, pursuant to a determination under 
section 2690 of title 10, United States Code, 
may implement cost-effective agreements 
for required heating facility modernization 
in the Kaiserslautern Military Community 
in the Federal Republic of Germany: Pro
vided, That in the City of Kaiserslautern 
such agreements will include the use of 
United States anthracite as the base load en
ergy for municipal district heat to the 
United .States Defense installations: Provided 
further, That at Landstuhl Army Regional 
Medical Center and Ramstein Air Base, fur
nished heat may be obtained from private, 
regional or municipal services, if provisions 
are included for the consideration of United 
States coal as an energy source. 

SEC. 8084. In accordance with section 1557 
of title 31, United States Code, the following 
obligated balance shall be exempt from sub
chapter IV of chapter 15 of such title and 
shall remain available for expenditure with
out fiscal year limitation: Funds obligated 
by the Army for contract number DAK F 40-
92-H- 5001 from funds made available in the 
Department of Defense Appropriations Act, 
1992 (Public Law 102-172) under the heading 
"Operation and Maintenance, Army". 

SEC. 8085. In accordance with section 1557 
of title 31, United States Code, the following 
obligated balance shall be exempt from sub
chapter IV of chapter 15 of such title and 
shall remain available for expenditure with
out fiscal year limitation: Funds obligated 
by the Economic Development Administra
tion for EDA Project No. 04-49--04095 from 
funds made available in the Department of 
Defense Appropriations Act, 1994 (Public Law 
103--189). 

SEC. 8086. None of the funds provided by 
this Act may be used to pay costs of instruc
tion for an Air Force officer for enrollment 
commencing during the 1998-1999 academic 
year in a postgraduate degree program at a 
civilian educational institution if-

(1) the degree program to be pursued by 
that officer is offered by the Air Force Insti
tute of Technology (or was offered by that 
institute during the 1996--1997 academic 
year); 

(2) the officer is qualified for enrollment at 
the Air Force Institute of Technology in 
that degree program; and 

(3) the number of students commencing 
that degree program at the Air Force Insti
tute of Technology during the first semester 
of the 1998- 1999 academic year is less than 
the number of students commencing that de
gree program for the first semester of the 
1996-1997 academic year. 

SEC. 8087. Of the funds provided in this Act 
under the heading, "Environmental Restora
tion, Air Force", $10,400,000 shall be depos
ited into the Foreign Military Sales Trust 
Fund to the credit of the Canadian Govern-

ment pursuant to the exchange of notes be
tween the Governments of the United States 
and Canada concerning environmental clean
up at former United States' military instal
lations in Canada. 

SEC. 8088. During the current fiscal year, 
the amounts which are necessary for the op
eration and maintenance of the Fisher 
Houses administered by the Departments of 
the Army, the Navy, and the Air Force are 
hereby appropriated, to be derived from 
amounts which are available in the applica
ble Fisher House trust fund established 
under 10 U.S.C. 2221 for the Fisher Houses of 
each such department. 

SEC. 8089. During the current fiscal year, 
refunds attributable to the use of the Gov
ernment travel card by military personnel 
and civilian employees of the Department of 
Defense may be credited to operation and 
maintenance accounts of the Department of 
Defense which are current when the refunds 
are received. 

SEC. 8090. During the current fiscal year, 
not more than a total of $60,000,000 in with
drawal credits may be made by the Marine 
Corps Supply Management activity group of 
the Navy Working Capital Fund, Department 
of Defense Working Capital Funds, to the 
credit of current applicable appropriations of 
a Department of Defense activity in connec
tion with the acquisition of critical low den
sity repairables that are capitalized into the 
Navy Working Capital Fund. 

SEC. 8091. Notwithstanding 31 U.S.C. 3902, 
during the current fiscal year interest pen
alties may be paid by the Department of De
fense from funds financing the operation of 
the military department or defense agency 
with which the invoice or contract payment 
is associated. 

SEC. 8092. At the time the President sub
mits his budget for fiscal year 1999, the De
partment of Defense shall transmit to the 
congressional defense committees a budget 
justification document for the active and re
serve Military Personnel accounts, to be 
known as the "M-1", which shall identify, at 
the budget activity, activity group, and sub
activity group level, the amounts requested 
by the President to be appropriated to the 
Department of Defense for military per
sonnel in any budget request, or amended 
budget request, for fiscal year 1999. 

SEC. 8093. Notwithstanding any other pro
vision in this Act, the total amount appro
priated in this Act is hereby reduced by 
$100,000,000 to reflect savings due to excess 
inventory, to be distributed as follows : " Op
eration and Maintenance, Army" , $15,000,000; 
and " Operation and Maintenance, Navy'', 
$85,000,000. 

SEC. 8094. The amount otherwise provided 
in this Act for " Environmental Restoration, 
Army" is hereby reduced by $73,000,000, to re
flect funds carried by the Army as a result of 
shared cleanup costs. 

SEC. 8095. Notwithstanding any other pro
vision in this Act, the total amount appro
priated in title III of this Act is hereby re
duced by $50,000,000 to reflect savings from 
repeal of Section 2403 of title 10, United 
States Code. 

SEC. 8096. None of the funds in this or any 
other Act may be used by the National Im
agery and Mapping Agency for any mapping, 
charting, and geodesy activities unless con
tracts for such services are awarded in ac
cordance with the qualifications based selec
tion process in 40 U.S.C. 541 et seq. and 10 
U.S.C. 2855: Provided, That an exception shall 
be provided for such services that are critical 
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to national security after a written notifica
tion has been submitted by the Deputy Sec
retary of Defense to the Committees on Ap
propriations of the House of Representatives 
and the Senate. 

SEC. 8097. During the current fiscal year, 
the Secretary of Defense may award con
tracts for capital assets having a develop
ment or acquisition cost of not less than 
$100,000 of a Working Capital Fund in ad
vance of the availability of funds in the 
Working Capital Fund for minor construc
tion, automatic data processing equipment, 
software, equipment, and other capital im
provements. 

SEC. 8098. The Secretary of Defense shall 
submit to the congressional defense commit
tees not later than November 15, 1997 an 
aviation safety plan outlining an appropriate 
level of navigational safety upgrades for all 
Department of Defense aircraft and the asso
ciated funding profile to install these up
grades in an expeditious manner. 

SEC. 8099. The Secretary of Defense shall 
submit to the Committees on Appropriations 
of the House of Representatives and Senate, 
not later than April 15, 1998, a report on al
ternatives for current theater combat sim
ulations: Provided, That this report shall be 
based on a review and evaluation by the De
fense Science Board of the adequacy of the 
current models used by the Department of 
Defense for theater combat simulations, 
with particular emphasis on the tactical 
warfare (T ACWAR) model and the ability of 
that model to adequately measure airpower, 
stealth, and other asymmetrical United 
States warfighting advantages, and shall in
clude the recommendations of the Defense 
Science Board for improvements to current 
models and modeling techniques. 

SEC. 8100. None of the funds appropriated in 
title IV of this Act may be used to procure 
end-items for delivery to military forces for 
operational training, operational use or in
ventory requirements: Provided, That this re
striction does not apply to end-items used in 
development and test activities preceding 
and leading to acceptance for operational 
use: Provided further, That this restriction 
does not apply to programs funded within 
the National Foreign Intelligence Program: 
Provided further, That the Secretary of De
fense may waive this restriction on a case
by-case basis by certifying in writing to the 
Committees on Appropriations of the House 
of Representatives and the Senate that it is 
in the national security interest to do so. 

SEC. 8101. The budget of the President for 
fiscal year 1999 submitted to Congress pursu
ant to section 1105 of title 31, United States 
Code, and each annual budget request there
after, shall include budget activity groups 
(known as "subactivities") in the operation 
and maintenance accounts of the military 
departments and other appropriation ac
counts, as may be necessary, to separately 
identify all costs incurred by the Depart
ment of Defense to support the expansion of 
the North Atlantic Treaty Organization. The 
budget justification materials submitted to 
Congress in support of the budget of the De
partment of Defense for fiscal year 1999, and 
subsequent fiscal years, shall provide com
plete, detailed estimates for the incremental 
costs of such expansion. 

Mr. YOUNG of Florida (during the 
reading). Mr. Chairman, I ask unani
mous consent that the remainder of 
title VIII, through page 96, line 21, be 
considered as read, printed in the 
RECORD, and open to amendment at 
any point. 

The CHAIRMAN. ls there objection 
to the request of the gentleman from 
Florida? 

There was no objection. 
AMENDMENT OFFERED BY MR. TRAFICANT 

Mr. TRAFICANT. Mr. Chairman, I 
offer an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. TRAFICANT: 
Page 96, after line 7, insert the following 

new sections: 
SEC. 8100A. It is the sense of the Congress 

that all member nations of the North Atlan
tic Treaty Organization (NATO) should con
tribute their proportionate share to pay for 
the costs of the Partnership for Peace pro
gram and for any future costs attributable to 
the expansion of NATO. 

SEC. 8100B. None of the funds in this Act 
may be used to pay for NATO expansion not 
authorized by law. 

Mr. TRAFICANT (during the read
ing). Mr. Chairman, I ask unanimous 
consent that the amendment be consid
ered as read and printed in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Ohio? 

There was no objection. 
Mr. TRAFICANT. Mr. Chairman, the 

amendment states that members of 
NATO should contribute their fair 
share for any expansion of NATO in 
Europe. It also states that funds in this 
bill shall be used for those which are 
authorized by the Congress. Very 
straightforward and simple. 

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

Mr. TRAFICANT. I yield to the gen
tleman from Pennsylvania, the distin
guished ranking member. 

Mr. MURTHA. The chairman and I 
have discussed this at length, and we 
will fall on our sword trying to get 
what the gentleman from Ohio [Mr. 
TRAFICANT] wants. We will do every
thing we can to take care of the gen
tleman from Ohio. 

Is that not right, Mr. Chairman? 
Mr. YOUNG of Florida. Mr. Chair

man, will the gentleman yield? 
Mr. TRAFICANT. I yield to the gen

tleman from Florida. 
Mr. YOUNG of Florida. I would say 

that we agree completely with what 
this amendment is trying to accom
plish. We do have a little concern about 
how this language might fit in with the 
President's signing of the bill. But we 
do appreciate the gentleman making 
some changes in the language that 
were recommended. 

With that, we prepared to accept the 
amendment with the understanding 
that if we hear from the administra
tion, we may have to come back and 
see if there would be additional 
changes that the gentleman might be 
agreeable to. 

Mr. TRAFICANT. Mr. Chairman, I 
yield to the gentleman from Wash
ington [Mr. DICKS], the distinguished 
linebacker from the University of 
Washington. 

Mr. DICKS. Mr. Chairman, I want to 
say to my friend, the gentleman from 

Ohio [Mr. TRAFICANT], I read his 
amendment. I think it is a good amend
ment. We will work hard with him with 
the administration, and I hope the 
House will support his amendment. 

Mr. TRAFICANT. Mr. Chairman, re
claiming my time, in closing out here, 
we need not have a black sinkhole hole 
for money going to protect Europe 
folks. All we say is, let us go by which 
we authorize. The Congress and people 
govern. We do not have governance 
through the White House. 

Mr. Chairman, I urge an "aye" vote. 
The CHAIRMAN. The question is on 

the amendment offered by the gen
tleman from Ohio [Mr. TRAFICANT]. 

The amendment was agreed to. 
AMENDMENT OFFERED BY MRS. CLAYTON 

Mrs. OLA YTON. Mr. Chairman, I 
offer an amendment, and I ask unani
mous consent that it be considered at 
this time although it addresses a por
tion of the bill not yet read for amend
ment. 

The CHAIRMAN. Is there objection 
to the request of the gentlewoman 
from North Carolina? 

There was no objection. 
The CHAIRMAN. The Clerk will re-

port the amendment. 
The Clerk read as follows:· 
Amendment offered by Mrs. OLA YTON: 
Page 100, after line 15, insert the following 

new section: 
SEC. . The Secretary of the Army may 

reimburse a member of the Army who was 
deployed from the United States to Europe 
in support of operations in Bosnia and who 
incurred ·an out-of-pocket expense for ship
ment of a personal item to or from Europe 
during the period beginning on October 1, 
1996, and ending on May 30, 1997. if the ship
ment of that item, if made after May 30, 1997, 
would have been provided by the Department 
of the Army through the Temporary Change 
of Station (TCS) weig·ht allowance under the 
Joint Travel Regulation, as in effect after 
that date. 

D 1330 
Mrs. CLAYTON. Mr. Chairman, I 

have spoken both with the ranking mi
nority member and the chairman of the 
subcommittee, so they are aware what 
the basis of this amendment is. This is 
an equity issue. It is a fairness issue. 
By approving this amendment, we will 
authorize the Department of the Army 
to pay for the shipment of personal 
items which the Department itself has 
paid for before and which now, after 
some persuasion, are again providing 
for. 

Mr. MURTHA. Mr. Chairman, will 
the gentlewoman yield? 

Mrs. CLAYTON. I yield to the gen
tleman from Pennsylvania. 

Mr. MURTHA. Mr. Chairman, the 
gentlewoman came to us with this 
amendment today. We talked to the 
staff and we know there has been an in
justice here. If the gentlewoman will 
withdraw her amendment, we will do 
everything we can to work this thing 
out in conference. 

Mrs. CLAYTON. I do plan to with
draw it because we do have the com
mitment from both sides to work it 
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out; but if I may proceed, just to give 
the equity reason for it. I wanted our 
colleagues to know what this com
mittee will be doing to try to rectify 
this issue. 

This is an issue that was caused be
cause there was an administrative pro
cedure change which meant that we did 
not reimburse the National Guard or 
the Army Reserve that went to Bosnia 
when we had before. So there were a 
number of individuals, National Guard 
Members who came to me saying they 
had no way of getting their moneys 
back because there was no authority to 
reimburse them for sending their per
sonal i terns back home. 

What this means: That those men 
and women serving in our military in 
Bosnia would have to pay it out of 
their own pockets unless the com
mittee works this out. I am delighted 
that the committee sees the value and 
the equity of ensuring that those who 
serve us in our Armed Forces are not 
required to take on an extra burden. In 
the light of their cooperation, not only 
the 125 Reservists and National 
Guardsmen in my district, but some 
4,280 throughout the Nation had to pay 
for it out of their pockets. With this 
committee correcting this, this will 
mean that more than 4,000 people will 
now be able to have these expenses re
imbursed and they will not have to as
sume the obligation of the American 
people and defending our country out 
of their pocket. I want to thank both 
the chairman and the ranking member 
for providing the leadership. 

Mr. Chairman, I ask unanimous con
sent to withdraw the amendment. 

The CHAIRMAN. Is there objection 
to the request of the gentlewoman 
from North Carolina? 

There was no objection. 
Mr. POMEROY. Mr. Chairman, I 

move to strike the last word. I rise to 
engage the gentleman from Florida 
[Mr. YOUNG], the chairman of the sub
committee, in a colloquy. 

Mr. Chairman, I am deeply concerned 
about the Pentagon's plan to retire 23 
B-52 bombers, roughly 25 percent of the 
B-52 fleet. In light of the uncertain 
prospects for Russian ratification of 
START II and the continuing need for 
long-range conventional airpower, I be
lieve it would be unwise to make uni
lateral reductions in the only battle
tested, dual-capable bomber in the U.S. 
inventory. I would ask the sub
committee chairman if he shares my 
concerns about the proposed reduction 
in the B-52 fleet. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. POMEROY. I yield to the gen
tleman from Florida. 

Mr. YOUNG of Florida. As the gen
tleman knows, in each of the last 4 
years, the subcommittee has supported 
additional funding to maintain the full 
fleet of B-52's. But I am sure that he is 
also aware that the Senate has in-

eluded additional funds to keep all 94 
B-52's in the active inventory. Al
though the House authorization com
mittee did not authorize this for this 
fiscal year, the action taken by the 
Senate is consistent with this sub
committee's recommendation in recent 
years. 

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

Mr. POMEROY. I yield to the gen
tleman from Washington. 

Mr. DICKS. I rise to express my 
strong support for maintaining the full 
fleet of 94 B-52's. In the last decade, 
over $4 billion has been invested to 
thoroughly modernize the B-52 bomber. 
The B-52 not only supports the air-leg 
of the nuclear triad, but it is also a po
tent conventional weapon able to carry 
the complete inventory of smart weap
ons. I assure the gentleman from North 
Dakota that I will work to see that the 
necessary funding is provided in con
ference to keep all 94 B-52's in the ac
tive inventory. I have discussed this 
with the gentleman from Pennsylvania 
[Mr. MURTHA] as well. 

Mr. POMEROY. I thank the gen
tleman from Florida and I thank the 
gentleman from Washington. I look 
forward to working with them as this 
bill moves into conference. 

AMENDMENT OFFERED BY MR. OBEY 

The CHAIRMAN. Pursuant to House 
Resolution 198, the pending business is 
the demand for a recorded vote on the 
amendment offered by the gentleman 
from Wisconsin [Mr. OBEY] on which 
further proceedings were postponed and 
on which the noes prevailed by voice 
vote. 

The Clerk will designate the amend
ment. 

The Clerk designated the amend
ment. 

RECORDED VOTE 

The CHAIRMAN. A recorded vote has 
been demanded. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 200, noes 222, 
not voting 12, as follows: 

Abercrombie 
Allen 
Andrews 
Baldacci 
Ballenger 
Barrett (WI) 
Barton 
Bass 
Becerra 
Bereuter 
Berry 
Blagojevich 
Blumenauer 
Boehlert 
Bonlor 
Boswell 
Boucher 
Boyd 
Brnwn (OH) 
Burr 
Camp 
Capps 
Cardin 
Carson 

[Roll No. 336) 
AYES-200 

Castle 
Chabot 
Clay 
Clayton 
Clement 
Coble 
Coburn 
Combest 
Condit 
Conyers 
Costello 
Coyne 
Danner 
Davis (FL) 
Davis (IL) 
De Fazio 
DeGette 
Delahunt 
De Lauro 
Dell urns 
Deutsch 
Doggett 
Doyle 
Duncan 

Edwards 
Ehlers 
Engel 
Eshoo 
Evans 
Farr 
Fattah 
Flake 
Foley 
Ford 
Frank (MAJ 
Franks (NJ) 
Furse 
Gallegly 
Ganske 
Gejdenson 
Gephardt 
Goode 
Good latte 
Goodling 
Gordon 
Greenwood 
Gutierrez 
Hall (OH) 

Hamilton 
Hilliard 
Hoekstra 
Hooley 
Houghton 
Jackson (IL) 
Johnson (WI) 
Kanjorski 
Kaptur 
Kasi ch 
Kennedy (MAJ 
Kennedy (RI) 
Kennelly 
Kildee 
Kilpatrick 
Kind (WI) 
Kleczka 
Klug 
Kolbe 
Kucinich 
LaFalce 
Lampson 
Lantos 
Largent 
Latham 
Lazio 
Leach 
Levin 
Lewis (GA) 
Lipinski 
Lo Biondo 
Lofgren 
Lowey 
Luther 
Maloney (NYJ 
Markey 
Mascara 
McCarthy (MO) 
McCarthy (NY) 
McDermott 
McGovern 
McHale 
McKinney 

Ackerman 
Aderholt 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Barcia 
Barr 
Barrett (NEJ 
Bartlett 
Bateman 
Bentsen 
Berman 
Bil bray 
Bilirakis 
Bishop 
Bliley 
Blunt 
Boehner 
Bonilla 
Bono 
Borski 
Brady 
Brown (CA) 
Brown (FLJ 
Bryant 
Bunning 
Burton 
Buyer 
Callahan 
Calvert 
Campbell 
Canady 
Cannon 
Chambliss 
Chenoweth 
Christensen 
Clyburn 
Collins 
Cook 
Cooksey 
Cox 
Cramer 
Crane 
Crapo 
Cu bin 
Cunningham 
Davis (VA) 
Deal 

July 29, 1997 
McNulty 
Meehan 
Menendez 
Miller (CA) 
Miller (FL) 
Minge 
Mink 
Moakley 
Molinari 
Moran (VA) 
Morella 
Nadler 
Neal 
Oberstar 
Obey 
Olver 
Owens 
Pallone 
Pascrell 
Pastor 
Paul 
Payne 
Pelosi 
Peterson (MN> 
Petri 
Pickett 
Porter 
Portman 
Po shard 
Price (NCJ 
Pryce (OH) 
Quinn 
Rahall 
Ramstad 
Rangel 
Regula 
Rivers 
Roemer 
Ros-Lehtinen 
Rothman 
Roukema 
Roybal-Allard 
Rush 

NOES-222 

De Lay 
Diaz-Balart 
Dickey 
Dicks 
Dixon 
Dooley 
Doolittle 
Dreier 
Dunn 
Ehrlich 
Emerson 
English 
Ensign 
Etheridge 
Everett 
Ewing 
Fawell 
Fazio 
Filner 
Fowler 
Fox 
Frelinghuysen 
Frost 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goss 
Graham 
Granger 
Green 
Gutknecht 
Hall (TX) 
Hansen 
Harman 
Hastert 
Hastings (FL) 
Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hinchey 
Hinojosa 
Hobson 
Holden 
Horn 

Sabo 
Sanders 
Sanford 
Sawyer 
Schumer 
Scott 
Sensenbrenner 
Serrano 
Shays 
Shuster 
Sisisky 
Skaggs 
Slaughter 
Smith (Ml) 
Smith, Adam 
Smith, Linda 
Snyder 
Spratt 
Stabenow 
Stark 
Stenholm 
Stokes 
Strickland 
Stupak 
Sununu 
Tanner 
Tauscher 
Tierney 
Towns 
Upton 
Velazquez 
Vento 
Wamp 
Watt (NC) 
Waxman 
Weldon (PAJ 
Weygand 
White 
Wise 
Woolsey 
Wynn 
Yates 

Hostettler 
Hoyer 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
ls took 
Jackson-Lee 

(TX) 
Jefferson 
Jenkins 
John 
Johnson (CTJ 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kelly 
K.1m 
King(NY) 
Kingston 
Klink 
Knollenberg 
LaHood 
Lewis (CA) 
Lewis (KYJ 
Linder 
Livingston 
Lucas 
Maloney (CTJ 
Manton 
Manzullo 
Martinez 
Matsui 
McColl um 
McCrery 
Mc Dade 
McHugh 
Mcintosh 
Mcintyre 
McKean 
Meek 
Metcalf 
Mica 
Millender-

McDonald 
Mollohan 
Moran (KS) 
Murtha 
Myrick 
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Nethercutt Royce Talent 
Neumann Ryun Tauzin 
Northup Salmon Taylor (MS) 
Norwood Sanchez Taylor (NC) 
Nussle Sandlin Thomas 
Ortiz Saxton Thompson 
Oxley Scarborough Thornberry 
Packard Schaefer, Dan Thune 
Pappas Schaffer, Bob Thurman Parker Sessions Tiahrt Paxon Shad egg Torres Pease Shaw Traficant Peterson (P Al Sherman Turner Pickering Shimkus Visclosky Pitts Skeen 
Pombo Skelton Walsh 
Pomeroy Smith (NJ) Waters 
Radanovich Smith (OR) Watkins 
Redmond Smith (TX) Watts (OK) 
Reyes Snowbarger Weldon (FLJ 
Riggs Solomon Weller 
Rodriguez Souder Whitfield 
Rogan Spence Wicker 
Rogers Stearns Wolf 
Rohrabacher Stump Young (FL) 

NOT VOTING-12 
Cummings Gonzalez Riley 
Dingell LaTourette Schiff 
Foglietta Mclnnis Wexler 
Forbes Ney Young (AK) 

D 1355 
Messrs. BRADY, BONO, PlTTS, Ms. 

WATERS, and Mrs. JOHNSON of Con
necticut changed their vote from "aye" 
to "no." 

Mr. STENHOLM changed his vote 
from ''no'' to ''aye. '' 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
PERSONAL EXPLANATION 

Mr. GALLEGLY. Mr. Chairman, un
fortunately on rollcall 336, I did not 
verify the electronic vote. It was my 
intention to vote " no" on the Obey 
amendment as a strong supporter of 
the B-2 and I either inadvertently or 
incorrectly voted "yes." 

PERSONAL EXPLANATION 
Mr. LATOURETTE. Mr. Chairman, I was un

fortunately detained for rollcall vote No. 336 to 
the Department of Defense Appropriations Act. 
Had I been present I would have voted "yes". 
As my voting record will reflect, I have consist
ently voted against additional B-2 funding. 

I was not present for the vote because I 
was testifying before the National Capital Me
morial Commission in support of my legisla
tion, H.R. 1608, the Pyramid of Remembrance 
Act. As you know, H.R. 1608 would establish 
a memorial in the District of Columbia or its 
surrounding areas for soldiers who died in 
undeclared military conflicts and training exer
cises. I am proud to report that the idea for 
this bill came from high school students at 
Riverside High School in my district. Since its 
introduction, the bill has gained bipartisan sup
port in the House of Representatives. I am 
looking forward to working with the leadership 
in moving the bill through the legislative proc
ess so that the lives of these brave and self
less soldiers are not forgotten. 

The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 
SEC. 8102. (a) LIMITATION.- Funds appro

priated or otherwise made available for the 
Department of Defense for any fiscal year 
may not be obligated for the deployment of 
any ground elements of the United States 
Armed Forces in the Republic of Bosnia and 
Herzegovina after-

(1) June 30, 1998; or 
(2) such later date as may be specifically 

prescribed by law after the date of the enact
ment of this Act, based upon a request from 
the President or otherwise as the Congress 
may determine. 

(b) EXCEPTIONS.-The limitation in sub
section (a) shall not apply to the extent nec
essary to support (1) a limited number of 
United States diplomatic facilities in exist
ence on the date of the enactment of this 
Act, and (2) noncombat military personnel 
sufficient only to advise the commanders 
North Atlantic Treaty Organization peace
keeping operations in the Republic of Bosnia 
and Herzegovina. 

(c) CONSTRUCTION OF SECTION.-Nothing in 
this section shall be deemed to restrict the 
authority of the President under the Con
stitution to protect the lives of United 
States citizens. 

(d) LIMITATION ON SUPPORT FOR LAW EN
FORCEMENT ACTIVITIES IN BOSNIA.- None of 
the funds appropriated or otherwise made 
available to the Department of Defense for 
any fiscal year may be obligated or expended 
after the date of the enactment of this Act 
for the conduct of, or direct support for, law 
enforcement activities in the Republic of 
Bosnia and Herzegovina, except for the train
ing of law enforcement personnel or to pre
vent imminent loss of life. 

(e) PRESIDENTIAL REPORT ON POLITICAL AND 
MILITARY CONDITIONS IN BOSNIA.-(1) Not 
later than December 15, 1997, the President 
shall submit to Congress a report on the po
litical and military conditions in the Repub
lic of Bosnia and Herzegovina (hereafter in 
this subsection referred to as Bosnia
Herzegovina). Of the funds available to the 
Secretary of Defense for fiscal year 1998 for 
the operation of United States ground forces 
in Bosnia-Herzegovina during that fiscal 
year, no more than 60 percent may be ex
pended before the report is submitted. 

(2) The report under paragraph (1) shall in
clude a discussion of the following: 

(A) An identification of the specific steps 
taken by the United States Government to 
transfer the United States portion of the 
peacekeeping mission in the Republic of Bos
nia and Herzegovina to European allied na
tions or organizations. 

(B) A detailed discussion of the proposed 
role and involvement of the United States in 
supporting peacekeeping activities in the 
Republic of Bosnia and Herzegovina fol
lowing the withdrawal of United States 
ground forces from the Republic of Bosnia 
and Herzegovina pursuant to subsection (a). 

(C) A detailed explanation and timetable 
for carrying out the President's commitment 
to withdraw all United States ground forces 
from Bosnia-Herzegovina by the end of June 
1998, including the planned date of com
mencement and completion of the with
drawal. 

(D) The date on which the transition from 
the multinational force known as the Sta
bilization Force to the planned multi
national successor force to be known as the 
Deterrence Force will occur and how the de
cision as to that date will impact the esti
mates of costs associated with the operation 
of United States ground forces in Bosnia
Herzegovina during fiscal year 1998 as con
tained in the President's budget for fiscal 
year 1998. 

(E) The military and political consider
ations that will affect the decision to carry 
out such a transition. 

(F) Any plan to maintain or expand other 
Bosnia-related operations (such as the oper
ation designated as Operation Deliberate 

Guard) if tensions in Bosnia-Herzegovina re
main sufficient to delay the transition from 
the Stabilization Force to the Deterrence 
Force and the estimated cost associated with 
each such operation. 

(G) Whether allied nations participating in 
the Bosnia mission have similar plans to in
crease and maintain troop strength or main
tain ground forces in Bosnia-Herzegovina 
and, if so, the identity of each such country 
and a description of that country's plans. 

(3) As used in this subsection, the term 
" Stabilization Force" (referred to as 
"SFOR") means the follow-on force to the 
Implementation Force (known as " IFOR") in 
the Republic of Bosnia and Herzegovina and 
other countries in the region, authorized 
under United Nations Security Council Reso
lution 1008 (December 12, 1996). 

D 1400 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 
This Act may be cited as the "Department 

of Defense Appropriations Act, 1998". 
AMENDMENT OFFERED BY MR. SOLOMON 

Mr. SOLOMON. Mr. Chairman. I offer 
an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. SOLOMON: 
Page 100, after line 15, insert the following 

new section. 
SEC. 8103. None of the funds made available 

in this Act may be obligated or expended to 
enter into or renew a contract with a con
tractor that is subject to the reporting re
quirement set forth in subsection (d) of sec
tion 4212 of title 38, United States Code, but 
has not submitted the most recent report re
quired by such subsection for 1997 or a subse
quent year. 

Mr . . SOLOMON (during the reading). 
Mr. Chairman, I ask unanimous con
sent that the amendment be considered 
as read and printed in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
New York? 

There was no objection. 
Mr. SOLOMON. Mr. Chairman, I will 

not take 5 minutes. Discrimination in 
America is wrong. It goes against ev
erything we stand for as a nation. What 
is especially ugly is discrimination 
against disabled veterans, and Vietnam 
veterans, in particular. Mr. Chairman, 
we owe these men and women the best 
of the very best, fair and open consider
ation for employment. 

A couple of years ago we passed a 
program called Vet 100, which requires 
contractors to report their hiring prac
tices of veterans, disabled veterans, 
and Vietnam veterans. Since that time, 
there were 25,000 contractors acr oss 
this Nation that were either inten
tionally or unintentionally in non
compliance for this law. After an 
amendment we passed last year, we 
brought 8,000 of those contractors, sim
ply because they were made aware of 
it, into compliance in the program. 

We are asking now that this be at
tached to this particular bill so that it 
will bring notice to all of the contrac
tors and make them aware so they can 
again comply with this law, so we can 
begin to hire these disabled American 
veterans, along with Vietnam veterans. 
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Mr. YOUNG of Florida. Mr. Chair

man, will the gentleman yield? 
Mr. SOLOMON. I yield to the very 

distinguished gentleman from Florida 
[Mr. YOUNG], the chairman of the Sub
committee on National Security of the 
Committee on Appropriations. 

Mr. YOUNG of Florida. Mr. Chair
man, I thank the gentleman for yield
ing to me. 

Mr. Chairman, as the gentleman has 
stated, last year we did accept this 
amendment. We thought it would work 
fine. It has worked partially. I think it 
is important that we continue this lan
guage. The chairman of the Committee 
on Rules, the very distinguished chair
man, has worked with us on writing 
the language in such a way I think as 
will be very effective. I am very, very 
happy to accept this amendment. I 
think it is something that ought to be 
done. 

Mr. SOLOMON. I certainly thank the 
gentleman, Mr. Chairman. With him 
having said that, I am getting a signal 
from the very distinguished ranking 
member of the subcommittee, a great 
former marine. 

Mr. Chairman, I ask consideration on 
my amendment. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from New York [Mr. SOLOMON]. 

The amendment was agreed to. 
AMENDMENT OFFERED BY MR. OBEY 

Mr. OBEY. Mr. Chairman, I offer an 
amendment. 

The Clerk read as follows: 
Amendment offered by Mr. OBEY: 
Page 100, after line 15, insert the following 

new section: 
SEC. 8103. None of the funds made available 

in this Act may be used to approve or license 
the sale of F-22 advanced tactical fighter to 
any foreign government. 

Mr. OBEY. Mr. Chairman, this coun
try is going to spend $85 billion to build 
a new generation of fighter aircraft, 
the F- 22, and we are told that the rea
son we must do that is because we have 
sold so many of our F-16's around the 
world, and so many of our F-15's, that 
we now have to stay ahead of the capa
bility of other countries. So we are told 
that in order to do that we have to 
make this large expenditure. 

Mr. Chairman, all this amendment 
says is that if we are going to go ahead 
and spend that $85 billion, that we 
ought not to niake the same mistake 
we made in the past. That is why this 
amendment says that no F- 22's can be 
sold abroad. 

The reason I am urging that we adopt 
this amendment is that the contractor, 
Lockheed, has already been quoted sev
eral times saying that they fully plan 
to market the F-22 abroad, and the Air 
Force is also indicating they are look
ing at foreign sales as a means of re
ducing the overall cost of the program. 

Everything that we know about this 
plane tells us it is going to be a techno
logical marvel. I would like to know 

why on Earth we would even consider 
selling this plane abroad if the purpose 
of building it in the first place is to 
react to the fact that we have sold 
abroad so many sophisticated fighters 
in the past that we now have to build 
this new plane in order to stay ahead of 
the people we have sold it to. 

Very simply, all I am saying is that 
we have to make a choice. We either 
stand up for America's interest and 
support this amendment, or stand up 
for the contractor's interest and oppose 
it, because this is an argument between 
those of us who believe that if we are 
going to spend $85 billion, we ought to 
keep that technology at home, versus 
those who say, " Well , sorry, but we 
have not learned a thing from the last 
round. So even though we are being 
told we have to build this plane be
cause we have sold so many sophisti
cated aircraft around the world, we are 
willing to ignore past history and do it 
all over again.'' 

So I think the purpose of the amend
ment is self-evident. I cannot imagine, 
I cannot imagine any reason for turn
ing down this amendment except that 
the contractor wants to sell these 
planes abroad, and has therefore con
vinced people that we ought to make 
the same mistake over again. 

Anybody who is paid what we are is 
being paid enough to avoid a stupid 
mistake like that. I would urge support 
for the amendment. 

Mr. KASICH. Mr. Chairman, I move 
to strike the last word. 

Mr. Chairman, this is the first I have 
heard of this amendment. I will prob
ably vote for this amendment. I will 
tell the Members why. This will really 
fundamentally fall on a lot of deaf ears 
in this House, and maybe it will make 
a few people yawn. I have to tell the 
Members that I think one of the most 
serious things that is going on in the 
world today is the unregulated, the un
precedented level of arms sales that ex
ists in the world today. 

I support the F-22 because I think it 
is absolutely essential that we main
tain air superiority in any time of 
trouble for the United States and our 
allies. I think the F-22 is essentially 
the next leap of technology that allows 
us to maintain air superiority. I, of 
course, do not share that view on the 
necessity of the stealth bomber, but I 
do share that view on tactical aircraft. 

But frankly, if we are going to de
velop a sophisticated tactical aircraft, 
to develop the next level of sophisti
cated fighter aircraft designed to give 
the United States clear air superiority, 
then to turn around and sell that tech
nology to other countries forces us into 
the next level of tactical aircraft at 
great cost. 

Look, Republicans and Democrats on 
both sides of the aisle, do Members not 
understand what we are doing in the 
world with the sale of all this sophisti
cated weaponry, designed to a large de-

gree to preserve assembly lines? What 
we do is we give enemies weapons with 
hair-trigger mechanisms that allow 
each side to have more lethality, to 
have more power, more quickness, less 
warning time. Whenever conflicts 
arise, it denies us the time we want in 
order to resolve those conflicts without 
death. 

I also would point out that the· great
est fear I have for our children in my 
lifetime is the proliferation of weapons 
of mass destruction. I worry that some 
day, at some point, some world leader 
or some group of terrorists will get 
their hands on these lethal weapons of 
mass destruction that can be used 
without the consideration of loss of 
flesh and blood of people on any part of 
this globe. I worry that at some point 
in our lifetime we will wake up one 
morning and find out that two brutal 
enemies have used these weapons 
against one another. 

I do not know whether it is true, the 
article that was written in one of the 
magazines several years ago about the 
almost conflict between India and 
Pakistan. But I do not want to wake up 
one morning, having armed these en
emies to the teeth with increasingly ef
fective weapons with increased 
lethality, to find out that somehow we 
played a role in it. That does not mean 
we do not need to develop the sophisti
cated weapons to guarantee the na
tional security of the United States 
and our allies, but it does mean we 
need to be careful with this tech
nology. 

I wish we would all step back for a 
second and think about what our poli
cies are on arms sales, what our com
mitment is to protect those elements 
that contribute to the weapons of mass 
destruction, to deny them from indi
viduals in this world who would use 
them against the cause of order and 
peace and humanity. 

I would urge everybody to march to 
this floor today and deny the ability of 
the defense industry to begin to sell 
this weapon of sophistication that the 
United States needs. Let us protect 
that technology. Let us slow down the 
arms race. Let us do it for our children. 
Let us not just do it for ourselves, let 
us also do it for our children. 

I would hope that on a bipartisan 
basis, we could begin to get a handle on 
this problem of proliferation of weap
ons and of sky-high arms sales. There 
are better ways in this world to make 
money, to make profits, than to allow 
this seemingly free flow of technology. 
Let us stand up for national security, 
but let us also stand up for peace. 

Mr. MURTHA. Mr. Chairman, I move 
to strike the requisite number of 
words. 

Mr. Chairman, my original thought 
was, and the gentleman from Texas Mr. 
MARTIN FROST, was quite concerned 
about this amendment, but actually 
when we look at the facts, it really 
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would not have any impact because 
this is a 1-year bill. Certainly we have 
to send a message that when we have a 
technological superiority, it is some
thing we want to look at very closely. 

Mr. Chairman, I would, with reserva
tions, accept this amendment, and 
hope we could work something out in 
conference. 

Mr. YOUNG of Florida. Mr. Chair
man, I move to strike the requisite 
number of words. 

Mr. Chairman, we have talked to the 
gentleman from Wisconsin [Mr. OBEY] 
about this. He made several changes 
that we thought were important to 
make to this so it applied properly to 
the bill. Having done that, we have 
been prepared to accept this amend
ment, and we are happy to hear from 
the gentleman from Ohio, but we are 
prepared to accept the amendment. 

From the leadership of the sub
committee, we accept the amendment, 
Mr. Chairman. 

Mr. CUNNINGHAM. I move to strike 
the requisite number of words, Mr. 
Chairman. 

Mr. Chairman, I will only speak for a 
short amount of time. Mr. Chairman, I 
understand what the gentleman from 
Wisconsin [Mr. OBEY] is attempting to 
do here. I would caution him, and I will 
support the amendment, one of the 
most troubling times I had in my mili
tary career was being outspoken about 
letting F- 14's go to the Shah of Iran. 

D 1415 
I made a statement that we were 

being blackmailed at the time. This 
was at a time when there was an oil 
embargo. We remember the long gas 
lines we had in this country because of 
the shortage. I said, now, Iran is not 
Arabic and it is the Arabs that were 
holding us hostage over oil. Iran is Per
sian. But yet they will not have to pay 
for one single one of those F-14's be
cause all they have to do is raise the 
price of oil by a cent and they get them 
free. 

I said the second point is that as a 
fighter pilot, I do not want to have to 
look down the barrels of those F-14's if 
the shah ever falls. Well, I felt like 
Billy Mitchell after that happened be
cause we did look down the barrels of 
those F- 14's. 

So I understand the intent of the 
gentleman and support it. But in fu
ture language, I would ask the gen
tleman to be very cautious because 
there are countries that I have flown 
with, like South Korea, some of our al
lies that have F- 16s, England, I would 
not give them to France, personal opin
ion. They sell arms to every one of our 
enemies. There are socialists and Com
munists there now, and I would not 
give them a dime or any weapons. But 
there are countries that I think that, if 
we are flying there in a conflict and 
some of the NATO countries that 
would ally, and I do not care if it is a 

British pilot taking a Mig off my tail 
or someone else, then I would like that 
support. But I support the gentleman's 
amendment and I understand the merit 
behind it. 

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

Mr. CUNNINGHAM. I yield to the 
gentleman from Wisconsin. 

Mr. OBEY. Mr. Chairman, let me 
thank the gentleman for supporting 
the amendment and say that I recog
nize that there are some countries I 
would not mind providing sophisticated 
weapons to, but I think we need a pol
icy ahead of time before we build these 
systems so that we know exactly who 
is going to get them and that we are 
assured that they are going to be pro
vided on as limited a basis as possible 
around the world. 

Mrs. KENNELLY of Connecticut. Mr. Chair
man, I rise in strong opposition to the Nadler 
amendment to cut important funding for the F-
22 fighter. The F-22 is the Air Force's next 
generation premier fighter and is intended to 
replace the aging F-15 fighter which has been 
in use for nearly 30 years. The next genera
tion aircraft will have both air-to-air and air-to
ground fighter capabilities and will ensure our 
air superiority in the 21st century. 

A cut of the size proposed by this amend
ment would have a devastating effect on the 
development and production of the F-22. In 
fact, the Air Force estimates that a $420 mil
lion cut in the program would result in a major 
program restructure and actually result in an 
increase of costs in the out years of $7.7 bil
lion because of the restructuring of the current 
development and production timeline. 

Let me close by quoting Gen. Ronald 
Fogelman, the Chief of Staff of the Air Force: 

The F-22 will continue to ensure our con
tinued dominance of the aerial arena and 
protect our forces across the entire spectrum 
of conflict. No United States soldier has been 
lost to enemy air power on over 40 years, and 
the F- 22 will continue to uphold that record. 

I urge my colleagues to oppose this amend
ment, and support our continued aerial domi
nance. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from Wisconsin [Mr. OBEY]. 

The amendment was agreed to. 
AMENDMENT OFFERED BY MR. COBURN 

Mr. COBURN. Mr. Chairman, I offer 
an amendment. 

The Clerk read as follows: 
Amendment offered by Mr: COBURN: 
At the end of the bill, insert after the last 

section (preceding the short title) the fol
lowing new section: 

UNITED STATES MAN AND THE BIOSPHERE 
PROGRAM LIMITATION 

SEC. 8079. None of the funds appropriated 
or otherwise made available by this Act may 
be made available for the United States Man 
and the Biosphere Program, or related 
projects. 

Mr. COBURN. Mr. Chairman, it is my 
hope that this will not take any time. 
The purpose of this amendment just 
simply to limit DOD funds to not be 
spent on a totally unauthorized, never 

approved program from this Congress 
or any other Congress. We have voted 
now four times in this body to uphold 
this policy. This is simply an amend
ment that would extend that policy to 
the Department of Defense. It is my 
understanding the chairman as well as 
the ranking member have accepted this 
amendment. 

I yield to the gentleman from Florida 
[Mr. YOUNG]. 

Mr. YOUNG of Florida. Mr. Chair
man, I would say that we are very fa
miliar with this issue. We do support 
the amendment. We hope that it will be 
agreed to. 

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

Mr. COBURN. I yield to the gen
tleman from New York. 

Mr. SOLOMON. Mr. Chairman, just 
briefly, 47 of these biosphere reserves 
were established before the public even 
knew what was happening. One of these 
was established in the northern part of 
the congressional district I represent 
in the Adirondack Mountains without 
me or any local government officials 
ever knowing about it. That was out
rageous. These biosphere reserves vio
late individual property rights, and 
they give executive branch political 
appointees the authority to make prop
erty decisions in place of these indi
vidual landowners or even local zoning · 
ordinances. I think that is outrageous. 
I am so happy that the gentleman is of
fering the amendment. 

Mr. COBURN. Mr. Chairman, I would 
ask the body to support the Coburn-Pe
terson amendment. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from Oklahoma [Mr. COBURN]. 

The amendment was agreed to. 
AMENDMENT OFFERED BY MR. KENNEDY Of 

MASSACHUSETTS 
Mr. KENNEDY of Massachusetts. Mr. 

Chairman, I offer an amendment. 
The Clerk read as follows: 
Amendment offered by Mr. KENNEDY of 

Massachusetts: Page 100, after line 15, insert 
the following new section: 

SEC. 8103. (a) None of the funds appro
priated or otherwise made available by this 
Act for the Department of Defense specimen 
repository described in subsection (b) may be 
used for any purpose except in accordance 
with the requirement in paragraph numbered 
3 of the covered Department of Defense pol
icy memorandum that specifically provides 
that permissible uses of specimen samples in 
the repository are limited to the following 
purposes: 

(1) Identification of human remains. 
(2) Internal quality assurance activities to 

validate processes for collection, mainte
nance and analysis of samples. 

(3) A purpose for which the donor of the 
sample (or surviving next-of-kin) provides 
consent. 

(4) As compelled by other applicable law in 
a case in which all of the following condi
tions are present: 

(A) The responsible Department of Defense 
official has received a proper judicial order 
or judicial authorization. 

(B) The specimen sample is needed for the 
investigation or prosecution of a crime pun
ishable by one year or more of confinement. 
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(C) No reasonable alternative means for 

obtaining a specimen for DNA profile anal
ysis is available . 

(D) The use is approved by the Assistant 
Secretary of Defense (Health Affairs) after 
consultation with the Department of Defense 
General Counsel. 

(b) The specimen repository referred to in 
subsection (a) is the repository that was es
tablished pursuant to Deputy Secretary of 
Defense Memorandum 47803, dated December 
16, 1991, and designated as the " Armed 
Forces Repository of Specimen Samples for 
the Identification of Remains" by paragraph 
numbered 4 in the covered Department of De
fense policy memorandum. 

(c) For purposes of this section, the cov
ered Department of Defense policy memo
randum is the memorandum of the Assistant 
Secretary of Defense (Health Affairs) for the 
Secretary of the Army, dated April 2, 1996, 
issued pursuant to law which states as its 
subject " Policy Refinements for the Armed 
Forces Repository of Specimen Samples for 
the Identification of Remains" . 

Mr. KENNEDY of Massachusetts 
(during the reading). Mr. Chairman, I 
ask unanimous consent that the 
amendment be considered as read and 
printed in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Massachusetts? 

There was no objection. 
Mr. KENNEDY of Massachusetts. Mr. 

Chairman, I rise to offer an amendment 
which simply aligns our funding prior
i ties with the current Department of 
Defense policies that protect the infor
mation in its DNA data bank for sol
diers. The Department of Defense oper
ates the Armed Forces repository spec
imen samples for identification of re
mains. 

This DNA data bank currently holds 
millions of blood samples for both ac
tive and inactive personnel. This pool 
of genetic data is one of the largest in 
the entire world. Health, life and dis
ability insurers might soon try to flex 
some muscle in obtaining sensitive in
formation. Heightened concerns have 
been raised over the last year about 
the many ways that people can be dis
criminated against based on their ge
netic profile. Soldiers were not free 
from those same worries regarding 
blood samples in this DNA data bank. 

The Pentagon has always maintained 
that such information was collected 
only to identify the remains of soldiers 
killed in combat. But many of my col
leagues may recall that last year two 
marines were court-martialed for re
fusing to provide blood samples to the 
DNA data bank. They were fearful of 
inadequate privacy protections for the 
sensitive information being obtained 
from their DNA. The Pentagon as a re
sult took the proper steps to revise its 
policy and instituted several new con
ditions on the use of DNA in the data 
bank, including limiting them to iden
tify human remains, investigate 
crimes, purposes for which the donor 
and next of kin provide consent, plus 
an approved use by the Assistant Sec
retary of Defense and heal th. 

I had spoken to the chairman of the 
committee, the gentleman from Flor
ida [Mr. YOUNG], as well as to the rank
ing member. I believe that this amend
ment will be accepted. But I just would 
like to mention, the truth is that the 
current rules and regulations that de
termine how your DNA data is going to 
be utilized at the Department of De
fense is really at the discretion of the 
secretary. 

I would urge both the chairman as 
well as the ranking member to take ac
tions, I hope, in the conference to 
make certain that this does not be
come an arbitrary policy. This kind of 
data can be used by private companies 
or others at the decision of the sec
retary that could have devastating 
consequences for any of the soldiers 
who happen to be ordered to provide 
those DNA samples. 

I would hope that the chairman 
would be willing to institute a policy 
where no variation other than the spe
cific purposes which are currently in 
this year's bill, could be varied without 
the consent of the Congress of the 
United States and the signing into law 
by the President. I think that this is an 
entirely, it is a new issue, but it is one 
that is very, very important for the 
personal privacy of the soldiers that 
choose to serve this country. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. KENNEDY of Massachusetts. I 
yield to the gentleman from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, as the gentleman and I have dis
cussed earlier, we are happy to accept 
this amendment as we did last year, 
and the new issue that he raises I think 
is a legitimate issue. We would be more 
than happy to address it during the 
conference. 

Mr. KENNEDY of Massachusetts. Mr. 
Chairman, I thank the gentleman. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from Massachusetts [Mr. KEN
NEDY]. 

The amendment was agreed to. 
Mr. CARDIN. Mr. Chairman, I move 

to strike the last word. 
Mr. Chairman, I rise to request a col

loquy with the gentleman from Florida 
[Mr. YOUNG] regarding the fate of the 
Advanced Self Protection Jammer 
radar system. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. CARDIN. I yield to the gen
tleman from Florida. 

Mr. YOUNG of Florida. Mr. Chair
man, I am very happy to address the 
concerns of the gentleman from Mary
land about this program. 

Mr. CARDIN. Mr. Chairman, I am 
concerned that the bill does not in
clude funding for the Advanced Self 
Protection Jammer which is recognized 
as the finest self-protection jamming 
system in production today. Following 
the 1995 shootdown of the Navy pilot 

Scott O'Grady in Bosnia, ASPJ were 
deployed in aircraft in the Bosnian the
ater to correct the self protection defi
ciency under which our pilots were op
erating. 

Mr. Chairman, the ASPJ proved to be 
an effective tactical aircraft counter
measure in the Bosnian theater. 

Additional purchases of the system 
were recently authorized by the Com
mittee on National Security. Shortage 
of the ASPJ's means that the Navy 
cannot equip all of its F- 14D and F/A-
18C/D planes with this system widely 
demanded by the Navy and Marine 
Corps pilots. Most of these planes, 
which will be in the fleet well into the 
next century, are now vulnerable. The 
Navy can only equip 72 aircraft with 
the ASPJ, although it has a require
ment for deployment of this system on 
over 500 F- 14D's and F/A- 18C/D's. I hope 
the chairman will consider providing 
the Navy and Marine Corps with the 
funds necessary to equip the forward
deployed F-14D and F/A- 18C/D squad
rons with this system. 

Mr. YOUNG of Florida. Mr. Chair
man, if the gentleman will continue to 
yield, I appreciate the gentleman's 
concern for the system and its poten
tial benefits for the pilots. The ASPJ is 
a valuable system. I share the gentle
man's concern and will work with my 
colleagues on the committee and with 
the Department of Defense on this 
issue as this bill moves forward. 

Mr. CARDIN. Mr. Chairman, I thank 
the gentleman. 

AMENDMENT OFFERED BY MRS. MALONEY OF 
NEW YORK. 

Mrs. MALONEY of New York. Mr. 
Chairman, I offer an amendment. 

The Clerk read as follows: 
Amendment offered by Mrs. MALONEY of 

New York: 
At the end of the bill add the following new 

section: 
SEC. . In the paragraph entitled " Oper

ation and Maintenance, Defense-Wide," after 
"$10,066,956,000" insert "(increased by 
$1,000,000) (reduced by $1,000,000)." . 

Mrs. MALONEY of New York (during 
the reading). Mr. Chairman, I ask 
unanimous consent that the amend
ment be considered as read and printed 
in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentlewoman 
from New York? 

There was no objection. 
Mrs. MALONEY of New York. Mr. 

Chairman, in 1988, Congress passed and 
the President signed into law a require
ment that the Department of Defense 
report details of crimes, including rape 
and sexual assault, committed within 
their jurisdiction to the Federal Bu
reau of Investigation. 

However, the Department of Defense 
has failed to comply with this law. 
That means that there are thousands 
of crimes committed on base and off 
base by members of the armed services 
and others that are never reported to 
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the FBI. I would like, Mr. Chairman, to 
put in the RECORD a letter from the 
general counsel of the Department of 
Defense and other press articles on this 
which state that they are looking at 
this, that they would like to proceed 
forward, but that there is a problem 
with funding. 

My amendment provides $1 million to 
the Department of Defense so that they 
could collect and report these statis
tics. The money comes from the oper
ation and maintenance budget. I hope 
that my amendment will be considered 
in the conference report. I thank the 
gentleman from Florida and the gen
tleman from Pennsylvania for their 
support and their commitment to work 
on this in conference. 

Mr. Chairman, I include for the 
RECORD the following: 

GENERAL COUNSEL OF THE 
DEPARTMENT OF DEFENSE, 
Washington, DC, May 27, 1997. 

Hon. CAROLYN B. MALONEY, 
House of Representatives, 
Washington, DC. 

DEAR MRS. MALONEY: This further responds 
to your letter to the Secretary of Defense, 
dated February 26, 1997. In my interim reply, 
dated March 11, 1997, I informed you that I 
had asked the Judge Advocate General of the 
Army to provide me information on certain 
cases you mentioned in your letter. I now 
have this information and am prepared to re
spond to your questions. 

On October 24, 1995, then-Representative 
Dornan wrote the Secretary of Defense re
questing an investigation of allegations 
made by Mr. Russell Carollo in a series of ar
ticles in the Dayton Daily News. After re
view by the Service Judge Advocates General 
and my office, I replied to Mr. Dornan on 
April 23, 1996. Your February 26 letter asks 
follow-up questions based on my reply to Mr. 
Dornan. I will address your questions in the 
same order as I replied to Mr. Dornan's in
quiry. 

Do many accused sex offenders avoid pros
ecution or escape criminal punishment? You 
have asked whether the Department of De
fense disputes the validity of the "hard facts 
or statistics" in Mr. Carollo's articles. Mr. 
Carollo was highly selective in the statis
tical data he chose to publish. Mr. Carollo's 
published figures on sex crime complaints in
cluded cases where the perpetrators were un
known and involving civilian suspects who 
were not subject to the jurisdiction of the 
military justice system. In those cases, it 
was not possible for a complaint to result in 
a court-martial conviction. Also, the offense 
"titled" on a complaint form or investiga
tion report is often not the same offense that 
is formally charged. The decision on what 
title to use is made by an investigator at an 
early stage of the investigation. A formal 
charge, however, is preferred after full inves
tigation and proof analysis by a military 
prosecutor. A formal charge is only referred 
to a court-martial after additional legal re
view, and this review may produce other 
changes. Even assuming that a court-martial 
charge reflects the same offense in the com
plaint, there may be a court-martial convic
tion for a lesser (but nonetheless serious) 
crime. For example, an accused may be ac
quitted of a rape charge, but found guilty of 
attempted rape or assault with intent to 
commit rape. Acquittal of a principal 
charge, but conviction of a lesser one, is a 
process that goes on every day in every juris-

diction in the United States, where each ele
ment of any charged offense must be proven 
beyond reasonable doubt. 

The military does not prosecute rape 
charges in "misdemeanor courts" or admin
istrative hearings. If a complaint of rape is 
not prosecuted at a general court-martial, 
there is a reason and that reason is grounded 
in the evidence. A case may begin with a 
rape allegation, but end in another, lesser 
charge prosecuted at a special court-martial, 
nonjudicial punishment action, or other ad
ministrative action. In another case, the 
quality of the evidence may persuade mili
tary authorities to accept an accused's offer 
to separate from the Service (with an Under 
Other Than Honorable Conditions Discharge) 
rather than face a court-martial. If one of 
these actions happens, it is because par
ticular circumstances make it appropriate. 
If a rape charg,e is supported by sufficient 
evidence for conviction, that charge is re
ferred to a general court-martial as is fitting 
for a crime of that seriousness. 

In Mr. Carlo's articles and associated cor
respondence, we have seen many compari
sons of the military justice system with the 
"civilian judicial system" that reflect a mis
understanding of both. A monolithic "civil
ian judicial system" does not exist. There 
are fifty-one such systems in the United 
States, the Federal system (including the 
commonwealths and territories) and one for 
each state. In none of these systems does a 
complaint of rape automatically result in a 
trial, conviction, and long prison sentence 
for the defendant. In each of the civilian sys
tems, just as in the military, prosecutors 
must make decisions based on the quality of 
the evidence before them. If a case is pros
ecuted as a rape, a civilian court must deter
mine guilt based on the evidence before it. In 
doing so, the court applies a " beyond reason
able doubt" standard of proof, just like a 
court-martial. If there is a conviction for 
rape, or of a lesser offense, a civilian court 
then determines a sentence based on the par
ticular circumstances of the crime and the 
offender, just as a court-martial does. 

One significant difference between the 
military justice system and its civilian 
counterparts concerns the availability of al
ternative actions when there is insufficient 
evidence to prosecute in court. In any civil
ian jurisdiction, if a prosecutor or grand jury 
decides not to prosecute, nothing happens to 
the alleged offender. In the military, if the 
evidence is insufficient for a court-martial 
prosecution, commanders still have several 
options, any of which may result in signifi
cant sanction. The use of these options 
should not be cited as evidence that the mili
tary does not take crimes as seriously as in 
civilian jurisdictions, when these actions are 
not even available to civilian authorities. 

In your February 26 letter, you discussed 
several Army cases at Fort Carson, Colorado, 
and Fort Leonard Wood, Missouri. According 
to information provided by the Judge Advo
cate General of the Army, much of what you 
have been told about these cases is incorrect. 
Moreover, these cases are excellent illustra
tions of how, in any system, each case must 
be judged on its own specific facts. 

Your letter states that Army investigators 
at Fort Carson " found substantial evidence 
for claims of rape against 13 soldiers in 1995 
and 1996," yet only two were tried and five 
others received nonjudicial punishment. Ac
cording to the Army Judge Advocate Gen
eral's information, this statement is not ac
curate. Of the thirteen cases, in one the sub
ject was a civilian, over whom the military 
had no jurisdiction, and in another the per-

petrator was never identified. Of the remain
ing eleven cases, the State of Colorado as
sumed jurisdiction of two. In one of these, 
the State treated it as a domestic violence 
case. Of the remaining nine, in three cases 
the alleged victims either recanted their ac
cusations or refused to cooperate after mak
ing an initial statement. In one of these, 
however, a soldier received nonjudicial pun
ishment for consensual sodomy with another 
soldier's wife, an offense to which he con
fessed in his statement to investigators. The· 
other two cases resulted in no disciplinary 
action. Of the remaining six cases, Army 
prosecutors determined the evidence was in
sufficient to go forward with trial in three 
cases, and three cases went to court-martial. 
Of the three soldiers who were tried, one was 
acquitted of rape, but convicted of consen
sual sodomy and indecent acts, and sen
tenced to hard labor without confinement. 
Two soldiers were convicted of rape. One of 
these was sentenced to 28 years. In the other, 
the accused (First Sergeant David Medeiros) 
received a sentence of only reduction to staff 
sergeant (two pay grades). 

Of the thirteen Fort Carson cases, the only 
apparent anomaly is the Medeiros case. I will 
not speculate as to the reasons for such a 
light sentence for the crime of rape, as I was 
not at the trial and do not have detailed 
knowledge of the evidence. However, you 
should be aware that the alleged victim in 
the Medeiros case later recanted her trial 
testimony and claimed her sex with Medeiros 
was consensual. 

Concerning the Fort Leonard Wood cases, 
your letter states that the post commander, 
Major General Ballard, reversed the " sexual 
assault" convictions of three soldiers, sub
stituting administrative discharges. You 
asked " [w]hat right did [General] Ballard 
have to reverse convictions?" 

General Ballard had the powers and duties 
of a general court-martial convening author
ity, conferred by Congress under several arti
cles of the Uniform Code of Military Justice. 
As convening authority, General Ballard had 
"authority ... to modify the findings and 
sentence of a court-martial [as] a matter of 
command prerogative involving [his] sole 
discretion. . .. " Art. 60(c)(l), UCMJ, 10 
U.S.C. §860(c)(l). The Judge Advocate Gen
eral of the Army informs me that General 
Ballard exercised his discretion in these 
three cases, after legal advice from his staff 
judge advocate, to reach what he thought 
was an appropriate result under unusual cir
cumstances. 

The three Fort Leonard Wood cases are 
connected. None involved "sexual assault." 
They involved three young soldiers dating, 
and having consensual sex with, three under
age teenage girls. Two of the girls were not 
living at home, but had taken up with a local 
"bik;er gang." In the other case, the girl's 
mother had introduced her daughter to the 
soldier in a bar. All the sexual conduct oc
curred off-post, but the local Missouri pros
ecutor declined to prosecute. However, the 
Army prosecuted the soldiers at special 
courts-martial for "carnal knowledge," that 
is, consensual sex with a minor. See Art. 
120(b), UCMJ, 10 U.S.C. §920(b). Each soldier's 
court-martial sentenced him to reduction in 
grade, forfeiture of pay, and restriction to 
post, but did not impose either confinement 
or a bad-conduct discharge. General Ballard, 
using his powers under law as a convening 
authority, determined the best interests of 
the Army would be served by approving ad
ministrative discharges in lieu of the court
martial convictions. In each case, the soldier 
received an Under Other Than Honorable 
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. Conditions Discharge, which deprives the 
soldier of entitlement to many benefits ad
ministered by the Department of Veterans 
Affairs. Such a discharge also carries a social 
stigma. 

I also invite your attention to data avail
able from the United States Disciplinary 
Barracks at Fort Leavenworth, Kansas. The 
USDB is the central facility for long-term 
confinement for prisoners from all Services. 
Of the 1,023 inmates at the USDB, 495 are 
serving sentences for sex crimes-almost 
half the prison population and nearly double 
the next category (homicide, 256 inmates). 
The Army reports that 1,392 soldiers have 
been tried by courts-martial for sex crimes 
since 1991. Of these, 870 have been convicted, 
with an average confinement sentence of just 
over 6.5 years. Of these, 253 were convicted of 
rape, with an average confinement sentence 
of 12.2 years. 

I hope this discussion has shown that sta
tistics and anecdotes do not necessarily tell 
an accurate story, especially when the sta
tistics are incomplete and the anecdotes are, 
at best, one-sided or, at worst, wrong. Mr. 
Carollo's fundamental premise is that the 
military lets an unacceptably high number 
of sex offenders off (either completely or 
with light punishment) out of apathy, inves
tigative incompetence, and/or prosecutorial 
indifference. As I emphasized in my letter to 
Mr. Dornan, nothing could be further from 
the truth. The truth is that military inves
tigators, prosecutors, convening authorities, 
judges, and court-martial members deal with 
real cases, in real time, involving real people 
as accused and alleged victims, Every case is 
different and. every decision must be made on 
its own merits. 

Does the military fail to report many 
criminal records to the FBI as required by 
law? In my letter to Mr. Dornan, I acknowl
edged that the Services' investigative arms 
had not consistently complied with Depart
ment of Defense Inspector General Memo
randum 10, dated March 25, 1987, which re
quires submission of fingerprint cards to the 
FBI in certain cases. I also described an eval
uation of Memorandum 10 compliance by the 
Inspector General, as mandated by section 
555 of the National Defense Authorization 
Act for Fiscal Year 1996. That evaluation is 
now complete and the Inspector General 's re
port is available. That study confirmed that 
the Services have not done well in complying 
with Memorandum 10. 

In November 1996, the Inspector General 
replaced Memorandum 10 with another 
memorandum clarifying the Services' report
ing· requirements. Moreover, the Inspector 
General intends to replace this memorandum 
with a Department of Defense instruction. A 
draft instruction is presently in the coordi
nation process within the Department of De
fense. When issued, the instruction will 
clearly state required actions by Department 
of Defense law enforcement organizations. 

In a related area, you have also asked 
about the Department's progress providing 
Uniform Crime Reports (UCR) statistics to 
the FBI. The UCR is part of the National In
cident-Based Crime Reporting System 
(NIBRS). The Department is now imple
menting the Defense Incident-Based Report
ing System (DIERS). NIBRS information 
will be reported by DIBRS along with other 
information of special significance to the De
partment of Defense. On October 15, 1996, the 
Deputy Secretary of Defense signed DoD Di
rective 7730.47, Defense Incident-Based Re
porting System. While many DIBRS issues 
are still under review, we expect the Services 
will begin reporting this year and hope to 
have the system fully on-line by early 1998. 

Your letter also states that you "under
stand that the military can expunge crimi
nal records from the FBI's database," and 
asks for information about such 
expungements. The military has no author
ity to "expunge" any record from the FBI 
database. However, a Military Department 
can correct an erroneous record and inform 
the FBI of that correction, causing a cor
responding correction in the FBI database. 

Department of Justice regulations permit 
a person, on request and verification of iden
tity, to review his or her information in a 
Department of Justice criminal history 
record information system. If a person be
lieves the system contains incorrect or in
complete information, he or she may submit 
a correction or update. An individual usually 
applies to the agency that contributed the 
questioned information. A person may also 
make a request for correction to the FBI 
Identification Division, which will forward 
the request to the concerned agency. If the 
agency agrees that the record should be cor
rected, it notifies the FBI and the FBI will 
make the necessary changes. 

Do victims of violent crime continue to be 
victimized by the military justice system? 
As I described to Mr. Dornan, the process of 
a criminal trial in any court is a difficult 
one, especially for victims and their fami
lies. This is particularly true with respect to 
sex crimes, which often involve intensely 
personal facts . While no court system inten
tionally seeks to harm victims, such harm is 
often a regrettable result. Recognizing this, 
each Service has a victim assistance pro
gram that compares favorably with federal 
civilian and state programs. 

Concerning your suggestion to create an 
" ombudsman" for servicemembers, comment 
at this time would be premature. As you 
know, one aspect of the Secretary of Army's 
pending inquiry into sexual harassment is 
the mechanism for reporting complaints. 
When the Army's inquiry is complete, the 
Department of Defense will review its rec
ommendations for application to all Serv
ices. 

Is the military's judicial system plagued 
by sketchy records, secret proceedings, and 
abuse of discretionary power given com
manders? I respectfully disagree with your 
characterization of my reply to this question 
from Mr. Dornan as " terse" and 
"contradict[ing] the facts shown by the Day
ton Daily News. " As I explained to Mr. Dor
nan, a court-martial is a public trial unless 
closed for a specific lawful reason (such as to 
prevent public disclosure of classified infor
mation). I also reiterate that military law 
and Service regulations provide for records 
of trials. As for records of nonjudicial and 
administrative proceedings, there continues 
to be a misunderstanding that I hope I can 
resolve here. 

The Privacy Act of 1974 prohibits disclo
sure of personnel records except under speci
fied circumstances. This is not military "se
crecy," but a law that the Department of De
fense, including the Military Departments, is 
bound to follow just like other federal agen
cies. Nonjudicial and administrative actions 
are evidenced in personnel records covered 
by the Privacy Act and, unless an exception 
applies, may not be released under the Free
dom of Information Act. As required by the 
Privacy Act, the Services did not disclose in
formation about such actions to Mr. Carollo 
when he was researching his articles. It ap
pears that Mr. Carollo then characterized 
these personnel records as "secret" as a lit
erary device to imply that something sin
ister was going on in the military. Unless 

the Congress amends the Privacy Act to ex
empt military personnel records, such 
records may not be released except under the 
limited circumstances provided in the Pri
vacy Act. As I emphasized in my reply to Mr. 
Dornan, it is wrong to label these personnel 
records as "secret" and imply that non
disclosure of personnel records is unique to 
the military. 

Did the Navy fail to take appropriate ac
tion against personnel involved in the 1992 
incident in Sitka, Alaska? In referring to my 
response to Mr. Dornan, you stated, " I agree 
with the DoD's response in that the Navy 
[sailors] were not punished for their trans
gressions." You then declined further com
ment because the case was in litigation. I 
wish to clarify an apparent misunder
standing concerning my response and inform 
you of recent developments in the Sitka 
cases. 

My reply to Mr. Dornan was not intended 
as an opinion that the sailors were not prop
erly punished for misconduct. While I pro
vided Mr. Dornan a summary of the inci
dents at Sitka involving sailors from the 
USS DUNCAN, I expressly reserved comment 
on whether the actions taken were justified. 
That was because there was an ongoing civil
ian prosecution against two DUNCAN sail
ors, one of whom was still in the Navy. That 
prosecution concluded in January 1997, when 
the Alaska Superior Court dismissed the in
dictments against both men. 

The Sitka cases involved two separate in
cidents. In the first incident, two underage 
girls admitted lying to two enlisted sailors 
that they were over 16, the age of consent for 
sexual intercourse under both military law 
and Alaska law. After an investigation, the 
Alaska state's attorney declined to pros
ecute the sailors, as did the DUNCAN com
manding officer. There has been no further 
action concerning this incident. The second 
incident, however, eventually produced state 
indictments. 

As described in my letter to Mr. Dornan, 
the second incident involved sexual contact 
with two underage girls by two members of 
the DUNCAN crew. No intercourse occurred. 
A commissioned officer, although an ensign 
(the most junior commissioned officer 
grade), participated in these acts in the pres
ence of an enlisted sailor. Both men knew 
the girls were underage. After the incident 
was reported and investigated, the girls' par
ents did not want to press charges, and the 
Alaska state's attorney declined to pros
ecute. Under the circumstances, the DUN
CAN commanding officer determined that 
disciplining the enlisted sailor was inappro
priate because his participation had been en
couraged by a commissioned officer. The 
Navy took action against the ensign that 
eventually resulted in his separation from 
the Navy in lieu of trial by court-martial. 

Although the ensign's request for separa
tion in lieu of court-martial was approved, it 
resulted in an Under Other Than Honorable 
Conditions Discharge. As discussed pre
viously, this character of discharge deprives 
the recipient of entitlement to any veterans' 
benefits to which he would otherwise be eli
gible and carries with it a significant social 
stigma. For the ensign's transgressions, he 
lost his job, any possibility of a military ca
reer, and present and future entitlements to 
veterans benefits. He will also endure the 
lifetime of disgrace associated with an Under 
Other Than Honorable Conditions Discharge. 
I am aware of no civilian authority that can 
impose administrative sanctions of such se
verity and permanence. I still decline to 
comment on the appropriateness of these ac
tions, as I was not there and am not in a po
sition to pass judgment on the officers who 
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made these decisions. However, any percep
tion that this ensign escaped punishment is 
not accurate. 

You have concluded from Mr. Carollo's al
legations and "recent military sexual mis
conduct scandals" that there is a need to re
examine the military justice system. The 
only things proven by Mr. Carollo's articles 
are that sex crime allegations make hard 
cases and the military justice system adju
dicates them one at a time. It is ironic that 
recent "scandals" have been cited as evi
dence that the military justice system is 
failing in comparison to the civilian system. 
To the contrary, these events have proven 
the worth of the military justice system. 
Please examine Mr. Carollo's anecdotes and 
find out how many were cases that civilian 
authorities declined to prosecute or had no 
interest in from the start. 

In the military justice system, if a par
ticular allegation has resulted in a lesser 
charge, conviction of a lesser offense, punish
ment that may seem lenient, or exoneration, 
that is because someone made a hard deci
sion. The same is true if an allegation has 
produced a conviction as charged and a se
vere sentence. In all cases, the decisions are 
made by those who, under the law, have the 
power and duty to do so, based on the appli
cable law and the evidence before them. 

I will close by assuring you, as I did Mr. 
Dornan, that the military justice system is 
fair and efficient. I reaffirm my rejection of 
any allegation that service members live and 
work in a culture that officially condones 
sex crime or shelters sex offenders. To any
one who is genuinely familiar with the mili
tary and the military justice system, that 
notion is nonsense. 

Thank you for your letter. I hope this 
reply has been helpful in addressing your 
concerns. 

Sincerely, 
JUDITH A. MILLER. 

ARMY PROBE To Focus ON TOP LEVELS; IN
QUIRY TO EXAMINE LEADERS' RESPONSI
BILITY IN SEXUAL MISCONDUCT 

(By Dana Priest, Wash.ington Post Staff 
Writer) 

The Army's civilian leader has ordered a 
wide-ranging investigation into the chain of 
command's responsibility in the sexual abuse 
scandal at Maryland 's Aberdeen Proving 
Ground and into the management of the 
headquarters for all the Army's training cen
ters. 

The inquiry is the first high-level look at 
the possible role of senior officers in fos
tering the wrong atmosphere or otherwise 
contributing to a scandal that has so far 
mostly involved lower-level, noncommis
sioned personnel, such as sergeants. 

In addition, the Pentagon acknowledged 
yesterday it does not know how many female 
service members are victims of sexual vio- . 
lence each year because it does not collect 
the information, even though Congress 
passed a law ordering it to do so in 1988. 

"The department admits its deficiency," 
Defense Department spokesman Kenneth 
Bacon said. 

Pentagon officials said Army Secretary 
Togo D. West Jr. plans to announce today 
that he has asked the Army 's inspector gen
eral to find out what the commanders at the 
Aberdeen Proving Ground ordnance training 
center knew about the alleged incidents of 
sexual abuse, which include multiple rapes. 
The probe also will look at whether the com
manders contributed to creating an atmos
phere that permitted or fostered such mis
conduct. 

West also has asked the inspector general 
to assess the management of the Training 
and Doctrine Command, which has control 
over Aberdeen and other Army training cen
ters. 

"It's an order to look top-to-bottom," a 
Pentagon official said. 

West could not be reached for comment 
yesterday. 

Asked the day the Aberdeen allegations be
came public whether the problem involved a 
few "bad applies" or was the result of more 
systemic problems, Maj . Gen. Robert D. 
Shadley, commander of Aberdeen, replied, "I 
think it's a combination of both." 

Five drill instructors at Aberdeen are al
leged to have had improper, and illegal, rela
tionships with female trainees under their 
charge. Three of the five have been charged 
with criminal offenses and the other two 
have received administrative punishment. 
Another 15 trainers still are under investiga
tion. The more egregious offenses include as
sault, rape and threatening to kill or harm 
the victims if they disclosed the attacks. 

Sexual misconduct, including assault by 
drill instructors, is not a new problem in the 
Army, but has come to public attention be
cause of the gravity of the Aberdeen charges. 
The Army made the Aberdeen cases public 
because it did not want to be accused of a 
coverup. 

Most of the Army's other major training 
posts report numerous cases of sexual mis
conduct by drill sergeants, who have near
complete control over their young recruits 
and trainees. 

Holly Hemphill, a Washington attorney 
and chairwoman of a defense advisory panel 
on women in the armed services, known as 
DACOWITS, said Defense Secretary William 
J. Perry asked the gToup to visit Army train
ing posts and conduct informal interviews 
with female soldiers. 

Also yesterday, spokesman Bacon said the 
Defense Department had not complied with a 
1988 federal law that required the Pentagon 
to create a uniform system for reporting all 
crimes, including sexual crimes, in the mili
tary. 

Some of the services do not keep central
ized statistics on sexual crimes such as rape 
and indecent assault, according to service of
ficials interviewed recently. 

Hemphill said the advisory committee had 
tried many times to get the services to give 
it information on sexual violence against fe
male soldiers but "we kept getting the 
wrong information. " She said the services 
collect statistics ·on spouse abuse, but not 
abuse of their female members. "We rec
ommended in October that the department 
expand [its database] to include violence 
against military women. * * * It detracts 
from productivity and readiness, which is a 
huge understatement." 

Bacon said one problem was that Congress 
had not given the department any money to 
create the new database. Congress, he added 
yesterday, still had not come up with any 
new funds "but basically, after this hadn' t 
been done for awhile, somebody decided that 
it was time to do [it], and we're in the proc
ess of doing that now. " He said the directive 
was issued Oct. 15. 

The information in the new Defense Inci
dent Base Reporting System also will be 
shared with the Justice Department. Other 
federal agencies are under the same mandate 
to report crime in their ranks to the Justice 
Department, but many have not complied ei
ther, Pentagon officials noted yesterday. The 
Army also has set up a military-civilian 
panel to review its efforts to combat sexual 
harassment. 

House Speaker Newt Gingrich (R-Ga.) sent 
a letter Wednesday telling Rep. Floyd 
Spence (R-S.C.), chairman of the House Na
tional Security Committee, that Congress 
should monitor closely all the military serv
ices' reviews of sexual harassment preven
tion programs. 

Gingrich urged all House members to visit 
Aberdeen. 

A group of congresswomen, mostly Demo
crats, plans to visit the base in mid-Decem
ber. 

DEFENSE INCIDENT-BASED REPORTING SYSTEM 
[DIBRSJ 

Potential Question: What is DIBRS? 
The Defense Incident-Based Reporting Sys

tem (DIBRS) is a data collection system and 
repository designed to meet the Depart
ment's needs for oversight of law enforce
ment activities. DIBRS collects and reports 
violations of the Unified Code of Military 
Justice (UCMJ). It will permit the Depart
ment to respond to requests for statistical 
data on criminal offenses and other high-in
terest issues including suicide, sudden infant 
death syndrome, fraternization, and sexual 
harassment. When finished, DIBRS will pro
vide a standard data system that tracks, 
criminal incidents from initial allegation to 
final disposition through the law enforce
ment, criminal investigation, command ac
tion, judicial and corrections phases. 

Potential Question: What is DIBRS' rela
tionship to the Uniformed Crime Reporting 
Act of 1988, the Victims Rights and Restitu
tion Act of 1990, and the Brady Handgun Vio
lence Protection Act of 1994? 

Answer: Data requirements for the Uni
formed Crime Reporting Act and the Brady 
Handgun Violence Protection Act are part of 
DIBRS. These data will be extracted from 
the DIBRS data based and transmitted to 
the FBI as required by statute. DIBRS also 
permits us to monitor and measure compli
ance with the Victims Rights and Restitu
tion Act. 

The Uniformed Crime Reporting Act estab
lished the National Incident-Based Reporting 
System (NIBRS), the national counterpart of 
DIERS (see attachment). NIBRS collects and 
annually reports statistics on crime in the 
Unite.d States. At present only ten states and 
no federal agencies are fully compliant with 
the provisions of NIBRS. 

Under the Victim Rights and Restitution 
Act, victims and selected witnesses must be 
notified of their rights at certain phases of a 
case from the time of initial contact by law 
enforcement through the investigation 
phase, prosecution phase, and if the case re
sults in confinement, of change in confine
ment status. The confinement authority 
must advise the victim or witness of an in
mate 's status, to include length of sentence, 
anticipated earliest release date, place of 
confinement, the possibility of transfer, the 
possibility of parole or clemency, release 
from confinement, escape, and death. 

Under the Brady Handgun Violence Protec
tion Act, the DoD must report to the FBI: 

Persons who are under indictment for, or 
have been convicted in any court of, a crime 
punishable by imprisonment for a term ex
ceeding one year, 

Persons who are fugitives from justice; 
Persons who are unlawful users of, or ad

dicted to, any controlled substance; 
Persons who have been adjudicated as men

tal defectives or who have been committed 
to a mental institution; and, 

Persons who have been separated from the 
Armed Forces with a dishonorable discharge. 

Potential Question: Will DIBRS report all 
instances of Sexual Harassment in the Serv
ices? 
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Answer: DIERS will report only those inci

dents of sexual harassment that are reported 
to DoD law enforcement personnel or adju
dicated via the UCMJ. This would include in
cidents investigated by equal opportunity 
advisors and subsequently referred for action 
under the UCMJ. Sexual harassment com
plaints that are reported to and investigated 
by equal opportunity advisors and deter
mined to be unfounded would not necessarily 
be forwarded as DIERS reportable incidents. 
This distinction between DIERS reportable 
incidents is necessary to protect the identi
ties of both alleged victims and alleged of
fenders, as well as preserving the integrity of 
service equal opportunity organizations as 
alternative means of reporting, inves
tigating, and resolving interpersonal dis
putes. 

Potential Question: How much does DIERS 
cost? 

Answer: Approximately $30 million. This 
figure includes Army: $3.9 Million, excluding 
Judge Advocate; Navy: $11.5 Million; Marine 
Corps: $5.5 million; and Air Force: $5.1 mil
lion. 

These figures are still approximate, as we 
are attempting to accelerate development of 
this much-needed system into this Fiscal 
Year. 

Potential Question: When does the Depart
ment expect to have DIERS completed? 

Answer: DoD Manual 7730.47, which the 
USD(P&R) signed on November 29, 1996, di
rected the Air Force to begin reporting with
in 90 days of that date (March 1, 1997). The 
Navy and Marines were next at the 270 day 
point (August 26). The Army had 360 days to 
achieve compliance. The Defense Manpower 
Data Center, the DoD repository for DIERS, 
has begun working with Air Force and Ma
rine Corps data. · 

Potential Question: Why did it take so 
long to develop DIERS? 

Answer: Work on DIERS began in FY 1994. 
The Directive for DIERS was in coordination 
and revision for over one year. That Direc
tive and its accompanying manual are now 
signed and implementation is underway. 
This year, we expect to be the first Federal 
agency to join the ten states who currently 
are reporting NIBRS data to the FBI. 

Mr. MURTHA. Mr. Chairman, will 
the gentlewoman yield? 

Mrs. MALONEY of New York. I yield 
to the gentleman from Pennsylvania. 

Mr. MURTHA. Mr. Chairman, we will 
work out something that will force the 
Defense Department to adhere to what 
we suggested last year and what the 
gentlewoman is suggesting here. They 
should come up with figures which are 
reasonable. We will certainly try to 
work something out. 

Mrs. MALONEY of New York. Mr. 
Chairman, I thank the gentleman. 

Mr. Chairman, I ask unanimous con
sent to withdraw the amendment. 

The CHAIRMAN. Is there objection 
to the request of the gentlewoman 
from New York? 

There was no objection. 
The CHAIRMAN. The amendment is 

withdrawn. 
AMENDMENT OFFERED BY MR. FILNER 

Mr. FILNER. Mr. Chairman, I offer 
an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. FILNER: 
Page 100, after line 15, insert the following 

new section: 

SEC. . None of the funds provided in this 
Act may be used to transfer any of the Ma
rine Corps helicopters and associated support 
personnel located at El Toro Marine Corps 
Base, California, and Tustin Marine Corps 
Base, California, to Miramar Naval Air Sta
tion, California. 

Mr. FILNER. Mr. Chairman, this is a 
bill affecting the national security of 
the United States. I thank the Chair 
and the ranking member for all the 
work on this bill. 

I have an amendment which pertains 
to my home town of San Diego, an 
amendment which I believe will pro
tect the citizens of my city by pre
venting the serious negative impacts to 
their health, safety, and environment 
associated with the arrival of a Marine 
Corps helicopter fleet. 

Mr. Chairman, the 1995 Base Realign
ment and Closure Commission, as we 
call BRACC, specifically eliminated 
the mention of Miramar Naval Air Sta
tion as a receiving base for the heli
copters under discussion. That is to 
say, this amendment has nothing to do 
with a BRACC decision. The BRAC 
Commission realigned Miramar Naval 
Air Station to Miramar Marine Corps 
Station, but said nothing about these 
helicopters. So we are not in this 
amendment interfering with any 
BRACC decision. 

0 1430 
Miramar Air Station is situated in 

the middle of a populated area of San 
Diego, a populated area now scheduled 
to receive up to 163 of these heli
copters, 163 huge 99-foot CH-53 Super 
Stallions, CH-46 Sea Knight transport 
helicopters. 

Now, I have heard from some folks 
that such amendments should not 
micromanage what the Defense Depart
ment is doing. 

Mr. LEWIS of California. Mr. Chair
man, will the gentleman yield? 

Mr. FILNER. I yield to the gen
tleman from California. 

Mr. LEWIS of California. Mr. Chair
man, I appreciate my colleague yield
ing to me. 

My colleague mentioned that this 
was not designed to interfere with any 
base closure recommendation, and I 
agree with his position. But let me re
mind the gentleman as well as the 
House that in the initial base closure 
go-round where this recommendation 
was made, the commission actually 
recommended that the very helicopters 
the gentleman is talking about leave 
Orange County and go to 29 Palms, CA, 
to a marine base where they would wel
come these helicopters. Frankly, I can
not understand why they shifted that 
decision, except maybe some people 
want to live near the beach. 

In the meantime, if the gentleman 
would consider somewhere along the 
line amending this a bit to look ·at 29 
Palms, I probably would not be of
fended. 

Mr. FILNER. Mr. Chairman, reclaim
ing my time, I would be happy with a 

friendly amendment from the gen
tleman. I agree with the gentleman 
there seem to be better places for these 
helicopters. 

I have been asked by several people 
why I am micromanaging a Defense De
partment decision. I do not call a deci
sion which affects over 600,000 resi
dents, thousands of businesses, and 154 
schools micromanaging. These heli
copters will fly at 1,500 feet or below. 
The potential for loss of civilian life 
and property is great. 

Just recently, Mr. Chairman, in Oki
nawa, Japan, the Pentagon said to the 
Japanese, who had concerns about 
these helicopters in their area, they 
will build a floating heliport to sepa
rate the helicopters from jet fighters, 
saying it would be extremely difficult 
to control the traffic of the slower 
choppers with fixed wing aircraft. It 
was a safety concern. 

If the Pen tag on is willing to spend 
money in Japan to significantly reduce 
the burdens and threat to the people in 
Okinawa, why will they not do the 
same thing for my constituents in San 
Diego? We are being treated dif
ferently, and I do not know for what 
reason. 

These helicopters will discharge 1,600 
tons of air pollutants per year. That 
significantly affects our quality of life 
but, even more importantly, may bring 
the city of San Diego into a worse clas
sification in terms of our air quality 
and, therefore, bring restrictions which 
will slow our economic growth. We 
should not allow such environmental 
impacts to affect our economic growth. 

Most of the residents near this 
Miramar Naval Air Station oppose the 
relocation of helicopters. They believe 
the Navy misrepresented the facts in 
their environmental impact statement. 
One resident said to me, "What is 
going on here? These marine heli
copters are noisy, dangerous, polluting 
weapons of war. They have no business 
flying over densely populated areas. 
They are a disaster waiting to happen. 
The Pentagon's thinking is inex
plicable.'' 

Now, Miramar Naval Air Station is 
not directly in my own district, but my 
constituents will be affected by the 
pollution, by the potential slowing of 
economic growth because of that pollu
tion and, equally important, I have in 
my district a naval helicopter station 
now. We understand that to somehow 
meet the concerns of the folks who live 
around the Miramar Naval Air Station, 
they might want to conduct some of 
their flight training in my district. 

So bringing these helicopters in af
fects the noise levels of tens of thou
sands of people, it affects the quality of 
life, it affects our environment, it af-. 
fects the safety. This is not a decision 
that ought to be ratified by this Con
gress, and my amendment would pre
vent any funds from being used to 
transfer those helicopters. 
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Mr. CUNNINGHAM. Mr. Chairman, I 

rise in opposition to the gentleman's 
amendment. 

I do not disagree with anything my 
colleague from California has said. In 
the very first BRACC, before this was 
even a concern, this Member sought to 
try and put fixed-wing aircraft with 
fixed-wing aircraft at Miramar. It is 
much more efficient. We lost that 
fight. 

During the second BRACC, when they 
decided to close El Toro and Hawaii 
and some other bases and move heli
copters, I also opposed helicopters 
coming to Miramar for some of the 
same reasons my colleague from Cali
fornia mentioned. 

We went throug·h the study of noise, 
we went through environmental, we 
went through the Secretary of the 
Navy. They said no. We went to Gen
eral Krulak. The Marine Corps said the 
helicopters are coming. We went to the 
Secretary of the Navy. They said the 
helicopters were coming. 

My colleague and I even went to the 
White House to try to get support from 
then Chief of Staff Leon Panetta, and 
after an extensive study, the Chief of 
Staff said the helicopters are coming. 
The President said the helicopters are 
coming. 

It is my responsibility to my con
stituents in whose area these heli
copters are coming to be truthful and 
to point out to them when there is, A, 
merit, which I think there is merit in 
the gentleman's amendment. But the 
chance of the amendment getting 
through is very, very small. It is like 
telling an MIA family that there are 
MIA's alive. We get their hopes up and 
then when it does not happen, it goes 
down. We have been through this year 
after year after year. 

I would say, Mr. Chairman, I have 
gone back and asked General Krulak, I 
have asked Jay Johnson in the Navy, I 
have asked the Secretary of Defense, 
and all the way up to the President, 
and they said that, no, this does inter
fere with the BRA CC decision and that 
it will not happen. 

So instead of getting my constitu
ents all in hopes that they are not 
coming, I would like to work with my 
colleague to make sure, first of all, the 
I- 15 corridor that goes up and down, 
which has Scripts ' Ranch and Rancho 
Bernardo, and a lot of the affected 
area. The FAA has been very forth
coming, and the administration has 
helped us with this, which I am very 
thankful for, but if it is IFR, under in
strument flight rules, we have limited 
the number of flights that go up and 
down the I- 15 corridor. If it goes to the 
east, over a certain departure , we have 
actually altered the departure route 
for that so it does not overfly much of 
the population. 

I cannot tell the gentleman the dif
ficulty it took or takes to change air
ways, because it affects everything. 

The third thing we have done is 
change the altitudes. They were going 
to go out a thousand feet. I would also 
like to work with the chairman. I live 
out here at the marina, and those heli
copters are coming by every morning 
and every night at 0-dark-hundred in 
the morning from the White House, and 
I want them stopped because they are 
noisy. And those things are about 200 
feet over the top of my boat, and it is 
going to stop. 

But I also want to point out that we 
have also lost, Mr. Chairman, six ma
rines in car accidents that have been 
forced to travel up and down the cor
ridor. Military construction for the 
base. And I think the helicopters are 
coming, I would say to my colleague, 
and we need to do everything that we 
can to make sure that, A, the military 
is welcome; that, B, we do everything 
we can to appease our citizens in South 
Bay and my district as well, and to 
work together on this issue. 

But I do not think the amendment 
will pass and I think the actual poten
tial of it ever making it through is 
zero. So for that reason I would oppose 
the gentleman's amendment. 

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

Mr. CUNNINGHAM. I yield to the 
gentleman from California. 

Mr. FILNER. Mr. Chairman, I appre
ciate the gentleman's kind words. The 
gentleman has been fighting this for 
longer than I, and we have fought to
gether. I would just suggest to the gen
tleman that with his support we could 
get it through. 

Mr. CUNNINGHAM. Reclaiming my 
time, Mr. Chairman, I would say that I 
will support the amendment, but I do 
not think it will pass. The reason I am 
hesitant in doing that is because if it 
gets my constituents' hopes up, I think 
they will get dashed. 

I will support the gentleman's 
amendment, but I do not think it will 
pass. 

Mr. FILNER. Mr. Chairman, I would 
hope with the gentleman's support, he 
can get his side, I will get my side, and 
we will get it passed. 

Mr. PACKARD. Mr. Chairman, I 
move to strike the last word, and to re-
1 uctan tly oppose my friend, but very 
forcefully so. 

The claim of the maker of the 
amendment is that this is not a BRACC 
issue. It really is a BRACC issue. It was 
in the BRACC in 1993 to make the 
tr an sf er, to close El Toro and to trans
fer the helicopters. This was a fixed 
wing, and the noise has always been at 
Miramar. The helicopters replaced 
fixed wing but the noise will still be 
there. It will be a different noise, and I 
understand that, but that is not the 
real issue. 

In 1988 we established the BRACC 
process specifically to prevent the 
President and the Congress from med
dling in the closing of bases and from 

politicizing it. We have very, very care
fully adhered to that purpose. We do 
not want to open up the process to 
where we can make changes in the 
BRA CC. 

It is my subcommittee that finances 
the closing of bases. We just completed 
voting on my bill that funds the final 
stage of closing El Toro and transfer
ring the helicopters to Miramar and 
constructing the facilities to accom
modate the transfer. $375 million has 
been appropriated to close the base and 
to transfer the helicopters. All but $48 
million of it is being spent and has 
been appropriated. 

The $48 million final part is in this 
year's military construction bill. We 
voted on that just 3 weeks ago here on 
the floor of the House. All but 14 Mem
bers of the House voted for it, includ
ing the maker of this amendment, 
which had $48 million to complete the 
transfer of the helicopters to Miramar. 
The gentleman has already voted on it 
and voted in favor of it. 

Aside from that, let me read care
fully the amendment. "None of the 
funds provided in this act," in this bill 
before us today. There are no funds in 
this bill today to transfer the heli
copters. So the amendment really has 
nothing to do with this bill. It will not 
eliminate, add to, or change the alloca
tion of this bill whatsoever. 

So I would sugg·est that the gen
tleman withdraw the amendment, be
cause it has absolutely no bearing upon 
this bill and, to be very honest with my 
colleagues, as the gentleman from Cali
fornia [Mr. CUNNINGHAM] outlined, it 
has gone through review after review 
after review, all the way to the Presi
dent, and in every case the answer 
came back exactly the same, no 
change. No change in the BRACC. 

The last thing this Congress ought to 
do today is open up the chance of 
changing BRACC, because that is what 
we established BRACC to do. I had 
probably half a dozen to a dozen re
quests to alter the BRACC process in 
my bill 3 weeks ago. I rejected every 
one of them. Because the moment we 
open that door, that is the moment 
that the whole BRACC process will un
ravel. And the last thing I want to do 
is to reject my colleagues in Florida 
and here and there throughout the 
country of making a change in BRACC, 
and then find one right next door to 
my district and say, well, I tend to 
agree that we should change that one. 
Absolutely not. 

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

Mr. PACKARD. I yield to the gen
tleman from California. 

Mr. CUNNINGHAM. Mr. Chairman, I 
agree with the gentleman partially, ex
cept that I intentionally put in the lan
guage that would allow this to happen. 
The only problem is that every source 
we have gone to has said no, it will not 
happen. 
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The gentleman is correct, there is no Mr. FRANK of Massachusetts. I yield 
money to make it happen. And we tried to the gentleman from California. 
every effort, whether it was 29 Palms Mr. FILNER. I understand that. But 
or whether it was March or what, we this authority has not yet passed on it. 
thought it was a better avenue . I still Many of those decisions were based on 
do. The language is in there that would an environmental impact statement, 
allow it, but none of the sources that ·which is being challenged in court 
would allow us to do that at this time right now as being, at the least, dis
will allow it to happen. honest and, at the worst, deliberately 

Mr. PACKARD. Mr. Chairman, re- misrepresenting the facts in terms of 
claiming my time, I appreciate the the environmental impacts. So other 
gentleman's comments. I urge my col- authorities have ruled. I would like 
leagues to vote against the amend- this Congress to rule. 
ment, primarily from the standpoint of Mr. FRANK of Massachusetts. Mr. 
not the parochial issue but the fact Chairman, I yield back the balance of 
that we do not want to meddle in the my time. 
BRA CC process. That would be a prece- The CHAIRMAN. The question is on 
dent that I think would .be unaccept- the amendment offered by the gen-
able. tleman from California [Mr. FILNER]. 

And I strongly urge my colleagues, if The amendment was rejected. 
this comes to a vote, to vote against it. AMENDMENT OFFERED BY MR. SHAY S 

I would hope that the gentleman-would Mr. SHAYS. Mr. Chairman, I offer an 
withdraw the amendment. amendment. 

Mr. FRANK of Massachusetts. Mr. The Clerk read as follows: 
Chairman, I move to strike the req- Amendment offered by Mr. SHAYS: 
uisite number of words. Page 100, after line 15, insert the following 

· new section: 
Mr. FILNER. Mr. Chairman, will the SEC. . The total amount obligated from 

gentleman yield? new budget authority provided in this Act 
Mr. FRANK of Massachusetts. I yield may not exceed $244,415,000,000. 

to the gentleman from California. Mr. SHAYS. Mr. Chairman, this is a 
Mr. FILNER. Mr. Chairman, I thank freeze amendment. This is an amend

the gentleman for yielding to me. I do ment that says we are going to spend 
not want to prolong this debate beyond no more next year than we spent this 
a couple more minutes. I want to point 
out to my good friend from California, year on defense. It is a recognition on 
Mr. PACKARD, here is a copy of the the part of this Congress that we are 
BRACC report. It specifically says, slowing the growth of entitlements, we 

are truly cutting parts of domestic 
" and change a previous recommenda- spending, and we are saying that the 
tion that says that these helicopters defense budget, which constitutes basi
may be moved to other air stations 
consistent with operational require- cally half of what we vote out and ap
ments. ,, propriate, should be under the same 

That is, the BRACC report opens the basic scrutiny. 
door to several other alternatives. It is a recognition on the part of this 
Those alternatives do exist. We have Congress that we need to look at the 

fact that the cold war has ended and we 
heard the gentleman from California are waging a different type of warfare. 
[Mr. CUNNINGHAM] saying that was his In many cases, it is an economic war
change. My other colleague, the gen-
tleman from California [Mr. LEWIS] has fare. In many cases, it is a warfare 
suggested other alternatives, and other against terrorism. This amendment is 

a recognition that we need to look at 
communities who are negatively af-
fected by base closures want these heli- all our weapon systems and determine 

that some need to go forward and some 
copters. It is not inconsistent with need to be discontinued in terms of re
BRACC. 

Mr. PACKARD. Mr. Chairman, will search and development but not de-
the gentleman yield? ployment. It is a recognition that this 

Mr. FRANK of Massachusetts. I yield Republican Congress will realize that a 
to the gentleman from California. freeze is not a cut, as we have said 

Mr. PACKARD. Mr. Chairman, I when we have argued against domestic 
thank the gentleman from Massachu- spending. It is a freeze. It is a recogni
setts for yielding to me. tion that we need to look at our de-

The point the gentleman from Cali- fense budget with the same kind of 
fornia [Mr. CUNNINGHAM] brought out, scrutiny and desire that we have 
though, was that the yery decision of looked at other parts of the budget. It 
transferring the helicopters, not any is a recognition that, if we are going to 
other part of the decision of transfer- get our country's financial house in 
ring the helicopters to Miramar, was order, we cannot allow the defense 
reviewed time and time again by every budget to go up. 
agency, all the way up to the Presi- Mr. Chairman, I yield to the gen
dent , and they all came back with the tleman from Massachusetts [Mr. 
same decision: The helicopters should FRANK], a cosponsor of this amend
go to Miramar. ment. We have a number of cosponsors, 

but he is the primary partner. 
D 1445 

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

Mr. FRANK of Massachusetts. Mr. 
Chairman, I thank the gentleman from 
Connecticut [Mr. SHAYS] for yielding. 

Let me anticipate one argument. 
This is not an across-the-board cut. 
This would, if it passed, have the Sub
committee on Appropriations, in con
ference , have the authority to allocate 
where to reduce what they ask for. And 
if they have trouble fingering places, I 
will suggest some: Funds for Bosnia; 
the funds for the expansion of NATO 
beyond our fair share. Maybe they are 
even talking about not sending 100 offi
cers over here to help us do our job. 

The point is that we are talking 
about the largest single operational 
budget in the Federal Government, and 
we are saying, at a time of great aus
terity, at a time when we are admit
tedly cutting back on programs that 
are of gTeat value in a number of areas, 
we would ask the Defense Department 
to participate. 

A number of Members here have said 
that they think we are overextended. 
We have passed legislation in this 
House that has said to the administra
tion, cut back, you are overextended 
here, you do not belong over there. 

They will continue to ignore those 
with absolute impunity until this 
House does the one thing it can do to 
restrain excessive interventionism, and 
that is reduce the funding. We know 
that from our history. What this bill 
then says is to Members who think we 
are excessively engaged here or there, 
we will trust the appropriations sub
committee. They will tell us with false 
modesty that this will be a job much 
too hard for them. But I have more 
confidence in their ingenuity than 
that. · 

Given the mandate from this House 
to make this relatively small cut to 
bring it back to a freeze, they would 
have the option of restraining the ad
ministration from entering into or con
tinuing efforts which we do not think 
they should be in. They could crack 
down on waste. We could get serious 
about telling our allies in Europe that 
it is their turn to pick up some of the 
tab. 

Indeed, if we forced the Europeans to 
do just a little bit of what they ought 
to be doing, we could easily afford this 
cut. This at this point, because we are 
in a fire wall situation, would not be 
available for domestic spending. I wish 
it would. In later years, it might be. 

What we are talking about is another 
$3-plus billion of deficit reduction. I 
must say, as I look at how that deal is 
working· out, which I do not happen to 
be a fan of, some of my colleagues who 
are voting for it may need a little extra 
deficit reduction, because that deal is 
going to be a deficit increase for a 
while. 

So those of my colleagues who are 
planning to vote for the deal and claim 
credit for getting the deficit down 
might want to borrow our $31/2 billion, 
because they are going to need it, as I 
do the arithmetic, in the next year. 

But, in any case, it would be a very 
grave error to continue spending at the 
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level that the committee asked for, in
creasing spending by a couple percent
age points, continuing to fund exces
sive intervention, continuing to fund 
the subsidy of our Western European 
allies. All we do in this amendment is 
say to the Appropriations Sub
committee we have confidence that 
you, if you ask for a fair shake for 
America in the world, can make this 
small saving at a time when we are in 
fact putting the crunch to program 
after program after program. 

I thank the gentleman from Con
necticut [Mr. SHAYS] for his leadership, 
and I yield back to him. 

Mr. SHAYS. Mr. Chairman, in con
clusion, we urge adoption of this freeze 
amendment to the defense budget. 

Mr. YOUNG of Florida. Mr. Chair
man, I rise in opposition to the amend
ment. 

I reluctantly oppose my good friend, 
the gentleman from Connecticut [Mr. 
SHAYS], because he is such a gentleman 
and is always so accommodating when 
there are legislative matters before the 
House. But I have to respond to some 
of the comments he made. 

He said we cannot allow defense 
spending to continue to go up. This, 
Mr. Chairman, is the 13th year in a row 
that defense investment has gone 
down. In the last 10 years, the active 
duty forces have declined by 714,000 
uniform personnel. The civilian work 
force has declined 318,000 personnel. 
The Guard and Reserve have been re
duced by 267,000 uniform personnel. 

In constant fiscal year 1998 dollars, 
the defense budget has declined by $120 
billion in the last 10 years. In constant 
fiscal year 1998 dollars, the procure
ment budget has declined by $65.7 bil
lion, or 70 percent, in the last 10 years. 
The budget request for procurement is 
the lowest since before the Korean war. 
So this defense budget has not been 
continuously going up. It has been con
tinuously going down. And we are try
ing to level it off. This amendment 
would cut $4 billion out of this bill. 

The number in this bill is consistent 
with the defense numbers agreed to in 
the budget agreement. It is consistent 
with the House-passed budget resolu
tion. It is consistent with the House
passed defense and intelligence author
ization bills. This amendment, Mr. 
Chairman, would undermine all of 
those agreements that have been 
agreed to by the House. 

Besides, this amendment would leave 
it to the administration or the Pen
tagon to determine where the cuts 
would be. I do not think the Members 
of the Congress want to allow that to 
happen. We are the ones that are sup
posed to make these kinds of decisions. 

The gentleman has suggested that 
the defense bill should have the same 
scrutiny as all other budgets. Let me 
point out, most of the other budgets 
have gone up. The defense budget has 
gone down, as I just said. But if Mem-

bers will read the report published by 
this subcommittee, they will learn that 
we have scrutinized every one of these 
budgets. We have killed off some of the 
programs. We have reduced some of the 
programs. And we have accelerated 
some of the programs, as the gen
tleman from Connecticut [Mr. SHAYS] 
has suggested. So we have done that. 

This is a good bill. To cut $4 billion 
out of this bill, let me tell my col
leagues what it would take. This would 
take it down to the President's budget 
number, basically. We added $60 mil
lion above the President's budget for 
housing· allowances for members of the 
military. We added medical research 
and operations increases above the 
budget request for $370 million, includ
ing $125 million for breast cancer re
search that we talked about so much 
today. We provided $79 million, a 25-
percent increase over last year's level, 
for the DOD programs dealing with gulf 
war illness. We provided $99 million 
above the budget for combat training 
programs; $622 million above the budg
et for Navy and Air Force shortfalls in 
flying hours and spare parts related to 
flying hours, training. We provided $925 
million above the budget for real prop
erty maintenance, including barracks 
repair and renovation. 

We added $184 million above the 
budget for the Guard and Reserve 
forces operation and maintenance pro
grams; $473 million above the budget 
request for depot maintenance. We pro
vided $713 million, $60 million over the 
President's budget, or nearly 10 percent 
above the budget request, for DOD 
counterdrug and drug interdiction pro
grams. 

This list goes on and on, Mr. Chair
man. Which of those programs do my 
colleagues want to cut? If the Shays
Frank amendment is agreed to, those 
will all have to be cut and a whole lot 
more. I just do not think the Members 
of this House want to do that. 

As we prepared to go to markup, we 
had requests for adds above the Presi
dent 's budget of $20 billion. By the 
time we found the duplications and 
where several requests included the 
same request, we g·ot it down to about 
$12 billion above the budget request. 
The subcommittee worked through this 
problem, and we bring a bill today that 
is above the President's budget request 
but it is in line with our budget resolu
tion, the authorization bills. 

We ought to defeat this amendment 
out of hand because it would make 
such a slash, a drastic meat ax cut in 
the defense funding for the next fiscal 
year. Oppose this amendment. 

Ms. FURSE. Mr. Chairman, I move to 
strike the requisite number of words. 

Mr. Chairman, I rise in support of the 
Frank-Shays amendment. This would 
make this year's Pentagon spending 
equal to that of last year's. This year 
we are accomplishing a very historic 
task, we are bringing the Federal budg-

et into balance in the next 5 years. But 
what that means is that we have to 
now begin to set some sensible budget 
priorities. 

I do not think it is sensible to con
tinue cold war spending priorities. I 
think we have heard a lot of figures, 
but maybe I could simplify this by 
talking about the fact that there are in 
fact two budgets. One is a discre
tionary budget. The other is entitle
ments. I have a picture here of the dis
cretionary budget so that the Amer
ican people will understand what we 
are talking about because pictures 
really are probably easier than all 
these figures. 

What it shows in this picture is that 
the discretionary budget of this his
toric agreement, 52 percent goes to the 
Pentagon and 48 percent of discre
tionary spending goes to everything 
else. Well, what does everything else 
include? Agricultural, commerce, com
munity development, education, en
ergy Federal retirement, health, inter
national, justice, natural resources, 
science, transportation, and veterans. 
All those things are funded out of the 
48 percent that is left over. 

So I would say that these are mis
placed priorities. It is time to change 
the focus of the priorities to reflect on 
the fact that national security means 
more than outdated cold war systems, 
it means providing our children with a 
quality education. 

How wonderful it would be if national 
security would include access to health 
care for our families and for everyone a 
safer place to live and to learn. Now re
cent reports show that our children, 
the children of America, are at more 
risk than their contemporaries in any 
other industrialized nation in the 
world. 

We are first, however, in military 
technologies in preparedness, in ex
penditures. But we are 18th in infant 
mortality, 17th in low birth weight ba
bies, and we are the last in protecting 
our children against gun violence. We 
spend more on the military than do the 
next eight countries combined. 

There are several weapons systems in 
this appropriations bill that were initi
ated during the cold war for the pur
pose of fighting the Soviet Union. If we 
were to cancel these, we would save 
over $500 billion. 

I would like to quote from an admiral 
of the U.S. Navy, Adm. Eugene Carroll, 
retired, who says, "For 45 years of the 
Cold War, we were in an arms race with 
the Soviet Union. Now it appears we 
are in an arms race with ourselves." 

0 1500 
If we can go home and brag about 

balancing the budget when all the pain 
comes from non-Pentagon spending, I 
think our constituents have something 
to ask us about. I urge my colleagues, 
support this sensible amendment. 
Begin to set our priorities straight. 
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Mr. LIVINGSTON. Mr. Chairman, I 
move to strike the requisite number of 
words, and I rise in opposition to the 
amendment. 

Mr. Chairman, I am delighted to hear 
those figures offered by the gentle
woman that just preceded me. I think 
she might be interested in looking at a 
chart that I have been carrying around 
for some time. We all remember the 
days of Camelot, the days of Jack Ken
nedy when all was good and peaceful 
and it never rained except at night. In 
those days, in the peak of the cold war, 
the United States spent half, not of the 
discretionary budget but of its entire 
budget on the defense of this Nation, 
because Jack Kennedy thought it was 
important to protect the American 
people against the onslaught of the 
Communist menace. Half of everything 
we spent is depicted in this lower yel
low portion of the discretionary budg
et. I might add, the nondefense discre
tionary was roughly a third of that re
maining. 

In today's chart, which I do not have 
in front of us, the picture has entirely 
changed. Defense has dropped from half 
of the entire budget to roughly one
sixth of the entire budget. Yet the por
tion of nondefense discretionary stayed 
effectively the same. It has grown with 
the budget. The budget has grown from 
$106 billion to $1.6 trillion today and 
nondefense discretionary is roughly the 
same. Entitlements have grown from 
what was a quarter to about 55, 56 per
cent of what we spend today, and inter
est on the debt has grown from a mere 
6 percent of the budget back in Jack 
Kennedy 's day to as much as we spend 
on the defense of this Nation, within $2 
billion to $5 billion. We spend as much 
on interest to service the debt that we 
have accumulated in the last 25 years 
as we spend on the defense of this Na
tion. The fact is the one big declining 
portion of the budget since Jack Ken
nedy's day has been defense. Defense 
has shrunk and everything else has 
grown astronomically. Since 1985 pro
curement for new weapons systems has 
declined between 75 and 80 percent. 

This administration has troops de
ployed to more corners of the world 
than perhaps any other preceding 
President, in peacetime. He did not 
want to pay for them because over the 
last 2 or 3 budgets he actually asked 
for between 7 to $12 billion in cuts in 
the defense budget. We did not do it. 
We froze the defense budget in real dol
lars, but the fact was when we count 
inflation, the budget shrank. Each and 
every year after inflation, the budget 
for the Defense Department shrank. In 
fact it has shrunk consistently since 
1985. 

I want to commend the gentleman 
from Florida [Mr. YOUNG] , the chair
man, and the gentleman from Pennsyl
vania [Mr. MURTHA] for doing an out
standing job in putting together a bill 
that makes up for some of the short-

falls proposed by this administration. 
This bill pays for the Reserve forces 
pay accounts, makes up for the short
falls in the Defense Heal th Program, 
pays for the Army's successful breast 
cancer research effort, pays and fully 
funds the Air Force and Navy flying 
hour and spare parts shortfalls, pays 
for the real property maintenance 
backlogs where we have young troops, 
young sailors, young marines, young 
airmen living in barracks that were 
built in World War II and are in deplor
able condition. This bill pays for drug 
interdiction program, Guard and Re
serve equipment, and missile defense 
program shortfalls. 

If we agree to this amendment, the 
fact is that we would go from what 
used to be one-half of the full budget, 
now is one-sixth of the budget, to a sig
nificantly smaller portion of the budg
et and in fact we would leave our 
troops underfunded and our country 
underdefended. I think that is an ap
palling lapse and I just do not think we 
can do it any more. We have shrunk 
enough. 

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

Mr. LIVINGSTON. I yield to the gen
tleman from Washington. 

Mr. DICKS. Mr. Chairman, I want to 
associate myself with the gentleman's 
remarks. The height of the Reagan 
buildup ended in 1985. We have cut this 
budget in defense every single year. We 
have cut it by over $100 billion. I be
lieve that we are now down at a point 
if we cut it any further, we are going to 
cause real problems in the military 
which has been deployed more than 
any military during the cold war. 
These numbers are absolutely accurate 
and defense spending has been cut too 
far. 

Mr. LIVINGSTON. Reclaiming my 
time, I appreciate the gentleman's 
comments. The fact is that between 
uniformed military and defense-related 
industry personnel, we have shrunk the 
whole defense establishment of this 
country by over 1 million people. If any 
portion of this budget has given since 
1962, the defense portion of the budget 
has paid more than its share. I urge the 
defeat of this amendment. 

Mr. RAMSTAD. Mr. Chairman, I 
move to strike the requisite number of 
words. 

(Mr. RAMSTAD asked and was given 
permission to revise and extend his re
marks.) 

Mr. RAMSTAD. Mr. Chairman, I rise today 
in strong support of the bipartisan Shays-Klug
Ramstad-Frank-Hinchey-Luther amendment to 
freeze fiscal year 1998 defense spending at 
fisc~year19971eve~. 

As we continue our efforts to balance the 
budget and reduce the Federal debt, each and 
every Government program, including de
fense, must be scrutinized for potential sav
ings. 

By freezing the defense budget we force the 
Pentagon to cut wasteful and duplicative pro-

grams and to live within their means, like 
every American family and business must do 
every day. 

This freeze is a modest reduction. In other 
words, this reduces the defense budget by 
only 1.7 percent or $4.3 billion. 

While I fully understand and strongly sup
port the need for a strong national defense, I 
believe freezing defense appropriations at last 
year's level will produce further Pentagon cost 
savings reforms, without endangering our na
tional security. 

Above all, it will show the American people 
that Congress treats all parts of the Federal 
budget fairly when it comes to cutting pro
grams, balancing the budget and reducing the 
deficit. 

I strongly urge you to support this amend
ment. 

Mr. DELAHUNT. Mr. Chairman, I 
move to strike the requisite number of 
words. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentleman yield? 

Mr. DELAHUNT. I yield to the gen
tleman from Massachusetts. 

Mr. FRANK of Massachusetts. I 
thank the gentleman for yielding. 

Mr. Chairman, I want to congratu
late the gentleman from Louisiana who 
just spoke. He managed to point out to 
the membership that since John Ken
nedy became President, we created the 
Medicare Program. 

It is true in 1962 defense was a much 
higher percentage of the total spend
ing. We had no Medicare Program. But 
that was not John Kennedy's fault. He 
wanted one. It is true that we had no 
environmental spending. So the argu
ment from 1962 in terms of percentages 
is built on the fact that in 1962 we had 
no environmental program, we had no 
Medicare Program, we had no Medicaid 
Program, and it is true that they have 
now reduced the total percentage. 

But it also has nothing to do with a 
rational decision about how much to 
spend. The point of defense spending is 
to be far stronger than your enemies. 
One thing has changed even more since 
1985 than the defense number and that 
is the nature of our enemy in the 
world. No one I know of thought at the 
time that the Soviet Union and its al
lies in the Warsaw Pact were not the 
major focus of our defense spending. 
There were other enemies, there was 
North Korea, there was Iran, but the 
major focus of our defense in every 
way, shape and form in terms of nu
clear and conventional was the Soviet 
Union and the Warsaw Pact. That has 
disappeared. 

There is no area of government where 
the objective situation has changed so 
greatly in our favor. Yes, we do have a 
potential problem with China. We have 
Iran and Iraq and Libya. We had those 
then. So, of course, we have cut spend
ing some since 1985. If what had hap
pened to the Soviet Union between 1985 
and now had happened to cancer, we 
would not have a National Cancer In
stitute. There has been a total col
lapse, a disappearance of the major 
enemy. 
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The question is, do we need to spend 

at the current level to be secure 
against Iraq and Libya, et cetera? The 
answer seems to me to be clearly no. Of 
course, we should be the strongest Na
tion in the world. It is much cheaper to 
be. The gentleman from Florida, the 
chairman of the committee, said this is 
what the budget agreement called for, 
this is what the authorization called 
for. The gentleman knows that those 
are ceilings, not floors. The budget res
olution, the authorization, they set 
ceilings. We are told at the time, this 
is the ceiling, this is the maximum. 
The notion that we always must appro
priate up to every penny of the author
izing and budget resolutions is clearly 
one this House rejects. 

The gentleman also inaccurately 
stated that this amendment would give 
the President the authority · to make 
the changes. Nothing could be clearer. 
If this amendment were to pass, the 
bill would go to conference and the 
conferees would have entire authority 
to change the spending priorities. 

The gentleman says, well, we would 
have to cut breast cancer, we would 
have to cut this. No . How about enforc
ing this House 's vote that said we 
should be withdrawing from Bosnia? 
This bill funds, and let us be clear 
about this, this bill funds a full 12 
months in Bosnia despite the· fact that 
this House voted that the Bosnia enter
prise should end June 30. This bill is in
consistent because it gives the admin
istration the money to keep the troops 
in Bosnia in July and August and Sep
tember over the vote of the House. 

This bill continues the practice of 
saying to France and Germany and 
England and Norway and Italy and Bel
gium, " You are objects of our charity." 
The worst example of cultural lag in 
the history of the world is that the 
United States taxpayers through this 
bill will be continuing to subsidize our 
NATO allies. We have voted several 
times to say they do not do enough. 
Their percentage of their spending of 
their GDP on defense far lags ours. 

Yes, defending Western Europe is in 
our interest, but let me make a state
ment that I hope is accepted. While de
fending Western Europe is in our inter
est, it is at least as much in the inter
est of the Western Europeans. Let me 
make it a 50-50 proposition. It is at 
least as important to Belgium and 
France and Italy that we defend Bel
gium and France and Italy as it is to 
the United States. But we would not 
know that from looking at the figures 
or from looking at the appropriations, 
because while people in those countries 
have health care , people in those coun
tries have much better unemployment 
compensation, their American equiva
lents may find themselves without 
health care , without unemployment 
compensation, without other things 
that we could use because we are sub
sidizing their defense , because we spend 

in many cases twice as much of our 
gross domestic product on defending 
them. 

So I say to the Committee on Appro
priations, work a little at it. Tell the 
administration that we are serious 
about withdrawing from Bosnia on 
June 30. We would save a billion or two 
there. They can do it if they put their 
minds to it. 

Mr. LEWIS of California. Mr. Chair
man, I move to strike the requisite 
number of words. 

Mr. Chairman, I did want to mention 
that it has been my privilege as a 
member of this subcommittee to sit for 
endless hours in the hearings of the ap
propriations subcommittee that han
dles our national security, and I rise 
simply to express my deep appreciation 
to the gentleman from Florida [Mr. 
YOUNG] and to the gentleman from 
Pennsylvania [Mr. MURTHA] for the 
phenomenal job that the two together 
have done in developing a highly bipar
tisan product that reflects the broad 
needs of our country. 

To say the least, even though it in
volves $4 billion or so , an across-the
board cut, the very authors of this 
amendment know, is the worst way to 
govern. You do not take a machete and 
go across the board. You end up in that 
process by hurting the very people you 
say you support, the young men and 
women who live in conditions that are 
considerably less than we would have 
them live in, the circumstances that 
impact the quality of life in terms of 
housing on the bases that are involved. 
Across-the-board cuts are the wrong 
way. Indeed, defense has paid the price 
over a number of years of shrinking 
budgets. This indeed is a very, very 
well-developed, well-balanced bipar
tisan, almost nonpartisan measure. I 
commend the committee for its work. 

Mr. BONILLA. Mr. Chairman, I move 
to strike the requisite number of 
words. 

Mr. Chairman, I rise in opposition to 
the amendment presented by the gen
tleman from Connecticut [Mr. SHAYS]. 
We have the highest standard of living 
in the world and have had for genera
tions now not only because we have 
wonderful people in this country work
ing hard every day but because of our 
military and because of the strength of 
our Defense Department. To propose a 
cut in spending on our military at this 
time would be a huge mistake. This 
money does not just provide the nec
essary weapons we need to maintain 
our freedom and liberty around the 
world but it provides money for train
ing, very important training that must 
go on regardless of whether we are in 
peacetime or war. It also provides for 
the maintenance necessary to keep our 
planes running and keep the tanks run
ning, keep the trucks going, keep all of 
those things ready in the event we do 
have a problem. All of this affects read
iness. 

The reason that we are at peace right 
now is because the strength of the mili
tary through these processes keeps us 
at a level where no one wants to mess 
with us and threaten our quality of 
life. Quality of life is what I started 
out talking about a moment ago. In 
this country regardless of our income 
bracket, whether we are at the top or 
bottom, the biggest concern we gen
erally have these days is whether or 
not we are going to be able to watch 
the video of our choice this weekend or 
what clothes we are going to be wear
ing this Saturday night or whethe.r or 
not we are going to be able to get a cell 
phone to use in our car. All of those 
things are a great, great accomplish
ment and a great testament to our 
quality of life in this country because 
our military allows us to maintain 
that standard of living. We are also 
talking about health care for our mili
tary troops and for retirees. There are 
situations in this country right now 
where retirees cannot get in to see a 
doctor when necessary because of the 
funding cuts over the years. 
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This bill tries to address all of these 

needs. 
It is a crime in this country when a 

military retiree has to wait 5 weeks to 
see a doctor. We are talking about peo
ple who saved the world in situations 
like World War II and saved the coun
try. How can we not provide them the 
funds necessary to see a doctor? 

This also includes money for pay 
raises , very important. We have still 
too many people serving in the mili
tary that are on food stamps, and it is 
a sad commentary on having that 
occur in this country in this day and 
age when our quality of life is so high 
in the civilian sector. 

The other thing that this affects 
greatly for those who support peace
keeping missions, and I do not, it 
threatens the ability for our military 
to serve in peacekeeping missions 
around the country and for situations 
like Haiti. Haiti has turned out to be a 
fiasco. Whether we had a peacekeeping 
mission there or not, the government 
is about to fall apart, and we have 
wasted probably $3 billion in Haiti. 

Mr. Chairman, those who support 
peacekeeping on the other side ought 
to be able to stand up and say, " Well , 
we can' t be gutting the military at this 
time because we need to pay for these 
peacekeeping missions as well. " 

So all of these things make a big dif
ference. To stand up here and say that 
the military ought to be the first place 
we ought to look to make cuts are very 
misguided. Let us enjoy our peacetime. 
Let us continue to enjoy it providing 
the military the funds that they need 
to do the job right not only for this 
generation, but for generations to 
come. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I move to strike the req
uisite number of words. 
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Mr. Chairman, I am delighted to see 

other Members here to join this debate. 
We are talking about the largest single 
appropriation. It seems to me appro
priate that we ought to fully air it. 

First of all, I was disappointed my 
friend from California had to rush off 
the floor and could not yield to me be
cause he, I do not think, and he is 
back, good; he did not perhaps read the 
amendment when he said it is an 
across-the-board cut. It simply is not. 
An across-the-board cut, as we all 
know, means we cut every i tern by the 
same percentage. This amendment does 
not do that, and I am flattered that he 
apparently thinks the real amendment 
would be hard to criticize so he criti
cized a nonexisting amendment. And I 
would join him in opposing that non
existing across-the-board amendment, 
if offered. 

This amendment clearly says the 
total amount obligated cannot exceed 
X, and if it passes without question it 
is then within the province of the ap
propriations subcommittee in con
ference to comply with it. It would be 
entirely their choice. The President 
would have nothing to say. He would 
get a bill that would have to be this 
total, but what the components were 
would be entirely up to them. And so 
they would not have to cut these other 
things. 

They could, as I have said before, en
force this House's view about Bosnia, 
and let us be clear we had a large ma
jority that said we want to pull out of 
Bosnia by June 30. Why then is the 
Committee on Appropriations fully 
funding them to stay there for 12 
months? 

We have had the House say that we 
are picking up a disproportionate share 
in Europe. My friend from Massachu
setts who yielded to me noted we ought 
to compare what the average worker 
gets in health benefits and unemploy
ment compensation and tuition for 
higher education. In every case they 
get a better deal than the American be
cause the American gets to pay for 
Germany's defense and Belgium's de
fense and France's defense because the 
percentage that we pay far exceeds 
theirs, and this appropriations bill 
funds a continuation of that inequi
table pattern. 

That is what we are telling the Com
mittee on Appropriations: Instead of 
all this talk about burden sharing you 
are the ones who can enforce it because 
you are the ones who can say to our 
European allies, " You will have to pay 
some more on your own." 

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

Mr. FRANK of Massachusetts. Mr. 
Chairman, I yield now to a man who 
has been genuine in his consistent in
terest in reducing the deficit, the au
thor of the amendment, the gentleman 
from Connecticut. 

Mr. SHAYS. Mr. Chairman, could I 
just inquire how much time the gen
tleman is yielding to me? 

The CHAIRMAN. The gentleman had 
5 minutes, and he has 21/2 minutes re
maining. 

Mr. ~HAYS. Mr. Chairman, the gen
tleman from Massachusetts [Mr. 
FRANK] has been totally consistent for 
years on the fact that we need to get 
our Defense budget in line with the 
other parts of our budget, and that is 
why I am more than happy to partici
pate in this bipartisan amendment to 
have this Congress, this Republican 
Congress, realize that we have waste, 
fraud, and abuse, believe it or not, in 
Defense budget as much as we have it 
in domestic programs. 

We have had hundreds of hearings on 
the waste and the fraud and the abuse 
and mismanagement that we see in do
mestic programs. We have hardly had 
any hearings on the waste and fraud 
and abuse that exists in the Defense 
budget. The gentleman from Massachu
setts [Mr. FRANK] and I and the spon
sors of this amendment want a strong 
national defense. We want in fact a 
stronger national defense than we have 
now. We do not feel though we can 
commit to so many programs, spread 
ourself so thinly and 'then come back 
to Congress and say we have to keep 
spending more. 

This is truly a freeze amendment. We 
are going to be spending about $244.4 
billion this year, and we are saying 
that we should spend about that 
amount next year. We are not cutting, 
we are not increasing; we are freezing. 
It is very disingenuous for people, par
ticularly my own side of the aisle, to 
start talking about the fact that ad
justing for inflation in this amendment 
is actually a cut and not a freeze. Well, 
if we say that, then let us be consistent 
with all the other programs that we 
say we are not cutting. 

Mr. Chairman, I am asking that we 
treat the Defense budget like we would 
treat any other budget. 

Mr. FRANK of Massachusetts. Re
claiming my time, Mr. Chairman, to 
say the gentleman made a very good 
point. When we find fraud or waste in 
other programs, our impulse is to cut 
those programs to penalize them. 
Where we have found in · the intel
ligence budget, which is part of this ap
propriation; remember, this includes 
the intelligence budget, the people who 
have the disappearing $4 billion that 
they got to keep. Our approach is when 
we find a waste in the national secu
rity area to give them more money to 
make up for what they wasted. The in
centive for efficiency in this area is 
zero, the incentive to cut back in over
extended interventions is zero, and the 
incentive this budget gives the admin
istration to make our allies, our 
wealthy allies, pay a fairer share is 
also zero. That is what the freeze would 
accomplish. 

Mr. DICKS. Mr. Chairman, I move to 
strike the requisite number of words, 
and I rise in opposition to the amend
ment, and I just wanted to say before I 
will yield, and I am going to yield to 
my distinguished chairman; but before 
I yield, I just want to say that as my 
colleagues know, we have always had 
in this House a bipartisan coalition of 
Democrats and Republicans who have 
supported national defense and na
tional security throughout the years. 

One of the reasons we won the cold 
war: Because Congress steadfastly 
stood behind the administration, 
whether it is Democrat or Republican, 
and we continued to fund an adequate 
program for national security. We have 
cut that budget by $100 billion since 
1985. I think that is too deep. The 
Chairman of the Joint Chiefs, all the 
Joint Chiefs, wrote a letter to Perry 
saying we are $60 billion short. We need 
to get up to a level of $60 billion a year 
in procurement. We are well below that 
still. 

Mr. YOUNG of Florida. Mr. Chair
man, will the gentleman yield? 

Mr. DICKS. I yield to the gentleman 
from Florida [Mr. YOUNG], who has 
done a great job, he and the gentleman 
from Pennsylvania [Mr. MURTHA], in 
bringing this bill to the floor. 

Mr. YOUNG of Florida. I just wanted 
to say, Mr. Chairman, that it is obvi
ous to me that the sponsors of this 
amendment, as well meaning as they 
are, have not read our report because 
in this report we explain how we cut 
over 200 programs from this bill, which 
is, by the way, the 13th appropriations 
bill for national defense, 13th one in a 
row that is less than the year before in 
actual purchasing ability. We cut over 
200 programs. They are described in 
this report, and we targeted the Pen
tagon bureaucracy and their overhead. 
The QDR recommended certain reduc
tions for next year; we took them for 
this year, $325 million worth. Other 
headquarters reductions, we took $149 
million; civilian personnel overbudg
eting, we took $245 million; for consult
ants and advisory services, we took 
$210 million; for defense dual use and 
commercialization programs, we took 
$188 million. We stopped certain pro
grams. JASSM; $140 million, we took 
out of the program. In appropriating 
budgeting and working capital funds, 
we took out $111 million; automated 
data processing programs, excess 
growth in the programs, we took out 
$110 million; excess defense supply in
ventory, we took out $100 million, the 
Joint Aerostat Program, we could not 
find anybody that supported it so we 
terminated it, $93 million; the im
proper use of RDT&E funding for using 
RDT&E money for procurement, we 
stopped that, $71 million we took out; 
growth in federally financed research 
centers, $55 million we took out; 
growth in civilian employee travel, $52 
million we took out. 
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The list goes on and on. We took out 

a lot of money that we did not think 
was being spent wisely. We have scruti
nized this bill probably better than any 
other appropriations bill that has been 
on this floor. We have scrutinized every 
section of it, and we have come up with 
a bill that has been agreed to by the 
authorizers, both intelligence and the 
House Committee on National Secu
rity, a bipartisan coalition of the ap
propriation subcommittee, the Com
mittee on Appropriations, all of the 
votes on the House. This is a good bill, 
and to try to cut it by $4 billion just 
takes away things that are important 
to those who serve in our military. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentleman yield? 

Mr. DICKS. I yield to the gentleman 
from Massachusetts. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, let me say the gentleman 
noted that the defense budget had gone 
up to 385, as I understand it, which I 
thought was too high then, but he said 
we have cut it $100 billion. That is 
what; about a 30-percent cut? I would 
ask the gentleman from Washington 
this: 

Given the collapse of the Soviet 
Union and the switch of sides of so 
many leading nations in the Warsaw 
Pact to where they are now about to 
join NATO, would he say there has 
been at least a 30-percent reduction in 
the physical threat faced by the United 
States. since 1985? 

Mr. DICKS. Regaining my time , I 
would say this to the gentleman from 
Massachusetts. 

The CHAIRMAN. The time of the 
gentleman from Washington [Mr. 
DICKS] has expired. 

(By unanimous consent, Mr. DICKS 
was .allowed to proceed for 1 additional 
minute.) 

Mr. DICKS. Mr. Chairman, I would 
say to the gentleman that what we 
have in the Soviet Union today is in 
many respects a more dangerous situa
tion than we faced before. 

Mr. FRANK of Massachusetts. Would 
the gentleman yield, because I want to 
congratulate him for keeping a 
straight face? 

Mr. DICKS. I cannot yield because I 
want to finish my statement. I would 
say that when we look at their nuclear 
weapons, when we look at the insta
bility in their society, when we look at 
the organized crime and the Mafia, I 
worry about the future of Russia, and 
they still have nuclear weapons, and 
those nuclear weapons are not pointed 
at anybody else. We may have them off 
target for 5 minutes. 

All I would say is and then we look at 
Iran, Iraq, we look at North Korea, 
look at emerging China, and I would 
tell the gentleman I think, and if he 
looks at the program we are trying to 
fund and sending these kids everywhere 
in the world, to Haiti, to Bosnia, and to 
everything else, we are, the military 

today is more deployed than it has 
been, and we have cut the money by 
$100 billion. 

Now we cannot have it both ways. We 
cannot ask these kids to go out there 
and not adequately train them, ade
quately equip them, and I think it 
would be a great mistake to cut this $4 
billion out in a meat ax approach here 
on the floor when we have got people 
who have always been opposed to de
fense, who were opposed to it during 
the cold war. 

Mr. MURTHA. Mr. Chairman, I move 
to strike the requisite number of 
words. 

Mr. Chairman, I just wanted to make 
a couple comments since we are talk
ing about the changes, and I have to 
say to the gentleman who is a gen
tleman that I do not reluctantly op
pose, I strongly oppose the gentleman's 
amendment. 

But in review of the Department of 
Defense program on breast cancer re
search, an advance copy that we re
ceived from the Institute of Medicine; 
now, as the Soviet Union declined, we 
in the defense subcommittee, the Sub
committee on National Security, tried 
to change the emphasis in the Defense 
Department. 

D 1530 
We tried to initiate programs which 

were important to quality of life. One 
of them was breast cancer. I personally 
started the breast cancer research pro
gram with $35 million several years 
ago. It must have been 5 years ago. 
Since that time, we have spent $500 
million in breast cancer research. 
There have been questions on both 
sides of the aisle whether this was a 
good program, whether NIH should be 
handling the program and not the De
fense Department. 

Here are the conclusions of the Na
tional Academy of Sciences: 

The committee concluded that USAMRMC 
has succeeded in establishing a fair peer re
view system, a broad-based research port
folio, by stimulating scientists from a wide 
range of disciplines to participate as appli
cants, reviewers, and advisors. 

We are talking about the cancer pro
gram in the Department of Defense. 

The committee commends the Army for 
developing such a program under the serious 
time constraints and fluctuations in funding 
that have characterized the program to date. 
Moreover, the program fills a unique niche 
among public and private funding sources for 
cancer research. It is not duplicative of other 
programs and is a promising vehicle for forg
ing new ideas and scientific breakthroughs 
in the Nation's fight against breast cancer. 
Among the most outstanding features of the 
program are the flexible approaches for set
ting priorities annually, the involvement of 
breast cancer advocates and the consumers 
in the giant peer review process, and the 
level of commitment and diligence of the in
dividuals who serve the program in various 
capacities. · 

Mr. Chairman, this program started 
because of women, spouses, dependents 

in the Defense Department who came 
to me. I presented the program to the 
subcommittee. They agreed whole
heartedly something ought to be done. 
When we first presented it to the De
partment of the Army, they could not 
figure out what to do with the money. 
Finally, they started the program, 
which has received these rave reviews. 

We have started also an ovarian can
cer program. We started a program on 
ovarian cancer, on prostate cancer. The 
chairman of the committee, the gen
tleman from Florida [Mr. BILL YOUNG], 
started a bone marrow program which 
has had a phenomenal success in index
ing people who have had the possibility 
of being able to transfer bone marrow 
from one person to another. 

We have tried over the years to ex
pand the programs away from the past 
and to take care of quality of life, be
cause the tempo of operations has been 
so high and because we know quality of 
life is so important. We have troops 
that have spent three or four Christ
mases away from home. We have troops 
that have to get out of the service be
cause the families have been left alone 
so much. We have a real recruitment 
problem. We have tried to put money 
in those resources. 

Mr. Chairman, there is no question in 
my mind, the cuts that have been made 
in defense have been so severe with the 
tempo of operations that we are talk
ing about, that we are having a real 
problem with attracting the kind of 
people we want into the service. 

A couple of years ago I reported to 
the committee that I did not have the 
number of people applying to the acad
emies that I had had in the past. As a 
matter of fact, we had to have a couple 
hundred. Now it is down to 40 or 50. 
That is disappointing and discouraging. 
I realize the economy is in competi
tion. I recognize the fact that many, 
many people can make more money on 
the outside but are not willing to make 
the sacrifices. The quality of the troops 
is absolutely essential to the success of 
the military and the success of these 
deployments. 

I would hope the Members of Con
gress would oppose this amendment to 
cut 1 percent, or $4 billion, out of the 
defense budget. I would hope they 
would have confidence that we have al
ready passed a distribution which we 
do not think is enough but which we 
are abiding by, and that they will sup
port the committee in our transition, 
in moving away. 

We cut procurement from $120 to $40 
billion over the last few years. We have 
a problem in modernization, so we are 
trying to keep readiness up. We ask the 
support of the House so we can go for
ward with these quality-of-life pro
grams. 

Mr. DELLUMS. Mr. Chairman, I 
move to strike the requisite number of 
words. 

Mr. Chairman, first, I would like to 
indicate that I rise in support of the 
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Shays-Frank amendment. The prac
tical effect of this amendment is that 
it would freeze military expenditures 
to last year's level, deriving $3.9 billion 
in cuts. In supporting that amendment, 
I would like to make a few comments. 

First, the gentleman from Wash
ington, in the context of his remarks, 
used the term "those people who are 
always opposed to defense. " 

Mr. Chairman, our position has been 
over the years, without fail, that we 
need to spend what is necessary on de
fense, but let us have an honest, ra
tional, intelligent debate over what is, 
indeed, necessary. There is nothing 
very bright, very intelligent, very in
tellectual, to use phrases like " I am 
strong on defense." 

What does that mean? It is a bumper 
sticker slogan. We are supposed to be 
here to rationally and intelligently en
gage each other. Just because people 
rise to cut the budget does not mean 
they are opposed to defense. That is bi
zarre and extreme, and I challenge any
one to come to the mike and really 
make that case. 

Mr. Chairman, having said that, let 
me go to the second point. A number of 
my colleagues have marched into the 
well and argued that we have already 
cut the budget, we have already cut de
fense. Let us put that in its proper con
text. In the heyday of the height of the 
cold war, during the period of the 
1980's, we spent in excess of $300 billion 
per year, during the decade of the 
1980's, which means in that 10-year pe
riod we spent over $3 trillion on the 
military budget. 

The cold war is now over, Mr. Chair
man. During the period we were spend
ing $300 billion a year, 70 percent, ex
trapolating mathematically, that 
means $210 billion per year of that $300 
billion, was designed to prepare us to 
fight a war either with the Soviet 
Union or the Warsaw Pact. Like magic, 
Mr. Chairman, the Soviet Union no 
longer exists. Communists cannot be 
elected President of the Soviet Union. 
It no longer exists. A democrat is now 
President of Russia. The Warsaw Pact 
no longer exists. 

Do Members have to be brilliant 
rocket scientists to understand that if 
we are spending $300 billion a year, 70 
percent of that money designed to fight 
two enemies that no longer exist, that 
we certainly can reduce the military 
budget? No, we do not have to be very 
bright, just to have what my grand
mother used to call mother wit, street 
sense, modest intelligence, and we can 
understand that we can bring down the 
military budget. 

Mr. Chairman, I would assert that we 
are much more likely to be engaged in 
the Haitis, the Somalias, the Rwandas, 
and the Bosnias of the world than we 
are to engage in major war; peace
keeping, as opposed to warfighting. 
That has enormous implications. 

For those who argue that now that 
the Soviet Union no longer exists, the 

Warsaw Pact no longer exists, suddenly 
the world is more dangerous, that is 
making an extreme and bizarre set of 
arguments. There are dangers there, 
but we ought to be intelligent enough 
to talk about the reality of those dan
gers and the parameters of those dan
gers, not on 30-second sound bites, not 
on bumper sticker comments, and not 
on comments that do not challenge 
people to think, to be rational, and to 
be intelligent, like " I am strong on de
fense," as if that suddenly means some
thing. We are strong on defense , but we 
ought to have a debate on what that 
means. 

Mr. Chairman, one of my colleagues 
got up and talked about how far this 
budget is cut. If Members listen very 
carefully to all the lists of the things 
that were cut, what did we cut? Con
sultant fees. Big challenge when you 
are cutting consultant fees. Everybody 
in here can cut consultant fees. Or we 
are going to cut bureaucrats. Gee, it 
takes great courage to cut bureaucrats. 
It takes great courage to cut an agen
cy. But have Members seen anybody 
stand up and say, we have cut some
body's weapons system? No. In here, we 
buy each other's toys, no matter how 
many billions of dollars it costs to buy 
those toys. 

Just a few moments ago, we rejected 
an effort that would have saved $27 bil
lion. We walked away from that. But 
we can cut consultant fees and we can 
cut a few bureaucrats. 

The CHAIRMAN. The time of the 
gentleman from California [Mr. DEL
LUMS] has expired. 

(By unanimous consent, Mr. DELLUMS 
was allowed to proceed for 3 additional 
minutes.) 

Mr. DELLUMS. Mr. Chairman, let us 
talk about where we can cut. First, our 
whole approach to our force structure, 
our readiness levels, our modernization 
schedule, et cetera, are all based on a 
bible that was generated as a result of 
the Persian Gulf War. Remember, Mr. 
Chairman, when Saddam Hussein went 
into Kuwait, we did not within 48 hours 
suddenly put our troops out there and 
start to wage war. We built up troops. 
The first thing we did was we put 4,000 
troops in Kuwait to show resolve. Sec
ondly, we put an aircraft carrier in the 
area, and then for several months, 
about 7 months, we built up forces , 
500,000 troops. Then we said, now we 
are going to fight Saddam Hussein. 

After that was all over, we then cre
ated a Bible that said, you have to be 
on location to wage a war within 48 
hours. Now, stop and think about the 
implications: for the forward deploy
ment, billions of dollars; force struc
ture, billions of dollars; inventory, bil
lions of dollars. 

All Members have to do is slow down 
the response time from 48 hours to a 
more reasonable amount of time and 
they can save billions of dollars; no 
radical idea, just sound planning and 

thoughtful tactical and strategic ap
proaches. We can bring down the readi
ness level, we can gear the readiness. 
Everyone does not have to be at level 
one, so it costs billions of dollars for 
that. We can bring down the level of 
the force structure, the deployment 
schedule becomes different. We can 
save tremendous amounts of money. 

Second, Mr. Chairman, if we got rid 
of c"old war weapons, weapons that 
were designed to fight the cold war, 
and now that the cold war is no longer 
with us, we are now in this new post
cold-war environment, we can stop 
weapons designed to fight in a cold war 
situation that no longer exists. Again, 
we do not have to be too bright to get 
to that position. If we designed weapon 
systems for an area that no longer ex
ists, take the weapons system off the 
table and generate weapon systems 
that are designed, that are much more 
purposeful for the era that you are 
evolving yourselves into. 

The B-2 is the classic example. This 
was a weapon that was supposed to 
drop nuclear weapons in the Soviet 
Union and rearrange the rubble after a 
nuclear war started. But look, Mr. 
Chairman, that weapons system gets 
built in somebody's district, built in 
somebody's State, so they have to try 
to find a mission to solve the problem 
of building more of these planes. But 
that era is over, so now we are trying 
to find a conventional environment to 
fly a plane that was designed for the 
cold war. 

The CHAIRMAN. The time of the 
gentleman from California [Mr. DEL
LUMS] has again expired. 

Mr. DELLUMS. Mr. Chairman, I ask 
unanimous consent to proceed for 3 ad
ditional minutes. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
California? 

Mr. YOUNG of Florida. I have to ob
ject to that, Mr. Chairman. The gen
tleman has used a lot of time today. He 
has extended his time numerous times. 
I am constrained to object. 

The CHAIRMAN. Objection is heard. 
Mr. SKEEN. Mr. Chairman, I move to 

strike the requisite number of words. 
Mr. YOUNG of Florida. Mr. Chair

man, will the gentleman yield? 
Mr. SKEEN. I yield to the gentleman 

from Florida. 
Mr. YOUNG of Florida. Mr. Chair

man, I thank the gentleman for yield
ing to me, and I rise to close the debate 
on this amendment today. 

I would like to say to my friend, the 
gentleman from California [Mr. DEL
LUMS], who has spent a lot of time tell
ing us what the world is like today but 
obviously spent very little time listen
ing to some other thing·s that were said 
on the floor, he said, no one has 
said--

Mr. DELLUMS. Point of order, Mr. 
Chairman. 

The CHAIRMAN. The gentleman 
from Florida [Mr. YOUNG] has the time. 
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Mr. DELLUMS. Mr. Chairman, I am 

making a point of order. 
Mr. Chairman, I move that the gen

tleman's words be taken down. I am 
listening. I have tried to listen here as 
much as anyone in these Chambers. 

Mr. YOUNG of Florida. Is the gen
tleman through? 

Mr. DELLUMS. I would ask the gen
tleman to withdraw that comment 
about listening, because I am one per
son that is prepared to listen all day, 
Mr. Chairman. 

Mr. YOUNG of Florida. If the gen
tleman would let me continue, I would 
like to clarify that statement. 

The CHAIRMAN. The gentleman 
from Florida will suspend. The Clerk 
will report the words. 

Mr. DELLUMS. I ask to withdraw 
that request, Mr. Chairman. 
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Mr. YOUNG of Florida. Mr. Chair

man, what I was trying to say was the 
gentleman stood there just a few min
utes ago and said no one came to the 
floor to talk about any weapons sys
tems that were terminated or cancelled 
or stopped. That is not true. Because 
just a few minutes before that, I talked 
about Aerostat, a program that we 
stopped. I talked about JASSM, a pro
gram that we stopped despite the fact 
that there were many in the outside 
world who wanted to have these pro
grams go forward. We did stop the pro
grams. We made many cuts in the re
quests that we had received from all 
sources. I apologize to the gentleman if 
he is offended by my comment, but his 
comment offended me somewhat be
cause we have made a list of numerous 
cuts and they are all listed in this re
port. I referred to it several times. 

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

Mr. SKEEN. I yield to the gentleman 
from California. 

Mr. DELLUMS. Mr. Chairman, the 
gentleman knows for over a decade, the 
quarter of a century I have been here, 
I have never tried to impugn anyone 's 
integrity. It was not designed to chal
lenge the gentleman. I am always pre
pared to debate on the substance. I 
thank the gentleman for his apology. 
My effort was not designed to chal
lenge him in any personal way. I think 
everyone in this Chamber knows me by 
my reputation in that regard .. 

Mr. YOUNG of Florida. Mr. Chair
man, if the gentleman will continue to 
yield, I think they know both of us in 
that regard, I would say to my distin
guished friend from California. 

Mr. Chairman, the arguments about 
how much we spend and invest in our 
national security versus the rest of the 
world, that argument has been made 
many, many times today. What is not 
mentioned in those debates is that we 
have an all-volunteer force. Unlike the 
Russians, unlike the Soviets had, un
like the Iranians, unlike the Chinese, 

unlike the North Koreans, we have an 
all-volunteer force. 

We pay the members of our military 
far more substantially than these other 
nations pay theirs. They pay theirs al
most as if it is slave labor. In fact at 
one point we were asked to provide 
funding to provide housing for Russian 
soldiers, which we did not do, by the 
way, but we were asked to do that. The 
point is that an all-volunteer service is 
very costly. 

Approximately 70 percent of the 
money appropriated by this bill does 
not go to buy weapons. It does not go 
for RDT&E or things of that nature. It 
goes to provide salaries and allowances 
and clothing and housing and medical 
care and training for the members of 
the military and their families. We are 
trying to do a better job in that regard. 
We are trying to take those lower 
ranked people who live in barracks 
that really are not fit , in my opinion, 
I would not want one of my children to 
live there. We are trying to repair 
those and renovate them and make the 
quality of life better. 

We are trying to get to the point 
that, if a mother brings her daughter 
into a military hospital while the hus
band is overseas on deployment, they 
do not have to wait four or five hours 
with a child in pain from an infected 
ear or something like that. Those are 
the things that we are trying to do in 
this bill. The dollars for procurement, 
the Joint Chiefs, the war fighters will 
tell you that even this bill does not 
provide anywhere near the moderniza
tion or procurement dollars that they, 
the war fighters , think that they need. 
I am not talking about the folks in the 
Pentagon. I am not talking about the 
budget office. I am talking about the 
war fighters who are deployed around 
the world, the commanders of those 
units that understand what the short
ages are. 

There are real shortages. I know 
some Members get tired of me rolling 
out this scroll. I will not roll it out 
today. But it could go from one side of 
this well to the other listing items that 
are never written about in the news 
media or reported on radio or tele
vision. They are never the subject of 
some great committee hearing. But 
what they are are items like flash
lights and compasses and small arms 
ammunition and things of this nature, 
communications gear, communications 
cable that need to be purchased to keep 
the infrastructure working. They are 
listed here. On this scroll it is hard to 
tell, but some of them have been out
lined in blue ink that means we have 
taken care of those i terns that are es
sential. 

The ones that have not been outlined 
in blue still need to be taken care of. 
We do not need to cut this budget by 
this bill by $4 billion. We ought to go 
ahead and defeat this amendment and 
then pass the bill and get onto other 
business. 

Ms. WOOLSEY. Mr. Chairman, I 
move to strike the requisite number of 
words, and I yield to the gentleman 
from California [Mr. DELLUMS]. 

Mr. DELLUMS. Mr. Chairman, I 
thank the gentlewoman for yielding to 
me. I would like to finish my remarks 
with respect to where we can save 
money. I mentioned about the time 
factor slowing that down, save billions 
of dollars, not a radical idea. Moving 
away from cold war weapons, saving 
billions of dollars, not a radical idea. 

Mr. Chairman, the third place where 
we can save money is to reduce our nu
clear forces, our nuclear weapons and 
reduce the inventory that supports our 
nuclear weapons. We all know that we 
are going to move to Start III. We 
ought to anticipate moving to Start 
III. None of us in this room would put 
money in a base that is going to be 
closed. We know that we are going to 
Start III. Why do we put money in this 
budget for D- 5 missiles for the deploy
ment on Trident submarines when we 
know eventually we are going to re
duce the number of submarines, reduce 
the number of weapons, thereby saving 
billions of dollars? 

By reducing our nuclear arsenal for 
our children and our children's chil
dren, and reducing the infrastructure 
designed to support those nuclear 
weapons, we can indeed reduce, save 
billions of dollars. 

Fourth, on the question of presence, 
we deploy nuclear aircraft carrier task 
force around the world for the purposes 
of presence. I have asked on numerous 
occasions, why do you need a task 
force as muscular as a nuclear carrier 
task force in order to simply show 
presence? Can you not show presence 
with a task force that is much less 
muscular than a nuclear task force? 
That can save you billions of dollars. 
In terms of the ships you deploy, in 
terms of the personnel, in terms of the 
planes, et cetera, et cetera. Billions of 
dollars. 

Finally, we cannot talk, Mr. Chair
man, about the intelligence budget, but 
there are many of us here who have in
timate knowledge about the intel
ligence budget. I can assure you that 
there are places that the intelligence 
budget can be cut. At the end of the 
day, what we are saying with this 
amendment is that the committee can 
determine where they want to make 
these cuts. This simply says , go back 
to last year. What I tried to lay out for 
Members is that there are clearly 
places where we can save billions of 
dollars; $3.9 billion does not suddenly 
throw the United States from being the 
only peg standing, the only superpower 
in existence at this point into some 
Third World position. We are an ex
traordinary military power with ex
traordinary military capability. 

I would ask this rhetorical question. 
If we had the mightiest military force 
on the face of the earth and our cities 
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were deteriorating, our children not 
being adequately educated, people who 
need to work not able to work, drugs 
creating problems in our various com
munities, violence overtaking some of 
our communities, what are we out 
there defending? What this budget, 
what this does is save us some money. 
At the end of the day I think that re
dounds to the benefit of the country. 

Finally, on a personal note, I would 
say to the gentleman from Florida, he 
and I walked in the door together. I 
have never objected to the gentleman's 
comments. Here it is very difficult to 
make complex arguments on multibil
lion-dollar amendments in 5-minute 
segments. It is just difficult to do. I 
have never, I have sat there in a posi
tion of chair of the committee and 
have never ever once objected to any
one standing up debating, because I 
think that is why we get paid here, is 
to debate. 

Sometimes we get upset when people 
are debating who have something to 
say and are prepared to challenge them 
in a fundamental way. I am not trying 
to challenge anyone's intellect here. I 
am simply saying, let us rise to a level 
that allows us to understand these 
issues at a profound enough level to 
make us make the right decision. 

I think the Shays-Frank amendment 
is the proper decision. I think that is 
what we can do. I believe that we can 
cut money from the military budget 
and the world goes on. The Nation goes 
on. Our children do not die. Our chil
dren 's children are not threatened. I 
think that is hyperbole and overstate
ment, Mr. Chairman. 

I appreciate the opportunity that the 
gentlewoman gave me to conclude my 
remarks. I am simply saying that I 
think we ought to support this amend
ment, and exaggerated comments to 
the contrary notwithstanding, I think 
this is a reasonable amendment. I 
think it can be accomplished and I 
would urge my colleagues to support it. 

Ms. WOOLSEY. Mr. Chairman, I 
would like to say that I support also 
the Shays-Frank-Klug-Hinchey
Ramstad-Luther amendment. It makes 
sense. Let us cut wasteful defensive 
spending and let us invest in our chil
dren and their education. 

The CHAIRMAN. The question is on 
the amendment offered by the gen
tleman from Connecticut [Mr. SHAYS]. 

The question was taken; and the 
Chairman announced that the noes ap
peared to have it. 

RECORDED VOTE 

Mr. SHAYS. Mr. Chairman, I demand 
a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 137, noes 290, 
not voting 7, as follows: 

Ackerman 
Baldacci 
Barcia 
Barrett (WI) 
Becerra 
Bentsen 
Berman 
Berry 
Blumenauer 
Bonior 
Brown (CA) 
Brown (OH) 
Camp 
Campbell 
Capps 
Carson 
Castle 
Chabot 
Clay 
Clayton 
Conyers 
Costello 
Coyne 
Cummings 
Danner 
Davis (IL) 
De Fazio 
DeGette 
Delahunt 
Dellums 
Doggett 
Doyle 
Duncan 
Ehlers 
Engel 
English 
Ensign 
Eshoo 
Evans 
Farr 
Fattah 
Filner 
Foley 
Fox 
Frank (MAJ 
Franks (NJ) 

Abercrombie 
Aderholt 
Allen 
Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Ballenger 
Barr 
Barrett (NE> 
Bartlett 
Barton 
Bass 
Bateman 
Bereuter 
Bil bray 
Bilirakis 
Bishop 
Blagojevich 
Bliley 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (FL) 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Canady 
Cannon 
Cardin 
Chambliss 

[Roll No. 337) 

AYES-137 
Furse 
Ganske 
Green 
Greenwood 
Gutierrez 
Gutknecht 
Hastings (FL) 
Hilliard 
Hinchey 
Hoekstra 
Hooley 
Jackson (IL) 
Jackson-Lee 

(TX) 
Kanjorski 
Kelly 
Kennedy (MAJ 
Kilpatrick 
Kind (WIJ 
Kleczka 
Klug 
Kucinich 
LaFalce 
Lantos 
Leach 
Levin 
LoBiondo 
Lofgren 
Lowey 
Luther 
Maloney (NYJ 
Markey 
Matsui 
McCarthy (MO) 
McDermott 
McGovern 
McKinney 
McNulty 
Meehan 
Metcalf 
Miller (CA) 
Minge 
Mink 
Morella 
Nadler 
Neal 

NOES-290 
Chenoweth 
Christensen 
Clement 
Clyburn 
Coble 
Coburn 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Cox 
Cramer 
Crane 
Crapo 
Cub in 
Cunningham 
Davis (VA) 
Deal 
DeLauro 
De Lay 
Deutsch 
Diaz-Balart 
Dickey 
Dicks 
Dingell 
Dixon 
Dooley 
Doolittle 
Dreier 
Dunn 
Edwards 
Ehrlich 
Emerson 
Etheridge 
Everett 
Ewing 
Fawell 
Fazio 
Flake 
Ford 
Fowler 
Frelinghuysen 
Frost 

Neumann 
Nuss le 
Oberstar· 
Obey 
Olver 
Owens 
Paul 
Payne 
Pelosi 
Peterson (MN) 
Petri 
Porter 
Portman 
Poshar·d 
Ramstad 
Rangel 
Riggs 
Rivers 
Rohrabacher 
Roukema 
Roybal-Allard 
Royce 
Rush 
Sabo 
Sanders 
Sanford 
Schumer 
Sensenbrenner 
Serrano 
Shays 
Skaggs 
Slaughter 
Smith (Ml) 
Stabenow 
Stark 
Stokes 
Stupak 
Tierney 
Upton 
Velazquez 
Vento 
Waters 
Watt (NCJ 
Waxman 
Woolsey 
Yates 

Gallegly 
Gejdenson 
Gekas 
Gephardt 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
Goodling 
Gordon 
Goss 
Graham 
Grang·er 
Hall(OHJ 
Hall(TX) 
Hamilton 
Hansen 
Harman 
Hastert 
Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hinojosa 
Hobson 
Holden 
Horn 
Hostettler 
Houghton 
Hoyer 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jefferson 
Jenkins 
John 

Johnson (CTJ 
Johnson (WI) 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kaptur 
Kasi ch 
Kennedy (RI) 
Kennelly 
Kil dee 
Kim 
King <NYJ 
Kingston · 
Klink 
Knollenberg 
Kolbe 
LaHood 
Lampson 
Largent 
Latham 
LaTourette 
Lazio 
Lewis (CA) 
Lewis (GA) 
Lewis (KY) 
Linder 
Lipinski 
Livingston 
Lucas 
Maloney (CT) 
Manton 
Manzullo 
Martinez 
Mascara 
McCarthy (NY) 
McColl um 
McCrery 
McDade 
McHale 
McHugh 
Mclnnis 
Mcintosh 
Mcintyre 
McKeon 
Meek 
Menendez 
Mica 
Millender-

McDonald 
Miller (FL) 
Moakley 
Molinari 
Mollohan 

Davis (FL) 
Foglietta 
Forbes 

Moran (KS) 
Moran (VA) 
Murtha 
Myrick 
Nethercutt 
Northup 
Norwood 
Ortiz 
Oxley 
Packard 
Pallone 
Pappas 
Parker 
Pascrell 
Pastor 
Paxon 
Pease 
Peterson (PA) 
Pickering 
Pickett 
Pitts 
Pombo 
Pomeroy 
Price (NCJ 
Pryce (OH) 
Quinn 
Radanovich 
Rahall 
Redmond 
Regula 
Reyes 
Riley 
Rodriguez 
Roemer 
Rogan 
Rogers 
Ros-Lehtinen 
Rothman 
Ryun 
Salmon 
Sanchez 
Sandlin 
Sawyer 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Scott 
Sessions 
Shadegg 
Shaw 
Sherman 
Shimkus 

NOT VOTING-7 
Gonzalez 
Ney 
Schiff 
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Shuster 
Sisisky 
Skeen 
Skelton 
Smith (NJ) 
Smith (OR) 
Smith (TX) 
Smith, Adam 
Smith, Linda 
Snowbarger 
Snyder 
Solomon 
Souder 
Spence 
Spratt 
Stearns 
Stenholm 
Strickland 
Stump 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MSJ 
Taylor (NC) 
Thomas 
Thompson 
Thornberry 
Thune 
Thurman 
Tiahrt 
Torres . 
Towns 
Traficant 
Turner 
Visclosky 
Walsh 
Wamp 
Watkins 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Wexler 
Weygand 
White 
Whitfield 
Wicker 
Wise 
Wolf 
Wynn 
Young (FL) 

Young (AK) 

Mr. BILBRA Y and Mr. 
CHRISTENSEN changed their vote 
from "aye" to "no. " 

Ms. CARSON and Mr. PORTER 
changed their vote from "no" to "aye." 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
PERSONAL EXPLANATION 

Mr. NEY. Mr. Chairman, on rollcall Nos. 336 
and 337, I was unavoidably detained in Co
lumbus, OH, at an Elections Hearing. Had I 
been present, I would have voted "yes" on 
336, and "yes" on 337. 

The CHAIRMAN. Are there any fur
ther amendments? 

If not, under the rule, the Committee 
rises. 

D 1615 
Accordingly, the Committee rose; 

and the Speaker pro tempore [Mr. 
MCHUGH] having assumed the chair, 
Mr. CAMP, Chairman of the Committee 
of the Whole House on the State of the 
Union, reported that that Committee, 
having had under consideration the bill 
(H.R. 2266), making appropriations for 
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the Department of Defense for the fis
cal year ending September 30, 1998, and 
for the other purposes, pursuant to 
House Resolution 198, he reported the 
bill back to the House with sundry 
amendments adopted by the Com
mittee of the Whole. 

The SPEAKER pro tempore [Mr. 
MCHUGH]. Under the rule, the previous 
question is ordered. 

Is a separate vote demanded on any 
amendment? If not, the Chair will put 
them en gros. 

The amendments were agreed to. 
The SPEAKER pro tempore. The 

question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 

REDUCING TO 5 MINUTES VOTES ON POSTPONED 
SUSPENSIONS 

Mr. STEARNS. Mr. Speaker, I ask 
unanimous consent that following pas
sage of H.R. 2266, the DOD appropria
tions, the two votes on suspensions de
bated Monday, July 28, 1997, House 
Concurrent Resolution 735 and H.R. 
1348, be 5 minutes each. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Florida? 

There was no objection. 
The SPEAKER pro tempore. The 

question is on passage of the bill. 
Pursuant to clause 7 of rule XV, the 

yeas and nays are ordered. 
The vote was taken by electronic de

vice, and there were-yeas 322, nays 
105, not voting 7, as follows: 

Abercrombie 
Aderholt 
Allen 
Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Ballenger 
Barcia 
Barr 
Barrett (NE) 
Bartlett 
Barton 
Bass 
Bateman 
Bentsen 
Bereuter 
Berman 
Bil bray 
Bilirakis 
Bishop 
Blagojevicb 
Bliley 
Blunt 
Boehle.rt 
Boehner 
Bonilla 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (FL) 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 

[Roll No. 338) 
YEAS-322 

Calvert 
Canady 
Cannon 
Capps 
Carson 
Castle 
Chabot 
Chambliss 
Chenoweth 
Christensen 
Clayton 
Clement 
Clyburn 
Coble 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Costello 
Cox 
Cramer 
Crane 
Crapo 
Cub in 
Cunningham 
Davis (FL) 
Davis (VA) 
Deal 
DeLauro 
De Lay 
Deutsch 
Diaz-Balart 
Dickey 
Dicks 
Dixon 
Dooley 
Doolittle 
Dreier 
Duncan 
Dunn 

Edwards 
Ehrlich 
Emerson 
Ensign 
Etheridge 
Everett 
Ewing 
Farr 
Fawell 
Fazio 
Flake 
Foley 
Ford 
Fowler 
Fox 
Frelinghuysen 
Frost 
Gallegly 
Gejdenson 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Goodlatte 
Goodling 
Gordon 
Goss 
Graham 
Granger 
GL'een 
Greenwood 
Gutknecht 
Hall (OH) 
Hall(TX) 
Hamilton 
Hansen 
Harman 
Hastert 
Hastings (FL) 

Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hinojosa 
Hobson 
Holden 
Horn 
Hostettler 
Houghton 
Hoyer 
Hulshof 
Hutchinson 
Hyde 
Inglis 
Is took 
Jackson-Lee 

(TX) 
Jefferson 
Jenkins 
John 
Johnson (CT) 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kanjorski 
Kaptur 
Kasi ch 
Kelly 
Kennedy (RI) 
Kennelly 
Kildee 
Kim 
King(NY) 
Kingston 
Klink 
Knollenberg 
Kolbe 
LaHood 
Lampson 
Lantos 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Levin 
Lewis (CA) 
Lewis (GA) 
Lewis (KY) 
Linder 
Lipinski 
Livingston 
Lucas 
Maloney (CT) 
Manton 
Manzullo 
Martinez 
Mascara 
Matsui 
McColl um 
McCrery 
McDade 
McHale 

Ackerman 
Baldacci 
Barrett (WI) 
Becerra 
Berry 
Blumenauer 
Bonior 
Bono 
Brown (CA) 
Brown (OH) 
Camp 
Campbell 
Cardin 
Clay 
Conyers 
Coyne 
Cummings 
Danner 
Davis {IL) 
De Fazio 
DeGette 
Delahunt 
Dellums 
Dingell 
Doggett 
Doyle 

McHugh 
Mclnnis 
Mcintosh 
Mcintyre 
McKeon 
Meehan 
Meek 
Menendez 
Metcalf 
Mica 
Millender-

McDonald 
Miller(FL) 
Mink 
Moakley 
Molinari 
Mollohan 
Moran (KS) 
Moran (VA) 
Murtha 
Myrick 
Nethercutt 
Ney 
Northup 
Norwood 
Nuss le 
Ortiz 
Oxley 
Packard 
Pallone 
Pappas 
Parker 
Pascrell 
Pastor 
Paxon 
Pease 
Peterson (PA) 
Petri 
Pickering 
Pickett 
Pitts 
Pombo 
Pomeroy 
Porter 
Portman 
Po shard 
Price (NC) 
Pryce (OH) 
Quinn 
Radanovich 
Redmond 
Regula 
Reyes 
Riley 
Rodriguez 
Roemer 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Rothman 
Roybal-Allard 
Ryun 
Salmon 
Sanchez 
Sandlin 
Saxton 

NAYS-105 

Ehlers 
Engel 
English 
Eshoo 
Evans 
Fattah 
Filner 
Frank (MA) 
Franks (NJ) 
Furse 
Ganske 
Gephardt 
Gutierrez 
H1lliard 
Hinchey 
Hoekstra 
Hooley 
Jackson (IL) 
Johnson (WI) 
Kennedy (MA) 
Kilpatrick 
Kind (WI) 
Kleczka 
Klug 
Kucinich 
La Falce 

Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Schumer 
Scott 
Sessions 
Shad egg 
Shaw 
Sherman 
Shimkus 
Shuster 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slaughter 
Smith (NJ) 
Smith (OR) 
Smith (TX) 
Smith, Adam 
Smith, Linda 
Snowbarger 
Snyder 
Solomon 
Souder 
Spence 
Spratt 
Stearns 
Stenholm 
Stokes 
Strickland 
Stump 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Thomas 
Thompson 
Thornberry 
Thune 
Thurman 
Tiahrt 
Tierney 
'rraficant 
Turner 
Visclosky 
Walsh 
Wamp 
Waters 
Watkins 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Wexler 
Weygand 
White 
Whitfield 
Wicker 
Wise 
Wolf 
Woolsey 
Wynn 
Young (FL) 

LoBiondo 
Lofgren 
Lowey 
Luther 
Maloney (NY) 
Markey 
McCarthy (MO) 
McCarthy (NY) 
McDermott 
McGovern 
McKinney 
McNulty 
Miller (CA) 
Minge 
Morella 
Nadler 
Neal 
Neumann 
Oberstar 
Obey 
Olver 
Owens 
Paul 
Payne 
Pelosi 
Peterson (MN) 

Rahall 
Ramstad 
Rangel 
Riggs 
Rivers 
Roukema 
Royce 
Rush 
Sabo 

Coburn 
Foglietta 
Forbes 

Sanders 
Sanford 
Sawyer 
Sensenbrenner 
Serrano 
Shays 
Smith (Ml) 
Stabenow 
Stark 

NOT VOTING-7 
Gonzalez 
Hunter 
Schiff 
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Stupak 
Torres 
Towns 
Upton 
Velazquez 
Vento 
Watt (NC) 
Waxman 
Yates 

Young (AK) 

Ms. STABENOW changed her vote 
from "yea" to "nay." 

So the bill was passed. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table. 

AUTHORIZING THE CLERK TO 
MAKE COB,RECTIONS IN EN
GROSSMENT OF H.R. 2266, DE
PARTMENT OF DEFENSE APPRO
PRIATIONS ACT, 1998 
Mr. YOUNG of Florida. Mr. Speaker, 

I ask unanimous consent that in the 
engrossment of H.R. 2266, the Clerk be 
authorized to correct section numbers, 
punctuation, cross references, and to 
make other conforming changes as 
may be necessary to reflect the actions 
of the House today. 

The SPEAKER pro tempore [Mr. 
MCHUGH]. Is there objection to the re
quest of the gentleman from Florida? 

There was no objection. 

REMOVAL OF NAME OF MEMBER 
AS COSPONSOR OF H.R. 2200 

Mr. ROHRABACHER. Mr. Speaker, I 
ask unanimous consent that my name 
be removed as a cosponsor from H.R. 
2200. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from California? 

There was no objection. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore. Pursu
ant to clause 5, rule 1, the Chair will 
now put the question on each motion 
to suspend the rules on which further 
proceedings were postponed from Mon
day, July 28, 1997, in the order in which 
that motion was entertained. 

Votes will be taken in the following 
order: 

House Concurrent Resolution 75, by 
the yeas and nays; and 

H.R. 1348, by the yeas and nays. 
Pursuant to the order of the House of 

today; the Chair will reduce to 5 min
utes the time for both electronic votes 
in this series. 
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NOT VOTING-9 EXPRESSING SENSE OF CONGRESS 

THAT STATES SHOULD WORK 
MORE AGGRESSIVELY TO AT
TACK PROBLEM OF REPEAT 
CRIMINALS 

The SPEAKER pro tempore. The un
finished business is the question of sus
pending the rules and agreeing to the 
concurrent resolution, House Concur
rent Resolution 75. 

The Clerk read the title of the con
current resolution. 

The SPEAKER pro tempore. The 
question is on the motion offered by 
the gentleman from Florida [Mr. 
MCCOLLUM] that the House suspend the 
rules and agree to the concurrent reso
lution, House Concurrent Resolution 
75, on which the yeas and nays are or
dered. 

This is a 5-minute vote. 
The vote was taken by electronic de

vice, and there were-yeas 400, nays 24, 
answered " present" 1, not voting 9, as 
follows: 

Abercrombie 
Ackerman 
Aderholt 
Allen 
Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Baldacci 
Ballenger 
Barcia 
Barr 
Barrett (NE) 
Barrett <WI> 
Bartlett 
Barton 
Bass 
Bateman 
Becerra 
Bentsen 
Bereuter 
Berman 
Berry 
Bil bray 
Bilirakis 
Bishop 
Blagojevich 
Bliley 
Blumenauer 
Blunt 
Boehlert 
Boehner 
Bonilla 
Boni or 
Bono 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (CA) 
Brown (FL) 
Brown (OH) 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Capps 
Cardin 

[Roll No. 339] 

YEAS-400 
Castle 
Chabot 
Chambliss 
Chenoweth 
Christensen 
Clayton 
Clement 
Clyburn 
Coble 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Costello 
Cox 
Coyne 
Cramer 
Crane 
Crapo 
Cu bin 
Cunningham 
Danner 
Davis (FL) 
Davis (IL) 
Davis <VA) 
Deal 
DeGette 
Delahunt 
DeLauro 
De Lay 
Deutsch 
Diaz-Balart 
Dickey 
Dicks 
Dingell 
Dixon 
Doggett 
Dooley 
Doolittle 
Doyle 
Dreier 
Duncan 
Dunn 
Ed.wards 
Ehlers 
Ehrlich 
Emerson 
Engel 
English 
Ensign 
Eshoo 
Etheridge 
Evans 
Everett 
Ewing 
Farr 
Fattah 

Fawell 
Fazio 
Filner 
Flake 
Foley 
Ford 
Fowler 
Fox 
Frank (MAJ 
Franks (NJ) 
Frelinghuysen 
Frost 
Furse 
Gallegly 
Ganske 
Gejdenson 
Gekas 
Gephardt 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Good.latte 
Good.ling 
Gord.on 
Goss 
Graham 
Granger 
Green 
Greenwood 
Gutierrez 
Gutknecht 
Hall (OH) 
Hall(TXJ 
Hamilton 
Hansen 
Harman 
Hastert 
Hastings (FL> 
Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hinchey 
Hinojosa 
Hobson 
Hoekstra 
Holden 
Hooley 
Horn 
Hostettler 
Houghton 
Hoyer 
Hulshof 

Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jackson-Lee 

(TX) 
Jefferson 
Jenkins 
John 
Johnson (CT) 
Johnson (WI) 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kanjorski 
Kaptur 
Kasi ch 
Kelly 
Kennedy (MAJ 
Kennedy (RI) 
Kennelly 
Kildee 
Kim 
Kind (WI) 
King (NY) 
Kingston 
Kleczka 
Klink 
Klug 
Knollenberg 
Kolbe 
Kucinich 
La Falce 
LaHood 
Lampson 
Lantos 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Levin 
Lewis (CA) 
Lewis (KY) 
Linder 
Lipinski 
Livingston 
Lo Biondo 
Lofgren 
Lowey 
Lucas 
Luther 
Maloney (CT) 
Maloney (NY) 
Manton 
Manzullo 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McColl um 
McCrery 
McDade 
McGovern 
McHale 
McHugh 
Mcinnis 
Mcintosh 
Mcintyre 
McKeon 
McKinney 
McNulty 
Meehan 

Carson 
Clay 
Conyers 
Cummings 
Dell urns 
Hilliard. 
Jackson (IL) 
Kilpatrick 

Meek 
Menendez 
Metcalf 
Mica 
Millend.er-

McDonald 
Miller (CA) 
Miller (FL) 
Minge 
Mink 
Moakley 
Molinari 
Mollohan 
Moran (KS) 
Moran (VA) 
Morella 
Murtha 
Myrick 
Nadler 
Neal 
Nethercut t 
Neumann 
Ney 
Northup 
Norwood 
Nussle 
Obey 
Ortiz 
Owens 
Oxley 
Packard 
Pallone 
Pappas 
Parker 
Pascrell 
Pastor 
Paul 
Paxon 
Pease 
Pelosi 
Peterson (MN) 
Peterson (PA) 
Petri 
Pickering 
Pickett 
Pitts 
Pombo 
Pomeroy 
Porter 
Portman 
Po shard 
Price (NC) 
Pryce (OH) 
Quinn 
Rad.anovich 
Rahall 
Ramstad 
Redmond 
Regula 
Reyes 
Riggs 
Riley 
Rivers 
Rodriguez 
Roemer 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Rothman 
Roukema 
Roybal-Allard 
Royce 
Ryun 
Salmon 
Sanchez 

NAYS-24 

Lewis (GA) 
McDermott 
Oberstar 
Olver 
Payne 
Rangel 
Rush 
Sabo 

Sandlin 
Sanford 
Sawyer 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Schumer 
Sensenbrenner 
Sessions 
Shad.egg 
Shaw 
Shays 
Sherman 
Shimkus 
Shuster 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slaughter 
Smith (Ml) 
Smith (NJ) 
Smith (ORJ 
Smith (TX) 
Smith, Ad.am 
Snowbarger 
Solomon 
Souder 
Spence 
Spratt 
Stabenow 
Stearns 
Stenholm 
Strickland 
Stump 
Stupak 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Thomas 
Thompson 
Thornberry 
Thune 
Thurman 
Tiahrt 
Tierney 
'l'orres 
Traficant 
Turner 
Upton 
Vento 
Visclosky 
Walsh 
Wamp 
Waters 
Watkins 
Watts (OK) 
Waxman 
Weld.on (FL) 
Weldon (PA) 
Weller 
Wexler 
Weygand 
Whitfield 
Wicker 
Wise 
Wolf 
Woolsey 
Wynn 
Yates 
Young (FL) 

Sanders 
Scott 
Serrano 
Stark 
Stokes 
Towns 
Velazquez 
Watt (NC> 

ANSWERED " PRESENT"-1 

Snyder 

Coburn 
De Fazio 
Foglietta 

Forbes 
Gonzalez 
Schiff 
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Smith, Linda 
White 
Young (AK) 

So (two-thirds having voted in favor 
thereof) the rules were suspended, and 
the concurrent resolution was agreed 
to. 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on 
the table. 

EXPANDED WAR CRIMES ACT OF 
1997 

The SPEAKER pro tempore [Mr. 
MCHUGH]. The unfinished business is 
the question of suspending the rules 
and passing the bill, H.R. 1348, as 
amended. 

The Clerk read the title of the bill. 
The SPEAKER pro tempore. The 

question is on the motion offered by 
the gentleman from Tennessee [Mr. 
JENKINS] that the House suspend the 
rules and pass the bill, H.R. 1348, as 
amended, on which the yeas and nays 
are ordered. 

This is a 5-minute vote. 
The yote was taken by electronic de

vice, and there were-yeas 391, nays 32, 
not voting 11, as follows: 

Ackerman 
Aderholt 
Allen 
Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Baldacci 
Ballenger 
Barcia 
Barr 
Barrett (NE) 
Barrett (WI) 
Bartlett 
Barton 
Bass 
Bateman 
Bece1Ta 
Bentsen 
Bereuter 
Berman 
Berry 
Bil bray 
Bilirakis 
Bishop 
Blagojevich 
Bliley 
Blumenauer 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (CA) 
Brown (FLJ 
Brown (OH) 
Bryant 
Bunning 
Burr 

[Roll No. 340] 
YEAS-391 

Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Capps 
Cardin 
Castle 
Chabot 
Chambliss 
Chenoweth 
Christensen 
Clayton 
Clement 
Clyburn 
Coble 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Costello 
Cox 
Coyne 
Cramer 
Crane 
Crapo 
Cu bin 
Cunningham 
Danner 
Davis (FL) 
Davis (VA) 
Deal 
De Fazio 
DeGette 
De Lauro 
DeLay 
Deutsch 
Diaz-Bala.rt 
Dickey 
Dicks 
Dingell 
Dixon 

Doggett 
Dooley 
Doolittle 
Doyle 
Dreier 
Duncan 
Dunn 
Edwards 
Ehlers 
Ehrlich 
Emerson 
Engel 
English 
Ensign 
Eshoo 
Etheridge 
Evans 
Everett 
Ewing 
Farr 
Fattah 
Fawell 
Fazio 
Filner 
Flake 
Foley 
Ford 
Fowler 
Fox 
Franks (NJ) 
Frei ingh uysen 
Frost 
Furse 
Gallegly 
Ganske 
Gejdenson 
Gekas 
Gephardt 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goode 
Good latte 
Goodling 
Gordon 
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Goss 
Graham 
Granger 
Green 
Greenwood 
Gutierrez 
Gutknecht 
Hall (OH) 
Hall (TX) 
Hamilton 
Hansen 
Harman 
Hastert 
Hastings (FL) 
Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hilliard 
Hinchey 
Hinojosa 
Hobson 
Hoekstra 
Holden 
Hooley 
Horn 
Hostettler 
Houghton 
Hoyer 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jackson-Lee 

(TX) 
Jefferson 
Jenkins 
John 
Johnson (CT) 
Johnson (WI) 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kaptur 
Kasi ch 
Kelly 
Kennedy (MA) 
Kennedy (RI) 
Kennelly 
Kil dee 
Kim 
Kind (WI) 
King(NY) 
Kingston 
Kleczka 
Klink 
Klug 
Knollenberg 
Kolbe 
LaFalce 
LaHood 
Lampson 
Lantos 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Levin 
Lewis (CA) 
Lewis (KY) 
Linder 
Lipinski 
Livingston 
LoBiondo 
Lofgren 
Lowey 
Lucas 
Luther 
Maloney (CT) 

Carson 
Clay 
Conyers 
Cummings 
Davis (IL) 

Maloney (NY) 
Manton 
Manzullo 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McColl um 
McCrery 
Mc Dade 
McHale 
McHugh 
Mclnnis 
Mcintosh 
Mcintyre 
McKeon 
McNulty 
Meehan 
Meek 
Menendez 
Metcalf 
Mica 
Millender-

McDonald 
Miller (FL) 
Minge 
Mink 
Moakley 
Molinari 
Mollohan 
Moran (KS) 
Moran (VA) 
Morella 
My1ick 
Nadler 
Neal 
Nethercutt 
Neumann 
Ney 
Northup 
Norwood 
Nussle 
Oberstar 
Obey 
Ortiz 
Owens 
Oxley 
Packard 
Pallone 
Parker 
Pascrell 
Pastor 
Paxon 
Pease 
Pelosi 
Peterson (MN) 
Peterson (PA) 
Petri 
Pickering 
Pickett 
Pitts 
Pombo 
Pomeroy 
Porter 
Portman 
Po shard 
Price (NC) 
Pryce (OH) 
Quinn 
Radanovich 
Rahall 
Ramstad 
Redmond 
Regula 
Reyes 
Riggs 
Riley 
Rivers 
Rodriguez 
Roemer 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 

NAYS-32 

Delahunt 
Dellums 
Frank (MA) 
Jackson (IL) 
Kanjorski 

Rothman 
Roukema 
Roybal-Allard 
Royce 
Ryun 
Sabo 
Salmon 
Sanchez 
Sanders 
Sandlin 
Sanford 
Sawyer 
Saxton 
Schaefer, Dan 
Schaffer, Bob 
Schumer 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Sherman 
Shimkus 
Shuster 
Slslsky 
Skaggs 
Skeen 
Skelton 
Slaughter 
Smith (MI) 
Smith (NJ) 
Smith (OR) 
Smith (TX) 
Smith, Adam 
Smith, Linda 
Snowbarger 
Snyder 
Solomon 
Souder 
Spence 
Spratt 
Stabenow 
Stark 
Stearns 
Stenholm 
Stokes 
Strickland 
Stump 
Stupak 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Thompson 
Thornberry 
Thune 
Thurman 
Tiahrt 
Torres 
Traficant 
Turner 
Upton 
Vento 
Visclosky 
Walsh 
Wamp 
Watkins 
Watts (OK) 
Waxman 
Weldon (FL) 
Weldon (PA) 
Weller 
Wexler 
Weygand 
Whitfield 
Wicker 
Wise 
Wolf 
Woolsey 
Wynn 
Yates 
Young (FL) 

Kilpatrick 
Kucinich 
Lewis (GA) 
Markey 
McDermott 
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McGovern 
McKinney 
Miller (CA) 
Murtha 
Olver 
Pappas 

Abercrombie 
Bonior 
Coburn 
Fogl!etta 

Paul 
Payne 
Rangel 
Rush 
Scott 
Serrano 

Tierney 
Towns 
Velazquez 
Waters 
Watt (NC) 

NOT VOTING-11 

Forbes 
Gonzalez 
Scarborough 
Schiff 
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Thomas 
White 
Young (AK) 

Mr. MEEHAN changed his vote from 
"nay" to "yea." 

So (two-thirds having voted in favor 
thereof) the rules were suspended and 
the bill, as amended, was passed. 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on 
the table. 

PERSONAL EXPLANATION 
Mr. METCALF. Mr. Speaker, because 

of weather problems at Dulles Airport 
my flight was delayed and I missed all 
the rollcall votes yesterday. Had I been 
present, on rollcall votes 332, 333, and 
334, I would have voted "no." On roll
call vote 335, I would have voted "yes." 

PERSONAL EXPLANATION 
Mr. McDERMOTT. Mr. Speaker, like 

the previous gentleman, due to weather 
problems here in D.C. I missed all four 
votes. On rollcall vote 332, I would have 
voted "yes," on rollcall vote 333, I 
would have voted "no," on rollcall vote 
334, I would have voted "yes," and on 
rollcall vote 335, I would have voted 
"no." 

MESSAGE FROM THE PRESIDENT 
A message in writing from the Presi

dent of the United States was commu
nicated to the House by Mr. Sherman 
Williams, one of his secretaries. 

SPECIAL ORDERS 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, and under a previous order 
of the House, the following Members 
will be recognized for 5 minutes each. 

HAROLD SCHUITMAKER 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Michigan [Mr. UPTON] is 
recognized for 5 minutes. 

Mr. UPTON. Mr. Speaker, I rise 
today to honor a dedicated and devoted 
community leader and a dear friend, 
Mr. Harold Schuitmaker of Paw Paw, 
MI. Harold has been very active in our 
community, lending his hand wherever 
he can to help our neighbors. As a Ro-

tarian, United Way board member, an 
Elk, an advocate for children, an active 
member of his church, Harold has al
ways been there for the community of 
Paw Paw. 

I talked to a few of our neighbors, 
and they all agree when it comes to 
this community Harold has never said 
no. In fact, I first got to know Harold 
through his fine work with the child 
and family services organization. 

Harold has also been an active leader 
in our Republican Party. For as long as 
anyone can remember he has been at 
the helm of the Republican Party in 
the Sixth District serving as its Chair, 
and at convention after convention, 
whether it be on the local, State, or na
tional level, Harold has exhibited the 
kind of leadership that is both admired 
as well as respected. 

But his efforts are about a lot more 
than just working for today. One of the 
indelible images of Harold that sticks 
out in everyone's mind is him holding 
his 2-year-old grandson Jordan at every 
event, the get-togethers, Harold brings 
his grandson Jordan. He starts early 
showing the next generation what lead
ership and service and dedication are 
all about, and he also helps to remind 
us what we are working for as well here 
in this House. 

Mr. Speaker, I would like to thank 
Harold for all his efforts. I would also 
like to thank a special woman in his 
life and for everyone's life for that 
matter, Zoe, for her dedication. 
Thanks, Harold. The whole community 
joins me in thanking you for your fine 
work. You have made a difference for 
all of us. 

D 1700 

THE PROBLEM OF CAMPAIGN 
FINANCES IN AMERICA 

The SPEAKER pro tempo re (Mr. MIL
LER of Florida). Under a previous order 
of the House, the gentleman from 
Maine [Mr. ALLEN] is recognized for 5 
minutes. 

Mr. ALLEN. Mr. Speaker, I rise to
night to talk about the problem of 
campaign finances in this country. 
Today is a good day to be talking 
about this subject, because we have an 
agreement, a budget agTeement, en
tered into by the President and by the 
Republican leadership, and that budget 
agreement and tax agreement has 
drawn strong support across the aisles 
today. 

The problem I want to discuss today 
is an area where we also have some bi
partisan agreement. I have been the co
chair of a freshman task force with the 
gentleman from Arkansas, Mr. ASA 
HUTCHINSON. This freshman task force 
has spent 5 months working on the 
issue of campaign finance reform. I 
want to speak a few words about the 
problem, and then describe a little bit 
what we have been going through. 
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All of the freshmen went through the 

experience in 1996 of going through a 
different kind of an election, an elec
tion where there was a vast amount of 
money spent in our races to influence 
our races, either by the national par
ties or by outside groups that were not 
connected with our campaigns. So in 
many ways, we felt as if we did not 
have the same kind of role in the cam
paign that candidates had had in the 
past. In short, there was too much 
money in politics. Soft money was a 
big part of the problem. Soft money is 
the $100,000, the $500,000, the $1 million 
contributions that go to national par
ties for so-called party-building activi
ties. 

A long time ago , when this provision 
was created, the thought was that this 
money would go to help get out the 
vote, to help build the party organiza
tions. In 1996 we saw that money flow
ing down into districts around the 
country to be used for negative adver
tisements. That simply has to stop, be
cause every individual contributor, 
every voter, every citizen is diminished 
when that kind of big money contribu
tion is part of the political process. 

Our· task force that I cochaired with 
the gentleman from Arkansas, Mr. ASA 
HUTCHINSON, worked for 5 months on 
this particular issue. The gentleman 
from Florida, Mr. ALLEN BOYD, the 
gentlewoman from California, Ms. 
ELLEN TAUSCHER, the gentleman from 
New Jersey, Mr. BILL PASCRELL, the 
gentleman from Texas, Mr. NICK 
LAMPSON, and the gentleman from Wis
consin, Mr. RON KIND, were members of 
that task force. 

We learned together. We held hear
ings. We had participants, groups that 
had made contributions, that had run 
ads, come in and testify. We had advo
cates for all sorts of change come in 
and testify. We went through a 5-
month process to try to work out on a 
bipartisan basis what would be the 
kind of campaign reform that would be 
significant reform but would also be 
practical , that could be passed this par
ticular year. 

We have a bill. It is the Bipartisan 
Campaign Integrity Act of 1997. I am 
proud to be an original sponsor of that 
bill. It does three particularly impor
tant things. First, it bans soft money. 
It takes the biggest of the big money 
out of politics. Second, it provides that 
those groups that want to advertise 
will have to undergo a further disclo
sure than they have i n the past. They 
will have to identify who the group is 
and they will have to identify what 
they are spending their money on, if 
they spend more than $25,000 in a dis
trict, or an aggregate of $100,000 around 
the country. Third, we will have faster 
reporting by candidates of their con
tributions, and electronic reporting in 
many cases, and more disclosure than 
we have had in the past. 

Mr. HUTCHINSON. Mr. Speaker, will 
the gentleman yield? 

Mr. ALLEN. I yield to the gentleman 
from Arkansas. 

Mr. HUTCHINSON. Mr. Speaker, I 
wanted to say to my friend, the gen
tleman from Maine [Mr. ALLEN] that it 
has been a pleasure to work with him 
on this task force. I think he has done 
an outstanding job with his colleagues. 
I want to commend him for his work on 
this. I will say more later, but I just 
wanted to say what a joy it has been to 
work in a bipartisan fashion with the 
gentleman and his colleagues. 

Mr. ALLEN. Mr. Speaker, I thank 
the gentleman very much. We have had 
a good time. We have learned a lot. We 
have learned that, among other things, 
a group of freshmen new to this Cham
ber can come into this Chamber and 
learn to work together across the 
aisles. The gentleman from Arkansas 
[Mr. HUTCHINSON] has been an extraor
dinary leader in this endeavor, and 
other members, Republican members of 
the task force , have really done an out
standing job. 

Mr. Speaker, I just want to address a 
couple of things, in addition. We have 
critics. No surprise . There are always 
critics. There are those who say we 
have not gone far enough. They want 
candidate limits or they want public fi
nancing. 

To them I say whatever their agenda, 
however important further reform may 
be, the fact is that if we are going to 
act this year, we have to ban soft 
money. We have to take the biggest of 
the big money out of politics. There 
may be unfinished business for other 
times, but at least we must do that 
much. 

EXPRESSING SUPPORT OF THE BI
PARTISAN CAMPAIGN INTEGRITY 
ACT 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Arkansas [Mr. HUTCH
INSON] is recognized for 5 minutes. 

Mr. HUTCHINSON. Mr. Speaker, it is 
my pleasure today to rise in support of 
the Bipartisan Campaign Integrity Act. 
I like that name, because that is what 
we need to have in our campaign sys
tem these days is simple integrity. 

About 6 months ago , as my friend, 
the gentleman from Maine [Mr. ALLEN] 
indicated, a group of Members, we 
called it the Bipartisan Freshman Task 
Force, met together, six freshman Re
publicans, six freshman Democrats, 
and we called it , I called it an experi
ment in bipartisanship to see if we 
could really work together to accom
plish something, to accomplish the job 
people sent us here to do. 

We worked together. We held hear
ings. We listened to each other. We de
cided what we could agree upon. As the 
gentleman from Maine [Mr. ALLEN] 
suggested, we set aside the extremes 
and said what could we do for the 
American people that would improve 

our system. We focused ourselves on 
one primary concern, and that was the 
huge problem of soft money that runs 
in our system today. 

I think the issue that faces the U.S. 
Congress this year , in 1997, is can we , 
do we have the courage, to do some
thing about the problem with soft 
money. That is the overriding issue. I 
hope that the answer is a resounding 
yes. I have been encouraged recently 
by what I have heard from leaders from 
both sides of the aisle, from the public, 
and I dearly hope we can do that this 
session of Congress. 

Mr. SNYDER. Mr. Speaker, will the 
gentleman yield? 

Mr. HUTCHINSON. I yield to the gen
tleman from Arkansas. 

Mr. SNYDER. Mr. Speaker , one of 
the issues that has come up is why are 
freshmen se.eming to have such an 
early impact on this race. I am a Dem
ocrat from Arkansas, a freshman, and 
the gentleman is a Republican from Ar
kansas, and it seemed to me that the 
ugly races were ones for open seats. 
Both the gentleman and I from Arkan
sas had different political perspectives, 
but it was ugly because of the presence 
of soft money. 

I loved the line the gentleman from 
Maine [Mr .. ALLEN] used, getting rid of 
the biggest of the big money. These are 
not the $1,000 donations we are talking 
about, but the $50,000 or $100,000 to the 
party that have so distorted the sys
tem. I commend the gentleman and the 
gentleman from Maine [Mr. ALLEN] for 
his work. It truly is a bipartisan effort. 
I thank the gentleman for his effort. 

Mr. HUTCHINSON. Mr. Speaker, I 
thank the gentleman. I certainly con
cur that this has been a good effort we 
put forth. The gentleman and I had an 
opportunity in Arkansas when he was 
in the General Assembly, we worked in 
separate parties on election reform in 
Arkansas, and I am delighted we can 
set the example here in our Nation's 
Capital, and I hope we can have the 
same success as well. 

If Members look at this bill, and my 
friend, the gentleman from Maine , de
scribed the elements of this bill , it fo
cuses on soft money. It bans soft 
money, and any serious reform has to 
start with that. But it also increases 
disclosure. 

I believe we need to provide informa
tion to the American public so they 
will know who is spending what in a 
campaign, and that they can find out 
that information in a timely fashion. 
That is what our bill does this year. It 
does those two things. 

In addition, Mr. Speaker, our bill, be
sides providing a ban on soft money 
and increasing disclosure, I think it is 
unique because it is a product of bipar
tisanship, and because it has come 
through in that fashion I believe it has 
the best chance for success this year. 

I believe that the timing is right, and 
that momentum is gathering for cam
paign finance reform for a couple of 
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reasons. First of all, the Senate hear
ings have focused the American 
public's attention on the problem of 
soft money. I hope that the American 
public who is listening today, that they 
will write in, that they will encourage 
their Congressmen to address this seri
ous issue. 

Second, I have been encouraged by 
the response of leaders from both sides 
of the aisle, with a growing sense that 
we need to do something about this. 
The gentleman from California, Mr. 
BILL THOMAS, chairman of the Com
mittee on House Oversight that will 
have the hearings on campaign finance 
has indicated a willingness to hold 
hearings. I commend him for that. He 
is a critical part of this effort, and I 
hope we can have those hearings this 
fall so we can move this legislation for
ward. 

Finally, we have had encouragement 
even from leaders like the gentleman 
from Texas, Mr. DICK ARMEY, who has 
indicated that the freshmen are going 
in the right · direction, that he is anx
ious to hear more details about this 
plan, and I was delighted to hear this. 

Most importantly, the encourage
ment comes from the voters, from let
ters from constituents who say their 
voice is being diminished by the vast
ness, the millions of dollars in cor
porate and labor money that flows to 
the parties. They say, where is our 
voice? Where is the voice of the aver
age voter, the voter out there who 
works day in and day out, the contrib
utor, the small contributor to a cam
paign? 

I was delighted also that this last 
week we had encouragement from very 
significant leaders from both parties. 
Former President Georg·e Bush, former 
President Jimmy Carter, and former 
President Gerald Ford all indicated 
support for campaign finance reform. 

I like what former President George 
Bush said in his letter of June 19, 1997. 
He said, "We must encourage the 
broadest possible participation by indi
viduals in financing elections. What
ever reform is enacted should go the 
extra mile in demanding fullest pos
sible disclosure for all campaign con
tributions. 

"I would favor getting rid of so-called 
'soft money' contributions but this 
principle should be .applied to all 
groups including Labor." 

Speaking from this side of the aisle, 
I certainly believe that the soft money 
ban should include not only corpora
tions but also labor. It does that. It 
does that, because that is the ban that 
is needed. It is equal and fair to all 
sides. 

Mr. Speaker, I will enter the three 
letters from the former Presidents into 
the RECORD. 

The letters referred to are as follows. 
JULY 10, 1997. 

Hon. NANCY KASSEBAUM BAKER, 
Washington, DC. 

DEAR SENA'rOR KASSEBAUM: Our system in 
financing federal election campaigns is in se-

rious trouble. To remedy these failings re
quires prompt action by the President and 
the House and Senate. I strongly hope the 
Congress in cooperation with the White 
House will enact Campaign Reform legisla
tion by the forthcoming elections in 1998. 

Public officials and concerned citizens. Re
publicans and Democrats alike, have already 
identified important areas of agreement. 
These include (1) the need to end huge un
controlled "soft money" contributions to the 
national parties and their campaign commit
tees, and to bar solicitation of "soft money" 
from all persons, parties and organized labor 
by federal officeholders and candidates for 
any political organizations; (2) the need to 
provide rapid and comprehensive disclosure 
of contributions and expenditures in support 
of, or opposition to, candidates for federal of
fice, and (3) the need to repair the system of 
campaign finance law enforcement by assur
ing that it is effective and independent of 
politics. 

A significant bi-partisan effort across 
party lines can achieve a legislative con
sensus in campaign reforms that will help to 
restore the confidence of our citizens in their 
federal government. 

I commend you and former Vice President 
Mondale for your leadership on behalf of 
campaign reform. 

Sincerely, 

Hon. w ALTER MONDALE, 
Minneapolis, MN. 

GERALD R. FORD. 

JULY 17, 1997 

To VICE PRESIDENT w ALTER MONDALE: I am 
pleased to join former Presidents Bush and 
Ford in expressing hope that this Congress 
will enact meaningful campaign finance re
form legislation. For the future of our de
mocracy, and as our experience may be emu
lated by other nations, prompt and funda
mental repair of our system for financing 
federal elections is required. 

The most basic and immediate step should 
include an end to "soft money," whether in 
the form of corporate or union treasury con
tributions to federal campaign, or large and 
unregulated contributions from individuals. 
The initial step should also include measures 
that provide for complete and immediate dis
closures of political contributions and ex
penses. 

To accomplish these and other needed re
forms and to lay the basis for future ones, we 
also need to develop a strong national con
sensus about the objectives of reform. It will 
take more than just the action of this Con
gress, but fundamental reform is essential to 
the task of repairing public trust in govern
ment and in our leaders. We must take sig
nificant steps to assure voters that public 
policy is determined by the exercise of their 
franchise rather than a broken and suspect 
campaign finance system. 

Please extend to Senator Nancy Kasse
baum Baker my appreciation for the work 
that she has undertaken with you to advance 
the essential cause of bipartisan campaign 
finance reform. 

Sincerely, 
JIMMY CARTER. 

JUNE 19, 1997. 
Senator NANCY KASSEBAUM BAKER, 
Washington, DC. 

DEAR SENATOR KASSENBAUM, First let me 
commend you and the former Vice President, 
Ambassador Mondale, for taking a leadership 
role in trying to bring about campaign re
form. 

I hope the current Congress will enact 
Campaign Reform legislation. 

We must encourage the broadest possible 
participation by individuals in financing 
elections. Whatever reform is enacted should 
go the extra mile in demanding fullest pos
sible disclosure of all campaign contribu
tions. 

I would favor getting rid of so called "soft 
money" contributions but this principle 
should be applied to all groups including 
Labor. 

I congratulate you for working for better 
campaign finance law enforcement. 

With my respects to you and Vice Presi
dent Mondale I am, sincerely, 

GEORGE BUSH. 

URGING COLLEAGUES TO JOIN IN 
SUPPORT OF BIPARTISAN CAM
PAIGN FINANCE REFORM 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Wisconsin [Mr. KIND] is 
recognized for 5 minutes. 

Mr. KIND. Mr. Speaker, this is truly 
an historic day in our Nation's history. 
Both parties recognize the challenges 
we face as far as recurring structural 
deficits. They came together and 
throug·h some hard-fought negotia
tions, some compromises, some give
and-takes, it was announced today that 
we have reached an agreement on a 
balanced budget plan that will bring 
the books finally in balance for the 
first time since 1969, when I was in the 
first grade. 

Yet, just to strike a cautionary note, 
this does provide the largest expansion 
of educational programs in the Na
tion's history, the largest expansion of 
children's health care since 1965, when 
Medicaid was passed. But I have always 
viewed this as the first step of a two
step process. 

The second step that we have to 
begin working on right away is some 
long-term fixes with the entitlement 
programs, Medicare, Social Security, 
which according to all the demo
graphics and all the analyses are due to 
explode starting early next century 
when the baby boomers start to retire. 

That is the second step as far as 
maintaining the fiscal responsibility 
and the discipline started today, and 
that will continue into the next cen
tury. 

We also face other challenges in this 
country and before this Congress. One 
of the big issues I came to Congress on 
and which I feel there is no bigger issue 
that we should be dealing with in try
ing to find a resolution is the role of 
big money in the political system. 

That is why I was proud when I was 
called and I joined the Bipartisan Task 
Force on Campaign Finance Reform, 
working with my five freshman Repub
lican colleagues and six Democratic 
colleagues. I commend the gentleman 
from Maine [Mr. TOM ALLEN] and the 
gentleman from Arkansas [Mr. ASA 
HUTCHINSON] for the leadership they 
have shown during the course of this 
process, which has been educational for 
all of us. 
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It has been very difficult. There were 

internal and outside forces doing ev
erything they could to try to scuttle 
what we were trying to accomplish, be
cause anyone who is a student of this 
institution realizes that nothing sig
nificant has ever been achieved with
out some bipartisan cooperation. 

So it was with that attitude that we 
joined the task force , trying to work 
out a compromise, finding common 
areas of agreement and, as freshmen, 
proposing our own campaign finance 
reform bill. This is incremental in 
every sense of the word. This is not the 
type of comprehensive overhaul that I 
personally would have liked to have 
seen, but it is probably the best chance 
we have of passing anything in this ses
sion of Congress. What it does do is it 
targets the biggest, as the gentleman 
from Maine [Mr. ALLEN] said, the big
gest of the big contributions in the po
litical system, the soft money con
tributions. 

Just to highlight the problem we 
have with soft money contributions 
right now, I am holding up a chart that 
shows the growth of soft money to the 
political parties, both Republican and 
Democrat, over the last three election 
cycles. 

As everyone can see , in 1996, it ex
ploded soft money contributions, close 
to $140 million being contributed to the 
Republican Party, a little over $120 
million to the Democratic Party. I sub
mit, this is just the tip of the iceberg. 
We really have not seen anything yet 
until we are able to take some action 
in this session of Congress. 

That is why I am very proud of the 
product we have produced in the course 
of the negotiations. I am very proud, in 
a bipartisan fashion, of the atmosphere 
in which we came together to try to do 
what we feel is really in the best inter
ests of the country. 

I would encourage my colleagues to 
get behind this piece of legislation. We 
are already seeing a lot of support 
within the freshman class on both sides 
of the aisle , but obviously it is not 
until some of the more senior Members 
start to weigh in on this legislation 
that we will see any true hope of get
ting this thing scheduled for the House 
floor , having it debated, and finally, 
calling a vote on what I think is a cru
cial and vitally important issue facing 
our country today. 
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I encourage the leadership in the 

House to give it due consideration. I 
think it will be a great victory if we 
can at least bring it to the House floor. 
I ask Americans around the country 
who are listening in tonight to start 
calling in, start writing letters and 
hold their Representatives ' feet to the 
fire on this very simple and incre
mental approach to campaign finance 
reform. 

I believe that if Members in this Con
gress cannot get behind this, cannot 

cast a vote in favor of what the fresh
man bipartisan task force is proposing 
in the course of this finance reform, 
then really they are really not inter
ested in true campaign finance reform. 

Mr. ALLEN. Mr. Speaker, will the 
gentleman yield? 

Mr. KIND. I yield to the gentleman 
from Maine. 

Mr. ALLEN. Mr. Speaker, I would 
just like to say that the gentleman 
from Wisconsin [Mr. KIND] has been one 
of the leaders in our task force and has 
done an absolutely superb job. Mr. 
KIND makes a very good point. That 
point is this. If this Congress, if this 
Congress spends months investigating 
potential campaign finance abuses, al
most all of which are traceable to the 
amount and influence of soft money 
and then fails to act, we will all be em
barrassed. I know that is why you are 
here , RON, and it is why I am here. We 
do not want to be embarrassed. We 
want to legislate, not just investigate. 
I thank the gentleman for yielding. 

Mr. KIND. Mr. Speaker, hopefully 
something good will come out of the 
investigations that we are seeing on 
Capitol Hill that will highlight the 
pro bl em of soft money in the political 
process. If there was not any soft 
money . in the last election cycle, we 
would not be having these investiga
tions today focussing on the role of 
soft money in the campaigns. 

I think it is vitally important that 
not only the Members here have the 
courage to step up and recognize the 
problem facing the country but people 
back home start weighing in on this 
issue and start letting their voices, 
their concerns be heard on this form of 
legislation so that we can finally have 
it up for a debate and a vote in this ses
sion. 

SOFT MONEY 
The SPEAKER pro tempore (Mr. MIL

LER of Florida). Under a previous order 
of the House, the gentleman from Mon
tana [Mr. HILL] is recognized for 5 min
utes. 

Mr. HILL. Mr. Speaker, I want to 
join with my colleagues tonight to con
gratulate the gentleman from Arkan
sas [Mr. HUTCHINSON] and the gen
tleman from Maine [Mr. ALLEN] to pro
vide the outstanding leadership on the 
bipartisan freshman task force in de
veloping the Bipartisan Campaign In
tegrity Act , which I am proud to be a 
cosponsor. 

I think it is important for folks to 
understand there are a lot of problems 
with campaign funding and the meth
ods that we use to raise funds for cam
paigns. Campaigns cost too much 
money. Candidates spend far too much 
time raising money. There is a percep
tion out there , a perception of abuse. 
There is a perception that large con
tributions come from corporations, 
that come from labor unions and large 

contributions from wealthy individuals 
are corrupting the system. 

Mr. Speaker, I would point out that 
this is a bipartisan problem. Both po
litical parties, Democrat and Repub
lican Party alike , have a problem with 
regard to the amount of soft money 
that has gone into the system. As 
Members have mentioned earlier, this 
started out as a relatively small 
amount of money that was supposed to 
be used for building political parties. 
But in the last two political cycles, 
1992 to 1996, the amount of soft money 
has quadrupled in the system. Today 
both, or last cycle, both political par
ties raised nearly $130 million of soft 
money. Again, what is this money? 

This is money that comes from cor
porations. This is money that comes 
from labor unions or this is money that 
comes from wealthy individuals who 
have exceeded the normal contribution 
limits . What this bill does is it elimi
nates, it bans soft money that is going 
to the national parties. The reason 
that I am so supportive of this measure 
is I believe that, if we are going to 
change the campaign process, the fund
raising process, it is our responsibility 
to start at home. It is our responsi
bility to deal with our own political 
parties. It is our responsibility to re
quire them to clean up their act first. 

Let me say this, there are some 
things that this does not do. I think it 
is important for our colleagues to be 
aware of the things that this does not 
do. It does not initiate a system of pub
lic financing for congressional cam
paigns. There are many who might sup
port that. There are many who would 
be opposed to that. This bill does not 
do that. It does not put spending limits 
on how much money can be spent in a 
political campaign. 

There are those who would argue 
that that is simply a benefit to incum
bents. And it does not restrain the abil
ity of independent parties to speak out 
about candidates or officeholders. In 
fact it very clearly establishes their 
right to do that. But what it does do is 
this: It eliminates soft money, those 
large contributions. It eliminates com
petition between the political parties 
and their candidates. Oddly enough, in 
the current campaign financing laws 
we have created a mechanism where 
people can give money to the party or 
give money to candidates, but it makes 
it difficult for them to do both. It 
eliminates that competition. It actu
ally expands the role that parties can 
play in helping their candidates. The 
goal there is to allow candidates to 
work more closely with their parties 
rather than seeking support of special 
interest groups. 

Mr. Speaker, I would just urge all of 
my colleagues to examine this bill. 
This is an incremental process, but it 
is the first step in restoring integrity 
to a system that the American public 
clearly believes is broken. I would urge 
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all of my colleagues to examine this 
bill and support it as it moves through 
the process. 

Mr. KIND. Mr. Speaker, will the gen
tleman yield? 

Mr. HILL. I yield to the gentleman 
from Wisconsin. 

Mr. KIND. Mr. Speaker, I just want 
to commend and congratulate my col
league, the gentleman from Montana 
[Mr. HILL], in his role .in this whole 
process. I do not think anyone in the 
task force had more energy and more 
analysis and insight on what we were 
trying to accomplish than the gen
tleman from Montana [Mr. HILL] did. It 
was a pleasure working with him, at
tending the meetings with him. 

There were some difficult times as 
there always is in the course of give 
and take in negotiations and that, but 
as far as anyone exhibiting and dis
playing a true depth of knowledge, re
garding a very complex and a very dif
ficult issue, the gentleman from Mon
tana [Mr. HILL] ranked right up there 
at the top. I commend him and just 
wanted to tell the American people 
what a fine job and what a pleasure it 
has been to work with him in the 
course of this process. 

Mr. HILL. Mr. Speaker, I thank the 
gentleman. I would just comment that 
I believe that everyone who worked on 
this task force came with a commit
ment to wanting to reform the system 
and to make it work to restore the in
tegrity of the system and the belief of 
the American people. The gentleman 
from Wisconsin played an outstanding 
role in that. 

I enjoyed very much working with 
him and all the Members of the task 
force. It was surprising to me how well 
we came together because we focused 
on those values that we all agree upon. 
We found so many of those values that 
we agree upon because we want to re
store integrity to the system. I thank 
the gentleman and again I would urge 
my colleagues to support the bill. 

CAMPAIGN FINANCE REFORM 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Nevada [Mr. GIBBONS] is 
recognized for 5 minutes. 

Mr. GIBBONS. Mr. Speaker, first I 
would like to join in my colleagues in 
the previous speaker's comments about 
the accolades and plaudits of my col
leagues on this bipartisan freshman 
task force, the gentleman from Maine 
[Mr. ALLEN], of course, and the gen
tleman from Arkansas [Mr. HUTCH
INSON] and the fine work and leadership 
that they demonstrated in this process. 

In fact I was very honored to be a 
part of what I think is a very historic 
freshman task force in an effort to re
form campaign finances in our country. 
Yes, the subject was controversial. As 
a freshman for the first time, we all 
have recent and very personal encoun-

ters with the campaign finance laws of 
this Nation. To augment our experi
ence, we had several hearings with 
groups and individuals with a variety 
of expertise in this area. It was very 
constructive for myself personally and 
for the rest of the Members. It became 
an environment in which we got to 
know not just the other Members of 
the other party and Members in our 
own class, but we got to know the sub
ject matter a great deal and a lot bet
ter than we had before we entered. 

Almost all of us agreed to one con
clusion after this, that the system is 
broken. Those disagreements that we 
may have had, and they developed 
around some of the parts and the exist
ing parts, but we all agreed that the 
system and how it is broken has a high 
priority in our consideration for solu
tions. 

We want equitable solutions and we 
want solutions to States which have 
varying sizes and varying populations, 
varying mixes in the media and the 
media markets. Several facets of this 
issue that bore close scrutiny included 
soft money, as we have already heard, 
campaign finance disclosure, campaign 
spending limits, limits on individual 
and political action committees and 
their contributions. Also we considered 
free or reduced-cost TV rates for can
didates. 

It was interesting to watch our legis
lation evolve from a broad-based, cure 
all, almost certain to fail, too narrow 
specific language that contained no 
poison pills. We think our product, the 
Bipartisan Campaign Integrity Act of 
1997, contains something for everyone. 
It is not so broad based that it will die 
of its own weight. I think that our bill, 
although it does not solve all of the 
pro bl ems nor solve all of the campaign 
finance ills, at least makes an honest 
attempt and a start at it, to correct 
what is wrong. 

The fact that some of our leaders in 
each party have expressed problems 
with it mean·s, and this means to me 
that this legislation is truly bipar
tisan. There are some elements that, 
yes, I would probably want to polish 
around the edges of the margins, but I 
am satisfied this bill as a whole is a 
good one. It satisfies several funda
mental problems and it does deserve 
passage. 

I am personally in favor of totally 
eliminating ·Soft money. Of course this 
means making other sources of funding 
available such as increasing Federal 
contribution limits and/or removing 
coordinated limits between parties and 
candidates. I also think that most of 
the money in a campaign ought to 
come from the district in which the 
person is elected. This would mean 
that the people who have a vested in
terest, for example , in Nevada's Second 
District would have a greater influence 
in its politics rather than some out
sider. With the population in Nevada so 

spread out, it can be costly to run a 
campaign, either as an incumbent or as 
a challenger. There have been much 
smaller districts with elections pend
ing, over $6 million for each candidate. 
That is far too much money to be 
elected to the House of Representa
tives. 

The amount of money any one indi
vidual or PAC can contribute ought to 
be limited. Too frequently , large do
nors are allowed greater access to in
fluence than is ordinarily afforded 
most regular constituents. 

Mr. ALLEN. Mr. Speaker, will the 
gentleman yield? 

Mr. GIBBONS. I yield to the gen
tleman from Maine. 

Mr. ALLEN. Mr. Speaker, I would 
just like to say that the gentleman 
from Nevada [Mr. GIBBONS] has been an 
outstanding member of this task force. 
It has been a pleasure working with 
him. I agree with him. As he described 
the process that we went through, he 
made a very important point. He 
talked about all the different, some of 
the different ideas that are out there 
and he recognized what we did, which 
was essentially agree on what we could 
agree on, and not try to do the big 
comprehensive reforms that may be 
good in some people's eyes but cannot 
generate the support to pass this Con
gress this year. I really think that is a 
critical point. 

As I say, it has been a pleasure work
ing with the gentleman. We still have 
more work to do before we are done but 
I want to thank the gentleman for his 
dedication to this subject. 

Mr. GIBBONS. Mr. Speaker, I thank 
the gentleman for his remarks. They 
are very appropriate to this occasion. I 
agree totally that there is a lot more 
things we could have done, a lot of 
things a lot of us would have liked to 
have done . But we came together as a 
body of both Democrats and Repub
licans, and I think we came out with 
what could be the most important bill 
of this Congress. I would like to thank 
the gentleman again, the gentleman 
from Maine, Mr. ALLEN, for his dedica
tion on this. 

ZORA NEALE HURSTON 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle
woman from Florida [Ms. BROWN] is 
recognized for 5 minutes. 

Ms. BROWN of Florida. Mr. Speaker, 
"Their Eyes Were Watching God, " Zora 
Neale Hurston, published first in 1937. 

Mr. Speaker, I rise today to speak 
about a bill that I am introducing that 
honors one of America's major voices 
in the 20th century, Zora Neale 
Hurston. Hurston is one of America's 
most famous writers and interpreters 
of southern rural African-American 
culture. This bill recommends that the 
U.S. Postal Service issue a stamp that 
recognizes Hurston's contribution to 
American literature. 
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Born in 1891, Zora grew up in 

Eatonville, FL. That is my district, the 
Third Congressional District, the first 
official African American township in 
the United States. She attended the 
Morgan Academy, which is now Mor
gan State University, and Howard Uni
versity and became the first African
American woman to graduate from 
Barnard College in 1919. The dominant 
female voice of the Harlem Renais
sance period, 1919 through 1995, Zora 
Neale Hurstqn produced two works of 
folklore: " Of Men and Mules", and 
''Tell My Horse''. 

Using the talk of the rural southern 
African-American peasant, Hurston 
lifted the language of these folks to a 
level of poetry and fine literature. 
Through her style of writing and the 
subject of the African-American expe
rience, she attracted international fol
lowers and the interest of feminists 
who transcend gender, race. Her life 
and work have inspired the founding of 
the Zora Neale Hurston Society at 
Morgan State University and the an
nual festival of arts and humanities in 
her home town of Eatonville. 
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Since her death in 1960, respect for 
her writings has increased along with 
their popularity. The recent discovery 
of plays by the Library of Congress has 
also revived interest in her writings. 

Mr. Speaker, I hope that all my col
leagues will join me in celebrating the 
accomplishments of the life of this in
spirational American. By cosponsoring 
this legislation, we will encourage 
more Americans to learn about 
Hurston and perhaps influence that one 
child to become the next American au
thor. 

Issuing a commemorative stamp in 
1998 and unveiling it at the 10th annual 
festival scheduled in 1999 would right
fully honor this famous American who 
has changed the landscape of American 
literature. 

Before I conclude, Mr. Speaker, I 
wish to thank the 36 Members who 
have already cosigned on this bill as 
original cosponsors. I hope that more 
of my colleagues will sign on in the 
near future in support of Zora Neale 
Hurston. 

Mr. HASTINGS of Florida. Mr. 
Speaker, will the gentlewoman yield? 

Ms. BROWN of Florida. I yield to the 
gentleman from Florida. 

Mr. HASTINGS of Florida. Mr. 
Speaker, I thank the gentlewoman for 
yielding, and I am so proud of the fact 
that she represents Eatonville, FL. I 
would tell the gentlewoman that I was 
born and raised in Altamonte Springs, 
FL, 8 miles from where Ms. Hurston, 
who the gentlewoman so rightly seeks 
commemoration of, was born. 

I had the good fortune of having had 
a grandmother, who has since deceased, 
like Ms. Hurston, who was a very good 
friend of hers and went to boarding 

school at the same place that Zora 
Neale Hurston did. I did not know it as 
a child, but my mother did, and other 
members of my family, but she was a 
giant of a woman, not only in size, but 
as the gentlewoman has appropriately 
indicated, in the magnitude of lit
erature that she produced in her era 
and in her genre. 

For that I compliment the gentle
woman, and ask, as she does, that all of 
our colleagues go forward and com
memorate her with this stamp that we 
can present, and I hope to be there 
with the gentlewoman in 1999 when it 
is done. 

Ms. BROWN of Florida. Mr. Speaker, 
I thank the gentleman for his com
ments. 

Mr. Speaker, I rise to day to speak about a 
bill that I would like to offer that honors one of 
America's major literary voices of the 20th 
century: Zora Neale Hurston. Hurston is one 
of America's most famous writers, folklorists, 
and interpreters of Southern rural African
American culture. This bill recommends that 
the U.S. Postal service issue a stamp that rec
ognizes Hurston's contributions to American 
literature. 

Born in 1891, Zora grew up in Eatonville, 
FL, the first incorporated African-American 
township in the United States, which is in the 
Third Congressional district of Florida. One of 
her favorite retreats was "the lying porch" of 
Joe Clarke's store. Years of stories and tall
tales that were told there, later became a part 
of Zora's works. As Zora grew older, her writ
ing took shape as she found a way to express 
herself. 

It wasn't until college when Zora's writing 
began to flourish. She attended Howard Uni
versity and, in 1924, she had her first work 
published. The short story "Drenched in Light" 
appeared in Opportunity, an Urban League 
publication. 

Attracted to the Harlem Renaissance of 
New York City, Zora moved to New York to 
further her writing career. In 1925, she won 
the Urban League's literary contest short story 
and one-act play categories. This distinction 
led to her association with artists and poets 
like the famous African-American poet 
Langston Hughes. In a short time, Zora Neale 
Nurston became the predominant female lit
erary voice of the Harlem Renaissance. 

Zora continued her college education with a 
scholarship to Barnard College. There she 
changed her focus on English to anthropology 
and graduated with a background in folklore of 
Harlem and the American South. It is this 
combination of Zora's writing style and the 
subject of the African-American experience for 
which she is so well known. 

Through her lifetime, Hurston produced nu
merous works of fine quality that include an 
autobiography, "Dust Tracks On A Road;" 
novels like "Jonah's Gourd Vine," "Man of the 
Mountain," and "Seraph on the Sewanee;" 
folklore such as "Of Men and Mules" and "Tell 
My Horse"; short stories, articles, and plays. 
But Zora's best work which I have here, is 
"Their Eyes Were Watching God." It is in her 
most popular work that Zora introduces the 
character of Janie Crawford who represents 
the prototype of the 20th century women 
searching for her own identity. 

Besides publishing many works, Zora was 
also a teacher, a Hollywood scriptwriter, and a 
newspaper columnist. Later in her life, Zora 
received fellowships to continue her anthro
pology research in the South, the West Indies, 
and Haiti. 

Since Zora's death in 1960, respect for her 
writings has increased along with their popu
larity. The recent discovery of plays by the Li
brary of Congress has also revived interest in 
Zora Neale Hurston and her writings. She has 
attracted an international following and the in
terest of feminists who transcend race and 
ethnicity. Modern day poets and authors such 
as Nobel Laureate Toni Morrison, world-re
nown poet Maya Angelou, and Pulitzer Prize 
winner Alice Walker all mention Hurston as a 
major influence on their writings as well. She 
has been listed in "Black Female Playwrights," 
inducted into the Women's Hall of Fame and 
the Florida's Writer's Hall of Fame. Her 
writings have also inspired a Zora Neale 
Hurston Society, an annual festival in 
Eatonville, and a biography of her life by Rob
ert Hemenway, who has placed her in history 
as the major, undiscovered literary voice of 
this century. 

Mr. Speaker, I hope that you and all of my 
colleagues will join me in celebrating the ac
complishments and the life of this inspirational 
American. By cosponsoring this legislation, we 
will encourage more Americans to learn about 
Zora Neale Hurston and perhaps influence 
that one child to become the next great Amer
ican author. 

Issuing a commemorative stamp in 1998 
and unveiling it at the 10th Annual Zora Neale 
Hurston Festival-scheduled in 1999-would 
rightfully honor this famous American who has 
changed the landscape of American literature. 

Before I conclude, I would like to thank the 
35 Members who have already signed on to 
this bill as original cosponsors. I hope that 
more of my colleagues will sign on in the near 
future in support of Zora Neale Hurston. 

GOVERNMENT SHUTDOWN 
PREVENTION LEGISLATION 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from Pennsylvania [Mr. GEKAS] 
is recognized for 5 minutes. 

Mr. GEKAS. Mr. Speaker, everyone is 
pleased that the budget agreement has 
been reached between the White House 
and the Congress, and that does call for 
applause across the Nation, but there 
still looms the possibility of a shut
down in Government, I hasten to say, 
and that kind of shutdown can do more 
to unravel the budget agreement that 
we have reached than any other single 
event that I can conceive at this stage 
of the budget proceedings. 

Now, I have been trying for almost 10 
years now to convince the Congress 
that we ought to have in place a per
manent solution to the possibility of a 
Government shutdown; namely, that at 
the end of the fiscal year, September 
30, if the appropriations process has 
not been completed, those bills that 
have not yet been finally formulated 
would simply turn over the next day 
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and adopt last year's instant replay 
type of figures so that we would have 
last year's budget go into effect until a 
new budget can be prepared and adopt
ed. This instant replay would prevent a 
Government shutdown. 

It was outrageous, in my judgment, 
to have heard on the floor, when this 
proposition passed during the disaster 
relief fiasco that we underwent, the 
claim that if we passed the Gekas 
antishutdown legislation it would 
mean the cutting of funds. I have just 
finished saying, Mr. Speaker, that if 
my bill would be adopted, at the end of 
the fiscal year, if we do not have a 
budget, last year's figures would ob
tain. 

So there would be no cutting of 
funds. It would be maintaining the 
same funds as last year, and then the 
negotiators proceed on their merry 
way to prepare a new budget. At any 
given time after September 30 a new 
budget could go into place , and that vi
tiates the instant replay that would 
have gone into place. 

The other outrageous claim that has 
been made against our bill is that it 
creates a disincentive to negotiate. But 
the truth of the matter is that both 
sides need a new budget, so that at the 
end of September 30, those who want 
increased spending· will have a chance 
to negotiate, those who want to · cut 
spending will have a chance to nego
tiate, but in the meantime, last year's 
fig·ures will obtain. 

What is wrong with my proposition, I 
fear, is that it makes good sense. 
Therefore , it has very little chance of 
passing this Chamber on its own. But I 
do believe that now .that we have 
passed this budget, or that we have 
reached a budget agreement, and that 
there would no longer be the disincen
tive to reach a budget because we have 
reached a budget agreement, that per
haps we can ·begin to focus on the 
antishutdown legislation as a perma
nent solution. 

Not just for 30 days as a continuing 
resolution, not for 6 months or a year, 
but to put it in place for all time, so 
that every year when the budget looks 
like it will go down in flames around 
September 30, that we will have this 
fallback lifesaving mechanism to pre
vent a Government shutdown and all 
the bad consequences that flow. 

After all, Mr. Speaker, this is a tru
ism as well; that risking a Government 
shutdown really does cut back on 
funds. Cuts funds. Why? If the Govern
ment shuts down, all the mechanisms 
that get the Social Security checks 
out, the visas, the national parks, all 
the services that our constituents 
rightfully demand, all of those come to 
a halt. Indeed, then there is a cut in 
services, a cut in funding, a cut in ap
propriations. 

That is the real risk that we have; 
that the Government will shut down. 
Not the risk that some appropriations 

will be less than last year's , but rather 
whether or not we shall have Govern
ment continue to present the benefits 
that are necessary to maintain the 
budg·et and to maintain what is ex
pected of us by our constituents. 

Mr. Speaker, I hope to continue to 
raise this issue at every convenient 
forum between now and September 30, 
and I hope that the leadership and the 
President see fit to reconsider the mat
ter at a time to be set aside in the 
month of September. After all , the 
President, even as he vetoed this legis
lation, said that the goal of preventing 
Government shutdown is an admirable 
one. I hope that he will sign such a 
shutdown prevention piece of legisla
tion to meet that goal. 

THE 50TH ANNIVERSARY OF THE 
CIA 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from Florida [Mr. Goss] is rec
ognized for 5 minutes. 

Mr. GOSS. Mr. Speaker, I rise today 
to commemorate the 50th anniversary 
of the founding of the Central Intel
ligence Ag·ency. On September 18, 1947, 
the National Security Act went into ef
fect creating the CIA. 

As America entered the cold war, 
that act recognized the critical need 
for intelligence about our foreign ad
versaries, while attempting to balance 
that with a constitutional mandate 
that an intelligence service remain 
within the bounds of democracy. 

In 1977, in order to monitor and safe
guard that critical balance, this House 
established the Permanent Select Com
mittee on Intelligence, which I have 
the honor to chair today. By its very 
nature, much of the work done by the 
agency will remain anonymous, but we 
must not make the mistake of inter
preting that anonymity to mean that 
the CIA has had no triumphs, nor can 
we allow ourselves to forget the men 
and women who have served there and 
know much sacrifice and even tragedy. 

Out at Langley at the headquarters 
of the CIA is a small courtyard under 
the oak trees that contains three pan
els of the Berlin Wall. On the eastern 
side of those panels there is nothing 
but the cold, gray face of cement, but 
on the western side there is color, vi
brancy, and the inscription " and the 
wind cries freedom.' ' 

Those panels and that wall, Mr. 
Speaker, never had to be toppled by the 
tread of our Nation 's tanks or stained 
by the blood of our infantry; they were , 
instead, breached throughout the cold 
war by our Nation 's eyes and ears, the 
CIA. Through their bravery and cre
ativity, the officers of the CIA carved a 
window through that wall that this Na
tion used during the perilous times of 
the cold war and ultimately relied 
upon to bring down the wall 's demise. 

The contribution of CIA officers to 
our national security, however, has 

come with a significant cost, because 
at the entrance to Langley is another 
less well-known wall on which there 
are now 70 gold stars. These stars, Mr. 
Speaker, are for those officers of the 
CIA who died while serving our Nation 
as our eyes and ears, in Vietnam, Latin 
America, Europe, Eurasia, Africa and 
elsewhere during the cold war. 

We can acknowledge publicly the 
dedication and sacrifice of some of 
those officers, such as Bob Ames, who 
was killed in the bombing of our Em
bassy in Beirut, tragically, or Bill 
Buckley, who died in Lebanon under 
torture by the terrorists. The work and 
lives of others must remain anonymous 
stars on that wall and be remembered 
privately. Those stars, Mr. Speaker, 
are a measure of the courage and cost 
required to keep our Nation informed 
of the threats against it. 

The end of the cold war has required 
the CIA to undergo a tremendous shift. 
New methods and focuses are needed to 
meet the challenge before us today. 
While no transition of this magnitude 
is ever without its bumps in the road, 
from my vantage point as chairman of 
the body's oversight committee, I am 
pleased to report the CIA is responding 
quickly and ably to the new threats of 
the post-cold-war world. 

Since the Berlin Wall came down, 
those threats against our Nation have 
multiplied. Narcotics traffickers ship 
ever-increasing amounts of cocaine and 
heroin into the United States; rogue 
states continue to acquire the compo
nents of weapons of mass destruction; 
foreign terrorists now target Ameri
cans at home as well as abroad; and in
digenous forces threaten U.S. soldiers 
on multilateral missions abroad. 

To address these threats, the CIA has 
helped the Colombian Government 
br eak up the Cali drug cartel, and en
abled United States law enforcement 
authorities to intercept drug ship
ments. It has discovered several at
tempts by rogue states to acquire 
weapons of mass destruction and sup
ported diplomatic efforts to foil those 
attempts. It has helped law enforce
ment authorities around the world 
identify and, in some cases, arrest sev
eral notorious terrorists, including 
Carlos the Jackal in Sudan, the alleged 
trade center bombers in the Phil
ippines, the head of the Shining Path 
in Peru, and those involved in the 
bombing of Pan Am 103; and supported 
United States Forces in Panama, as 
well as the Persian Gulf, Somalia, 
Rwanda, Hai ti , Bosnia, and other 
places. 

So, Mr. Speaker, CIA officers per
formed vital and often perilous service 
as our eyes and ears during the cold 
war, and continue to do so in our ef
forts today against foreign drug lords, 
rogue states, foreign terrorists and 
those who would harm U.S. troops 
abroad and those of us at home. 
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The panels of the Berlin Wall at 

Langley are a recognition of the con
tribution of these officers. The stars on 
the entrance wall there are a reminder 
of the cost of their contribution. The 
officers of CIA serve their country and 
make their sacrifices with no expecta
tion whatsoever of public acclaim. For 
the 50th anniversary of the founding of 
the CIA, Mr. Speaker, I am proud to 
commemorate their lives and their 
work with these few humble words. 

SPECIAL ORDER CONCERNING THE 
VISIT OF PRESIDENT HEYDAR 
ALIYEV OF AZERBAIJAN 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Illinois [Mr. PORTER] is 
recognized for 5 minutes. 

Mr. PORTER. Mr. Speaker, tonight I have 
requested some time to bring to the attention 
of my colleagues an important visit to Wash
ington which is taking place right now. Tomor
row President Heydar Aliyev of Azerbaijan will 
meet with President Clinton at the White 
House to discuss United States-Azeri relations 
and the ongoing negotiations concerning the 
situation in the Caucasus. This visit has seri
ous implications for our policies and interests 
in the region, and I am hopeful that it will be 
used to further the interests of peace. 

Azerbaijan is rich in oil and natural gas re
sources and there are numerous United 
States companies which are actively seeking 
to assist in the development of these re
sources. I believe very strongly that United 
States companies have the technology and 
know-how to bring about this development in 
a way that ultimately would be most beneficial 
to the Azeri people. But these companies, and 
their representatives in Washington, have 
been pushing very hard to reshape U.S. poli
cies in this region. I am very concerned that 
in their efforts to improve the relative position 
of Azerbaijan, they would tilt United States in
volvement in this very sensitive and important 
region in a way that will have a serious nega
tive impact on negotiations which are currently 
underway in the region. I have watched with 
dismay as a campaign to repeal section 907 
of the Freedom Support Act has been under
taken by our administration and by those with 
economic interests in the region, because I 
believe that this approach is counter
productive-indeed dangerous-to negotia
tions regarding the future of Nagorno 
Karabakh. In this regard, the House Foreign 
Operations subcommittee has worked to pro
vide an evenhanded framework for United 
States policy which recognizes the need for 
objective dealings and for improving the cli
mate for democracy in the region. If we tip the 
scale in favor of Azerbaijan, they will no longer 
have an incentive to negotiate in good faith on 
a permanent solution to the Nagorno 
Karabakh situation. This would be a great 
tragedy, because the termination of the nego
tiations brought on by a change of United 
States policy would almost certainly bring a re
turn of armed hostilities between Armenian 
and Azeri. The world was horrified by the bru
tality of the last round of fighting in this tiny 
enclave, and we as a nation have invested a 

great deal in efforts to avoid a repeat of that THANKING COLLEAGUES FOR SUP-
bloodshed. PORTING HOUSE RESOLUTION 191 

As the Minsk Group negotiations on the 
Nagorno Karabakh conflict continue, we must 
press upon all parties that inherent benefits 
they will receive from working together and es
tablishing normal relations with one another. I 
firmly believe that it is in the long-term inter
ests of these countries to find solutions that 
they can live with, where there will be peace, 
security, and prosperity for everyone in the re
gion. The building of an oil pipeline in the re
gion could be a tremendous positive force 
which brings these two old adversaries to
gether and causes them to deal with each 
other in a mutually beneficial way. Azerbaijan 
cannot realize its full promise as a source of 
energy resources or as a legitimate player in 
the region until it makes peace with its neigh
bors and develops a better reputation for fair 
dealing. Armenia cannot wean itself from for
eign assistance or fully develop its economy 
until the blockades it currently suffers under 
are gone and better relations are established 
with its neighbors to the East and Southwest. 
Moreover, both Russia and Iran stand ready to 
fill the political vacuums in both of these coun
tries that will doubtlessly arise if there are not 
soon permanent solutions to the problems 
which plague them both. 

Azerbaijan and Armenia both have every
thing to gain from better relations with one an
other. The United States must be an honest 
broker in the region, and must take into ac
count the history of this conflict in evaluating 
the posture it should adopt toward each of 
these countries, both in the context of the 
Minsk Group talks and in one-on-one commu
nications. The time has come for both coun
tries to disregard the old zero sum game men
tality that has been thoroughly discredited in 
the post-cold-war world. This would be a win
win situation for both Azerbaijan and Armenia, 
if only they will look for creative ways to solve 
their problems and work together. For its part, 
the United States should continue to push 
both countries to make appropriate conces
sions and to work on internal problems which 
are effecting their external disputes. 

I believe both of these countries are impor
tant to U.S. interests in the region and we 
must do all that we can to bring them to
gether, not only for our benefit but for the ben
efit of the parties as well. I believe that the 
language we have included in the Foreign Op
erations bill will bring us closer to this goal by 
providing for humanitarian assistance to all 
needy people in the region and allowing de
mocracy building assistance to go to Azer
baijan for the first time. These are important 
steps in the right direction. I hope that tomor
row when President Clinton speaks with Mr. 
Aliyev, he will deliver some straight talk about 
the need to compromise and be a responsible 
player at home and abroad. I also hope that 
this visit by President Aliyev will be followed 
by an invitation to President Ter Petrossian of 
Armenia. Finally, I hope that in the end, the 
policies we adopt and implement, and the 
agreement which is reached by the parties, 
are driven by concepts of justice, fairness, 
international law, and an understanding by the 
parties that such a settlement is ultimately 
their best hope for the future. 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from Washington [Mr. 
METCALF] is recognized for 5 minutes. 

Mr. METCALF. Mr. Speaker, I rise to 
thank my colleagues for the bipartisan 
416-to-2 vote in favor of my bill , House 
Resolution 191, last week. This over
whelming vote was certainly a factor 
in the European Community 's decision 
to accept Boeing's final offer. 

House Resolution 191 made clear that 
any European Community disapproval 
of the Boeing McDonnell Douglas 
merger would have constituted an un
precedented and unwarranted inter
ference in a United States business 
transaction. It would have threatened 
thousands of jobs immediately and 
many thousands more if a trade war 
had resulted. 

Thus, their action raises a disturbing 
question: How did a foreign consortium 
get to the point that it felt it had the 
authority to tell two wholly owned 
U.S. corporations what they could or 
should not do? 

The House Committee on Transpor
tation and Infrastructure will hold a 
hearing on this whole issue on Friday 
to look into this specific foreign in
volvement; whether it was improper 
and what we must consider if such a 
situation occurs again. I hope the hear
ing will be in depth and complete, as 
these questions demand definite an
swers. 

WAIVING A REQUIREMENT OF 
CLAUSE 4(b) OF RULE XI WITH 
RESPECT TO CONSIDERATION OF 
CERTAIN RESOLUTIONS RE
PORTED FROM THE COMMITTEE 
ON RULES 
Mr. SOLOMON (during the special 

order of Mr. EHRLICH) from the Com
mittee on Rules, submitted a privi
leged report (Rept. No. 105-216) on the 
resolution (H. Res. 201) waiving a re
quirement of clause 4(b) of rule XI with 
respect to consideration of certain res
olutions reported from. the Committee 
on Rules, which was referred to the 
House Calendar and ordered printed. 

D 1745 

ACCORD ON TAX CUTS 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, the gentleman from Mary
land [Mr. EHRLICH] is recognized for 60 
minutes as the designee of the major
ity leader. 

Mr. EHRLICH. Mr. Speaker, I rise 
today with my good friend, the gen
tleman from Indiana [Mr. McINTOSH] , 
who will be joining us shortly on the 
floor. The gentleman from Indiana [Mr. 
McINTOSH] and I certainly extend an 
invitation to our colleague , the gen
tleman from Washington [Mr. 
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METCALF] as well to join us in a very 
important day, Mr. Speaker. 

We have an agreement. We just came 
off the steps of the House of Represent
ative$ and told the American people a 
lot of the things that we have been de
bating over the last 3 years in this 
town. 

I notice I am joined now by my col
league, the gentleman from Indiana 
[Mr. MCINTOSH]' my good friend. 

Mr. Speaker, days like today get us 
thinking about where we came from 
and where we are and where we are 
going. Because in politics, Mr. Speak
er, you cannot always get what you 
want. Sometimes you can get what you 
need, to paraphrase the rock and roll 
song. 

Today, people of different political 
philosophies came together and signed 
an accord. Included in that accord are 
many things we have debated on this 
House floor over the last 3 years, many 
items in the Contract with America, 
many items that brought the last cou
ple of freshman classes to this town, 
particularly the 104th freshman class, 
of which the gentleman from Indiana 
[Mr. MCINTOSH] and I are members. 

I cannot help but thinking about 
President Reagan and President Bush 
today, tax cuts from President Reagan. 
President Bush was the victim of some 
demagoguery of such class warfare 
rhetoric about cutting capital gains for 
rich people and the class warfare we 
see on this floor time and time again 
on a daily basis. Yet, we bring the 
American people a significant capital 
gains tax cut. 

Is it zero? No. Should it be zero? In 
my view, and in the view of many of us, 
yes. But is 28 down to 20 a step in the 
right direction? You better believe it. 
And that is the nature of dividing gov
ernment. The folks that control this 
Congress are pretty much to the right 
of center philosophically. The folks 
that control that big house down the 
street are to the left of center. 

We have vastly different views of the 
role of government in our lives. We 
have a vastly different philosophical 
orientation. Yet today, we have come 
before the American people with an 
agreement. 

I am really happy to be joined by my 
really good friend, the gentleman from 
Indiana [Mr. MCINTOSH], one of the 
leaders of this Congress, 105th Con
gress. I keep thinking of the 104th Con
gress. And we are going to talk about a 
few specific items, a few specific initia
tives in this particular package. 

I know my friend from Indiana [Mr. 
MCINTOSH] wan ts to make a few words 
of introduction, as well. 

Mr. McINTOSH. Mr. Speaker, today 
is a tremendous day. We have seen peo
ple from all generations of politics 
come together for an agreement where 
the American people are the winners. 

The gentleman from Maryland [Mr. 
EHRLICH] and I were fortunate enough 

to come in in the 1994 elections with 
that freshman class, now sophomore 
class. The gentleman from New York 
[Mr. SOLOMON], chairman of the Com
mittee on Rules, has been here quite a 
bit longer. But all of us can celebrate. 

Frankly, I think we do need to say 
thank you to President Clinton for 
agreeing to sign this legislation, thank 
you to Speaker GINGRICH, thank you to 
leader TRENT LOTT, and thank you to 
the gentleman from Texas [Mr. AR
CHER] and the others who have worked 
to negotiate out this bill. 

It is the American people who are the 
winners in the bottom line. We came 
here with the promise to cut taxes and 
shrink Government. We came here with 
the promise to change the way Wash
ington does business. I do not want to 
tell my colleagues that we have accom
plished everything in this bill. But we 
have made a tremendous step forward. 
In particular, I was delighted to see 
that we are now going to have the $500 
tax credit for children become part of 
the law in this land so that families 
who need that money will be able to 
benefit from that. 

I would like to share with my col
leagues, if I may, Mr. Speaker, an ex
ample of a family that I know from my 
hometown of Muncie. It is a young man 
and his wife who have worked hard to 
get ahead in this country, Gerald Hunt 
and Debra Darnall. They make about 
$30,000 a year. Gerald and Debra work 
in their own independent business. He 
is a contractor. They will benefit from 
this plan because they have two daugh
ters and their daughters will qualify 
them to get $1,000 more each year in 
their take-home pay because the Gov
ernment will not be taking it in taxes. 

What does that mean for the 
Darnalls? It means a lot, I will tell my 
colleagues that. It means six bags of 
groceries each week will be paid for by 
this tax cut that we are going to pass 
this week, 2 months' worth of groceries 
in all, real dollars to fill their gas 
tanks. At about 20 bucks a week, that 
is 50 weeks, the whole year, that they 
can put gas in their gas tanks because 
the Government is not taking that 
money out the Darnalls' paycheck; new 
school clothes for Kellie and Ashlee, 
who will grow out of their school 
clothes every year and need that $1,000 
in order to help them. Or if the 
Darnalls decide to start saving today 
in order to send their two daughters to 
college, we now have a new savings 
plan that will allow them to put aside 
money for those two girls to go to col
lege and not have to pay taxes on the 
interest that that money earns in that 
savings account. 

This new IRA for education will 
mean that literally millions of Ameri
cans can afford to send their children 
to college who may not have had any 
hope to do that for a better future. I 
am very proud of what we have done 
today. Those are just a few of the de
tails in our tax bill. 

I look forward in the next hour to 
working with the gentleman from 
Mary land [Mr. EHRLICH] in explaining 
to the American people what all of us, 
Democrats, Republicans, all Americans 
can be proud of the work that is being 
done today in Washington to finally 
cut taxes for working families in this 
country. 

I look forward to having a discussion 
with the gentleman from Maryland 
[Mr. EHRLICH] now about the details of 
that. 

Mr. EHRLICH. It is easy to discuss 
these issues with the gentleman from 
Indiana [Mr. MCINTOSH] because we 
agree and it is nice. 

Mr. McINTOSH. If the gentleman 
would yield, the great thing, though, is 
that President Clinton is going to sign 
this bill and our colleagues across the 
aisle are going to help us pass it. So it 
is not going to be a partisan rancor. We 
won the day, I think, on some of these 
issues. We are going to have a tax cut 
finally, but we won by joining together 
and all sides agreeing to go do that for 
the American people. 

Mr. EHRLICH. Reclaiming my time, 
could we have received odds on this tax 
cut being signed 6 months ago, I think 
the odds would have been very long. I 
think the American people will wake 
up tomorrow somewhat surprised that 
this deal got done, and not only that 
there was an agreement made, but that 
the agreement was made with numbers 
that are not phoney, real numbers and 
real tax cuts and real entitlement re
form and real policy initiatives, not 
the phoney stuff we see coming out of 
this town so often. 

There are two taxes that I know are 
near and dear to the heart of my friend 
from Indiana [Mr. MCINTOSH], and they 
have been near and dear to my heart. 
We have campaigned on these taxes, as 
two Members who pride themselves on 
championing the merits of small busi
ness people, small business men and 
small business women, who, it is a Cli
che these days but it is a fact, they are 
the backbone of the American econ
omy. We create jobs, small business 
people. 

What two tax issues, what two tax 
initiatives have been so important to 
that small business group? Capital 
gains and estate taxes. As I said ear
lier, President Bush, and I hope he is 
on the golf course today, it is a great 
day and he probably is, and he deserves 
it. But I hope he is smiling, Because he 
has been vindicated. 

When I think back to all the class 
warfare and negative ads and all the 
silly stuff that had been brought out in 
President Bush in his elections, against 
the Republican freshmen, against the 
Republican conference in the 1996 elec
tions, against the conservative Demo
crats, I think back to all that sort of 
rhetoric and I am no longer frustrated 
today because we are making progress. 

A few facts for the gentleman from 
Indiana [Mr. McINTOSH]. As he knows, 
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we are cutting capital gains from 28 to 
20 for upper income taxpayers, 10 per
cent for lower income taxpayers, 10 
percent. Housing exemptions, I know 
the gentleman wants to talk about this 
in a bit, $500,000 for joint filers, $250,000 
for single filers. No longer will they be 
punished for making a good economic 
decision in life, buying a house. 

But I have a few facts I want to run 
by the gentleman from Indiana [Mr. 
McINTOSH]. First, as of 1995, American 
households have more equity invested 
in stock markets than their homes. 
Think about that. Americans now put 
more of their savings into stocks than 
into their savings accounts. 

According to the Federal Reserve, 
about 70 cents of every dollar saved by 
American households in the first 6 
months of last year went into mutual 
funds. Stock ownership has doubled in 
the last 7 years. Listen to this, 43 per
cent of all adults in this country today 
are now investors; 47 percent of those 
folks are women and the clear majority 
are under 50 years of age. 

With respect to the class warfare 
demagoguery, of which I am tired, my 
colleague is tired, the country is tired, 
let us get over it. Two-thirds of indi
viduals reporting capital gains had in
comes of less than $50,000, incomes of 
less than $50,000. 

Mr. McINTOSH. If the gentleman 
would yield, two points that he just 
made need to be repeated. First of all, 
over 40 percent of the investors are 
women. This is not a tax cut for the 
white male club in this country, for the 
rich male club. This is a tax cut for the 
average American person who is trying 
to save and get ahead and save for 
their family, save for their future in
vestment, save for their retirement, 
and take advantage of a stock market 
that is just skyrocketing, without hav
ing to fear that they are going to be 
punished by the tax man if they actu
ally succeed in investing and get a re
turn on the investment. 

I think my colleague's point is that 
40 percent of the investors who benefit 
from tax cuts are women; 50 percent of 
the investors make less than $50,000 a 
year. This is a tax cut for the middle 
class. And I am glad that the gen
tleman from Maryland [Mr. EHRLICH] is 
pointing out that the demagoguery 
that this is a tax cut for the rich just 
does not stand up under the scrutiny of 
the examination of the facts. 

Mr. EHRLICH. Mr. Speaker, reclaim
ing my time, but it is not just the mid
dle class. It is a tax cut for every stage 
of life. 

Getting back to capital gains for just 
a moment. The elderly realize a dis
proportionate amount of capital gains. 
In 1993, think about this, those over 
age 65 realized 40 percent of all capital 
gains. All those folks make up just 12 
percent of the population. ·Tax relief 
for every stage of life. It is a cliche, it 
is a theme, but it is real when it comes 
to this tax package. 

I know there is another tax initiative 
near and dear to the heart of my 
friend , the gentleman from Indiana 
[Mr. McINTOSH], family-owned small 
businesses and farms, estate taxes, the 
death tax, or, as we like to call it 
around here , the tax-on-success tax. 

I know my colleague is very familiar 
with the history of estate taxes in this 
country. Only 3 years ago, the minor
ity leader in this House was talking 
about lowering the threshold from 
$600,000 to $300,000. That was actually 
debated in this House. 

Today, we stand before the American 
people and we talk about an immediate 
exclusion up to $1.3 million for small 
businesses and family farms, those 
folks who are not surviving to the sec
ond generation, let alone the third gen
eration. And that is un-American. It is 
very un-American, in my view, and in 
the view of the majority of folks in the 
Second District of Maryland, that the 
Federal Tax Code penalizes folks be
cause they happen to be successful 
small business people. They are the 
backbone of the economy, as we have 
discussed. They are the folks that 
should not be punished for our Tax 
Code. 

My friend , the gentleman from Indi
ana [Mr. McINTOSH] knows very well of 
the estate tax. It came about early on 
to get at the very weal thy in this coun
try. Today, it serves as a disincentive 
for folks to pass on their small busi
nesses and their farms through their 
own family. That is not right. Third 
generation small businesses in this 
country have a survival rate of 10 per
cent in this country. That is wrong. 
That is immoral. This bill has, at least, 
a pretty good start toward a real rem
edy. 

Mr. McINTOSH. If the gentleman 
would yield further, let me talk a little 
bit more about those death taxes and 
the reforms that we are going to have 
as a result of this compromise with 
President Clinton. 

Two provisions are very important 
for family farms, for family farms and 
small businesses. There is an imme
diate exclusion of $1.3 million from 
their estate. The people might say that 
sounds like a lot of money. But when 
somebody has worked 50 years in their 
life farming a farm that they inherited 
from their parents and they find that 
land prices have gone up, · they will 
often discover that, although they do 
not have a lot of cash on hand, they are 
considered to be millionaires by the 
government when they pass away and 
try to hand on the family farm to the 
next generation. 

D 1800 
I wanted to share with the gentleman 

and my colleagues a story about a fam
ily in my district. Gerald Hunt of Ha
gerstown, IN, is a family farmer. He 
owns 160 acres of land that was pur
chased in 1948. He is getting ready to 

retire, starting to think about passing 
on that farm to the next generation. 
He has a son Niles and a daughter Clau
dia. But he is afraid that under the cur
rent law, if he tries to pass on the farm 
to that generation, they will have to 
sell it just to pay the taxes, the death 
taxes that are in our Tax Code. Fortu
nately our reform will help Gerald 
Hunt with immediate tax relief so that 
he can pass on the family farm to his 
two children. This is another step in 
tax relief for the average American 
that is in this tax bill. 

Mr. EHRLICH. The gentleman raises 
a great point. I think we need to talk 
about this to the American people be
cause they hear numbers like $600,000; 
$1.3 million. " My God, they're rich peo
ple." But he made the point, and it 
needs to be repeated time and again, 
many of these small businesses have no 
cash, no liquidity. They literally have 
to take apart what their parents have 
built up in order to pay Uncle Sam just 
to pass the business on from one gen
eration to another. It is not fair. · It is 
immoral. 

Mr. McINTOSH. Oftentimes the com
munity is the loser. If it is a small 
business and they have to sell the as
sets to pay the tax bill, then we lose 
the jobs. That business goes out of 
business. People who worked with 
them, maybe 10, 12, 20 people who 
worked in that family business, are out 
on the street looking for a new job. 

Mr. EHRLICH. What is also a poten
tial loser is open space, because when 
farmers sell, that land gets developed. 
We need farmers in this country. I 
know we both represent a lot of farm
ers. We need farmers to stay in busi
ness. We have to stop punishing them 
for being successful in life. 

Mr. MCINTOSH. Frankly, I like the 
fact that people want to pass on to the 
next generation the rewards of their 
hard work. Families are the institu
tions that have made this country 
great, and we should reward families 
who work and stay together and try to 
do that. 

If I could interject a minute on an
other part of the tax cuts that I find 
very, very important, I live in the town 
of Muncie, IN. We have a State univer
sity there, Ball State University. Most 
of the students who go there are first 
generation college attendees. Their 
parents have to scrape and save in 
order to pay the tuition, on average 
about $2,000 a year, plus room and 
board and books, and they are quite 
frankly a lot of times having to really 
struggle in order to stay in college. I 
have talked to a lot of those students 
when I go up to campus and visit with 
them about their concerns. 

This tax bill , and again I think we do 
have to give credit where credit is due 
on this one, President Clinton proposed 
the HOPE Scholarships. He campaigned 
on it in the last election. We were not 
quite sure what it meant on the Repub
lican side of the aisle, but we have 
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come together to write the HOPE 
Scholarships into law, and I think it is 
a good provision for those college stu
dents and for their families. 

Here is the way it would work. Up to 
50 percent of the first $3,000 of tuition 
will be a tax credit for people who are 
paying taxes and paying that tuition. 
That means effectively the first $1,500 
of that tuition will be paid out of the 
money that would otherwise go to 
Uncle Sam. That helps a lot in a family 
budget when they are trying to send 
one, two, maybe three students to col
lege at the same time. 

I think it is also important that we 
have been able to extend that to voca
tional school, where 75 percent of the 
first $2,000 will be credited in taxes, 
and for people who extend that beyond 
the first 2 years to their third and 
fourth year of education. 

The other aspect of this that I find 
very appealing is the tax-free IRA that 
parents can now establish and take 
benefit of the fact that they will be 
saving their money in advance of send
ing their children to college, without 
having to pay taxes on those savings 
and the return on that investment. My 
State recently passed a bill that would 
encourage parents to do that in order 
to send students to the State colleges 
in Indiana. 

I have to brag about them. IU has a 
great basketball team, also a great lib
eral arts school, Purdue has one of the 
best engineering and science schools in 
the country. Ball State, that I men
tioned earlier, is a great teachers' 
training college and architecture 
school. These are fine institutions. 

But unfortunately more and more 
people are struggling in order to be 
able to attend those institutions. 
Today if you find yourself with having 
a new baby arrive and thinking, "Gosh, 
in 18 years, I'm going to have to pay 
out a lot of money to send that child to 
college," we want to increase the in
centive for parents to start saving 
right now to send their children to 
school. These new college tuition 
IRA's, which will allow them to save 
over time, build up the cost of that tui
tion and then deduct it in order to pay 
for the tuition without having to pay 
taxes, are a tremendous way to allow 
families to plan to send their children 
to college. 

As you and Kendel know, Ruthie and 
I are expecting our first child this Oc
tober. I have to tell the gentleman it 
has already started to change my 
thoughts on how things should be done 
in the Mcintosh household. But one 
thing I can tell the gentleman we are 
going to do is start up one of these 
IRA's so that our young child will have 
a chance to go to school and we will be 
able to afford to pay it without asking 
for a pay increase here in Congress. 

Mr. EHRLICH. I hope that does not 
get the gentleman a negative ad in his 
next campaign, by the way. As the gen-

tleman knows, his wife is a special per
son to us. I congratulate him pre
maturely. She is a wonderful lady. 

I know that there is so much in this 
agreement we would like to talk about, 
and time is short. We have reform of 
the earned income tax credit, very im
portant. We have the alternative min
imum tax relief, very important for 
capital-intensive small businesses. I 
work with the printers a lot in my dis
trict and they need to invest so much 
in capital, in new machines, in a very 
competitive industry. We have exempt
ed small corporations from the alter
native minimum tax, a very important 
provision. Welfare privatization, an ex
periment in Texas, very important. 

But there is one thing I think we 
really need to talk about before we 
leave today, and I know my friend from 
Indiana has something else he wants to 
say, but I just cannot resist talking 
about entitlement reform. 

The gentleman saw the ads. How 
many ads were run in the 1996 cam
paign? 

Mr. McINTOSH. Hundreds of millions 
of dollars of ads. 

Mr. EHRLICH. Hundreds of millions 
of dollars of ads were run to scare sen
iors, with one purpose, to get votes. 
Forget facts, forget what the Medicare 
trustees had told the Congress and the 
American people. Forget what people 
knew about how in trouble the system 
was at the time and is today. But in 
order to generate resentment for votes, 
let us scare seniors. That was a very 
important tactic in some campaigns in 
the 1996 elections. 

Here we come today, in late July of 
1997, a mere, what, 7 months later, 8 
months later, and the President is 
signing a package containing almost 
all of the provisions in the package 
from 1995 that gave rise to those nega
tive ads. I congratulate AARP, I con
gratulate the Seniors Coalition, I con
gratulate the over 60 folks, I congratu
late all the senior groups who had the 
guts and the determination to be hon
est with the American people and their 
membership, which sometimes does not 
pay, as we know in politics, but to be 
honest with the American people about 
the problems with Medicare and par
ticularly in the trust fund, part A. 

Here we have $115 billion in savings 
over 5 years. We have extended the 
trust fund, the part A trust fund to the 
year 2007. We have MSA's. We remem
ber how horrible MSA's were and all 
the ads about medical savings ac
counts. We have PSO's giving freedom 
to physicians and hospitals to form 
their own networks to compete in the 
private marketplace. Freedom of 
choice is breaking out for our seniors. 
We are saving Medicare. I do not see 
one ad on TV today. Why? 

Mr. McINTOSH. No body seems to 
want to benefit politically from telling 
the truth at this point. 

Mr. EHRLICH. That is the right an
swer. 

Mr. McINTOSH. I wanted to share 
with the gentleman a story that hap
pened to me over the summer. Ruthie 
and I were at a family reunion with her 
family, the McManis family, and her 
grandmother Ruth McManis stopped 
me and said, "I'm reading things about 
Medicare again. Can you tell me what's 
happening?" They are in their eighties, 
they are retired, they are in good 
health, thank God, but they are wor
ried that if something should happen 
and they need to go to the hospital or 
they need to see their doctor, will 
Medicare be there for them? 

I could reassure Ruth at that point 
that we are going to save Medicare. We 
are going to put it on a sound financial 
footing by getting rid of the fraud, by 
getting rid of the excess payments, and 
by giving seniors more choice, so that 
if they want to keep Medicare exactly 
as it is now, they can do that. If they 
want to go into an HMO or some other 
managed care unit where they do not 
have to pay the monthly payment be
cause they cannot afford it, they can 
do that. If they want to go outside 
Medicare and hire their own doctors 
and take out their own insurance plan, 
they can now do that with this bill. 

But we are going to make sure that 
senior citizens like Ruth and Lester 
McManis, my wife's grandparents, and 
senior citizens all over this country, 
are going to be able to count on Medi
care being there so that they can have 
their heal th care needs taken care of. 

The gentleman is right. We do need 
to point out that it was used politi
cally in the last election. But I think 
we also, and this is becoming a recur
ring theme, my constituents will won
der what happened to me, because I 
have criticized President Clinton a lot. 
But now that he has agreed to do what 
I think is right, I do think we ought to 
say thank you to him as well. 

Mr. EHRLICH. I agree. 
Mr. McINTOSH. That he did put poli

tics aside in order to pass this bill. 
Mr. EHRLICH. I congratulate the 

President as well, and I join my col
league in that. I just hope that the 
American people do not have such a 
short memory that the stuff that we 
saw, and I do mean stuff that we saw in 
1996, is not repeated anytime again. Be
cause it is one thing to engage in real 
debate about real policy with legiti
mate philosophical differences between 
the parties. I love that, I know the gen
tleman loves that. That is why we do 
this. 

But to have to contend with a lot of 
the stuff that we saw, some people 
tried to sell the American people last 
campaign in order to create class war
fare and generational, and that is what 
we are talking about, generational 
warfare here, turning grandparents 
against grandchildren. It does not 
work. 

I think that was one of the lessons in 
the 1996 campaign. I think the White 
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House learned it, we learned it, the 
folks on the other side of the aisle 
learned it, that when we stop that stuff 
and actually negotiate for the common 
good of the American people, we can 
make progress. That is what this budg
et agreement represents. 

That is why I am happy to join with 
my good friend from Indiana today to 
talk about this. I am not going to use 
the term " historic," but I am going to 
use the term " important budget agree
ment," and I leave the last word to the 
gentleman from Indiana. 

Mr. McINTOSH. Mr. Speaker, a lot of 
people have asked me the question, 
where do we go from here, what hap
pens next? I would like to mention one 
thing that I think is critical in this, 
and that is, as we look at these tax 
cuts, and I have been a strong advocate 
of these tax cut provisions in the Con
tract With America from the very first 
day, they are not everything that we 
would want. 

The gentleman from Maryland [Mr. 
EHRLICH] mentioned we would like to 
go to a zero capital gains tax on invest
ment and savings. One other issue that 
I want to just mention because I think 
it is important, and I have gotten as
surance from the Speaker and the gen
tleman from Texas [Mr. ARCHER], we 
will bring another tax bill forward in 
this Congress. One issue that I am 
going to really beg that we put on the 
table because I think it is so important 
for American families is the marriage 
penalty in our Tax Code. 

One of our classmates, the gentleman 
from Illinois [Mr. WELLER] sits on the 
Committee on Ways and Means. He 
told me today he is going to make abo
lition of that marriage tax one of his 
top priorities on that committee. But I 
wanted to share with the gentleman a 
letter that I got, and I have talked on 
this floor before about this letter. It 
moved me and it is something that I 
will never forget in my career here in 
Congress. It is a letter from Sharon 
Mallory and Darryl Pierce. 

" Dear Representative Mcintosh, my 
boyfriend Darryl Pierce and I would 
very much like to get married. '' Shar
on goes on to explain she works for 
about $8 an hour at the Ford elec
tronics plant in Connersville, IN, and 
then she says, "I can't tell you how dis
gusted we both are over this tax issue. 
If we get married, not only would I for
feit my $900 refund check, we would be 
writing a check to the IRS for $2,800 in 
taxes. This amount was figured for us 
by an accountant at the local H and R 
Block office in New Castle." 

She then says, " Now there is nothing 
right about this. After we continually 
hear the government preach to ·us 
about family values. I don' t understand 
how the Government can ask such 
questions as single? Married? Depend
ents? Darryl and I would very much 
like to be married and I must say it 
broke our hearts when we found out we 

can't afford it. We hope someday the 
Government will allow us to get mar
ried by not penalizing us. " 

I wanted to share with folks today at 
home a picture of Sharon and Darryl, 
because they are the American people 
who will not benefit as much from this 
tax cut because they are not yet mar
ried, they do not have children. 
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So our next tax cut has to help them 
overcome that marriage penalty so 
that we can strengthen families in this 
country and they can have their 
fondest dream of once finally becoming 
a couple come true. 

So our work is still ahead of us, but 
today is a day to celebrate because this 
is a very, very important tax bill for 
the American people, and I thank the 
gentleman from Maryland for allowing 
me to participate in this time with 
him. It is very important that we get 
this message out. 

Mr. EHRLICH. The bottom line is, 
my friend, when you empower families, 
when you return money to people, 
when you stop the ability of govern
ment to always, always, always grow, 
you hardly ever go wrong, and that is 
the bottom line to this package. I 
thank my friend from Indiana, Mr. 
MCINTOSH. 

HOUSE LEADERSHIP QUESTIONED 
IN CONGRESSIONAL ELECTION 
INVESTIGATION 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, the gentlewoman from 
New York [Ms. VELAZQUEZ] is recog
nized for 60 minutes as the designee of 
the minority leader. 

Ms. VELAZQUEZ. Mr. Speaker, there 
is an unprecedented attack currently 
under way in this Congress. Right now 
Republicans are engaging in a war on 
women, on Hispanics and on the gentle
woman from California [Ms. SANCHEZ]. 

Last November the gentlewoman 
from California [Ms. SANCHEZ] was 
elected to the House of Representatives 
for the 46th District of California, fair 
and square. The loser, Bob Dornan and 
the Republicans, have refused to con
cede defeat. The story about how far 
they will go to defeat this woman, His
panic Member of Congress, is shameful. 
After 9 months and after spending 
$300,000 of the taxpayers money, they 
still have not given up. They have 
issued subpoenas at Bob Dornan's re
quest, they have forced the gentle
woman from California [Ms. SANCHEZ] 
to prove that the people who voted for 
her had the right to vote. 

Mr. Speaker, this is not only unprec
edented, it is wrong. The burden of 
proof is on the loser. The Washington 
Post agrees. Yesterday they said that 
the burden of proof falls on the plain
tiff, in this case Bob Dornan. The Post 
takes it further. They said that there 

is no credible evidence to change the 
outcome of this race. The message is 
clear: admit defeat and give up. 

That has not stopped the Republicans 
from harassing law abiding citizens 
though. They have subpoenaed INS 
records, and the result is that the INS 
offices has been spending all their time 
responding to the subpoenas and are 
unable to do their real work. 

But that is not all. The Republicans 
have used this so-called investigation 
as a way of harassing their political en
emies. They have harassed Catholic 
Charities, they have examined the 
records of 20,000 community college 
students, and they have admitted tar
geting unions that employed · immi
grant workers. This kind of behavior is 
just outrageous. The Republican lead
ership is using the Committee on 
House Oversight to try to throw out 
the election of a Member of Congress 
without being able to prove any wrong
doing. 

Mr. Speaker, the gentlewoman from 
California [Ms. SANCHEZ] should be al
lowed to do what she does best, rep
resent the people of the 46th district of 
California. Instead· she has been forced 
to bear the burden of proof of her inno
cence. This is a total abuse of power by 
the Republicans. 

This is not just a personal attack on 
the gentlewoman from California [Ms. 
SANCHEZ]. This is an attack on women, 
and it is a clear attack on Latinos. By 
using this opportunity to crosscheck 
voting records with records of the INS, 
the Republicans are trying to intimi
date Hispanics and trying to keep them 
from voting. 

Mr. Speaker, I have news for the Re
publicans. Hispanics are here to stay. 
They are a growing economic force, 
and, as the Republicans are finding 
out, they are a growing political force. 

I will give the Republicans a bit of 
free advice: If they want to win elec
tions, the best way to do it is to re
spond to the needs of the voters. In
stead of trying to show that every 
Latino is an illegal and trying to deny 
them the right to vote, they should lis
ten to what Latinos have to say. In
stead of trying to intimidate women, 
they should listen to what they have to 
say. 

Mr. Speaker, instead of learning 
their lesson when they lose an election, 
as most people do, the Republicans are 
using their power to distort the demo
cratic process. Is that what the Amer
ican people want? Is that what the 
democratic process is all about? I do 
not think so. 

Now I will yield to the gentlewoman 
from California [Ms. LOFGREN]. 

Ms. LOFGREN. Mr. Speaker, I am 
known here in the House as someone 
who is not a ranter and a raver, if I can 
use that phrase. I like to work when
ever possible in a bipartisan manner to 
find common ground and to achieve 
real progress for the American people. 
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I think all of us were sent here to do 
this and to make a difference in that 
way. 

But I find myself unable to remain si
lent any longer about the Sanchez 
race. You know, I am mindful that the 
investigation that has been going on 
has now consumed more time than the 
entire campaign and election did from 
filing to election date, and I think 
there is something wrong when an in
vestigation that produces nothing con
tinues throughout what looks to be a 
plan to consume the entire term of the 
person's office. 

Now if there was any evidence of be
havior that would affect the outcome, 
perhaps we could be more patient with 
this , but as the Washington Post has 
pointed out and as a matter of long
standing law as well as precedents of 
this House, the burden of proof is on 
the plaintiff in this case , and there is 
no credible evidence that has been 
brought forward that would lead any 
objective observer to the conclusion 
that the outcome of this election will 
be changed in any way through addi
tional investigations. 

As the gentlewoman from New York 
knows, I am a member of the House 
Committee on the Judiciary, and in 
that capacity I serve on the House Sub
committee on Immigration and Natu
ralization. I regret to report that the 
state of the records of the Immigration 
Service is so poor that the information 
being asked for frankly is not going to 
be able to be delivered in any kind of 
timely fashion. And by way of example, 
when the first request was made to the 
Immigration Service to match up 
names with INS records was delivered, 
500,000 names came back, nearly, well, 
almost the entire population of a con
gressional district from all over the 
United States. Obviously this proves 
nothing. The numbers are now down to 
such a short percentage that there is 
no way the outcome could possibly be 
affected. 

Now I have heard Members on the 
other side of the aisle stand here in 
this well and become highly enraged 
and distressed and upset at the concept 
that this investigation would be per
ceived as racist and would be perceived 
as sexist and would be perceived as par
tisan, and I believe that those individ
uals who spoke in that manner did so 
in good faith and honorably. But I am 
here to say that if you continue after 
today, you are warned that in fact it 
will be taken in that manner by people 
of good-faith, not only in California 
and Ms. SANCHEZ' district but through
out this country, because Sanchez is as 
American a name as Lofgren or Smith 
or Wong, and yet the only individuals 
being looked at are Americans with 
names like Velazquez and Sanchez. 

And that is being taken very poorly 
in those sectors and, I think, rightfully 
so. We are not asking to see the natu
ralization papers of any Flahertys or 

Clintons, and I think that the voters 
and Americans in California have got it 
about right as to the impact of this in
vestigation. 

I have come to know Congresswoman 
SANCHEZ as a very strong, forceful 
voice for ordinary working people in 
her district. I think it is important for 
the Republican Party to put this mat
ter to one side to allow Congresswoman 
SANCHEZ to do her job, and we will have 
another election just next year. Can
didates can run and voters can choose. 
That is the way to settle this at this 
point. 

And I would just urge that Members 
in good faith, Members of this House 
who take their oath of office seriously, 
will step back, ditch the partisanship, 
let the gentlewoman from California 
[Ms. SANCHEZ] do her job. 

Ms. VELAZQUEZ. Does the gentle
woman know the demographics of Lo
RETr A SANCHEZ' district? 

Ms. LOFGREN. Yes, I do. 
Ms. VELAZQUEZ. And what type of 

message are we sending to the Hispanic 
community when the names that have 
been checked with the INS only are 
those of Hispanic Americans? 

Ms. LOFGREN. Well, you know it re
minds me, Congresswoman, of an inci
dent that happened, and I have only 
been in this Congress now for 32 
months, but I served in local govern
ment in California for a number of 
years, and several years ago the Repub
lican Party in southern California 
hired guards and posted them around 
the polls but only in sections of town 
that were primarily Latino. And, in 
fact , the Republican Party was sued 
over that and the court found that it 
was discriminatory and the Repub
licans were fined. 

Many people in California are lik
ening this investigation to that more 
egregious, and, I would say, inten
tional , effort to try and discourage 
Americans who are of Hispanic descent 
from exercising their franchise, as 
every other American should do. It is 
certainly, I think, the wrong message 
for America, the wrong message for our 
children to see. 

We are living in a country, fortu
nately, where what defines your Ameri
canism is not where your parents or 
grandparents came from, it is not 
whether your name is Smith, Wong, or 
Sanchez, it is not the color of your 
skin. It is your belief in freedom, it is 
your belief in the ideals of this country 
that make you. It is your willingness 
to stand up for your country that make 
you an American in belief, and the sep
arating out of Hispanic Americans I 
think is terribly wrong. 

And I will make this prediction as 
well , that in the end Latino Americans 
in California have taken great offense 
at this, and I think are certainly reg
istering to vote in much greater num
bers than historically has been true , 
and I think what I am hearing from my 

constituents or Latinos is that they 
now understand in quite a different 
way which party is on their side, and I 
have recently heard that from other 
Americans whose parents immigrated 
from places other than Europe, includ
ing friends in the Korean-American 
business community and others. 

So I think in the end this will all be 
resolved, but for now I think it is im
portant for us to step back. I have 
heard people say, well, in 1984 some
thing happened that the Democrats did 
that was wrong. I was not here then. If 
the Democrats did something wrong, 
they should not have done it, but we 
should not do a bad thing. We should 
do what our oath of office requires us 
to do , what is right for America, what 
is right for this House and hold up our 
heads proudly. 

Ms. VELAZQUEZ. Now I yield to the 
gentleman from California [Mr. FARR]. 

Mr. FARR of California. Mr. Speaker, 
I am glad to comment for a minute and 
then yield here for a colloquy with my 
friends because I think why we are here 
tonight is to stand on the floor of the 
House of Representatives in defense of 
this institution and criticizing essen
tially the attack that has been made 
upon this institution. 

D 1830 
It has been an attack on this institu

tion, because it is an attack on a par
ticular Member, the gentlewoman from 
California, Ms. LORETTA SANCHEZ, who 
got elected to this House. She was de
clared the vote winner by the Sec
retary of State of the State of Cali
fornia, entered this House , took the 
oath of office. And now there is a witch 
hunt to say that because she had a 
close election, she won by 984 votes, 
that therefore, and because her name is 
SANCHEZ, and because she lives in 
southern California, and because many 
people in southern California have 
Latino names, that people voted in 
that election who should not have 
voted. 

Mr. Speaker, I think there are prob
ably people in most elections in Amer
ica who voted who should not have 
voted. There are illegal votes cast in 
this country. But to say that they were 
all cast in one congressional district is 
ridiculous. 

The reason that I am so upset about 
it, if indeed Members want to go after 
close elections, the election of the gen
tlewoman from California, Ms. LORET
TA SANCHEZ, ranked fifth. Listen to the 
names ahead of her: The gentleman 
from Pennsylvania, Mr. JON Fox, the 
gentleman from Massachusetts, Mr. 
JOHN TIERNEY, the gentleman from 
Washington, Mr. ADAM SMITH, the gen
tlewoman from Washington, Mrs. 
LINDA SMITH. All of those people , Mem
bers of this House, won by lesser votes 
than she did. 

So, essentially, the gentleman from 
Pennsylvania, Mr. JON Fox, won by 84 
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votes. Did anybody challenge that elec
tion and say there were illegal voters 
in his election, or in the election of the 
gentleman from Massachusetts, Mr. 
JOHN TIERNEY? Did the Canadians come 
in and illegally vote in the election of 
the gentleman from Massachusetts, 
Mr. JOHN TIERNEY, or the gentleman 
from Washington, Mr. ADAM SMITH, and 
the gentlewoman from Washington, 
Mrs. LINDA SMITH? How many Cana
dians are they challenging? 

No, they are picking out one race, 
one congressional district in all of the 
United States, one that came in fifth 
from the bottom, and going after that. 
Why? Because of a very controversial 
former Member of this Congress who 
has decided ad hocly not to give up his 
title, but to use his color of title to go 
after the person who won. So I engage 
my colleagues in a colloquy about this, 
and certainly would ask the gentle
woman from Connecticut (Ms. 
DELAURO), for a comment on it as well. 

Ms. DELAURO. Mr. Speaker, will the 
gentlewom~n yield? 

Ms. VELAZQUEZ. I yield to the gen
tlewoman from Connecticut. 

Ms. DELAURO. Mr. Speaker, I just 
want to say, I think my colleague is 
right. My colleagues who have spoken 
are right. I think there is an important 
point. First of all, the point the gen
tleman brought out was that there are 
several people who had more narrowly 
determined races on whom nothing is 
being challenged. No list of ethnic 
names are being addressed and none 
are being requested. 

I think what is important to note, 
and the gentleman talked about it, the 
gentlewoman from California (Ms. LO
RETTA SANCHEZ), was certified the win
ner of this election. It was by a Repub
lican registrar of voters, and a Repub
lican secretary of State. 

That was after, which is even a sec
ond piece of this, which is because we 
had some other races that in fact were 
more narrowly defined, but there was a 
recount of every single ballot, and the 
gentlewoman from California (Ms. LO
RETTA SANCHEZ), was determined and 
certified the winner by 979 votes. So I 
think that is what the point is. 

When we look at this issue, what we 
need to wonder about is is this a politi
cally motivated attempt to steal an 
election? Is it, by virtue of the requests 
that have been made from the Immi
gration and Naturalization Service 
about the thousands and thousands of 
Hispanic names to be reviewed, is it 
anti-Hispanic? And third, given what 
we know, again, about the certification 
and other races that were not looked 
into , that the nature of the hearings, 
are they not in fact a waste of tax
payers' dollars? 

Ms. LOFGREN. Mr. Speaker, if the 
gentlewoman will yield, does the gen
tlewoman from Connecticut happen to
know the amount of money that has 
been spent on this investigation by the 
House so far? 

Ms. DELAURO. I will be happy to tell 
my colleagues. First, we have spent 9 
months at this effort and over $300,000 
in taxpayers' funds investigating this 
election. 

Ms. LOFGREN. Does that include the 
cost incurred by the Immigration Serv
ice to comply with all these many re
quests that have yielded nothing? 

Ms. DELAURO. It does not. As a mat
ter of fact, in our Committee on Appro
priations process, the gentleman from 
Maryland (Mr. HOYER) , asked that the 
INS be reimbursed the money that 
they have had to put out to do this, 
and the answer came back from the 
committee as a no, that we would not 
reimburse them for doing that. So out 
of the INS budget there is that money, 
in addition to the $300,000 that has al
ready been spent. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
if the gentlewoman will yield further, I 
just wanted to make one more point. 
Although the contested election is 
about the result of the 46th Congres
sional District, in which 93,000 people 
voted, Mr. Dornan and his Republican 
allies sanctioned the INS to pry into 
the records of all of 1.3 million Orange 
County voters. This means that the Re
publican-led Committee on House 
Oversight ordered the INS to go 
through the records of hundreds of 
thousands of people not associated 
with the results of this contested elec
tion. Most of these people could not 
have cast a vote either for or against 
the gentlewoman from California, Ms. 
LORETTA SANCHEZ, or Bob Dornan be
cause they were not even living in that 
district. 

So it is definitely unfair, it is uneth
ical, and an invasion of privacy for 
these registered voters to be subjected 
to the antics and the subpoenas of this 
private citizen, Dornan. 

Ms. DELAURO. Mr. Speaker, I think 
it is important to set the record 
straight here. Bob Dornan, a former 
Member of the House of Representa
tives, no longer a Member of this body, 
a private citizen, if you will, he has 
been given the power to subpoena. That 
is unheard of. It is unprecedented. He 
has used this authority to truly harass 
his political enemies, forcing them to 
spend thousands and thousands of dol
lars. That is a terrific point. I think it 
is important for people to know he has 
no standing and no jurisdiction as a 
Member of this body. 

Mr. FARR of California. In the elec
tion next door, the gentleman from 
California, Mr. GEORGE BROWN, he won 
with 17 more votes than the gentle
woman from California, Ms. LORETTA 
SANCHEZ, 17 more votes; the same type 
of mix of ethnic populations. Is anyone 
going after the voters in his district 
and suggesting that that election was a 
fraud? No. This is absolutely the first 
time in the history of this country, in 
this House, when they have used the 
powers of the INS, the Immigration 

Service, to go back and question people 
how they became legal citizens. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, will the gentlewoman yield? 

Mr. VELAZQUEZ. I yield to the gen
tlewoman from Texas. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, the gentleman raised a very 
valid point. Let me just add my voice 
to my colleagues who are here tonight. 
I will be brief. 

As a member of the Committee on 
the Judiciary, we have certainly been 
watching from a distance, because sub
poenas are extremely sacred or a very 
special procedural tool for which one 
must document and provide safeguards. 
You cannot just randomly go out. It is 
amazing to us that we would have a 
subpoena process by a private citizen 
whom this House is allowing to proceed 
against a sitting Member of Congress, 
who is duly representing 550,000 citi
zens. 

If we do nothing more than to ask 
this Republican Congress to cease and 
desist in allowing that sort of infrac
tion of rights because we cannot find 
any basis, and as the gentlewoman 
from California said, utilizing the INS, 
I do not want to say in its innocence, 
but in its responsibility, misusing its 
responsibility. 

I think it is appalling, I think it is 
outrageous, and I do think today as we 
stand here , on July 29, it is time now to 
say, end it forever and forever, to allow 
the gentlewoman from California, Ms. 
LORETTA SANCHEZ, who has been ably 
serving, to serve her constituents and 
not to be operating under a false cloud 
of taintedness that has been rep
resented by someone who has simply 
lost their election. 

Mr. MINGE. Mr. Speaker, will the 
gentlewom~n yield? 

Ms. VELAZQUEZ. I yield to the gen
tleman from Minnesota. 

Mr. MINGE. Mr. Speaker, I represent 
an area in Minnesota that is quickly 
seeing the ethnic composition of the 
population change. It has been dra
matic. I know that quite often there is 
a suspicion that if we have a new fam
ily in town, maybe it is not docu
mented, maybe it has come into our 
country illegally, or an individual. 
There is also a suspicion as people 
move in and out of apartments, large 
numbers of people may be living under 
one roof or at the same address, and do 
we have illegal residents. 

One thing that really struck me 
about this case in California was the 
fact that it went beyond just worrying 
about this, but apparently there are ac
cusations that have been made that if 
people live at the same address, they 
must be registering fraudulently to 
vote. 

I have learned that many of these 
people are, say, residents at a senior 
housing project; or in one case, it was 
nuns that were part of an order, a 
Catholic order, and it was suspected 
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that the nuns were illegal residents; or 
that military personnel, somebody at 
the same address, because they were at 
an Air Force base or a naval base, were 
registered illegally. 

I think it borders on paranoia, and I 
think it is unfortunate that a colleague 
of ours, whether it is a Republican or a 
Democrat, were to have to spend vast 
sums of money to answer allegations 
which really appear to be baseless and 
participate in a fishing expedition. 

I really think it would behoove our 
body if there would be some way that 
this investigation could be promptly 
brought to an end, honorably, so really 
the divisive characteristic of this in
vestigation can be put behind us. Be
cause we certainly have, as this week 
indicates, some very large issues to 
struggle through. The budget agree
ment that was negotiated last spring 
and the legislation which is now being 
drafted is where we ought to be focus
ing our attention. I think all of us 
should spend most of our time on this. 
This is just sort of a brief interlude 
where we have taken deep concern in 
one of our colleagues' situations. 

Ms. LOFGREN. Mr. Speaker, I know 
the gentleman represents an area more 
in the interior of the country, but the 
gentleman and I are members of a very 
small group here in the House, the 
Scandinavian Caucus. As I think back 
in listening to the gentleman speak 
about his district, I am reminded of my 
own grandfather who was an immi
grant, and he had his naturalization 
certificate and he hung it on the wall, 
he was so proud of it. 

As the gentleman is talking about 
newcomers coming in, I do not recall 
ever a time when people of Scandina
vian descent were hunted down to see if 
there was proof of their citizenship. 
Yet he was an immigrant, much more 
than many of the Latinos in California 
whose families have lived in California 
for generations, long before my family 
arrived. 

I wonder whether in the gentleman's 
experience there has ever been these 
issues raised about what are the 
Scandihoovians doing there, and are 
they legit? 

Mr. MINGE. Mr. Speaker, I think 
each wave of immigration has brought 
with it a certain resentment on the 
part of the folks who are already there 
against the newcomers. I think even 
Scandinavians, unfortunately, face 
some of that. 

But I look back in reading Minnesota 
history with some interest to learn 
that ballot instructions in my State 
were once printed in nine · languages, 
including three Scandinavian lan
guages, as well as Spanish. This was at 
the turn of the century, about 100 years 
ago. So I think when we did have these 
large waves of immigTation from Eu
rope, we tried to somehow fit our vot
ing and our citizenship process to be as 
inclusive as possible. 

I think here we see sometimes what 
borders on xenophobia, and it is very 
unfortunate. Certainly none of us want 
to encourage illegal immigration, but I 
think folks who are in our country, 
who are legal residents of our country, 
they have gone through the steps of 
naturalization and become citizens, 
they are valued members of our com
munity. We ought to treat them with 
respect and we ought to welcome them 
into the political process and make 
sure they are full participants, because 
we need, as all of us know, as broad a 
participation as possible in the polit
ical process. We are constantly trying 
to encourage people to join with us, 
whether they be on our side of the aisle 
or not, just to be a part of the debate. 

Mr. DAVIS of Illinois. Mr. Speaker, 
will the gentlewoman yield? 

Ms. VELAZQUEZ. I yield to the gen
tleman from Illinois. 

Mr. DAVIS of Illinois. I think the 
gentleman makes a very valid point, 
Mr. Speaker, given the fact that we 
really ought to be trying to find ways 
to bring people into the process; that 
is, to encourage people to participate. 

We always talk about the greatness 
of this democracy of ours, and that 
people should be involved. Here we are 
in a situation that is actually doing 
just the opposite, trying to intimidate 
people, suggesting to them that they 
ought not participate. 
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I think it is horrendous. It is unbe

lievable. That is why I am so pleased 
that I decided to come over this 
evening and join with all of my col
leagues as they all say that enough is 
enough. When are we going to quit it? 
When are we going to cut it out? 

I have looked at at least 15 or 20 
newspaper clippings, all indicating that 
the investigations are turning up abso-
1 utely nothing. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, if the gentlewoman will con
tinue to yield, I know how hard the 
gentleman has worked in an era of civil 
rights, not because of age but because 
of commitment. Is it not interesting 
that we are talking about civil rights 
for now a new immigrant group, His
panics, when in the Deep South and 
many other places there was a chilling 
effect for African-Americans to vote, 
1950's and 1940's and 1960's. There was 
the poll tax and intimidation. 

Why . are we in 1997 carrying on sort 
of the same traditions of intimidating 
people from voting by using INS offi
cers coming to your door investigating 
nuns? It looks like this country would 
recognize that with Scandinavians, 
with new immigrants, with Asians, 
with Hispanics, African-Americans, I 
come from an immigrant background, 
that everyone deserves a chance to par
ticipate. It looks like that is what the 
gentlewoman from California [Ms. 
SANCHEZ] stands for. 

Mr. DAVIS of Illinois. Mr. Speaker, I 
agree with that, because if it is His
panics today, Latinos, then it is Afri
can-Americans, Scandinavians, Greeks, 
it is some body else tomorrow. We all 
stand with the gentlewoman from Cali
fornia [Ms. SANCHEZ] and want to make 
sure that she does not have to keep 
going through this unnecessary hassle. 

Mr. TIERNEY. Mr. Speaker, if the 
gentlewoman will continue to yield, I 
came in a little bit late but I, like 
yourself, came down here when I saw 
that this was the topic this evening. I 
have been watching this scenario un
fold for some period of time. 

Let me not go away permanently 
from the issue of civil rights, which I 
think is important. I come from the 
Irish minority, which is not much of a 
minority around here, but we had our 
history and we had our difficult times 
getting into the electoral process. I am 
proud of the fact that we are very 
much engaged in it now and that we 
contribute so much. 

Let me take it to a political level. I 
think that is something that we have 
to be mindful of here. This is not only 
a recount that is going on out in Cali
fornia. I was the subject of a recount in 
my district. I know from past experi
ence, working on other people's re
counts over the years, that when those 
votes are counted, one by one, you 
have got a real definite idea of how the 
vote resulted. 

At the end of that recount, Ms. 
Sanchez was declared the winner by al
most 1,000 votes. That is a significant 
margin of victory in a recount situa
tion. 

Now I think we take it to the poli t
i cal level. This is not about just civil 
rights. It is about politics. This is 
about how can the Republican Party 
get behind a candidate who will not let 
go, a person who lost and now knows he 
lost, if he has any touch with reality, 
will not let go of the situation? And 
they come on and they get behind it 
and let this situation keep unfolding so 
that we have a Member of Congress, 
who represents almost 600,000 people, 
that has to come here and do the busi
ness for those people and represent 
those people on some very significant 
and important issues and at the same 
time, because the party chooses not to 
let it go, because they, I think, perhaps 
would like to see a Democrat in that 
position, allow that situation to unfold 
so that not only does LORETTA SANCHEZ 
have to do the business here; she has to 
be mindful of what is going on back at 
home. 

As my colleague from Chicago just 
said, back home it is clear in the pa
pers there is nothing going on of any 
substance there except for this obses
sion with the lack of reality that goes 
on and on. 

Let me just say that I think the vot
ers back in Orange County should be 
significantly proud of the work LORET
TA SANCHEZ does in spite of what has 
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been going on back there and the way 
it must be some sort of distraction, but 
you would never know it for the fine 
work she is doing here. 

Mr. FARR of California. Mr. Speaker, 
the gentleman had a closer election 
than LORETTA SANCHEZ? 

Mr. TIERNEY. It was a 360 vote mar
gin. At the end of the election we had 
a recount and I won by 371 votes, which 
in that case was significant enough 
that a recount could not change that. 
Yet LORETTA SANCHEZ' was so much 
larger than that. 

Mr. FARR of California. She won by 
900 votes. So you have a very close 
election, and yet they are not going 
after you and doing a witch hunt in 
your district in Massachusetts. After 
all, you are close to Canada, you could 
have had some Canadians sneak over 
and vote for you. 

Mr. TIERNEY. We counted every 
vote, and there was a reality in my dis
trict. The voters knew the first time. 
They certainly knew after the recount. 

Mr. FARR of California. The point is 
here is an election that is closer than 
the one that you were talking about in 
Orange County, a lot closer. There is 
no purge or g·oing through and sug
gesting that the people in that election 
were all voting illegally because they 
were not properly registered. I think 
that this is obviously a witch hunt. 
There is 21 races that you say were 
close, that won by 6,000 votes or less, 21 
in the 435 Members of Congress. And of 
these top 21, there is only one that 
they are going after, and there is only 
one in that whole group of 21 that has 
a Hispanic name, SANCHEZ. 

I think that this is a witch hunt. It is 
embarrassing to this institution and 
ought to be called off. And it would not 
have been done had she not beaten Rep
resentative Bob Dornan, who every
body knows is a bulldog of every stripe 
and was here dominating this time usu
ally in the evening on special orders 
about these issues. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
I have a question for the gentleman. 
During your recount or during any re
count that you may know of, has there 
ever been a case such as this one 
where, in addition to the votes in your 
particular district, thousands and 
thousands of votes and thousands of 
voters' records were subpoenaed and 
looked into that had nothing to do 
with your particular election like in 
this case approximately 1.3 million Or
ange County voters had the INS go and 
look at their records? 

Mr. TIERNEY. No, certainly not. I 
suspect that this is what the American 
public has to hear. This is not about a 
recount to see if they are going to turn 
the seat over. I think everybody with 
both feet on the ground or both oars in 
the water knows that this election is 
over, that LORETTA SANCHEZ has won. 
Never in my experience, either as an 
attorney representing people, my own 

recounts and other recounts, has any
body found the need to go outside. 
Most State officials would not let it 
happen. 

Certainly most Federal officials 
would not pursue it to go on. I think 
there should be some shame on the 
Members in this institution for allow
ing it to go on. To the extent they are 
participating in it, egging on and abso
lutely doing away with the rights of an 
individual, no longer do they make the 
person who is making the challenge 
prove the case. In this situation they 
would like LORETTA SANCHEZ to prove a 
negative. _ 

Ms. VELAZQUEZ. On the question of 
the gentlewoman from California, the 
fact of the people who were, their files 
were requested to be with the INS, 
those surnames were Latino surnames. 
What kind of message are we sending 
to our Latino community? And yester
day on this floor there was the debate 
on the legislative branch where some of 
the Republicans were accusing us, the 
Democrats, of playing the race card. 
But how could you explain that, of all 
those who vote in California, the only 
names, the only voters that were re
quested to be proved by the INS were of 
Latino surnames? 

Mr. TIERNEY. I think that is a good 
point here. What we ought to be focus
ing on is why are we not having some 
explanation from the Members that are 
Members of this House that are driving 
this situation as to why this continues 
on. Why is there not some prospect 
here that a responsible leadership in 
this House would call on those Mem
bers to get down here and say why is it 
that this committee and this House 
would allow the kind of subpoena 
power to go on that has been going on 
when constitutional authorities have 
questioned it? Why would they allow 
this situation to go on when it has this 
overtone in terms of race? Why would 
they do that without coming down and 
explaining? If they say that is not the 
way it is, if they say there is some 
valid reason for this process to con
tinue, I think the American people 
have to a right to hear about it. 

More specifically, I think the people 
in that particular district have a rea
son to know why they are inundated 
with this sort of nonsense day in and 
day out, article after article indicating 
this is nothing but a witch hunt, has no 
basis in reality, and there ought to be 
an answer given. I would suspect that 
there ought to be Members on this 
floor standing up explaining them
selves. 

Ms. VELAZQUEZ. I would like to add 
that this is the first time where I see 
that the burden of proof is not on the 
loser. They are forcing LORETTA 
SANCHEZ to prove that the people who 
voted for her had, in fact, the right to 
vote. That is not only wrong, it is 
shameful. 

Mr. CAPPS. Mr. Speaker, if the gen
tlewoman will continue to yield, I had 

a point very much in keeping with 
what we have been saying here, per
taining to the spirit of this place at 
this very time. Right now, as we are 
talking about this situation, many of 
our colleagues are demonstrating the 
spirit of bipartisanship by having a 
baseball game. And that sends all kinds 
of signals out to the American people. 

On a more substantive matter, this 
week the House will probably over
whelmingly pass a bipartisan budget, 
tax relief bills that will in my judg
ment be of enormous benefit to Ameri
cans all over this great land. But in the 
midst of all this, in the midst of this 
spirit of bipartisanship, we must rise 
this evening to protest these wrongs 
that are being brought upon my friend 
and fellow Californian LORETTA 
SANCHEZ. Others have focused on the 
bipartisan nature of this investigation. 
I want to talk about another aspect of 
it. 

First of all, I want to express my sup
port of the gentlewoman from Cali
fornia [Ms. SANCHEZ] but also to say 
that the real losers in this debate are 
the hundreds of thousands of Orange 
County residents whom she represents. 

I know from experience that being a 
freshman, a new Member, especially in 
a district previously in the hands of 
the majority, is a very difficult job. It 
is difficult to concentrate on legisla
tive issues, constituent service, com
munities projects, without facing the 
constant drumbeat of electoral charges 
that have been rained down upon a 
very able Representative, the gentle
woman from California [Ms. SANCHEZ]. 

My colleague has been forced to ex
pend so much of her time, her energy 
and her resources on what I would call 
a misguided inquisition, and it is to her 
credit that she has managed to become 
an effective Representative in this 
kind of working context. So it it is cer
tainly time for the investigation to 
end. It is time to bring the same civil
ity, the same spirit of civility that 
characterizes our current legislative 
breakthroughs to this issue. It is time 
to give the people of Orange County 
the same constitutional right to full
time representation as all Americans 
deserve. I want to say that I stand with 
LORETTA SANCHEZ in tonight's very im
portant spec_ial order. 

Ms. VELAZQUEZ. Mr. Speaker, I 
yield to the gentlewoman from Con
necticut [Ms. DELAURO]. 

Ms. DELAURO. Mr. Speaker, I just 
wanted to add, sometimes people think 
that we stand here and on some of 
these issues that it is our view, it is 
our opinion. I said earlier today that 
the gentleman who lost this race, Bob 
Dornan, who is an ordinary citizen 
today, has been given tremendous 
power by being able to subpoena peo
ple. It is just not hearsay on my part 
about what he is willing to do, quite 
frankly, what kind of inaccuracies that 
he is engaged in. I think it is impor
tant that it be part of the record to 
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note that his claims are proven time 
and time again to be baseless and to be 
without merit. 

In April, the Los Angeles Times 
wrote, and I quote, that a close review 
of Dornan's contentions shows them to 
be overstated and riddled with inac
curacies. 

So you have someone who is out 
there being bestowed with this tremen
dous power who is saying and doing, 
quite frankly, whatever he wants to do; 
and in trying to contravene what the 
people, the people of the 46th District 
of California said and they stated. And 
LORETTA SANCHEZ is trying to rep
resent them in this body and is doing a 
good job of representing them every 
single day with having to concern her
self first and foremost with the job 
that she was elected to do. 

People put their trust and their faith 
in us when we come to this body. She 
is trying to carry out their wishes, 
what their interests are for themselves 
and for their families, as I said, doing 
a good job of that effort; and at the 
same time having to struggle with a 
whole lot of potentially and, as it is 
listed here in the Los Angeles Times 
and others, some baseless statements 
of fact and being forced to have to raise 
hundreds of thousands of dollars to be 
able to counteract legal fees. 

The fact of the matter is, it is 
enough. In Italian there is a saying 
which is "basta," enough. We have 
looked at this. There has been a certifi
cation. Let us allow the gentlewoman 
from the 46th District to continue to 
do the work on behalf of her constitu
ents. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
I just want to add and emphasize some
thing that I feel is extremely impor
tant. Not only was the subpoena power 
given to an ordinary citizen, but the 
power that was given to subpoena far 
beyond the district election that was 
being contested so that the constitu
tional rights of thousands of other Or
ange County voters who had nothing to 
do with this particular election, their 
records were also subpoenaed. So it is 
extremely frightening, the fact that, 
No. 1, this leadership would give sub
poena power to an everyday citizen 
and, second, that that power is ex
tended far beyond the contest in ques
tion. 

Ms. VELAZQUEZ. Mr. Speaker, I 
would like to add by asking the gen
tleman from Massachusetts, based on 
his case where there was a recount, 
who had to prove that the voters who 
voted had the right to vote on his case? 

Mr. TIERNEY. The challenger. The 
challenger has the obligation and bur
den to overcome the results that are 
there and that are certified. In this in
stance, it is an even additional burden 
on that because there they are cer
tified. The recount has been done. 
Again, I do not mean to contradict my 
colleagues here, but I like to keep 

bringing the focus back to this institu
tion and this leadership that is allow
ing this to continue. 
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We can talk about a private indi

vidual having too much authority, a 
private individual getting subpoena 
power that no other private individual 
has, but we have to come back to this 
institution and wonder why our col
leagues on the other side of the aisle, 
that have elected that leadership to 
this body, are allowing them to do to a 
Member of this body what has never 
been done before, and ought not to 
have been done in the first place, and 
oug·ht not to be done, period, in this 
body, because it is a blight on this en
tire situation, it is a blight on the 
membership of this organization. 

We have an institution here that has 
to be protected, we have Members that 
have rights, and we have to go back to 
the voters and explain to them why it 
is that this body and this leadership is 
disregarding the Constitution, dis
regarding the rights of a Member, dis
regarding the rights of people living in 
that district and of the American pub
lic in general, and making a mockery 
of the electoral process. 

I think there should be some expla
nation for that. Because no matter how 
much we want to blame the individual 
who does not seem to be willing to let 
go, I think we have to blame the people 
in this institution who are driving this 
as a partisan matter. 

I know everybody likes bipartisan
ship and everybody likes to talk about 
how well we can get along down here. I 
do not necessarily subscribe to that. I 
think a good heal thy dose of partisan
ship is what this place needs, but the 
right kind of partisanship. 

It is heal thy for us to stand up and to 
debate our differences. It is healthy for 
us to set forth what our policies are 
and our principles, debate them, have a 
deliberative process, argue them, and 
come out and have a vote on them in 
this body. That is the kind ·of partisan
ship that the public has a right to ex
pect and probably desires. What they 
do not need is petty bickering and 
petty partisanship where a majority in 
this body, through its leadership, 
would actually allow this kind of 
atrocity to go on. 

This type of a situation, where no 
one in their right mind believes it is al
lowable or acceptable to continue on, 
to harass a Member and to particularly 
make their life miserable, with no 
prospects of ever winning, and to take 
on an entire class of people that have 
done nothing wrong except go to the 
ballot box and exercise their right to a 
constitutional privilege to vote. And 
that is who we should have down in 
this body now, is that leadership, that 
group of people that are allowing this 
to continue. They should have to an
swer to the American public. They 

should have to answer to the people in 
the district of the gentlewoman from 
California, Ms. LORETTA SANCHEZ. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
I certainly agree with my colleague, 
and again I wish to point out that all of 
this has been at a tremendous cost to 
taxpayers. Over $300,000 has been spent 
on an election that has been duly cer
tified by the Republican Orange Coun
ty registrar and the Republican Sec-
retary of State. · 

So this is money that has been 
thrown away, and in spite of all the 
money and time and the violations and 
thing·s that we have talked about on 
this floor, Dornan is no more closer to 
getting the election than he was on No
vember 5. It has been a total waste of 
money, of taxpayers' money, and it 
really is a black mark on the leader
ship for allowing this to happen. 

Ms. DELAURO. If the gentlewoman 
would yield, I would say, look, it is dif
ficult to lose. Anyone who has run for 
public office understands that it is 
hard to lose. But when you have lost, 
and when there has been a recount of 
every single vote and there has been a 
certification of the election, quite 
frankly, after months and months of 
deliberation, 9 months, $300,000 in cost, 
there is a point in time where you have 
to say, "I have lost this election. I 
don't feel good about it, maybe I can 
come back again as part of the process, 
but I have lost this election." 

It really is a part of the leadership of 
this institution to take in hand their 
friend, Bob Dornan, and say enough is 
enough. This is concluded. We have 
checked it, we have rechecked it, we 
have asked our questions, and we too 
are sorry that you lost, and we will 
have to pick up another day and maybe 
go out and try to win t~at district back 
again, but we have lost for the time 
being. Let us get on and let the gentle
woman from California, Ms. LORETTA 
SANCHEZ, get on with her work. 

Mr. TIERNEY. That is, of course, if 
we are assuming that this is all about 
friendship and all about trying to do 
the right thing by their friend. I think 
we all know it is something else. 

I think this thing smells to high 
heaven and that people understand 
there is another motive and another 
goal here for people, and they ought, 
and again, I am going to close because 
I have to leave, but they ought to be on 
this floor explaining to the gentle
woman from California, Ms. LORETTA 
SANCHEZ, her constituents, the State of 
California, and the people of America 
as well as every Member of this body 
why they are allowing this to continue. 

Ms. VELAZQUEZ. Mr. Speaker, I 
would just like to say not only have we 
spent $300,000 of taxpayers' money, but 
also the INS has spent over $50,000, and 
just one office only is dedicated to 
dealing with this issue. 

Mr. TIERNEY. If I can interrupt, this 
is the same group of individuals who 
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fought us on spending money to insure 
children. These are the people that 
could not find the money to insure as 
many people as we wanted to insure, 
young people in this country, who can 
find $300,000 to argue a cause that is 
long lost. 

Again, I think this just goes to the 
point there is another motive here, an
other avenue that is strictly political 
partisan bickering, and they should get 
beyond it. 

Ms. DeLAURO. If the gentleman 
would yield, and to be specific, a pro
gram that a number of us came down 
here to support and through actually 
shaming the other side we added 
money to the WIC program, Women, 
Infants and Children. We are talking 
about cereal, formula and healthy food 
for women, infants and children, and 
we were told that there was not enough 
money to do this. 

In fact, what we have done with the 
INS is to say they have to do this; they 
have to spend the money for this, in 
addition to $300,000 as a cost, when 
there are so many needs. My colleague, 
the gentleman from California [Mr. 
CAPPS], said we spent a long time com
'ing to a conclusion on a balanced budg
et agreement and trying to look at how 
we can be fiscally responsible. 

So in fact we do have other motiva
tion which underlies this issue, and 
quite frankly, I think when this sees 
the light of day, the American public, 
the way they saw what we ought to be 
doing was the right thing with the 
Women, Infants and children program, 
will understand what is going on with 
this program. And I think that we 
ought to continue the debate and the 
dialogue so that, in fact, the public 
knows all about this. 

Mr. CAPPS. If the gentlewoman 
would yield, she makes a very good 
point that it is not easy to lose, and 
when people lose there is a natural re
action. 

But there is another fact here that 
we should consider, and that is, how 
many people have had the privilege of 
serving in this House since the begin
ning? There have been about 11,500, 
maybe 11,800 people who have served in 
the House from the beginning of this 
people's House. 

It is more difficult to get in here if 
one is of a certain characteristic. That 
is, how many women have served in 
this House? I think 165 out of the 
11,800? 

I do not have all the math down with 
precision, but I think one-third of the 
women who have ever served here in 
the long history of our country, one
third of all these women are here now. 

How many African-Americans have 
served in this House? Less than 100. 
Less than 100 out of the close to 12,000 
people that have been here. How many 
Members of the Latino community 
have served in this House? Very, very 
few. Proportionately very few. And I 

would think that the majority of those 
from the Latino community who have 
served in the House are here at the 
present time. 

What does this say? Clearly, if the 
Congresswoman's name was not 
SANCHEZ, this would not be going on. 
This would not be going on. We need to 
call that to the attention of the Amer
ican people because that is wrong. That 
is immoral. And we are not going to 
have full democracy in this House 
when it is so difficult for certain seg
ments of the population to be elected. 
I think we should call it what it is. 

Ms. DELAURO. I think the gen
tleman is right. I think that the more 
one takes a look at this, the more one 
hears about what names are being re
quested and how many and in what vol
ume. 

And I think my colleague, the gentle
woman from California, Ms. LUCILLE 
ROYBAL-ALLARD, has said they have 
gone well beyond the 46th District. 
This is Orange County, and people who 
in no way are engaged or involved in 
this particular election, and that it 
speaks volumes, I think, about what 
the nature and what the tendencies 
are. And that is wrong. It really is. It 
is wrong and it is divisive in this coun
try. 

We have a difficult enough time with 
people coming together and wanting 
people to be together. We have a bona 
fide, certified election in the 46th Dis
trict of California, and we ought to ac
knowledge that and not put people's 
ethnicity at the center of what our 
electoral process is all about. That 
really is wrong. It takes us back years 
and years and years. That is not for
ward looking, it is backward looking in 
this country. 

Ms. VELAZQUEZ. At some point, the 
chairman of the Committee on House 
Oversight, months ago, announced that 
not only would they be going after the 
district of the g·entlewoman from Cali
fornia, Ms. LORETTA SANCHEZ, but he 
mentioned three more districts, all of 
them represented by Latinos. 

They get upset when we bring this 
issue onto the floor and they say we 
are playing the race card, but I was 
elected and I was sworn in and no one 
contested my race. Why did he have to 
mention the 12th Congressional Dis
trict? Why did he have to mention 
three other districts represented by 
Latinos who were not contested by any 
opposition from their own districts? 

Mr. EHLERS. Mr. Speaker, will the 
gentlewoman yield? 

Ms. VELAZQUEZ. I yield to the gen
tleman from Michigan. 

Mr. EHLERS. I thank the gentle
woman for yielding, and I did not come 
here to rain on her parade. I under
stand what my colleagues are doing. 
But I do have to simply rise and voice 
some concern about the language and 
the words which were used. And, frank
ly, I take them personally, to the point 

almost of wishing to raise a point of 
personal privilege. 

The term "witch hunt" was used to 
describe this. I am the chairman of the 
task force attempting to resolve the 
issue of the contested election in the 
46th District. I have tried my very, 
very best to keep this fair and honor
able. We did not initiate it, Mr. Dornan 
initiated it. We have a responsibility to 
pursue it. 

The issue was raised by the gen
tleman from California [Mr. CAPPS] 
that if the name of the gentlewoman 
from California was not SANCHEZ, this 
would not have happened. I do not hap
pen to believe that is true, but at any 
rate that is immaterial to the discus
sion. 

Ms. VELAZQUEZ. Mr. Speaker, I 
take back the balance of my time. 

On that point, I would say, then, how 
could the gentleman address the fact 
that subpoena powers have been given 
to a private citizen? How does the gen
tleman explain the fact that the chair
man of the Committee on House Over
sight in a press conference said that he 
would go after three other districts 
that have been duly elected, where 
Latino representatives were elected? 
How would the gentleman explain 
that? 

Ms. DELAURO. The gentlewoman is 
absolutely right, there is no expla
nation for the direction that this inves
tigation has taken. I have a high re
gard for the gentleman, but the fact of 
the matter is that we are 9 months into 
an investigation. We have spent 
$300,000, $150,000 of the INS's money, 
going well beyond the 46th District, 
calling into question hundreds of thou
sands of Latino, Hispanic names, done 
nowhere else in this country. Unprece
dented. And providing powers to an or
dinary average citizen who lost an elec
tion. 

People win and lose elections every 
single year, and when we lose, it is 
tough, but what we have to do is to get 
over it. And there is a responsibility on 
the part of the leadership, whether 
they chair a subcommittee, whether 
they serve as Speaker, majority leader, 
or whatever position they serve in this 
body, to look at these events and say 
enough is enough. 

We had an election process. We have 
a certified number, after a recount, bi
partisan officials who, quite frankly, 
th9se officials have done their job. 
They took a look at this, they counted 
every ballot, and they said the gentle
woman from California, Ms. LORETTA 
SANCHEZ, represents the 46th District. 
And this body, in response to a former 
member who says that he lost for some 
reason, has given him subpoena powers, 
and that is truly outrageous that this 
has happened. Again, unprecedented in 
the history of this institution. 

This is a noble institution. My col
league, the gentleman from California 
[Mr. CAPPS] said only 11,500 people have 
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served in this body. These elections are 
sacred. 

D 1915 
The people 's vote is sacred. 
Mr. EHLERS. Mr. Speaker, will the 

gentlewoman yield? 
Ms. VELAZQUEZ. I yield to the gen

tleman from Michigan. 
Mr. EHLERS. I will not take any 

more of the gentlewoman's time. I just 
want to say that I will continue this in 
the next special order. But I do invite 
all of my colleagues to remain for that. 
And I will be happy to explain and an
swer for my colleagues and give the 
facts of the situation. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
will the gentlewoman yield? 

Ms. VELAZQUEZ. I yield to the gen
tlewoman from California. 

Ms. ROYBAL-ALLARD. If, in fact, we 
are g·oing to be hearing the facts, I 
would also like to ask the question 
that, if we are talking about 93,000 vot
ers in the 46th district that cast votes 
for the Sanchez-Dornan election, then 
why were 1.3 million Orange County 
voters ' records subpoenaed and why 
were they all Latino names? 

Ms. VELAZQUEZ. Mr. Speaker, I 
want to thank all of my colleagues for 
coming here and debating this issue 
and raising the awareness of the Amer
ican people in this country. I know 
that the Republican leadership will 
have a public relations battle ahead of 
them. They are going to lose this one, 
the same way they lost the WIC battle 
and they lost the disaster relief pack
age debate. 

A GREAT DAY IN WASHINGTON, DC 
The SPEAKER pro tempo re (Mr. 

HOBSON). Under the Speaker's an
nounced policy of January 7, 1997, the 
gentleman from Wisconsin [Mr. NEU
MANN] is recognized for 60 minutes as 
the designee of the majority leader. 

Mr. NEUMANN. Mr. Speaker, I would 
like to begin tonight almost with an 
apology. This is one of the greatest 
days in American history, and what we 
need to be talking about this evening is 
not partisan bickering back and forth. 
What we need to be talking about is 
the great things that have happened 
out here today. 

It truly is an amazing day. It is a day 
when we look at both sides of Pennsyl
vania Avenue. The President and the 
Republicans down here in the House 
and the Senate, in a bipartisan way, 
have reached an agreement to balance 
the Federal budget probably as soon as 
next year, lower taxes on the American 
people, something that we all look for
ward to being able to talk about, and 
Medicare is restored so our senior citi
zens, once again for a full decade , can 
count on their Medicare going into the 
future. It truly is , for a change, a great 
day in Washington, DC. We really have 
some good things to talk about. 

But before I get into taking my spe
cial order, I would be happy to yield to 
my good friend , the honorable gen
tleman from Michigan [Mr. EHLERS]. 

SANCHEZ-DORNAN ELECTION 

Mr. EHLERS. Mr. Speaker, I thank 
the gentleman from Wisconsin [Mr. 
NEUMANN] for yielding and simply want 
to make a few comments about the dis
cussion which just ended. 

I was disappointed in the tone of the 
conversation and disappointed to hear 
the results, particularly disappointed 
that all the speakers whom I invited to 
stay to hear the explanation have de
cided to leave the Chamber rather than 
to hear the facts. 

In particular, I respond to the last 
question which was asked; and that is, 
why were 1.3 million records in Orange 
County subpoenaed and why were they 
all Latino? The answer is , they were 
not subpoenaed and they were not all 
Latino. How can I respond to questions 
such as that which totally misstate it? 

As I said earlier, this is not a witch
hunt. This is following the law that 
was established by the U.S . Congress 
and signed into law by the President of 
the United States. This is not an at
tempt to discredit the gentlewoman 
from California [Ms. SANCHEZ], who 
was certified as having won the elec
tion. And we did seat her, and she has 
served since that time and is serving 
her district to the best of her ability. 

This is not a partisan attempt. It is 
simply a response. I wish the previous 
speakers had remained to hear some of 
the details of the law. The issuing of 
subpoenas is not unprecedented. It is 
the first time it has been done under 
the current law. But if we look over 
the 200-year history, we will find that 
in fact subpoenas have been issued a 
number of times in contested elections. 

Furthermore, I would point out that 
in the last election we had five con
tested elections. What is unusual about 
this year is that we have only one. Of 
the five that were filed last year, two I 
think were serious challenges. The 
committee dealt with those and, after 
due examination, dismissed all of 
them. But the last one was not dis
missed for over 20 months. It took that 
long to verify that the election had 
been won. But in the meantime, that 
individual had sat in Congress, had 
served Congress and, after it was dis
missed, continued to serve in Congress. 

I certainly want to clarify that this 
is not an attack on Latinos. As I men
tioned in the discussion yesterday, a 
large number of the names that have 
emerged are Vietnamese . There are 
other nationalities present as well. And 
the names we are holding confidential, 
at the request of the INS. 

We do not at this point know whether 
this investigation will proceed or how 
far the investigation will proceed. We 
are simply following the process that 
has been outlined. Mr. Dornan filed the 
contest. The committee did not file the 

contest. My task force did not file the 
contest. Mr. Dornan chose to file it , 
just as five individuals chose to file 
contests in the previous election 2 
years ago. It is not the choice of the 
Congress as to whether or not a contest 
is to be filed. It is a choice of the losers 
in the election. 

The subpoena power was not given by 
the committee. In fact , the committee 
restricted the subpoenas which were 
issued to Mr. Dornan by the court. He 
went to court and asked for the power 
to send out subpoenas. The first time a 
magistrate said yes. The opposition to 
Mr. Dornan went to court and said you 
are not supposed to do that. The judge 
ruled, yes, the magistrate should not 
have issued those subpoenas. And the 
judge said that he would issue those 
but under his conditions. 

He attached those conditions. We 
were then asked as a committee to re
view those by the judge. We did quash 
some subpoenas. We restricted some 
subpoenas, and others we let stand. I 
would point out, also, that the major
ity of the subpoenas have not been hon
ored. And, therefore, the comments 
that people have been harassed by this 
is simply not true. They are simply 
giving a response in several cases, and 
particularly the largest cases, saying 
we do not plan to honor this, or have 
simply ignored it. 

These are some of the facts and I felt 
it incumbent to present to this body 
after the previous discussions some of 
the facts that we are dealing with. I 
will be happy to answer questions 
which are addressed to my office about 
this to try to clarify it as much as pos
sible. But let me emphasize once again, 
I take personal umbrage at the ref
erence to this as a witch-hunt. It clear
ly is not. 

One might use that term to apply to 
the 1984 election, which is quite a dif
ferent situation. I would also point out 
that there is a Democrat on the task 
force, the gentleman from Maryland 
[Mr. HOYER], and my colleagues can 
check with him as to whether or not I 
am attempting to run this task force 
as fairly as possible and in a bipartisan 
fashion. 

My colleagues can also ask those who 
attended the hearing we held in Orange 
County. I received many comments 
afterward from the audience and par
ticipants commending me for running 
it in a fair fashion , without trying to 
discredit either party or to shame ei
ther one. 

Obviously, we asked tough questions 
of those who appeared before us, in
cluding the gentlewoman from Cali
fornia [Ms. SANCHEZ]. Former Con
gressman Dornan also appeared but 
very, very briefly and did not give us 
much opportunity for questioning. 

I want to thank the gentleman from 
Wisconsin [Mr. NEUMANN] once again 
for yielding and for the opportunity to 
set the record straight on some of 
these issues. 
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Mr. NEUMANN . Mr. Speaker, I rise 
this evening to talk about some very 
good news for the future of this coun
try. What a great day this is here in 
Washington. And I truly have not said 
that very often. 

I came here as part of the class of 
1995. We came here because we were 
like many people in this country, we 
were sick and tired of the tax in
creases. We were sick and tired of 
promises of a balanced budget whose 
words just plain rang hollow because 
they had no meaning. We had heard so 
many times it was going to happen and 
it did not happen. Then there were new 
promises made and it did not happen 
again. And then taxes were raised. 

What a great day it is here to bring 
the news of what has happened out in 
Washington and how different it is 
from 1995, looking at 1997. I am here 
today to talk about what has happened 
in Washington. It is the budget is bal
anced. We reach a bipartisan agree
ment, credit to the Republicans, to the 
gentleman from Ohio [Mr. KASICH], to 
the gentleman from Georgia [Mr. GING
RICH], to the leadership here in the 
House, and to the Senate, also to the 
President, who could have threatened 
veto, could have put his feet in the 
ground and said, we are not going to do 
any of this stuff, we are not going to 
listen, we are going to continue in
fighting. 

But credit should be spread all 
around. It is important we start with 
the fact that the budget will be bal
anced by 2002 or sooner. I would like to 
go on record here and now this evening 
saying that, if we do not go into a 
major recession in the next 12 months, 
the budget is balanced not in the year 
2002, but the budget is balanced in 1998. 

It is very important to begin with 
that discussion. Because with that dis
cussion in mind, we will understand 
how reasonable it is to talk about pro
viding tax relief. Tax relief without a 
balanced budget effectively means we 
are borrowing more money from our 
children's future and letting people 
keep it and spend it today and not 
being responsible for what is hap
pening. But when we understand that, 
in all probability, the budget will be 
balanced probably in 1998, 1998 at the 
latest, short of a major recession, we 
can also provide tax relief to the Amer
ican people and do it in good con
science. 

I would like to spend a little bit of 
time talking about that tax relief to
night and going through some of the 
different aspects of it. Some of them 
are pretty well known. Some of them 
are not very known at all. I would like 
to start perhaps with the most well
known part of the tax cut package, and 
that is the $500 per child tax cut. 

Let me be very clear on this. It starts 
January 1 of next year. It is $400 per 
child in the first area and $500 in the 
years after that. What does this mean 

to a working family out there in Amer
ica? Well if you are earning less than 
$110,000 a year for a couple and you 
have got two kids, or let us say you 
have got three kids in your house, if 
you are earning less than $110,000 a 
year and you have got three kids, what 
you need to do is next year, on January 
1, you need to walk into your employ
er's office and tell your employer you 
want $100 more in your paycheck start
ing January of next year and you want 
to keep that money that they were 
sending out to Washington before. 

This is not Washington jargon or 
Washington nonsense. This is actually 
what happened out here today in Wash
ington, DC. So a family with three kids 
should walk in the door next January 1 
to their employer and tell their em
ployer they want to keep $100 a month. 
That is $400 per child, times three, is 
$1,200 a year, or $100 a month that they 
should keep in their own paycheck in
stead of sending it down here to Wash
ington, DC. 

Is it not a great day in Washington 
when we can talk about that, instead 
of the 1993 discussion about which 
taxes we should raise and how high we 
should raise them. Things have 
changed out here in Washington, DC. 
And again I emphasize that this discus
sion is going on in light of and in addi
tion to a balanced budget probably 3, 
maybe even 4 years ahead of schedule. 
What a great day it is here to be talk
ing about these issues. 

So, again, for a family of three kids 
earning less than $110,000 a year, Janu
ary 1 next year you walk into your em
ployer and you tell him that you want 
to keep a hundred bucks more of the 
money they have been sending out here 
to Washington, DC. Because the job 
that they sent us here to do in 1995 is 
in fact done, and it is good news for the 
American people. 

I want to go on to some of the other 
things that are in here. The other one 
that has been well publicized is the 
capital gains tax reduction. I would 
like to be pretty explicit on this. There 
are some different details of this that 
are necessary for the American people 
to know about. 

If you are a senior citizen and you 
have a pension that accumulated while 
you were in the work force and you are 
now in a position where you are taking 
money out of that pension and the 
money, of course, you put in during the 
past years has raised in value, you will 
be paying capital gains on that money. 

Before, for every $100 you made in 
that pension fund, for every $100 of cap
ital gains, Washington took $28 away 
from you. Starting now, they will only 
take $20. So you keep an extra $8 of 
your own money. It is not Washing
ton's money. It is your money. You 
keep an extra $8 for every $100 of profit 
that you made. For every $100 of profit 
you made, you keep an extra $8 in your 
own home instead of sending it on out 
here to Washington, DC. 

Let me be very clear about that. The 
capital gains tax rate is going from 28 
percent, that it currently is, down to 20 
percent for virtually all investments. 
The only exception to that rule , and if 
you own real estate, you want to pay 
particular attention to this exception, 
if you own real estate and you pur
chased a building, let us say, for $50,000 
and you have depreciated the building 
$10,000, and then you go and sell the 
building, and let us hope you made a 
profit, let us hope you sold it for 
$65,000, well, the money you depre
ciated from the purchase price, the 
$50,000 down to $40,000, that is called re
capture. 

On the recapture portion, you will be 
paying a 25-percent tax. That tax is 
lower than it used to be too. I wish it 
was 20 percent across the board. If I 
had my way, it would be. But the bot
tom line is, that portion of the tax is 
going from 28 to 25. The rest of the tax, 
the appreciation in the property value, 
is going from 28 percent down to 20. 

So good news for capital gains if you 
bought stocks and your stocks have ap
preciated in value, if you bought a 
piece of real estate and your real estate 
has appreciated in value and you sell 
that real estate, then when you report 
your capital gains, when you report 
your profit, you pay 20 percent tax in
stead of the 28 percent that you used to 
pay. 

There are a couple more portions of 
this that have not been very well pub
licized that are important to an awful 
lot of people. And again I will go to the 
real estate portion of this because 
there is a very significant change that 
has occurred in the real estate portion 
as far as the capital gains tax cut is 
concerned. 

Before, if you owned your own home 
and you were under the age of 55 and 
you sold that home, for whatever rea
son, job transfer or you decided to live 
in an apartment and save money in
stead, or your kids have grown and 
gone away and you are 45 and your last 
child just left home and the home is 
now too big for you, so you decide to 
sell it and own a smaller home. But at 
any rate, you own this home and you 
sell it but you are under the age of 55. 
In the past you paid capital gains. If 
you bought a home 15 years ago for 
$30,000 and you are selling it today for 
$90,000, that would be a $60,000 appre
ciation. And in the past, if you were 
not 55 years old, you would have paid 
capital gains tax on $60,000. 

Let me make it very clear. This Tax 
Code changes that. Even if you are not 
55 years old, you will no longer pay 
capital gains on the profit of the sale of 
your principal residence. 

0 1930 
This is very, very significant to a lot 

of folks. If you are in a high-priced 
area in the country and you move to a 
lower-priced real estate area, you may 
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not take all the money out of the high
er-priced real estate that you own in 
one job; you take a job promotion into 
an area where home prices are lower, 
there may be a difference between what 
you sold and what you keep. You no 
longer pay taxes on that under this 
bill. As long as you have been in your 
home for 2 years and you sell the home, 
you do not pay taxes on whatever the 
appreciated value was. Very, very sig
nificant change for a lot of people. 

One other group of people that this 
affects that I have been hearing from 
off and on during the day. I have heard 
from some empty nesters whose kids 
are either grown and gone or folks that 
have not had kids for whatever reason, 
they decided not to or have not had 
them yet. This empty nester provision, 
or this provision where you can be in 
your principal residence and sell it 2 
years later and not pay taxes on the 
profit affects lots and lots of those peo
ple, for what we call empty nesters, 
those people whose kids are grown and 
gone but have not yet reached the age 
of 55. That empty nester can now sell 
their home and move into a smaller 
home, if that is what they want to do, 
they can then put some of the money, 
the profit away for retirement instead 
of sending it on out here to Wash
ington, D.C., a very significant change 
in the Tax Code for a lot of people in 
this country. 

Another portion of the Tax Code that 
is changed, and some people have been 
hearing about it, the estate tax has 
been changed, the exclusion for family 
businesses and family farms being 
passed on. If you are a farmer out there 
in our district and your farm has been 
in your family for generations, as 
many of them have in southeastern 
Wisconsin, all across Wisconsin, and 
you wish to pass that farm on to the 
next generation, the exclusion has been 
raised now to $1.3 million. And if there 
are two people in the family, you could 
pass on up to $2.6 million total to the 
next g·eneration. That goes for a small 
business and that goes for the farms. 
The $600,000 exclusion is going up to $1 
million over a period of time. 

I want to jump from there to another 
provision that has been talked about 
but I am not sure the details have been 
very well described on it, and that is 
the education tax credit. I happen to be 
very familiar with the cost of edu
cation. I have one who is going to be a 
junior in college this year, another one 
going to be a freshman in college , an
other one is a freshman in high school. 
When I think about these provisions 
and I think about making the pay
ments every year on these college tui
tion bills, I know this provision is 
going to be important to many, many, 
many people across this country. 

Let me start with your first 2 years 
of college. In your first 2 years of col
lege you get a deduction; this is a tax 
credit of up to $1,500 per year, provided 

you spend $3,000 total on your college 
costs. If your college costs are over 
$3,000, you will get a $1,500 tax credit. 

It is very important that we talk 
about the difference between a tax de
duction and a tax credit. A tax credit 
means that if your taxes were $10,000 
before and you get a $1,500 credit, that 
means your taxes go down to $8,500. It 
literally is a dollar-for-dollar deduc
tion in your taxes. 

So the good news is as we look at col
lege students, in your first 2 years it is 
up to $1,500 per year in additional help 
to go to college. Some people do not 
like this provision in the bill , and I 
guess I have to look at this and say, 
well , anything that we can do here in 
Washington to allow the people to keep 
more of their own money instead of 
sending it on out here to Washington I 
think is a good provision, and I think 
about all the families across Wisconsin 
and across America that this provision 
is going to help, allowing those stu
dents to go off to college , and I just 
think it is a good move in the right di
rection. 

I want to add one more thing in the 
college tuition part here. In our house, 
before my kids talk to me about my 
helping them by signing a note or 
whatever for them to go to college, 
they first have to earn $3,000 and bring 
it to the table. So in our house, before 
we start talking about help from other 
sources, whether it be the government 
or mom and dad or wherever, first the 
kids are expected to do something to 
provide for themselves. If there is one 
thing I would encourage every parent 
in the United States of America to do 
who has students who are either in col
lege or thinking of going to college, I 
think the best thing that we can do as 
parents for our kids is to ask them to 
pay part of the cost of college them
selves, because it will teach them 
many of the things they need to know 
after college and in some ways it will 
provide an education that is equally as 
important as college. 

I have found in America today, at 
least in Wisconsin where we are from , 
that it is very possible for a student to 
earn $3,000 over the course of a year, 
during the summer, where there are 10, 
12, 14 weeks available , and during the 
school year it does not hurt to work a 
few hours a week if necessary to make 
up for the addition. So I would encour
age the parents to ask the students 
first to do something on their own to 
provide for their own education, but 
after they reach that point I am happy 
to say that Washington is going to l~t 
parents keep more of their own money 
to apply some of that money to a col
lege education. 

Let me kind of sum up where we are 
so far. If you are a family with three 
kids , you have got one of those chil
dren in college and you have got two of 
them still at home, you are earning 
less than $110,000 a year, January 1, 

next year, I am back to that magic 
date again, January 1 of next year, if 
you have got one in college, two still at 
home, you should go into your em
ployer and not ask for $100 extra a 
month to keep in your own paycheck 
instead of sending it to Washington, 
you should at that point walk in the 
door and ask to keep $200 a month 
extra because you would get the $1,500 
for the college help; in addition to that 
you would get $800 more, $400 per child 
in the first year, so just under $200 a 
month you keep instead of sending it 
on out here to Washington. 

I smile when I say this, I have a lot 
of confidence in the people in this 
great Nation. I know they can do a bet
ter job spending their own money than 
the people here in Washington. This is 
a great day in Washington, DC. 

I want to go on to a couple of other 
things that are maybe not quite as well 
publicized out there. One is the indi
vidual retirement, the IRA, the expan
sion of the availability of IRAs. Under 
the new provisions, for individuals if 
you earn $60,000 and up to $100,000, you 
will be eligible to start your own IRA. 
I think that is very important. I heard 
a lot from the young couples with no 
children that somehow the Tax Code 
did not affect them. I would like those 
people to know that you can open an 
IRA now and you will be permitted 
under this American dream IRA to 
withdraw money that you have saved 
up, tax free , for purposes of purchasing 
a home. You will be permitted to put 
money into this American dream IRA, 
aftertax dollars; but the accumulation 
of interest and all the rest on those 
aftertax dollars that you have put in 
there, that money stays in there 
untaxed. And if you are saving to buy 
your first home, you can take that 
money out tax free to buy your first 
home, a great provision for young folks 
who are looking forward to living the 
American dream, purchasing their first 
home. I think it is a very important 
part of this overall tax package. 

The one other part that I want to 
just mention is the home office deduc
tion availability for a lot of people has 
been increased. In the day and age that 
we live in, it is time that we recognize 
that there are many parents, single 
parents in particular, who are learning 
to make their living out of their own 
home so that they can both be home 
with their children, see their kids off 
to school and at the same time earn 
some of that money. The home office 
deduction that has been so hard to 
claim in the past has been put back 
and there have been some significant 
changes in that area to help people be 
able to accept that. 

I have been summarizing what has 
happened out here today. It truly is a 
great day in Washington, DC. I think 
this is the first time I have ever been 
on the floor that I said it is truly a 
great day in Washington. I have to 
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admit when I came here 2 years ago, I 
was not sure that I would ever stand on 
the floor of the House of Representa
tives and say that it has been a great 
day in Washington, DC. But to be able 
to stand here and talk about accom
plishing so many things that we were 
sent here to do , the balanced budget, 
and we are not talking about 2002 now, 
although that is the outer bounds of 
when it may be balanced, the reality of 
this picture is that if we can finish 
what is in this budget agreement and 
hold those spending caps , we are look
ing at the balanced budget in 1998, in 
1999 at the latest, on track, ahead of 
schedule. 

What a magnificent change we have 
had since 1995 and what a magnificent 
change it is for the future of this great 
Nation we live in. 

Having said that, I would like to talk 
a little bit about the past, and then 
how we got to where we are today, and 
then where we are going in the future . 
Let me start just briefly with a little 
bit about the past. 

I almost hate to talk about this on a 
great day like today because when I do 
talk about the past, we get a picture of 
what has been going on out here before 
the American people rejected what was 
happening in 1994 and sent a new group 
out here to control Washington, DC. It 
is important we understand the dif
ference between a checkbook and bor
rowing money to buy a house, between 
Federal deficit spending which is the 
checkbook, and Federal debt which is 
the amount of money that gets bor
rowed. Every year since 1969, this gov
ernment has spent more money than it 
had in its checkbook. It reached into 
your pockets, the pockets of the Amer
ican people, it collected tax dollars, it 
put those dollars in a checkbook, then 
it started writing out checks. But they 
have not been paying very close atten
tion to how many checks they write 
out because at the end of the year they 
overdrew their check book each year. 
That is called the deficit. 

When they talk about balancing the 
budget in Washington, what they mean 
is they are going to stop overdrawing 
their checkbook every year. But when 
you think about overdrawing your 
checkbook every year since 1969, it is 
not hard to figure out that the debt has 
started to explode. The debt is when 
they go and borrow money to cover 
their overdrawn checkbook. It is no 
different than sitting around your own 
kitchen table writing out checks to 
pay your bills and overdrawing your 
checkbook. Well , that does not work. 
You have to get the money from some
where. 

What Washington has been doing is 
they have been borrowing it. This 
chart shows the growth of the Federal 
debt, it shows how year after year after 
year as they overspent their check
book, they borrowed more and more 
and more money. I would point out 

that around about 1980 is when this 
thing really started climbing. I know 
all the Democrats out there go, 
" That 's the year that Republican 
President Reagan took over" and all 
the Republicans go, " Yeah, that's the 
year the Democrat Congress spent way 
too much money. " We blame each 
other out here . It is time we get past 
blaming each other and it is time we 
accept the fact that this is a problem 
facing our Nation and do something 
about it, and in fact that is what has 
happened since 1995. 

I would also point out that we are 
about here on this chart right now. The 
debt facing our Nation has grown to 
huge proportions. Remember, this is 
the part that is like borrowing money 
to buy your house. I have brought an
other chart that shows how big this 
number actually is. I am a former 
math teacher. We used to do these 
problems in my math classrooms. The 
debt currently stands at $5.3 trillion. 
Even when we are through the eupho
ria of today, the good news that we 
have reached a balanced budget and we 
are lowering taxes, we still have this 
$5.3 trillion debt hanging over our 
heads; $5.3 trillion divided up amongst 
the people in the country, if every per
son were to pay just their share of the 
Federal debt, it would be $20,000 for 
every man, woman and child in the 
United States. Let me put this another 
way. This government, the people in 
Washington, DC, especially before 1995, 
saw fit to spend $20,000 of our children's 
money more than what they collected 
in taxes from our generation. For a 
family of five like mine, they spent 
$100,000. They have literally borrowed 
$100,000 on behalf of every group of five 
people in the United States of America. 
Here is the kicker. A family of 5 in 
America today is paying $580 a month 
to do nothing but pay their share of the 
interest on this Federal debt. 

A lot of people say, " Well, I don' t pay 
$580 a month in taxes, so how could I 
possibly be paying $580 a month to pay 
our share on that Federal debt?" The 
reality is when you walk in a store and 
you buy a new pair of jeans or when 
you walk in a store and you buy a loaf 
of bread, the store owner makes a 
small profit on the sale of that loaf of 
bread to the person that walked in and 
bought it. Part of that profit gets sent 
out here to Washington, DC. When you 
add up all the different parts of the 
taxes that you pay through society, 
every family of five in America today 
or every group of five people is paying 
$580 a month to do nothing but pay the 
interest on the Federal debt. It is stag
gering. 

In spite of the fact we had a great 
day, we are getting to a point where we 
are at least balancing our budget, we 
are not going to keep adding to that 
Federal debt as we go forward. In spite 
of the fact that we have had a great 
day out here today and we have moved 

in the right direction, this debt is still 
hanging over our head after we reach a 
balanced budget. 

It would seem logical to ask how in 
the world did we get into this kind of 
a mess. How did we get to a point 
where a family of five is in debt on be
half of their Government $100,000? I 
think that is the next logical thing 
that should be looked at. 

To do that , I would like to refer back 
to what was going on in the late 1980's 
and the early 1990's in Washington, DC. 
This is before what I call the revolt of 
the American people in 1994, because 
remember it was 1994 where the Amer
ican people said, " Enough is enough, 
we've had it with the tax increases, the 
broken promises, we 're going to try a 
new party in control in the House of 
Representatives and in the Senate. " 
First time in 40 years they did that. 
This is the late 1980's and the early 
1990's. This is the Gram-Rudman-Hol
lings promises first of 1985 to balance 
the budget by 1991. 

The blue line shows the promises 
that they made. The red line shows the 
actual deficits. It is not hard to see in 
this picture that the promises made 
were not what they did out here in 
Washington, DC. So even though they 
made these promises to the American 
people, they broke them. When they 
found out they could not hit these tar
g·ets, they did what all good people in 
Washington do ; they made a new set of 
promises. It is no wonder the American 
people got so cynical about what is 
being said out of this city. They made 
a whole new set of promises. 

The blue line shows what they prom
ised the second time and the red line 
shows the broken promises again. It is 
not hard to figure out why the Amer
ican people are so cynical. When I call 
home to my district and I say, "Hey, 
guess what, the budget's balanced prob
ably next year, maybe the year after at 
the latest, but certainly before 2002, " 
sometimes people do not believe us. It 
is not hard for me to figure out why 
they do not believe it because when I 
look at the track record of what went 
on out here in Washington before 1995, 
it is very easy to see these broken 
promises. So what happened? Well , 
they broke the promises; 1993 came and 
went, there was no balanced budget. 
But in 1993, a very significant hap
pening occurred. The people in Wash
ington said, " We're going to get serious 
about balancing the budget, we know 
how to do it , we 're going to raise taxes 
on the American people because if we 
just collect enough money out of the 
pockets of the American people , if we 
get enough money out here in Wash
ington, we 'll know how to spend it best 
for the people and then we can balance 
the budget. " That was 1993. The tax in
crease passed by a single vote in the 
House of Representatives, the tax in
crease passed by a single vote in the 
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Senate, not a single Republican in ei
ther body voted for the bill, the tax in
crease went through. 

That was the best thing that ever 
happened in a lot of ways. Let me ex
plain why. The American people looked 
at this picture and the broken promises 
and they looked at the tax increases of 
1993, and they said, "Enough is enough, 
we're going to change what is going on 
in Washington, DC" and in 1995 an 
amazing thing happened. They elected 
a new group to control it. They put the 
Republicans in control of both the 
House and the Senate. 

D 1945 
And interesting things happened, 

things changed. The Republicans got 
here, and much like the people that 
were in control in the past, they gave a 
set of promises to the American people, 
too. They said we are going to balance 
the budget by the year 2002 and not 
only that, we are going to cut your 
taxes while we are doing it. And they 
laid a plan out. I think it is more than 
fair that at this point the American 
people should say: "Look, 1995 is 2 
years ago you're really in the third 
year of your 7-year plan to balance the 
budget. How you doing?" 

And I think that is a fair question, 
and I think it deserves an answer be
cause it helps people see how different 
things are from how they were before. 

The red in this chart, the red col
umns show the promises made in 1995 
by the Republicans when they took 
over. This is our plan tO balance the 
budget by the year 2002, and in this 
chart you will notice that in the year 
2002 it zeros out, that it is a balanced 
budget. 

This is our promises that we made 
back in 1995. We are now in the third 
year. Let us see how we are doing. 

Well, the first year came and went. 
We promised the deficit would be lower 
than $154 billion, it came in at $107 bil
lion. First year, on track ahead of 
schedule. 

Think back to those Gramm-Rud
man-Hollings charts I had up here a 
minute ago. What a change, on track, 
ahead of schedule. 

Second year came. Second year we 
promised deficits below $174 billion. 
This shows $67 billion. The good news 
is this is probably going to be $30 bil
lion. This is great news for America. 
We are over a $100 billion ahead. 

How in the world did that happen? 
Well, it is pretty straightforward. We 
had this working model that we put 
into place back in 1995. Here is our the
ory: 

Our theory was that if we curtailed 
the growth of the American spending, 
we left the money in the pockets of the 
people, we did not want to hear about 
tax increases. Instead we curtailed the 
growth of Government spending. If we 
curtailed the growth of Government 
spending, that meant Washington was 

going to spend less, so they would bor
row less. When they borrowed less that 
meant more money available in the 
private sector. 

Well, if there is more money avail
able in the private sector, more money 
available means lower interest rates. 
Lower interest rates would mean peo
ple would buy more houses and cars, 
and if they bought more houses and 
cars, other people would have to go to 
work building the houses and cars and 
that would be a long ways toward sol v
ing the welfare problems because of 
course they would leave the welfare 
rolls, go to work and start paying 
taxes. 

The bottom line is that theory, that 
working theory of curtailing the 
growth of Government spending so 
Washington borrows less, leaving more 
available in the private sector, keeping 
the interest rates down so people will 
buy more houses and cars, so others 
will have job opportunities building 
those houses and cars, the model 
worked, and that is why we are so far 
ahead of schedule here in the second 
year. 

It led to a booming economy, and we 
hear in the news now that the economy 
is booming and making us all work ab
solutely. Part of this is the booming 
economy that is making it work. Part 
of the reason the economy is booming 
is because the interest rates have 
stayed down, and here is part of the 
picture why. 

Well, that was the second year, on 
track, ahead of schedule. We are now in 
the third year. The third year we prom
ised a deficit below $139 billion, and I 
would like to make a projection here 
now tonight. My chart shows $90 bil
lion deficit next year or in the fiscal 
year we are now working in. I would 
like to predict that that number is 
going to read zero. I would like to sug
gest that in fact we are going to find 
out in the next few months that the 
budget is going to be balanced in fiscal 
year 1998, fiscal year 1999 at the latest, 
if we just stay with the economy the 
way it is now. No big boom, no massive 
downturn, if it just stays just the way 
it is right now and we continue to hold 
spending in check, we will have a bal
anced budget as soon as next year. 

Folks, we are not only on target, we 
are in the third year of a 7-year plan to 
balance the Federal budget, and we are 
not only on track, but we are signifi
cantly ahead of schedule to the point 
where we can both balance the budget 
and provide tax relief for the American 
people. Great news for America and, 
like I said, it is just great to look at 
these numbers and be able to talk posi
tive about what has happened out here 
in spite of all the rest of the stuff. 

If you were tuned in earlier and you 
saw the bickering that went on on this 
floor just before we got here and took 
over for this hour, all of the partisan 
bickering aside, everything else that 

has happened out here, the bottom line 
is if we look at the war, the war to bal
ance the Federal l;>udget and preserve 
this Nation for the future g·enerations, 
we are winning the war right now and 
it is almost over. 

Now I have heard a lot in the news 
media that the only thing going on is 
the economy is booming, and in fact 
there is a lot of folks that would like 
to say, well, Washington is still so 
fouled up and the only thing going on 
is the economy is booming. 

Well, I brought a chart with me to 
help see that in fact there are two 
parts to this thing working; one is the 
economy, and certainly we do not want 
to take anything away from that, but 
the other one is again things have 
changed since 1995. In the 7 years be
fore Republicans took over in 1995 the 
average gTowth in spending for the 
Federal Government was 5.2 percent. 
Since Republicans have taken over and 
in the first 7 years of the Republicans, 
including the balance of 4 years have 
not yet occurred, growth is 3.2 percent . . 
So under the first 7 years of Republican 
control, 3.2 percent growth. Under the 
last 7 years, Democrat control, 5.2 per
cent growth. 

Now what does this really mean? 
There is a couple of things that are 
pretty significant in this chart. 

First, the American people have been 
told repeatedly that there are draco
nian cuts in Washington. Well, the first 
thing I would point out is that there 
are no cuts. Spending in Washington is 
still going up by 3.2 percent. But the 
growth in Government spending has 
been curtailed by 40 percent. That is 
about a 40-percent reduction in the 
growth of Government spending. 

That is good news, and that is part of 
what has led us to success. 

On the other side we see in real dol
lars or inflation-adjusted dollars before 
we got here was going up about 1.8 per
cent per year and it is now going up 
about 0.6, so it has been about a two-

. thirds reduction in the growth of Gov
ernment spending. 

The idea that there are massive, dra
conian cuts in Washington programs is 
nonsense. In fact, do we still have a 
long ways to go to get the growth of 
Government spending completely 
under control? Yes is the answer to 
that question. We still have a way to 
go. 

There is a lot of very conservative 
Republicans who are saying the budget 
agreement is no good because, and you 
can fill in the blank for what they put 
in. They would like this blue area to 
read zero. They would like absolutely 
no growth in Government spending, 
and if I were perfectly honest about it, 
I probably fall into that category. I 
would prefer less growth in Govern
ment spending and let the people keep 
more of their own money and decide 
how to spend it themselves. But I do 
not think that means we should look 
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away from the progress that has been 
made, and there clearly has been 
progress made reducing the growth in 
Government spending, putting us in 
the third year of a 7-year plan to bal
ance the Federal budget and being on 
track and ahead of schedule. That is 
not all bad, that is good, and we are on 
the right track. We have turned a very 
significant corner for the future of this 
great Nation that we live in. 

I would like to put this all in per
spective another way. If when we came 
to Washington, DC instead of doing our 
jobs we played basketball and golf, 
what would have happened? And that is 
what this chart shows. This is what we 
found when we got to Washington in 
1995, when the American people made 
that change, the revolt of 1994, reject
ing the tax increases of 1993, rejecting 
the broken promises of the early 1990's 
and late 1980's. This is what we found. 

The deficit was about $175-, $180 bil
lion at that point, and this red line 
shows you what would have happened 
had we decided to play basketball and 
golf and not done our job out here. 

But instead of doing that in the first 
12 months we made some progress, and 
it was-there was no bullets fired but it 
was just short of a war. Some folks re
member what was called a government 
shutdown and all the negative "cutting 
Medicare" stuff and all of the negative 
misinformation that was put out of 
this city. 

We did go through a war. At the end 
of 12 months this yellow line shows 
how far we would come if we quit at 
that point. We could not quit at that 
point because the job was not done. 

The green line shows the plan that 
we laid in place to balance the. Federal 
budget and again thinking back to the 
Gramm-Rudman-Hollings and how they 
never hit their targets. The blue line 
shows you where we actually are 
today. This is how much progress has 
been made. This is what would have 
happened if we did nothing. This is 
what did happen in the first 12 months' 
progress that was made. We did not 
quit. This is the plan and this is where 
we are. 

What great news for America: We are 
winning this war. We are winning the 
war to preserve the future of this Na
tion. What other Nations could not do 
with military power we almost did to 
ourselves by running up such a huge 
debt that we would have no ability to 
repay it. 

This is not the end of the picture, 
and again I point out where we had this 
discussion a little bit after the budget 
is balanced, when we reach zero, when 
we are no longer overdrawing our 
checkbook, the job is not done. We still 
have a $5.3 trillion debt staring us in 
the face, and the logical question is: 
What are you going to do about that? 

Well, before we answer that question 
I think we ought to pause long enough 
to applaud the progress that has been 

made. There has not been a balanced 
budget in this community since 1969. 
There has not been a tax cut in this 
community since 1982. There has been a 
lot of tax increases, but no tax cuts. 

So before we go on to what is next let 
us at least pause long enough to recog
nize that from 1995 forward things have 
changed in this community, and I 
would encourage anyone watching to
night, and I would encourage my col
leagues to congratulate each other on 
what has happened out here in Wash
ington and the change that has oc
curred since 1995. 

It should be a tribute to the Amer
ican people is who it should be a trib
ute to because had they not changed 
what was going on in Washington by 
electing different people, the same 
stuff would be going on again. There is 
no reason to believe anything different. 

What is next? Well, we still have a 
$5.4 trillion debt staring us in the face. 

We introduced last week a bill called 
the National Debt Repayment Act, and 
what the National Debt Repayment 
Act does is it recognizes that we are 
soon going to have a balanced budget, 
and after we balance the budget it caps 
the growth in Government spending at 
a rate 1 percent lower than the rate of 
revenue growth. By capping the growth 
in Government spending 1 percent 
lower than the rate of revenue growth, 
that creates a surplus. The surplus is 
taken two-thirds to pay down the debt 
and one-third to further reduce taxes. 
It is the National Debt Repayment Act. 
I am happy to say there is currently 
about 100 cosponsors in the House · of 
Representatives: NEWT GINGRICH, JOHN 
KASICH, JERRY SOLOMON, BOB LIVING
STON' BILL p AXON' a large group of the 
Republican leadership is already on 
board as cosponsors. I am happy to say 
that the Democrats have joined us. It 
is a bipartisan bill doing what is good 
for the future of our country. GARY 
CONDIT, DAVE MINGE, Mr. GOODE from 
Virginia, a large group, a good number 
of Democrats have joined us as well, 
and I am happy to report that we also 
have the support of one of the Nation's 
leading Independents in Ross Perot. 

So when you start looking at this bill 
with Republican House leadership on 
board, Democrats from the House on 
board, Independents on board, it is 
time for the rest of the people in this 
community. 

To my colleagues, I encourage you to 
call our office tomorrow, join us as co
sponsors on this bill to repay the Fed
eral debt so that we can give this Na
tion to our children debt free. 

Now with that, I would like to open 
another topic because there is another 
very important topic that is directly 
related to this debt, and that is Social 
Security. When we repay the Federal 
debt, we are also restoring the Social 
Security trust fund, and I think it is 
significant that we understand what is 
happening in Social Security. 

Every year the Federal Government 
is going into the paychecks of working 
Americans and collecting Social Secu
rity tax. Well, they are collecting more 
in tax dollars than what they are pay
ing back ou·t to our seniors in benefits. 
That is creating a silrplus in Social Se
curity. That surplus is supposed to be 
set aside into the Social Security trust 
fund; $75 billion this year alone is sup
posed to go into the Social Security 
trust fund. 

Now it should be no big surprise to 
anyone out there thinking back to be
fore 1995 that in Washington, DC when 
they got this surplus in their hands, 
they spent all the money. So there is 
no money left. What they do with that 
surplus is they put it in their Govern
ment checkbook, they spend it in other 
Government programs, and they then 
write an IOU for the Social Security 
trust fund. 

So the system is working today, they 
are collecting more money than they 
are paying back out in benefits. That 
extra money though, and that is where 
the system breaks down, is supposed to 
be put into Social Security trust fund. 
Instead, it goes into the big govern
ment checkbook, it then gets spent on 
other government programs. Since 
there is no money left in the check
book at the end, they put IOUs down 
the trust. 

And I have got a picture to help see 
that. 

When we think about balancing the 
budget in Washington, DC, because of 
the way they are doing it with Social 
Security, when we say the budget in 
Washington is balanced, we are eff ec
ti vely getting rid of the reported def
icit . . What we report to the American 
people from Washington of a deficit is 
this blue area on the chart. What we do 
not tell the American people is that in 
addition to that we are taking the 
money out of the Social Security trust 
fund. 

In 1996, for example, the deficit was 
reported at $107 billion, and there was 
$65 billion more taken out of the Social 
Security trust fund. Well, the real def
icit was $172 billion, so if we had re
ported the real deficit, it would have 
been much larger, and of course when 
we say we are going to balance the 
budget, this is my last chart of the 
evening, but when we say we are going 
to balance the budget, what we mean is 
we are going to take that blue area and 
make it disappear. In the year that we 
balance the budget we will still be tak
ing $104 billion out of the Social Secu
rity trust fund to make our budget 
look balanced. 

Now we have had all good news here 
tonight, we have made huge progress in 
the right direction, but I think we need 
to understand that we still have a huge 
problem with the Social Security trust 
fund. 

What is going on is that extra money 
that is coming in is being used to make 
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the budget appear balanced. We need to 
enact a bill called the Social Security 
Preservation Act, and again I would 
encourage our colleagues if you have 
not already joined us on this join us on 
it. The Social Security Preservation 
Act would require that this extra 
money, the money for the Social Secu
rity trust fund, actually be put into the 
Social Security trust fund. 

Now if out in America that sounds 
like common sense, I have to admit it 
sounds like common sense to me, too. 
In our business had we taken our pen
sion money, spent it on other parts of 
the business and put IOU's in the pen
sion they would have literally locked 
me up in jail. It would have been ille
gal and against the rules. This practice 
needs to be stopped, and the logical 
next step after we get to a balanced 
budget is to stop the practice of taking 
the Social Security trust fund money. 

How does this all tie together? Well, 
the National Debt Repayment Act, as 
we are repaying the Federal debt, we 
would also be putting real dollars back 
in place of these IOU's that are put in 
here. This was money that was taken 
out, for example, last year. That all be
comes part of the $5.3 trillion debt. So 
as we are paying down the Federal debt 
we would also be restoring or putting 
this money back that has been taken 
out and spent in other Government 
programs. 

D 2000 
It brings us back to the National 

Debt Repayment Act. Under the Na
tional Debt Repayment Act we would 
start running surpluses after we 
reached a balanced budget. We would 
cap the growth of government spending 
at least 1 percent below the rate of rev
enue growth, thereby creating a sur
plus. With that surplus, one-third goes 
to additional tax cuts, two-thirds go to 
paying back the debt. 

When we are paying back the debt, it 
is very, very significant for our senior 
citizens to understand that we would 
also be putting the money back into 
the Social Security trust fund that has 
been taken out over the last 15 years. 

If there are senior citizens paying at
tention this evening that get angry at 
this, they are not alone . There are a lot 
of people in this country that are very 
upset when they find out that the 
money that was supposed to be set 
aside for Social Security has actually 
been set aside for other programs. I 
would not say they are surprised, but 
they are very upset that the process is 
going on that way. 

I am happy to say that either passing 
the Social Security Preservation Act, a 
bill we introduced about 2 months ago , 
or the National Debt Repayment Act, 
either one of these bills will solve this 
problem and restore the Social Secu
rity trust fund. 

So why should our colleagues join us 
in the National Debt Repayment Act? 

Good news out of Washington today; 
turn on any network TV you want to 
see and you will find that the Repub
licans and the Democrats have reached 
agreement on a balanced budget. They 
are still saying 2002. I am here to tell 
the Members if we do not go into a 
major recession, it could be next year, 
it could be the year after. 

The national debt repayment answers 
the question of what next. What next is 
after we reach a balanced budget, we 
start repaying the Federal debt. When 
we repay the Federal debt, three things 
happen: First and most important, we 
get to pass this Nation on to our chil
dren debt free. By the year 2026, the en
tire Federal debt would be repaid and 
we could give this Nation to our chil
dren debt free. 

The second thing that happens under 
this, for the people that are in the 
work force today, we started with the 
children and let us go to the next gen
eration up, for people in the work force 
today, under the National Debt Repay
ment Act one-third of all surpluses 
guarantee additional tax cuts. 

Just think about this. Instead of a 
tax cut once every 16 years, under the 
National Debt Repayment Act there is 
a guaranteed tax cut every year from 
now on, unless we fall into a recession, 
in which case the bill kicks out. So we 
are now looking at a debt-free Nation 
for our children, additional tax reduc
tions for the people in the work force 
today. 

Now we turn to seniors. For our sen
ior citizens, the National Debt Repay
ment Act means that the Social Secu
rity trust fund is restored and they can 
once again look forward to receiving 
Social Security. The solvency of the 
Social Security trust fund" becomes 
real under the National Debt Repay
ment Act. The IOU's are repaid with 
real assets. 

The Social Security trust fund , by 
the way, is bankrupt by the year 2012 if 
this sort of bill is not put into place. 
Either the Social Security Preserva
tion Act or our National Debt Repay
ment Act will restore the Social Secu
rity trust fund and make it solvent be
yond the year 2002. 

That is a lot of different information. 
I have gone through a lot of charts 
here tonight. I think it would be rea
sonable to summarize this whole thing 
by maybe starting with the past, what 
happened before, summarizing where 
we are today, and then just a brief re
view on the future of where we go to 
next. 

The past: Gramm-Rudman-Hollings, 
promises of a balanced budget that 
were regularly broken. The late 1980's , 
early 1990's: promises of targets, we 
would reach a balanced budget, but no 
balanced budget. The American people 
became somewhat cynical. They 
stopped believing in the people they 
sent to Washington, and when they 
told them that they were going to have 

a balanced budget, the American peo
ple quit believing it because they had 
been misled so many times. That is the 
past, the late 1980's, the early 1990's. 

The American people finally revolted 
after 1991, the tax increase. That is the 
past. Broken promises of a balanced 
budget, the past; tax increases, giving 
Washington more money so Wash
ington can maintain its programs and 
still try and balance the budget. The 
past is tax increases, the past is more 
Washington. 

The present, a very different place. In 
the present, we are in the third year of 
a 7-year plan to balance the Federal 
budget. We are not only on track but 
we are ahead of schedule, to a point 
where we may very well have a bal
anced budget next year for the first 
time since 1969. We are in a position 
where, because of the theory of 1995, 
the theory of curtailing the growth of 
Washington spending, Washington not 
having spending growth as high means 
they borrow less money. There is more 
money in the private sector. More 
money in the private sector means 
lower interest rates. Lower interest 
rates mean more houses and cars are 
sold. More house and car sales means 
more job opportunities for people who 
build them. 

That is the working model of 1995. It 
is in place and it is working. We are in 
the third year of a 7-year plan to bal
ance the budget. We are not only on 
track, we are ahead of schedule. The 
good news is there are tax cuts coming 
for the American people virtually 
across the board. 

I would like to just review a little bit 
those tax cuts, because it is such good 
news. If you have children in your 
household and are earning less than 
$110,000 a year, on January 1 of next 
year take the number of children times 
400 and di vi de by 12, and then ask your 
boss to keep that much of your own 
money instead of sending it here to 
Washington. 

If you have three kids in your house, 
3 times 400 is $1,200. Divide that by 12, 
because are 12 months in the year, one
twelfth of that is $100. On January 1 of 
next year if you have three kids in 
your house, walk in to your employer 
and tell your employer you want to 
keep $100 more of your own money in
stead of sending it to Washington; get 
your pay raise January 1 of next year, 
do not wait . You might as well get the 
money then, instead of sending it out 
to Washington. The good news, the 400 
number goes to 500 the following year. 

Capital gains. If you are a senior 
drawing out of your pension fund and 
your pension made a profit, if you own 
stocks that have appreciated in value 
and wish to sell them, if you own real 
estate and you are going to transfer 
ownership, the 28 percent you used to 
pay in capital gains, it goes to 20 per
cent for all capital gains with the ex
ception of real estate that has been de
preciated, and on that portion of real 
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estate that you have depreciated, it is 
called the recapture portion, it remains 
at 25 percent. So it is a 3-percent reduc
tion on that area, it is an 8 percent 
across-the-board reduction on the rest. 

And again, let me translate this. If 
you are a senior citizen and you get 
money out of your pension fund and 
that money has appreciated in value 
over the last 20 years because you 
saved up to take care of yourself, 
called personal responsibility, if you 
are that senior citizen, and you take 
$100 of profit out, instead of sending $28 
to Washington, you only send 20, and 
you keep the extra 8 in your own 
house. It is your money. 

So I am happy to say in the present 
we are in the third year to balance the 
budget. We are on track. We are ahead 
of schedule. The budget will be bal
anced probably next year, 1999 at the 
latest. The good news is you should ex
pect additional tax cuts in the not too 
distant future. 

If anyone out there can figure out a 
way they are not affected by this tax 
cut, they need to let us know so in the 
next round we can make sure anybody 
missed in the first round gets picked 
up. If anyone is upset about the tax 
cuts, I would just encourage them to 
think back to 1993 when the discussion 
was about tax increases, and think 
what a wonderful privilege it is to be 
here having a fight about which taxes 
to cut and how far to cut them. 

The future, even after we get to a 
balanced budget we still have some 
problems facing our country. The prob
lems are a $5.3 trillion debt. The prob
lems are the money that has been 
taken out of the Social Security trust 
fund. The good news· is the National 
Debt Repayment Act. 

What is next? We are going to pay off 
that Federal debt by capping the 
growth of Government spending, hear 
this clearly, not reaching into the 
pockets of the American people and 
taking out more tax dollars, but by 
controlling the growth of Government 
spending in Washington. 

We cap the growth of Government 
spending at least 1 percent below the 
rate of revenue growth. That creates a 
surplus. Two-thirds of the surplus goes 
to repaying the debt, one-third goes to 
additional tax cuts. As we repay the 
debt, the money that has been taken 
out of the Social Security trust fund is 
also put back in. 

What a great vision for the future of 
this Nation: a balanced budget, lower 
taxes, the debt repaid so our children 
get this Nation debt free, and the So
cial Security trust fund restored so our 
seniors can once again be confident as 
they look forward to their future in the 
great Nation that we live in. 

Mr. HOEKSTRA. Mr. Speaker, will 
the gentleman yield? 

Mr. NEUMANN. I yield to the gen
tleman from Michigan. 

Mr. HOEKSTRA. Mr. Speaker, I 
thank the gentleman for yielding. I 

think it is good news, the amount of 
progress we have made. I came in 1993. 
We were looking at $260 billion deficits 
as far as the eye could see. We were 
looking at increasing taxes. We were 
looking at proposals that said to stim
ulate the economy we have to spend in 
Washington. 

Now, 4 years later, we are in double 
digits in the deficit. 

Mr. NEUMANN. I would ask the gen
tleman, there is a real important dis
tinction to be made. I ran as a Repub
lican, even though in the past I had 
voted both Democrat and Republican. I 
ran as a Republican because the "we" 
the gentleman was talking about was 
on the other side of the aisle. Not a sin
gle solitary Republican voted for that 
tax increase in 1993. That was passed 
with Democrat votes. I think that dis
tinction is very important. 

Mr. HOEKSTRA. I thank the gen
tleman for adding that clarity. He is 
right, it was passed by Democratic 
votes, by one vote, I think, in both the 
House and Senate. But it is a much dif
ferent vision than what we have now .. 
We are in double digits with the deficit, 
we are maybe as low as $20 to $30 bil
lion very soon, within the next year or 
2. We are looking at a surplus budget. 

I think my co"lleague would agree 
that getting to a surplus budget is real
ly going to free us now to take a look 
at paying off the debt, paying it down, 
building a better future for our kids, 
building a better future and a more se
cure future for our seniors. 

The surplus budget I think will not 
only enable us to talk about tax breaks 
for people who have missed out in this 
one, but I do think tax breaks the way 
Republicans believe they should hap
pen, across-the-board tax cuts, rather 
than picking out winners and losers 
and carving out these things, which 
much of this has. But it is very, very 
good and very broad-based in this tax 
bill. 

But where we want to go is to go to 
a simpler tax system, a fairer tax sys
tem that has lower rates for everyone, 
so for those that want to invest in a 
small business or a farm or education 
or whatever, they make those choices, 
rather than that heavy inducement 
from Washington saying, you really 
ought to go and do this, or, this is what 
we want you to do. Let people explore 
their own potential. 

I know in my own State, with the 
automobile industry, we need kids in 
college, we need high-tech people. We 
also need the journeyman, the machin
ists who are now working· on high-tech 
million-dollar machines, making the 
tool and die equipment we are going to 
need after the year 2000. 

Mr. NEUMANN. Mr. Speaker, we 
need young people who are going to 
dream about the future of America, 
and their dream is not going to be so 
influenced by Washington control that 
they can once again open their own 

minds to think about what they can do, 
work hard, achieve, get ahead, live the 
American dream. We need our young 
people to once again look at this great 
Nation and see that they have the op
portunity, if they work hard, take care 
of themselves, to get ahead in our 
country. 

That is what made America great in 
the first place is people who were able 
to look not with government influence 
and not to Washington, but were able 
to reach down deep inside of them
selves and figure out what it was that 
was going to make themselves and 
their Nation a better place. That is 
what we need. We need people who are 
willing to dream again. 

Mr. HOEKSTRA. If the gentleman 
will yield further, Mr. Speaker, I think 
getting this American dream alive and 
giving people the opportunity to design 
and choose for their own future is 
where we are headed. That is why the 
decisions and the bills and the legisla
tion that we will pass in the next cou
ple of days are only an initial step for 
smaller government, more freedom, 
lower taxes, and enabling people to 
make decisions that impact their lives, 
rather than Washington making those 
decisions for them. 

So yes, from 1993, boy, we have 
turned this ship around. We are headed 
in the right direction, but this is only 
the first step, and we have a lot of 
steps to go to get us to where we need 
to be and where we want to be, which 
I think will be a much better place, a 
much better place for our kids, a much 
better place for families. I think it will 
be an exciting place, because when you 
take the strains off, people will blos
som, they will grow, and we will relive 
and we will rekindle the entrepre
neurial spirit hopefully in every Amer
ican. 

Mr. NEUMANN. Mr. Speaker, one 
thing that happens out here, and I used 
to coach basketball, and we would have 
games like back to back. We would win 
the first game, and we would right 
away turn our focus to the next game, 
and we would forget to stop long 
enough to realize that we had just won 
the first game. It was almost like, 
wow, we won. Let us get going to the 
next game. 

I do think it is important that on a 
day like today we do pause and we do 
recognize that we do not have broken 
promises of a balanced budget; we actu
ally have a balanced budget. We do not 
have broken promises of lower taxes; 
we actually have a tax cut and it is 
very real. It is so real that on January 
1 of next year people can walk into 
their place of employment and reduce 
the amount of money that they are 
sending to Washington, DC. It is so real 
that if they are selling stocks or bonds 
or drawing pensions today and paying · 
that capital gains tax on that pension 
money, · they can reduce the amount 
they are sending to Washington and 
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keep more in their own homes right 
now, today. 

We need to pause long enough to re
alize that we just won this basketball 
game before we go into the next game. 
It is a long season ahead, I agree. We 
have a long ways to go. But each one of 
these games that we win along the 
way, they are really not games, it is 
the future of America we are talking 
about here. But each time we make one 
of these significant days, days like 
today, we do need to pause long enough 
to acknowledge the successes that have 
occurred. Sometimes in Washington we 
forget that. 

Mr. HOEKSTRA. If the gentleman 
will continue to yield, Mr. Speaker, 
there are a significant number of 
things in here. 

A couple of weeks ago we were debat
ing about the National Endowment for 
the Arts. I gave a presentation on that. 
I did not really think Washington 
should pick winners and losers for what 
art gets funded and what does not get 
funded. 

We gave this presentation and talked 
to a group of people in the arts commu
nity who said, you know, if you really 
want to help the arts community, give 
us the home office deduction, because 
for many of us our homes are our stu
dios, and that would be a big help to us. 
Plus then you are not choosing, all of 
us would benefit from that, so we are 
not competing for this little grant. 

The other thing they said to us, give 
us a 100 percent tax deduction for 
health care. We are self-employed. We 
are entrepreneurs. We are not part of a 
large group or a large corporation. We 
need health insurance. We need health 
care. Let us buy this. 

This tax bill will have that in there, 
both of those features in there for 
them. 

Mr. NEUMANN. Mr. Speaker, would 
the gentleman go into a little more de
tail, because I did not cover that very 
well before about the health deduction 
for business owners. If you are self-em
ployed and you are buying your own in
surance, it used to be that you could 
not write off the cost of your insur
ance, but if you worked for a big com
pany somewhere and got it as a benefit 
it was a tax-free benefit. Would th~ 
gentleman explain that a little more? 

Mr. HOEKSTRA. Sure. The gen
tleman is exactly right. I worked for a 
Fortune 500 company before I came 
here in 1993. The company bought 
heal th insurance for me and my family. 
It was tax deductible. If I would have 
been an entrepreneur, I could not have 
deducted a comparable cost of buying 
insurance for myself. 

We have modified that. Did we do it 
last year? I think we did it with the 
Contract With America, and we said we 
are going to phase in the tax deduct
ibility. I think we went all the way up 
to 85 percent over a period of time. 

0 2015 
Now, with this bill, we are going to 

say that as an entrepreneur, as a small 
business person, as an individual we 
will be able to fully deduct 100 percent 
of our health care premiums just like 
the large Fortune 500 companies do for 
their employees. 

I am not sure of exactly the time 
line, but it is going to happen and we 
will get to 100 percent tax deduct
ibility. 

Mr. NEUMANN. I was on the other 
side of that fixture, I was the entre
preneur out there starting my own 
business and working hard, and it was 
infuriating that many of the people we 
were selling homes to were allowed to 
have that deduction tax free, but some
how individuals out there trying to 
make it on their own, they were not el
igible for the same treatment under 
the Tax Code. 

I am happy to say, I guess if I were to 
pick one area that I want to go to next 
personally, where I would like to see 
additional tax cuts, and what a great 
discussion this is, where do we go next, 
what taxes do we cut? How different 
from 1993 when they were talking 
about tax increases. I would like to see 
the marriage tax penalty eliminated. 

In our Nation today, if four people 
are working all at the same job, earn
ing the same money, and two of those 
people are married to each other and 
two are not, the two people that are 
not married to each other pay less 
taxes than the two people in the same 
job earning the same money who are 
married to each other. And that does 
not seem fair. That is my top target 
next. 
~r. HOEKSTRA. Just in closing, I 

thmk the gentleman is right, the excit
ing days are in front of us. We will get 
to a surplus budget. When we get there, 
we will have a whole new range of op
tions, debates and issues and new direc
tions that we can talk about and that 
I think, is going to be very exciting. i 
thank the gentleman for doing this 
special order and thank him for allow
ing me to participate. 

Mr. NEUMANN. Mr. Speaker, I want 
to close out my time this evening by 
paying tribute to so many people that 
are involved in this, from our families 
and kids who spend time without us so 
this can get done, to all the people 
across this Nation who elected a group 
of people in 1995 that were going to 
come here to Washington, change what 
was going on, provide the Nation with 
a balanced budget, lower taxes, and 
Medicare restored. 

That is what this is all about, and I 
want to close tonight by paying tribute 
to all the people that have been in
volved in this process. 

GENERAL LEAVE 
Ms. WATERS. Mr. Speaker, I ask 

unanimous consent that all Members 

may have 5 legislative days within 
which to revise and extend their re
marks on the subject of my special 
order this evening. 

The SPEAKER pro tempore [Mr. 
METCALF]. Is there objection to the re
quest of the gentlewoman from Cali
fornia? 

There was no objection. 

CIVIL RIGHTS TRIBUTE TO 
FORMER SUPREME COURT JUS
TICE WILLIAM J. BRENNAN, JR. 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, the gentlewoman from 
California [Ms. WATERS] is recognized 
for 60 minutes. 

Ms. WATERS. Mr. Speaker, I rise 
this evening to begin a special tribute 
by the members of the Congressional 
Black Caucus for the late Justice Wil
liam J. Brennan, Jr., one of the most 
influential and visionary jurists in our 
Nation's history. 

Before I take time, I would like to 
yield the first of this hour to one of the 
leaders of the Congressional Black 
Caucus, who immediately upon the 
passing of Justice Brennan said it was 
important for the Congressional Black 
Caucus to take this floor and pay trib
ute to, give honor to the man who as
sisted this Nation in our civil rights ef
forts. 

With that, I would like to yield to 
the gentleman from Florida, [Mr. 
ALCEE HASTINGS]. 

Mr. HASTINGS of Florida. Mr. 
Speaker, I am deeply grateful to the 
chairwoman of the CongTessional Black 
Caucus, the gentlewoman from Cali
fornia, Ms. MAXINE w ATERS, my good 
friend, for yielding to me to begin this 
special order this evening. 

Today, many of us in the Black Cau
cus and others of our colleagues here in 
the House and in the other body had 
the good fortune to be able to go the 
homegoing celebration of Justice Bren
nan. Because of the lateness of the 
hour, a significant number of our col
leagues who wanted to be with us have 
seen fit to contribute their remarks in 
the RECORD, and they did, in fact, in
cluding the gentlewoman from Florida 
Mrs. MEEK, and the gentlewomen fro~ 
Texas, Ms. EDDIE BERNICE JOHNSON and 
Ms. JACKSON-LEE, as three that I know. 

Mr. Speaker, I rise today to pay spe
cial tribute to the life and career of 
former Supreme Court Justice William 
J. Brennan, a man who, and I might 
add I learned today for the first time 
that that "J" stood for Josepn, a man 
who epitomized the word " liberal." 

As I stand today, I am kind of pro
pelled by the question, what is a lib
eral? Often we hear that here in this 
body, the question put, what is a lib
eral? And we hear it in negative terms 
when one is identified in that manner. 

As I confront with my colleagues the 
myriad assaults on the liberal causes of 
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equality and justice, and the homilist 
today, the Reverend John O'Hara, at 
Saint Matthews Church, at the funeral 
of Justice Brennan, cited the fact that 
not only did he stand for equality and 
justice, but he also brought to that ci
vility. These ideas which most of us in 
the Black Caucus and many Members 
of this body have devoted entire ca-

. reers pursuing, this question then is 
obviously of paramount importance. 

What is a liberal? There are a lot of 
definitions. Let me offer one. A liberal 
is someone who is guided by principles 
of fairness and equality and civility, 
even when such principles are unpopu
lar. A liberal is someone who stands up 
for justice and fairness regardless of 
public opinion. A liberal fights for the 
rights of individuals, no matter their 
social, economic, racial or religious 
circumstance, and often because of 
them. 

A liberal believes that the U.S. Con
stitution was adopted to expand, not 
limit, individual freedoms. A liberal 
would give her or his life to eliminate 
all forms of second-class citizenship, 
understanding that until all are free, 
none are free. Justice Brennan was a 
liberal, Mr. Speaker. 

As a member of the Congressional 
Black Caucus, a lawyer and a ·former 
judge, I am especially proud to honor 
this distinguished jurist. It is apropos 
that I rise today. Justice Brennan's be
lief in the ideal of one person, one vote, 
and his relentless support of the pro
tection of voting rights for all Ameri
cans directly led to a fairer reappor
tionment of congressional districts. 

As I look around this body when it is 
in full bloom, which more accurately 
reflects the American people today 
than it did half a decade ago, I am re
minded of the quote, and I learned 
today at the funeral that the Justice 
had asked the homilist, Reverend 
O'Hara, to make sure at his funeral 
that it be short; and, No. 2, that they 
play some Latin songs. I did not know 
of his fondness, and so I looked up a 
quote: " Si monumentum requires 
circumspice." If you would see his 
monument, look around you. 

Justice Brennan's monument is all 
around us in this great country, and 
he, through his legacy, has contributed 
to the diversity of this great body. In 
the area of civil rights, Justice Bren
nan joined the late Justice Thurgood 
Marshall, his judicial soulmate, as the 
court's most outspoken advocates for 
affirmative action. 

We are about to undertake that de
bate here. And it would be healthy if 
all of our colleagues had had the good 
fortune to read some of the 1,360 opin
ions that William J0seph Brennan au
thored as a member of the United 
States Supreme Court. 

For example, in United States Steel 
Workers of America versus Weber, Jus
tice Brennan wrote that it would be 
ironic " if a law triggered by a Nation's 

concern over centuries of racial injus
tice and intended to improve the lot of 
those who had been excluded from the 
American dream for so long, prohibited 
all voluntary race-conscious efforts to 
abolish racial segregation and hier
archy. '' 

Justice Brennan understood that we 
still , in America and in the world, live 
as persons infected with various forms 
of racism and prejudice. Mr. Speaker, 
he understood that the only way to 
remedy the evils of the past would be 
to take affirmative action to eliminate 
its ugly and devastating impact on 
those today. · 

As all of my colleagues in the Black 
Caucus who come today to pay tribute 
to this giant have fought for equality 
and fairness under the law, I fought for 
it along with my colleagues, from the 
courthouse to the statehouse and in 
the U.S. House. I was certainly, as all 
of our colleagues are in this Nation, 
saddened by the departure of Justice 
Brennan from the court. 

Today, however, I remain encouraged 
that his legacy of individual freedom 
will be evanescent. As someone who 
had an opportunity to practice under 
those decisions, I, for one, am grateful 
for his legacy. 

I must pause briefly, Mr. Speaker, to 
thank the chairwoman of the Congres
sional Black Caucus and the members 
of the Congressional Black Caucus for 
their efforts here this evening to honor 
Justice Brennan. I have already point
ed to the appropriateness of this spe
cial order. 

The chairwoman immediately set in 
motion the request for the Black Cau
cus and all our colleagues to have this 
opportunity to recognize a giant who 
helped all Americans. Justice Brennan 
shared our ideals, our principles, and 
our hope for a colorblind society. He 
shared our vision for racial equality 
and social justice and, indeed, civility. 
He believed as we do in the supreme 
dignity of every individual. 

We will continue to build upon that 
vision as we in the Black Caucus and in 
Congress fight for the rights of every 
American, especially the poor, as Jus
tice Brennan did; the disadvantaged, as 
Justice Brennan did; and the mis
treated, as Justice Brennan did. As 
long as people are treated unfairly, as 
long as people sit on death row, as long 
as there is one person who deserves an
other chance or just a better chance at 
the American dream, the spirit of Wil
liam Joseph Brennan will be with us, 
and for that we, as a Nation, are in his 
eternal debt. 

Today, in a magnificent organ recital 
during the course of the procession to 
his place of committal, the Schola 
from Requiem in paradisum was " May 
the angels lead you into paradise; may 
the martyrs receive you, and lead you 
into the holy city of Jerusalem. May 
the choir of angels receive you, and 
with Lazarus, who was once poor, may 

you enjoy eternal rest," Justice Bren
nan. 

Ms. WATERS. Mr. Speaker, I would 
like to take the first portion of my re
marks to thank the gentleman from 
Florida who so eloquently expressed 
our fine appreciation for Justice Bren
nan. I think it could not have been 
done better, and I am delighted that 
the gentleman from Florida [Mr. 
HASTINGS] saw fit to immediately call 
me and focus us on the fact of the 
death of Justice Brennan, and to say 
that the Congressional Black Caucus 
must indeed take the leadership in pay
ing tribute to this giant of a human 
being. 

0 2030 

He said to me, this is important that 
we take this leadership; and I imme
diately understood why. Justice Bren
nan represented our struggle, he rep
resented our: hope for what America 
could be and what it should be. And so, 
I open this special tribute this evening 
and I share this time with other mem
bers of the Congressional Black Caucus 
who are here and some who have left 
their statements, and I do so with 
great pride. 

Justice Brennan was laid to rest this 
afternoon. However, he placed an indel
ible mark on many of this Nation's 
laws. The famous Brennan decisions 
serve as the underpinnings and guide
posts for the advancement of civil 
rights in this Nation. During his 34 
years on the United States Supreme 
Court, Justice Brennan was described 
as "the chief strategist behind the 
court 's civil rights revolution. " 

Justice Brennan was considered a lib
eral. We heard the gentleman from 
Florida [Mr. HASTINGS] pay tribute to 
liberalism. How proud I am, also, this 
evening to pay tribute to this liberal. 
Liberals have been demonized by those 
who set oU:t to limit the power and the 
ability of the poor, to limit the power 
and the ability of people of color and 
people who are powerless, limit the 
ability of all of these to be active deci
sionmakers and participants in this de
mocracy. 

This democracy has set forth in the 
Declaration of Independence, which 
states, and I will remind folks as I 
quote this, we hold these truths to be 
self-evident that all men are created 
equal, that they are endowed by their 
Creator with certain inalienable rights , 
that among these are life, liberty and 
the pursuit of happiness. 

Justice Brennan was a student of the 
Constitution and a believer in the Dec
laration of Independence. He cherished 
first amendment rights, and he acted 
on his beliefs. He worked hard to con
struct the arguments and convince his 
fellow justices that this could and 
should be a Nation that protects the 
rights of all individuals and groups. He 
actively worked to make the Constitu
tion a vibrant living document. He 
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called the Constitution, and I quote 
him, "a sparkling vision of the dignity 
of every individual." 

Witness the great Brennan decisions. 
Baker versus Carr, 1962. This case al
lowed Federal courts to hear constitu
tional challenges to the way States 
drew their legislative districts. The 
case forced reapportionment of pre
viously discriminatory districts and 
enforcement of one-person one-vote 
principle. 

NAACP versus Button, 1963. This case 
struck down a State law that pre
vented civil rights organizations from 
soliciting plaintiffs for desegregation 
cases stating that such restrictions 
violated the first amendment right of 
association. What a great decision. 

Do my colleagues understand that 
literally what the State has said was 
we do not care how much someone has 
been discriminated against, we do not 
care how representative this is of 
wrongs in our society; you cannot go 
out and solicit and find them and get 
them to be a plaintiff. Thank you, Jus
tice Brennan. 

United Steelworkers of America 
versus. Weber, 1979. This case ruled 
that Federal anti-discrimination law 
does not prevent employers from 
adopting voluntary race-conscious af
firmative action programs. 

Well, we are in a great debate in this 
Nation about affirmative action. In a 
matter of days, perhaps, and certainly 
if not in a matter of days, when we 
come back in September, we will be 
fighting in the Brennan way against an 
attempt to turn this decision on its 
head. We will be fighting against a bill 
that will attempt to do away with all 
affirmative action. And it has been 
branded a civil rights role acting in 
just the opposite way that Brennan in
tended affirmative action to operate. 

Furman versus. Georgia, 1972. This 
case invalidated State death penalty 
laws as cruel and unusual punishment. 
I know, it is not political to be against 
the death penalty. People do not want 
to run for office for re-election without 
trying to make the people believe that 
they are absolutely protecting them by 
supporting the right for a free people in 
a democracy to kill in the name of jus
tice. 

Well, I suppose the death penalty is 
riding high now and it is very unpopu
lar to be against the death penalty. I 
submit to my colleagues, a society that 
attempts to right wrongs by doing 
worse than the person they would point 
to that committed the wrong is a soci
ety headed in the wrong direction. A 
State, a Nation that kills in the name 
of justice will be held accountable for 
that in so many ways. 

Metro Broadcasting versus. Federal 
Communications Commission, 1990. 
This case upheld minority preferences 
for FCC broadcast licenses. Some peo
ple say, " Well, what is important about 
that?" I will tell you what is important 

about that. As we watch attempts now 
by the rich and the powerful to buy up 
everything, radio stations, television 
stations, what happens when you have 
the powerful owning the voices that 
you hear on radio and television able 
to talk to people day in and day out, 
expressing certain points of view, with
out any real opportunity to hear the 
minority point of view, to hear the 
other point of view? 

In a democracy, we should never 
allow monopolies, the rich and the 
powerful, to have control of our air
waves, to have control of what our 
children hear, to have control of what 
goes on in every household. It is one of 
the most dangerous things that could 
happen in a democracy. 

We live in a democracy where we 
ought to feel free enough and strong 
enough to let everybody say what they 
need to say. But if minorities do not 
have the right to own, do not have the 
ability to own, do not have the capital 
to own, you will shut down the voices 
oftentimes of opposition. And so this 
was a powerful decision. 

It is quite clear that Justice Brennan 
was a rare and talented human being 
whose clarity of thought and commit
ment to justice and equality guided his 
work and his vision for America. 

Justice Brennan will long be remem
bered. The legacy of Justice Brennan 
will not be lost or simply overturned or 
forgotten. His work was too profound, 
too impeccable, too undeniable. No 
matter the attack on liberalism, no 
matter the winds that blow toward the 
right, in the final analysis, the human
ity demonstrated by his leadership can 
stand tall and strong against the most 
inhumane attacks, the most intolerant 
voices, the most misguided and igno
rant in our society who would have the 
powerful just trample on the rights of 
the powerless and the majority simply 
ignore the pleas of the minority. 

Justice Brennan, you make me so 
proud to stand here tonight branded a 
liberal. It is because of you and the 
powerful in high places who served 
with principled dignity and who con
tinue to serve with principled dignity 
that I am able to be here in the hal
lowed halls of Congress imploring my 
colleagues to serve as you served, care 
as you cared, and to do as you did, 
serve all the people all of the time, up
holding the Constitution of the United 
States of America and fighting for jus
tice and equality for all. 

Mr. Speaker, I yield to the gentleman 
from New York [Mr. OWENS]. 

Mr. OWENS. Mr. Speaker, I want to 
congratulate the chairman of the Con
gressional Black Caucus and others of 
my colleagues that saw fit to hold this 
special order as a tribute to Justice 
Brennan. His funeral was held today, 
and I think that the tributes to him 
will go on for a long time to come. 

I think it is important to note that 
one of the people who spoke at his fu-

neral today said that his passing rep
resented an end of the era, that the era 
of liberal government and liberal court 
opinions was over. I do not agree. I 
think that one important thing about 
this tribute is to hold up and let the 
general public see in a highly visible 
manner what that era was all about 
through the opinions of Justice Bren
nan. 

Justice Brennan has not really been 
given due credit for a number of things 
that he has accomplished, and many 
people do not realize the scope of his 
opinions. They are very much in har
mony with the basic beliefs of Thomas 
Jefferson, very much in harmony with 
the very dramatic gesture of Abraham 
Lincoln in setting the slaves free, very 
much in harmony with the belief that 
individuals have certain inalienable 
rights. 

He struck at the heart of an attempt 
to corrupt that process by refusing to 
go along with the States' attempt to 
cling to power for rural areas, unpopu
lated or slightly populated areas, and 
use the compromise that had been 
made at the time of the founding of our 
own Constitution. 

Our Constitution is based on a com
promise. We had a Senate and House of 
Representatives, the House of Rep
resentatives based on population and 
the Senate was a compromise. That 
body established that any State, no 
matter how small the State was or 
what the population of it was, any 
State would have two Members. And 
State legislatures were using that kind 
of reasoning to justify various for
mulas for holding on to power without 
a one-man, one-vote situation. 

And of course, Justice Brennan, kind 
of late in the life of our Nation, I think 
it was 1966, that late in the history of 
the Nation, he applied the common 
sense of the Constitution that if we are 
really equal, then we cannot allow a 
situation to be perpetuated at the 
State level where the balance of power 
was maintained by a minority through 
this kind of playing with the notion 
that we could have two Houses and 
State legislature and one could not fol
low the rule of one man, one vote in 
terms of population. 

So he had the guts to deal with it in 
1966. And somehow no one has bothered 
to challenge it since then. The power of 
the common sense of it, the harmony 
of it with the thinking of the Founders 
and the whole thrust of our Constitu
tion was so great, that has not been 
challenged. The one-man, one-vote the
ory definitely is there and in place. 

There is another very fundamental 
decision that he made which very few 
people have talked about and very few 
people may even know that he had any
thing to do with it, but I think it is 
very much indicative and relevant of 
our present era, where we tend to put 
people down. All men are created 
equal. All Americans are equal. But, 
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somehow, lately we have been looking 
at welfare recipients or poor people, or 
people who have not made it, as not 
being exactly equal. And there is a rag
ing debate right now about WEP work
ers, people who are on welfare, people 
who must go to work in order to work 
off their welfare grants, them not being 
equal enough to be able to have rep
resentation. They cannot have an orga
nization and that organization talk to 
the people in Government who put 
them to work. They cannot have an or
ganization which says we need gloves if 
we are out in the park picking up all 
kinds of trash and we need some kind 
of gear on our heads if we are out there 
in the sun or we need some brightly 
colored jackets if we were working in 
areas where the trash is heavy, we need 
the same things other workers need. 

D 2045 
Nobody can even have a conversation 

in the New York WEP program because 
they are not allowed to organize and 
they are not allowed to have spokes
persons, because , after all , they are not 
protected by the labor laws. We just 
had a fight here on the floor, not on the 
floor but we had a fight here via nego
tiations, where an attempt has been 
made .to take away the protection of 
the Fair Labor Standards Act and take 
away the minimum wage, or any of the 
things in our labor law which applies 
to workers is going to be denied towel
fare workers who have to go to work. 
We have just beaten that back tempo
rarily. I understand it is taken out of 
the budget bill and the tax package 
that we will be voting on in a few days. 

But it is very interesting that Bren
nan ruled, in a case which has not been 
that celebrated, he ruled that if you 
are going to take away the welfare ben
efits from somebody, you have got to 
give them a hearing. That is not 
known. In 1970, as late as 1970, an opin
ion for the court in Goldberg versus 
Kelly, a case little known by the gen
eral public. In that case he declared 
that it was a violation of the 14th 
Amendment guarantee of due process 
of law for a State to cut off a welfare 
recipient's benefits without a hearing. 
Something as simple as a hearing, an 
individual deserved. 

As a prescription for governmental 
behavior, the holding in Goldberg 
versus Kelly appeared modest enough, 
but the opinion proved to be a water
shed of constitutional interpretation, a 
key building block to what came to be 
known as the due process revolution. A 
series of decisions that followed erect
ed a constitutional shield for the ordi
nary citizen against the arbitrary or 
standard misuse of governmental 
power in many contexts. 

In 1987, in a New York speech which 
he entitled "Reason, Passion and the 
Prog-ress of the Law, " Brennan talked 
about the importance of a simple re
quirement that government officials 

meet a citizen face-to-face before tak
ing adverse action. I end with this 
quote by Justice Brennan: 

" Due process asks whether govern
ment has treated someone fairly, 
whether the individual 's dignity has 
been honored, whether the worth of an 
individual has been acknowledged. If 
due process values are to be preserved 
in the bureaucratic state of the late 
20th century, it may be essential that 
officials possess passion: The passion 
that puts them in touch with the 
dreams and disappointments of those 
with whom they deal, the passion that 
understands a pulse of life beneath the 
official version of events." 

His opinion in Goldberg versus Kelly, 
he said, can be seen as injecting pas
sion into a system whose abstract ra
tionality had led it astray, and he ap
plied those same principles to the 
death penalty. To the very end he was 
opposed to the death penalty because 
that individual on death row also de
served the same kind of passion, the 
same kind of interaction with society 
as a whole, as an individual who de
served equal treatment. 

Ms. WATERS. Mr. Speaker, I yield to 
the gentleman from Illinois [Mr. 
DAVIS]. 

Mr. DAVIS of Illinois. Mr. Speaker, 
first of all let me commend and con
gratulate the gentlewoman from Cali
fornia, chairperson of the Congres
sional Black Caucus, and the gen
tleman from Florida [Mr. HASTINGS] for 
putting together this tribute. I rise 
today and join with my colleagues to 
pay tribute to one of this Nation's fin
est justices, one who has a progressive 
reputation and one who has dem
onstrated that you can be relevant and 
you can hold true. 

Justice Brennan departed this life 
Thursday, July 24, at the age of 91. 
While he may have physically de
parted, he leaves a legacy that will en
dure for generations to come. Through 
his personal and professional life , Jus
tice Brennan effected change and af
fected the lives of people in a real way. 
Justice Brennan was an ordinary man 
who possessed extraordinary courage, 
tenacity, and perseverance. 

He was appointed to the Supreme 
Court in 1956 by then President Dwight 
Eisenhower. At the time of his appoint
ment, America was engulfed with the 
question of what to do about civil, 
rights and equal rights for blacks, His
panics, women and other minorities. 
He dared to be different despite the dic
tates of the times. In his daring to be 
different, he lifted the lots of poor peo
ple, minorities, and the 
disenfranchised. He challenged the 
Constitution to live up to its ideals of 
equality and justice for all people. 

He saw the law not as an abstraction 
but as a weapon to protect individual 
liberties. In speeches he often urged 
State courts to thrust themselves into 
a position of prominence in the strug-

gle to protect people of our Nation 
from government intrusions on their 
individual freedoms. 

In his 34-year tenure on the Supreme 
Court, he wrote more than 1,300 opin
ions which helped to significantly 
change the landscape of constitutional 
law. Some of his legendary opinions in
clude Baker versus Carr, the landmark 
1962 opinion that opened the doors to 
reapportionment of leg·islatures and 
congressional districts under strict one 
person, one vote standards. This deci
sion reshaped politics and broadened 
participation in democracy. In 1964 he 
authored New York Times versus Sul
livan, which enhanced First Amend
ment protections for press critics of 
public officials. And in 1970 he authored 
Goldberg versus Kelly, which required 
States to give welfare recipients notice 
and a right .to a hearing before their 
welfare benefits could be cut. 

Justice Brennan was a strong advo
cate of affirmative action and equal 
participation for everyone in America. 
Although he went to one of the elite 
schools of America, he was a very com
mon, caring, sensitive, down-to-earth 
man of reason. His life was an embodi
ment of love, liberty and law. He was a 
champion of the underdog. He saw be
yond Jim Crow segregation, discrimi
nation, and saw an America that could 
live up to its promises of equal justice 
under the law. His ability to build con
sensus and help safeguard freedom 
broadened the circle of equality for 
every single American. 

And so it is indeed my pleasure to 
join with all of my distinguished col
leagues who have already so eloquently 
stated the case that when it comes to 
equality, justice, and the fight for free
dom, no man, no woman could be Jus
tice Brennan's peer. 

Ms. WATERS. Mr. Speaker, I yield to 
the gentleman from New Jersey [Mr. 
PAYNE]. 

Mr. PAYNE. Mr. Speaker, let me 
first of all thank the chairlady of the 
Congressional Black Caucus, keeping 
the theme of the Caucus since its in
ception, the conscience of the Con
gress, to call this special order, this 
special program tonight after the call 
from our former distinguished Federal 
jurist, the gentleman from Florida [Mr. 
HASTINGS] who in his judicial thinking 
immediately responded by requesting 
that this special order be held, and for 
him we are very thankful. 

We are here tonight to celebrate the 
life of William Joseph Brennan, Jr. 
Last Thursday, Mr. Speaker, this coun
try lost a bold and spirited champion of 
civil liberties. The city of Newark, NJ 
lost a warm and generous son. Justice 
William Joseph Brennan, Jr. stands 
today as one of the most beloved and 
respected jurists ever to sit on the high 
court in this Nation. As the great Chief 
Justice Earl Warren once remarked, 
"In the entire history of the court, it 
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would be difficult to name another jus
tice who wrote more important opin
ions." 

I was deeply moved this morning at 
St. Matthew's Church here in Wash
ington where the funeral services were 
conducted for Justice Brennan and 
there were very moving tributes by the 
President of the United States, Justice 
Douglas, Justice Souter, William Bren
nan III, other members of the clergy 
and his family. Yet this prodigious 
man whom we laid to rest today at Ar
lington Cemetery traced his childhood 
roots back to a simple 3-family house 
in the Vailsburg section of my home
town of Newark, NJ. 

Born on April 25, 1906, William Bren
nan grew up, one of eight children, in a 
larg·e Irish-Catholic family. His father 
William Sr. shoveled coal at the old 
Ballentine Brewery, a place I knew 
well, Mr. Speaker, as I would later 
work there myself in that factory 
where many of the working families of 
Newark had the privilege to work. 

William Sr. worked at the brewery 
until 1917 when he was chosen as the 
union representative for all of the 
workers at the brewery, giving William 
Sr. an early start in city politics. 

As a young boy, young William Jr. 
lived on Parker Street which as he 
later described in the Newark Star
Ledger divided the people of means in 
the neighborhood. With Park Avenue 
on one side, the big money, he said, 

The city of Newark, while it feels a 
deep sense of loss today at the depart
ing of a beloved native, also feels a 
great sense of pride at the monumental 
achievements of this man who never 
forgot his roots. Over 34 years and 
through eight successive Presidents, 
Justice Brennan stood as a voice for 
those without a voice of their own on 
the highest tribunal of justice in this 
land. He believed in interpreting the 
Constitution as a living charter of 
human rights, dignity, and self-deter
mination, and thus he believed that it 
was precisely the most vulnerable, for
gotten and castoffs within our society 
for which its protections were de
signed. He reshaped the contours of 
American constitutional law by time 
and time again forging new consensus 
on the court in defense of minorities, 
immigrants, death row inmates, polit
ical protesters and the poor. His deci
sion in Baker versus Carr as we have 
heard already established Federal con
stitutional jurisdictions over legisla
tive apportionment, helping to estab
lish the principle of "one person, one 
vote" and countermanding the process 
that had traditionally led to discrimi
natory racial gerrymandering in the 
drawing of electoral districts. Today 
we have 38 Members of the House of 
Representatives as a result of Justice 
Brennan in those early days. 

0 2100 
was on the other side of Bloomfield Av- His decision in New York Times 
enue, he recalled. I also lived close to versus Sullivan defended the right of 
him in the North Ward on that other the NAACP to criticize southern seg
side of the dividing line. regationists and established a standard 

While his father worked at the brew- of uninhibited, robust and wide open 
ery, William Jr. attended the Alex- debate in the American body politic. 
ander Street Elementary School and Finally, before a shift in the com
then went on to Barringer High School, position of the Court overturned it, his 
the same high school that I attended decision in Furman versus Georgia ini
many years later. We heard of Justice . tiated a 4-year moratorium on the im
Brennan, at that time an outstanding position of the death penalty in Amer
lawyer, as one of the outstanding grad- ica, ruling that capital punishment 
uates of our high school. While he was simply did not comport with human 
in high school, he worked many odd dignity. 
jobs, worked on weekends to help his The life of Justice William Brennan, 
father make ends meet for a family of Mr. Speaker, will long stand as a pro
many mouths and little money. found testament to the power of well-

After graduating from the Wharton articulated thoughts and ideas to ally 
School of Business and the Harvard the forces of reason behind the passions 
Law School, the future justice returned of the human heart and thereby to 
home to Newark in the midst of the de- change forever the course of society. 
pression to practice labor law at the But his career also reminds us, as the 
forerunner of what is now one of New framers of the Constitution warned, 
Jersey's oldest law firms, Pitney, that the cost of liberty is a struggle of 
Harden & Skinner. He helped in the eternal vigilance. 
process of creating a new constitution Even in his lifetime Justice Brennan 
for the State of New Jersey in 1948 and saw many of his important achieve
a year later was named to the State ments rolled back by an increasing 
Superior Court. conservative majority on the Supreme 

In 1952 our Republican Governor, at Court, a majority that underestimates 
that time Alfred Driscoll, appointed the need for vigilance in the defense of 
him to the State Supreme Court where liberty. "We do not yet have justice for 
he sat with the famed Arthur Vander- all who do not partake in the abun
bilt. Finally, in 1956, another Repub- dance of American life,'' wrote the late 
lican, this time President Dwight D. justice. 
Eisenhower, selected William Brennan, Just this past year we are still striv
Jr. to sit on the Supreme Court of the ing towards that goal and doubtless it 
United States. will be an eternal quest. Therefore, Mr. 

Speaker, as we celebrate the life of a 
great man and grieving his passing, let 
us realize his quest as our quest and 
push America always onwards toward 
the realization of the most noble prom
ise of liberty and human dignity. 

Ms. WATERS. Mr. Speaker, I yield to 
the gentleman from Illinois [Mr. 
RUSH]. 

Mr. RUSH. Mr. Speaker, first of all, I 
want to thank the chairwoman of the 
Congressional Black Caucus for yet an
other example of her sterling and illu
minating leadership, her commitment 
to the cause of freedom, justice and 
equality here in America, and let me 
also extend my thanks to the gen
tleman from Florida [Mr. HASTINGS], 
whose spirit and whose words today 
certainly pay tribute in a most elo
quent way to Justice Brennan. The 
gentleman from Florida [Mr. HASTINGS] 
certainly embodies the spirit of Justice 
Brennan, and I say thank you for this 
special order. 

I rise today to pay tribute to the late 
William Joseph Brennan, Jr., former 
Supreme Court Justice. Mr. Justice 
Brennan's progressive voice was heard 
for 34 years on the Court, spanning 
eight Presidential administrations. He 
was widely recognized as a chief strate
gist behind the Court's civil rights rev
olution. Most, if not all, Americans 
have been touched by the legacy of 
Justice Brennan's rulings. 

His vision was that the essential 
meaning of the Constitution was not 
found in the past but in the current ev
eryday life of America. He championed 
human rights, he championed indi
vidual rights beyond what was spelled 
out in the text of the Constitution. He 
called the Constitution, "a sparkling 
vision of the supreme dignity of every 
individual." I repeat: "a sparkling vi
sion of the supreme dignity of every in
dividual." He used it as a tool for so
cial justice and racial equality. 

Justice Brennan's litmus test for of
fering legal protection was simple. His 
litmus test was whether the bill of 
rights explicitly prevented him from 
doing so. My, my, what a simple yet 
profound litmus test. 

He always favored the individual and 
put the burden on the Government to 
show that something in the Constitu
tion disallowed protection. 

Justice Brennan and his friend, col
league, and as mentioned earlier, judi
cial soul mate, Justice Thurgood Mar
shall, were often outvoted, and they 
were usually on the defensive. Though 
he was frequently in dissent, his role 
on the Court transcended that of a de
fender of the liberal faith. Term after 
term he defied the odds in his ability to 
pull together majorities, though often 
narrow majorities, for sustaining or 
even advancing the principles in which 
he so strongly believed. 
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In civil rights cases Justice Bren

nan's decisions enforced schools' deseg
regation plans, upheld affirmative ac
tion programs designed to help minori
ties overcome past discrimination and 
sought to ensure constitutional equal
ity for women. Additionally, his rul
ings established rights for welfare re
cipients and illegal aliens and created 
the one-man, one-vote rule for rep
resentation in voting districts which is 
indeed a landmark opinion which, as 
stated earlier, opened the doors for so 
many to be seated in this Chamber 
today. 

My predecessor, former Congressman 
from the first district of Illinois,. 
former appeals judge and former White 
House Counsel, Abner Mikva, defined 
what he called a Brennaness as one 
who influences his colleagues beyond 
measure. A Brennaness is one who in
fluences his colleagues beyond meas
ure. 

His ability to bridge differences 
through good will distinguished Justice 
Brennan's career on the high Court. 
Justice Brennan had an unmatched 
ability to build a consensus. His knack 
for compromise and his ability to hold 
legal decisions that were acceptable to 
his colleagues regardless of their judi
cial philosophies was and is his legacy. 

Although he never served as Chief 
Justice, Justice Brennan was a pivotal 
force in his three plus decades on the 
Court. He authored milestone opinions 
and was a prime mover behind many 
others. When he did not prevail, his 
voice in dissent was strong and illu
minating. 

Justice William J. Brennan, Jr., 
should be and will be remembered for 
the enduring constitutional principles 
he so fervently championed during· his 
three plus decades on the U.S. Supreme 
Court. 

Again, Mr. Speaker, I am honored, 
privileged and pleased to be a part of 
this special order honoring our friend, 
our champion, the former Supreme 
Court Justice William Joseph Brennan, 
Jr., and again I thank my colleagues. 

Ms. WATERS. I yield to the gen
tleman from Florida [Mr. HASTINGS] to 
enter something into the RECORD. 

Mr. HASTINGS of Florida. I thank 
the gentlewoman, and I ask that at the 
appropriate stage the Mass of Christian 
Burial of Justice Brennan be included 
in the RECORD. 

That said, I would like to thank the 
gentlewoman and all of our colleagues, 
those who are here and those who en
tered their written words into the 
RECORD commemorating this great jus
tice. 

I said earlier that it was important 
that we take at least from the program 
the presidium that was offered, and I 
read it. 

At the beginning of today's funeral 
for Justice Brennan the Ludwig van 
Beethoven tune " Ode to Joy" was sung 
in the entirety of its four refrains. Be-

cause of the lateness of the hour I wish 
to commend to all who are listening 
the final of the refrains. 
Mortals join the mighty chorus, Which the 

morning stars began; 
God's own love is reigning o'er us, Joining 

people hand in hand. 
Ever singing, march we onward, Victors in 

the midst of strife; 
Joyful music leads us sunward, In the tri

umph song of life 

This gentleman sang a mighty tune 
for all of us. 

Ms. WATERS. Mr. Speaker, I would 
like to thank all of the members of the 
Congressional Black Caucus who are 
here this evening· and those who sub
mitted statements for the RECORD. 

I again would like to thank the gen
tleman from Florida, Congressman 
HASTINGS, for his foresight and his vi
sion and helping to get us all here to 
make sure we do what we must do. 

There are those who will look at us 
and say, "So they are there celebrating 
this liberal justice and I guess they 
must all be liberals." And sometimes, 
because again liberals have been de
monized, people do not know what a 
liberal is. They do not look behind the 
label to try and discover the philos
ophy of those of us who come to this 
House and implore our colleagues to do 
the right thing by all human beings. 

We · are a people whose people were 
brought to these shores in slavery. We 
are a people whose ancestors were 
tarred and feathered and hung without 
a court. We were a people whose ances
tors did not have an opportunity to 
offer a defense, no one to speak up. We 
are a people who were not able to ac
cess jobs and opportunities. 

Our history is such that we have to 
have champions, and they came from 
many directions. Of course, everybody 
knows of the great histories of the Af
rican Americans who fought and died. 
Many people do not know the great his
tories of those who were not African 
Americans, such as Justice Brennan, 
who joined us in this struggle for jus
tice, equality and freedom. They do not 
know that he was driven by the idea.ls 
embodied in the Constitution and the 
Declaration of Independence, those 
great documents that helped to drive a 
people to these shores seeking justice 
and freedom from the mother land of 
Great Britain. 

And so when we take to the floor to 
honor him and to praise him, we can
not be anything but liberal in thought, 
liberal in philosophy. It is that kind of 
philosophy and thinking that have got
ten us and our people to this point in 
history. 

We wish it was all over and we did 
not need to have to struggle. We wish 
we did not have to sit here and stand 
here and wish that we could get some 
more Justice Brennans on the Court. 
We wish we did not have to be worried 
about a Canady bill. We wish we did 
not have to be worried about some of 
those who sit on the Supreme Court 

today. But we must, and what must be 
understood, because of who we are, 
from whence we came, because of our 
love for freedom, our love for justice 
and equality, we will not go away. We 
will be fighters and struggling in this 
cause for as long as we breathe. 

If someone else said "You don' t have 
to do this; we 'll pay you not to do this; 
we'll give you all the riches in the 
world if you would just shut up," we 
could not do it if we wanted to. 

Thank you, Justice Brennan, for 
joining with the many who love this 
country, who love those great docu
ments that have held us in good stead. 
We honor you this evening and we do it 
proudly. Thank you for being a liberal. 
MASS OF CHRISTIAN BURIAL- THE HONORABLE 

WILLIAM JOSEPH BRENNAN, JR., APRIL 25, 
1906-JUL Y 24, 1997 

(Tuesday, July 29, 1997, Cathedral of Saint 
Matthew the Apostle, Washington, DC) 

FAITH IN ORDINARY PEOPLE 

"The Dream though old is never old, like 
the Poor Old Woman in Yeats ' play Cathleen 
Ni Hoolihan: 

" 'Did you see an old woman going down 
the path?' asks Bridget. 'No, I did not; ' re
plies Patrick, who had just arrived after the 
old woman left. 'But I saw a young girl ' he 
said, 'and she had the walk of a queen.' "
The Honorable William Joseph Brennan, Jr. 

MINISTERS OF THE LITURGY 

Reverend Milton E. Jordan: Principal Cele
brant. 

Reverend John T. O'Hara: Homilist. 
Reverend Monsignor W. Ronald Jameson: 

Rector of the Cathedral: 
Priests of the Cathedral, Visiting Priests: 

Concelebrants. 
Reverend Mr. Ulysses S. Rice, Reverend 

Mr. Lawrence C. Gordon, Reverend Mr. Bart 
Merella: Deacons. 

Reverend James D. Watkins, Reverend 
Charles V. AntonicEtlli: Masters of Cere
monies. 

Associate Justices of the Supreme Court of 
the United States: Honorary Pallbearers. 

Law Clerks to Justice Brennan: Richard 
Arnold, Owen Fiss, Merrick Garland, John 
Mcinespie, Daniel O'Hern, Daniel Rezneck, 
E. Joshua Rosenkranz, Clyde Szuch, Paul 
Washington: Pallbearers. 

Hugh Brennan, Nancy Brennan: Lectors. 
William Joseph Brennan IV: Reader of the 

Intercessions. 
Mary Anne Gaffney, Constance Phelps: 

Giftbearers. 
Extraordinary Ministers of the Eucharist 

of the Cathedral. 
Seminarians of the Archdiocese of Wash

ington, Altar Servers of the Cathedral: Serv
ers. 

Ushers of the Cathedral: Ministers of Hos
pitality. 

Jay R. Rader, Cathedral Organist, Con
ductor; Jennifer Muller, Cantor; Ann 
Kramschuster, Assistant Organist; Members 
of the Cathedral of Saint Matthew the Apos
tle Chorale: Ministers of Music. 

THE ORDER OF CELEBRATION 

Prelude 
Jesu dulcis memoria (Jesus, the sweet 

thought of you)- Tomas Luis de Victoria. 
0 taste and see.-Ralph Vaughan Williams. 

Entrance Procession 
Joyful, Joyful, We Adore You.-Henry Van 

Dyke; Ludwig van Beethoven; Tune: Ode to 
Joy: 
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Joyful, joyful, we adore you, God of glory, 

Lord of love; 
Hearts unfold like flowers before you, Open

ing to the sun above. 
Melt the clouds of sin and sadness; Drive the 

dark of doubt away; 
Giver of immortal gladness, Fill us with the 

light of day! 
All your works with joy surround you, Earth 

and heav'n reflect your rays, 
Stars and angels sing around you, Center of 

unbroken praise; 
Field and forest, vale and mountain, Flowery 

meadow, flashing sea, 
Chanting bird and flowing fountain, Praising 

you eternally! 
Always giving and forgiving, Ever blessing, 

ever blest, 
Wellspring of the joy of living, Ocean depth 

of happy rest! 
Loving Father, Christ our brother, Let your 

light upon us shine; 
Teach us how to love each other, Lift us to 

the joy divine. 
Mortals join the mighty chorus, Which the 

morning stars began; 
God's own love is reigning o'er us, Joining 

people hand in hand. 
Ever singing, march we onward, Victors in 

the midst of strife; 
Joyful music leads us sunward In the tri

umph song of life. 
INTRODUCTORY RITES 

Greeting and Sprinkling with Holy Water. 
Opening Prayer. 

LITURGY OF THE WORD 

First Reading 
Responsorial Psalm 

General Intercessions 
LITURGY OF THE EUCHARIST 

Preparation of the Altar and the Gifts 
Pref ace Acclamation 

Memorial Acclamation 
Great Amen 

From Mass of Creation by Marty Haugen. 
COMMUNION RITE 

Lord's Prayer 

Sign of Peace 
Breaking of the Bread 

Agnus Dei 
Music During the Communion Procession 

How lovely is thy dwelling place-from 
Requiem by Johannes Brahms. 

Prayer After Communion 
Eulogies 

FINAL COMMENDATION 

Invitation to Prayer 
Song of Farewell: Come to His Aid- Dennis 

C. Smolarski, S.J., Louis Bourgeois; Tune: 
Old Hundredth. 
Come to his aid, o saints of God; 
Come, meet him, angels of the Lord. 
Receive his soul, 0 holy ones; 
Present him now to God, Most High. 
May Christ, who called you, take you home, 
And angels lead you to Abraham. 
Receive his soul, 0 holy ones; 
Present him now to God, Most High. 
Give hime eternal rest, 0 Lord. 
May light unending shine on him. 
Receive him now, 0 holy ones; 
Present him now to God, Most High. 
I know that my Redeemer lives; 
The last day I shall rise again. 
Receive him now, 0 holy ones; 
Present him now to God, Most High. 

Prayer of Commendation 
PROCESSION TO THE PLACE OF COMMITTAL 

In paradisum- from Requiem by Gabriel 
Faure. 
May the Angels lead you into paradise; 
may the martyrs receive you, 
and lead you into the holy city of Jerusalem. 
May the choir of Angels receive you, 
and with Lazarus, who was once poor, 
may you enjoy eternal rest. 

Postlude 
Carillon- Louis Vierne. 
Ms. JACKSON-LEE of Texas. Mr. Speaker, 

I rise this evening to express my deepest re
grets for the loss of a legal giant. Supreme 
Court Justice William J. Brennan, Jr. His life, 
and his legacy of tireless public service, are 
forever encapsulated in the brilliant discourse 
of his many seminal legal opinions. Justice 
Brennan's opinions were penned with the 
keen mind of a social framer, a man dedicated 
to the proposition of crafting a better society 
for all, that would be shaped faithfully by the 
strokes of justice. Brennan was appointed to 
the Supreme Court by President Eisenhower 
in 1956, and with such, Justice Brennan 
began an unprecedented judicial record of un
wavering liberal activism. 

From Baker v. Carr, 369 U.S. 186 (1962), 
the case that forever placed the concept of 
"one man (person), one vote" in the psyche of 
American popular culture. To the unfailing 
standard for all cases testing the tort of defa
mation, New York Times v. Sullivan, 376 U.S. 
254 (1964), Justice Brennan, did not simply 
help to shape the laws that govern our lives, 
but rather he formatively shaped the lives of 
the people affected by the law. New York 
versus Sullivan, at its time, was a hotbed of 
political controversy about a young, African
American minister in the South named Martin 
Luther King, Jr., and how his followers were 
trying to combat social injustice in the press 
through the criticism of prejudiced public offi
cials. Brennan's opinion did not simply protect 
people from frivolous defamatory suits, but it 
helped to protect a delicate social movement, 
driven by the desire to establish the equal 
rights and treatment of all Americans without 
exception. 

Baker versus Carr, a case which contains 
another seminal Brennan opinion, is no dif
ferent in this regard. The case also asserted 
the necessity of individual liberty operating in 
equilibrium with social equality at a critical 
time in our history. These were the kind of de
cisions that could have caused a lesser man 
or woman to shrink before the awesome pos
sibilities and implications that a case like this 
could hold for our Nation and its unresolved 
future. But Brennan, in these times, was our 
solid rock, the indefatigable defender of Amer
ican liberty. It was for these reasons that Law
rence Tribe of the Harvard Law School called 
Brennan, "The Chief architect of the Federal 
judiciary's protection of individual rights." 

Although like Thurgood Marshal, many of us 
remember that his final years on the Court 
were filled with a acerbic dissents, only time 
itself will truly allow us all to appreciate this 
great man and the magnitude of his social 
contribution. But let me be one of the first to 
say, as an African-American, as a woman, as 
an American, thank you, Justice Brennan, 
thank you for all of us. You are one of the few 

that it can be said about, that your life made 
the world, particularly this country, a better 
place to live in. 

Mrs. EDDIE BERNICE JOHNSON of Texas. 
Mr. Speaker, I rise today to ask my colleagues 
to remember and reflect upon the life of a 
great leader. His faithful service to the judicial 
system and to our Nation's citizens benefited 
the lives of those he came in contact with and 
the Americans that were affected by his land
mark decision makings. He played a pivotal 
role in the Brown versus Board of Education 
bringing an enp to the falsely named separate 
but equal political and economic status for Af
rican-Americans. I speak of none other than 
the Honorable Justice William J. Brennan, a 
man who secured his place in the pantheon of 
this Nation's greatest Supreme Court Justices. 

Overcoming the stigma and prejudice that 
came with being born to an immigrant family, 
Justice Brennan began his service to the com
munity as a humble laborer. Through hard 
work and perseverance he became an influen
tial labor leader and the city commissioner of 
public safety. After graduating in 1931 from 
Harvard Law School, he began practicing law 
in Newark, NJ, before being named to the 
State's judiciary system. His excellence and 
commitment to justice placed him on the New 
Jersey Supreme Court, where he faithfully 
served before being nominated to the Su
preme Court by President Eisenhower. 

Those who knew Justice Brennan admired 
him as a man of great principle and an unwav
ering commitment to the welfare of all citizens, 
regardless of race, creed, gender or economic 
status. His legal theories and writings provided 
the foundation for the most progressive as
pects of our present-day legal system. He will 
be remembered as a man whose sole respon
sibility was defending the rights of all individ
uals, including the poor, the disenfranchised 
and the vulnerable. Justice Brennan fought for 
the rights of those individuals who did not 
have a voice in the legal system, and who 
were subject to inequitable treatment in our 
country's courts. 

I am deeply grateful to Justice Brennan for 
his years of hard work and struggle, particu
larly during his latter years on the Supreme 
Court when his voice was one of the few that 
cried out against reactionary judicial activism. 
Justice Brennan's legacy is epitomized by the 
Frederick Douglass quote, "Without struggle 
there is no progress." Thanks to the dedica
tion of Justice Brennan to truth and justice, we 
are making progress in perfecting our system 
of justice and individuals are realizing some
thing that is rightfully theirs-justice. Goodbye 
and God speed, Justice Brennan. 

Mrs. MEEK of Florida. Mr. Speaker, Justice 
Brennan served on the Supreme Court for 34 
years, from 1956 through 1990. By the gen
eral public he is remembered for his concern 
in protecting the rights of individuals who were 
not powerful. I will speak of that in a moment. 
But first I want to speak about him as a per
son. 

I never met the Justice, but I think I would 
have liked him as a person. Let me give you 
one anecdote about him as a person. His of
fice had a manual, and one item in the manual 
concerned the Justice's coffee. It said that 
every morning one clerk should prepare a cup 
of decaffeinated coffee with no milk or sugar 
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and give it to him at 9 a.m. Every ·day he 
would say "wonderful." One day the office cof
fee machine broke, and so the Justice and his 
clerks went to the cafeteria to get morning cof
fee. The Justice poured himself a cup of 
caffeinated coffee and put milk and sugar in it. 
His clerks said they thought he liked his coffee 
decaf black with no sugar. And he replied, 
"no. I always take it this way." He had never 
told anyone in his office for more than 8 years 

·about how he really wanted his coffee. 
His decisions were controversial when he 

wrote them. Now they are accepted as being 
obvious. Look at just two of them. 

In 1962, in Baker versus Carr, he changed 
the political landscape by declaring that Fed
eral courts could review State legislative deci
sions on the boundaries of legislative districts 
so that everyone's vote would get equal 
weight in the legislative process. 

Look at the facts as presented in that case. 
Since 1901 the Tennessee legislature had re
jected every legislative attempt to change the 
boundaries of its own legislative districts. Dur
ing that 60-year period Tennessee's popu
lation had grown and its distribution among 
the counties had shifted. 

In 1946 the Supreme Court had decided, in 
Colegrove versus Green, that Federal courts 
should not enter the "political thicket." So the 
lower Federal court told the Tennessee plain
tiffs that the Federal courts could not help 
them. 

Justice Brennan persuaded six of his col
leagues that the lower Federal court was 
wrong to throw out this particular case. He 
said that the failure to adjust the Tennessee 
political boundaries to reflect the changes in 
population since 1901 violated the equal pro
tection clause of the 14th amendment. 

We know that the rich and powerful have 
their interests amply represented in the legis
lative process. All that the poor have is their 
vote. Letting the legislature set the boundaries 
for its own districts, without anyone looking 
over their shoulder, perpetuated the balance 
of political power from long ago. 

Let me turn now to the second example of 
his concern for those without political power. 
In 1970, in Goldberg versus Kelly, his opinion 
for the Supreme Court held that welfare bene
ficiaries could not lose their benefits without 
first getting both a notice telling them why they 
would lose their benefits and a hearing where 
they could present their side of the conflict. 

This city is full of lawyers and lobbyists who 
make sure that no wealthy person or corpora
tion loses his Federal benefits without first 
being able to present his case-even if that 
takes years of litigation. Justice Brennan 
merely said that poor people should have 
some of the same rights as the wealthy. Yet 
back in 1970 this notion was so new that he 
could only persuade four of his colleagues-a 
bare majority of the Supreme Court. 

In conclusion, Mr. Speaker, these two deci
sions were, when they were made, controver
sial. But now we realize that they improved 
the quality of life for ordinary people, and the 
Nation did not come apart. In fact, the Nation 
is stronger because of Justice Brennan's hav
ing served this country. 

Mrs. CLAYTON. Mr. Speaker, last week, 
this Nation suffered a great loss. 

And because of that loss, those who favor 
freedom and believe in individual rights and 
civil rights will not soon recover. 

However, while we lament the loss of Jus
tice William Brennan, Jr., we also rejoice in his 
life-a life during which he spent more than 
three decades on the United States Supreme 
Court. 

This son of Irish-Catholic immigrants, Jus
tice Brennan worked as a waiter to pay for his 
last year of law school . 

Born of modest means, he refused to ac
cept mediocrity. He had hopes and dreams. 
He had goals. He had vision. He dared to be 
different and determined to make a difference. 

His classmates at a Newark, NJ, public 
school complained that because he took home 
so many of the academic awards, there were 
none left for others. 

His zeal for learning and his zest for excel
lence carried him through college-the Univer
sity of Pennsylvania-and Harvard Law 
School, and those qualities characterized his 
entire legal career. 

But, despite his Ivy League education, he 
never lost touch with the average person. 

To him, every ordinary person was special, 
and every special person was ordinary. 

Perhaps it was because his father once 
worked as a coal heaver in the brewery, or be
cause matters of concern to labor were central 
to his upbringing, but Mr. Justice Brennan had 
a way with words that gave life and meaning 
to the Constitution of the United States. 

It was Brennan who authored the important 
and far-reaching decision in the case of Gold
berg versus Kelly, the welfare reform mandate 
of the 1970's. 

Congress can learn much from that 30-year
old decision. 

In Goldberg, the Court rules that even those 
on welfare were entitled to due process 
rights-even those on welfare had the same 
Constitutional protections as everybody else. 

We could have used Brennan's wisdom and 
insight when we considered welfare reform. 

He also wrote the Court's opinion in John
son versus Transportation Agency, a decision 
that brilliantly outlined the need and value of 
affirmative action. 

But, I remember him most for the case of 
Baker versus Carr. 

In North Carolina, my State, some argued to 
the Court where Brennan spent much of his 
adult life that the very document that gives us 
rights-the United States Constitution-some
how takes those rights away. 

Sometimes, Mr. Speaker, I wonder, what 
the Court would do with the redistricting cases 
if it still had the magnetism, the persuasive
ness, the foresight, the imagination, the ability 
to see beyond what is immediately in front, 
that Mr. Justice Brennan, the author of the 
principle of one person, one vote had. 

I wonder what the state of Federal elections 
would be today if the Supreme Court still had 
among its Justices, the very man who be
lieved and convinced a majority of others, that 
traditional practices must give way to indi
vidual principles. 

Mr. Speaker, Mr. Justice Brennan distin
guished himself as a jurist, making his mark in 
many places, leaving his permanent imprint on 
the sands of time. 

Tirelessly, he was a role model for role 
models, and a champion for all. 

He has left us, but I believe he has gone to 
another place, not to quit, but to fight another 

fight, to · write another opinion, to run another 
race. 

Mr. Justice Brennan, we will miss you, but, 
we know you will not be far away. Your written 
opinions, like the philosophy shared with you 
by your father, will one day inspire another 
Justice of your fabric, pf your intellect, of your 
quality. 

D 2115 

THE BUDGET AGREEMENT AND 
THE SITUATION FOR ORGANIZED 
LABOR AND WORKING FAMILIES 
UNDER THE 105TH CONGRESS 
The SPEAKER pro tempo re (Mr. 

METCALF) . Under the Speaker's an
nounced policy of January 7, 1997, the 
gentleman from New York [Mr. OWENS] 
is recognized for 60 minutes. 

Mr. OWENS. Mr. Speaker, today, 
July 29, is being celebrated as a day 
when a bipartisan compromise reached 
its climax in the 105th Congress. We 
have agreement on a tax bill, an agree
ment on an expenditure bill, and prob
ably before we recess on August 1 we 
will vote on those two agreements, and 
there is a great deal of joy in both the 
majority and minority camp about 
this. I am not certain that I join the 
celebration wholeheartedly. There are 
some great disappointments. But nev
ertheless, it does demonstrate that it is 
possible to achieve a bipartisan con
sensus on some very complex matters. 

We must remember that the majority 
party closed down the Government in 
1995 over the matter of the budget and 
the tax package. The Speaker's state
ment that politics is war without blood 
was on everybody's lips at that time. 
We went to war. 

So we have achieved by negotiation 
instead of political war a great com
promise; and whereas that compromise 
leaves some of us disappointed on some 
things like the school construction, 
which has been left out completely, the 
President's initiative for school con
struction was a measley $5 billion over 
a 5-year period, nothing like the $120 
billion that we need across the country 
to replace infrastructure in schools, 
but it was a beginning. Even that small 
beginning of $5 billion over a 5-year pe
riod was left out, and I am dis
appointed by that. 

I am heartened by the fact that at 
least empowerment zones for inner-city 
communities was left in, is left in. I do 
not know the details at this point. I 
would like to see the details before I 
rejoice too loudly, but that is in. So 
there is reason to applaud a negotiated 
compromise. 

I would like to appeal to the major
ity party to follow suit and let us have 
a negotiated set of processes related to 
the way organized labor is treated. The 
one place where there appears to be no 
hope of negotiation, no hope of civility 
in this 105th Congress is when it comes 
to the attack on organized labor and 
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working families and the means that 
working families have to fight for 
themselves. 

Nothing has changed since the last 
Congress. The 105th Congress is as bad 
as the 104th Congress. I would like to 
make an appeal that we lay down our 
guns and stop the war, and let us come 
to some kind of way of dealing with the 
working families and their needs, as we 
have with the tax package for the rich 
and some other important items that 
have recently been negotiated. 

Mr. Speaker, I sit as the ranking 
member of the Subcommittee on Work
force Protection, so I am on the firing 
line with the hearings and the prepara
tions for more wars and the attack on 
the Department of Labor. I am right 
there where I see that the 105th Con
gress' strategy is the same as the 104th 
Congress when it comes to labor. 

We have seen already a passage of the 
TEAM Act, we have seen already pas
sage in this House of the bill to elimi
nate overtime, cash payment for over
time. There is a change· in the Fair 
Labor Standards Act, a radical change, 
taking away the dollars that working 
people need and offering comp time in
stead, and giving the power certainly 
to the employer to decide whether you 
get paid in comp time or get paid in 
cash. So that was certainly a blow to 
working families. 

Fortunately, that has not passed in 
the other body yet. We hope it will 
never pass, or if it passes, the Presi
dent will veto it. But that is out there. 
It was the first bill that they led off 
with in terms of an attack on working 
people. Of course, since then there has 
been a new threat in terms of a large 
amount of money; $1.4 million was 
voted to investigate labor unions. 

There was some other language used 
to describe what was intended, but out 
of a slush fund that we always objected 
to of $7.5 million, I think, more than $7 
million was set aside in the legislative 
budget to take care of emergencies. It 
turns out that the definition of one 
emergency was an effort to go after 
labor unions and restrict their political 
activities. 

We know what that means because 
we had at least two hearings already, 
which have demonstrated that the ma
jority party wants to place restrictions 
on labor unions that are not placed on 
other organizations in America. No 
other en ti ties are asked to do the kinds 
of things that they are trying to make 
labor unions do. We do not ask corpora
tions to do the kinds of things with re
spect to their political positions that 
we are now demanding that labor 
unions do. 

The thrust of it is that no labor 
union will be able to take a political 
position and use the funds that are at 
their disposal without having the ap
proval of every member of the union. 
Each member would have a chance to 
withdraw his money if he disagrees 

with the position taken by the leader
ship of the union. 

What other organization in America 
operates that way? You have majori
ties, you have votes, you have leader
ship elected, you have positions taken, 
and the minorities in organizations 
have to abide by those positions. So 
why should labor unions be treated any 
differently? 

The thrust of this special fund for in
vestigation of the labor unions will be 
to find ways to penalize them and in
timidate them to backing down on tak
ing a strong political position. That is 
just another battlefield that they will 
not leave in peace is the effort to de
stroy the Davis-Bacon Act and all the 
benefits that the Davis-Bacon Act has 
brought to us. 

Davis-Bacon was attacked in the 
104th Congress. There was a relentless 
war waged against Davis-Bacon. We 
hoped it sort of would not flare up 
again in the 105th Congress. We hoped 
that something had been learned about 
working people and what you have to 
do to support working families. 

Part of what you have to do to sup
port working families is to hold onto 
legislation and protections like the 
ones that are provided in the Davis
Bacon Act. But no, the attacks have 
come again and there is an attempt to 
go after the Department of Labor, the 
way it enforces Davis-Bacon, as an at
tempt to saddle the Department with 
numerous burdens related to the Davis
Bacon Act. 

At the same time they are cutting 
the budget and reducing the number of 
employees. They generate a crisis and 
then they take advantage of the crisis 
generated by having an evaluation of 
the situation, an accounting, an audit, 
finding things wrong, and then blaming 
the system and the act itself as the 
generator of the things that have gone 
wrong. 

We have a case in Oklahoma being 
blown out of proportion. Very few 
fraud cases have ever been found dur
ing the history of Davis-Bacon, but 
now we have a case that is being taken 
as a cause celebre and blown up out of 
proportion to make it appear that all 
of Davis-Bacon is corrupted. That is 
not true at all. 

Davis-Bacon was enacted in 1931. It is 
a simple act requiring that contractors 
on federally funded construction 
projects pay their workers no less than 
the wage rates that prevail in the local 
area on the same type of construction. 
The act does not require contractors to 
employ the local work force, and it 
does not require that the work force be 
paid in accordance with local labor 
standards. It does what it says. It re
quires that they be paid at wage rates 
which are in keeping with the wage 
rates that are paid at the local level. 

Davis and Bacon were two legislators 
who were both Republicans. They were 
Republicans seeking to do what all of 

us claim we think is important, is a 
priority. That is, protecting our work
ing families. Davis-Bacon developed 
the legislation because they saw work
ers moving about from one part of the 
country to the other, following big 
Federal contracts and employing labor 
gangs to maximize the profits of the 
contractors on these big Federal jobs, 
and they threw out of kilter the wage 
structure at the local level when they 
did that. They drove down the wage 
structure of the local level. They 
threatened workers and families. They 
threatened the stability of certain 
communities. 

So these middle-class legislators, Re
publicans, developed a sensible law to 
stop the exploitation of the big Govern
ment contract by greedy contractors. 
The same goal that was realized in 1931 
is the goal that Davis-Bacon still real
izes when it is applied in 1997. Repeal
ing Davis-Bacon would result in lower 
wages for half a million Americans. 
The attempt now is to repeal Davis
Bacon. 

One of the reasons that the school 
construction initiative had a problem 
here in the House of Representatives 
was that certain people attacked the 
school construction initiative through 
their attacks on Davis-Bacon. They 
charged that any new school construc
tion would be out of proportion, would 
be higher costs than necessary because 
if it was federally assisted, they would 
have to use the Davis-Bacon Act to 
cover the workers, and that will drive 
up the costs. 

We have studies that show that that 
is not the case at all. There is no proof 
that the cost of building schools goes 
up as a result of paying prevailing 
wages under Davis-Bacon. In fact, 
there is some evidence that shows, 
some studies, that show that the cost 
is less when you use Davis-Bacon pre
vailing wage workers. You get a dif
ferent quality of workers, you get a dif
ferent productivity, you get a different 
efficiency, and as a result, the cost ac
tually sometimes goes down. 

Nevertheless, there are those who 
said, we want to repeal Davis-Bacon, 
and they make it appear that construc
tion workers who are covered by Davis
Bacon are earning large sums of 
money, out of proportion to their 
worth. The truth of the matter is that 
construction workers who have some of 
the most difficult jobs in terms of just 
hard labor, in terms of danger, they are 
the ones who have benefited most from 
the establishment of OSHA, the Occu
pational Safety and Health Adminis
tration. 

The safety factors have changed radi
cally as a result of Federal interven
tion in the workplace to establish cer
tain safety standards, so construction 
workers are much safer today than 
they were before, but it is still a risky 
job. Construction workers, they work 
on risky jobs, they work on dirty jobs, 



.1• :.,- .... :;.r.;-, I .. - ·~,I 

16230 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
they work on jobs that have not bene
fited a great deal from automation. 

On a hot day when they have to go 
out and work in the construction in
dustry, there is no way you can press a 
button and have a computer take the 
place of a human being in that hot sun. 
There is no way you can press a button 
and have a computer take the place of 
a worker that is called upon to make a 
difficult haul into some tight quarters 
and deliver some kind of heavy load. 
There are all kinds of situations in the 
construction industry that probably 
never will be automated. 

Nevertheless, despite the fact that 
the danger still persists, the wages 
have gone down. The stagnation of 
American wages at the lower levels, 
workers have experienced stagnation, 
and it has impacted on construction 
workers a great deal. So they do not 
earn any more money than they did 10 
or 20 years ago. Relatively speaking, 
they have lost. 

They will lose even more if we repeal 
the Davis-Bacon Act. It is estimated 
that more than one-half million con
struction workers in the United States 
have received prevailing wages under 
the Davis-Bacon Act. Because the Fed
eral Government must put primary em
phasis in awarding contracts on the 
lowest bid, market forces would put 
contractors to lower wages in order to 
try to make the lowest bid, driving 
wages down, if you did not have the 
Davis-Bacon regulations. 

A study by the University of Utah in
dicates that repeal of the Davis-Bacon 
Act would lower the wages of construc
tion workers, which in constant 1982 
dollars have been on a downward trend 
anyhow since 1972. They would be low
ered by 5 percent if we repeal the 
Davis-Bacon Act. All construction 
workers would go down. For construc
tion workers who have annual average 
earnings of $27,500, this could result in 
the loss of nearly $1 ,400 in income an
nually. 
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Construction workers have an annual 

average earning of $27,500. This means 
that when we lump the bricklayers, 
plasterers and the sheet metal workers 
and all of them together, that is what 
they come out with, an average of 
$27,500 annual earning, which is very 
low considering the kind of work they 
are called upon to do. It is quite low. 
They have not moved and kept up with 
the inflation rate as it is. And if we 
have a further impact on those wages, 
they would go down even further. 

Davis-Bacon has brought some sta
bility but it has not really been a fac
tor which has led to some kind of in
crease in the wage rates of the work
ers. At least the stability is there, to 
some degree, and they have not been 
eroded further. 

There are those who say Davis-Bacon 
is a discriminatory act which certainly 

has hurt minorities a great deal. This 
is a widespread belief among the mi
nority community, that Davis-Bacon 
has some impact on the problem that 
minorities have had in the construc
tion industry. 

Minorities have had pro bl ems in the 
construction industry, that is true, for 
various reasons that should be dealt 
with one by one. There is a long his
tory of a fight to get justice in various 
construction unions, and that is one 
fight. Davis-Bacon really did not con
tribute to that very much. 

Davis-Bacon was designed to stop 
traveling labor gangs who would under
bid the local workers. Many of those 
traveling labor gangs were not minori
ties. The notion they would bring in 
minorities is not true at all, because 
bricklayers and steam fitters and a 
number of other crafts and trades were 
not even allowed to practice in the 
South. A black could not become an 
electrician, so black electricians could 
not go north and underbid white elec
tricians. 

It was not a black-white situation 
that was corrected or held in check by 
Davis-Bacon. It was a situation where 
underbidding was taking place without 
regard to race. So Davis-Bacon did not 
exacerbate or contribute at all to dis
crimination in the construction indus
try. 

What it has done over the years has 
been a positive benefit , often a positive 
benefit to minorities. The intent of the 
Davis-Bacon Act was to protect work
ers and employees by giving local labor 
and local contractors a fair oppor
tunity to obtain Federal construction 
projects. Davis-Bacon benefits minor
ity workers by seeking to ensure that 
all employees, regardless of race, shall 
be paid at least the locally prevailing 
wage. 

According to former Secretary of 
Labor Ray Marshall, the workers most 
often victimized by unscrupulous con
tractors are minority workers. Davis
Bacon is an integral part of ensuring a 
decent life for the hard working men 
and women in the construction indus
try. 

I do agree that minorities are the 
ones who are victimized the most by 
unscrupulous contractors, and the 
most unscrupulous contractors are 
those who are fighting to get rid of 
Davis-Bacon. They are also fighting to 
get rid of unions at the same time. 

Davis-Bacon also lessens the exploi
tation of unskilled and semiskilled 
labor, of which 35 percent are women 
and minorities. It ensures if these 
workers are paid less than the pre
vailing wage, they must be enrolled in 
an apprenticeship or training program 
that will help them develop their skills 
and increase their marketability. 

According to former Secretary of 
Labor John T. Dunlop, formal training 
programs are essential to recruit and 
train minorities for the construction 

industry. If Davis-Bacon were repealed, 
contractors would have less incentives 
to enroll workers in training programs. 

I cannot stress that too much. I know 
of numerous situations where unions 
that were closed 10 years ago to mi
norities in New York City have been 
open for ·some time through their ap
prenticeship programs and now they 
actively recruit minorities. In fact , I 
think there is a bit of a boom on right 
now and they cannot find enough ap
prentices. 

If Davis-Bacon were repealed, con
tractors would have less incentives to 
enroll workers in training programs. In 
fact, there are other studies that show 
the contractors that do not want 
Davis-Bacon, who really would like to 
have a free-for-all, the contractors who 
are most anti-union are the ones who 
have phony apprenticeship programs. 
They either have no apprenticeship 
programs or they deliberately enroll 
people as apprentices and do not bother 
to provide any training. When they do 
not provide training, the apprentices 
drop out and they just hire more people 
and exploit them also. 

The enactment of some 60 related 
statutes since the passage of the Davis
Bacon Act of 1931 provides strong evi
dence that Congresses and Presidents 
of both parties believe that the Davis
Bacon Act provides beneficial and non
discriminatory protections. 

Historically, as I said before, this was 
a Republican initiative, has been sup
ported by Democratic Congresses, 
Democratic Presidents, and we would 
like to get back to having the majority 
party understand that in their war 
against labor, maybe they should cease 
the whole war, but certainly there are 
certain battles that should not be 
fought, and the battle ·against Davis
Bacon is one of those battles that 
ought to cease immediately. 

Available data simply refutes the ar
gument that Davis-Bacon operates in a 
manner that discriminates against mi
norities and women. In fact , there is no 
difference in the employment of mi
norities and women by Federal con
struction contractors and contractors 
which do not do Federal work. Davis
Bacon does not have any impact on the 
number or the percentage of minorities 
employed by contractors. 

By the way, Davis-Bacon has been 
endorsed by various civil rights organi
zations, including the NAACP. 

Now, Davis-Bacon also represents 
something that the majority party re
peatedly claims they want to see hap
pen. They argue in the TEAM Act, the 
TEAM Act, in my opinion, is an at
tempt to establish company unions , 
but in the opinion of the majority Re
publicans the TEAM Act is an attempt 
to get better labor relations between 
management and labor. 

They argue for that in the case of 
OSHA. Instead of OSHA being an en
forcement agency which hands down 
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decisions about safety on the work
place, they want the relationship be
tween employers and their employees 
to be paramount in deciding what is 
safe and what is not safe, how it is re
ported, what is enforced. They want a 
partnership with OSHA in working out 
these kinds of agreements. 

And it all seems quite reasonable, 
and it has some merit, but when it 
comes to recognizing that Davis-Bacon 
has achieved a harmony between work
ers and contractors, and we have a sit
uation now where here is a Federal pro
gram which is supported by both con
tractors and the workers, it is sup
ported by both contractors and the 
unions. One intent of the Davis-Bacon 
was to ensure that local contractors 
have a chance to obtain Federal con
struction work. 

So contractors understand that they 
are put in a better position. This is 
contractors wlio really want to do the 
right thing; contractors who care 
about workers, contractors who care 
about their local neighborhoods and 
their local communities, contractors 
who want to establish stability, con
tractors who want to do quality work 
and who want to make certain that 
their reputations are not ruined by 
slipshod work or maybe dangerous 
kinds of construction. These kinds of 
contractors have a chance as a result 
of Davis-Bacon regulations. 

If Davis-Bacon did not exist, many 
local contractors would not be able to 
compete with outside contractors who 
use less costly labor from outside of 
the community, and they are able to 
underbid them. They did come in and 
do often shoddy work or less credible 
work, but that is only known after
ward. 

In my community there is a parkway 
which runs down almost the center of 
my district, and Eastern Parkway, in 
the renovation and the rebuilding of 
Eastern Parkway we had the streets 
dug up at least three times. One con
tractor did such shoddy work, he had 
to go back and redo it. And in the proc
ess of trying to redo it, he went bank
rupt and we had to get a third con
tractor to come in and actually com
plete the job. It went on and on for 
three times as long as it should have 
gone on because of the fact that we had 
this contractor coming in who did not 
know what he was doing. This was a 
situation which was compounded by 
the fact that the contractor and his 
workers were not qualified. 

If Davis-Bacon did not exist, many 
local contractors would not be able to 
compete. And in certain kinds of situa
tions, this would be happening all the 
time. 

At congressional hearings on the 
Davis-Bacon Act, we have had in the 
past year many contractors who ex
pressed support for Davis-Bacon. They 
say that Davis-Bacon leads to high pro
ductivity. For example, one contractor 

stated that he found that the Davis
Bacon Act, 

By eliminating wages as a competitive fac
tor, creates a level playing field in which to 
compete for government contracts that pro
vides an opportunity for companies like 
mine to compete with large and small con
tractors on the basis of our management 
ability and high productivity. 

I think that I have established the 
fact last year in discussions that we 
have a positive union worker-manage
ment relationship fighting to keep a 
program that provides better construc
tion for us in America. It really is 
something to consider. 

I think we also better consider the 
fact that the quality of the labor force 
has been hard hit by this drop in con
struction wages relative to other wages 
that have gone up. We may have a cri
sis created soon if we do not have 
Davis-Bacon contractors who are stabi
lizing the situation, mainly by their re
lationship to their apprentices and 
training programs, and are serious 
about developing people who can take 
the places of the journeymen and being 
able to continue high quality work. 

The Davis-Bacon Act does not auto
matically increase the cost of con
struction for the Federal Government. 
This is a myth that goes on and on. 
And as I said before, studies have 
shown this has not happened. Lowering 
wages does not necessarily lead to 
lower costs. 

The people who underbid the Davis
Bacon contractors are the contractors 
who do not mind Davis-Bacon and who 
are in many cases using union labor. 
They come in and they are able to em
ploy people at lower wages, but they 
end up having to employ more people 
or they end up having to redo the work 
that they did and they end up creating 
situations which are more costly. 

Equating wage reductions with dol
lar-for-dollar savings is inaccurate be
cause it fails to take into account 
other factors that may affect cost, 
such as the relationship between pro
ductivity and wages. This is a crude 
methodology at best. The Congres
sional Budget Office states that higher 
wage rates do not necessarily increase 
cost. If these differences in wages were 
offset by hiring more skilled and pro
ductive . workers, no additional con
struction costs would result. 

So the people who fight Davis-Bacon, 
the contractors who are well organized 
in trying to at this point get a repeal 
of Davis-Bacon, are people who use the 
crudest kind of cost savings, employing 
low-cost workers, but they end up hav
ing to pay more anyhow in other ways; 
redoing the work or hiring more work
ers, et cetera. 

Davis-Bacon does not require pay
ment of union wage rates. One charge 
that the majority party is making, one 
charge that we have to deal with on 
the Subcommittee on Workforce Pro
tections repeatedly is that Davis-Bacon 

contractors and the unions are in ca
hoots with the Labor Department, and 
this all is designed to keep up high 
wage rates as a part of a union con
spiracy. 

Davis-Bacon wage determinations 
apply to over 3,000 U.S. counties and 
they apply to four types of construc
tion: building, heavy, highway, and res
idential. And of the 12,500 wage sched
ules issued by the Department of 
Labor, only 29 percent require Federal 
contractors to pay collectively bar
gained rates across the board; 48 per
cent of the wage schedules establish 
minimum rates that are all nonunion, 
and some are a mix of union and non
union rates that make up the remain
ing 23 percent. 

Perception that the Davis-Bacon rate 
is usually the union rate is a carryover 
from the days more than a decade ago 
when the prevailing rate was set based 
on the rate paid to 30 percent of the 
workers of a classification. Since 1983, 
however, union rates are found pre
vailing only when the rate is paid to 50 
percent of the workers in a particular 
classification. 

These are myths that are delib
erately continued. I am repeating my
self from last year because in a new 
Congress they continue to try to push 
these myths forward. 

The myth that the Davis-Bacon Act 
requires that all contractors must pay 
union wages even when the average 
wage in an area is below the union rate 
is a myth that is deliberately kept 
going and they know it is false. 
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Of the 12,500 prevailing wage sched

ules issued, only 40 percent of the wage 
schedules are non-union .. Mixed sched
ules are 23 percent, as I said before. 
There is also another myth, that the 
Davis-Bacon Act is inflationary, it 
adds billions of dollars to the Federal 
budget. The payment of prevailing 
wages .does not inflate costs. It does 
prevent costs from being cut at the ex
pense of the employees' wages. 

The director of the Congressional 
Budget Office, as I said before, has 
stated that higher wages do not nec
essarily mean higher costs. A 1992 
study commissioned by the Inter- · 
national Union of Operating Engineers 
compared the average cost per mile of 
highway and bridg·e construction in 
five high-wage States to five low-wage 
States and found that the construction 
costs per mile were actually lower in 
the high-wage States. This is a 1992 
study. 

There is another study that was done 
in 1994 in New Mexico which talked 
about the charge that school construc
tion costs are driven up by Davis
Bacon, and I am going to discuss that 
study in a minute. It shows the same 
thing that the highway studies showed, 
that it does not drive up the cost. The 
school construction study actually 
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shows that the cost under Davis-Bacon 
was lower in many cases, and they give 
square footage costs that are pretty 
dramatic. 

The Davis-Bacon Act is poorly ad
ministered and the wage determina
tions are woefully out of date. That is 
the latest and strongest charge that 
the Department of Labor is kind of 
under siege to change its method of 
doing its studies, and probably there is 
room for a lot of improvement. The 
bigg·est improvement would come if we 
had more funds devoted to the wage 
and hour administration and they can 
hire more staff. 

The same majority party that is at
tacking the Department of Labor, driv
ing down its budget wants more and 
more improvements in the way they do 
carry out all of their functions. But in 
this particular function in particular, 
certainly they do better if they had 
better staff. There are some attempts 
underway to reengineer the way they 
do the studies. At the same time, there 
is consideration that the Bureau of 
Labor Statistics may take a greater 
role in this. 

All of that is positive. Why not let it 
take place without having it take place 
under the pressure of the war against 
Davis-Bacon? Let us negotiate. Let us 
have a truce. Let us have a period of a 
couple of years to work out these mat
ters and not use a battering ram to try 
to force the repeal of Davis-Bacon by 
highlighting every little detail that 
has gone wrong in the administration 
of it. 

The wage and hour administration 
made a number of improvements in the 
administration of the Davis-Bacon Act 
over the last few years, including mak
ing wage determinations available on 
line through Federal World, a comput
erization of ·the wage determination 
updating system, and improved train
ing and outreach efforts of wage and 
hour would like to be able to conduct 
more surveys. However, the resources 
are limited. Thus, the survey program 
is carefully planned to target those 
areas where the most Federal construc
tion is planned and where there is evi
dence that wage patterns have 
changed. 

They have to pick and choose care
fully because they have limited re
sources. One way to deal with this 
problem is if you are really concerned 
about updating and making more effec
tive and efficient the wage and hour 
approach to setting the Davis-Bacon 
wage levels, then you should provide 
more ·funding for this activity in the 
Department of Labor. 

To the extent that wage rates are out 
of date , that usually results in wage 
rates that are too low rather than too 
high. We are moving on all the time in 
determination of the cost of living. 
When we do not do these studies that 
set the wage rates on a regular basis, 
then what we are doing is hurting the 

workers and not driving up the cost of 
production. We might be helping the 
profits of the contractors. Wage and 
hour explore new ways to reinvent the 
process to make it work even better. 

The purpose for the Davis-Bacon Act 
is as great today as when the act was 
first passed. The competition for work
ing in the construction industry re
mains intense. The aftermath of the 
Los Angeles earthquake, for example, 
construction workers and contractors 
from outside the area sought to bid for 
the extensive work by offering lower 
rates. Unlike private industry, the Fed
eral Government and most Federal as
sisted entities must place primary em
phasis in awarding construction con
tracts to the lower bidder. And it is dif
ficult, if not impossible, for an agency 
to award to the contract slightly high
er because the contractor does better 
work. The Davis-Bacon Act encourages 
contractors to compete based on effi
ciency and equality rather than the 
one who pays the lowest wages. 

As I said before, if you link all of this 
attack on Davis-Bacon and the attack 
on labor unions to some of the develop
ments that are taking place here in the 
Congress today, then I think that one 
of the best linkages would be the fail
ure of the school construction initia
tive that the President puts forth to 
pass a mere $5 billion over 5 years did 
not make it in this present package. 
And one of the reasons was that there 
was a great attack on the school con
struction initiative because of certain 
powerful groups charging that Davis
Bacon regulations would drive up the 
costs of school construction. 

A study done completed in 1994 by 
Professor Peter Phillips of the Univer
sity of Utah Economics Department 
shows that it is not only not true, just 
the opposite may be true. This study 
compares public square foot construc
tion costs in five southwestern inter
mountain States that have State pre
vailing wage laws with four other 
States in the same region that do not 
have State prevailing wage laws. 

For example, the five have-law 
States that do have prevailing wage 
laws are New Mexico, Texas, Okla
homa, Wyoming, and Nevada. At the 
time of this study, Oklahoma still had 
a prevailing wage law at the State 
level. The four no-law States, these are 
States that do not have State pre
vailing wage laws, obviously, I guess 
you know that if it is a federally as
sisted project, then it would have to 
have the Davis-Bacon Act, the Federal 
prevailing wage laws applies. But many 
States have their own laws; and Ari
zona, Utah, Idaho, and Colorado are 
States that at that time did not have 
such laws. 

These States, often used by New Mex
ico, which is one of the have-law States 
in making other kinds of comparisons 
in their education system. For exam
ple, teachers' salaries are compared 

with these States. So they decided to 
compare the physical facility cost. 

During the time period of the study, 
which ended in 1994, they found that el
ementary schools cost $6 per square 
foot less in the five States that had 
prevailing wage laws, the elementary 
school construction was $6 per square 
foot less. Middle school construction 
cost was $11 per square foot less in the 
States with prevailing wag·e laws. And 
high school costs were also $11 per 
square foot in the States with pre
vailing wage laws. Warehouse costs, 
they noted, I suppose in connection 
with schools they need to have 
warehousing for equipment, et cetera, 
warehouses $35 per square foot less in 
the States with prevailing wage laws. 
This is a summary of what the study 
found. It is a very thorough study 
which talks about various aspects of 
the Davis-Bacon law as it was applied 
in these situations. And I think it is 
important to note, because those of us 
who feel that the school construction 
initiative was important are not going 
to give up. We have to come back and 
wage the war to get these school con
struction. initiatives back into the Fed
eral budget. 

Now, of course, the Federal budget 
should not take care of the building of 
schools at all levels. The Federal Gov
ernment should not foot the total cost, · 
and nobody has said that at all . States 
and localities will have to pay the bulk 
of the school construction costs. 

Right now there is consideration in 
the New York State Legislature of a 
bond issue, it probably is going to be 
on the ballot in November, to build 
schools. It has popularity throughout 
the entire State, both the big cities 
and the rural areas, and upstate, 
downstate, throughout New York State 
there is a feeling that we have got to 
have some help in constructing some 
new schools, repairing some other 
schools. The process cannot go forward 
unless we have a new infusion of 
money. I think $1.5 million is the 
amount that is going to be on the bal
lot in New York State. 

Across the country, other States will 
have to take initiatives. Localities will 
have to take initiatives. But there is 
need to have help from the Federal 
Government, also. The initiative pro
posed by the President of $5 billion 
over 5 years was a small one but it was 
a stimulant and it would encourage. 
Because the way that was going to op
erate, part of it required that you have 
matching funds at the local and State 
level. 

There was some hope that part of it 
would be an outright grant that big 
cities like New York, Philadelphia, big 
inner-city communities with horren
dous problems in their facilities would 
be able to get some outright grants. 
However it is fashioned, the Federal 
initiative is still needed. And it is a 
great tragedy that part of the reason 
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that an initiative was left out of the 
budget and has gone down temporarily 
is the fact that charges were levied at 
it, that it would be very costly to have 
schools constructed with Federal 
money involved because Davis-Bacon 
prevailing wage regulations would 
apply. 

That is not true. It would not drive 
up the cost of school construction 
automatically. In fact, one of the few 
studies, thorough studies on record 
demonstrate that that is not the case. 
This is the study that I am reading 
from by Professor Peter Phillips of the 
University of Utah. And I quote from a 
section of Professor Phillip's work 
where he quotes another professor's 
summary of a study done at North 
Carolina State University by another 
professor, Steven G. Allen, who is pub
lished in the Quarterly Journal of Eco
nomics, an article entitled Unionized 
Construction Workers Are More Pro
ductive. 

In this study, Mr. Allen is quoted as 
follows: "Apprenticeship training in 
hiring halls probably raise union pro
ductivity compared to non-union work
ers, while jurisdictional dispute and re
stricted work rules lower that same 
productivity. Using broad method
ology, and union productivity meas
ured by value added employee is 44 to 
53 percent higher than non-union." 

Let me repeat that. "Union produc
tivity measured by value added em
ployee is 44 to 53 percent higher than 
non-union." The estimate declines to 
17 to 22 percent when estimates of 
inter-area construction price dif
ferences are used to deflate the value 
added. 

Basically, there is an increase in the 
value of the productivity of the union 
workers over the non-union workers. In 
other words, prior to adjusting for dif
ferences in regional cost of living and 
differences in regional construction 
material cost, union construction labor 
in the 1970's, which was the period of 
the Allen study, was roughly 50 percent 
more productive than non-union labor. 

The wage rates and the material 
costs of the BLS in regional cost study 
were not altered to factor in the effect 
of differences in regional cost of living. 
Thus the, BLS study is quite consistent 
with Allen 's work and their conclu
sions are similar. Wage rate differences 
are 50 percent across regions with dif
ferences in productivity and cost of liv
ing may not alter labor costs as a per
cent of total cost. Within a region such 
as New Mexico, for example, or inter
mountain west, where the cost of living 
and the material cost of construction 
are similar, 20 percent differences in 
wage rates and construction can be off
set by differences in productivity be
tween union and non union labor. 
Union contractors have greater econo
mies of scale. This gives them a cost 
advantage in large commercial office 
buildings. But in school and hospital 

construction, non union contractors 
have lower cost at all output levels. 
Despite the cost differences, profits of 
non-union contractors and school and 
hospital construction are no higher 
than those for union contractors be
cause the burden of higher contractor 
costs have shifted. 

There are some other quotes in here 
about training. In the study done by 
Professor Phillips. He says that be
cause of the non-union employer 
prices, new hands, and discounted 
wages that shield the employer from 
investing in human capital of new 
workers, the employer does not screen 
new workers extensively to forestall 
subsequent turnover. 
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"Failure to preselect new workers for 

aptitudes and attitudes consistent with 
a long-term attachment to construc
tion work adds to the turnover among 
nonunion construction apprentices. In 
contrast, the joint apprenticeship 
boards of unions and union contractors 
do considerable preselection for both 
aptitude and attitude before letting a 
candidate into an apprenticeship pro
gram. This is because both the union 
contractors and the unions will invest 
in the union apprentices' training. Not 
wanting to lose their up-front invest
ment, they seek to eliminate exit once 
the apprenticeship is begun. 

" In the nonunion sector, workers 
may also leave apprenticeships if it be
comes apparent that the employer of
fering training at a discounted wage is 
not delivering on the training that he 
promised to provide. Because employ
ers are able to discount wages of ap
prentices below their current worth to 
the employer, it is tempting to engage 
in bait-and-switch tactics whereby 
training is promised but not delivered. 
Unscrupulous nonunion employers and 
contractors regularly do a bait-and
swi tch tactic by promising training 
and not delivering it. By saving on 
training costs, the employer can earn 
an additional profit from employing 
green hands at discounted wages. In 
the union sector, because employers 
and union journeymen invest in the 
training of apprentices, bait-and
switch tactics are less attractive. Be
cause the apprentices' wage is not dis
counted as much below what they can 
earn elsewhere, the apprentices are not 
tempted to leave. Thus, economic the
ory predicts the observed pattern 
whereby the nonunion sector must 
begin training five apprentices to grad
uate one journeyman while the ratio in 
the union sector is close to one to one. 
Their investment can be as low as one 
to one. 

" In basic terms, nonunion contrac
tors have difficulty training because, 
one, the relationship between the con
tractor and the construction worker is 
often brief. This leads to a free-rider 
problem. Why should I train you when 

you are likely to go down the road and 
work for my competitor? I would just 
be helping him out and not myself. 
And, two, without an apprenticeship 
coordinator, there is no one policing 
the training to insure that on-the-job 
training takes place and is of decent 
quality." Thus, some contractors are 
tempted into what I said before was 
bait-and-switch, where they swindle 
apprentices out of their labor. 

Let me just conclude my quotes from 
this study with this last statement on 
plausible savings on total construction 
costs. I am reading from a study that 
relates to Square Foot Construction 
Costs for Newly-Constructed State and 
Local Schools. I am reading from this 
because of the fact that the charge has 
been made that Davis-Bacon will in
flate school construction costs and 
that charge was made so effectively 
until it helped to defeat in the negotia
tion the President's initiative on 
school construction funding. That ini
tiative would have provided $5 billion 
over a 5-year period. Let me just quote 
from the study on plausible savings on 
net total construction cost. 

"A plausible scenario is to assume 
that generally on public works 
projects, total compensation as a per
cent of net total construction costs 
range somewhere between 20 and 30 
percent. That is total compensation, 
wages, no higher than 30 percent. If you 
repeal the prevajling wage laws, you 
would probably drive wage rates down 
by around 10 percent. On the face of it, 
this would result in a 2 to 3 percent 
total cost savings on a public works 
construction. However, as total com
pensation declines, the crew mix is 
likely to shift to a less skilled labor 
force. Now it takes more workers to 
complete the same job. Indeed, some 
proponents of prevailing wage law re
peals make that argument explicitly." 

Some people say that it is better to 
have more construction employment 
by not having prevailing wages. But 
that backfires in terms of the quality 
of the work. 

" Because crew size will rise as wage 
rates fall, net total cost savings will 
not fall as the wage rates fall." The im
portant point they are making here is 
that "the true potential cost savings 
will be much smaller than the fall in 
the wage rates, and it may be neg
ligible. The only way to know is to 
measure in practice comparative con
struction costs under legal environ
ments with and without prevailing 
wage laws, controlling for other factors 
such as building type and regional dif
ferences in cost-of-living." 

But the basic statement here is that 
it is not true. Wages are only between 
20 to 30 percent of cost of construction 
of schools. Period. If you attempt to 
lower those costs by eliminating Davis
Bacon, all you do is lower the wage 
rate for the workers without really 
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lowering the costs any more than 3 per
cent, if at all. What you do is run the 
risk of shoddy construction. 

I would not want my children to go 
to a school that was built by a greedy 
contractor using nonunion labor, cut
ting corners, and not only having to 
use more workers but using workers 
who are basically careless and do not 
particularly care about what they are 
doing. I think that the danger of things 
happening with that building, that 
school building, are far greater, of dan
gerous kinds of accidents happening, 
faulty connections with the wiring, the 
water system being poorly connected. 
There have been cases where we have 
had the system in the bathroom con
nected to the drinking water; all kinds 
of mishaps have happened because of 
unscrupulous practices of contractors 
trying to save money by using the low
est paid labor. 

What I am saying is that the war 
against organized labor, the battle 
against Davis-Bacon certainly should 
be waged without destroying the school 
construction initiative. I think we 
should cease the war, we should have a 
truce. Just as we have come to some 
kind of bipartisan agreement on taxes 
and on the budget, let us come to an 
agreement that working families are 
not going to be put under the gun by 
the majority Republicans. Working 
families are not going to have to face 
situations where already stagnant 
wages in the construction industry are 
going to be pushed down further by the 
assault on Davis-Bacon. Working fami
lies should not have to face the assault 
on OSHA where the safety in the work
place, including construction workers, 
is lessened because of the assault on 
the Government agency responsible for 
enforcing safety regulations. 

There was a study done , released a 
few days ago by a totally objective, 
highly credible body, the American 
Medical Association, which shows that 
70,000 people were killed or injured in 
the workplace last year. Seventy thou
sand people were killed or injured in 
the workplace. Those figures are very 
close to the figures that are offered by 
the Department of Labor. The figures 
offered by the Department of Labor 
through OSHA are disputed. The ma
jority Republicans on the Sub
committee on Workforce Protections 
insist that these figures are not valid, 
and they want to discount them. Here 
we have somebody totally out of the 
loop. I do not think the Department of 
Labor is biased toward unions or biased 
toward anybody. They are Government 
civil servants who do a good job and 
their figures are always accepted as 
being as close to the truth as you can 
get. However, here is another body, the 
American Medical Association, that 
has come up with a set of figures which 
is even greater. I think the Department 
of Labor statistics were still in the 
65,000, 68,000 range. Here the American 

Medical Association has published fig
ures which show 70,000. Their figure is 
about $110 billion was lost in the work
place as a result of safety problems and 
health problems. This is the American 
Medical Association, not the Depart
ment of Labor, not the AFL- CIO, they 
have their own figures; but the Amer
ican Medical Association. 

Let us stop the war on OSHA. There 
are good reasons to stop the war on 
OSHA. Let us stop the war on Davis
Bacon, stop the war on OSHA, stop the 
war against workers' overtime. Let us 
have a truce and let workers be paid in 
cash, those that want to be paid in 
cash, and if you want to go for upper 
middle income or the upper income, 
and they want time off, we can arrange 
to give them time off without jeopard
izing the overtime payment in cash for 
people who are lower down. 

We can stop the war on labor by not 
going forward with this $1.4 million 
slush fund that has been set up to in
vestigate labor unions. Let us stop the 
war on labor in terms of trying to drive 
them into a situation where they have 
to go to their membership and get ap
proval from every single member be
fore they can take a political position. 
The political positions do relate to the 
welfare of the workers, If they are in a 
union and they vote to elect officers 
and the majority rules and whatever 
the majority decides to do , then that 
majority ought to be supported; or at 
least you cannot have a revolution of a 
minority of a few people dictating what 
positions that the majority takes. We 
do not do that in corporations, we do 
not do that with any other organiza
tion in our society; churches. Nobody 
is required to have total unanimity on 
positions before they can take a posi
tion, political or otherwise. 

We should stop the war on Davis
Bacon by blowing up out of proportion 
a few incidents that relate to fraud and 
abuse. We have an Oklahoma case as I 
mentioned before , a single incident in 
Oklahoma is being used as an ongoing 
investigation to condemn an entire 
system based on an investigation in
volving only three possible fraudulent 
wage submittals. These allegations of 
widespread fraud have no single shred 
of proof. They have not been able to 
document any widespread fraud. 

It is important to note that since the 
inception of Davis-Bacon, approxi
mately six cases of fraud have been al
leged and brought to the attention of 
the Department of Labor. During the 
last 33 years, prior to the new Okla
homa allegations, not one fraud-related 
survey case was brought to the Depart
ment of Labor for investigation. Since 
1992 only one formal request for recon
sideration of a wage decision has been 
received by the Department of Labor. 

A recent GAO investigation showed 
that there have been many mistakes 
made in the surveys done by the De
partment of Labor but none of them 

were done intentionally. They have no 
evidence of fraud. By the way, many of 
the mistakes were made by employers 
who ·had payrolls and payroll sheets in 
front of them and they were supposed 
to get data from those sheets, and they 
made mistakes in submitting that 
data, not the unions and the workers as 
has been alleged. 

Let me conclude by saying that it is 
unfortunate that the war against 
Davis-Bacon and the war against work
ing families resulted in a casualty in 
the budget, the School Construction 
Act. There is a cause and effect there 
that I insist exists, that the over
whelming sentiment among the Amer
ican people is that they want to do 
things for education. They would like 
to see schools revitalized. A flimsy 
charge that the cost of school con
struction would be driven up by Davis
Bacon and therefore we should not 
have Federal assistance with school 
construction would not survive unless 
it was pushed very intentionally, pros
ecuted and pushed very intentionally 
by the majority. Let us have a truce, 
let us do what we have done in the case 
of taxes and the budget and have a bi
partisan approach to working out 
labor-management problems. Let us 
end the attack on labor, let us retire 
the slush fund and use it for some bet
ter purpose, and by all means let us not 
continue to perpetrate the myths that 
Davis-Bacon is an evil , that Davis
Bacon has not benefited not only the 
workers in construction but also the 
communities where they work as well 
as the American people as a whole. 

A HISTORIC ACHIEVEMENT 
The SPEAKER pro tempo re (Mr. 

METCALF). Under the Speaker's an
nounced policy of January 7, 1997, the 
gentleman from Connecticut [Mr. 
SHAYS] is recognized for 60 minutes. 

Mr. SHAYS. First let me thank the 
gentleman from Washington [Mr. 
METCALF] , Speaker pro tempore , as we 
have the opportunity to address this 
Chamber for continuing to serve at a 
late hour here. I do not intend to take 
anywhere near the hour that would be 
allotted to me. I do know the House is 
going to be in session tonight as we 
wait for the rules, so our staff will be 
staying around for a bit. But I have not 
really had much opportunity to address 
this Chamber in a special order. To
night is a night I am really grateful to 
have this opportunity. 

I am grateful to have this oppor
tunity because I think of the historic 
achievement that has been agreed to 
between this President, a Democrat 
President, and this Congress, a Con
gress controlled by Republicans, a Con
gress filled with 435 men and women of 
both parties, but a party in control of 
this Congress, the Republican Party. 
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I think in terms of my history as I 

was growing up and as a student in 
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high school and college and thinking 
about our Founding Fathers, and they 
designed quite a system. They designed 
a system where you would not only 
have competing interests in a Chamber 
and in another Chamber, the Senate, 
and this check and balance with the ju
diciary, but you would have an execu
tive who would not have the ability to 
do everything he or she wanted, a Con
gress that does not have the ability to 
do everything it, the majority party, 
wants. This is a system designed by our 
Founding Fathers, and they wanted it 
to be exactly what it is, a system that 
does not allow one unit, one branch, to 
gain too much power or one group 
within a branch to gain too much 
power. 

So what did we have after the 1996 
election? We elected a Democrat Presi
dent. Frankly, by an overwhelming 
number the American people elected 
such a President, and they elected a 
Republican Congress, maybe not by the 
same margin, and they said very clear
ly in their message that they wanted 
us to work together. 

Mr. Speaker, we have worked to
gether, and we have a historic agree
ment, and it is for real, and it is not an 
agreement that is unable to take place 
because of a rosy scenario. This is an 
agreement where either the President 
and our own Congress said we would 
use inflated numbers and anticipate 
revenues that simply would be far in 
addition to what they would be in ac
tual fact. This is an agreement that an
ticipates revenue growing at 2.1 per
cent a year. Now it is growing much 
faster now than that, but maybe in the 
fourth or fifth year it will not grow as 
much. 

There are a number of us, certainly 
on our side of the aisle, who anticipate 
a very robust economy for the next 
year or two, and we intend to have that 
move us toward balancing the budget 
sooner than 5 years. Five years is the 
outer limit. There are many of us who 
feel we need to get our country's finan
cial house in order sooner. 

I know for one, as a Member of this 
body, finishing now by the end of this 
week my 10th year; I won in a special 
election and started in September 1987. 
I was elected in August, and I remem
ber that for me, a State legislator at 
the time , I was amazed that Congress 
would continue to spend and spend and 
spend when we did not have the rev
enue to pay for it and we would con
tinue to have our national debt go up 
and up and up. 

Mr. Speaker, it has gone up tenfold 
in less than 22 years, 10 times, not dou
ble or triple, 10 times, and so there 
were Members such as myself, particu
larly Members more on this side of the 
aisle, who said we need to get our coun
try 's financial house in order. I am 
thinking of one Member in particular. 
It is our colleague, the gentleman from 
Ohio, JOHN KASICH, the chairman of the 

Cammi ttee on the Budget, and I will 
never forget walking into the room, 
this Chamber, as the machine had 
closed for Mr. KASICH's amendment to 
begin to balance the budget. 

Mr. Speaker, the year was 1989, and 
there were 38 Members, mostly Repub
licans, some Democrats, who supported 
JOHN KASICH and his effort to get our 
country's financial house in order. 

I use the gentleman from Ohio, JOHN 
KASICH, and his effort as kind of the 
benchmark of what happened over 
time. Every year when JOHN KASICH in
troduced his amendment he got more 
people to sponsor it and more people to 
vote on it. It started out at 38, then it 
went to 50, then it went to 80 the year 
after, then it went to close to 100, then 
it went over 100, then it got closer to 
the middle range between 100 and 200, 
and then we got to a point where Tim 
Penny and JOHN KASICH teamed to
gether. Republican JOHN KASICH and 
Tim Penny, a Democrat, were on a 
major amendment to save $90-plus bil
lion in savings, in appropriated expend
itures in particular. He got over 200. 
Every year there was progress. 

So as one Member of this Chamber, I 
know that as a Republican you should 
not be surprised I would speak for an
other Republican, but this Republican 
deserves really the thanks of the Amer
ican people, and he deserves the thanks 
of Republicans and Democrats alike be
cause he truly helped steer us in the di
rection for what we have today. 

Now people talk about the effort that 
he made over the last 7 months to bal
ance the budget, to reduce the size of 
Government, to control the growth of 
entitlements and to have meaningful 
tax cuts to make this Government 
smaller and give the American people 
more of what they have been giving 
this Government. Seven months is just 
a little part of that story. The real 
story is his long journey in 1989, when 
more and more people sponsored and 
supported his efforts. He truly has been 
a leader in this Congress, and he will 
go down in history as a major part of 
this historic agreement. 

I also want to thank the Speaker of 
the House, NEWT GINGRICH. I want to 
thank him, as unpopular as he may be 
in some areas, but I am not surprised 
because frankly a lot of good leaders 
are unpopular when they seek to do 
what needs to happen. NEWT GINGRICH, 
the Speaker of the House, is the first 
leader in my entire political career, 
and I have been in public office since 
1974, when I served in the State house 
for 13 years, he is the first leader who 
has ever really truly asked a con
ference, a group of people, to do heavy 
lifting, to truly get our country's fi
nancial house in order. 

So when we adopted the Contract 
With America, and almost all of us who 
got elected on the Republican side of 
the aisle had said we want to move for
ward with these 10 major reforms on 

the opening day of the session and 10 
major reforms in the first 100 days, 
that commitment, that was a true ef
fort to do some major things. 

But we did not, for instance, just 
vote for a balanced budget amendment. 
In 1994, after the election and when we 
took over in 1995, we sought to balance 
the budget by making tough decisions 
in a whole host of programs to slow the 
growth of entitlements and to save 
them. 

For instance, Medicare was losing 
too much money each year. The trust 
fund, we were told by the President's 
own people in charge of the trust fund 
on Medicare; that is, health care for 
the elderly and the disabled, that it 
would run out of money around the 
turn of the century because too much 
money was flowing out of the fund. We 
slowed the growth of the program so 
we admittedly in 7 years under our old 
plan had spent 60 percent more over 7 
years than 50 percent per beneficiary. 
But we were slowing the growth to try 
to get a handle on a program that is 
very important to all Americans. 

I guess what I really want to say be
cause I do not want to speak too much 
longer: I am very proud to be part of 
this Congress, I am very proud the Re
publicans and Democrats could work 
together, I am very proud that this 
President recognized that he needed, 
frankly, to take some of his old legisla
tive leaders out of this mix; Mr. 
DASCHLE and Mr. GEPHARDT were not 
part of the budget agreement because 
they clearly did not want an agree
ment, and he sought to have a true 
budget agreement with this Republican 
Congress. 

So we are finally getting our coun
try's financial house in order and bal
ancing the Federal budget. We are sav
ing our trust funds at least for the next 
10 years, particularly in Medicare. And 
we are doing something very impor
tant, we are transforming this care
taking, social and corporate and agri
cultural welfare state into what I call 
a care and opportunity society. We are 
trying with all the power that we have 
to be a caring Government ather than 
a caretaking Government. 

I salute the Republican Party for 
being determined to rein in entitle
ments and to cut taxes $91 billion net, 
but actually more than that. I salute 
the President for some of his spending 
priorities, but recognizing the Presi
dent seemed to feel he won when he 
spent more and we seem to feel we 
would win when we slowed the growth 
of entitlements and cut taxes and made 
Government smaller. 

But some of what the President 
wanted to spend more on, on education, 
health, the environment and housing, I 
happen to agree with; I think a good 
number of the constituents I represent, 
in the urban areas in particular, in 
Stanford, in Norwalk, and Bridgeport, 
the three major urban areas I rep
resent. 
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I think. this is a better agreement 

than most people ever expected, and for 
those who might be listening tonight 
and saying, you know, I will believe 
the tax cuts when I see them; well, 
turn on your TV set tomorrow and the 
next day. You will learn that we are 
going to lower the top rate of the cap
ital gains from 28 to 20 percent, effec
tive May 7, 1997. We are going to have 
that rate drop to 18 percent for any 
asset held more than 5 years, effective 
in the year 2001. We are going to have 
a $500 child tax credit, and excuse me; 
let me first say another capital gains 
exemption. 

If you have a gain, and this was 
something the President wanted. It 
seems pretty high, but this is some
thing the President wanted, along with 
the Members of Congress, a $500,000 ex
emption for capital gains in housing. If 
you hold a house for 1112 years and you 
have a gain of $200,000, you pay no tax. 
That is your home. You pay no gain on 
that. We have an estate tax that would 
go through that that basically in
creases the exemption from $600 to $1 
million over the next 10 years, but if 
you have a family-owned farm or a 
family-owned small business, the ex
emption is going to rise immediately 
to $1.3 million. If you own a farm, if 
you own a small business, the child tax 
credit, you will see tomorrow and the 
next day, a $500 tax credit for kids 16 
and younger beginning in 1999, $400 be
ginning in 1998, up to families of in
comes of $110,000, and if you are single, 
up to $75,000. 

You will see additional IRA's. You 
will see additional $31 billion of loss in 
revenue, of tax benefits for individuals 
choosing to send their children to the 
first 2 years of college, $1,500 off each 
year. The key is to make sure the col
leges do not just increase their tuition, 
but it actually goes to the families and 
the kids. You will see businesses that 
will be able to benefit from the alter
native minimum tax. You will see a 
slight increase in the tobacco tax, but 
it is going for health care. 

We are finally getting a handle on 
Medicare, we are finally getting a han
dle on some other entitlements, and we 
are going to save this country not just 
for our kids, but our kids' kids. 

I am very proud to be part of this Re
publican majority, I am proud of the 
work that JOHN KASICH has done, I am 
proud of the work that NEWT GINGRICH 
has done under tremendous criticism 
over his time ·as Speaker during the 
last 2112 years. It is a privilege to serve 
in the House of Representatives and 
represent the people of the Fourth Con
gressional District. It is a privilege to 
be on the Committee on the Budget 
and to serve with JOHN KASICH. It is a 
privilege to have NEWT GINGRICH as the 
Speaker of this House. I know many 
have been critical of his tenure over 
the last 2112 years, but I think history 
will be a very kind judge of NEWT GING
RICH. 

U.S. ARCTIC RESEARCH PLAN
MESSAGE FROM THE PRESIDENT 
OF THE UNITED STATES 
The SPEAKER pro tempore laid be

fore the House the following Message 
from the President of the United 
States; which was read and, together 
with the accompanying papers, without 
objection, referred to the Committee 
on Science: 
To the Congress of the United States: 

Pursuant to the provisions of the 
Arctic Research and Policy Act of 1984, 
as amended (15 U.S.C. 4108(a)), I trans
mit herewith the fifth biennial revision 
(1998-2002) to the United States Arctic 
Research Plan. 

WILLIAM J. CLINTON. 
THE WHITE HOUSE, July 29, 1997. 

RECESS 
The SPEAKER pro tempore. Pursu

ant to clause 12 of rule I, the Chair de
clares the House in recess subject to 
the call of the Chair. 

Accordingly (at 10 o'clock and 30 
minutes p.m.), the House stood in re
cess subject to the call of the Chair. 
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AFTER RECESS 
The recess having expired, the House 

was called to order by the Speaker pro 
tempore (Mr. METCALF) at 3 o'clock 
and 14 minutes a.m. 

CONFERENCE REPORT ON H.R. 2015, 
BALANCED BUDGET ACT OF 1997 
Mr. HOBSON submitted the following 

conference report and statement on the 
bill (H.R. 2015) to provide for reconcili
ation pursuant to section 104(a) of the 
concurrent resolution on the budget for 
fiscal year 1998: 

CONFERENCE REPORT (H. REPT. lOf>-217) 
The committee of conference on the dis

agreeing votes of the two Houses on the 
amendment of the Senate to the bill (R.R. 
2015), to provide for reconciliation pursuant 
to section 104(a) of the concurrent resolution 
on the budget for fiscal year 1998, having 
met, after full and free conference, have 
agreed to recommend and do recommend to 
their respective Houses as follows: 

That the House recede from its disagree
ment to the amendment of the Senate and 
agree to the same with an amendment as fol
lows: 

In lieu of the matter proposed to be in
serted by the Senate amendment, insert the 
following: 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Balanced Budg
et Act of 1997". 
SEC. 2. TABLE OF TITLES. 

This Act is organized into titles as follows: 
Title I-Food Stamp Provisions 
Title II- Housing and Related Provisions 
Title III-Communications and Spectrum Allo

cation Provisions 
Title IV-Medicare, Medicaid, and Children's 

Health Provisions 
Title V-Welfare and Related Provisions 

Title VI-Education and Related Provisions 
Title VII- Civil Service Retirement and Related 

Provisions 
Title VIII- Veterans and Related Provisions · 
Title IX-Asset Sales, User Fees, and Miscella

neous Provisions 
Title X-Budget Enforcement and Process Pro

visions 
Title XI-District of Columbia Revitalization 

TITLE I-FOOD STAMP PROVISIONS 
SEC. 1001. EXEMPTION. 

Section 6(0) of the Food Stamp Act of 1977 (7 
U.S.C. 2015(0)) is amended-

(1) in paragraph (2)(D), by striking "or (5)" 
and inserting "(5), or (6)"; 

(2) by redesignating paragraph (6) as para
graph (7); and 

(3) by inserting after paragraph (5) the fol-
lowing: 

"(6) 15-PERCENT EXEMPTION.-
"( A) DEFINIT/ONS.-ln this paragraph: 
"(i) CASELOAD.-The term 'caseload' means 

the average monthly number of individuals re
ceiving food stamps during the 12-month period 
ending the preceding June 30. 

"(ii) COVERED INDIVIDUAL.-The term 'covered 
individual' means a food stamp recipient, or an 
individual denied eligibility for food stamp bene
fits solely due to paragraph (2) , who-

"(!) is not eligible for an exception under 
paragraph (3); 

"(II) does not reside in an area covered by a 
waiver granted under paragraph (4); 

"(Ill) is not complying with subparagraph 
(A), (B), or (C) of paragraph (2); 

"(IV) is not receiving food stamp benefits dur
ing the 3 months of eligibility provided under 
paragraph (2); and 

"(V) is not receiving food stamp benefits 
under paragraph (5). 

"(B) GENERAL RULE.-Subject to subpara
graphs (C) through (G), a State agency may 
provide an exemption from the requirements of 
paragraph (2) for covered individuals. 

"(C) FISCAL YEAR 1998.-Subject to subpara
graphs (E) and (G), for fiscal year 1998, a State 
agency may provide a number of exemptions 
such that the average monthly number of the 
exemptions in effect during the fiscal year does 
not exceed 15 percent of the number of covered 
individuals in the State in fiscal year 1998, as 
estimated by the Secretary, based on the survey 
conducted to carry out section 16(c) for fiscal 
year 1996 and such other factors as the Sec
retary considers appropriate due to the timing 
and limitations of the survey. 

"(D) SUBSEQUENT FISCAL YEARS.- Subject to 
subparagraphs (E) through (G), for fiscal year 
1999 and each subsequent fiscal year, a State 
agency may provide a number of exemptions 
such that the average monthly number of the 
exemptions in effect during the fiscal year does 
not exceed 15 percent of the number of covered 
individuals in the State, as estimated by the 
Secretary under subparagraph (C), adjusted by 
the Secretary to rej7.ect changes in the State 's 
caseload and the Secretary's estimate of changes 
in the proportion off ood stamp recipients cov
ered by waivers granted under paragraph (4). 

"(E) CASELOAD ADJUSTMENTS.-The Secretary 
shall adjust the number of individuals estimated 
for a State under subparagraph (C) or (D) dur
ing a · fiscal year if the number of food stamp re
cipients in the State varies from the State's case
load by more than 10 percent, as determined by 
the Secretary. 

"(F) EXEMPTION ADJUSTMENTS.- During fiscal 
year 1999 and each subsequent fiscal year, the 
Secretary shall increase or decrease the number 
of individuals who may be granted an exemp
tion by a State agency under this paragraph to 
the extent that the average monthly number of 
exemptions in effect in the State for the pre
ceding fiscal year under this paragraph is lesser 
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or greater than the average monthly number of 
exemptions estimated for the State agency for 
such preceding fiscal year under this para
graph. 

"(G) REPORTING REQUIREMENT.-A State 
agency shall submit such reports to the Sec
retary as the Secretary determines are necessary 
to ensure compliance with this paragraph.". 
SEC. 1002. ADDITIONAL FUNDING FOR EMPLOY· 

MENT AND TRAINING. 
(a) IN GENERAL.-Section 16(h) of the Food 

Stamp Act of 1977 (7 U.S.C. 2025(h)) is amended 
by striking paragraph (1) and inserting the fol
lowing: 

"(1) IN GENERAL.-
"( A) AMOUNTS.-To carry out employment 

and training programs, the Secretary shall re
serve for allocation to State agencies, to remain 
available until expended, from funds made 
available for each fiscal year under section 
18(a)(l) the amount of-

"(i) for fiscal year 1996, $75,000,000; 
"(ii) for fiscal year 1997, $79,000,000; 
"(iii) for fiscal year 1998-
"(l) $81,000,000; and 
"(II) an additional amount of $131,000,000; 
"(iv) for fiscal year 1999-
"(I) $84,000,000; and 
"(II) an additional amount of $131,000,000; 
"(v) for fiscal year 2000-
"(I) $86,000,000; and 
"(II) an additional amount of $131,000,000; 
"(vi) for fiscal year 2001-
"( l) $88,000,000; and 
"(II) an additional amount of $131,000,000; 

and 
"(vii) for fiscal year 2002-
"( l) $90,000,000; and 
"(II) an additional amount of $75,000,000. 
"(B) ALLOCATION.-
"(i) ALLOCATION FORMULA.-The Secretary 

shall allocate the amounts reserved under sub
paragraph (A) among the State agencies using a 
reasonable formula, as determined and adjusted 
by the Secretary each fiscal year, to reflect-

"(!) changes in each State's caseload (as de
fined in section 6(o)(6)(A)); 

"(II) for fiscal year 1998, the portion of food 
stamp recipients who reside in each State who 
are not eligible for an exception under section 
6(0)(3); and 

"(Ill) for each of fiscal years 1999 through 
2002, the portion of food stamp recipients who 
reside in each State who are not eligible for an 
exception under section 6(0)(3) and who-

"(aa) do not reside in an area subject to a 
waiver granted by the Secretary under section 
6(0)(4); or 

"(bb) do reside in an area subject to a waiver 
granted by the Secretary under section 6(0)(4), if 
the State agency provides employment and 
training services in the area to food stamp re
cipients who are not eligible for an exception 
under section 6(0)(3). 

"(ii) ES1'IMATED FACTORS.- The Secretary 
shall estimate the portion of food stamp recipi
ents who reside in each State who are not eligi
ble for an exception under section 6(0)(3) based 
on the survey conducted to carry out subsection 
(c) for fiscal year 1996 and such other factors as 
the Secretary considers appropriate due to the 
timing and limitations of the survey. 

" (iii) REPORTING REQUIREMENT.-A State 
agency shall submit such reports to the Sec
retary as the Secretary determines are necessary 
to ensure compliance with this paragraph. 

" (C) REALLOCATION.-lf a State agency will 
not expend all of the funds allocated to the 
State agency for a fiscal year under subpara
graph (B), the Secretary shall reallocate the un
expended funds to other States (during the fis
cal year or the subsequent fiscal year) as the 
Secretary considers appropriate and equitable. 

"(D) MINIMUM ALLOCATION.-Notwith-
standing subparagraph (B), the Secretary shall 

ensure that each State agency operating an em
ployment and training program shall receive not 
less than $50,000 for each fiscal year . 

"(E) USE OF FUNDS.- Of the amount of funds 
a State agency receives under subparagraphs 
(A) through (D) for a fiscal year, not less than 
80 percent of the funds shall be used by the 
State agency during the fiscal year to serve food 
stamp recipients who-

"(i) are not eligible for an exception under 
section 6(0)(3); and 

"(ii) are placed in and comply with a program 
described in subparagraph (B) or (C) of section 
6(0)(2). 

"(F) MAINTENANCE OF EFFORT.-To receive an 
allocation of an additional amount made avail
able under subclause (II) of each of clauses (iii) 
through (vii) of subparagraph (A), a State agen
cy shall maintain the expenditures of the State 
agency for employment and training programs 
and workfare programs for any fiscal year 
under paragraph (2), and administrative ex
penses described in section 20(g)(l), at a level 
that is not less than the level of the expendi
tures by the State agency to carry out the pro
grams and such expenses for fiscal year 1996. 

"(G) COMPONENT COSTS.-The Secretary shall 
monitor State agencies' expenditure of funds for 
employment and training programs provided 
under this paragraph, including the costs of in
dividual components of State agencies' pro
grams. The Secretary may determine the reim
bursable costs of employment and training com
ponents, and, if the Secretary makes such a de
termination, the Secretary shall determine that 
the amounts spent or planned to be spent on the 
components reflect the reasonable cost of effi
ciently and economically providing components 
appropriate to recipient employment and train
ing needs, taking into account, as the Secretary 
deems appropriate, prior expenditures on the 
components, the variability of costs among State 
agencies' components, the characteristics of the 
recipients to be served, and such other factors as 
the Secretary considers necessary.". · 

(b) REPORT TO CONGRESS.-Not later than 30 
months after the date of enactment of this Act, 
the Secretary of Agriculture shall submit to the 
Committee on Agriculture of the House of Rep
resentatives and the Committee on Agriculture, 
Nutrition, and Forestry of the Senate a report 
regarding whether the amounts made available 
under section 16(h)(l)(A) of the Food Stamp Act 
of 1977 (as a result of the amendment made by 
subsection (a)) have been used by State agencies 
to increase the number of work slots for recipi
ents subject to section 6(0) of the Food Stamp 
Act of 1977 (7 U.S.C. 2015(0)) in employment and 
training programs and workfare in the most effi
cient and effective manner practicable. 
SEC. 1003. DENIAL OF FOOD STAMPS FOR PRIS· 

ONERS. 
(a) STATE PLANS.-
(1) IN GENERAL.-Section ll(e) of the Food 

Stamp Act of 1977 (7 U.S.C. 2020(e)) is amended 
by striking paragraph (20) and inserting the fol
lowing: 

"(20) that the State agency shall establish a 
system and take action on a periodic basis-

"( A) to verify and otherwise ensure that an 
individual does not receive coupons in more 
than 1 jurisdiction within the State; and 

"(B) to verify and otherwise ensure that an 
individual who is placed under detention in a 
Federal, State, or local penal, correctional, or 
other detention facility for more than 30 days 
shall not be eligible to participate in the food 
stamp program as a member of any household, 
except that-

" (i) the Secretary may determine that extraor
dinary circumstances make it impracticable for 
the State agency to obtain information nec
essary to discontinue inclusion of the indi
vidual; and 

"(ii) a State agency that obtains information 
collected under section 1611(e)(l)(I)(i)(I) of the 
Social Security Act (42 U.S.C. 1382(e)(l)(I)(i)(l)) 
pursuant to section 1611 ( e)(l)( !)(ii)( II) of that 
Act (42 U.S.C. 1382(e)(l)(l)(ii)(Il)), or under an
other program determined by the Secretary to be 
comparable to the program carried out under 
that section, shall be considered in compliance 
with this subparagraph.". 

(2) LIMITS ON DISCLOSURE AND USE OF INFOR
MATION.-Section 11(e)(8)(E) of the Food Stamp 
Act of 1977 (7 U.S.C. 2020(e)(8)(E)) is amended 
by striking "paragraph (16)" and inserting 
"paragraph (16) or (20)(B)". 

(3) EFFECTIVE DATE.-
( A) IN GENERAL.-Except as provided in sub

paragraph (B), the amendments made by this 
subsection shall take effect on the date that is 
1 year after the date of enactment of this Act. 

(B) EXTENSION.-The Secretary of Agriculture 
may grant a State an extension of time to com
ply with the amendments made by this sub
section, not to exceed beyond the date that is 2 
years after the date of enactment of this Act, if 
the chief executive officer of the State submits a 
request for the extension to the Secretary-

(i) stating the reasons why the State is not 
able to comply with the amendments made by 
this subsection by the date that is 1 year after 
the date of enactment of this Act; 

(ii) providing evidence that the State is mak
ing a good faith effort to comply with the 
amendments made by this subsection as soon as 
practicable; and 

(iii) detailing a plan to bring the State into 
compliance with the amendments made by this 
subsection as soon as practicable but not later 
than the date of the requested extension. 

(b) INFORMATION SHARING.-Section 11 of the 
Food Stamp Act of 1977 (7 U.S.C. 2020) is amend
ed by adding at the end the following: 

"(q) DENJAL OF FOOD STAMPS FOR PRJS
ONERS.-The Secretary shall assist States, to the 
maximum extent practicable, in implementing a 
system to conduct computer matches or other 
systems to prevent prisoners described in section 
11(e)(20)(B) from participating in the food stamp 
program as a member of any household.". 
SEC. 1004. NUTRITION EDUCATION. 

Section ll(f) of the Food Stamp Act of 1977 (7 
U.S.C. 2020(f)) is amended-

(1) by striking "(f) To encourage" and insert-
ing the following: 

"(f) NUTRITION EDUCATION.-
"(1) IN GENERAL.-To encourage"; and 
(2) by adding at the end the fallowing: 
"(2) GRANTS.-
"( A) TN GENERAL.-The Secretary shall make 

available not more than $600,000 for each of fis
cal years 1998 through 2001 to pay the Federal 
share of grants made to eligible private non
profit organizations and State agencies to carry 
out subparagraph (B). 

" (B) ELIGIBILJTY.-A private nonprofit orga
nization or State agency shall be eligible to re
ceive a grant under subparagraph (A) if the or
ganization or agency agrees-

"(i) to use the funds to direct a collaborative 
effort to coordinate and integrate nutrition edu
cation into health, nutrition, social service, and 
food distribution programs for food stamp par
ticipants and other low-income households; and 

"(ii) to design the collaborative effort to reach 
large numbers of food stamp participants and 
other low-income households through a network 
of organizations, including schools, child care 
centers, farmers' markets, health clinics, and 
outpatient education services. 

"(C) PREFERENCE.-ln deciding between 2 or 
more private nonprofit organizations or State 
agencies that are eligible to receive a grant 
under subparagraph (B), the Secretary shall 
give a preference to an organization or agency 
that conducted a collaborative effort described 
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in subparagraph (B) and received funding for 
the collaborative effort from the Secretary before 
the date of enactment of this paragraph. 

"(D) FEDERAL SHARE.-
"(i) IN GENERAL.-Subject to subparagraph 

(E), the Federal share of a grant under this 
paragraph shall be 50 percent. 

"(ii) No JN-KIND CONTRIBUTIONS.-The non
Federal share of a grant under this paragraph 
shall be in cash. 

"(iii) PRIVATE FUNDS.-The non-Federal share 
of a grant under this paragraph may include 
amounts from private nongovernmental sources. 

"(E) LIMIT ON INDIVIDUAL GRANT.-The Fed
eral share of a grant under subparagraph (A) 
may not exceed $200,000 for a fiscal year.". 
SEC. 1005. REGULATIONS; EFFECTIVE DATE. 

(a) REGULATIONS.-Not later than 1 year after 
the date of enactment of this Act, the Secretary 
of Agriculture shall promulgate such regulations 
as are necessary to implement the amendments 
made by this title. 

(b) EFFECTIVE DATE.-The amendments made 
by sections 1001 and 1002 take effect on October 
1, 1997, without regard to whether regulations 
have been promulgated to implement the amend
ments made by such sections. 

TITLE II-HOUSING AND RELATED 
PROVISIONS 

SEC. 2001. TABLE OF CONTENTS. 

The table of contents for this title is as fol
lows: 

TITLE JI-HOUSING AND RELATED 
PROVISIONS 

Sec. 2001. Table of contents. 
Sec. 2002. Extension of foreclosure avoidance 

and borrower assistance provisions for 
PH A single family housing mortgage in
surance program. 

Sec. 2003. Adjustment of maximum monthly 
rents for certain dwelling units in new 
construction and substantial or moderate 
rehabilitation projects assisted under sec
tion 8 rental assistance program. 

Sec. 2004. Adjustment of maximum monthly 
rents for non-turnover dwelling units as
sisted under section 8 rental assistance 
program. 

SEC. 2002. EXTENSION OF FORECLOSURE AVOID
ANCE AND BORROWER ASSISTANCE 
PROVISIONS FOR FHA SINGLE FAM
ILY HOUSING MORTGAGE INSUR
ANCE PROGRAM. 

Section 407 of The Balanced Budget Down
payment Act, I (12 U.S.C. 1710 note) is amend
ed-

(1) in subsection (c)-
( A) by striking ''only''; and 
(B) by inserting ", on, or after" after " be

fore"; and 
(2) by striking subsection (e). 

SEC. 2003. ADJUSTMENT OF MAXIMUM MONTHLY 
RENTS FOR CERTAIN DWELLING 
UNITS IN NEW CONSTRUCTION AND 
SUBSTANTIAL OR MODERATE REHA
BILITATION PROJECTS ASSISTED 
UNDER SECTION 8 RENTAL ASSIST
ANCE PROGRAM. 

The third sentence of section 8(c)(2)(A) of the 
United States Housing Act of 1937 (42 U.S.C. 
1437f(c)(2)(A)) is amended by inserting before 
the period at the end the following: ", and dur
ing fiscal year 1999 and thereafter". 
SEC. 2004. ADJUSTMENT OF MAXIMUM MONTHLY 

RENTS FOR NON-TURNOVER DWELL
ING UNITS ASSISTED UNDER SEC
TION 8 RENTAL ASSISTANCE PRO
GRAM. 

The last sentence of section 8(c)(2)(A) of the 
United States Housing Act of 1937 (42 U.S.C. 
1437f(c)(2)(A)) is amended by inserting before 
the period at the end the following: ", and dur
ing fiscal year 1999 and thereafter". 

TITLE Ill-COMMUNICATIONS AND 
SPECTRUM ALLOCATION PROVISIONS 

SEC. 3001. DEFINITIONS. 
(a) COMMON TERMINOLOGY.-Except as other

wise provided in this title , the terms used in this 
title have the meanings provided in section 3 of 
the Communications Act of 1934 (47 U.S.C. 153), 
as amended by this section. 

(b) ADDITIONAL DEFINITIONS.-Section 3 of the 
Communications Act of 1934 (47 U.S.C. 153) is 
amended-

(1) by redesignating paragraphs (49) through 
(51) as paragraphs (50) through (52), respec
tively; and 

(2) by inserting after paragraph (48) the fol
lowing new paragraph: 

"(49) TELEVISION SERVICE.-
"(A) ANALOG TELEVISION SERVICE.-The term 

'analog television service' means television serv
ice provided pursuant to the transmission stand
ards prescribed by the Commission in section 
73.682(a) of its regulations (47 C.F.R. 73.682(a)). 

"(B) DIGITAL TELEVISION SERVJCE.-The term 
'digital television service' means television serv
ice provided pursuant to the transmission stand
ards prescribed by the Commission in section 
73.682(d) of its regulations (47 C.F.R. 
73.682(d)). ". 
SEC. 3002. SPECTRUM AUCTIONS. 

(a) EXTENSION AND EXPANSION OF AUCTION 
AUTHORITY.-

(1) IN GENERAL.-Section 309(j) of the Commu
nications Act of 1934 (47 U.S.C. 309(j)) is amend
ed-

( A) by striking paragraphs (1) and (2) and in
serting in lieu thereof the fallowing: 

"(1) GENERAL AUTHORITY.-lf, consistent with 
the obligations described in paragraph (6)(E), 
mutually exclusive applications are accepted for 
any initial license or construction permit, then, 
except as provided in paragraph (2), the Com
mission shall grant the license or permit to a 
qualified applicant through a system of competi
tive bidding that meets the requirements of this 
subsection. 

"(2) EXEMPTIONS.-The competitive bidding 
authority granted by this subsection shall not 
apply to licenses or construction permits issued 
by the Commission-

"( A) for public safety radio services, including 
private internal radio services used by State and 
local governments and non-government entities 
and including emergency road services provided 
by not-for-profit organizations, that-

"(i) are used to protect the safety of life, 
health, or property; and 

"(ii) are not made commercially available to 
the public; 

"(B) for initial licenses or construction per
mits for digital television service given to exist
ing terrestrial broadcast licensees to replace 
their analog television service licenses; or 

"(C) for stations described in section 397(6) of 
this Act."; 

(B) in paragraph (3)-
(i) by inserting after the second sentence the 

following new sentence: "The Commission shall, 
directly or by contract, provide for the design 
and conduct (for purposes of testing) of competi
tive bidding using a contingent combinatorial 
bidding system that permits prospective bidders 
to bid on combinations or groups of licenses in 
a single bid and to enter multiple alternative 
bids within a single bidding round."; 

(ii) by striking "and" at the end of subpara
graph (C); 

(iii) by striking the period at the end of sub
paragraph (D) and inserting ";and"; and 

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

"(E) ensure that, in the scheduling of any 
competitive bidding under this subsection, an 
adequate period is allowed-

"(i) before issuance of bidding rules, to permit 
notice and comment on proposed auction proce
dures; and 

"(ii) after issuance of bidding rules, to ensure 
that interested parties have a sufficient time to 
develop business plans, assess market condi
tions, and evaluate the availability of equip
ment for the relevant services."; 

(C) in paragraph ( 4)-
(i) by striking "and" at the end of subpara

graph (D); 
(ii) by striking the period at the end of sub

paragraph (E) and inserting ";and"; and 
(iii) by adding at the end the fallowing new 

subparagraph: 
"(F) prescribe methods by which a reasonable 

reserve price will be required, or a minimum bid 
will be established, to obtain any license or per
mit being assigned pursuant to the competitive 
bidding, unless the Commission determines that 
such a reserve price or minimum bid is not in the 
public interest."; 

(D) in paragraph (8)(B)-
(i) by striking the third sentence; and 
(ii) by adding at the end the fallowing new 

sentence: "No sums may be retained under this 
subparagraph during any fiscal year beginning 
after September 30, 1998, if the annual report of 
the Commission under section 4(k) for the sec
ond preceding fiscal year fails to include in the 
itemized statement required by paragraph (3) of 
such section a statement of each expenditure 
made for purposes of conducting competitive 
bidding under this subsection during such sec
ond preceding fiscal year."; 

(E) in paragraph (11), by striking "1998" and 
inserting "2007"; and 

(F) in paragraph (13)(F), by striking "Sep
tember 30, 1998" and inserting "the date of en
actment of the Balanced Budget Act of 1997". 

(2) TERMINATION OF LOTTERY AUTHORITY.
Section 309(i) of the Communications Act of 1934 
(47 U.S.C. 309(i)) is amended-

( A) by striking paragraph (I) and inserting 
the fallowing: 

"(1) GENERAL AUTHORITY.- Except as pro
vided in paragraph (5), if there is more than one 
application for any initial license or construc
tion permit, then the Commission shall have the 
authority to grant such license or permit to a 
qualified applicant through the use of a system 
of random selection."; and 

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

"(5) TERMINATION OF AUTHORITY.-(A) Except 
as provided in subparagraph (B), the Commis
sion shall not issue any license or permit using 
a system of random selection under this sub
section after July 1, 1997. 

"(B) Subparagraph (A) of this paragraph 
shall not apply with respect to licen~es or per
mits for stations described in section 397(6) of 
this Act.". 

(3) RESOLUTION OF PENDING COMPARATIVE LI
CENSING CASES.-Section 309 of the Communica
tions Act of 1934 (47 U.S.C. 309) is further 
amended by adding at the end the fallowing 
new subsection: 

"(l) APPLICABILITY OF COMPETITIVE BIDDING 
TO PENDING COMPARATIVE LICENSING CASES.
With respect to competing applications for ini
tial licenses or construction permits for commer
cial radio or television stations that were filed 
with the Commission before July 1, 1997, the 
Commission shall-

"(1) have the authority to conduct a competi
tive bidding proceeding pursuant to subsection 
(j) to assign such license or permit; 

"(2) treat the persons filing such applications 
as the only persons eligible to be qualified bid
ders for purposes of such proceeding; and 

"(3) waive any provisions of its regulations 
necessary to permit such persons to enter an 
agreement to procure the removal of a conflict 
between their applications during the 180-day 
period beginning on the date of enactment of 
the Balanced Budget Act of 1997. ". 
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(4) CONFORMING AMENDMENT.-Section 6002 of 

the Omnibus Budget Reconciliation Act of 1993 
is amended by striking subsection (e). 

(5) EFFECTIVE DATE.-Except as otherwise 
provided therein, the amendments made by this 
subsection are effective on July 1, 1997. 

(b) ACCELERATED AVAJLABJLITY FOR AUCTION 
OF 1,710-1,755 MEGAHERTZ FROM INITIAL RE
ALLOCATION REPORT.-The band of frequencies 
located at 1,710-1,755 megahertz identified in the 
initial reallocation report under section 113(a) of 
the National Telecommunications and Inf orma
tion Administration Act (47 U.S.C. 923(a)) shall, 
notwithstanding the timetable recommended 
under section 113(e) of such Act and section 
115(b)(l) of such Act, be available in accordance 
with this subsection for assignment for commer
cial use. The Commission shall assign licenses 
for such use by competitive bidding commenced 
after January 1, 2001, pursuant to section 309(j) 
of the Communications Act of 1934 (47 U.S.C. 
309(j)). 

(c) COMMISSJON OBLIGATJON To MAKE ADDI
TIONAL SPECTRUM AVAILABLE BY AUCTJON.-

(1) IN GENERAL.-The Commission shall com
plete all actions necessary to permit the assign
ment by September 30, 2002, by competitive bid
ding pursuant to section 309(j) of the Commu
nications Act of 1934 (47 U.S.C. 309(j)), of li
censes for the use of bands of frequencies that-

( A) in the aggregate span not less than 55 
megahertz; 

(B) are located below 3 gigahertz; 
(C) have not, as of the date of enactment of 

this Act-
(i) been designated by Commission regulation 

for assignment pursuant to such section; 
(ii) been identified by the Secretary of Com

merce pursuant to section 113 of the National 
Telecommunications and Information Adminis
tration Organization Act (47 U.S.C. 923); 

(iii) been allocated for Federal Government 
use pursuant to section 305 of the Communica
tions Act of 1934 (47 U.S.C. 305) ; 

(iv) been designated for reallocation under 
section 337 of the Communications Act of 1934 
(as added by this Act); or 

(v) been allocated or authorized for unlicensed 
use pursuant to part 15 of the Commission 's reg
ulations (47 C.F.R. Part 15) , if the operation of 
services licensed pursuant to competitive bidding 
would interfere with operation of end-user prod
ucts permitted under such regulations; 

(D) include frequencies at 2,110-2,150 mega
hertz; and 

(E) include 15 megahertz from within the 
bands of frequencies at 1,990-2,110 megahertz. 

(2) CRITERIA FOR REASSJGNMENT.- In making 
available bands of frequencies for competitive 
bidding pursuant to paragraph (1), the Commis
sion shall-

( A) seek to promote the most efficient use of 
the electromagnetic spectrum; 

(B) consider the cost of relocating existing 
uses to other bands of frequencies or other 
means of communication; 

(C) consider the needs of existing public safety 
radio services (as such services are described in 
section 309(j)(2)( A) of the Communications Act 
of 1934, as amended by this Act); 

(D) comply with the requirements of inter
national agreements concerning spectrum allo
cations; and 

(E) coordinate with the Secretary of Commerce 
when there is any impact on Federal Govern
ment spectrum use. 

(3) USE OF BANDS AT 2 ,110-2,150 MEGAHERTZ.
The Commission shall reallocate spectrum lo
cated at 2,110-2,150 megahertz for assignment by 
competitive bidding unless the Commission de
termines that auction of other spectrum (A) bet
ter serves the public interest , convenience, and 
necessity, and (B) can reasonably be expected to 
produce greater receipts. If the Commission 

makes such a determination, then the Commis
sion shall, within 2 years after the date of en
actment of this Act, identify an alternative 40 
megahertz, and report to the Congress an identi
fication of such alternative 40 megahertz for as
signment by competitive bidding. 

(4) USE OF 15 MEGAHERTZ FROM BANDS AT 1,990-
2,110 MEGAHERTZ.-The Commission shall reallo
cate 15 megahertz from spectrum located at 
1,990-2,110 megahertz for assignment by competi
tive bidding unless the President determines 
such spectrum cannot be reallocated due to the 
need to protect incumbent Federal systems from 
interference, and that allocation of other spec
trum (A) better serves the public interest, con
venience, and necessity, and (B) can reasonably 
be expected to produce comparable receipts. If 
the President makes such a determination, then 
the President shall, within 2 years after the date 
of enactment of this Act, identify alternative 
bands of frequencies totalling 15 megahertz, and 
report to the Congress an identification of such 
alternative bands for assignment by competitive 
bidding. 

(5) NOTIFICATION TO THE SECRETARY OF COM
MERCE.- The Commission shall attempt to ac
commodate incumbent licensees displaced under 
this section by relocating them to other fre
quencies available for allocation by the Commis
sion. The Commission shall notify the Secretary 
of Commerce whenever the Commission is not 
able to provide for the effective relocation of an 
incumbent licensee to a band of frequencies 
available to the Commission for assignment. The 
notification shall include-

( A) specific 'information on the incumbent li
censee; 

(B) the bands the Commission considered for 
relocation of the licensee; 

(C) the reasons the licensee cannot be accom
modated in such bands; and 

(D) the bands of frequencies identified by the 
Commission that are-

(i) suitable for the relocation of such licensee; 
and 

(ii) allocated for Federal Government use, but 
that could be reallocated pursuant to part B of 
the National Telecommunications and Inf orma
tion Administration Organization Act (as 
amended by this Act). 

(d) IDENTIFICATION AND REALLOCATJON OF 
FREQUENCIES.-

(1) IN GENERAL.-Section 113 of the National 
Telecommunications and Information Adminis
tration Organization Act (47 U.S.C. 923) is 
amended by adding at the end thereof the f al
lowing: 

"(f) ADDITIONAL REALLOCATION REPORT.-lf 
the Secretary receives a notice from the Commis
sion pursuant to section 3002(c)(5) of the Bal
anced Budget Act of 1997, the Secretary shall 
prepare and submit to the President, the Com
mission, and the Congress a report recom
mending for reallocation for use other than by 
Federal Government stations under section 305 
of the 1934 Act (47 U.S.C. 305), bands of fre
quencies that are suitable for the licensees iden
tified in the Commission's notice. The Commis
sion shall, not later than one year after receipt 
of such report, prepare, submit to the President 
and the Congress, and implement, a plan for the 
immediate allocation and assignment of such 
frequencies under the 1934 Act to incumbent li
censees described in the Commission 's notice. 

"(g) RELOCATION OF FEDERAL GOVERNMENT 
STATIONS.-

" (1) JN GENERAL.-ln order to expedite the 
commercial use of the electromagnetic spectrum 
and notwithstanding section 3302(b) of title 31, 
United States Code, any Federal entity which 
operates a Federal Government station may ac
cept from any person payment of the expenses of 
relocating the Federal entity's operations from 
one or more frequencies to another frequency or 

frequencies, including the costs of any modifica
tion, replacement, or reissuance of equipment, 
facilities, operating manuals, or regulations in
curred by that entity. Such payments may be in 
advance of relocation and may be in cash or in 
kind. Any such payment in cash shall be depos
ited in the account of such Federal entity in the 
Treasury of the United States or in a separate 
account authorized by law. Funds deposited ac
cording to this paragraph shall be available, 
without appropriation or fiscal year limitation, 
only for such expenses of the Federal entity for 
which such funds were deposited under this 
paragraph. 

"(2) PROCESS FOR RELOCATION.-Any person 
seeking to relocate a Federal Government sta
tion that has been assigned a frequency within 
a band that has been allocated for mixed Fed
eral and non-Federal use, or that has been 
scheduled for reallocation to non-Federal use, 
may submit a petition for such relocation to 
NTIA. The NTIA shall limit or terminate the 
Federal Government station's operating license 
within 6 months after receiving the petition if 
the fallowing requirements are met: 

"(A) the person seeking relocation of the Fed
eral Government station has guaranteed to pay 
all relocation costs incurred by the Federal enti
ty, including all engineering, equipment, site ac
quisition and construction , and regulatory fee 
costs; 

"(B) all activities necessary for implementing 
the relocation have been completed, including 
construction of replacement facilities (if nec
essary and appropriate) and identifying and ob
taining new frequencies for use by the relocated 
Federal Government station (where such station 
is not relocating to spectrum reserved exclu
sively for Federal use); 

"(C) any necessary replacement facilities, 
equipment modifications, or other changes have 
been implemented and tested to ensure that the 
Federal Government station is able to success
fully accomplish its purposes; and 

"(D) NTIA has determined that the proposed 
use of the spectrum frequency band to which 
the Federal entity will relocate its operations 
is-

" (i) consistent with obligations undertaken by 
the United States in international agreements 
and with United States national security and 
public safety interests; and 

"(ii) suitable for the technical characteristics 
of the band and consistent with other uses of 
the band. 
In exercising its authority under clause (i) of 
this subparagraph, NTIA shall consult with the 
Secretary of Defense, the Secretary of State, or 
other appropriate officers of the Federal Gov
ernment. 

"(3) RIGHT TO RECLAIM.-Jf within one year 
after the relocation the Federal entity dem
onstrates to the Commission that the new facili
ties or spectrum are not comparable to the f acili
ties or spectrum from which the Federal Govern
ment station was relocated, the person who filed 
the petition under paragraph (2) for such relo
cation shall take reasonable steps to remedy any 
defects or pay the Federal entity for the ex
penses incurred in returning the Federal Gov
ernment station to the spectrum from which 
such station was relocated. 

"(h) FEDERAL ACTION TO EXPEDITE SPECTRUM 
TRANSFER.-Any Federal Government station 
which operates on electromagnetic spectrum 
that has been identified in any reallocation re
port under this section shall, to the maximum 
extent practicable through the use of the au
thority granted under subsection (g) and any 
other applicable provision of law, take action to 
relocate its spectrum use to other frequencies 
that are reserved for Federal use or to consoli
date its spectrum use with other Federal Gov
ernment stations in a manner that maximizes 
the spectrum availabl.e for non-Federal use. 



16240 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
"(i) DEFJNITJON.-For purposes of this section, 

the term 'Federal entity' means any department, 
agency, or other instrumentality of the Federal 
Government that utilizes a Government station 
license obtained under section 305 of the 1934 
Act (47 U.S.C. 305). ". 

(2) Section 114(a) of such Act (47 U.S.C. 
924(a)) is amended-

( A) in paragraph (1), by striking "(a) or 
(d)(l)" and inserting "(a), (d)(l), or (f) "; and 

(B) in paragraph (2), by striking "either" and 
inserting "any". · 

(e) IDENTIFICATION AND REALLOCATION OF 
AUCTJONABLE FREQUENCIES.-

(1) SECOND REPORT REQUJRED.-Section 113(a) 
of the National Telecommunications and Infor
mation Administration Organization Act (47 
U.S.C. 923(a)) is amended by inserting "and 
within 6 months after the date of enactment of 
the Balanced Budget Act of 1997" after "Act of 
1993" . 

(2) IN GENERAL.-Section 113(b) of such Act (47 
U.S.C. 923(b)) is amended-

( A) by striking the caption of paragraph (1) 
and inserting " INITIAL REALLOCATION REPORT.~ 

'(B) by inserting ''in the initial report required 
by subsection (a)" after "recommend for re
allocation" in paragraph (1); 

(C) by inserting "or (3)" after "paragraph 
(1)" each place it appears in paragraph (2); and 

(D) by adding at the end thereof the fol
lowing: 

"(3) SECOND REALLOCATION REPORT.-ln ac
cordance with the provisions of this section, the 
Secretary shall recommend for reallocation in 
the second report required by subsection (a), for 
use other than by Federal Government stations 
under section 305 of the 1934 Act (47 U.S.C. 305), 
a band or bands of frequencies that-

"( A) in the aggregate span not less than 20 
megahertz; 

"(B) are located below 3 gigahertz; and 
"(C) meet the criteria specified in paragraphs 

(1) through (5) of subsection (a).". 
(3) CONFORMING AMENDMENT.-Section 113(d) 

of such Act (47 U.S.C. 923(d)) is amended by 
striking "final report" and inserting "initial re
port". 

(4) ALLOCATION AND ASSIGNMENT.-Section 115 
of such Act (47 U.S.C. 925) is amended-

( A) by striking ''the report required by section 
113(a)" in subsection (b) and inserting "the ini
tial reallocation report required by section 
113(a)"; and 

(B) by adding at the end thereof the fol
lowing: 

"(c) ALLOCATION AND ASSIGNMENT OF FRE
QUENCIES IDENTIFIED IN THE SECOND REALLOCA
TION REPORT.-

"(1) PLAN AND IMPLEMENTATION.-With re
spect to the frequencies made available for re
allocation pursuant to section 113(b)(3), the 
Commission shall, not later than one year after 
receipt of the second reallocation report required 
by section 113(a), prepare, submit to the Presi
dent and the Congress, and implement, a plan 
for the immediate allocation and assignment 
under the 1934 Act of all such frequencies in ac
cordance with section 309(j) of such Act. 

"(2) CONTENTS.-The plan prepared by the 
Commission under paragraph (1) shall consist of 
a schedule of allocation and assignment of those 
frequencies in accordance with section 309(j) of 
the 1934 Act in time for the assignment of those 
licenses or permits by September 30, 2002. ". 
SEC. 3003. AUCTION OF RECAPTURED BROADCAST 

TELEVISION SPECTRUM. 
Section 309(j) of the Communications Act of 

1934 (47 U.S.C. 309(j)) is amended by adding at 
the end the fallowing new paragraph: 

"(14) AUCTION OF RECAPTURED BROADCAST 
TELEVISION SPECTRUM.-

"( A) LIMITATIONS ON TERMS OF TERRESTRIAL 
.TELEVISION BROADCAST LICENSES.-A television 

broadcast license that authorizes analog tele
vision service may not be renewed to authorize 
such service for a period that extends beyond 
December 31, 2006. 

"(B) EXTENSION.-The Commission shall ex
tend the date described in subparagraph (A) for 
any station that requests such extension in any 
television market if the Commission finds that-

"(i) one or more of the stations in such market 
that are l icensed to or affiliated with one of the 
four largest national television networks are not 
broadcasting a digital television service signal, 
and the Commission finds that each such sta
tion has exercised due diligence and satisfies the 
conditions for an extension of the Commission's 
applicable construction deadlines for digital tel
evision service in that market; 

"(ii) digital-to-analog converter technology is 
not generally available in such market; or 

"(iii) in any market in which an extension is 
not available under clause (i) or (ii), 15 percent 
or more of the television households in such 
market-

"(/) do not subscribe to a multichannel video 
programming distributor (as defined in section 
602) that carries one of the digital television 
service programming channels of each of the tel
evision stations broadcasting such a channel in 
such market; and 

" (II) do not have either-
"(a) at least one television receiver capable of 

receiving the digital television service signals of 
the television stations licensed in such market; 
or 

"(b) at least one television receiver of analog 
television service signals equipped with digital
to-analog converter technology capable of re
ceiving the digital television service signals of 
the television stations licensed in such market. 

"(C) SPECTRUM REVERSION AND RESALE.
"(i) The Commission shall-
"( I) ensure that, ·as licenses for analog tele

vision service expire pursuant to subparagraph 
(A) or (B), each licensee shall cease using elec
tromagnetic spectrum assigned to such service 
according to the Commission's direction; and 

"(JI) reclaim and organize the electromagnetic 
spectrum in a manner consistent with the objec
tives described in paragraph (3) of this sub
section. 

"(ii) Licensees for new services occupying 
spectrum reclaimed pursuant to clause (i) shall 
be assigned in accordance with this subsection. 
The Commission shall complete the assignment 
of such licenses, and report to the Congress the 
total revenues from such competitive bidding, by 
September 30, 2002. 

"(D) CERTAIN LIMITATIONS ON QUALIFIED BID
DERS PROHIBITED.- ln prescribing any regula
tions relating to the qualification of bidders for 
spectrum reclaimed pursuant to subparagraph 
(C)(i), the Commission, for any license that may 
be used for any digital television service where 
the grade A contour of the station is projected 
to encompass the entirety of a city with a popu
lation in excess of 400,000 (as determined using 
the 1990 decennial census), shall not-

"(i) preclude any party from being a qualified 
bidder for such spectrum on the basis of-

"( I) the Commission's duopoly rule (47 C.F.R. 
73.3555(b)); or 

"(II) the Commission's newspaper cross-own
ership rule (47 C.F.R. 73.3555(d)); or 

"(ii) apply either such rule to preclude such a 
party that is a winning bidder in a competitive 
bidding for such spectrum from using such spec
trum for digital television service.". 
SEC. 3004. ALLOCATION AND ASSIGNMENT OF 

NEW PUBLIC SAFETY SERVICES LI
CENSES AND COMMERCIAL LI
CENSES. 

Title III of the Communications Act of 1934 is 
amended by inserting after section 336 ( 47 
U.S.C. 336) the fallowing new section: 

"SEC. 337. ALLOCATION AND ASSIGNMENT OF 
NEW PUBLIC SAFETY SERVICES LI
CENSES AND COMMERCIAL LI
CENSES. 

"(a) IN GENERAL.-Not later than January 1, 
1998, the Commission shall allocate the electro
magnetic spectrum between 746 megahertz and 
806 megahertz, inclusive, as follows: 

"(1) 24 megahertz of that spectrum for public 
safety services according to the terms and condi
tions established by the Commission, in con
sultation with the Secretary of Commerce and 
the Attorney General; and 

"(2) 36 megahertz of that spectrum for com
mercial use to be assigned by competitive bid-
ding pursuant to section 309(j). · 

"(b) ASSIGNMENT.-The Commission shall
"(1) commence assignment of the licenses for 

public safety services created pursuant to sub
section (a) no later than September 30, 1998; and 

"(2) commence competitive bidding for the 
commercial licenses created pursuant to sub
section (a) after January 1, 2001. 

"(c) LICENSING OF UNUSED FREQUENCIES FOR 
PUBLIC SAFETY SERVICES.-

"(1) USE OF UNUSED CHANNELS FOR PUBLIC 
SAFETY SERVICES.-Upon application by an enti
ty seeking to provide public safety services, the 
Commission shall waive any requirement of this 
Act or its regulations implementing this Act 
(other than its regulations regarding harmful 
interference) to the extent necessary to permit 
the use of unassigned frequencies for the provi
sion of public safety services by such entity. An 
application shall be granted under this sub
section if the Commission finds that-

" (A) no other spectrum allocated to public 
safety services is immediately available to sat
isfy the requested public safety service use; 

"(B) the requested use is technically feasible 
without causing harmful interference to other 
spectrum users entitled to protection from such 
interj erence under the Commission's regula
tions; 

"(C) the use of the unassigned frequency for 
the provision of public safety services is con
sistent with other allocations for the provision 
of such services in the geographic area for 
which the application is made; 

"(D) the unassigned frequency was allocated 
for its present use not less than 2 years prior to 
the date on which the application is granted; 
and 

"(E) granting such application is consistent 
with the public interest. 

"(2) APPLICABILITY.-Paragraph (1) shall 
apply to any application to provide public safe
ty services that is pending or filed on or after 
the date of enactment of the Balanced Budget 
Act of 1997. 

"(d) CONDl'l'IONS ON LICENSES.-ln estab
lishing service rules with respect to licenses 
granted pursuant to this section, the Commis
sion-

"(1) shall establish interference limits at the 
boundaries of the spectrum block and service 
area; 

"(2) shall establish any additional technical 
restrictions necessary to protect full-service ana
log television service and digital television serv
ice during a transition to digital television serv
ice· 

,:(3) may permit public safety services licens
ees and commercial licensees-

"( A) to aggregate multiple licenses to create 
larger spectrum blocks and service areas; and 

"(B) to disaggregate or partition licenses to 
create smaller spectrum blocks or service areas; 
and 

"(4) shall establish rules insuring that public 
safety services licensees using spectrum reallo
cated pursuant to subsection (a)(l) shall not be 
subject to harmful interference from television 
broadcast licensees. 

"(e) REMOVAL AND RELOCATION OF INCUM
BENT BROADCAST LICENSEES.-
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"(1) CHANNELS 60 TO 69.-Any person who 

holds a television broadcast license to operate 
between 746 and 806 megahertz may not operate 
at that frequency after the date on which the 
digital television service transition period termi
nates, as determined by the Commission. 

"(2) INCUMBENT QUALIFYING LOW-POWER STA
TIONS.-After making any allocation or assign
ment under this section, the Commission shall 
seek to assure, consistent with the Commission's 
plan for allotments for digital television service, 
that each qualifying low-power television sta
tion is assigned a frequency below 746 mega
hertz to permit the continued operation of such 
station. 

"(f) DEFINITIONs.-For purposes of this sec
tion: 

"(1) PUBLIC SAFETY SERVICES.-The term 'pub
lic safety services' means services-

"( A) the sole or principal purpose of which is 
to protect the safety of life, health, or property; 

"(B) that are provided-
"(i) by State or local government entities; or 
"(ii) by nongovernmental organizations that 

are authorized by a governmental entity whose 
primary mission is the provision of such serv
ices; and 

"(C) that are not made commercially available 
to the public by the provider. 

"(2) QUALIFYING LOW-POWER TELEVISION STA
TJONS.-A station is a qualifying low-power tele
vision station if, during the 90 days preceding 
the date of enactment of the Balanced Budget 
Act of 1997- · 

"(A) such station broadcast a minimum of 18 
hours per day; 

"(B) such station broadcast an average of at 
least 3 hours per week of programming that was 
produced within the market area served by such 
station; and 

"(C) such station was in compliance with the 
requirements applicable to low-power television 
stations.". 
SEC. 3005. FLEXIBLE USE OF ELECTROMAGNETIC 

SPECTRUM. 
Section 303 of the Communications Act of 1934 

(47 U.S.C. 303) is amended by adding at the end 
thereof the following: 

"(y) Have authority to allocate electro
magnetic spectrum so as to provide J1exibility of 
use, if-

"(1) such use is consistent with international 
agreements to which the United States is a 
party; and 

"(2) the Commission finds , after notice and an 
opportunity for public comment, that-

"( A) such an allocation would be in the public 
interest; 

"(B) such use would not deter investment in 
communications services and systems, or tech
nology development; and 

" (C) such use would not result in harmful in
terference among users.". 
SEC. 3006. UNIVERSAL SERVICE FUND PAYMENT 

SCHEDULE. 
(a) APPROPRIATIONS TO THE UNIVERSAL SERV

ICE FUND.-
(1) APPROPRJATION.-There is hereby appro

priated to the Commission $3,000,000,000 in fiscal 
year 2001, which shall be disbursed on October 
1, 2000, to the Administrator of the Federal uni
versal service support programs established pur
suant to section 254 of the Communications Act 
of 1934 (47 U.S.C. 254), and which may be ex
pended by the Administrator in support of such 
programs as provided pursuant to the rules im
plementing that section. 

(2) RETURN TO TREASURY.-The Administrator 
shall transfer $3,000,000,000 from the funds col
lected for such support programs to the General 
Fund of the Treasury on October 1, 2001. 

(b) FEE ADIUSTMENTS.-The Commission shall 
direct the Administrator to adjust payments by 
telecommunications carriers and other providers 

of interstate telecommunications so that the 
$3,000,000,000 of the total payments by such car
riers or providers to the Administrator for fiscal 
year 2001 shall be def erred until October 1, 2001. 

(c) PRESERVATION OF AUTHORITY.-Nothing in 
this section shall affect the Administrator's au
thority to determine the amounts that should be 
expended for universal service support programs 
pursuant to section 254 of the Communications 
Act of 1934 and the rules implementing that sec
tion. 

(d) DEFJNITION.-For purposes of this section, 
the term "Administrator" means the Adminis
trator designated by the Federal Communica
tions Commission to administer Federal uni
versal service support programs pursuant to sec
tion 254 of the Communications Act of 1934. 
SEC. 3007. DEADLINE FOR COLLECTION. 

The Commission shall conduct the competitive 
bidding required under this title or the amend
ments made by this title in a manner that en
sures that all proceeds of such bidding are de
posited in accordance with section 309(j)(8) of 
the Communications Act of 1934 not later than 
September 30, 2002. 
SEC. 3008. ADMINISTRATIVE PROCEDURES FOR 

SPECTRUM AUCTIONS. 
Notwithstanding section 309(b) of the Commu

nications Act of 1934 (47 U.S.C. 309(b)), no ap
plication for an instrument of authorization for 
frequencies assigned under this title (or amend
ments made by this title) shall be granted by the 
Commission earlier than 7 days fallowing 
issuance of public notice by the Commission of 
the acceptance for filing of such application or 
of any substantial amendment thereto. Notwith
standing section 309(d)(l) of such Act (47 U.S.C. 
309(d)(l)), the Commission may specify a period 
(no less than 5 days fallowing issuance of such 
public notice) for the filing of petitions to deny 
any application for an instrument of authoriza
tion for such frequencies. 

TITLE IV-MEDICARE, MEDICAID, AND 
CH/WREN'S HEALTH PROVISIONS 

SEC. 4000. AMENDMENTS TO SOCIAL SECURITY 
ACT AND REFERENCES TO OBRA; 
TABLE OF CONTENTS OF TITLE. 

(a) AMENDMENTS TO SOCIAL SECURITY ACT.
Except as otherwise specifically provided, when
ever in this title an amendment is expressed in 
terms of an amendment to or repeal of a section 
or other provision, the reference shall be consid
ered to be made to that section or other provi
sion of the Social Security Act. 

(b) REFERENCES TO OBRA.-ln this title, the 
terms "OBRA-1986", "OBRA-1987", "OBRA-
1989", OBRA-1990", and "OBRA-1993" refer to 
the Omnibus Budget Reconciliation Act of 1986 
(Public Law 99-509), the Omnibus Budget Rec
onciliation Act of 1987 (Public Law 100-203), the 
Omnibus Budget Reconciliation Act of 1989 
(Public Law 101- 239), the Omnibus Budget Rec
onciliation Act of 1990 (Public Law 101-508), 
and the Omnibus Budget Reconciliation Act of 
1993 (Public Law 103-66), respectively. 

(c) TABLE OF CONTENTS OF TITLE.-The table 
of contents of this title is as follows: 
Sec. 4000. Amendments to Social Security Act 

and references to OBRA; table of 
contents of title. 

Subtitle A-Medicare+Choice Program 
CHAPTER 1- MEDICARE+CHOICE PROGRAM 

SUBCHAPTER A-MEDJCARE+CHOICE PROGRAM 
Sec. 4001. Establishment of Medicare+Choice 

Program. 
" PART C-MEDICARE+CHOICE PROGRAM 

"Sec. 1851. Eligibility, election, and enrollment. 
"Sec. 1852. Benefits and beneficiary protections. 
"Sec. 1853. Payments to Medicare+Choice orga-

nizations. 
''Sec. 1854. Premiums. 

''Sec. 1855. Organizational and financial re
quirements for Medicare+Choice 
organizations; provider-sponsored 
organizations. 

''Sec. 1856. Establishment of standards. 
"Sec. 1857. Contracts with Medicare+Choice or

ganizations. 
"Sec. 1859. Definitions; miscellaneous provi

sions. 
Sec. 4002. Transitional rules for current medi

care HMO program. 
Sec. 4003. Conf arming changes in medigap 

program. 
SUBCHAPTER B- SPECIAL RULES FOR 

MEDJCARE+CHOICE MEDICAL SAVINGS ACCOUNTS 
Sec. 4006. Medicare+Choice MSA. 

CHAPTER 2-DEMONSTRATIONS 
SUBCHAPTER A- MEDICARE+CHOICE COMPETITIVE 

PRICING DEMONSTRATION PROJECT 
" Sec. 4011. Medicare prepaid competitive pric

ing demonstration project. 
"Sec. 4012. Administration through the Office 

of Competition; advisory committee. 
" Sec. 4013. Project design based on FEHBP 

competitive bidding model. 
SUBCHAPTER B-SOCIAL HEALTH MAINTENANCE 

ORGANIZATIONS 
"Sec. 4014. Social health maintenance organi

zations (SHMOs.) 
SUBCHAPTER C-MEDICARE SUBDIVISION DEM

ONSTRATION PROJECT FOR MILITARY RETIREES 
" Sec. 4015. Medicare subvention demonstra

tion project for military retirees . 
SUBCHAPTER D- OTHER PROJECTS 

"Sec. 4016. Medicare coordinated care dem
onstration project. 

"Sec. 4017. Orderly transition of municipal 
health service demonstration projects. 

"Sec. 4018. Medicare enrollment demonstra
tion project. 

" Sec. 4019. Extension of certain medicare com
munity nursing organization demonstra
tion projects. 

CHAPTER 3- COMMISSIONS 
"Sec. 4021. National Bipartisan Commission 

on the Future of Medicare. 
"Sec. 4022. Medicare Payment Advisory Com

mission. 
CHAPTER 4-MEDIGAP PROTECTIONS 

"Sec. 4031. Medigap protections. 
"Sec. 4032 . . Addition of high deductible 

medigap policies. 
CHAPTER 5-TAX TREATMENT OF HOSPITALS 

PARTICIPATING IN PROVIDER-SPONSORED OR
GANIZATIONS 
"Sec. 4041. Tax treatment of hospitals which 

participate in provider-sponsored organi
zations. 

Subtitle B-Prevention Initiatives 
"Sec. 4101. Screening mammography. 
" Sec. 4102. Screening pap smear and pelvic 

exams. 
"Sec. 4103. Prostate cancer screening tests. 
"Sec. 4104. Coverage of colorectal screening. 
"Sec. 4105. Diabetes self-management benefits. 
" Sec. 4106. Standardization of medicare cov-

erage ·of bone mass measurements. 
"Sec. 4107. Vaccines outreach expansion. 
"Sec. 4108. Study on preventive and enhanced 

benefits. 
Subtitle C-Rural Initiatives 

"Sec. 4201. Medicare rural hospital j1exibility 
program. 

"Sec. 4202. Prohibiting denial of request by 
rural referral centers for reclassification 
on basis of comparability of wages. 

"Sec. 4203. Hospital geographic reclassifica
tion permitted for purposes of dispropor
tionate share payment adjustments. 

"Sec. 4204. Medicare-dependent, small rural 
hospital payment extension. 

Sec. 4205. Rural health clinic services. 
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Sec. 4206. Medicare reimbursement for telehealth 

services. 
Sec. 4207. Informatics, telemedicine, and edu

cation demonstration project. 
Subtitle D- Anti-Fraud and Abuse Provisions 

and Improvements in Protecting Program In
tegrity 

CHAPTER I-REVISIONS TO SANCTIONS FOR 
FRAUD AND ABUSE 

Sec. 4301. Permanent exclusion for those con
victed of 3 health care related 
crimes. 

Sec. 4302. Authority to refuse to enter into medi
care agreements with individuals 
or entities convicted off elonies. 

Sec. 4303. Exclusion of entity controlled by fam
ily member of a sanctioned indi
vidual. 

Sec. 4304. Imposition of civil money penalties. 
CHAPTER 2-IMPROVEMENTS IN PROTECTING 

PROGRAM INTEGRITY 
Sec. 4311. Improving information to medicare 

beneficiaries. 
Sec. 4312. Disclosure of information and surety 

bonds. 
Sec. 4313. Provision of certain identification 

numbers. 
Sec. 4314. Advisory opinions regarding certain 

physician self-referral provisions. 
Sec. 4315. Replacement of reasonable charge 

methodology by fee schedules. 
Sec. 4316. Application of inherent reasonable

ness to all part B services other 
than physicians' services. 

Sec. 4317. Requirement to furnish diagnostic in
formation. 

Sec. 4318. Report by GAO on operation of fraud 
and abuse control program. 

Sec. 4319. Competitive bidding demonstration 
projects. 

Sec. 4320. Prohibiting unnecessary and wasteful 
medicare payments for certain 
items. 

Sec. 4321. Nondiscrimination in post-hospital re
ferral to home health agencies 
and other entities. 

CHAPTER 3-CLARIFICATIONS AND TECHNICAL 
CHANGES 

Sec. 4331. Other fraud and abuse related provi
sions. 

Subtitle E-Provisions Relating to Part A Only 
CHAPTER 1-PAYMENT OF PPS HOSPITALS 

Sec. 440I. PPS hospital payment update. 
Sec. 4402. Maintaining savings from temporary 

reduction in capital payments for 
PPS hospitals. 

Sec. 4403. Disproportionate share. 
Sec. 4404. Medicare capital asset sales price 

equal to book value. 
Sec. 4405. Elimination of !ME and DSH pay

ments attributable to outlier pay
ments. 

Sec. 4406. Increase base payment rate to Puerto 
Rico hospitals. 

Sec. 4407. Certain hospital discharges to post 
acute care. 

Sec. 4408. Reclassification of certain counties as 
large urban areas under medicare 
program. 

Sec. 4409. Geographic reclassification for certain 
disproportionately large hospitals. 

Sec. 4410. Floor on area wage index. 
CHAPTER 2-PAYMENT OF PPS-EXEMPT 

HOSPITALS 
SUBCHAPTER A-{;ENERAL PAYMENT PROVISIONS 

Sec. 4411. Payment update. 
Sec. 44I2. Reductions to capital payments for 

certain PPS-exempt hospitals and 
units. 

Sec. 4413. Rebasing. 
Sec. 4414. Cap on TEFRA limits. 

Sec. 4415. Bonus and relief payments. 
Sec. 4416. Change in payment and target 

amount for new providers. 
Sec. 4417. Treatment of certain long-term care 

hospitals. 
Sec. 4418. Treatment of certain cancer hospitals. 
Sec. 4419. Elimination of exemptions for certain 

hospitals. 
SUBCHAPTER B-PROSPECTIVE PAYMENT SYSTEM 

FOR PPS-EXEMPT HOSPITALS 
Sec. 4421. Prospective payment for inpatient re

habilitation hospital services. 
Sec. 4422. Development of proposal on payments 

for long-term care hospitals. 
CHAPTER 3-P A YMENT FOR SKILLED NURSING 

FACILITIES 

Sec. 4431. Extension of cost limits. 
Sec. 4432. Prospective payment for skilled nurs

ing facility services. 
CHAPTER 4-PROVISIONS RELATED TO HOSPICE 

SERVICES 
Sec. 4441. Payments for hospice services. 
Sec. 4442. Payment for home hospice care based 

on location where care is fur
nished. 

Sec. 4443. Hospice care benefits periods. 
Sec. 4444. Other items and services included in 

hospice care. 
Sec. 4445. Contracting with independent physi

cians or physician groups for hos
pice care services permitted. 

Sec. 4446. Wavier of certain staffing require
ments for hospice care programs 
in nonurbanized areas. 

Sec. 4447. Limitation on liability of beneficiaries 
for certain hospice coverage deni
als. 

Sec. 4448. Extending the period for physician 
certification of an individual's 
terminal illness. 

Sec. 4449. Effective date. 
CHAPTER 5-0THER PAYMENT PROVISIONS 

Sec. 445I. Reductions in payments for enrollee 
bad debt. 

Sec. 4452. Permanent extension of hemophilia 
pass-through payment. 

Sec. 4453. Reduction in part A medicare pre
mium for certain public retirees. 

Sec. 4454. Coverage of services .in religious non
medical health care institutions 
under the medicare and medicaid 
programs. 

Subtitle F-Provisions Relating to Part B Only 
CHAPTER I-SERVICES OF HEALTH 

PROFESSIONALS 
SUBCHAPTER A-PHYSICIANS' SERVICES 

Sec. 4501. Establishment of single conversion 
factor for 1998. 

Sec. 4502. Establishing update to conversion fac
tor to match spending under sus
tainable growth rate. 

Sec. 4503. Replacement of volume performance 
standard with sustainable growth 
rate. 

Sec. 4504. Payment rules for anesthesia services. 
Sec. 4505. Implementation of resource-based 

methodologies. 
Sec. 4506. Dissemination of information on high 

per discharge relative values for 
in-hopsital physicians' services. 

Sec. 4507. Use of private contracts by medicare 
beneficiaries. 

SUBCHAPTER B-OTHER HEALTH CARE 
PROFESSIONALS 

Sec. 4511. Increased medicare reimbursement 
For nurse practitioners and clin
ical nurse specialists. 

Sec. 4512. Increase medicare reimbursement for 
physician assistants. 

Sec. 4513. No x-ray required for chiropractic 
services. 

CHAPTER 2-PAYMENT FOR HOSPITAL 
OUTPATIENT DEPARTMENT SERVICES 

Sec. 4521. Elimination of formula-driven over
. payments (FDO) for certain out 
patient hospital services. 

Sec. 4522. Extension of reductions in payments 
for costs of hospital O'/.!,tpatient 
services. 

Sec. 4523. Prospective payment system for hos
pital outpatient department serv
ices. 

CHAPTER 3-AMBULANCE SERVICES 
Sec. 453I. Payments for ambulance services. 
Sec. 4532. Demonstration of coverage of ambu

lance services under medicare 
through contracts with units of 
local government. 

CHAPTER 4-PROSPECTIVE PAYMENT FOR 
OUTPATIENT REHABILITATION SERVICES 

Sec. 4541. Prospective payment for outpatient 
rehabilitation services. 

CHAPTER 5-0THER PAYMENT PROVISIONS 
Sec. 4551. Payments for durable medical equip

ment. 
Sec. 4552. Oxygen and oxygen equipment. 
Sec. 4553. Reduction in updates to payment 

amounts for clinical diagnostic 
laboratory tests; study on labora
tory tests. 

Sec. 4554. Improvements in administration of 
laboratory tests benefit. 

Sec. 4555. Updates for ambulatory surgical 
services. 

Sec. 4556. Reimbursement for drugs and 
biologicals. 

Sec. 4557. Coverage of oral anti-nausea drugs 
under chemotherapeutic regimen. 

Sec. 4558. Renal dialysis-related services. 
Sec. 4559. Temporary coverage restoration for 

portable electrocardiogram trans
portation. 

CHAPTER 6-PART B PREMIUM AND RELATED 
PROVISIONS 

SUBCHAPTER A-DETERMINATION OF PART B 
PREMIUM AMOUNT 

Sec. 4571. Part B premium. 
SUBCHAPTER B-OTHER PROVISIONS RELATED TO 

PART B PREMIUM 
Sec. 458I. Protection under the medicare pro

gram for disabled workers who 
lost benefits under a group health 
plan. 

Sec. 4582. Government entities eligible to elect 
to pay part B premiums for eligi
ble individuals. 

Subtitle G- Provisions Relating to Parts A and 
B 

CHAPTER I-HOME HEALTH SERVICES AND 
BENEFITS 

SUBCHAPER A-PAYMENTS FOR HOME HEALTH 
SERVICES 

Sec. 460I. Recapturing savings resulting from 
temporary freeze on payment in
creases for home health services. 

Sec. 4602. Interim payments for home health 
services. 

Sec. 4603. Prospective payment for home health 
services. 

Sec. 4604. Payment based on location where 
home health service is furnished. 

SUBCHAPTER B-HOME HEALTH BENEFITS 
Sec. 4611. Modification of part A home health 

benefit for individuals enrolled 
under part B. 

Sec. 46I2. Clarification of part-time or intermit
tent nursing care. 

Sec. 4613. Study on definition of homebound. 
Sec. 4614. Normative standards for home health 

claims denials. 
Sec. 4615. No home health benefits based solely 

on drawing blood . . 
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Sec. 4616. Reports to Congress regarding home 

health cost containment. 
CHAPTER 2-GRADUATE MEDICAL EDUCATION 

SUBCHAPTER A-INDIRECT MEDICAL EDUCATION 
Sec. 4621. Indirect graduate medical education 

payments. 
Sec. 4622. Payment to hospitals of indirect 

medical education costs for 
Medicare+Choice enrollees. 

SllBCHAPTER B-DIRECT GRADUATE MEDICAL 
EDUCATION 

Sec. 4623. Limitation on number of residents 
and rolling average FTE count. 

Sec. 4624. Payments to hospitals for direct costs 
of graduate medical education of 
Medicare+Choice enrollees. 

Sec. 4625. Permitting payment to nonhospital 
providers. 

Sec. 4626. Incentive payments under plans for 
voluntary reduction in number of 
residents. 

Sec. 4627. Medicare special reimbursement rule 
for primary care combined resi
dency programs. 

Sec. 4628. Demonstration project on use of con
sortia. 

Sec. 4629. Recommendations on long-term poli
cies regarding teaching hospitals 
and graduate medical education. 

Sec. 4630. Study of hospital overhead and su
pervisory physician components 
of direct medical education costs. 

CHAPTER 3-PROVISIONS RELATING TO MEDICARE 
SECONDARY PAYER 

Sec. 4631. Permanent extension and revision of 
certain secondary payer provi
sions. 

Sec. 4632. Clarification of time and filing limi
tations. 

Sec. 4633. Permitting recovery against third 
party administrators. 

CHAPTER 4-0THER PROVISIONS 
Sec. 4641. Placement of advance directive in 

medical record. 
Sec. 4642. Increased certification period for cer

tain organ procurement organiza
tions. 

Sec. 4643. Office of the Chief Actuary in the 
Health Care Financing Adminis
tration. 

Sec. 4644. Conforming amendments to comply 
with congressional review of 
agency rulemaking. 
Subtitle H-Medicaid 

CHAPTER 1-MANAGED CARE . 
Sec. 4701. State option of using managed care; 

change in terminology. 
Sec. 4702. Primary care case management serv

ices at State option without need 
for waiver. 

Sec. 4703. Elimination of 75:25 restriction on 
risk contracts. 

Sec. 4704 Increased beneficiary protections. 
Sec. 4705. Quality assurance standards. 
Sec. 4706. Solvency standards. 
Sec. 4707. Projections against fraud and abuse. 
Sec. 4708. Improve administration. 
Sec. 4709. 6-month guaranteed eligibility for all 

individuals enrolled in managed 
care. 

Sec. 4710. Effective dates. 
CHAPTER 2-FLEXIBILITY IN PAYMENT OF 

PROVIDERS 
Sec. 4711. Flexibility in payment methods for 

hospital, nursing facility, !CF! 
MR, and home health services. 

Sec. 4712. Payment for center and clinic serv
ices. 

Sec. 4713. Elimination of obstetrical and pedi
atric payment rate requirements. 

Sec. 4714. Medicaid payment rates for certain 
medicare cost-sharing. 

Sec. 4715. Treatment,, of veterans' pensions 
under medicaid. 

CHAPTER 3-FEDERAL PAYMENTS TO STATES 
Sec. 4721. Reforming disproportionate share 

payments under State medicaid 
programs. 

Sec. 4722. Treatment of State taxes imposed on 
certain hospitals. 

Sec. 4723. Additional funding for State emer
gency health services furnished to 
undocumented aliens. 

Sec. 4724. Elimination of waste, fraud, and 
abuse. 

Sec. 4725. Increased FMAPs. 
Sec. 4726. Increase in payment limitation for 

territories. 
CHAPTER 4-ELIGIBILJTY 

Sec. 473.l. State option of continuous eligibility 
for 12 months; clarification of 
State option to cover children. 

Sec. 4732. Payment of part B premiums. 
Sec. 4733. State option to permit workers with 

disabilities to buy into medicaid. 
Sec. 4734. Penalty for fraudulent eligibility. 
Sec. 4735. Treatment of certain settlement pay

ments. 
CHAPTER 5- BENEFITS 

Sec. 4741. Elimination of requirement to pay 
for private insurance. 

Sec. 4742. Physician qualification require
ments. 

Sec. 4743. Elimination of requirement of prior 
institutionalization with respect 
to habilitation services furnished 
under a waiver for home or com
munity-based services. 

Sec. 4744. Study and report on EPSDT benefit. 
CHAPTER 6-ADMINISTRATION AND 

MISCELLANEOUS 
Sec. 4751. Elimination of duplicative inspection 

of care requirements for !CFS/MR 
and mental hospitals. 

Sec. 4752. Alternative sanctions for noncompli
ant ICFSIMR. 

Sec. 4753. Modification of MMIS requirements. 
Sec. 4754. ·Facilitating imposition of State alter

native remedies on non-compliant 
nursing facilities. 

Sec. 4755. Removal of name from nurse aide 
registry. 

Sec. 4756. Medically accepted indication. 
Sec. 4757. Continuation of State-wide section 

1115 medicaid waivers. 
Sec. 4758. Extension of moratorium. 
Sec. 4759. Extension of effective date for State 

law amendment. 
Subtitle I-Programs of All-Inclusive Care for 

the Elderly (PACE) 
Sec. 480.l. Coverage of PACE under the medi

care program. 
Sec. 4802. Establishment of PACE program as 

medicaid State option. 
Sec. 4803. EJfective date; transition. 
Sec. 4804. Study and reports. 

Subtitle I-State Children's Health Insurance 
Program 

CHAPTER 1-STATE CHILDREN'S HEALTH 
INSURANCE PROGRAM 

Sec. 4901. Establishment of program. 
"TITLE XXI-STATE CHILDREN'S HEALTH 

INSURANCE PROGRAM 
Sec. 2101. Purpose; State child health plans. 
Sec. 2102. General contents of State child 

health plan; eligibility; outreach. 
Sec. 2103. Coverage requirements for children's 

health insurance. 
Sec. 2104. Allotments. 
Sec. 2105. Payments to States. 
Sec. 2106. Process for submission, approval, 

and amendment of State child 
health plans. 

Sec. 2107. Strategic objectives and performance 
goals; plan administration. 

Sec. 2108. Annual reports; evaluations. 
Sec. 2109. Miscellaneous provisions. 
Sec. 2110. Definitions. 
CHAPTER 2-EXPANDED COVERAGE OF CHILDREN 

UNDER MEDICAID 
Sec. 4911. Optional use of State child health 

assistance funds for enhanced 
medicaid match for expanded 
medicaid eligibility. 

Sec. 4912. Medicaid presumptive eligibility for 
low-income children. 

Sec. 4913. Continuation of medicaid eligibility 
for disabled children who lose SS! 
benefits. 

CHAPTER 3-DIABETES GRANT PROGRAMS 
Sec. 4921. Special diabetes programs for chil

dren with Type I diabetes. 
Sec. 4922. Special diabetes programs for Indi

ans. 
Sec. 4923. Report on diabetes grant programs. 

Subtitle A-Medicare+Choice Program 
CHAPTER 1-MEDJCARE+CHOICE 

PROGRAM 
Subchapter A-Medicare+ Choice Program 

SEC. 4001. ESTABLISHMENT OF MEDICARE+ 
CHOICE PROGRAM. 

Title XVIII is amended by redesignating part 
C as part D and by inserting after part B the 
following new part: 

"PART C-MEDICARE+CHOICE PROGRAM 
"ELIGIBILITY, ELECTION, AND ENROLLMENT 

"SEC. 1851. (a) CHOICE OF MEDICARE BENEFITS 
THROUGH MEDICARE+ CHO ICE PLANS.-

"(1) IN GENERAL.-Subject to the provisions of 
this section, each Medicare+Choice eligible indi
vidual (as defined in paragraph (3)) is entitled 
to elect to receive benefits under this title-

"( A) through the original medicare fee-for
service program under parts A and B, or 

"(B) through enrollment in a Medicare+ 
Choice plan under this part. 

"(2) TYPES OF MEDICARE+CHOICE PLANS THAT 
MAY BE AVAILABLE.-A Medicare+Choice plan 
may be any of the following types of plans of 
health insurance: 

"(A) COORDINATED CARE PLANS.-Coordinated 
care plans which provide health care services, 
including but not limited to health maintenance 
organization plans (with or without point of 
service options), plans offered by provider-spon
sored organizations (as defined in section 
1855(d)), and preferred provider organization 
plans. 

"(B) COMBINATION OF MSA PLAN AND CON
TRIBUTIONS TO MEDICARE+CHOICE MSA.-An 
MSA plan, as defined in section 1859(b)(3), and 
a contribution into a Medicare+Choice medical 
savings account (MSA). 

"(C) PRIVATE FEE-FOR-SERVICE PLANS.-A 
Medicare+ Choice private fee-for-service plan, as 
defined in section 1859(b)(2). 

"(3) MEDICARE+CHOICE ELIGIBLE INDI-
VIDUAL.-

"(A) IN GENERAL.-ln this title, subject to sub
paragraph (B), the term 'Medicare+Choice eligi
ble individual' means an individual who is enti
tled to benefits under part A and enrolled under 
part B. 

"(B) SPECIAL RULE FOR END-STAGE RENAL DIS
EASE.-Such term shall not include an indi
vidual medically determined to have end-stage 
renal disease, except that an individual who de
velops end-stage renal disease while enrolled in 
a Medicare+Choice plan may continue to be en
rolled in that plan. 

"(b) SPECIAL RULES.-
"(1) RESIDENCE REQUIREMENT.-
"( A) IN GENERAL.-Except as the Secretary 

may otherwise provide, an individual is eligible 
to elect a Medicare+Choice plan offered by a 
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Medicare+Choice organization only if the plan 
serves the geographic area in which the indi
vidual resides. 

"(B) CONTINUATION OF ENROLLMENT PER
MITTED.-Pursuant to rules specified by the Sec
retary, the Secretary shall provide that a plan 
may off er to all individuals residing in a geo
graphic area the option to continue enrollment 
in the plan, notwithstanding that the individual 
no longer resides in the service area of the plan, 
so long as the plan provides that individuals ex
ercising this option have, as part of the basic 
benefits described in section 1852(a)(J)(A), rea
sonable access within that geographic area to 
the full range of basic benefits, subject to rea
sonable cost sharing liability in obtaining such 
benefits. 

"(2) SPECIAL RULE FOR CERTAIN INDIVIDUALS 
COVERED UNDER FEHBP OR ELIGIBLE FOR VET
ERANS OR MILITARY HEALTH BENEFITS, VET
ERANS.-

"(A) FEHBP.-An individual who is enrolled 
in a health benefit plan under chapter 89 of title 
5, United States Code, is not eligible to enroll in 
an MSA plan until such time as the Director of 
the Office of Management and Budget certifies 
to the Secretary that the Office of Personnel 
Management has adopted policies which will en
sure that the enrollment of such indiv·iduals in 
such plans will not result in increased expendi
tures for the Federal Government for health 
benefit plans under such chapter. 

"(B) VA AND DOD.-The Secretary may apply 
rules similar to the rules described in subpara
graph (A) in the case of individuals who are eli
gible for health care benefits under chapter 55 of 
title 10, United States Code, or under chapter 17 
of title 38 of such Code. 

"(3) LIMITATION ON ELIGIBILITY OF QUALIFIED 
MEDICARE BENEFICIARIES AND OTHER MEDICAID 
BENEFICIARIES TO ENROLL TN AN MSA PLAN.-An 
individual who is a qualified medicare bene
ficiary (as defined in section 1905(p)(l)) , a quali
fied disabled and working individual (described 
in section 1905(s)), an individual described in 
section 1902(a)(10)(E)(iii), or otherwise entitled 
to medicare cost-sharing under a State plan 
under title XIX is not eligible to enroll in an 
MSA plan. 

"(4) COVERAGE UNDER MSA PLANS ON A DEM
ONSTRATION BASIS.-

"(A) IN GENERAL.-An individual is not eligi
ble to enroll in an MSA plan under this part

"(i) on or after January 1, 2003, unless the en
rollment is the continuation of such an enroll
ment in effect as of such date; or 

"(ii) as of any date if the number of such indi
viduals so enrolled as of such date has reached 
390,000. 
Under rules established by the Secretary, an in
dividual is not eligible to enroll (or continue en
rollment) in an MSA plan for a year unless the 
individual provides assurances satisfactory to 
the Secretary that the individual will reside in 
the United States for at least 183 days during 
the year. 

"(B) EVALUATION.-The Secretary shall regu
larly evaluate the impact of permitting enroll
ment in MSA plans under this part on selection 
(including adverse selection), use of preventive 
care, access to care, and the financial status of 
the Trust Funds under this title. 

"(C) REPORTS.-The Secretary shall submit to 
Congress periodic reports on the numbers of in
dividuals enrolled in such plans and on the 
evaluation being conducted under subparagraph 
(B). The Secretary shall submit such a report, 
by not later than March 1, 2002, on whether the 
time limitation under subparagraph (A)(i) 
should be extended or removed and whether to 
change the numerical limitation under subpara
graph (A)( ii). 

"(c) PROCESS FOR EXERCISING CHOICE.-
"(1) IN GENERAL.- The Secretary shall estab

lish a process through which elections described 

in subsectton (a) are made and changed, includ
ing the form and manner in which such elec
tions are made and changed. Such elections 
shall be made or changed only during coverage 
election periods specified under subsection (e) 
and shall become effective as provided in sub
section (f). 

"(2) COORDINATION THROUGH 
MEDICARE+CHOICE ORGANIZATIONS.-

"( A) ENROLLMENT.-Such process shall permit 
an individual who wishes to elect a 
Medicare+Choice plan offered by a 
Medicare+Choice organization to make such 
election through the filing of an appropriate 
election form with the organization. 

" (B) DISENROLLMENT.-Such process shall 
permit an individual, who has elected a 
Medicare+Choice plan offered by a 
Medicare+Choice organization and who wishes 
to terminate such election, to terminate such 
election through the filing of an appropriate 
election form with the organization. 

" (3) DEFAULT.-
"(A) INITIAL ELECTION.-
"(i) IN GENERAL.-Subject to clause (ii), an in

dividual who fails to make an election during 
an initial election period under subsection (e)(l) 
is deemed to have chosen the original medicare 
fee-for-service program option. 

"(ii) SEAMLESS CONTINUATION OF COVERAGE.
The Secretary may establish procedures under 
which an individual who is enrolled in a health 
plan (other than Medicare+Choice plan) offered 
by a Medicare+Choice organization at the time 
of the initial election period and who fails to 
elect to receive coverage other than through the 
organization is deemed to have elected the 
Medicare+Choice plan offered by the organiza
tion (or, if the organization offers more than 
one such plan, such plan or plans as the Sec
retary identifies under such procedures). 

"(B) CONTINUING PERTODS.-An individual 
who has made (or is deemed to have made) an 
election under this section is considered to have 
continued to make such election until such time 
as-

" ( i) the individual changes the election under 
this section, or 

"(ii) the Medicare+Choice plan with respect to 
which such election is in effect is discontinued 
or, subject to subsection (b)(l)(B), no longer 
serves the area in which the individual resides. 

"(d) PROVIDING INFORMATION TO PROMOTE 
INFORMED CHOICE.-

"(1) IN GENERAL.-The Secretary shall provide 
for activities under this subsection to broadly 
disseminate information to medicare bene
ficiaries (and prospective medicare beneficiaries) 
on the coverage options provided under this sec
tion in order to promote an active, inf armed se
lection among such options. 

"(2) PROVISION OF NOTICE.-
"(A) OPEN SEASON NOTIFICATION.-At least 15 

days before the beginning of each annual, co
ordinated election period (as defined in sub
section (e)(3)(B)), the Secretary shall mail to 
each Medicare+Choice eligible individual resid
ing in an area the following: 

"(i) GENERAL INFORMATION.-The general in
formation described in paragraph (3). 

"(ii) LIST OF PLANS AND COMPARISON OF PLAN 
OPTIONS.-A list identifying the 
Medicare+Choice plans that are (or will be) 
available to residents of the area and informa
tion described in paragraph ( 4) concerning such 
plans. Such information shall be presented in a 
comparative form. 

"(iii) ADDITIONAL INFORMATION.- Any other 
information that the Secretary determines will 
assist the individual in making the election 
under this section. 
The mailing of such information shall be coordi
nated, to the extent practicable, with the mail
ing of any annual notice under section 1804. 

"(B) NOTIFICATION TO NEWLY ELIGIBLE 
MEDICARE+CHOICE ELIGIBLE INDIVIDUALS.-To 
the extent practicable, the Secretary shall, not 
later than 30 days before the beginning of the 
initial Medicare+Choice enrollment period for 
an individual described in subsection (e)(l), mail 
to the individual the information described in 
subparagraph (A). 

"(C) FORM.-The information disseminated 
under this paragraph shall be written and for
matted using language that is easily under
standable by medicare beneficiaries. 

"(D) PERIODIC UPDATING.-The information 
described in subparagraph (A) shall be updated 
on at least an annual basis to reflect changes in 
the availability of Medicare+Choice plans and 
the benefits and Medicare+Choice monthly basic 
and supplemental beneficiary premiums for such 
plans. 

"(3) GENERAL INFORMATJON.-General infor
mation under this paragraph, with respect to 
coverage under this part during a year, shall in
clude the following: 

"(A) BENEFITS UNDER ORIGINAL MEDICARE 
FEE-FOR-SERVICE PROGRAM OPTION.- A general 
description of the benefits covered under the 
original medicare fee-for-service program under 
parts A and B, including-

"(i) covered items and services, 
"(ii) beneficiary cost sharing, such as . 

deductibles, coinsurance, and copayment 
amounts, and 

"(iii) any beneficiary liability for balance bill
ing. 

"(B) ELECTION PROCEDURES.-lnf ormation 
and instructions on how to exercise election op
tions under this section. 

"(C) RIGHTS.-A general description of proce
dural rights (including grievance and appeals 
procedures) of beneficiaries under the original 
medicare fee-for-service program and the 
Medicare+Choice program and the right to be 
protected against discrimination based on 
health status-related factors under section 
1852(b). 

"(D) I NFORMATION ON MEDIGAP AND MEDICARE 
SELECT.-A general description of the benefits, 
enrollment rights, and other requirements appli
cable to medicare supplemental policies under 
section 1882 and provisions relating to medicare 
select policies described in section 1882(t). 

. "(E) POTENTIAL FOR CONTRACT TERMI
NATION.-The fact that a Medicare+Choice or
ganization may terminate its contract, refuse to 
renew its contract, or reduce the service area in
cluded in its contract, under this part, and the 
effect of such a termination, nonrenewal, or 
service area reduction may have on individuals 
enro lled with the Medicare+Choice plan under 
this part. 

"(4) I NFORMATION COMPARING PLAN OP
TIONS.-Inf ormation under this paragraph, with 
respect to a Medicare+Choice plan for a year, 
shall include the fallowing: 

"(A) BENEFITS.-The benefits covered under 
the plan, including the following: 

"(i) Covered items and services beyond those 
provided under the original medicare fee-for
service program. 

"(ii) Any beneficiary cost sharing. 
"(iii) Any maximum limitations on out-of

pocket expenses. 
"(iv) In the case of an MSA plan, differences 

in cost sharing, premiums, and balance billing 
under such a plan compared to under other 
Medicare+Choice plans. 

"(v) In the case of a Medicare+Choice private 
fee-for-service plan, differences in cost sharing, 
premiums, and balance billing under such a 
plan compared to under other Medicare+Choice 
plans. 

"(vi) The extent to which an enrollee may ob
tain benefits through out-of-network health 
care providers. 
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"(vii) The extent to which an enrollee may se·- months during 2002 in which the individual is a 

lect among in-network providers and the types Medicare+Choice eligible individual, a 
of providers participating in the plan's network. Medicare+Choice eligible individual may change 

"(viii) The organization's coverage of emer- the election under subsection (a)(l). 
gency and urgently needed care. "(ii) LIMITATION OF ONE CHANGE.-An indi-

"(B) PREMIUMS.-The Medicare+Choice vidual may exercise the right under clause (i) 
monthly basic beneficiary premium and only once. The limitation under this clause shall 
Medicare+Choice monthly supplemental bene- not apply to changes in elections effected during 
ficiary premium, if any, for the plan or, in the an annual, coordinated election period under 
case of an MSA plan, the Medicare+Choice paragraph (3) or during a special enrollment pe-
monthly MSA premium. riod under the first sentence of paragraph (4). 

"(C) SERVICE AREA.~The service area of the "(C) CONTINUOUS OPEN ENROLLMENT AND 
plan. DISENROLLMENT FOR FIRST 3 MONTHS IN SUBSE-

"(D) QUALITY AND PERFORMANCE.-To the ex- QUENT YEARS.-
tent available, plan quality and performance in- "(i) IN GENERAL-Subject to clause (ii), at 
dicators for the benefits under the plan (and any time during the first 3 months of a year 
how they compare to such indicators under the after 2002, or, if the individual first becomes a 
original medicare fee-for-service program under Medicare+Choice eligible individual during a 
parts A and Bin the area involved), including- year after 2002, during the first 3 months of 

"(i) disenrollment rates for medicare enrollees such year in which the individual is a 
electing to receive benefits through the plan for Medicare+Choice eligible individual, a 
the previous 2 years (excluding disenrollment Medicare+Choice eligible individual may change 
due to death or moving outside the plan's serv- the election under subsection (a)(l). 
ice area), "(ii) LIMITATION OF ONE CHANGE DURING OPEN 

"(ii) information on medicare enrollee satis- ENROLLMENT PERIOD EACH YEAR.-An individual 
faction, may exercise the right under clause (i) only once 

"(iii) information on health outcomes, and during the applicable 3-month period described 
"(iv) the recent record regarding compliance in such clause in each year. The limitation 

of the plan with requirements of this part (as under this clause shall not apply to changes in 
determined by the Secretary). elections effected during an annual, coordinated 

"(E) SUPPLEMENTAL BENEFITS.-Whether the election period under paragraph (3) or during a 
organization offering the plan includes manda- special enrollment period under paragraph (4). 
tory supplemental benefits in its base benefit "(3) ANNUAL, COORDINATED ELECTION PE-

RIOD.-
package or offers optional supplemental benefits "(A) IN GENERAL-Subject to paragraph (5), 
and the terms and conditions (including pre-
miums) for such coverage. each individual who is eligible to make an elec-

"(5) MAINTAINING A TOLL-FREE NUMBER AND tion under this section may change such elec
INTERNET SITE.-The Secretary shall maintain a tion during an annual, coordinated election pe-

riod. 
toll-free number for inquiries regarding "(B) ANNUAL, COORDINATED ELECTION PE-
Medicare+Choice options and the operation of . RIOD.-For purposes of this section, the term 
this part in all areas in which Medicare+Choice 'annual, coordinated election period' means, 
plans are offered and an Internet site through with respect to a calendar year (beginning with 
which individuals may electronically obtain in- 2000) , the month of November before such year. 
formation on such options and Medicare+Choice "(C) MEDICARE+CHOICE HEALTH INFORMATION 
plans. FAIRS.- In the month of November of each year 

"(6) USE OF NON-FEDERAL ENTITIES.- The Sec- (beginning with 1999), in conjunction with the 
retary may enter into contracts with non-Fed- annual coordinated election period defined in 
eral entities to carry out activities under this subparagraph (B), the Secretary shall provide 
subsection. for a nationally coordinated educational and 

"(7) PROVISION OF INFORMATION.-A publicity campaign to inform Medicare+Choice 
Medicare+Choice organization shall provide the eligible individuals about Medicare+Choice 
Secretary with such information on the organi- plans and the election process provided under 
zation and each Medicare+Choice plan it offers this section. 
as may be required for the preparation of the in- "(D) SPECIAL INFORMATION CAMPAIGN IN 
formation referred to in paragraph (2)(A). 1998.-During November 1998 the Secretary shall 

"(e) COVERAGE ELECTION PERIODS.- provide for an educational and publicity cam-
"(1) INITIAL CHOICE UPON ELJGIBJLJ'l'Y TO paign to inform Medicare+Choice eligible indi

MAKE ELECTION IF MEDICARE+CHOICE PLANS viduals about the availability of 
AVAILABLE TO INDIVIDUAL.-lf, at the time an Medicare+Choice plans, and eligible organiza
individual first becomes entitled to benefits tions with risk-sharing contracts under section 
under part A and enrolled under part B, there 1876, offered in different areas and the election 
is one or more Medicare+Choice plans offered in process provided under this section. 
the area in which the individual resides, the in- "(4) SPECIAL ELECTION PERIODS.-Effective as 
dividual shall make the election under this sec- of January 1, 2002, an individual may dis
tion during a period specified by the Secretary continue an election of a Medicare+Choice plan 
such that if the individual elects a offered by a Medicare+Choice organization 
Medicare+Choice plan during the period, cov- other than during an annual, coordinated elec
erage under the plan becomes effective as of the tion period and make a new election under this 
first date on which the individual may receive section if-
such coverage. "(A) the organization's or plan's certification 

"(2) OPEN ENROLLMENT AND DISENROLLMENT under this part has been terminated or the orga-
OPPORTUNITIES.-Subject to paragraph (5)- nization has terminated or otherwise discon-

"( A) CONTINUOUS OPEN ENROLLMENT AND tinued providing the plan in the area in which 
DISENROLLMENT THROUGH 2001.-At any time the individual resides; 
during 1998, 1999, 2000, and 2001 , a "(B) the individual is no longer eligible to 
Medicare+Choice eligible individual may change elect the plan because of a change in the indi
the election under subsection (a)(l). vidual's place of residence or other change in 

"(B) CONTINUOUS OPEN ENROLLMENT AND circumstances (specified by the Secretary, but 
DISENROLLMENT FOR FIRST 6 MONTHS DURING not including termination of the individual's en-
2002.- rollment on the basis described in clause (i) or 

"(i) IN GENERAL-Subject to clause (ii), at (ii) of subsection (g)(3)(B)); 
any time during the first 6 months of 2002, or, if "(C) the individual demonstrates (in accord
the individual first becomes a Medicare+Choice ance with guidelines established by the Sec
eligible individual during 2002, during the first 6 retary) that-

"(i) the organization offering the plan sub
stantially violated a material provision of the 
organization's contract under this part in rela
tion to the individual (including the failure to 
provide an enrollee on a timely basis medically 
necessary care for which benefits are available 
under the plan or the failure to provide such 
covered care in accordance with applicable 
quality standards); or 

"(ii) the organization (or an agent or other 
entity acting on the organization's behalf) mate
rially misrepresented the plan's provisions in 
marketing the plan to the individual; or 

"(D) the individual meets such other excep
tional conditions as the Secretary may provide. 
Effective as of January 1, 2002, an individual 
who, upon first becoming eligible for benefits 
under part A at age 65, enrolls in a 
Medicare+Choice plan under this part, the indi
vidual may discontinue the election of such 
plan, and elect coverage under the original fee
f or-service plan, at any time during the 12-
month period beginning on the effective date of 
such enrollment. 

"(5) SPECIAL RULES FOR MSA PLANS.-Notwith
standing the preceding provisions of this sub
section, an individual-

"( A) may elect an MSA plan only during
"(i) an initial open enrollment period de

scribed in paragraph (1), 
"(ii) an annual, coordinated election period 

described in paragraph (3)(B), or 
"(iii) the month of November 1998; 
" (B) subject to subparagraph (C), may not 

discontinue an election of an MSA plan except 
during the periods described in clause (ii) or (iii) 
of subparagraph (A) and under the first sen
tence of paragraph (4); and 

"(C) who elects an MSA plan during an an
nual, coordinated election period, and who 
never previously had elected such a plan, may 
revoke such election, in a manner determined by 
the Secretary, by not later than December 15 fol
lowing the date of the election. 

"(6) OPEN ENROLLMENT PERJODS.-Subject to 
paragraph (5), a Medicare+Choice organiza
tion-

"(A) shall accept elections or changes to elec
tions during the initial enrollment periods de
scribed in paragraph (1), during the month of 
November 1998 and each subsequent year (as 
provided in paragraph (3)), and during special 
election periods described in the first sentence of 
paragraph (4); and 

"(B) may accept other changes to elections at 
such other times as the organization provides. 

"([) EFFECTIVENESS OF ELECTIONS AND 
CHANGES OF ELECTIONS.-

"(1) DURING INITIAL COVERAGE ELECTION PE
RIOD.-An election of coverage made during the 
initial coverage election period under subsection 
(e)(l)(A) shall take effect upon the date the in
dividual becomes entitled to benefits under part 
A and enrolled under part B, except as the Sec
retary may provide (consistent with section 
1838) in order to prevent retroactive coverage. 

"(2) DURING CONTINUOUS OPEN ENROLLMENT 
PERIODS.-An election or change of coverage 
made under subsection (e)(2) shall take effect 
with the first day of the first calendar month 
fallowing the date on which the election is 
made. 

"(3) ANNUAL, COORDINATED ELECTION PE
RIOD.-An election or change of coverage made 
during an annual, coordinated election period 
(as defined in subsection (e)(3)(B)) in a year 
shall take effect as of the first day of the fol
lowing year. 

"(4) OTHER PERIODS.-An election or change 
of coverage made during any other period under 
subsection (e)(4) shall take effect in such man
ner as the Secretary provides in a manner con
sistent (to the extent practicable) with pro
tecting continuity of health benefit coverage. 
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"(g) GUARANTEED ISSUE AND RENEWAL.-
"(1) IN GENERAL-Except as provided in this 

subsection, a Medicare+Choice organization 
shall provide that at any time during which 
elections are accepted under this section with 
respect to a Medicare+Choice plan offered by 
the organization, the organization will accept 
without restrictions individuals who are eligible 
to make such election. 

"(2) PRIORITY.-If the Secretary determines 
that a Medicare+Choice organization, in rela
tion to a Medicare+Choice plan it offers, has a 
capacity limit and the number of 
Medicare+Choice eligible individuals who elect 
the plan under this section exceeds the capacity 
limit, the organization may limit the election of 
individuals of the plan under this section but 
only if priority in election is provided-

"( A) first to such individuals as have elected 
the plan at the time of the determination, and 

"(B) then to other such individuals in such a 
manner that does not discriminate, on a basis 
described in section 1852(b), among the individ
uals (who seek to elect the plan). 
The preceding sentence shall not apply if it 
would result in the enrollment of enro llees sub
stantially nonrepresentative, as determined in 
accordance with regulations of the Secretary, of 
the medicare population in the service area of 
the plan. 

"(3) LIMITATION ON TERMINATION OF ELEC
TION.-

"( A) IN GENERAL-Subject to subparagraph 
(B), a Medicare+Choice organization may not 
for any reason terminate the election of any in
dividual under this section for a 
Medicare+Choice plan it offers. 

"(B) BASIS FOR TERMINATION OF ELECTION.-A 
Medicare+Choice organization may terminate 
an individual's election under this section with 
respect to a Medicare+Choice plan it offers if-

"(i) any Medicare+Choice monthly basic and 
supplemental beneficiary premiums required 
with respect to such plan are not paid on a 
timely basis (consistent with standards under 
section 1856 that provide for a grace period for 
late payment of such premiums) , 

"(ii) the individual has engaged in disruptive 
behavior (as specified in such standards), or 

"(iii) the plan is terminated with respect to all 
individuals under this part in the area in which 
the individual resides. 

"(C) CONSEQUENCE OF TERMINATION.-
"(i) TERMINATIONS FOR CAUSE.-Any indi

vidual whose election is terminated under clause 
(i) or (ii) of subparagraph (B) is deemed to have 
elected the original medicare fee-for-service pro
gram option described in subsection ( a)(l)( A). 

"(ii) TERMINATION BASED ON PLAN TERMI
NATION OR SERVICE AREA REDUCTION.-Any indi
vidual whose election is terminated under sub
paragraph (B)(iii) shall have a special election 
period under subsection ( e)( 4)( A) in which to 
change coverage to coverage under another 
Medicare+Choice plan. Such an individual who 
fails to make an election during such period is 
deemed to have chosen to change coverage to 
the original medicare fee-for-service program op
tion described in subsection (a)(l)( A). 

"(D) ORGANIZATION OBLIGATION WITH RESPECT 
TO ELECTION FORMS.-Pursuant to a contract 
under section 1857, each Medicare+Choice orga
nization receiving an election form under sub
section (c)(2) shall transmit to the Secretary (at 
such time and in such manner as the Secretary 
may specify) a copy of such form or such other 
information respecting the election as the Sec
retary may specify . 

"(h) APPROVAL OF MARKETING MATERIAL AND 
APPLICATION FORMS.-

"(1) SUBMISSION.-No marketing material or 
application form may be distributed by a 
Medicare+Choice organization to (or for the use 
of) Medicare+Choice eligible individuals un
less-

" (A) at least 45 days before the date of dis
tribution the organization has submitted the 
material or form to the Secretary for review, and 

"(B) the Secretary has not disapproved the 
distribution of such material or form. 

"(2) REVIEW.-The standards established 
under section 1856 shall include guidelines for 
the review of any material or form submitted 
and under such guidelines the Secretary shall 
disapprove (or later require the correction of) 
such material or form if the material or form is 
materially inaccurate or misleading or otherwise 
makes a material misrepresentation. 

"(3) DEEMED APPROVAL (1-STOP SHOPPING).
In the case of material or form that is submitted 
under paragraph (1)( A) to the Secretary or a re
gional office of the Department of Health and 
Human Services and the Secretary or the office 
has not disapproved the distribution of mar
keting material or form under paragraph (l)(B) 
with respect to a Medtcare+Choice plan in an 
area, the Secretary is deemed not to have dis
approved such distribution in all other areas 
covered by the plan and organization except 
with regard to that portion of such material or 
form that is specific only to an area involved. 

"(4) PROHIBITION OF CERTAIN MARKETING 
PRACTICES.-Each Medicare+Choice organiza
tion shall conform to fair marketing standards, 
in relation to Medicare+Choice plans offered 
under this part, included in the standards es
tablished under section 1856. Such standards-

"( A) shall not permit a Medicare+Choice or
ganization to provide for cash or other monetary 
rebates as an inducement for enrollment or oth
erwise, and 

"(B) may include a prohibition against a 
Medicare+Choice organization (or agent of such 
an organization) completing any portion of any 
election form used to carry out elections under 
this section on behalf of any individual. 

"(i) EFFECT OF ELECTION OF 
MEDICARE+CHOICE PLAN 0PTION.-

"(1) PAYMENTS TO ORGANIZATIONS.-Subject to 
sections 1852(a)(5), 1853(g), 1853(h), 1886(d)(ll), 
and 1886(h)(3)(D), payments under a contract 
with a Medicare+Choice organization under sec
tion 1853(a) with respect to an individual elect
ing a Medicare+Choice plan offered by the orga
nization · shall be instead of the amounts which 
(in the absence of the contract) would otherwise 
be payable under parts A and B for items and 
services furnished to the individual. 

"(2) ONLY ORGANIZATION ENTITLED TO PAY
MENT.-Subject to sections 1853(e), 1853(g), 
1853(h), 1857(!)(2), and 1886(d)(ll), and 
1886(h)(3)(D), only the Medicare+Choice organi
zation shall be entitled to receive payments from 
the Secretary under this title for services fur
nished to the individual . 

"BENEFITS AND BENEFICIARY PROTECTIONS 
"SEC. 1852. (a) BASIC BENEFITS.-
"(1) IN GENERAL-Except as provided in sec

tion 1859(b)(3) for MSA plans, each 
Medicare+Choice plan shall provide to members 
enrolled under this part, through providers and 
other persons that meet the applicable require
ments of this title and part A of title XI-

"( A) those items and services (other than hos
pice care) for which benefits are available under 
parts A and B to individuals residing in the 
area served by the plan, and 

"(B) additional benefits required under sec
tion 1854(f)(l)( A). 

"(2) SATISFACTION OF REQUIREMENT.-
"( A) IN GENERAL-A Medicare+Choice plan 

(other than an MSA plan) offered by a 
Medicare+Choice organization satisfies para
graph (l)(A), with respect to benefits for items 
and services furnished other than through a 
provider or other person that has a contract 
with the organization offering the plan, if the 
plan provides payment in an amount so that-

"(i) the sum of such payment amount and any 
cost sharing provided for under the plan, is 
equal to at least 

"(ii) the total dollar amount of payment for 
such items and services as would otherwise be 
authorized under parts A and B (including any 
balance billing permitted under such parts). 

"(B) REFERENCE TO RELATED PROVISIONS.
For provision relating to-

"(i) limitations on balance billing against 
Medicare+ Choice organizations for non-contract 
providers, see sections 1852(k) and 1866(a)(1)(0), 
and 

"(ii) limiting actuarial value of enrollee liabil
ity for covered benefits, see section 1854(e). 

"(3) SUPPLEMENTAL BENEFITS.-
"( A) BENEFITS INCLUDED SUBJECT TO SEC

RETARY'S APPROVAL.-Each Medicare+Choice 
organization may provide to indiv·iduals en
rolled under this part, other than under a MSA 
plan, (without affording those individuals an 
option to decline the coverage) supplemental 
health care benefits that the Secretary may ap
prove. The Secretary shall approve any such 
supplemental benefits unless the Secretary de
termines that including such supplemental bene
fits would substantially discourage enrollment 
by Medicare+Choice eligible individuals with 
the organization. 

"(B) AT ENROLLEES' OPTION.-
"(i) IN GENERAL-Subject to clause (ii), a 

Medicare+Choice organization may provide to 
individuals enrolled under this part supple
mental health care benefits that the individuals 
may elect, at their option, to have covered. 

"(ii) SPECIAL RULE FOR MSA PLANS.-A 
Medicare+Choice organization may not provide, 
under an MSA plan, supplemental health care 
benefits that cover the deductible described in 
section 1859(b)(2)(B). In applying the previous 
sentence, health benefits described in section 
1882(u)(2)(B) shall not be treated as covering 
such deductible. 

"(C) APPLICATION TO MEDICARE+CHOICE PRI
VATE FEE-FOR-SERVICE PLANS.-Nothing in this 
paragraph shall be construed as preventing a 
Medicare+Choice private fee-for-service plan 
from offering supplemental benefits that include 
payment for some or all of t he balance billing 
amounts permitted consistent with section 
1852(k) and coverage of additional services that 
the plan finds to be medically necessary. 

"(4) ORGANIZATION AS SECONDARY PAYER.
Notwithstanding any other provision of law, a 
Medicare+Choice organization may (in the case 
of the provision of items and services to an indi
vidual under a Medicare+Choice plan under cir
cumstances in which payment under this title is 
made secondary pursuant to section 1862(b)(2)) 
charge or authorize the provider of such services 
to charge, in accordance with the charges al
lowed under a law, plan, or policy described in 
such section-

" (A) the insurance carrier, employer, or other 
entity which under such law, plan, or policy is 
to pay for the provision of such services, or 

"(B) such individual to the extent that the in
dividual has been paid under such law, plan, or 
policy for such services. 

"(5) NATIONAL COVERAGE DETERMINATIONS.
If there is a national coverage determination 
made in the period beginning on the date of an 
announcement under section 1853(b) and ending 
on the date of the next announcement under 
such section and the Secretary projects that the 
determination will result in a significant change 
in the costs to a Medicare+Choice organization 
of providing the benefits that are the subject of 
such national coverage determination and that 
such change in costs was not incorporated in 
the determination of the annual 
Medicare+Choice capitation rate under section 
1853 included in the announcement made at the 
beginning of such period, then, unless otherwise 
required by law-

"(A) such determination shall not apply to 
contracts under this part until the first contract 
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year that begins after the end of such period, 
and 

"(B) if such coverage determination provides 
for coverage of additional benefits or coverage 
under additional circumstances, section 
185l(i)(l) shall not apply to payment for such 
additional benefits or benefits provided under 
such additional circumstances until the first 
contract year that begins after the end of such 
period. 

"(b) ANTIDISCRIMINATION.
"(1) BENEFICIARIES.-
"(A) IN GENERAL-A Medicare+Choice orga

nization may not deny , limit, or condition the 
coverage or provision of benefits under this part, 
for individuals permitted to be enrolled with the 
organization under this part, based on any 
health status-related factor described in section 
2702(a)(l) of the Public Health Service Act. 

"(B) CONSTRUCTION.- Subparagraph (A) shall 
not be construed as requiring a 
Medicare+Choice organization to enroli individ
uals who are determined to have end-stage renal 
disease, except as provided under section 
1851(a)(3)(B). 

"(2) PROVIDERS.-A Medicare+Choice organi
zation shall not discriminate with respect to 
participation, reimbursement, or indemnification 
as to any provider who is acting within the 
scope of the provider's license or certification 
under applicable State law, solely on the basis 
of such license or certification. This paragraph 
shall not be construed to prohibit a plan from 
including providers only to the extent necessary 
to meet the needs of the plan's enrollees or from 
establishing any measure designed to maintain 
quality and control costs consistent with the re
sponsibilities of the plan. 

"(c) DISCLOSURE REQUIREMENTS.-
"(]) DETAILED DESCRIPTION OF PLAN PROVl

SIONS.-A Medicare+Choice organization shall 
disclose, in clear, accurate, and standardized 
form to each enrollee with a Medicare+Choice 
plan offered by the organization under this part 
at the time of enrollment and at least annually 
thereafter , the following information regarding 
such plan: · 

"(A) SERVICE AREA.-The plan's service area. 
" (B) BENEFITS.-Benefits offered under the 

plan, including information described in section 
1851(d)(3)(A) and exclusions from coverage and, 
if it is an MSA plan, a comparison of benefits 
under such a plan with benefits under other 
Medicare+Choice plans. 

"(C) ACCESS.-The number, mix, and distribu
tion of plan providers, out-of-network coverage 
(if any) provided by the plan, and any point-of
service option (including the supplemental pre
mium for such option). 

"(D) OUT-OF-AREA COVERAGE.-Out-of-area 
coverage provided by the plan. 

"(E) EMERGENCY COVERAGE.-Coverage of 
emergency services, including-

"(i) the appropriate use of emergency services, 
including use of the 911 telephone system or its 
local equivalent in emergency situations and an 
explanation of what constitutes an emergency 
situation; 

"(i'i) the process and procedures of the plan 
for obtaining emergency services; and 

"(iii) the locations of (I) emergency depart
ments, and (II) other settings, in which plan 
physicians and hospitals provide emergency 
services and post-stabilization care. 

"( F) SUPPLEMENTAL BENEFJTS.-Supplemental 
benefits available from the organization offering 
the plan, including-

"(i) whether the supplemental benefits are op
tional, 

"(ii) the supplemental benefits covered, and 
"(iii) the Medicare+Choice monthly supple

mental beneficiary premium for the supple
mental benefits. 

"(G) PRIOR AUTHORIZATION RULES.- Rules re
garding prior authorization or other review re
quirements that could result in nonpayment. 

"(H) PLAN GRIEVANCE AND APPEALS PROCE
DURES.-All plan appeal or grievance rights and 
procedures. 

" (I) QUALITY ASSURANCE PROGRAM.-A de
scription of the organization's quality assurance 
program under subsection (e). 

"(2) DISCLOSURE UPON REQUEST.-Upon re
quest of a Medicare+Choice eligible individual, 
a Medicare+Choice organization must provide 
the following information to such individual: 

"(A) The general coverage information and 
general comparative plan information made 
available under clauses (i) and (ii) of section 
1851(d)(2)(A). 

" (B) Information on procedures used by the 
organization to control utilization of services 
and expenditures. 

"(C) Information on the number of grievances, 
redeterminations, and appeals and on the dis
position in the aggregate of such matters. 

"(D) An overall summary description as to the 
method of compensation of participating physi
cians. 

"(d) ACCESS TO SERVICES.-
"(]) IN GENERAL.-A Medicare+Choice organi

zation offering a Medicare+Choice plan may se
lect the providers from whom the benefits under 
the plan are provided so long as-

" (A) the organization makes such benefits 
available and accessible to each individual 
electing the plan within the plan service area 
with reasonable promptness and in a manner 
which assures continuity in the provision of 
benefits; 

"(B) when medically necessary the organiza
tion makes such benefits available and acces
sible 24 hours a day and 7 days a week; 

"(C) the plan provides for reimbursement with 
respect to services which are covered under sub
paragraphs (A) and (B) and which are provided 
to such an individual other than through the 
organization, if-

" (i) the services were not emergency services 
(as defined in paragraph (3)), but (I) the serv
ices were medically necessary and immediately 
required because of an unforeseen illness , in
jury, or condition, and (II) it was not reason
able given the circumstances to obtain the serv
ices through the organization, 

"(ii) the services were renal dialysis services 
and were provided other than through the orga
nization because the individual was temporarily 
out of the plan's service area, or 

"(iii) the services are maintenance care or 
post-stabilization care covered under the guide
lines established under paragraph (2); 

"(D) the organization provides access to ap
propriate providers, including credentialed spe
cialists, for medically necessary treatment and 
services; and 

"(E) coverage is provided for emergency serv
ices (as defined in paragraph (3)) without re
gard to prior authorization or the emergency 
care provider's contractual relationship with the 
organization. 

"(2) GUIDELINES RESPECTING COORDINATION OF 
POST-STABILIZATION CARE.-A Medicare+Choice 
plan shall comply with such · guidelines as the 
Secretary may prescribe relating to promoting 
efficient and timely coordination of appropriate 
maintenance and post-stabilization care of an 
enrollee after the enrollee has been determined 
to be stable under section 1867. 

"(3) DEFINITION OF EMERGENCY SERVICES.- In 
this subsection-

" (A) IN GENERAL.- The term 'emergency serv
ices ' means, with respect to an individual en
rolled with an organization, covered inpatient 
and outpatient services that-

"(i) are furnished by a provider that is quali
fied to furnish such services under this title, and 

"(ii) are needed to eva1uate or stabilize an 
emergency medical condition (as defined in sub
paragraph (B)). 

"(B) EMERGENCY MEDICAL CONDITION BASED 
ON PRUDENT LA YPERSON.-The term 'emergency 
medical condition' means a medical condition 
manifesting itself by acute symptoms of suffi
cient severity (including severe pain) such that 
a prudent layperson, who possesses an average 
knowledge of health and medicine, could rea
sonably expect the absence of immediate medical 
attention to result in-

" (i) placing the health of the individual (or, 
with respect to a pregnant woman, the health of 
the woman or her unborn child) in serious jeop
ardy, 

"(ii) serious impairment to bodily functions, 
or 

"(iii) serious dysfunction of any bodily organ 
or part. 

"(4) ASSURING ACCESS TO SERVICES IN 
MEDICARE+CHOICE PRIVATE FEE-FOR-SERVICE 
PLANS.-ln addition to any other requirements 
under this part, in the case of a 
Medicare+ Choice private fee-for-service plan, 
the organization offering the plan must dem
onstrate to the Secretary that the organization 
has sufficient number and range of health care 
professionals and providers willing to provide 
services under the terms of the plan. The Sec
retary shall find that an organization has met 
such requirement with respect to any category 
of health care professional or provider if, with 
respect to that category of provider-

"(A) the plan has established payment rates 
for covered services furnished by that category 
of provider that are not less than the payment 
rates provided for under part A, part B, or both, 
for such services, or 

"(B) the plan has contracts or agreements 
with a sufficient number and range of providers 
within such category to provide covered services 
under the terms of the plan, or a combination of 
both. 
The previous sentence shall not be construed as 
restricting the persons from whom enrollees 
under such a plan may obtain covered benefits. 

" (e) QUALITY ASSURANCE PROGRAM.-
"(]) IN GENERAL.- Each Medicare+Choice or

ganization must have arrangements, consistent 
with any regulation , for an ongoing quality as
surance program for health care services it pro
vides to individuals enrolled with 
Medicare+Choice plans of the organization. 

"(2) ELEMENTS OF PROGRAM.-
"( A) IN GENERAL.-The quality assurance pro

gram of an organization with respect to a 
Medicare+Choice plan (other than a 
Medicare+Choice private fee-for-service plan or 
a non-network MSA plan) it offers shall-

" (i) stress health outcomes and provide for the 
collection, analysis, and reporting of data (in 
accordance with a quality measurement system 
that the Secretary recognizes) that will permit 
measurement of outcomes and other indices of 
the quality of Medicare+Choice plans and orga
nizations; 

"(ii) monitor and evaluate high volume and 
high risk services and the care of acute and 
chronic conditions; 

" (iii) evaluate the continuity and coordina
tion of care that enrollees receive; 

"(iv) be evaluated on an ongoing basis as to 
its effectiveness; 

"(v) include measures of consumer satisfac
tion; 

"(vi) provide the Secretary with such access to 
information collected as may be appropriate to 
monitor and ensure the quality of care provided 
under this part; 

" (vii) provide review by physicians and other 
health care professionals of the process followed 
in the provision of such health care services; 

"(viii) provide for the establishment of written 
protocols for utilization review, based on cur
rent standards of medical practice; 

"(ix) have mechanisms to detect both under
utilization and overutilization of services; 
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"(x) after identifying areas for improvement, 

establish or alter practice parameters; 
"(xi) take action to improve quality and as

sesses the effectiveness of such action through 
systematic f ollowup; and 

"(xii) make available information on quality 
and outcomes measures to facilitate beneficiary 
comparison and choice of health coverage op
tions (in such form and on such quality and 
outcomes measures as the Secretary determines 
to be appropriate). 

"(B) ELEMENTS OF PROGRAM FOR ORGANIZA
TIONS OFFERING MEDICARE+CHOICE PRIVATE FEE
FOR-SERVICE PLANS AND NON-NETWORK MSA 
PLANS.-The riuality assurance program of an 
organization with respect to a Medicare+Choice 
private fee-for-service plan or a non-network 
MSA plan it offers shall-

"(i) meet the requirements of clauses (i) 
through (vi) of subparagraph (A); 

"(ii) insofar as it provides for the establish
ment of written protocols for utilization review, 
base such protocols on current stancf,ards of 
medical practice; and 

"(iii) have mechanisms to evaluate utilization 
of services and inform providers and enrollees of 
the results of such evaluation. 

"(C) DEFINITION OF NON-NETWORK MSA 
PLAN.- In this subsection, the term 'non-net
work MSA plan' means an MSA plan offered by 
a Medicare+Choice organization that does not 
provide benefits required to be provided by this 
part, in whole or in part, through a defined set 
of providers under contract, or under another 
arrangement, with the organization. 

"(3) EXTERNAL REVIEW.-
"( A) IN GENERAL.-Each Medicare+Choice or

ganization shall, for each Medicare+Choice 
plan it operates, have an agreement with an 
independent quality review and improvement or
ganization approved by the Secretary to perform 
functions of the type described in sections 
1154(a)(4)(B) and 1154(a)(14) with respect to 
services furnished by Medicare+Choice plans for 
which payment is made under this title. The 
previous sentence shall not apply to a 
Medicare+Choice private fee-for-service plan or 
a non-network MSA plan that does not employ 
utilization review . 

"(B) NONDUPLICATION OF ACCREDITATION.
Except in the case of the review of quality com
plaints, and consistent with subparagraph (C), 
the Secretary shall ensure that the external re
view activities conducted under subparagraph 
(A) are not duplicative of review activities con
ducted as part of the accreditation process. 

"(C) WAIVER AUTHORITY.-The Secretary may 
waive the requirement described in subpara
graph (A) in the case of an organization if the 
Secretary determines that the organization has 
consistently maintained an excellent record of 
quality assurance and compliance with other re
quirements under this part. 

"(4) TREATMENT OF ACCREDITATION.-The Sec
retary shall provide that a Medicare+Choice or
ganization is deemed to meet requirements of 
paragraphs (1) and (2) of this subsection and 
subsection (h) (relating to confidentiality and 
accuracy of enrollee records) if the organization 
is accredited (and periodically reaccredited) by 
a private organization under a process that the 
Secretary has determined assures that the orga
nization, as a condition of accreditation, applies 
and enforces standards with respect to the re
quirements involved that are no less stringent 
than the standards established under section 
1856 to carry out the respective requirements. 

"(f) GRIEVANCE MECHANISM.-Each 
Medicare+Choice organization must provide 
meaningful procedures for hearing and resolv
ing grievances between the organization (in
cluding any entity or individual through which 
the organization provides health care services) 
and enrollees with Medicare+Choice plans of 
the organization under this part. 

"(g) COVERAGE DETERMINATIONS, RECONSID
ERATIONS, AND APPEALS.-

"(1) DETERMINATIONS BY ORGANIZATION.-
"( A) IN GENERAL.-A Medicare+Choice orga

nization shall have a procedure for making de
terminations regarding whether an individual 
enrolled with the plan of the organization under 
this part is entitled to receive a health service 
under this section and the amount (if any) that 
the individual is required to pay with respect to 
such service. Subject to paragraph (3), such pro
cedures shall provide for such determination to 
be made on a timely basis. 

"(B) EXPLANATION OF DETERMINATION.-Such 
a determination that denies coverage, in whole 
in part, shall be in writing and shall include a 
statement in understandable language of the 
reasons for the denial and a description of the 
reconsideration and appeals processes. 

"(2) RECONSIDERATIONS.-
"(A) IN GENERAL.-The organization shall 

provide for reconsideration of a determination 
described in paragraph (l)(B) upon request by 
the enrollee involved . The reconsideration shall 
be within a time period specified by the Sec
retary, but shall be made, subject to paragraph 
(3), not later than 60 days after the date of the 
receipt of the request for reconsideration. 

"(B) PHYSICIAN DECISION ON CERTAIN RECON
SIDERATIONS.-A reconsideration relating to a 
determination to deny coverage based on a lack 
of medical necessity shall be made only by a 
physician with appropriate expertise in the field 
of medicine which necessitates treatment who is 
other than a physician involved in the initial 
determination . 

"(3) EXPEDITED DETERMINATIONS AND RECON
SIDERATIONS.-

"(A) RECEIPT OF REQUESTS.-
"(i) ENROLLEE REQUESTS.-An enrollee in a 

Medicare+Choice plan may request, either in 
writing or orally, an expedited determination 
under paragraph (1) or an expedited reconsider
ation under paragraph (2) by the 
Medicare+Choice organization. 

"(ii) PHYSICIAN REQUESTS.-A physician, re
gardless whether the physician is affiliated with 
the organization or not, may request, either in 
writing or orally, such an expedited determina
tion or reconsideration. 

"(B) ORGANIZATION PROCEDURES.-
"(i) IN GENERAL.-The Medicare+Choice orga

nization shall maintain procedures for expe
diting organization determinations and recon
siderations when, upon request of an enrollee, 
the organization determines that the application 
of the normal time frame for making a deter
mination (or a reconsideration involving a de
termination) could seriously jeopardize the Zif e 
or health of the enrollee or the enrollee's ability 
to regain maximum function. 

"(ii) EXPEDITION REQUIRED FOR PHYSICIAN RE
QUESTS.-ln the case of a request for an expe
dited determination or reconsideration made 
under subparagraph (A)( ii). the organization 
shall expedite the determination or reconsider
ation if the request indicates that the applica
tion of the normal time frame for making a de
termination (or a reconsideration involving a 
determination) could seriously jeopardize the 
life or health of the enrollee or the enrollee's 
ability to regain maximum function. 

"(iii) TIMELY RESPONSE.-ln cases described in 
clauses (i) and (ii), the organization shall notify 
the enrollee (and the physician involved, asap
propriate) of the determination or reconsider
ation under time limitations established by the 
Secretary, but not later than 72 hours of the 
time of receipt of the request for the determina
tion or reconsideration (or receipt of the infor
mation necessary to make the determination or 
reconsideration). or such longer period as the 
Secretary may permit in specified cases. 

"(4) INDEPENDENT REVIEW OF CERTAIN COV
ERAGE DENIALS.-The Secretary shall contract 

with an independent, outside entity to review 
and resolve in a timely manner reconsiderations 
that affirm denial of coverage, in whole or in 
part. 

"(5) APPEALS.- An enrollee with a 
Medicare+Choice plan of a Medicare+Choice or
ganization under this part who is dissatisfied by 
reason of the enrollee's failure to receive any 
health service to which the enrollee believes the 
enrollee is entitled and at no greater charge 
than the enrollee believes the enrollee is re
quired to pay is entitled, if the amount in con
troversy is $100 or more, to a hearing before the 
Secretary to the same extent as is provided in 
section 205(b). and in any such hearing the Sec
retary shall make the organization a party. If 
the amount in controversy is $1,000 or more, the 
individual or organization shall, upon notifying 
the other party, be entitled to judicial review of 
the Secretary's final decision as provided in sec
tion 205(g), and both the individual and the or
ganization shall be entitled to be parties to that 
judicial review. In applying subsections (b) and 
(g) of section 205 as provided in this paragraph, 
and in applying section 205(l) thereto, any ref
erence therein to the Commissioner of Social Se
curity or the Social Security Administration 
shall be considered a reference to the Secretary 
or the Department of Health and Human Serv
ices, respectively. 

"(h) CONFIDENTIALITY AND ACCURACY OF EN
ROLLEE RECORDS.-lnsofar . as a 
Medicare+Choice organization maintains med
ical records or other health information regard
ing enrollees under this part, the 
Medicare+Choice organization shall establish 
procedures-

"(]) to safeguard the privacy of any individ
ually identifiable enrollee information; 

"(2) to maintain such records and information 
in a manner that is accurate and timely, and 

"(3) to assure timely access of enrollees to 
such records and information . 

"(i) INFORMATION ON ADVANCE DIRECTIVES.
Each Medicare+Choice organization shall meet 
the requirement of section 1866(f) (relating to 
maintaining written policies and procedures re
specting advance directives) . 

"(j) RULES REGARDING PROVIDER PARTICIPA
TION.-

"(1) PROCEDURES.-lnsofar as a 
Medicare+Choice organization offers benefits 
under a Medicare+Choice plan through agree
ments with physicians, the organization shall 
establish reasonable procedures relating to the 
participation (under an agreement between a 
physician and the organization) of physicians 
under such a plan. Such procedures shall in
clude-

"( A) providing notice of the rules regarding 
participation, 

"(B) providing written notice of participation 
decisions that are adverse to physicians, and 

"(C) providing a process within the organiza
tion for appealing such adverse decisions, in
cluding the presentation of information and 
views of the physician regarding such decision . 

"(2) CONSULTATION IN MEDICAL POLICIES.-A 
Medicare+Choice organization shall consult 
with physicians who have entered into partici
pation agreements with the organization regard
ing the organization's medical policy, quality, 
and medical management procedures. 

"(3) PROHIBITING INTERFERENCE WITH PRO
VIDER ADVICE TO ENROLLEES.-

"( A) IN GENERAL.-Subject to subparagraphs 
(B) and (C). a Medicare+Choice organization 
(in relation to an individual enrolled under a 
Medicare+Choice plan offered by the organiza
tion under this part) shall not prohibit or other
wise restrict a covered health care professional 
(as defined in subparagraph (D)) from advising 
such an individual who is a patient of the pro
fessional about the health status of the indi
vidual or medical care or treatment for the indi
vidual's condition or disease, regardless of 
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whether benefits for such care or treatment are 
provided under the plan, if the professional is 
acting within the lawful scope of practice. 

"(B) CONSCIENCE PROTECTION.-Subparagraph 
(A) shall not be construed as requiring a 
Medicare+Choice plan to provide, reimburse for, 
or provide coverage of a counseling or referral 
service if the Medicare+Choice organization of
fering the plan-

"(i) objects to the provision of such service on 
moral or religious grounds; and 

"(ii) in the manner and through the written 
instrumentalities such Medicare+Choice organi
zation deems appropriate, makes available inf or
mation on its policies regarding such service to 
prospective enrollees be[ ore or during enrollment 
and to enrollees within 90 days after the date 
that the organization or plan adopts a change 
in policy regarding such a counseling or referral 
service. 

"(C) CONSTRUCTION.-Nothing in subpara
graph (B) shall be construed to affect disclosure 
requirements under State law or under the Em
ployee Retirement Income Security Act of 1974. 

"(D) HEALTH CARE PROFESSIONAL DEFINED.
For purposes of this paragraph, the term 'health 
care professional' means a physician (as defined 
in section 1861(r)) or other health care profes
sional if coverage for the professional 's services 
is provided under the Medicare+Choice plan for 
the services of the professional. Such term in
cludes a podiatrist, optometrist, chiropractor, 
psychologist, dentist, physician assistant, phys
ical or occupational therapist and therapy as
sistant, speech-language pathologist, audiol
ogist, registered or licensed practical nurse (in
cluding nurse practitioner, clinical nurse spe
cialist, certified registered nurse anesthetist, 
and certified nurse-midwife), licensed certified 
social worker, registered respiratory therapist, 
and certified respiratory therapy technician. 

"(4) LIMITATIONS ON PHYSICIAN INCENTIVE 
PLANS.-

"( A) IN GENERAL.-No Medicare+Choice orga
nization may operate any physician incentive 
plan (as defined in subparagraph (B)) unless 
the fallowing requirements are met: 

"(i) No specific payment is made directly or 
indirectly under the plan to a physician or phy
sician group as an inducement to reduce or limit 
medically necessary services provided with re
spect to a specific individual enrolled with the 
organization. 

"(ii) If the plan places a physician or physi
cian group at substantial financial risk (as de
termined by the Secretary) for services not pro
vided by the physician or physician group, the 
organization-

" (I) provides stop-loss protection for the phy
sician or group that is adequate and appro
priate, based on standards developed by the Sec
retary that take into account the number of 
physicians placed at such substantial financial 
risk in the group or under the plan and the 
number of individuals enrolled with the organi
zation who receive services from the physician 
or group, and 

"(II) conducts periodic surveys of both indi
viduals enrolled and individuals previously en
rolled with the organization to determine the de
gree of access of such individuals to services 
provided by the organization and satisfaction 
with the quality of such services. 

"(iii) The organization provides the Secretary 
with descriptive information regarding the plan, 
sufficient to permit the Secretary to determine 
whether the plan is in compliance with the re
quirements of this subparagraph. 

"(B) PHYSICIAN INCENTIVE PLAN DEFINED.-/n 
this paragraph, the term 'physician incentive 
plan' means any compensation arrangement be
tween a Medicare+Choice organization and a 
physician or physician group that may directly 
or indirectly have the effect of reducing or lim-

iting services provided with respect to individ
uals enrolled with the organization under this 
part. 

"(5) LIMITATION ON PROVIDER INDEMNIFICA
TION.-A Medicare+Choice organization may 
not provide (directly or indirectly) for a health 
care professional, provider of services, or other 
entity providing health care services (or group 
of such professionals, providers, or entities) to 
indemnify the organization against any liability 
resulting from a civil action brought for any 
damage caused to an enrollee with a 
Medicare+Choice plan of the organization 
under this part by the organization's denial of 
medically necessary care. 

"(6) SPECIAL RULES FOR MEDICARE+CHOICE 
PRIVATE FEE-FOR-SERVICE PLANS.-For purposes 
of applying this part (including subsection 
(k)(l)) and section 1866(a)(1)(0), a hospital (or 
other provider of services), a physician or other 
health care professional, or other entity fur
nishing health care services is treated as having 
an agreement or contract in effect with a 
Medicare+Choice organization (with respect to 
an individual enrolled in a Medicare+Choice 
private fee-for-service plan it offers), if-

"( A) the provider, professional, or other entity 
furnishes services that are covered under the 
plan to such an enrollee; and 

"(B) before providing such services, the pro
vider, professional, or other entity -

"(i) has been informed of the individual's en
rollment under the plan, and 

"(ii) either-
"( I) has been informed of the terms and condi

tions of payment for such services under the 
plan, or 

"(II) is given a reasonable opportunity to ob
tain information concerning such terms and 
conditions, in a manner reasonably designed to 
effect informed agreement by a provider. 
The previous sentence shall only apply in the 
absence of an explicit agreement between such a 
provider, professional, or other entity and the 
Medicare+Choice organization. 

"(k) TREATMENT OF SERVICES FURNISHED BY 
CERTAIN PROVIDERS.-

"(1) IN GENERAL.-Except as provided in para
graph (2), a physician or other entity (other 
than a provider of services) that does not have 
a contract establishing payment amounts for 
services furnished to an individual enrolled 
under this part with a Medicare+Choice organi
zation described in section 1851(a)(2)(A) shall 
accept as payment ·in full for covered services 
under this title that are furnished to such an in
dividual the amounts that the physician or 
other entity could collect if the individual were 
not so enrolled. Any penalty or other provision 
of law that applies to such a payment with re
spect to an individual entitled to benefits under 
this title (but not enrolled with a 
Medicare+Choice organization under this part) 
also applies with respect to an individual so en
rolled. 

"(2) APPLICATION TO MEDICARE+CHOICE PRI
VATE FEE-FOR-SERVICE PLANS.-

"( A) BALANCE BILLING LIMITS UNDER 
MEDTCARE+CHOICE PRIVATE FEE-FOR-SERVICE 
PLANS IN CASE QF CONTRACT PROVIDERS.-

"(i) IN GENERAL.-In the case of an individual 
enrolled in a Medicare+Choice private fee-for
service plan under this part, a physician, pro
vider of services, or other entity that has a con
tract (including through the operation of sub
section (j)(6)) establishing a payment rate for 
services furnished to the enrollee shall accept as 
payment in full for covered services under this 
title that are furnished to such an individual an 
amount not to exceed (including any 
deductibles, coinsurance, copayments, or bal
ance billing otherwise permitted under the plan) 
an amount equal to 115 percent of such payment 
rate. 

"(ii) PROCEDURES TO ENFORCE LIMITS.-The 
Medicare+Choice organization that offers such 
a plan shall establish procedures, similar to the 
procedures described in section 1848(g)(l)(A), in 
order to carry out the previous sentence. 

"(iii) ASSURING ENFORCEMENT.-lf the 
Medicare+Choice organization fails to establish 
and enforce procedures required under clause 
(i'i), the organization is subject to intermediate 
sanctions under section 1857(g). 

"(B) ENROLLEE LIABILITY FOR NONCONTRACT 
PROVIDERS.-For provision-

"(i) establishing minimum payment rate in the 
case of noncontract providers under a 
Medicare+Choice private fee-for-service plan, 
see section 1852(a)(2); or 

"(ii) limiting enrollee liability in the case of 
covered services furnished by such providers, see 
paragraph (1) and section 1866(a)(1)(0). 

"(C) INFORMATION ON BENEFICIARY LIABIL
ITY.-

"(i) IN GENERAL.-Each Medicare+Choice or
ganization that offers a Medicare+ Choice pri
vate fee-for-service plan shall provide that en
rollees under the plan who are furnished serv
ices for which payment is sought under the plan 
are provided an appropriate explanation of ben
efits (consistent with that provided under parts 
A and B and, if applicable, under medicare sup
plemental policies) that includes a clear state
ment of the amount of the enrollee's liability 
(including any liability for balance billing con
sistent with this subsection) with respect to pay
ments for such services. 

"(ii) ADVANCE NOTICE BEFORE RECEIPT OF IN
PATIENT HOSPITAL SERVICES AND CERTAIN OTHER 
SERVICES.-In addition, such organization shall, 
in its terms and conditions of payments to hos
pitals for inpatient hospital services and for 
other services identified by the Secretary for 
which the amount of the balancing billing under 
subparagraph (A) could be substantial, require 
the hospital to provide to the enrollee, before 
furnishing such services and if the hospital im
poses balance billing under subparagraph (A)-

"(!) notice of the fact that balance billing is 
permitted under such subparagraph for such 
services, and 

"(II) a good faith estimate of the likely 
amount of such balance billing (if any), with re
spect to such services, based upon the pre
senting condition of the enrollee. 

"PAYMENTS TO MEDICARE+CHOICE 
ORGANIZATIONS 

"SEC. 1853. (a) PAYMENTS TO ORGANIZA
TIONS.-

"(1) MONTHLY PAYMENTS.-
"( A) IN GENERAL.-Under a contract under 

section 1857 and subject to subsections (e) and 
"([) and section 1859(e)(4), the Secretary shall 
make monthly payments under this section in 
advance to each Medicare+Choice organization, 
with respect to coverage of an individual under 
this part in a Medicare+Choice payment area 
for a month, in an amount equal to 1/12 of the 
annual Medicare+Choice capitation rate (as cal
culated under subsection (c)) with respect to 
that individual for that area, adjusted for such 
risk factors as age, disability status, gender, in
stitutional status, and such other factors as the 
Secretary determines to be appropriate, so as to 
ensure actuarial equivalence. The Secretary 
may add to, modify, or substitute for such fac
tors, if such changes will improve the deter
mination of actuarial equivalence. 

"(B) SPECIAL RULE FOR END-STAGE RENAL DTS
EASE.-The Secretary shall establish separate 
rates of payment to a Medicare+Choice organi
zation with respect to classes of individuals de
termined to have end-stage renal disease and 
enrolled in a Medicare+Choice plan of the orga
nization. Such rates of payment shall be actu
arially equivalent to rates paid to other enroll
ees in the Medicare+Choice payment area (or 
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such other area as specified by the Secretary). 
In accordance with regulations, the Secretary 
shall provide for the application of the seventh 
sentence of section 1881(b)(7) to payments under 
this section covering the provision of renal di
alysis treatment in the same manner as such 
sentence applies to composite rate payments de
scribed in such sentence. 

"(2) ADJUSTMENT TO REFLECT NUMBER OF EN
ROLLEES.-

"(A) IN GENERAL-The amount of payment 
under this subsection may be retroactively ad
justed to take into account any difference be
tween the actual number of individuals enrolled 
with an organization under this part and the 
number of such individuals estimated to be so 
enrolled in determining the amount of the ad
vance payment. 

"(B) SPECIAL RULE FOR CERTAIN ENROLLEES.
"(i) IN GENERAL-Subject to clause (ii), the 

Secretary may make retroactive adjustments 
under subparagraph (A) to take into account in
dividuals enrolled during the period beginning 
on the date on which the individual enrolls with 
a Medicare+Choice organization under a plan 
operated, sponsored, or contributed to by the in
dividual's employer or former employer (or the 
employer or former employer of the individual's 
spouse) and ending on the date on which the in
dividual is enrolled in the organization under 
this part, except that for purposes of making 
such retroactive adjustments under this sub
paragraph, such period may not exceed 90 days. 

"(ii) EXCEPTION.-No adjustment may be made 
under clause (i) with respect to any individual 
who does not certify that the organization pro
vided the individual with the disclosure state
ment described in section 1852(c) at the time the 
individual enrolled with the organization. 

"(3) ESTABLISHMENT OF RISK ADJUSTMENT FAC
TORS.-

"(A) REPORT.-The Secretary shall develop, 
and submit to Congress by not later than March 
1, 1999, a report on the method of risk adjust
ment of payment rates under this section, to be 
implemented under subparagraph (C), that ac
counts for variations in per capita costs based 
on health status. Such report shall include an 
evaluation of such method by an outside, inde
pendent actuary of the actuarial soundness of 
the proposal. 

"(B) DATA COLLECTION.-In order to carry out 
this paragraph, the Secretary shall require 
Medicare+Choice organizations (and eligible or
ganizations with risk-sharing contracts under 
section 1876) to submit data regarding inpatient 
hospital services for periods beginning on or 
after July 1, 1997, and data regarding other 
services and other information as the Secretary 
deems necessary for periods beginning on or 
after July 1, 1998. The Secretary may not require 
an organization to submit such data be[ ore Jan
uary 1, 1998. 

"(C) INITIAL IMPLEMENTATION.-The Secretary 
shall first provide for implementation of a risk 
adjustment methodology that accounts for vari
ations in per capita costs based on health status 
and other demographic factors for payments by 
no later than January 1, 2000. 

"(D) UNIFORM APPLICATION TO ALL TYPES OF 
PLANS.-Subject to section 1859(e)(4), the meth
odology shall be applied uniformly without re
gard to the type of plan. 

"(b) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.-

"(1) ANNUAL ANNOUNCEMENT.-The Secretary 
shall annually determine, and shall announce 
(in a manner intended to provide notice to inter
ested parties) not later than March 1 before the 
calendar year concerned-

"( A) the annual Medicare+Choice capitation 
rate for each Medicare+Choice payment area for 
the year, and 

"(B) the risk and other factors to be used in 
adjusting such rates under subsection (a)(l)(A) 
for payments for months in that year. 

"(2) ADVANCE NOTICE OF METHODOLOGICAL 
CHANGES.-At least 45 days before making the 
announcement under paragraph (1) for a year, 
the Secretary shall provide for notice to 
Medicare+Choice organizations of proposed 
changes to be made in the methodology from the 
methodology and assumptions used in the pre
vious announcement and shall provide such or
ganizations an opportunity to comment on such 
proposed changes. 

"(3) EXPLANATION OF ASSUMPTIONS.-In each 
announcement made under paragraph (1), the 
Secretary shall include an explanation of the 
assumptions and changes in methodology used 
in the announcement in sufficient detail so that 
Medicare+Choice organizations can compute 
monthly adjusted Medicare+Choice capitation 
rates for individuals in each Medicare+Choice 
payment area which is in whole or in part with
in the service area of such an organization. 

"(C) CALCULATION OF ANNUAL 
MEDICARE+CHOICE CAPITATION RATES.-

"(1) IN GENERAL.-For purposes of this part, 
subject to paragraphs (6)(C) and (7), each an
nual Medicare+Choice capitation rate, for a 
Medicare+Choice payment area for a contract 
year consisting of a calendar year, is equal to 
the largest of the amounts specified in the f al
lowing subparagraph (A), (B), or (C): 

"(A) BLENDED CAPITATION RATE.-The sum 
of-

"(i) the area-specific percentage (as specified 
under paragraph (2) for the year) of the annual 
area-specific Medicare+Choice capitation rate 
for the Medicare+Choice payment area, as de
termined under paragraph (3) for the year, and 

"(ii) the national percentage (as specified 
under paragraph (2) for the year) of the input
price-adjusted annual national 
Medicare+Choice capitation rate, as determined 
under paragraph ( 4) for the year, 
multiplied by the budget neutrality adjustment 
factor determined under paragraph (5). 

"(B) MINIMUM AMOUNT.-12 multiplied by the 
fallowing amount: 

"(i) For 1998, $367 (but not to exceed, in the 
case of an area outside the 50 States and the 
District of Columbia, 150 percent of the annual 
per capita rate of payment for 1997 determined 
under section 1876(a)(l)(C) for the area). 

"(ii) For a succeeding year, the minimum 
amount specified in this clause (or clause (i)) for 
the preceding year increased by the national per 
capita Medicare+Choice growth percentage, de
scribed in paragraph (6)( A) for that succeeding 
year. 

"(C) MINIMUM PERCENTAGE JNCREASE.-
"(i) For 1998, 102 percent of the annual per 

capita rate of payment for 1997 determined 
under section 1876(a)(l)(C) for the 
Medicare+Choice payment area. 

"(ii) For a subsequent year, 102 percent of the 
annual Medicare+Choice capitation rate under 
this paragraph for the area for the previous 
year. 

"(2) AREA-SPECIFIC AND NATIONAL PERCENT
AGES.-For purposes of paragraph (l)(A)-

"(A) for 1998, the 'area-specific percentage' is 
90 percent and the 'national percentage' is 10 
percent, 

"(B) for 1999, the 'area-specific percentage' is 
82 percent and the 'national percentage' is 18 
percent, 

"(C) for 2000, the 'area-specific percentage' is 
74 percent and the 'national percentage' is 26 
percent, 

"(D) for 2001, the 'area-specific percentage' is 
66 percent and the 'national percentage' is 34 
percent, 

"(E) for 2002, the 'area-specific percentage' is 
58 percent and the 'national percentage' is 42 
percent, and 

"( F) for a year after 2002, the 'area-specific 
percentage' is 50 percent and the 'national per
centage' is 50 percent. 

"(3) ANNUAL AREA-SPECIFIC MEDICARE+CHOICE 
CAPITATION RATE.-

"( A) IN GENERAL-For purposes of paragraph 
(l)(A), subject to subparagraph (B), the annual 
area-specific Medicare+Choice capitation rate 
for a Medicare+Choice payment area-

"(i) for 1998 is, subject to subparagraph (D), 
the annual per capita rate of payment for 1997 
determined under section 1876(a)(l)(C) for the 
area, increased by the national per capita 
Medicare+Choice growth percentage for 1998 
(described in paragraph (6)(A)); or 

"(ii) for a subsequent year is the annual area
specific Medicare+ Choice capitation rate for the 
previous year determined under this paragraph 
for the area, increased by the national per cap
ita Medicare+Choice growth percentage for such 
subsequent year. 

"(B) REMOVAL OF MEDICAL EDUCATION FROM 
CALCULATION OF ADJUSTED AVERAGE PER CAPITA 
COST.-

"(i) IN GENERAL.-In determining the area
specific Medicare+Choice capitation rate under 
subparagraph (A) for a year (beginning with 
1998), the annual per capita rate of payment for 
1997 determined under section 1876(a)(l)(C) shall 
be adjusted to exclude from the rate the applica
ble percent (specified in clause (ii)) of the pay
ment adjustments described in subparagraph 
(C). 

"(ii) APPLICABLE PERCENT.-For purposes of 
clause (i), the applicable percent for

"( I) 1998 is 20 percent, 
"(JI) 1999 is 40 percent, 
"(III) 2000 is 60 percent, 
"(IV) 2001 is 80 percent, and 
"(V) a succeeding year is 100 percent. 
"(C) PAYMENT ADJUSTMENT.-
"(i) IN GENERAL.-Subject to clause (ii), the 

payment adjustments described in this subpara
graph are payment adjustments which the Sec
retary estimates were payable during 1997-

"(I) for the indirect costs of medical education 
under section 1886(d)(5)(B), and 

"(II) for direct graduate medical education 
costs under section 1886(h). 

"(ii) TREATMENT OF PAYMENTS COVERED 
UNDER STATE HOSPITAL REIMBURSEMENT SYS
TEM.-TO the extent that the Secretary estimates 
that an annual per capita rate of payment for 
1997 described in clause (i) reflects payments to 
hospitals reimbursed under section 1814(b)(3), 
the Secretary shall estimate a payment adjust
ment that is comparable to the payment adjust
ment that would have been made under clause 
(i) if the hospitals had not been reimbursed 
under such section. 

"(D) TREATMENT OF AREAS WITH HIGHLY VARI
ABLE PAYMENT RATES.-In the case Of a 
Medicare+Choice payment area for which the 
annual per capita rate of payment determined 
under section 1876(a)(l)(C) for 1997 varies by 
more than 20 percent from such rate for 1996, for 
purposes of this subsection the Secretary may 
substitute for such rate for 1997 a rate that is 
more representative of the costs of the enrollees 
in the area. 

"(4) INPUT-PRICE-ADJUSTED ANNUAL NATIONAL 
MEDICARE+CHOICE CAPITATION RATE.-

"( A) IN GENERAL-For purposes of paragraph 
(l)(A), the input-price-adjusted annual national 
Medicare+Choice capitation rate for a 
Medicare+Choice payment area for a year is 
equal to the sum, for all the types of medicare 
services (as classified by the Secretary), of the 
product (for each such type of service) of-

"(i) the national standardized annual 
Medicare+Choice capitation rate (determined 
under subparagraph (B)) for the year , 

"(ii) the proportion of such rate for the year 
which is attributable to such type of services, 
and 

"(iii) an index that reflects (for that year and 
that type of services) the relative input price of 
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such services in the area compared to the na
tional average 'input price of such services. 
In applying clause (iii) , the Secretary may, sub
ject to subparagraph (C), apply those indices 
under this title that are used in applying (or up
dating) national payment rates for specific 
areas and localities. 

"(B) NATIONAL STANDARDIZED ANNUAL 
MEDICARE+CHOICE CAPITATION RATE.-In sub
paragraph ( A)(i), the 'national standardized an
nual Medicare+Choice capitation rate' for a 
year is equal to-

"(i) the sum (for all Medicare+Choice pay
ment areas) of the product of-

"( I) the annual area-specific 
Medicare+ Choice capitation rate for that year 
for the area under paragraph (3), and 

"(II) the average number of medicare bene
ficiaries residing in that area in the year, multi
plied by the average of the risk factor weights 
used to adjust payments under subsection 
(a)(J)( A) for such beneficiaries in such area; di
vided by 

"(ii) the sum of the products described in 
clause (i)(II) for all areas for that year. 

"(C) SPECIAL RULES FOR 1998.- In applying 
this paragraph for 1998-

"(i) medicare services shall be divided into 2 
types of services: part A services and part B 
services; 

"(i'i) the proportions described in subpara
graph (A)( ii)-

"(I) for part A services shall be the ratio (ex
pressed as a percentage) of the national average 
annual per capita rate of payment for part A for 
1997 to the total national average annual per 
capita rate of payment for parts A and B for 
1997, and 

"(II) for part B services shall be 100 percent 
minus the ratio described in subclause (I); 

"(iii) for part A services, 70 percent of pay
ments attributable to such services shall be ad
justed by the index used under section 
1886(d)(3)(E) to adjust payment rates for relative 
hospital wage levels for hospitals located in the 
payment area involved; 

"(iv) for part B services-
"(!) 66 percent of payments attributable to 

such services shall be adjusted by the index of 
the geographic area factors under section 
1848(e) used to adjust payment rates for physi
cians' services furnished in the payment area, 
and 

"(II) of the remaining 34 percent of the 
amount of such payments, 40 percent shall be 
adjusted by the index described in clause (iii); 
and 

"(v) the index values shall be computed based 
only on the beneficiary population who are 65 
years of age or older and who are not deter
mined to have end stage renal disease. 
The Sepretary may continue to apply the rules 
described in this subparagraph (or similar rules) 
for 1999. 

"(5) PAYMENT ADJUSTMENT BUDGET NEU
TRALI7'Y FACTOR.- For purposes of paragraph 
(l)(A), for each year, the Secretary shall deter
mine a budget neutrality adjustment factor so 
that the aggregate of the payments under this 
part shall equal the aggregate payments that 
would have been made under this part if pay
ment were based entirely on area-specific capi
tation rates. 

"(6) NATIONAL PER CAPITA MEDICARE+CHOICE 
GROWTH PERCENTAGE DEFINED.-

"( A) IN GENERAL.-In this part, the 'national 
per capita Medicare+Choice growth percentage' 
for a year is the percentage determined by the 
Secretary, by March 1st before the beginning of 
the year involved, to reJZect the Secretary's esti
mate of the projected per capita rate of growth 
in expenditures under this t'itle for an indi
vidual entitled to benefits under part A and en
rolled under part B, reduced by the number of 

percentage points specified in subparagraph (B) 
for the year. Separate determinations may be 
made for aged enrollees, disabled enrollees, and 
enrollees with end-stage renal disease. 

"(B) ADJUSTMENT.-The number of percentage 
points specified in this subparagraph is

"(i) for 1998, 0.8 percentage points, 
"(ii) for 1999, 0.5 percentage points, 
"(iii) for 2000, 0.5 percentage points, 
"(iv) for 2001, 0.5 percentage points, 
"(v) for 2002, 0.5 percentage points, and 
"(vi) for a year after 2002, 0 percentage 

points. 
"(C) ADJUSTMENT FOR OVER OR UNDER PROJEC

TION OF NATIONAL PER CAPITA MEDJCARE+CHOICE 
GROWTH PERCENTAGE.-Beginning with rates 
calculated for 1999, before computing rates for a 
year as described in paragraph (1), the Sec
retary shall adjust all area-specific and na
tional Medicare+Choice capitation rates (and 
beginning in 2000, the minimum amount) for the 
previous year for the differences between the 
projections of the national per capita 
Medicare+Choice growth percentage for that 
year and previous years and the current esti
mate of such percentage for such years. 

"(7) ADJUSTMENT FOR NATIONAL COVERAGE DE
TERMINATIONS.-lf the Secretary makes a deter
mination with respect to coverage under this 
title that the Secretary projects will result in a 
significant increase in the costs to 
Medicare+Choice of providing benefits under 
contracts under this part (for periods after any 
period described in section 1852(a)(5)), the Sec
retary shall adjust appropriately the payments 
to such organizations under this part. 

"(d) MEDICARE+CHOICE PAYMENT AREA DE
FINED.-

"(1) IN GENERAL.-In this part, except as pro
vided in paragraph (3), the term 
'Medicare+Choice payment area' means a coun
ty, or equivalent area sp'ecified by the Secretary. 

"(2) RULE FOR ESRD BENEFICIARIES.-ln the 
case of individuals who are determined to have 
end stage renal disease, the Medicare+Choice 
payment area shall be a State or such other 
payment area as the Secretary specifies. 

"(3) GEOGRAPHIC ADJUSTMENT.-
" ( A) IN GENERAL.-Upon written request of 

the chief executive officer of a State for a con
tract year (beginning after 1998) made by not 
later than February 1 of the previous year, the 
Secretary shall make a geographic adjustment to 
a Medicare+Choice payment area in the State 
otherwise determined under paragraph (1)-

"(i) to a single statewide Medicare+Choice 
payment area, 

"(ii) to the metropolitan based system de
scribed in subparagraph (C), or 

"(iii) to consolidating into a single 
Medicare+Choice payment area noncontiguous 
counties (or equivalent areas described in para
graph (1)) within a State. 
Such adjustment shall be effective for payments 
for months beginning with January of the year 
fallowing the year in which the request is re
ceived. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-ln 
the case of a State requesting an adjustment 
under this paragraph, the Secretary shall ini
tially (and annually thereafter) adjust the pay
ment rates otherwise established under this sec
tion for Medicare+Choice payment areas in the 
State in a manner so that the aggregate of the 
payments under this section in the State shall 
not exceed the aggregate payments that would 
have been made under this section for 
Medicare+Choice payment areas in the State in 
the absence of the adjustment under this para
graph. 

"(C) METROPOLITAN BASED SYSTEM.-The met
ropolitan based system described in this sub
paragraph is one in which-

"(i) all the portions of each metropolitan sta
tistical area in the State or in the case of a con-

solidated metropolitan statistical area, all of the 
portions of each primary metropolitan statistical 
area within the consolidated area within the 
State, are treated as a single Medicare+Choice 
payment area, and 

"(ii) all areas in the State that do not fall 
within a metropolitan statistical area are treat
ed as a single Medicare+Choice payment area. 

"(D) AREAS.-Jn subparagraph (C), the terms 
'metropolitan statistical area', 'consolidated 
metropolitan statistical area', and 'primary met
ropolitan statistical area' mean any area des
ignated as such by the Secretary of Commerce. 

"(e) SPECIAL RULES FOR INDIVIDUALS ELECT
ING MSA PLANS.-

"(1) IN GENERAL.-lf the amount Of the 
Medicare+Choice monthly MSA premium (as de
fined in section 1854(b)(2)(C)) for an MSA plan 
for a year is less than 1/12 of the annual 
Medicare+Choice capitation rate applied under 
this section for the area and year involved, the 
Secretary shall deposit an amount equal to 100 
percent of such difference in a Medicare+Choice 
MSA established (and, if applicable, designated) 
by the individual under paragraph (2). 

"(2) ESTABLISHMENT AND DESIGNATION OF 
MEDICARE+CHOICE MEDICAL SAVINGS ACCOUNT AS 
REQUIREMENT FOR PAYMEN1' OF CONTRIBUTION.
Jn the case of an individual who has elected 
coverage under an MSA plan, no payment shall 
be made under paragraph (1) on behalf of an in
dividual for a month unless the individual-

"( A) has established before the beginning of 
the month (or by such other deadline as the Sec

. retary may specify) a Medicare+Choice MSA (as 
defined in section 138(b)(2) of the Internal Rev
enue Code of 1986), and 

"(B) if the individual has established more 
than one such Medicare+Choice MSA, has des
ignated one of such accounts as the individual's 
Medicare+Choice MSA for purposes of this part. 
Under rules under this section, such an indi
vidual may change the designation of such ac
count under subparagraph (BJ for purposes of 
this part. 

"(3) LUMP-SUM DEPOSIT OF MEDICAL SAVINGS 
ACCOUNT CONTRIBUTION.- ln the case of an indi
vidual electing an MSA plan effective beginning 
with a month in a year, the amount of the con
tribution to the Medicare+Choice MSA on be
half of the individual for that month and all 
successive months in the year shall be deposited 
during that first month. In the case of a termi
nation of such an election as of a month before 
the end of a year, the Secretary shall provide 
for a procedure for the recovery of deposits at
tributable to the remaining months in the year. 

"(f) PAYMENTS FROM TRUST FUND.-The pay
ment to a Medicare+Choice organization under 
this section for individuals enrolled under this 
part with the organization and payments to a 
Medicare+Choice MSA under subsection (e)(l) 
shall be made from the Federal Hospital Insur
ance Trust Fund and the Federal Supple
mentary Medical Insurance Trust Fund in such 
proportion as the Secretary determines reJZects 
the relative weight that benefits under part A 
and under part B represents of the actuarial 
value of the total benefits under this title. 
Monthly payments otherwise payable under this 
section for October 2000 shall be paid on the 
first business day of such month. Monthly pay
ments otherwise payable under this section for 
October 2001 shall be paid on the last business 
day of September 2001. Monthly payments other
wise payable under this section for October 2006 
shall be paid on the first business day of Octo
ber 2006. 

"(g) SPECIAL RULE FOR CERTAIN INPATIENT 
HOSPITAL STAYS.-In the case of an individual 
who is receiving inpatient hospital services from 
a subsection (d) hospital (as defined in section 
1886(d)(l)(B)) as of the effective date of the indi
vidual's-
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"(1) election under this part of a 

Medicare+Choice plan offered by a 
Medicare+Choice organization-

"( A) payment for such services until the date 
of the individual's discharge shall be made 
under this title through the Medicare+Choice 
plan or the original medicare fee-for-service pro
gram option described in section 1851(a)(l)(A) 
(as the case may be) elected before the election 
with such organization, 

"(B) the elected organization shall not be fi
nancially responsible for payment for such serv
ices until the date after the date of the individ
ual's discharge, and 

" (C) the organization shall nonetheless be 
paid the full amount otherwise payable to the 
organization under this part; or 

"(2) termination of election with respect to a 
Medicare+Choice organization under this part-

"( A) the organization shall be financially re
sponsible for payment for such services after 
such date and until the date of the individual's 
discharge, 

"(B) payment for such services during the 
stay shall not be made under section 1886(d) or 
by any succeeding Medicare+Choice organiza
tion, and 

"(C) the terminated organization shall not re
ceive any payment with respect to the indi
vidual under this part during the period the in
dividual is not enrolled. 

"(h) SPECIAL RULE FOR HOSPICE CARE.-
"(1) INFORMATION.-A contract under this 

part shall require the Medicare+Choice organi
zation to inform each individual enro lled under 
this part with a Medicare+Choice plan offered 
by the organization about the availability of 
hospice care if-

" (A) a hospice program participating under 
this title is located within the organization's 
service area; or 

"(B) it is common practice to refer patients to 
hospice programs outside such service area. 

"(2) PAYMENT.-If an individual who is en
rolled with a Medicare+Choice organization 
under this part makes an election under section 
1812(d)(l) to receive hospice care from a par
ticular hospice program-

" (A) payment for the hospice care furnished 
to the individual shall be made to the hospice 
program elected by the individual by the Sec
retary; 

"(B) payment for other services for which the 
individual is eligible notwithstanding the indi
vidual's election of hospice care under section 
1812(d)(l), including services not related to the 
individual's terminal illness, shall be made by 
the Secretary to the Medicare+Choice organiza
tion or the provider or supplier of the service in
stead of payments calculated under subsection 
(a); and 

"(C) the Secretary shall continue to make 
monthly payments to the Medicare+Choice orga
nization in an amount equal to the value of the 
additional benefits required under section 
1854(f)(l)(A). 

"PREMIUMS 
"SEC. 1854. (a) SUBMISSION OF PROPOSED PRE

MIUMS AND RELATED INFORMATION.-
(1) IN GENERAL.-Not later than May 1 of each 

year, each Medicare+Choice organization shall 
submit to the Secretary, in a form and manner 
·specified by the Secretary and for each 
Medicare+Choice plan for the service area in 
which it intends to be offered in the following 
year-

"( A) the information described in paragraph 
(2), (3), or (4) for the type of plan involved; and 

"(B) the enrollment capacity (if any) in rela
tion to the plan and area. 

"(2) INFORMATION REQUIRED FOR COORDI
NATED CARE PLANS.-For a Medicare+Choice 
plan described in section 1851(a)(2)(A), the in
formation described in this paragraph is as fol
lows: 

"(A) BASIC (AND ADDITIONAL) BENEFITS.-For 
benefits described in 1852( a)(l)( A)-

" (i) the adjusted community rate (as defined 
in subsection (f)(3)); 

"(ii) the Medicare+Choice monthly basic bene
ficiary premium (as defined in subsection 
(b)(2)( A)); 

"(iii) a description of deductibles, coinsur
ance, and copayments applicable under the plan 
and the actuarial value of such deductibles, co
insurance, and copayments, described in sub
section (e)(l)(A); and 

"(iv) if required under subsection (f)(l), a de
scription of the additional benefits to be pro
vided pursuant to such subsection and the value 
determined for such proposed benefits under 
such subsection. 

"(B) SUPPLEMENTAL BENEFITS.-For benefits 
described in 1852(a)(3)-

"(i) the adjusted community rate (as defined 
in subsection (f)(3)); 

"(ii) the Medicare+Choice monthly supple
mental beneficiary premium (as defined in sub
section (b)(2)(B)); and 

"(iii) a description of deductibles, coinsur
ance, and copayments applicable under the plan 
and the actuarial value of such deductibles, co
insurance, and copayments, described in sub
section (e)(2). 

"(3) REQUIREMENTS FOR MSA PLANS.-For an 
MSA plan described, the information described 
in this paragraph is as fallows: · 

"(A) BASIC (AND ADDITIONAL) BENEFITS.-For 
benefits described in 1852(a)(l)(A), the amount 
of the Medicare+Choice monthly MSA premium. 

"(B) SUPPLEMENTAL BENEFJTS.-For benefits 
described in 1852(a)(3), the amount of the 
Medicare+Choice ·monthly supplementary bene
ficiary premium. 

"(4) REQUIREMENTS FOR PRIVATE FEE-FOR
SERVICE PLANS.-For a Medicare+Choice plan 
described in section 1851(a)(2)(C) for benefits de
scribed in 1852(a)(l)(A), the information de
scribed in this paragraph is as fallows:-

"( A) BASIC (AND ADDITIONAL) BENEFITS.-For 
benefits described in 1852(a)(l)(A)-

"(i) the adjusted community rate (as defined 
in subsection (f)(3)); 

"(ii) the amount of the Medicare+Choice 
monthly basic beneficiary premium; 

"(iii) a description of the deductibles, coinsur
ance, and copayments applicable under the 
plan, and the actuarial value of such 
deductibles, coinsurance, and copayments, as 
described in subsection (e)(4)(A); and 

"(iv) if required under subsection (f)(l), a de
scription of the additional benefits to be pro
vided pursuant to such subsection and the value 
determined for such proposed benefits under 
such subsection. 

"(B) SUPPLEMENTAL BENEFITS.-For benefits 
described in 1852(a)(3), the amount of the 
Medicare+Choice monthly supplemental bene
ficiary premium (as defined in subsection 
(b)(2)(B)). 

"(5) REVIEW.-
"( A) IN GENERAL.-Subject to subparagraph 

(B), the Secretary shall review the adjusted 
community rates, the amounts of the basic and 
supplemental premiums, and values filed under 
this subsection and shall approve or disapprove 
such rates, amounts, and value so submitted. 

"(BJ EXCEPTION.-The Secretary shall not re
view, approve, or disapprove the amounts sub
m"itted under paragraph (3) or subparagraphs 
(A)(ii) and (B) of paragraph (4). 

"(b) MONTHLY PREMIUM Ci-IARGED.
"(1) IN GENERAL.-
"(A) RULE FOR OTHER THAN MSA PLANS.-The 

monthly amount of the premium charged to an 
individual enrolled in a Medicare+Choice plan 
(other than an MSA plan) offered by a 
Medicare+Choice organization shall be equal to 
the sum of the Medicare+Choice monthly basic 

beneficiary premium and the Medicare+Choice 
monthly supplementary beneficiary premium (if 
any). 

"(B) MSA PLANS.-The monthly amount of 
the premium charged to an individual enrolled 
in an MSA plan offered by a Medicare+Choice 
organization shall be equal to the 
Medicare+Choice monthly supplemental bene
ficiary premium (if any). 

"(2) PREMIUM TERMINOLOGY DEFINED.-For 
purposes of this part: 

"(A) THE MEDICARE+CHOICE MONTHLY BASIC 
BENEFICIARY PREMJUM.-The term 
'Medicare+Choice monthly basic beneficiary 
premium' means, with respect to a 
Medicare+Choice plan, the amount authorized 
to be charged under subsection (e)(l) for the 
plan, or, in the case of a Medicare+Choice pri
vate fee-for-service plan, the amount filed under 
subsection (a)( 4)( A)( ii). 

"(B) MEDICARE+CHOICE MONTHLY SUPPLE
MENTAL BENEFICIARY PREMIUM.-The term 
'Medicare+Choice monthly supplemental bene
ficiary premium' means, with respect to a 
Medicare+Choice plan, the amount authorized 
to be charged under subsection (e)(2) for the 
plan or, in the case of a MSA plan or 
Medicare+Choice private fee-for-service plan, 
the amount filed under paragraph (3)(B) or 
(4)(B) of subsection (a). 

"(C) MEDICARE+CHOICE MONTHLY MSA PRE
MIUM.-The term 'Medicare+Choice monthly 
MSA premium' means, with respect to a 
Medicare+Choice plan, the amount of such pre
mium filed under subsection (a)(3)(A) for the 
plan. 

"(c) UNIFORM PREMIUM.-The 
Medicare+Choice monthly basic and supple-
mental beneficiary premium, the 
Medicare+Choice monthly MSA premium 
charged under subsection (b) of a 
Medicare+Choice organization under this part 
may not vary among individuals enrolled in the 
plan. 

"(d) TERMS AND CONDITIONS OF IMPOSING 
PREMIUMS.-Each Medicare+Choice organiza
tion shall permit the payment of 
Medicare+Choice monthly basic and supple
mental beneficiary premiums on a monthly 
basis, may terminate election of individuals for 
a Medicare+ Choice plan for failure to make pre
mium payments only in accordance with section 
185l(g)(3)(B)(i), and may not provide for cash or 
other monetary rebates as an inducement for en
rollment or otherwise. 

"(e) LIMITATION ON ENROLLEE LIABILITY.- • 
"(1) FOR BASIC AND ADDITIONAL BENEFITS.-In 

no event may-
"( A) the Medicare+Choice monthly basic ben

eficiary premium (multiplied by 12) and the ac
tuarial value of the deductibles, coinsurance, 
and copayments applicable on average to indi
viduals enrolled under this part with a 
Medicare+Choice plan described in section 
1851(a)(2)(A) of an organization with respect to 
required benefits described in section 
1852(a)(l)( A) and additional benefits (if any) re
quired under subsection (f)(l)(A) for a year, ex
ceed 

"(B) the actuarial value of the deductibles, 
coinsurance, and copayments that would be ap
plicable on average to individuals entitled to 
benefits under part A and enrolled under part B 
if they were not members of a Medicare+Choice 
organization for the year. 

"(2) FOR SUPPLEMENTAL BENEFITS.-If the 
Medicare+Choice organization provides to its 
members enrolled under this part in a 
Medicare+Choice plan described in section 
1851(a)(2)(A) with respect to supplemental bene
fits described in section 1852(a)(3), the sum of 
the Medicare+Choice monthly supplemental 
beneficiary premium (multiplied by 12) charged 
and the actuarial value of its deductibles, coin
surance, and copayments charged with respect 
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to such benefits may not exceed the adjusted 
community rate for such benefits (as defined in 
subsection (f)(3)). 

"(3) DETERMINATION ON OTHER BASIS.-lf the 
Secretary determines that adequate data are not 
available to determine the actuarial value under 
paragraph (l)(A) or (2), the Secretary may de
termine such amount with respect to all individ
uals in same geographic area, the State, or in 
the United States, eligible to enroll in the 
Medicare+Choice plan involved under this part 
or on the basis of other appropriate data. 

"(4) SPECIAL RULE FOR PRIVATE FEE-FOR-SERV
ICE PLANS.-With respect to a Medicare+Choice 
private fee-for-service plan (other than a plan 
that is an MSA plan) , in no event may-

"( A) the actuarial value of the deductibles, 
coinsurance, and copayments applicable on av
erage to individuals enrolled under this part 
with such a plan of an organization with re
spect to required benefits described in section 
1852(a)(l), exceed 

"(B) the actuarial value of the deductibles, 
coinsurance, and copayments that would be ap
plicable on average to individuals entitled to 
benefits under part A and enrolled under part B 
if t hey were not members of a Medicare+Choice 
organization for the year. 

"(f) REQUIREMENT FOR ADDITIONAL BENE
FITS.-

"(1) REQUIREMENT.-
"(A) IN GENERAL.-Each Medicare+Choice or

ganization (in relation to a Medicare+Choice 
plan, other than an MSA plan, it offers) shall 
provide that if there is an excess amount (as de
fined in subparagraph (B)) for the plan for a 
contract year, subject to the succeeding provi
sions of this subsection, the organization shall 
provide to individuals such additional benefits 
(as the organization may specify) in a value 
which the Secretary determines is at least equal 
to the adjusted excess amount (as defined in 
subparagraph (C)). 

"(B) EXCESS AMOUNT.- For purposes of this 
paragraph, the 'excess amount', for an organi
zation for a plan, is the amount (if any) by 
which-

"(i) the average of the capitation payments 
made to the organization under section 1853 for 
the plan at the beginning of contract year, ex
ceeds 

"(ii) the actuarial value of the required bene
fits described in section 1852(a)(l)( A) under the 
plan for individuals under this part, as deter
mined based upon an adjusted community rate 
described in paragraph (3) (as reduced for the 
actuarial value of the coinsurance, copayments, 
and deductibles under parts A and B). 

"(C) ADJUSTED EXCESS AMOUNT.-For pur
poses of this paragraph, the 'adjusted excess 
amount', for an organization for a plan, is the 
excess amount reduced to reflect any amount 
withheld and reserved for the organization for 
the year under paragraph (2). 

"(D) UNIFORM APPLICATION.-This paragraph 
shall be applied uni! ormly for all enrollees for a 
plan. 

"(E) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing a 
Medicare+Choice organization from providing 
supplemental benefits (described in section 
1852(a)(3)) that are in addition to the health 
care benefits otherwise required to be provided 
under this paragraph and from imposing a pre
mium for such supplemental benefits. 

"(2) STABILIZATION FUND.-A 
Medicare+Choice organization may provide that 
a part of the value of an excess amount de
scribed in paragraph (1) be withheld and re
served in the Federal Hospital Insurance Trust 
Fund and in the Federal Supplementary Med
ical Insurance Trust Fund (in such proportions 
as the Secretary determines to be appropriate) 
by the Secretary for subsequent annual contract 

periods, to the extent required to stabilize and 
prevent undue fluctuations in the additional 
benefits offered in those subsequent periods by 
the organization in accordance with such para
graph. Any of such value of the amount re
served which is not provided as additional bene
fits described in paragraph (l)(A) to individuals 
electing the Medicare+Choice plan of the orga
nization in accordance with such paragraph 
prior to the end of such periods, shall revert for 
the use of such trust funds. 

"(3) ADJUSTED COMMUNITY RATE.-For pur
poses of this subsection, subject to paragraph 
(4), the term 'adjusted community rate' for a 
service or services means, at the election of a 
Medicare+Choice organization, either-

"( A) the rate of payment for that service or 
services which the Secretary annually deter
mines would apply to an individual electing a 
Medicare+Choice plan under this part if the 
rate of payment were determined under a 'com
munity rating system' (as defined in section 
1302(8) of the Public Health Service Act, other 
than subparagraph (C)), or 

"(B) such portion of the weighted aggregate 
premium, which the Secretary annually esti
mates would apply to such an individual, as the 
Secretary annually estimates is attributable to 
that service or services, 
but adjusted for differ enc es between the utiliza
tion characteristics of the individuals electing 
coverage under this part and the utilization 
characteristics of the other enrollees with the 
plan (or, if the Secretary finds that adequate 
data are not available to adjust for those dif
ferences, the differences between the utilization 
characteristics of individuals selecting other 
Medicare+Choice coverage, or Medicare+Choice 
eligible individuals in the area, in the State, or 
in the United States, eligible to elect 
Medicare+Choice coverage under this part and 
the utilization characteristics of the rest of the 
population in the area, in the State, or in the 
United States, respectively). 

" (4) DETERMINATION BASED ON INSUFFICIENT 
DATA.-For purposes of this subsection, if the 
Secretary finds that there is insufficient enroll
ment experience to determine an average of the 
capitation payments to be made under this part 
at the beginning of a contract period or to deter
mine (in the case of a newly operated provider
sponsored organization or other new organiza
tion) the adjusted community rate for the orga
nization, the Secretary may determine such an 
average based on the enrollment experience of 
other contracts entered into under this part and 
may determine such a rate using data in the 
general commercial marketplace. 

"(g) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.-No State may impose a pre
mium tax or similar tax with respect to pay
ments to Medicare+Choice organizations under 
section 1853. 
"ORGANIZATIONAL AND FINANCIAL REQUIREMENTS 

FOR MEDICARE+CHOICE ORGANIZATIONS; PRO
VIDER-SPONSORED ORGANIZATIONS 
"SEC. 1855. (a) ORGANIZED AND LICENSED 

UNDER STATE LAW.-
"(1) IN GENERAL.-Subject to paragraphs (2) 

and (3), a Medicare+Choice organization shall 
be organized and licensed under State law as a 
risk-bearing entity eligible to offer health insur
ance or health benefits coverage in each State in 
which it offers a Medicare+ Choice plan. 

"(2) SPECIAL EXCEPTION FOR PROVIDER-SPON
SORED ORGANIZAT!ONS.-

"(A) IN GENERAL.-ln the case of a provider
sponsored organization that seeks to offer a 
Medicare+Choice plan in a State, the Secretary 
shall waive the requirement of paragraph (1) 
that the organization be licensed in that State 
if-

" (i) the organization files an application for 
such waiver with the Secretary by not later 
than November 1, 2002, and 

"(ii) the Secretary determines, based on the 
application and other evidence presented to the 
Secretary, that any of the grounds for approval 
of the application described in subparagraph 
(B), (C), or (D) has been met. 

" (B) FAILURE TO ACT ON LICENSURE APPLICA
TION ON A TIMELY BASJS.- The ground for ap
proval of such a waiver application described in 
this subparagraph is that the State has failed to 
complete action on a licensing application of the 
organization within 90 days of the date of the 
State's receipt of a substantially complete appli
cation. No period before the date of the enact
ment of this section shall be included in deter
mining such 90-day period. 

" (C) DENIAL OF APPLICATION BASED ON DIS
CRIMINATORY TREATMENT.-The ground for ap
proval of such a waiver application described in 
this subparagraph is that the State has denied 
such a licensing application and-

"(i) the standards or review process imposed 
by the State as a condition of approval of the li
cense imposes any material requirements, proce
dures, or standards (other than solvency re
quirements) to such organizations that are not 
generally applicable to other entities engaged in 
a substantially similar business, or 

"(ii) the State requires the organization, as a 
condition of licensure, to offer any product or 
plan other than a Medicare+Choice plan. 

"(D) DENIAL OF APPLICATION BASED ON APPLI
CATION OF SOLVENCY REQUIREMENTS.-With re
spect to waiver applications filed on or after the 
date of publication of solvency standards under 
section 1856(a) , the ground for approval of such 
a waiver application described in this subpara
graph is that the State has denied such a licens
ing application based (in whole or in part) on 
the organization's failure to meet applicable sol
vency requirements and-

" (i) such requirements are not the same as the 
solvency standards established under section 
1856(a); or 

"(ii) the State has imposed as a condition of 
approval of the license documentation or inf or
mation requirements relating to solvency or 
other material requirements, procedures, or 
standards relating to solvency that are different 
from the requirements, procedures, and stand
ards applied by the Secretary under subsection 
(d)(2). 
For purposes of this paragraph, the term 'sol
vency requirements' means requirements relat
ing to solvency and other matters covered under 
the standards established under section 1856(a). 

"(E) TREATMENT OF WATVER.-ln the case of a 
waiver granted under this paragraph for a pro
vider-sponsored organization with respect to a 
State-

"(i) LIMITATION TO STATE.-The waiver shall 
be effective only with respect to that State and 
does not apply to any other State. 

"(ii) LIMITATION TO 36-MONTH PERIOD.-The 
waiver shall be effective only for a 36-month pe
riod and may not be renewed. 

"(iii) CONDITIONED ON COMPLIANCE WITH CON
SUMER PROTECTION AND QUALITY STANDARDS.
The continuation of the waiver is conditioned 
upon the organization's compliance with the re
quirements described in subparagraph (G). 

"(iv) PREEMPTION OF STATE LAW.-Any provi
sions of law of that State which relate to the li
censing of the organization and which prohibit 
the organization from providing coverage pursu
ant to a contract under this part shall be super
seded. 

"(F) PROMPT ACTION ON APPLICATIO]'f.- The 
Secretary shall grant or deny such a waiver ap
plication within 60 days after the date the Sec
retary determines that a substantially complete 
waiver application has been filed. Nothing in 
this section shall be construed as preventing an 
organization which has had such a waiver ap
plication denied from submitting a subsequent 
waiver application. 
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"(G) APPLICATION AND ENFORCEMENT OF 

STATE CONSUMER PROTECTION AND QUALITY 
STANDARDS.-

"(i) IN GENERAL.-A waiver granted under 
this paragraph to an organization with respect 
to licensing under State law is conditioned upon 
the organization's compliance with all consumer 
protection and quality standards insofar as 
such standards-

"( I) would apply in the State to the organiza
tion if it were licensed under State law; 

"(II) are generally applicable to other 
Medicare+Choice organizations and plans in the 
State; and 

"(Ill) are consistent with the standards estab
lished under this part. 
Such standards shall not include any standard 
preempted under section 1856(b)(3)(B). 

"(ii) INCORPORATION INTO CONTRACT.-ln the 
case of such a waiver granted to an organiza
tion with respect to a State, the Secretary shall 
incorporate the requirement that the organiza
tion (and Medicare+Choice plans it offers) com
ply with standards under clause (i) as part of 
the contract between the Secretary and the or
ganization under section 1857. 

"(iii) ENFORCEMENT.-ln the case of such a 
waiver granted to an organization with respect 
to a State, the Secretary may enter into an 
agreement with the State under which the State 
agrees to provide for monitoring and enforce
ment activities with respect to compliance of 
such an organization and its Medicare+Choice 
plans with such standards. Such monitoring 
and enforcement shall be conducted by the State 
in the same manner as the State enforces such 
standards with respect to other 
Medicare+Choice organizations and plans, 
without discrimination based on the type of or
ganization to which the standards apply. Such 
an agreement shall specify or establish mecha
nisms by which compliance activities are under
taken, while not lengthening the time required 
to review und process applications for waivers 
under this paragraph. 

"(H) REPORT.-By not later than December 
31, 2001, the Secretary shall submit to the Com
mittee on Ways and Means and the Committee 
on Commerce of the House of Representatives 
and the Committee on Finance of the Senate a 
report regarding whether the waiver process 
under this paragraph should be continued after 
December 31, 2002. In making such recommenda
tion, the Secretary shall consider, among other 
factors, the impact of such process on bene
ficiaries and on the long-term solvency of the 
program under this title. 

"(3) LICENSURE DOES NOT SUBSTITUTE FOR OR 
CONSTITUTE CERTIFICATION.-The fact that an 
organization is licensed in accordance with 
paragraph (1) does not deem the organization to 
meet other requirements imposed under this 
part. 

"(b) ASSUMPTION OF FULL FINANCIAL RISK.
The Medicare+Choice organization shall assume 
full financial risk on a prospective basis for the 
provision of the health care services for which 
benefits are required to be provided under sec
tion 1852(a)(l), e:rcept that the organization-

"(1) may obtain insurance or make other ar
rangements for the cost of providing to any en
rolled member such services the aggregate value 
of which exceeds such aggregate level as the 
Secretary specifies from time to time, 

"(2) may obtain insurance or make other ar
rangements for the cost of such services pro
vided to its enrolled members other than 
through the organization because medical neces
sity required their provision before they could be 
secured through the organization, 

"(3) may obtain insurance or make other ar
rangements for not more than 90 percent of the 
amount by which its costs for any of its fiscal 
years exceed 115 percent of its income for such 
fiscal year, and 

"(4) may make arrangements with physicians 
or other health care professionals, health care 
institutions, or any combination of such individ
uals or institutions to assume all or part of the 
financial risk on a prospective basis for the pro
vision of basic health services by the physicians 
or other health professionals or through the in
stitutions. 

"(c) CERTIFICATION OF PROVISION AGAINST 
RISK OF INSOLVENCY FOR UNLICENSED PSOS.-

"(1) IN GENERAL.-Each Medicare+Choice or
ganization that is a provider-sponsored organi
zation, that is not licensed by a State under 
subsection (a), and for which a waiver applica
tion has been approved under subsection (a)(2), 
shall meet standards established under section 
1856(a) relating to the financial solvency and 
capital adequacy of the organization. 

"(2) CERTIFICATION PROCESS FOR SOLVENCY 
STANDARDS FOR PSOS.-The Secretary shall es
tablish a process for the receipt and approval of 
applications of a provider-sponsored organiza
tion described in paragraph (1) for certification 
(and periodic recertification) of the organization 
as meeting such solvency standards. Under such 
process, the Secretary shall act upon such a cer
tification application not later than 60 days 
after the date the application has been received. 

"(d) PROVIDER-SPONSORED ORGANIZATION DE
FINED.-

"(1) IN GENERAL.-ln this part, the term 'pro
vider-sponsored organization' means a public or 
private entity-

"( A) that is established or organized, and op
erated, by a health care provider, or group of 
affiliated health care providers, 

"(B) that provides a substantial proportion 
(as defined by the Secretary in accordance with 
paragraph (2)) of the health care items and 
services under the contract under this part di
rectly through the provider or affiliated group 
of providers, and 

"(C) with respect to which the affiliated pro
viders share, directly or indirectly, substantial 
financial risk with respect to the provision of 
such items and services and have at least a ma
jority financial interest in the entity. 

"(2) SUBSTANTIAL PROPORTION.-In defining 
what is a 'substantial proportion' for purposes 
of paragraph (l)(B), the Secretary-

"( A) shall take into account the need for such 
an organization to assume responsibility for 
providing-

"(i) significantly more than the majority of 
the items and services under the contract under 
this section through its own affiliated providers; 
and 

"(ii) most of the remainder of the items and 
services under the contract through providers 
with which the organization has an agreement 
to provide such items and services, 
in order to assure financial stability and to ad
dress the practical considerations involved in in
tegrating the delivery of a wide range of service 
providers; 

"(B) shall take into account the need for such 
an organization to provide a limited proportion 
of the items and services under the contract 
through providers that are neither affiliated 
with nor have an agreement with the organiza
tion; and 

"(C) may allow for variation in the definition 
of substantial proportion among such organiza
tions based on relevant differences among the 
organizations, such as their location in an 
urban or rural area. 

"(3) AFFILIATION.-For purposes of this sub
section, a provider is 'affiliated' with another 
provider if, through contract, ownership, or oth
erwise-

"( A) one provider , directly or indirectly, con
trols, is controlled by, or is under common con
trol with the other, 

"(B) both providers are part of a controlled 
group of corporations under section 1563 of the 
Internal Revenue Code of 1986, 

"(C) each provider is a participant in a lawful 
combination under which each provider shares 
substantial financial risk in connection with the 
organization's operations, or 

"(D) both providers are part of an affiliated 
service group under section 414 of such Code. 

"(4) CONTROL.-For purposes of paragraph 
(3), control is presumed to exist if one party , di
rectly or indirectly, owns, controls, or holds the 
power to vote, or proxies for, not less than 51 
percent of the voting rights or governance rights 
of another. 

"(5) HEALTH CARE PROVIDER DEFINED.-In this 
subsection, the term 'health care provider' 
means-

"(A) any individual who is engaged in the de
livery of health care services in a State and who 
is required by State law or regulation to be li
censed or certified by the State to engage in the 
delivery of such services in the State, and 

"(B) any entity that is engaged in the deliv
ery of health care services in a State and that, 
if it is required by State law or regulation to be 
licensed or certified by the State to engage in 
the delivery of such services in the State, is so 
licensed. · 

"(6) REGULATIONS.-The Secretary shall issue 
regulations to carry out this subsection. 

"ESTABLISHMENT OF STANDARDS 
"SEC. 1856. (a) ESTABLISHMENT OF SOLVENCY 

STANDARDS FOR PROVIDER-SPONSORED ORGANI
ZATIONS.-

"(1) ESTABLISHMENT.-
"( A) IN GENERAL.-The Secretary shall estab

lish, on an expedited basis and using a nego
tiated rulemaking process under subchapter III 
of chapter 5 of title 5, United States Code, 
standards described in section 1855(c)(l) (relat
ing to the financial solvency and capital ade
quacy of the organization) that entities must 
meet to qualify as provider-sponsored organiza
tions under this part. 

"(B) FACTORS TO CONSIDER FOR SOLVENCY 
STANDARDS.-ln establishing solvency standards 
under subparagraph (A) for provider-sponsored 
organizations, the Secretary shall consult with 
interested parties and shall take into account-

"(i) the delivery system assets of such an or
ganization and ability of such an organization 
to provide services directly to enrollees through 
affiliated providers, 

"(ii) alternative means of protecting against 
insolvency, including reinsurance, unrestricted 
surplus, letters of credit, guarantees, organiza
tional insurance coverage, partnerships with 
other licensed entities, and valuation attrib
utable to the ability of such an organization to 
meet its service obligations through direct deliv
ery of care, and 

"(iii) any standards developed by the Na
tional Association of Insurance Commissioners 
specifically for risk-based health care delivery 
organizations. 

"(C) ENROLLEE PROTECTION AGAINST INSOL
VENCY.-Such standards shall include provisions 
to prevent enrollees from being held liable to 
any person or entity for the Medicare+Choice 
organization's debts in the event of the organi
zation's insolvency. 

"(2) PUBLICATION OF NOTICE.-ln carrying out 
the rulemaking process under this subsection, 
the Secretary, after consultation with the Na
tional Association of Insurance Commissioners, 
the American Academy of Actuaries, organiza
tions representative of medicare beneficiaries, 
and other interested parties, shall publish the 
notice provided for under section 564(a) of title 
5, United States Code, by not later than 45 days 
after the date of the enactment of this section. 

"(3) TARGET DATE FOR PUBLICATION OF 
RULE.- As part of the notice under paragraph 
(2), and for purposes of this subsection, the 'tar
get date for publication' (ref erred to in section 
564(a)(5) of such title) shall be April 1, 1998. 
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"(4) ABBREVIATED PERIOD FOR SUBMISSION OF 

COMMENTS.- In applying section 564(c) of such 
title under this subsection, '15 days' shall be 
substituted for '30 days'. 

"(5) APPOINTMENT OF NEGOTIATED RULE
MAKING COMMITTEE AND FACILITATOR.-The Sec
retary shall provide for-

"( A) the appointment of a negotiated rule
making committee under section 565(a) of such 
title by not later than 30 days after the end of 
the comment period provided for under section 
564(c) of such title (as shortened under para
graph (4)), and 

"(B) the nomination of a facilitator under sec
tion 566(c) of such title by not-later than 10 days 
after the date of appointment of the committee. 

"(6) PRELIMINARY COMMITTEE REPORT.-The 
negotiated rulemaking committee appointed 
under paragraph (5) shall report to the Sec
retary, by not later than January 1, 1998, re
garding the committee's progress on achieving a 
consensus with regard to the rulemaking pro
ceeding and whether such consensus is likely to 
occur before 1 month before the target date for 
publication of the rule. If the committee reports 
that the committee has failed to make signifi
cant progress towards such consensus or is un
likely to reach such consensus by the target 
date, the Secretary may terminate such process 
and provide for the publication of a rule under 
this subsection through such other methods as 
the Secretary may provide. 

"(7) FINAL COMMITTEE REPORT.-lf the com
mittee is not terminated under paragraph (6), 
the rulemaking committee shall submit a report 
containing a proposed rule by not later than 1 
month before the target date of publication. 

"(8) INTERIM, FINAL EFFECT.-The Secretary 
shall publish a rule under this subsection in the 
Federal Register by not later than the target 
date of publication. Such rule shall be effective 
and final immediately on an interim basis, but is 
subject to change and revision after public no
tice and opportunity for a period (of not less 
than 60 days) for public comment. In connection 
with such rule, the Secretary shall specify the 
process for the timely review and approval of 
applications of entities to be certified as pro
vider-sponsored organizations pursuant to such 
rules and consistent with this subsection. 

"(9) PUBLICATION OF RULE AFTER PUBLIC COM
MENT.-The Secretary shall provide for consid
eration of such comments and republication of 
such rule by not later than 1 year after the tar
get date of publication. 

"(b) ESTABLISHMENT OF OTHER STANDARDS.
"(1) IN GENERAL.-The Secretary shall estab

lish by regulation other standards (not described 
in subsection (a)) for Medicare+Choice organi
zations and plans consistent with, and to carry 
out, this part. The Secretary shall publish such 
regulations by June 1, 1998. In order to carry 
out this requirement in a timely manner, the 
Secretary may promulgate regulations that take 
effect on an interim basis, after notice and 
pending opportunity for public comment. 

"(2) USE OF CURRENT STANDARDS.-Consistent 
with the requirements of this part, standards es
tablished under this subsection shall be based 
on standards established under section 1876 to 
carry out analogous provisions of such section. 

"(3) RELATION TO STATE LAWS.-
"(A) IN GENERAL.-The standards established 

under this subsection shall supersede any State 
law or regulation (including standards described 
in subparagraph (B)) with respect to 
Medicare+ Choice plans which are offered by 
Medicare+Choice organizations under this part 
to the extent such law or regulation is incon
sistent with such standards. 

" (B) STANDARDS SPECIFICALLY SUPERSEDED.
State standards relating to the fallowing are su
perseded under this paragraph: 

"(i) Benefit requirements. 

"(ii) Requirements relating to inclusion or 
treatment of providers. 

"(iii) Coverage determinations (including re
lated appeals and grievance processes). 

''CONTRACTS WITH MEDICARE+CHOICE 
ORGANIZATIONS 

"SEC. 1857. (a) IN GENERAL...:_The Secretary 
shall not permit the election under section 1851 
of a Medicare+Choice plan offered by a 
Medicare+Choice organization under this part, 
and no payment shall be made under section 
1853 to an organization, unless the Secretary 
has entered into a contract under this section 
with the organization with respect to the offer
ing of such plan. Such a contract with an orga
nization may cover more than 1 
Medicare+Choice plan. Such contract shall pro
vide that the organization agrees to comply with 
the applicable requirements and standards of 
this part and the terms and conditions of pay
ment as provided for in this part. 

"(b) MINIMUM ENROLLMENT REQUIREMENTS.
"(1) IN GENERAL.-Subject to paragraph (2), 

the Secretary may not enter into a contract 
under this section with a Medicare+Choice or
ganization unless the organization has-

"( A) at least 5,000 individuals (or 1,500 indi
viduals in the case of an organization that is a 
provider-sponsored organization) who are re
ceiving health benefits through the organiza
tion, or 

"(B) at least 1,500 individuals (or 500 individ
uals in the case of an organization that is a pro
vider-sponsored organization) who are receiving 
health benefits through the organization if the 
organization primarily serves individuals resid
ing outside of urbanized areas. 

"(2) APPLICATION TO MSA PLANS.-In applying 
paragraph (1) in the case of a Medicare+Choice 
organization that is offering an MSA plan, 
paragraph (1) shall be applied by substituting 
covered lives for individuals. 

"(3) ALLOWING TRANSITION.-The Secretary 
may waive the requirement of paragraph (1) 
during the first 3 contract years with respect to 
an organization. 

"(c) CONTRACT PERIOD AND EFFECTIVENESS.
"(1) PERIOD.-Each contract under this sec

tion shall be for a term of at least 1 year, as de
termined by the Secretary, and may be made 
automatically renewable from term to term in 
the absence of notice by either party of inten
tion to terminate at the end of the current term. 

"(2) TERMINATION AUTHORITY.-ln accordance 
with procedures established under subsection 
(h), the Secretary may at any time terminate 
any such contract if the Secretary determines 
that the organization-

"( A) has failed substantially to carry out the 
contract; 

"(B) is carrying out the contract in a manner 
inconsistent with the efficient and effective ad
ministration of this part; or 

"(C) no longer substantially meets the appli
cable conditions of this part. 

"(3) EFFECTIVE DATE OF CONTRACTS.-The ef
fective date of any contract executed pursuant 
to this section shall be specified in the contract, 
except that in no case shall a contract under 
this section which provides for coverage under 
an MSA plan be effective before January 1999 
with respect to such coverage. 

"(4) PREVIOUS TERMINATIONS.-The Secretary 
may not enter into a contract with a 
Medicare+Choice organization if a previous con
tract with that organization under this section 
was terminated at the request of the organiza
tion within the preceding 5-year period, except 
in circumstances which warrant special consid
eration, as determined by the Secretary. 

"(5) CONTRACTING AUTHORITY.-The authority 
vested in the Secretary by this part may be per
formed without regard to such provisions of law 
or regulations relating to the making, perform-

ance, amendment, or modification of contracts 
of the United States as the Secretary may deter
mine to be inconsistent with the furtherance of 
the purpose of this title. 

"(d) PROTECTIONS AGAINST FRAUD AND BENE
FICIARY PROTECTIONS.-

"(1) PERIODIC AUDITING.-The Secretary shall 
provide for the annual auditing of the financial 
records (including data relating to medicare uti
lization, costs, and computation of the adjusted 
community rate) of at least one-third of the 
Medicare+ Choice organizations offering 
Medicare+Choice plans under this part. The 
Comptroller General shall monitor auditing ac
tivities conducted under this subsection. 

"(2) INSPECTION AND AUDIT.-Each contract 
under this section shall provide that the Sec
retary, or any person or organization designated 
by the Secretary-

" (A) shall have the right to inspect or other
wise evaluate (i) the quality, appropriateness, 
and timeliness of services performed under the 
contract, and (ii) the facilities of the organiza
tion when there is reasonable evidence of some 
need for such inspection, and 

"(B) shall have the right to audit and inspect 
any books and records of the Medicare+Choice 
organization that pertain (i) to the ability of the 
organization to bear the risk of potential finan
cial losses, or (ii) to services performed or deter
minations of amounts payable under the con
tract. 

"(3) ENROLLEE NOTICE AT TIME OF TERMI
NATION.- Each contract under this section shall 
require the organization to provide (and pay 
for) written notice in advance of the contract's 
termination, as well as a description of alter
natives for obtaining benefits under this title, to 
each individual enrolled with the organization 
under this part. 

"(4) DISCLOSURE.-
"(A) IN GENERAL.-Each Medicare+Choice or

ganization shall, in accordance with regulations 
of the Secretary, report to the Secretary finan
cial information which shall include the f al
lowing: 

"(i) Such information as the Secretary may 
require demonstrating that the organization has 
a fiscally sound operation. 

"(ii) A copy of the report, if any, filed with 
the Health Care Financing Administration con
taining the information required to be reported 
under section 1124 by disclosing entities. 

"(iii) A description of transactions, as speci
fied by the Secretary, between the organization 
and a party in interest. Such transactions shall 
include-

"(!) any sale or exchange, or leasing of any 
property between the organization and a party 
in interest; 

"(JI) any furnishing for consideration of 
goods, services (including management services), 
or facilities between the organization and a 
party in interest, but not including salaries paid 
to employees for services provided in the normal 
course of their employment and health services 
provided to members by hospitals and other pro
viders and by staff, medical group (or groups), 
individual practice association (or associations), 
or any combination thereof; and 

"(III) any lending of money or other exten
sion of credit between an organization and a 
party in interest. 
The Secretary may require that information re
ported respecting an organization which con
trols, is controlled by, or is under common con
trol with, another entity be in the form of a con
solidated financial statement for the organiza
tion and such entity. 

" (B) PARTY IN INTEREST DEFINED.-For the 
purposes of this paragraph, the term 'party in 
interest' means-

"(i) any director, officer, partner, or employee 
responsible for management or administration of 
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a Medicare+Choice organization, any person 
who is directly or indirectly the beneficial owner 
of more than 5 percent of the equity of the orga
nization, any person who is the beneficial owner 
of a mortgage, deed of trust, note, or other inter
est secured by, and valuing more than 5 percent 
of the organization, and, in the case of a 
Medicare+Choice organization organized as a 
nonprofit corporation, an incorporator or mem
ber of such corporation under applicable State 
corporation law; 

"(ii) any entity in which a person described in 
clause (i)-

"(I) is an officer or director; 
"(//) is a partner (if such entity is organized 

as a partnership); 
"(///) has directly or indirectly a beneficial 

interest of more than 5 percent of the equity; or 
"(IV) has a mortgage, deed of trust, note, or 

other interest valuing more than 5 percent of the 
assets of such entity; 

"(iii) any person directly or indirectly control
ling, controlled by, or under common control 
with an organization; and 

"(iv) any spouse, child, or parent of an indi
vidual described in clause (i). 

"(C) ACCESS TO INFORMATION.-Each 
Medicare+Choice organization shall make the 
information reported pursuant to subparagraph 
(A) available to its enrollees upon reasonable re
quest. 

"(5) LOAN INFORMATION.-The contract shall 
require the organization to notify the Secretary 
of loans and other special financial arrange
ments which are made between the organization 
and subcontractors, affiliates, and related par
ties. 

"(e) ADDITIONAL CONTRACT TERMS.-
"(1) IN GENERAL.-The contract shall contain 

such other terms and conditions not inconsistent 
with this part (including requiring the organiza
tion to provide the Secretary with such inf orma
tion) as the Secretary may find necessary and 
appropriate. 

"(2) COST-SHARING IN ENROLLMENT-RELATED 
COSTS.-

"(A) IN GENERAL.- A Medicare+Choice orga
nization shall pay the fee established by the 
Secretary under subparagraph (B). 

"(B) AUTHORIZATION.-The Secretary is au
thorized to charge a fee to each 
Medicare+Choice organization with a contract 
under this part that is equal to the organiza
tion's pro rata share (as determined by the Sec
retary) of the aggregate amount of fees which 
the Secretary is directed to collect in a fiscal 
year. Any amounts collected are authorized to 
be appropriated only for the purpose of carrying 
out .section 1851 (relating to enrollment and dis
semination of information) and section 4360 of 
the Omnibus Budget Reconciliation Act of 1990 
(relating to the health insurance counseling and 
assistance program); 

"(C) CONTINGENCY.-For any fiscal year, the 
fees authorized under subparagraph (B) are 
contingent upon enactment in an appropria
tions act of a provision specifying the aggregate 
amount of fees the Secretary is directed to col
lect in a fiscal year. Fees collected during any 
fiscal year under this paragraph shall be depos
ited and credited as offsetting collections. 

"(D) LiMJTATION.-ln any fiscal year the fees 
collected by the Secretary under subparagraph 
(B) shall not exceed the lesser of-

"(i) the estimated costs to be incurred by the 
Secretary in the fiscal year in carrying out the 
activities described in section 1851 and section 
4360 of the Omnibus Budget Reconciliation Act 
of 1990; or 

"(ii)(!) $200,000,000 in fiscal year 1998; 
"(II) $150,000,000 in fiscal year 1999; and 
"(Ill) $100,000,000 in fiscal year 2000 and each 

subsequent fiscal year. 
"(f) PROMPT PAYMENT BY MEDICARE+ CHOICE 

ORGANIZATION.-

" (1) REQUIREMENT.-A contract under this 
part shall require a Medicare+Choice organiza
tion to provide prompt payment (consistent with 
the provisions of sections 1816(c)(2) and 
1842(c)(2)) of claims submitted for services and 
supplies furnished to enrollees pursuant to the 
contract, if the services or supplies are not fur
nished under a contract between the organiza
tion and the provider or supplier, (or in the case 
of a Medicare+Choice private fee-for-service 
plan, if a claim is submitted to such organiza
tion by an enrollee). 

"(2) SECRETARY'S OPTION TO BYPASS NONCOM
PLYING ORGANJZATION.-/n the case of a 
Medicare+Choice eligible organization which 
the Secretary determines, after notice and op
portunity for a hearing, has failed to make pay
ments of amounts in compliance with paragraph 
(1), the Secretary may provide for direct pay
ment of the amounts owed to providers and sup
pliers (or, in the case of a Medicare+Choice pri
vate fee-for-service plan, amounts owed to the 
enrollees) for covered services and supplies fur
nished to individuals enrolled under this part 
under the contract. If the Secretary provides for 
the direct payments, the Secretary shall provide 
for an appropriate reduction in the amount of 
payments otherwise made to the organization 
under this part to rej7ect the amount of the Sec
retary's payments (and the Secretary's costs in 
making the payments). 

"(g) INTERMEDIATE SANCTIONS.-
"(1) IN GENERAL.-!! the Secretary determines 

that a Medicare+Choice organization with a 
contract under this section-

"( A) fails substantially to provide medically 
necessary items and services that are required 
(under law or under the contract) to be provided 
to an individual covered under the contract, if 
the failure has adversely affected (or has sub
stantial likelihood of adversely affecting) the in
dividual; 

"(B) imposes premiums on individuals enrolled 
under this part in excess of the amount of the 
Medicare+Choice monthly basic and supple
mental beneficiary premiums permitted under 
section 1854; 

"(C) acts to expel or to refuse to re-enroll an 
individual in violation of the provisions of this 
part; 

"(D) engages in any practice that would rea
sonably be expected to have the effect of deny
ing or discouraging enrollment (except as per
mitted by this part) by eligible individuals with 
the organization whose medical condition or 
history indicates a need for substantial future 
medical services; 

"(E) misrepresents or falsifies information 
that is furnished-

"(i) to the Secretary under this part, or 
"(ii) to an individual or to any other entity 

under this part; 
"(F) fails to comply with the applicable re-

quirements of section 1852(j)(3) or 
1852(k)(2)(A)(ii); or 

"(G) employs or contracts with any individual 
or entity that is excluded from participation 
under this title under section 1128 or 1128A for 
the provision of health care, utilization review, 
medical social work, or administrative services 
or employs or contracts with any entity for the 
provision (directly or indirectly) through such 
an excluded individual or entity of such serv
ices; 
the Secretary may provide, in addition to any 
other remedies authorized by law, for any of the 
remedies described in paragraph (2). 

"(2) REMEDIES.-The remedies described in 
this paragraph are-

"( A) civil money penalties of not more than 
$25,000 for each determination under paragraph 
(1) or, with respect to a determina~ion under 
subparagraph (D) or (E)(i) of such paragraph, 
of not more than $100,000 for each such deter-

mination, plus, with respect to a determination 
under paragraph (l)(B), double the excess 
amount charged in violation of such paragraph 
(and the excess amount charged ·Shall be de
ducted from the penalty and returned to the in
dividual concerned), and plus, with respect to a 
determination under paragraph (l)(D), $15,000 
for each individual not enrolled as a result of 
the practice involved, 

"(B) suspension of enrollment of individuals 
under this part after the date the Secretary no
tifies the organization of a determination under 
paragraph (1) and until the Secretary is satis
fied that the basis for such determination has 
been corrected and is not likely to recur, or 

"(C) suspension of payment to the organiza
tion under this part for individuals enrolled 
after the date the Secretary notifies the organi
zation of a determination under paragraph (1) 
and until the Secretary is satisfied that the 
basis for such determination has been corrected 
and is not likely to recur. 

"(3) OTHER INTERMEDIATE SANCTIONS.-/n the 
case of a Medicare+Choice organizat'ion for 
which the Secretary makes a determination 
under subsection (c)(2) the basis of which is not 
described in paragraph (1), the Secretary may 
apply the fallowing intermediate sanctions: 

"(A) Civil money penalties of not more than 
$25,000 for each determination under subsection 
(c)(2) if the deficiency that is the -basis of the de
termination has directly adversely affected (or 
has the substantial likelihood of adversely af
t ecting) an individual covered under the organi
zation's contract. 

"(B) . Civil money penalties of not more than 
$10,000 for each week beginning after the initi
ation of civil money penalty procedures by the 
Secretary during which the deficiency that is 
the basis of a determinat'ion under subsection 
(c)(2) exists. 

"(C) Suspension of enrollment of individuals 
under this part after the date the Secretary no
tifies the organization of a determination under 
subsection (c)(2) and until the Secretary is satis
fied that the deficiency that is the basis for the 
determination has been corrected and is not 
likely to recur. 

"(4) CIVIL MONEY PENALTIES.-The provisions 
of section 1128A (other than subsections (a) and 
(b)) shall apply to a civil money penalty under 
paragraph (2) or (3) in the same manner as they 
apply to a civil money penalty or proceeding 
under section 1128A(a). 

"(h) PROCEDURES FOR TERMINATION.-
"(1) IN GENERAL.-The Secretary may termi

nate a contract with a Medicare+Choice organi
zation under this section in accordance with 
formal investigation and compliance procedures 
established by the Secretary under which-

"( A) the Secretary provides the organization 
with the reasonable opportunity to develop and 
implement a corrective action plan to correct the 
deficiencies that were the basis of the Sec
retary's determination under subsection ( c)(2); 
and 

"(B) the Secretary provides the organization 
with reasonable notice and opportunity for 
hearing (including the right to appeal an initial 
decision) before terminating the contract. 

"(2) EXCEPTION FOR IMMINENT AND SERIOUS 
RISK TO HEALTH.-Paragraph (1) shall not apply 
if the Secretary determines that a delay in ter
mination, resulting from compliance with the 
procedures specified in such paragraph prior to 
termination, would pose an imminent and seri
ous risk to the health of individuals enrolled 
under this part with the organization. 

"DEFINITIONS; MISCELLANEOUS PROVISIONS 
"SEC. 1859. (a) DEFINITIONS RELATING TO 

MEDJCARE+CHOICE ORGANIZATIONS.-ln this 
part-

"(1) MEDJCARE+CHOICE ORGANIZATION.-The 
term 'Medicare+Choice organization' means a 
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public or private entity that is certified under 
section 1856 as meeting the requirements and 
standards of this part for such an organization. 

"(2) PROVIDER-SPONSORED ORGANIZATION.
The term 'provider-sponsored organization' is 
defined in section 1855(d)(l). 

"(b) DEFINITIONS RELATING TO 
MEDICARE+CHOJCE PLANS.-

"(1) MEDJCARE+CHOICE PLAN.-The term 
'Medicare+Choice plan' means health benefits 
coverage offered under a policy, contract, or 
plan by a Medicare+Choice organization pursu
ant to and in accordance with a contract under 
section 1857. 

"(2) MEDICARE+CHOICE PRIVATE FEE-FOR
SERVICE PLAN.-The term 'Medicare+Choice pri
vate fee-for-service plan' means a 
Medicare+Choice plan that-

"( A) reimburses hospitals, physicians, and 
other providers at a rate determined by the plan 
on a fee-for-service basis without placing the 
provider at financial risk; 

"(B) does not vary such rates for such a pro
vider based on utilization relating to such pro
vider; and 

"(C) does not restrict the selection of providers 
among those who are lawfully authorized to 
provide the covered services and agree to accept 
the terms and conditions of payment established 
by the plan. 

"(3) MSA PLAN.-
"(A) IN GENERAL.-The term 'MSA plan' 

means a Medicare+Choice plan that-
"(i) provides reimbursement for at least the 

items and services described in section 1852(a)(l) 
in a year but only after the enrollee incurs 
countable expenses (as specified under the plan) 
equal to the amount of an annual deductible 
(described in subparagraph (B)); 

"(ii) counts as such expenses (for purposes of 
such deductible) at least all amounts that would 
have been payable under parts A and B, and 
that would have been payable by the enrollee as 
deductibles, coinsurance, or copayments, if the 
enrollee had elected to receive benefits through 
the provisions of such parts; and 

"(iii) provides, after such deductible is met for 
a year and for all subsequent expenses for items 
and services referred to in clause (i) in the year, 
for a level of reimbursement that is not less 
than-

"(!) 100 percent of such expenses, or 
" (JI) 100 percent of the amounts that would 

have been paid (without regard to any 
deductibles or coinsurance) under parts A and B 
with respect to such expenses, 
whichever is less. 

"(B) DEDUCTIBLE.-The amount of annual de
ductible under an MSA plan-

"(i) for contract year 1999 shall be not more 
than $6,000; and 

"(ii) for a subsequent contract year shall be 
not more than the maximum amount of such de
ductible for the previous contract year under 
this subparagraph increased by the national per 
capita Medicare+Choice growth percentage 
under section 1853(c)(6) for the year. 
If the amount of the deductible under clause (ii) 
is not a multiple of $50, the amount shall be 
rounded to the nearest multiple of $50. 

"(c) OTHER REFERENCES TO OTHER TERMS.-
"(1) MEDICARE+CHOICE ELIGIBLE INDI-

VIDUAL.-The term 'Medicare+Choice eligible in
dividual' is defined in section 1851(a)(3). 

"(2) MEDICARE+CHOICE PAYMENT AREA.- The 
term 'Medicare+Choice payment area' is defined 
in section 1853(d). 

"(3) NATIONAL PER CAPITA MEDICARE+CHOJCE 
GROWTH PERCENTAGE.-The 'national per capita 
Medicare+Choice growth percentage' is defined 
in section 1853(c)(6). 

"(4) MEDICARE+CHOICE MONTHLY BASIC BENE
FICIARY PREMIUM; MEDICARE+CHOICE MONTHLY 
SUPPLEMENTAL BENEFICIARY PREMIUM.-The 

terms 'Medicare+Choice monthly basic bene
ficiary premium' and 'Medicare+Choice monthly 
supplemental beneficiary premium' are defined 

·in section 1854(a)(2). 
"(d) COORDINATED ACUTE AND LONG-TERM 

CARE BENEFITS UNDER A MEDICARE+CHOJCE 
P LAN.-Nothing in this part shall be construed 
as preventing a State from coordinating benefits 
under a medicaid plan under title XIX with 
those provided under a Medicare+Choice plan 
in a manner that assures continuity of a full
range of acute care and long-term care services 
to poor elderly or disabled individuals eligible 
for benefits under this title and under such 
plan. 

"(e) RESTRICTION ON ENROLLMENT FOR CER
TAIN MEDICARE+CHOICE PLANS.-

"(1) IN GENERAL.-ln the case of a 
Medicare+Choice religious fraternal benefit soci
ety plan described in paragraph (2), notwith
standing any other provision of this part to the 
contrary and in accordance with regulations of 
the Secretary, the society offering the plan may 
restrict the enrollment of individuals under this 
part to individuals who are members of the 
church, convention, or group described in para
graph (3)(B) with which the society is affiliated. 

" (2) MEDICARE+CHOICE RELIGIOUS FRATERNAL 
BENEFIT SOCIETY PLAN DESCR/BED.- For pur
poses of this subsection, a Medicare+Choice reli
gious fraternal benefit society plan described in 
this paragraph is a Medicare+Choice plan de
scribed in section 1851(a)(2)( A) that-

"(A) is offered by a religious fraternal benefit 
society described in paragraph (3) only to mem
bers of the church, convention, or group de
scribed in paragraph (3)(B); and 

"(B) permits all such members to enroll under 
the plan without regard to health status-related 
factors. 
Nothing in this subsection shall be construed as 
waiving any plan requirements relating to fi
nancial solvency. 

"(3) RELIGIOUS FRATERNAL BENEFIT SOCIETY 
DEFINED.-For purposes of paragraph (2)(A), a 
'religious fraternal benefit society' described in 
this section is an organization that-

"( A) is described in section 501(c)(8) of the In
ternal Revenue Code of 1986 and is exempt from 
taxation under section 501(a) of such Act; 

"(B) is affiliated with, carries out the tenets 
of, and shares a religious bond with, a church 
or convention or association of churches or an 
affiliated group of churches; 

"(C) offers, in addition to a Medicare+Choice 
religious fraternal benefit society plan, health 
coverage to individuals not entitled to benefits 
under this title who are members of such 
church, convention, or group; and 

"(D) does not impose any limitation on mem
bership in the society based on any health sta
tus-related factor. 

"(4) PAYMENT ADJUSTMENT.- Under regula
tions of the Secretary, in the case of individuals 
enrolled under this part under a 
Medicare+Choice religious fraternal benefit soci
ety plan described in paragraph (2), the Sec
retary shall provide for such adjustment to the· 
payment amounts otherwise established under 
section 1854 as may be appropriate to assure an 
appropriate payment level, taking into account 
the actuarial characteristics and experience of 
such individuals.". 
SEC. 4002. TRANSITIONAL RULES FOR CURRENT 

MEDICARE HMO PROGRAM. 
(a) AUTHORIZING TRANSITIONAL WAIVER OF 

50:50 RULE.-Section 1876(!) (42 u.s.c. 
1395mm(f)) is amended-

(1) in paragraph (1)-
( A) by striking "Each" and inserting " For 

contract periods beginning before January 1, 
1999, each"; and 

(B) by striking "or under a State plan ap
proved under title XIX"; 

(2) in paragraph (2), by striking "The Sec
retary" and inserting "Subject to paragraph ( 4), 
the Secretary", and 

(3) by adding at the end the following: 
"(4) Effective for contract periods beginning 

after December 31, 1996, the Secretary may 
waive or modify the requirement imposed by 
paragraph (1) to the extent the Secretary finds 
that it is in the public interest.". 

(b) TRANSITION.-
(]) RISK-SHARING CONTRACTS.-Section 1876 (42 

U.S.C. 1395mm) is amended by adding at the end 
the fallowing new subsections: 

"(k)(l) Except as provided in paragraph (2)
"( A) on or after the date standards for 

Medicare+Choice organizations and plans are 
first established under section 1856(b)(l), the 
Secretary shall not enter into any risk-sharing 
contract under this section with an eligible or
ganization; and 

"(B) for any contract year beginning on or 
after January 1, 1999, the Secretary shall not 
renew any such contract. 

"(2) An individual who is enrolled in part B 
only and is enrolled in an eligible organization 
with a risk-sharing contract under this section 
on December 31, 1998, may continue enrollment 
in such organization in accordance with regula
tions described in section J.856(b)(l). 

"(3) Notwithstanding subsection (a), the Sec
retary shall provide that payment amounts 
under risk-sharing contracts under this section 
for months in a year (beginning with January 
1998) shall be computed-

"( A) with respect to individuals entitled to 
benefits under both parts A and B, by sub
stituting payment rates under section 1853(a) for 
the payment rates otherwise established under 
section 1876(a), and 

"(B) with respect to individuals only entitled 
to benefits under part B, by substituting an ap
propriate proportion of such rates (reflecting the 
relative proportion of payments under this title 
attributable to such part) for the payment rates 
otherwise established under subsection (a). 

"(4) The following requirements shall apply to 
eligible organizations with risk-sharing con
tracts under this section in the same manner as 
they apply to Medicare+Choice organizations 
under part C: 

"(A) Data collection requirements under sec
tion 1853(a)(3)(B) . 

"(B) Restrictions on imposition of premium 
taxes under section 1854(g) in relating to pay
ments to such organizations under this section. 

"(C) The requirement to accept enrollment of 
new enrollees during November 1998 under sec
tion 185l(e)(6). 

"(D) Payments under section 1857(e)(2) . ". 
(2) REASONABLE COST CONTRACTS.-
( A) PHASE OUT OF CONTRACTS.-Section 

1876(h) (42 U.S.C. 1395mm(h)) · is amended by 
adding at the end the following: 

"(5)( A) After the date of the enactment of this 
paragraph, the Secretary may not enter into a 
reasonable cost ·reimbursement contract under 
this subsection (if the contract is not in effect as 
of such date), except for a contract with an eli
gible organization which, immediately previous 
to entering into such contract, had an agree
ment in effect under section 1833(a)(l)(A). 

"(B) The Secretary may not extend or renew 
a reasonable cost reimbursement contract under 
this subsection for any period beyond December 
31 , 2002.". 

(B) REPORT ON JMPACT.-By not later than 
January 1, 2001, the Secretary of Health and 
Human Services shall submit to Congress a re
port that analyzes the potential impact of termi
nation of reasonable cost reimbursement con
tracts, pursuant to the amendment made by sub
paragraph (A), on medicare beneficiaries en
rolled under such contracts and on the medicare 
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program. The report shall include such r~c
ommendations regarding any extension or tran
sition with respect to such contracts as the Sec
retary deems appropriate. 

(c) ENROLLMENT TRANSITION RULE.- An indi
vidual who is enrolled on December 31, 1998, 
with an eligible organization under section 1876 
of the Social Security Act (42 U.S.C. 1395mm) 
shall be considered to be enrolled with that or
ganization on January 1, 1999, under part C of 
title XVIII of such Act if that organization has 
a contract under that part for providing services 
on January 1, 1999 (unless the individual has 
disenrolled effective on that date). 

(d) ADVANCE DIRECTIVES.-Section 1866(!) (42 
U.S.C. 1395cc(f)) is amended-

(1) in paragraph (1)-
( A) by inserting "1855(i)," after "1833(s), ", 

and 
(B) by inserting ", Medicare+Choice organiza

tion," after "provider of services"; and 
(2) in paragraph (2)(E), by inserting "or a 

Medicare+Choice organization" after "section 
1833(a)(l)( A)". 

(e) EXTENSION OF PROVIDER REQUIREMENT.
Section 1866(a)(1)(0) (42 U.S.C. 1395cc(a)(1)(0)) 
is amended-

(1) by striking "in the case of hospitals and 
skilled nursing facilities,"; 

(2) by striking ·'inpatient hospital and ex
tended care"; 

(3) by inserting "with a Medicare+Choice or
ganization under part C or" after "any indi
vidual enrolled"; 

(4) by striking "(in the case of hospitals) or 
limits (in the case of skilled nursing facilities)"; 
and 

(5) by inserting "(less any payments under 
sections 1886(d)(11) and 1886(h)(3)(D))" after 
''under this title''. 

(f) ADDITIONAL CONFORMING CHANGES.-
(1) CONFORMING REFERENCES TO PREVIOUS 

PART C.-Any reference in law (in effect before 
the date of the enactment of this Act) to part C 
of title XVIII of the Social Security Act is 
deemed a reference to part D of such title (as in 
effect after such date). 

(2) SECRETARIAL SUBMISSION OF LEGISLATIVE 
PROPOSAL-Not later than 6 ·months after the 
date of the enactment of this Act, the Secretary 
of Health and Human Services shall submit to 
the appropriate committees of Congress a legis
lative proposal providing for such technical and 
con! arming amendments in the law as are re
quired by the provisions of this chapter. 

(g) lMMEDlATE EFFECTIVE DATE FOR CERTAIN 
REQUIREMENTS FOR DEMONSTRATIONS.-Section 
1857(e)(2) of the Social Security Act (requiring 
contribution to certain costs related to the en
rollment process comparative materials) applies 
to demonstrations with respect to which enroll
ment is effected or coordinated under section 
1851 of such Act. 

(h) TRANSITION RULE FOR PSO ENROLL
MENT.-ln applying subsection (g)(l) of section 
1876 of the Social Security Act (42 U.S.C. 
1395mm) to a risk-sharing contract entered into 
with an eligible organization that is a provider
sponsored organization (as defined in section 
1855(d)(l) of such Act, as inserted by section 
5001) for a contract year beginning on or after 
January 1, 1998, there shall be substituted for 
the minimum number of enrollees provided 
under such section the minimum number of en
rollees permitted under section 1857(b)(l) of such 
Act (as so inserted). 

(i) PUBLICATION OF NEW CAPITATION RATES.
Not later than 4 weeks after the date of the en
actment of this Act, the Secretary of Health and 
Human Services shall announce the annual 
Medicare+Choice capitation rates for 1998 under 
section 1853(b) of the Social Security Act. 

(j) ELIMINATION OF HEALTH CARE PREPAY
MENT PLAN OPTION FOR ENTITIES ELIGIBLE TO 

PARTICIPATE AS MANAGED CARE ORGANIZA
TION.-

(1) ELIMINATION OF OPTION.-
( A) IN GENERAL.-Section 1833(a)(l)(A) (42 

U.S.C. 1395l(a)(l)( A)) is amended by inserting 
"(and either is sponsored by a union or em
ployer, or does not provide, or arrange for the 
provision of, any inpatient hospital services)" 
after "prepayment basis". 

(B) EFFECTIVE DATE.-The amendment made 
by subparagraph (A) applies to new contracts 
entered into after the date of enactment of this 
Act and, with respect to contracts in effect as of 
such date, shall apply to payment for services 
furnished after December 31, 1998. 

(2) MEDIGAP CONFORMING AMENDMENT.-Ef
fective January 1, 1999, section 1882(g)(l) (42 
U.S.C. 1395ss(g)(l)) is amended by striking ", 
during the period beginning on the date speci
fied in subsection (p)(l)(C) and ending on De
cember 31, 1995, ". 
SEC. 4003. CONFORMING CHANGES IN MEDIGAP 

PROGRAM. 
(a) CONFORMING AMENDMENTS TO 

MEDICARE+CHOICE CHANGES.-
(1) IN GENERAL.-Section 1882(d)(3)(A)(i) (42 

U.S.C. 1395ss(d)(3)(A)(i)) is amended-
( A) in the matter before subclause (I), by in

serting "(including an individual electing a 
Medicare+Choice plan under section 1851)" 
after "of this title"; and 

(B) in subclause (II)-
(i) by inserting "in the case of an individual 

not electing a Medicare+Choice plan" after 
"(II)'', and 

(ii) by inserting before the comma at the end 
the following: "or in the case of an individual 
electing a Medicare+Choice plan, a medicare 
supplemental policy with knowledge that the 
policy duplicates health benefits to which the 
individual is otherwise entitled under the 
Medicare+Choice plan or under another medi
care supplemental policy". 

(2) CONFORMING AMENDMENTS.-Section 
1882(d)(3)(B)(i)(I) (42 U.S.C. 
1395ss(d)(3)(B)(i)(J)) is amended by inserting 
"(including any Medicare+Choice plan)" after 
"health insurance policies". 

(3) MEDICARE+CHOICE PLANS NOT TREATED AS 
MEDICARE SUPPLEMENTARY POLICIES.-Section 
1882(g)(l) (42 U.S.C. 1395ss(g)(l)) is amended by 
inserting "or a Medicare+Choice plan or" after 
"does not include". 

(b) ADDITIONAL RULES RELATING TO INDIVID
UALS ENROLLED IN MSA PLANS AND PRIVATE 
FEE-FOR-SERVICE PLANS.-Section 1882 (42 
U.S.C. 1395ss) is further amended by adding at 
the end the fallowing new subsection: 

"(u)(l) It is unlawful for a person to sell or 
issue a policy described in paragraph (2) to an 
individual with knowledge that the individual 
has in effect under section 1851 an election of an 
MSA plan or a Medicare+Choice private fee-for
service plan. 

"(2)(A) A policy described in this subpara
graph is a health insurance policy (other than 
a policy described in subparagraph (B)) that 
provides for coverage of expenses that are other
wise required to be counted toward meeting the 
annual deductible amount provided under the 
MSAplan. 

"(B) A policy described in this subparagraph 
is any of the following: 

"(i) A policy that provides coverage (whether 
through insurance or otherwise) for accidents, 
disability, dental care, vision care, or long-term 
care. 

"(ii) A policy of insurance to which substan
tially all of the coverage relates to-

"(!) liabilities incurred under workers' com
pensation laws, 

"(II) tort liabilities, 
"(III) liabilities relating to ownership or use 

of property, or 

" (IV) such other similar liabilities as the Sec
retary may specify by regulations. 

"(iii) A policy of insurance that provides cov
erage for a specified disease or illness. 

"(iv) A policy of insurance that pays a fixed 
amount per day (or other period) of hosp'italiza
tion. ". 

Subchapter B-Special Rules for 
Medicare+Choice Medical Savings Accounts 

SEC. 4006. MEDICARE+CHOICE MSA. 
(a) IN GENERAL.-Part III of subchapter B of 

chapter 1 of the Internal Revenue Code of 1986 
(relating to amounts specifically excluded from 
gross income) is amended by redesignating sec
tion 138 as section 139 and by inserting after 
section 137 the following new section: 
"SEC. 138. MEDICARE+CHOICE MSA. 

"(a) EXCLUSION.-Gross income shall not in
clude any payment to the Medicare+Choice 
MSA of an individual by the Seeretary of 
Health and Human Services under part C of title 
XV III of the Social Security Act. 

"(b) MEDICARE+CHOICE MSA.-For purposes 
of this section, the term 'Medicare+Choice MSA' 
means a medical savings account (as defined in 
section 220(d))-

"(1) which is designated as a 
Medicare+Choice MSA, 

"(2) with respect to which no contribution 
may be made other than-

"( A) a contribution made by the Secretary of 
Health and Human Services pursuant to part C 
of title XVIII of the Social Security Act, or 

"(B) a trustee-to-trustee transfer described in 
subsection (c)(4), 

" (3) the governing instrument of which pro
vides that trustee-to-trustee transfers described 
in subsection (c)(4) may be made to and from 
such account, and 

"(4) which is established in connection with 
an MSA plan described in section 1859(b)(3) of 
the Social Security Act. 

"(c) SPECIAL RULES FOR DISTRIBUTIONS.-
"(1) DISTRIBUTIONS FOR QUALIFIED MEDICAL 

EXPENSES.-ln applying section 220 to a 
Medicare+Choice MSA-

"( A) qualified medical expenses shall not in
clude amounts paid for medical care for any in
dividual other than the account holder, and 

"(B) section 220(d)(2)(C) shall not apply. 
"(2) PENALTY FOR DISTRIBUTIONS FROM 

MEDICARE+CHOJCE MSA NOT USED FOR QUALIFIED 
MEDICAL EXPENSES IF MINIMUM BALANCE NOT 
MAINTAINED.-

"( A) IN GENERAL.- The tax imposed by this 
chapter for any taxable year in which there is 
a payment or distribution from a 
Medicare+Choice MSA which is noi used exclu
sively to pay the qual'ified medical expenses of 
the account holder shall be increased by 50 per
cent of the excess (if any) of-

"(i) the amount of such payment or distribu
tion, over 

"(ii) the excess (if any) of-
"( I) the fair market value of the assets in such 

MSA as of the close of the calendar year pre
ceding the calendar year in which the taxable 
year begins, over 

"(II) an amount equal to 60 percent of the de
ductible under the Medicare+Choice MSA plan 
covering the account holder as of January 1 of 
the calendar year in which the taxable year be
gins. 
Section 220(f)( 4) shall not apply to any payment 
or distribution from a Medicare+Choice MSA. 

"(B) EXCEPTIONS.-Subparagraph (A) shall 
not apply if the payment or distribution is made 
on or after the date the account holder-

" (i) becomes disabled within the meaning of 
section 72(m)(7), or 

"(ii) dies. 
"(C) SPECIAL RULES.-For purposes of sub

paragraph (A)-
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"(i) all Medicare+Choice MSAs of the account 

holder shall be treated as 1 account, 
"(ii) all payments and distributions not used 

exclusively to pay the qualified medical ex
penses of the account holder during any taxable 
year shall be treated as 1 distribution, and 

"(iii) any distribution of property shall be 
taken into account at its fair market value on 
the date of the distribution. 

"(3) WITHDRAWAL OF ERRONEOUS CONTRIBU
TIONS.-Section 220(!)(2) and paragraph (2) of 
this subsection shall not apply to any payment 
or distribution from a Medicare+Choice MSA to 
the Secretary of Health and Human Services of 
an erroneous contribution to such MSA and of 
the net income attributable to such contribution. 

"(4) TRUSTEE-TO-TRUSTEE TRANSFERS.-Sec
tion 220(f)(2) and paragraph (2) of this sub
section shall not apply to any trustee-to-trustee 
transfer from a Medicare+Choice MSA of an ac
count holder to another Medicare+Choice MSA 
of such account holder. 

"(d) SPECIAL RULES FOR TREATMENT OF AC
COUNT AFTER DEATH OF ACCOUNT HOLDER.-In 
applying section 220(f)(8)(A) to an account 
which was a Medicare+Choice MSA of a dece
dent, the rules of section 220(f) shall apply in 
lieu of the rules of subsection (c) of this section 
with respect to the spouse as the account holder 
of such Medicare+Choice MSA. 

"(e) REPORTS.-In the case of a 
Medicare+Choice MSA, the report under section 
220(h)-

"(1) shall include the fair market value of the 
assets in such Medicare+Choice MSA as of the 
close of each calendar year, and 

"(2) shall be furnished to the account hold
er-

"( A) not later than January 31 of the cal
endar year following the calendar year to which 
such reports relate, and 

"(B) in such manner as the Secretary pre
scribes in such regulations. 

"(f) COORDINATION WITH LIMITATION ON NUM
BER OF TAXPAYERS HAVING MEDICAL SAVINGS 
ACCOUNTS.-Subsection (i) of section 220 shall 
not apply to an individual with respect to a 
Medicare+Choice MSA, and Medicare+Choice 
MSA 's shall not be taken into account in deter
mining whether the numerical limitations under 
section 220(j) are exceeded.". 

(b) TECHNICAL AMENDMENTS.-
(1) The last sentence of section 4973(d) of such 

Code is amended by inserting ''or section 
138( c)(3)" after "section 220(f)(3)". 

(2) Subsection (b) of section 220 of such Code 
is amended by adding at the end the fallowing 
new paragraph: 

"(7) MEDICARE ELIGIBLE INDIVIDUALS.-The 
limitation under this subsection for any month 
with respect to an individual shall be zero for 
the first month such individual is entitled to 
benefits under title XVIII of the Social Security 
Act and for each month thereafter.". 

(3) The table of sections for part III of sub
chapter B of chapter 1 of such Code is amended 
by striking the last item and inserting the fol
lowing: 

"Sec. 138. Medicare+Choice MSA. 
"Sec. 139. Cross references to other Acts.". 

(C) EFFECTIVE DATE.-The amendments made 
by this section shall apply to taxable years be
ginning after December 31, 1998. 

CHAPTER 2-DEMONSTRATIONS 
Subchapter A-Medicare+Choice Competitive 

Pricing Demonstration Project 
SEC. 4011. MEDICARE PREPAID COMPETITIVE 

PRICING DEMONSTRATION 
PROJECT. 

(a) ESTABLISHMENT OF PROJECT.-The Sec
retary of Health and Human Services (in this 
subchapter referred to as the "Secretary") shall 
establish a demonstration project (in this sub-

chapter ref erred to as the "project") under 
which payments to Medicare+Choice organiza
tions in medicare payment areas in which the 
project is being conducted are determined in ac
cordance with a competitive pricing method
ology established under this subchapter. 

(b) DESIGNATION OF 7 MEDICARE PAYMENT 
AREAS COVERED BY PROJECT.-

(1) IN GENERAL.-The Secretary shall des
ignate, in accordance with the recommendations 
of the Competitive Pricing Advisory Committee 
under paragraphs (2) and (3), medicare payment 
areas as areas in which the project under this 
subchapter will be conducted. In this section, 
the term "Competitive Pricing Advisory Com
mittee" means the Competitive Pricing Advisory 
Committee established under section 4012(a). 

(2) INITIAL DESIGNATION OF 4 AREAS.-
( A) IN GENERAL.-The Competitive Pricing Ad

visory Committee shall recommend to the Sec
retary, consistent with subparagraph (B), the 
designation of 4 specific areas as medicare pay
ment areas to be included in the project. Such 
recommendations shall be made in a manner so 
as to ensure that payments under the project in 
2 such areas will begin on January 1, 1999, and 
in 2 such areas will begin on January 1, 2000. 

(B) LOCATION OF DESJGNATION.-Of the 4 
areas recommended under subparagraph (A), 3 
shall be in urban areas and 1 shall be in a rural 
area. 

(3) DESIGNATION OF ADDITIONAL 3 AREAS.-Not 
later than December 31, 2001, the Competitive 
Pricing Advisory Committee may recommend to 
the Secretary the designation of up to 3 addi
tional, specific medicare payment areas to be in
cluded in the project. 

(C) PROJECT IMPLEMENTATION.-
(1) IN GENERAL.-Subject to paragraph (2)' the 

Secretary shall for each medicare payment area 
designated under subsection (b)-

(A) in accordance with the recommendations 
of the Competitive Pricing Advisory Committee

(i) establish the benefit design among plans 
offered in such area, and 

(ii) structure the method for selecting plans 
offered in such area; and 

(B) in consultation with such Committee-
(i) establish methods for setting the price to be 

paid to plans, including, if the Secretaries deter
mines appropriate, the rewarding and penal
izing of Medicare+Choice plans in the area on 
the basis of the attainment of, or failure to at
tain, applicable quality standards, and 

(ii) provide for the collection of plan inf orma
tion (including information concerning quality 
and access to care), the dissemination of infor
mation, and the methods of evaluating the re
sults of the project. 

(2) CONSULTATION.-The Secretary shall take 
into account the recommendations of the area 
advisory committee established in section 
4012(b), in implementing a project design for any 
area, except that no modifications may be made 
in the project design without consultation with 
the Competitive Pricing Advisory Committee. In 
no case may the Secretary change the designa
tion of an area based on recommendations of 
any area advisory committee. 

(d) MONITORING AND REPORT.-
(1) MONITORING IMPACT.-Taking into consid

eration the recommendations of the Competitive 
Pricing Advisory Committee and the area advi
sory committees, the Secretary shall closely 
monitor and measure the impact of the project 
in the different areas on the price and quality 
of, and access to, medicare covered services, 
choice of health plans, changes in enrollment, 
and other relevant factors. 

(2) REPORT.-Not later than December 31, 
2002, the Secretary shall submit to Congress a 
report on the progress under the project under 
this subchapter, including a comparison of the 
matters monitored under paragraph (1) among 

the different designated areas. The report may 
include any legislative recommendations for ex
tending the project to the entire medicare popu
lation. 

(e) WAIVER AUTHORITY.-The Secretary of 
Health and Human Services may waive such re
quirements of title XVIII of the Social Security 
Act (as amended by this Act) as may be nec
essary for the purposes of carrying out the 
project. 

(f) RELATIONSHIP TO OTHER AUTHORITY.-Ex
cept pursuant to this subchapter, the Secretary 
of Health and Human Services may not conduct 
or continue any medicare demonstration project 
relating to payment of health maintenance or
ganizations, Medicare+Choice organizations, or 
similar prepaid managed care entities on the 
basis of a competitive bidding process or pricing 
system described in subsection (a). 

(g) NO ADDITIONAL COSTS TO MEDICARE PRO
GRAM.-The aggregate payments to 
Medicare+Choice organizations under the 
project for any designated area for a fiscal year 
may not exceed the aggregate payments to such 
organizations that would have been made under 
title XVIII of the Social Security Act (42 U.S.C. 
1395 et seq.), as amended by section 4001, if the 
project had not been conducted. 

(h) DEFINITIONS.- Any term used in this sub
chapter which is also used· in part C of title 
XV III of the Social Security Act, as amended by 
section 4001, shall have the same meaning as 
when used in such part. 
SEC. 4012. ADVISORY COMMITTEES. 

(a) COMPETITIVE PRICING ADVISORY COM
MITTEE.-

(1) IN GENERAL.-Before implementing the 
project under this subchapter, the Secretary 
shall appoint the Competitive Pricing Advisory 
Committee, including independent actuaries, in
dividuals with expertise in competitive health 
plan pricing, and an employee of the Office of 
Personnel Management with expertise in the ad
ministration of the Federal Employees Health 
Benefit Program, to make recommendations to 
the Secretary concerning the designation of 
areas for inclusion in the project and appro
priate research design for implementing the 
project. 

(2) INJTIAL RECOMMENDATIONS.-The Competi
tive Pricing Advisory Committee initially shall 
submit recommendations regarding the area se
lection, benefit design among plans offered, 
structuring choice among health plans offered, 
methods for setting the price to be paid to plans, 
collection of plan information (including inf or
mation concerning quality and access to care), 
information dissemination, and methods of eval
uating the results of the project. 

(3) QUALITY RECOMMENDATION.-The Competi
tive Pricing Advisory Committee shall study and 
make recommendations regarding the feasibility 
of providing financial incentives and penalties 
to plans operating under the project that meet, 
or fail to meet, applicable quality standards. 

(4) ADVICE DURING IMPLEMENTATION.-Upon 
implementation of the project, the Competitive 
Pricing Advisory Committee shall continue to 
advise the Secretary on the appl'ication of the 
design in different areas and changes in the 
project based on experience with its operations. 

(5) SUNSET.-The Competitive Pricing Advi
sory Committee shall terminate on December 31, 
2004. 

(b) APPOINTMENT OF AREA ADVISORY COM
MITTEE.-Upon the designation of an area for 
inclusion in the project, the Secretary shall ap
point an area advisory committee, composed of 
representatives of health plans, providers, and 
medicare beneficiaries in the area, to advise the 
Secretary concerning how the project will be im
plemented in the area. Such advice may include 
advice concerning the marketing and pricing of 
plans in the area and other salient factors. The 
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duration of such a committee for an area shall 
be for the duration of the operation of the 
project in the area. 

(c) SPECIAL APPLICATION.-Notwithstanding 
section 9(c) of the Federal Advisory Committee 
Act (5 U.S.C. App.), the Competitive Pricing Ad
visory Commission and any area advisory com
mittee (described in subsection (b)) may meet as 
soon as the members of the commission or com
mittee, respectively, are appointed. 

Subchapter B-Social Health Maintenance 
Organizations 

SEC. 4014. SOCIAL HEALTH MAINTENANCE ORGA
NIZATIONS (SHMOS). 

(a) EXTENSION OF DEMONSTRATION PROJECT 
AUTHORITIES.-Section 4018(b) of the Omnibus 
Budget Reconciliation Act of 1987 is amended

(1) in paragraph (1), by striking "1997" and 
inserting "2000", and 

(2) in paragraph (4), by striking "1998" and 
inserting "2001 ". 

(b) EXPANSION OF CAP.-Section 13567(c) of 
the Omnibus Budget Reconciliation Act of 1993 
is amended by striking "12,000" and inserting 
"36,000". 

(c) REPORT ON INTEGRATION .(!ND TRANSI
TION.-

(1) IN GENERAL.-The Secretary Of Health and 
Human Services shall submit to Congress, by not 
later than January 1, 1999, a plan for the inte
gration of health plans offered by social health 
maintenance organizations (including SHMO I 
and SHMO II sites developed under section 2355 
of the Deficit Reduction Act of 1984 and under 
the amendment made by section 4207(b)(3)(B)(i) 
of OBRA-1990, respectively) and similar plans 
as an option under the Medicare+Choice pro
gram under part C of title XVIII of the Social 
Security Act. 

(2) PROVISION FOR TRANSITION.- Such plan 
shall include a transition for social health 
maintenance organizations operating under 
demonstration project authority under such sec
tion . 

(3) PAYMENT POLICY.-The report shall also 
include recommendations on appropriate pay
ment levels for plans offered by such organiza
tions, including an analysis of the application 
of risk adjustment factors appropriate to the 
population served by such organizations. 

Subchapter C-Medicare Subvention 
Demonstration Project for Military Retirees 

SEC. 4015. MEDICARE SUBVENTION DEMONSTRA
TION PROJECT FOR MILITARY RE
TIREES. 

(a) IN GENERAL-Title XVIII (42 u.s.c. 1395 
et seq.) (as amended by sections 4603 and 4801) 
is amended by adding at the end the following: 

"MEDICARE SUBVENTION DEMONSTRATION 
PROJECT FOR MILITARY RETIREES 

"SEC. 1896. (a) DEFINITIONS,- /n this section: 
"(1) ADMINISTERING SECRETARIES.-The term 

'administering Secretaries' means the Secretary 
and the Secretary of Defense acting jointly. 

"(2) DEMONSTRATION PROJECT; PROJECT.-The 
terms 'demonstration project' and 'project' mean 
the demonstration project carried out under this 
section. 

"(3) DESIGNATED PROVIDER.-The term 'des
ignated provider' has the meaning given that 
term in section 721(5) of the National Defense 
Authorization Act For Fiscal Year 1997 (Public 
Law 104-201; 110 Stat. 2593; 10 U.S.C. 1073 note). 

"(4) MEDICARE-ELIGIBLE MILITARY RETIREE OR 
DEPENDENT.- The term 'medicare-eligible mili
tary retiree or dependent' means an individual 
described in section 1074(b) or 1076(b) of title 10, 
United States Code, who-

"( A) would be eligible for health benefits 
under section 1086 of such title by reason of sub
section (c)(l) of such section 1086 but for the op
eration of subsection (d) of such section 1086; 

"(B)(i) is entitled to benefits under part A of 
this title; and 

"(ii) if the individual was entitled to such 
benefits before July 1, 1997, received health care 
items or services from a health care facility of 
the uniformed services before that date, but 
aJter becoming entitled to benefits under part A 
of this title; 

"(C) is enrolled for benefits under part B of 
this title; and 

"(D) has attained age 65. 
"(5) MEDICARE HEALTH CARE SERVICES.-The 

term 'medicare health care services' means items 
or services covered under part A or B of this 
title. 

"(6) MILITARY TREATMENT FACILITY.-The 
term 'military treatment facility' means a f acil
ity referred to in section 1074(a) of title 10, 
United States Code. 

"(7) TRICARE.-The term 'TR/CARE' has the 
same meaning as the term 'TR/CARE program' 
under section 711 of the National Defense Au
thorization Act for Fiscal Year 1996 (10 U.S.C. 
1073 note). 

"(8) TRUST FUNDS.-The term 'trust funds' 
means the Federal Hospital Insurance Trust 
Fund established in section 1817 and the Federal 
Supplementary Medical Insurance Trust Fund 
established in section 1841. 

"(b) DEMONSTRATION PROJECT.
"(1) IN GENERAL.-
"( A) ESTABLISHMENT.-The administering Sec

retaries are authorized to establish a demonstra
tion project (under an agreement entered into by 
the administering Secretaries) under which the 
Secretary shall reimburse the Secretary of De
fense, from the trust funds, for medicare health 
care services furnished to certain medicare-eligi
ble military retirees or dependents in a military 
treatment facility or by a designated provider. 

"(B) AGREEMENT.-The agreement entered 
into under subparagraph (A) shall include at a 
minimum-

"(i) a description of the benefits to be pro
vided to the participants of the demonstration 
project established under this section; 

"(ii) a description of the eligibility rules for 
participation in the demonstration project, in
cluding any cost sharing requirements; 

"(iii) a description of how the demonstration 
project will satisfy the requirements under this 
title; 

"(iv) a description of the sites selected under 
paragraph (2); 

"(v) a description of how reimbursement re
quirements under subsection (i) and mainte
nance of effort requirements under subsection (j) 
will be implemented in the demonstration 
project; 

"(vi) a statement that the Secretary shall 
have access to all data of the Department of De
fense that the Secretary determines is necessary 
to conduct independent estimates and audits of 
the maintenance of effort requirement, the an
nual reconciliation, and related matters re
quired under the demonstration project; 

"(vii) a description of any requirement that 
the Secretary waives pursuant to subsection (d); 
and 

"(viii) a certification, provided after review by 
the administering Secretaries, that any entity 
that is receiving payments by reason of the dem
onstration project has sufficient-

"( I) resources and expertise to provide, con
sistent with payments under subsection (i) , the 
full range of benefits required to be provided to 
beneficiaries under the project; and 

"(II) information and billing systems in place 
to ensure the accurate and timely submission of 
claims for benefits and to ensure that providers 
of services , physicians, and other health care 
professionals are reimbursed by the entity in a 
timely and accurate manner. 

"(2) NUMBER OF SITES.-The project estab
lished under this section shall be conducted in 
no more than 6 sites, designated jointly by the 

administering Secretaries after review of all 
TR/CARE regions. 

"(3) RESTRICTION.-No new military treatment 
facilities Will be built or expanded with funds 
from the demonstration project. 

"(4) DURATION.-The administering Secre
taries shall conduct the demonstration project 
during the 3-year period beginning on January 
1, 1998. 

"(5) REPORT.-At least 60 days prior to the 
commencement of the demonstration project, the 
administering Secretaries shall submit a copy of 
the agreement entered into under paragraph (1) 
to the committees of jurisdiction under this title. 

"(c) CREDITING OF PAYMENTS.- A payment re
ceived by the Secretary of Defense under the 
demonstration project shall be credited to the 
applicable Department of Defense medical ap
propriation (and within that appropriation). 
Any such payment received during a fiscal year 
for services provided during a prior fiscal year 
may be obligated by the Secretary of Defense 
during the fiscal year during which the pay
ment is received. 

"(d) WAIVER OF CERTAIN MEDICARE REQUIRE
MENTS.-

"(1) AUTHORITY.-
"(A) IN GENERAL-Except as provided under 

subparagraph (B), the demonstration project 
shall meet all requirements of Medicare+Choice 
plans under part C of this title and regulations 
pertaining thereto, and other requirements for 
receiving medicare payments, except that the 
prohibition of payments to Federal providers of 
services under sections 1814(c) and 1835(d), and 
paragraphs (2) and (3) of section 1862(a) shall 
not apply. 

"(B) WAIVER.-Except as provided in para
graph (2), the Secretary is authorized to waive 
any requirement described under subparagraph 
(A), or approve equivalent or alternative ways 
of meeting such a requirement, but only if such 
waiver or approval-

" (i) reflects the unique status of the Depart
ment of Defense as an agency of the Federal 
Government; and 

"(ii) is necessary to carry out the demonstra
tion project. 

"(2) BENEFICIARY PROTECTIONS AND OTHER 
MATTERS.-The demonstration project shall com
ply with the requirements of part C of this title 
that relate to beneficiary protections and other 
matters, including such requirements relating to 
the fallowing areas: 

"(A) Enrollment and disenrollment. 
"(B) Nondiscrimination. 
"(C) Information provided to beneficiaries. 
"(D) Cost-sharing limitations. 
"(E) Appeal and grievance procedures. 
"( F) Provider participation. 
"(G) Access to services. 
"(H) Quality assurance and external review . 
"(!) Advance directives. 
"(J) Other areas of beneficiary protections 

that the Secretary determines are applicable to 
such project. 

"(e) INSPECTOR GENERAL.-Nothing in the 
agreement entered into under subsection (b) 
shall limit the Inspector General of the Depart
ment of Health and Human Services from inves
tigating any matters regarding the expenditure 
of funds under this title for the demonstration 
project, including compliance with the provi
sions of this title and all other relevant laws. 

"(f) VOLUNTARY PARTJCIPATION.-Participa
tion of medicare-eligible military retirees or de
pendents in the demonstration project shall be 
voluntary. 

"(g) TR/CARE HEALTH CARE PLANS.-
"(1) MODIFICATION OF TRICARE CONTRACTS.

In carrying out the demonstration project, the 
Secretary 'of Defense is authorized to amend ex
isting TR/CARE contracts (including contracts 
with designated providers) in order to provide 
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the medicare health care services to the medi
care-eligible military retirees and dependents 
enrolled in the demonstration project consistent 
with part C of this title. 

"(2) HEALTH CARE BENEFITS.-The admin
istering Secretaries shall prescribe the minimum 
health care benefits to be provided under such a 
plan to medicare-eligible military retirees or de
pendents enrolled in the plan. Those benefits 
shall include at least all medicare health care 
services covered under this title. 

"(h) ADDITIONAL PLANS.-Notwithstanding 
any provisions of title 10, United States Code, 
the administering Secretaries may agree to in
clude in the demonstration project any of the 
Medicare+Choice plans described in section 
1851(a)(2)(A), and such agreement may include 
an agreement between the Secretary of Defense 
and the Medicare+Choice organization offering 
such plan to provide medicare health care serv
ices to medicare-eligible military retirees or de
pendents and for such Secretary to receive pay
ments from such organization for the provision 
of such services. 

"(i) PAYMENTS BASED ON REGULAR MEDICARE 
PAYMENT RATES.-

"(1) IN GENERAL.-Subject to the succeeding 
provisions of this subsection, the Secretary shall 
reimburse the Secretary of Defense for services 
provided under the demonstration project at a 
rate equal to 95 percent of the amount paid to 
a Medicare+Choice organization under part C of 
this title with respect to such an enrollee. In 
cases in which a payment amount may not oth
erwise be readily computed, the Secretary shall 
establish rules for computing equivalent or com
parable payment amounts. 

" (2) EXCLUSION OF CERTAIN AMOUNTS.-/n 
computing the amount of payment under para
graph (1), the following shall be excluded: 

"(A) SPECIAL PAYMENTS.-Any amount attrib
utable to an adjustment under subparagraphs 
(B) and (F) of section 1886(d)(5) and subsection 
(h) of such section. 

"(B) PERCENTAGE OF CAPITAL PAYMENTS.-An 
amount determined by the administering Secre
taries for amounts attributable to payments for 
capital-related costs under subsection (g) of 
such section. 

"(3) PERIODIC PAYMENTS FROM MEDICARE 
TRUST FUNDS.-Payments under this subsection 
shall be made-

"( A) on a periodic basis consistent with the 
periodicity of payments under this title; and 

"(B) in appropriate part, as determined by the 
Secretary, from the trust funds . 

"(4) CAP ON AMOUNT.-The aggregate amount 
to be reimbursed under this subsection pursuant 
to the agreement entered into between the ad
ministering Secretaries under subsection (b) 
shall not exceed a total of-

"(A) $50,000,000 for calendar year 1998; 
"(B) $60,000,000 for calendar year 1999; and 
"(C) $65,000,000 for calendar year 2000. 
"(j) MAINTENANCE OF EFFORT.-
"(1) MONITORING EFFECT OF DEMONSTRATION 

PROGRAM ON COSTS TO MEDICARE PROGRAM.-
"( A) IN GENERAL.-The administering Secre

taries, in consultation with the Comptroller 
General, shall closely monitor the expenditures 
made under the medicare program for medicare
eligible military retirees or dependents during 
the period of the demonstration project com
pared to the expenditures that would have been 
made for such medicare-eligible military retirees 
or dependents during that period if the dem
onstration project had not been conducted. The 
agreement entered into by the administering 
Secretaries under subsection (b) shall require 
any participating military treatment facility to 
maintain the level of effort for space available 
care to medicare-eligible military retirees or de
pendents. 

"(B) ANNUAL REPORT BY THE COMPTROLLER 
GENERAL.-Not later than December 31 of each 

year during which the demonstration project is 
conducted, the Comptroller General shall submit 
to the administering Secretaries and the appro
priate committees of Congress a report on the ex
tent, if any, to which the costs of the Secretary 
under the medicare program under this title in
creased during the preceding fiscal year as a re
sult of the demonstration project. 

"(2) REQUIRED RESPONSE JN CASE OF INCREASE 
IN COSTS.-

"( A) IN GENERAL.-!! the administering Secre
taries find, based on paragraph (1), that the ex
penditures under the medicare program under 
this title increased (or are expected to increase) 
during a fiscal year because of the demonstra
tion project, the admin·istering Secretaries shall 
take such steps as may be needed-

" (i) to recoup for the medicare program the 
amount of such increase in expenditures; and 

"(ii) to prevent any such increase in the fu
ture. 

"(B) STEPS.-Such steps-
"(i) under subparagraph (A)(i) shall include 

payment of the amount of such increased ex
penditures by the Secretary of Defense from the 
current medical care appropriation of the De
partment of Defense to the trust funds; and 

"(ii) under subparagraph ( A)(ii) shall include 
suspending or terminating the demonstration 
project (in who le or in part) or lowering the 
amount of payment under subsection (i)(l). 

"(k) EVALUATION AND REPORTS.-
"(1) INDEPENDENT EVALUATION.-The Comp

troller General of the United States shall con
duct an evaluation of the demonstration project, 
and shall submit annual reports on the dem
onstration project to the administering Secre
taries and to the committees of jurisdiction in 
the Congress. The first report shall be submitted 
not later than 12 months after the date on 
which the demonstration project begins oper
ation, and the final report not later than 31/z 
years after that date. The evaluation and re
ports shall include an assessment, based on the 
agreement entered into under subsection (b), of 
the following: 

"(A) Any savings or costs to the medicare pro
gram under this title resulting from the dem
onstration project. 

"(B) The cost to the Department of Defense of 
providing care to medicare-eligible military retir
ees and dependents under the demonstration 
project. 

"(C) A description of the effects of the dem
onstration project on military treatment facility 
readiness and training and the probable effects 
of the project on overall Department of Defense 
medical readiness and training. 

"(D) Any impact of the demonstration project 
on access to care for active duty military per
sonnel and their dependents. 

"(E) An analysis of how the demonstration 
project affects the overall accessibility of the 
uniformed services treatment system and the 
amount of space available for point-of-service 
care, and a description of the unintended effects 
(if any) upon the normal treatment priority sys
tem. 

"(F) Compliance by the Department of De
fense with the requirements under this title. 

"(G) The number of medicare-eligible military 
retirees and dependents opting to participate in 
the demonstration project instead of receiving 
health benefits through another health insur
ance plan (including benefits under this title). 

"(H) A list of the health insurance plans and 
programs that were the primary payers for medi~· 
care-eligible military retirees and dependents 
during the year prior to their participation in 
the demonstration project and the distribution 
of their previous enrollment in such plans and 
programs. 

"(I) Any impact of the demonstration project 
on private health care providers and bene-

ficiaries under this title that are not enrolled in 
the demonstration project. 

"(J) An assessment of the access to care and 
quality of care for medicare-eligible military re
tirees and dependents under the demonstration 
project. 

"(K) An analysis of whether, and in what 
manner, easier access to the uniformed services 
treatment system affects the number of medi
care-eligible mil itary retirees and dependents re
ceiving medicare health care services. 

"(L) Any impact of the demonstration project 
on the access to care for medicare-eligib le mili
tary retirees and dependents who did not enroll 
in the demonstration project and for other indi
viduals entitled to benefits under this title. 

"(M) A descripti9n of the difficulties (if any) 
experienced by the Department of Defense in 
managing the demonstration project and 
TR/CARE contracts. 

"(N) Any additional elements specified in the 
agreement entered into under subsection (b). 

"(0) Any additional elements that the Comp
troller General of the United States determines 
is appropriate to assess regarding the dem
onstration project. 

"(2) REPORT ON EXTENSION AND EXPANSION OF 
DEMONSTRATION PROJECT.-Not later than 6 
months after the date of the submission of the 
final report by the Comptroller General of the 
United States under paragraph (1), the admin
istering Secretaries shall submit to Congress a 
report containing their recommendation as to-

"( A) w hether there is a cost to the health care 
program under this title in conducting the dem
onstration project, and whether the demonstra
tion project could be expanded without there 
being a cost to such health care program or to 
the Federal Government; 

"(B) whether to extend the demonstration 
project or make the project permanent; and 

"(C) whether the terms and conditions of the 
project should be continued (or modified) if the 
project is extended or expanded.". 

(b) IMPLEMENTATION PLAN FOR VETERANS 
SUBVENTION.-Not later than 12 months after 
the start of the demonstration project, the Sec
retary of Health and Human Services and the 
Secretary of Veterans Affairs shall jointly sub
mit to Congress a detailed implementation plan 
for a subvention demonstration project (that fol
lows the model of the demonstration project con
ducted under section 1896 of the Social Security 
Act (as added by subsection (a)) to begin in 1999 
for veterans (as defined in section 101 of title 38, 
United States Code) that are eligible for benefits 
under title XV II I of the Social Security Act. 

Subchapter D-Other Projects 
SEC. 4016. MEDICARE COORDINATED CARE DEM

ONSTRATION PROJECT. 
(a) DEMONSTRATION PROJECTS.-
(1) IN GENERAL.-The Secretary of Health and 

Human Services (in this section referred to as 
the "Secretary") shall conduct demonstration 
projects for the purpose of evaluating methods, 
such as case management and other models of 
coordinated care, that-

( A) improve the quality of items and services 
provided to target individuals; and 

(B) reduce ex·penditures under the medicare 
program under title XVIII of the Social Security 
Act (42 U.S.C. 1395 et seq.) for items and services 
provided to target individuals . 

(2) TARGET INDIVIDUAL DEFINED.-ln this sec
tion, the term "target individual" means an in
dividual that has a chronic illness, as defined 
and identified by the Secretary, and is enrolled 
under the fee-for-service program under parts A 
and B of title XVIII of the Social Security Act 
(42 U.S.C. 1395c et seq.; 1395j et seq.). 

(b) PROGRAM DESIGN.-
(1) INITIAL DESIGN.-The Secretary shall 

evaluate best practices in the private sector of 
methods of coordinated care for a period of 1 
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year and design the demonstration project based 
on such evaluation. 

(2) NUMBER AND PROJECT AREAS.-Not later 
than 2 years after the date of enactment of this 
Act, the Secretary shall implement at least 9 
demonstration projects, including-

( A) 5 projects in urban areas; · 
(B) 3 projects in rural areas; and 
(C) 1 project within the District of Columbia 

which is operated by a nonprofit academic med
ical center that maintains a National Cancer In
stitute certified comprehensive cancer center. 

(3) EXPANSION OF PROJECTS; IMPLEMENTATION 
OF DEMONSTRATION PROJECT RESULTS.-

( A) EXPANSION OF PROJECTS.-!! the initial re
port under subsection (c) contains an evaluation 
that demonstration projects-

(i) reduce expenditures under the medicare 
program; or 

(ii) do not increase expenditures under the 
medicare program and increase the quality of 
health care services provided to target individ
uals and satisfaction of beneficiaries and health 
care providers; 
the Secretary shall continue the existing dem
onstration projects and may expand the number 
of demonstration projects. 

(B) IMPLEMENTATION OF DEMONSTRATION 
PROJECT RESULTS.-!! a report under subsection 
(c) contains an evaluation as described in sub
paragraph (A), the Secretary may issue regula
tions to implement, on a permanent basis, the 
components of the demonstration project that 
are beneficial to the medicare program. 

(c) REPORT TO CONGRESS.-
(}) IN GENERAL.-Not later than 2 years after 

the Secretary implements the initial demonstra
tion projects under this section, and biannually 
thereafter, the Secretary shall submit to Con
gress a report regarding the demonstration 
projects conducted under this section. 

(2) CONTENTS OF REPORT.-The report in para
graph (1) shall include the fallowing: 

(A) A description of the demonstration 
projects conducted under this section. 

(B) An evaluation of-
(i) the cost-effectiveness of the demonstration 

projects; 
(ii) the quality of the health care services pro

vided to target individuals under the demonstra
tion projects; and 

(iii) beneficiary and health care provider sat
isfaction under the demonstration project. 

(C) Any other information regarding the dem
onstration projects conducted under this section 
that the Secretary determines to be appropriate. 

(d) WAIVER AUTHORITY.-The Secretary shall 
waive compliance with the requirements of title 
XVIII of the Social Security Act (42 U.S.C. 1395 
et seq.) to such extent and for such period as the 
Secretary determines is necessary to conduct 
demonstration projects. 

(e) FUNDING.-
(1) DEMONSTRATION PROJECTS.
(A) IN GENERAL.-
(i) STATE PROJECTS.-Except as provided in 

clause (ii), the Secretary shall provide for the 
transfer from the Federal Hospital Insurance 
Trust Fund and the Federal Supplementary In
surance Trust Fund under title XVIII of the So
cial Security Act (42 U.S.C. 1395i, 1395t), in such 
proportions as the Secretary determines to be 
appropriate, of such funds as are necessary for 
the costs of carrying out the demonstration 
projects under this section. 

(ii) CANCER HOSPITAL.-ln the case of the 
project described in subsection (b)(2)(C), 
amounts shall be available only as provided in 
any Federal law making appropriations for the 
District of Columbia. 

(B) LIMITATION.-In conducting the dem
onstration project under this section, the Sec
retary shall ensure that the aggregate payments 
made by the Secretary do not exceed the amount 

which the Secretary would have paid if the dem
onstration projects under this section were not 
implemented . 

(2) EVALUATION AND REPORT.- There are au
thorized to be appropriated such sums as are 
necessary for the purpose of developing and 
submitting the report to Congress under sub
section (c). 
SEC. 4017. ORDERLY TRANSITION OF MUNICIPAL 

HEALTH SERVICE DEMONSTRATION 
PROJECTS. 

Section 9215 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, as amended 
by section 6135 of OBRA-1989 and section 13557 
of OBRA-1993, is further amended-

(1) by inserting "(a)" before "The Secretary", 
and 

(2) by adding at the end the following: "Sub
ject to subsection (c), the Secretary may further 
extend such demonstration projects through D e
cember 31 , 2000, but only with respect to individ
uals who received at least one service during the 
period beginning on January 1, 1996, and ending 
on the date of the enactment of the Balanced 
Budget Act of 1997. 

"(b) The Secretary shall work with each such 
demonstration project to develop a plan, to be 
submitted to the Committee on Ways and Means 
and the Committee on Commerce of the House of 
Representatives and the Committee on Finance 
of the Senate by March 31, 1998, for the orderly 
transition of demonstration projects and the 
project participants to a non-demonstration 
project health care delivery syste.m, such as 
through integration with a private or public 
health plan, including a medicaid managed care 
or Medicare+Choice plan. 

"(c) A demonstration project under subsection 
(a) which does not develop and submit a transi
tion plan under subsection (b) by March 31, 
1998, or, if later, 6 months after the date of the 
enactment of the Balanced Budget Act of 1997, 
shall be discontinued as of December 31, 1998. 
The Secretary shall provide appropriate tech
nical assistance to assist in the transition so 
that disruption of medical services to project 
participants may be minimized.". 
SEC. 4018. MEDICARE ENROLLMENT DEMONSTRA

TION PROJECT. 
(a) DEMONSTRATION PROJECT.-
(1) ESTABLISHMENT.-The Secretary shall im

plement a demonstration project (in this section 
ref erred to as the "project") for the purpose of 
evaluating the use of a third-party contractor to 
conduct the Medicare+Choice plan enrollment 
and disenrollment functions, as described in 
part C of title XVIII of the Social Security Act 
(as added by section 4001 of this Act), in an 
area. 

(2) CONSULTATION.-Before implementing the 
project under this section, the Secretary shall 
consult with affected parties on-

( A) the design of the project; 
(B) the selection criteria for the third-party 

contractor; and 
(C) the establishment of performance stand

ards, as described in paragraph (3). 
(3) PERFORMANCE STANDARDS.-
( A) IN GENERAL.-The Secretary shall estab

lish performance standards for the accuracy 
and timeliness of the Medicare+Choice plan en
rollment and disenrollment functions perf armed 
by the third-party contractor . 

(B) NONCOMPLIANCE.-ln the event that the 
third-party contractor is not in substantial com
pliance with the performance standards estab
lished under subparagraph (A), such enrollment 
and disenrollment functions shall be perf armed 
by the Medicare+Choice plan until the Sec
retary appoints a new third-party contractor. 

(b) REPORT TO CONGRESS.- The Secretary 
shall periodically report to Congress on the 
progress of the project conducted pursuant to 
this section. 

(c) WAIVER AUTHORITY.- The Secretary shall 
waive compliance with the requirements of part 
C of title XVIII of the Social Security Act (as 
amended by section 4001 of this Act) to such ex
tent and for such period as the Secretary deter
mines is necessary to conduct the project. 

(d) DURATION.-A demonstration project 
under this section shall be conducted for a 3-
year period. 

(e) SEPARATE FROM OTHER DEMONSTRATION 
PROJECTS.- A project implemented by the Sec
retary under this section shall not be conducted 
in conjunction with any other demonstration 
project. 
SEC. 4019. EXTENSION OF CERTAIN MEDICARE 

COMMUNITY NURSING ORGANIZA
TION DEMONSTRATION PROJECTS. 

Notwithstanding any other provision of law, 
demonstration projects conducted under section 
4079 of the Omnibus Budget Reconciliation Act 
of 1987 may be conducted for an additional pe
riod of 2 years, and the deadline for any report 
required relating to the results of such projects 
shall be not later than 6 months before the end 
of such additional period. 

CHAPTER 3-COMMISSIONS 
SEC. 402.l. NATIONAL BIPARTISAN COMMISSION 

ON THE FUTURE OF MEDICARE. 
(a) ESTABLISHMENT.-There is established a 

commission to be known as the National Bipar
tisan Commission on the Future of Medicare (in 
this section referred to as the "Commission"). 

(b) DUTIES OF THE COMMISSION.- The Commis
sion shall-

(1) review and analyze the long-term financial 
condition of the medicare program under title 
XVIII of the Social Security Act (42 U.S.C. 1395 
et seq.); 

(2) identify problems that threaten the finan
cial integrity of the Federal Hospital Insurance 
Trust Fund and the Federal Supplementary 
Medical Insurance Trust Fund established 
under that title (42 U.S.C. 1395i, 1395t), includ
ing-

( A) the financial impact on the medicare pro
gram of the significant increase in the number 
of medicare eligible individuals which will occur 
beginning approximately during 2010 and last
ing for approximately 25 years, and 

(B) the extent to which current medicare up
date indexes do not accurately reflect inflation; 

(3) analyze potential solutions to the problems 
identified under paragraph (2) that will ensure 
both the financial integrity of the medicare pro
gram and the provision of appropriate benefits 
under such program, including methods used by 
other nations to respond to comparable demo
graphic patterns in eligibility for health care 
benefits for elderly and disabled individuals and 
trends in employment-related health care for re
tirees; 

(4) make recommendations to restore the sol
vency of the Federal Hospital Insurance Trust 
Fund and the financial integrity of the Federal 
Supplementary Medical Insurance Trust Fund; 

(5) make recommendations for establishing the 
appropriate financial structure of the medicare 
program as a whole; 

(6) make recommendations for establishing the 
appropriate balance of benefits covered and ben
eficiary contributions to the medicare program; 

(7) make recommendations for the time periods 
during which the recommendations described in 
paragraphs (4), (5), and (6) should be imple
mented; 

(8) make recommendations regarding the fi
nancing of graduate medical education (GME) , 
including consideration of alternative broad
based sources of funding for such education and 
funding for institutions not currently eligible for 
such GME support that conduct approved grad
uate medical residency programs, such as chil
dren's hospitals; 

(9) make recommendations on modifying age
based eligibility to correspond to changes in age-
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based eligibility under the OASDI program and 
on the feasibility of allowing individuals be
tween the age of 62 and the medicare eligibility 
age to buy into the medicare program; 

(10) make recommendations on the impact of 
chronic disease and disability trends on future 
costs and quality of services under the current 
benefit, financing , and delivery system structure 
of the medicare program; 

(11) make recommendations regarding a com
prehensive approach to preserve the program; 
and 

(12) review and analyze such other matters as 
the Commission deems appropriate. 

(c) MEMBERSHIP.-
(1) NUMBER AND APPOINTMENT.-The Commis

sion shall be composed of 17 members, of whom
( A) four shall be appointed by the President; 
(B) six shall be appointed by the Majority 

Leader of the Senate, in consultation with the 
Minority Leader of the Senate, of whom not 
more than 4 shall be of the same political party; 

(C) six shall be appointed by the Speaker of 
the House of Representatives, in consultation 
with the Minority Leader of the House of Rep
resentatives, of whom not more than 4 shall be 
of the same political party; and 

(D) one, who shall serve as Chairman of the 
Commission, appointed jointly by the President, 
Majority Leader of the Senate, and the Speaker 
of the House of Representatives. 

(2) DEADLINE FOR APPOINTMENT.-Members of 
the Commission shall be appointed by not later 
than December 1, 1997. 

(3) TERMS OF APPOINTMENT.-The term of any 
appointment under paragraph (1) to the Com
mission shall be for the life of the Commission. 

(4) MEETINGS.- The Commission shall meet at 
the call of its Chairman or a majority of its 
members. 

(5) QUORUM.-A quorum shall consist of 8 
members of the Commission, except that 4 mem
bers may conduct a hearing under subsection 
(e). 

(6) V ACANCIES.- A vacancy on the Commission 
shall be filled in the same manner in which the 
original appointment was made not later than 
30 days after the Commission is given notice of 
the vacancy and shall not affect the power of 
the remaining members to execute the duties of 
the Commission. 

(7) COMPENSATION.-Members of the Commis
sion shall receive no additional pay , allowances, 
or benefits by reason of their service on the 
Commission. 

(8) EXPENSES.-Each member of the Commis
sion shall receive travel expenses and per diem 
in lieu of subsistence in accordance with sec
tions 5702 and 5703 of title 5, United States 
Code. 

(d) STAFF AND SUPPORT SERVICES.
(1) EXECUTIVE DIRECTOR.-
( A) APPOINTMENT.-The Chairman shall ap

point an executive director of the Commission. 
(B) COMPENSATJON.-The executive director 

shall be paid the rate of basic pay for level V of 
the Executive Schedule. 

(2) STAFF.-With the approval of the Commis
sion, the executive director may appoint such 
personnel as the executive director considers ap
propriate. 

(3) APPLICABILITY OF CIVIL SERVICE LAWS.
The staff of the Commission shall be appointed 
without regard to the provisions of title 5, 
United States Code, governing appointments in 
the competitive service, and shall be paid with
out regard to the provisions of chapter 51 and 
subchapter III of chapter 53 of such title (relat
ing to classification and General Schedule pay 
rates). 

(4) EXPERTS AND CONSULTANTS.-With the ap
proval of the Commission, the executive director 
may procure temporary and intermittent services 
under section 3109(b) of title 5, United States 
Code. 

(5) PHYSICAL FACILITIES.-The Administrator 
of the General Services Administration shall lo
cate suitable office space for the operation of 
the Commission. The facilities shall serve as the 
headquarters of the Commission and shall in
clude all necessary equipment and incidentals 
required for the proper functioning of the Com
mission. 

(e) POWERS OF COMMISSION.-
(1) HEARINGS AND OTHER ACTIVITIES.-For the 

purpose of carrying out its duties, the Commis
sion may hold such hearings and undertake 
such other activities as the Commission deter
mines to be necessary to carry out its duties. 

(2) STUDIES BY GAO.-Upon the request of the 
Commission, the Comptroller General shall con
duct such studies or investigations as the Com
mission determines to be necessary to carry out 
its duties. 

(3) COST ESTlMATES BY CONGRESSIONAL BUDG
ET OFFICE AND OFFICE OF THE CHIEF ACTUARY OF 
HCFA.-

( A) The Director of the Congressional Budget 
Office or the Chief Actuary of the Health Care 
Financing Administration, or both, shall pro
vide to the Commission, upon the request of the 
Commission, such cost estimates as the Commis
sion determines to be necessary to carry out its 
duties. 

(B) The Commission shall reimburse the Direc
tor of the Congressional Budget Office for ex
penses relating to the employment in the office 
of the Director of such additional staff as may 
be necessary for the Director to comply with re
quests by the Commission under subparagraph 
(A). 

(4) DETAIL OF FEDERAL EMPLOYEES.-Upon 
the request of the Commission , the head of any 
Federal agency is authorized to detail, without 
reimbursement, any of the personnel of such 
agency to the Commission to assist the Commis
sion in carrying out its duties. Any such detail 
shall not interrupt or otherwise affect the civil 
service status or privileges of the Federal em
ployee. 

(5) TECHNICAL ASSISTANCE.- Upon the request 
of the Commission, the head ·Of a Federal agency 
shall provide such technical assistance to the 
Commission as the Commission determines to be 
necessary to carry out its duties. 

(6) USE OF MAILS.-The Commission may use 
the United States mails in the same manner and 
under the same conditions as Federal agencies 
and shall , for purposes of the frank, be consid
ered a commission of Congress as described in 
section 3215 of title 39, United States Code. 

(7) OBTAINING INFORMATION.-The Commis
sion may secure directly from any Federal agen
cy information necessary to enable it to carry 
out its duties, if the information may be dis
closed under section 552 of title 5, United States 
Code. Upon request of the Chairman of the 
Commission, the head of such agency shall fur
nish such information to the Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.-Upon 
the request of the Commission, the Adminis
trator of General Services shall provide to the 
Commission on a reimbursable basis such admin
istrative support services as the Commission may 
request. 

(9) PRINTING.-For purposes of costs relating 
to printing and binding, including the cost of 
personnel detailed from the Government Print
ing Office, the Commission shall be deemed to be 
a committee of the Congress. 

(f) REPORT.-Not later than March 1, 1999, the 
Commission shall submit a report to the Presi
dent and Congress which shall contain a de
tailed statement of only those recommendations, 
findings , and conclusions of the Commission 
that receive the approval of at least 11 members 
of the Commission. 

(g) TERMINATJON.-The Commission shall ter
minate 30 days after the date of submission of 
the report required in subsection (f). 

(h) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated 
$1,500,000 to carry out this section. 60 percent of 
such appropriation shall be· payable from the 
Federal Hospital Insurance Trust Fund, and 40 
percent of such appropriation shall be payable 
from the Federal Supplementary Medical Insur
ance Trust Fund under title XVIII of the Social 
Security Act (42 U.S.C. 1395i, 1395t). 
SEC. 4022. MEDICARE PAYMENT ADVISORY COM· 

MISSION. 
(a) IN GENERAL.-Title XVIII is amended by 

inserting after section 1804 the following new 
section: 

"MEDICARE PAYMENT ADVISORY COMMISSION 
"SEC. 1805. (a) ESTABLISHMENT.-There is 

hereby established the Medicare Payment Advi
sory Commission (in this section ref erred to as 
the 'Commission') . 

" (b) DUTIES.-
"(1) .REVIEW OF PAYMENT POLICIES AND AN

NUAL REPORTS.-The Commission shall-
"( A) review payment policies under this title , 

including the topics described in paragraph (2); 
"(B) make recommendations to Congress con

cerning such payment policies; 
"(C) by not later than March 1 of each year 

(beginning with 1998), submit a report to Con
gress containing the results of such reviews and 
its recommendations concerning such policies; 
and 

"(D) by not later than June 1 of each year 
(beginning with 1998), submit a report to Con
gress containing an examination of issues af
fecting the medicare program, including the im
plications of changes in health care delivery in 
the United States and in the market for health 
care services on the medicare program. 

"(2) SPECIFIC TOPICS TO BE REVIEWED.-
"(A) MEDICARE+CHOICE PROGRAM.-Specifi

cally, the Commission shall review , with respect 
to the Medicare+Choice program under part C, 
the following : 

" (i) The methodology for making payment to 
plans under such program, including the mak
ing of differential payments and the distribution 
of differential updates among different payment 
areas. 

"(ii) The mechanisms used to adjust payments 
for risk and the need to adjust such mechanisms 
to take into account health status of bene
ficiaries. 

" (iii) The implications of risk selection both 
among Medicare+Choice organizations and be
tween the Medicare+Choice option and the 
original medicare fee-for-service option. 

"(iv) The development and implementation of 
mechanisms to assure the quality of care for 
those enrolled with Medicare+Choice organiza
tions. 

"(v) The impact of the Medicare+Choice pro
gram on access to care for medicare bene
ficiaries. 

"(vi) Other major issues in implementation 
and further development of the 
Medicare+Choice program. 

"(B) ORIGINAL MEDICARE FEE-FOR-SERVICE 
SYSTEM.-Specifically, the Commission shall re
view payment policies under parts A and B, in
cluding-

" (i) the factors affecting expenditures for 
services in different sectors, including the proc
ess for updating hospital, skilled nursing facil
ity, physician, and other fees, 

" (ii) payment methodologies, and 
" (iii) their r elationship to access and quality 

of care for medicare beneficiaries. 
" (C) INTERACTION OF MEDICARE PAYMENT 

POLICIES WITH HEALTH CARE DELIVERY GEN
ERALLY.-Specifically, the Commission shall re
view the effect of payment policies under this 
title on the delivery of health care services other 
than under this title and assess the implications 
of changes in health care delivery in the United 
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States and in the general market for health care 
services on the medicare program. 

"(3) COMMENTS ON CERTAIN SECRETARIAL RE
PORTS.-!/ the Secretary submits to Congress (or 
a committee of Congress) a report that is re
quired by law and that relates to payment poli
cies under this title, the Secretary shall transmit 
a copy of the report to the Commission. The 
Commission shall review the report and, not 
later than 6 months after the date of submittal 
of the Secretary's report to Congress, shall sub
mit to the appropriate committees of Congress 
written comments on such report . Such com
ments may include such recommendations as the 
Commission deems appropriate. 

"(4) AGENDA AND ADDITIONAL REVIEWS.-The 
Commission shall consult periodically with the 
chairmen and ranking minority members of the 
appropriate committees of Congress regarding 
the Commission's agenda and progress towards 
achieving the agenda. The Commission may 
conduct additional reviews, and submit addi
tional reports to the appropriate committees of 
Congress, from time to time on such topics relat
ing to the program under this title as may be re
quested by such chairmen and members and as 
the Commission deems appropriate. 

"(5) AVAILABILITY OF REPORTS.-The Commis
sion shall transmit to the Secretary a copy of 
each report submitted under this subsection and 
shall make such reports available to the public. 

"(6) APPROPRIATE COMMITTEES OF CON
GRESS.- For purposes of this section, the term 
'appropriate committees of Congress' means the 
Committees on Ways and Means and Commerce 
of the House of Representatives and the Com
mittee on Finance of the Senate. 

"(c) MEMBERSHIP.-
"(1) NUMBER AND APPOINTMENT.-The Com

mission shall be composed of 15 members ap
pointed by the Comptroller General . 

"(2) QUALIFICATIONS.-
"(A) IN GENERAL.-The membership of the 

Commission shall include individuals with na
tional recognition for their expertise in health 
finance and economics, actuarial science, health 
facility management, health plans and inte
grated delivery systems, reimbursement of health 
facilities, allopathic and osteopathic physicians, 
and other providers of health services, and other 
related fields, who provide a mix of different 
professionals, broad geographic representation, 
and a balance between urban and rural rep
resentatives. 

"(B) lNCLUSION.-The membership Of the Com
mission shall include (but not be limited to) phy
sicians and other health professionals, employ
ers, third-party payers, individuals skilled in 
the conduct and interpretation of biomedical, 
health services, and health economics research 
and expertise in outcomes and effectiveness re
search and technology assessment. Such mem
bership shall also include representatives of con
sumers and the elderly. 

"(C) MAJORITY NONPROVIDERS.- lndividuals 
who are directly involved in the provision, or 
management of the delivery, of items and serv
ices covered under this title shall not constitute 
a majority of the membership of the Commission. 

"(D) ETHICAL DISCLOSURE.-The Comptroller 
General shall establish a system for public dis
closure by members of the Commission of finan
cial and other potential conflicts of interest re
lating to such members. 

"(3) TERMS.-
"( A) IN GENERAL.-The terms of members of 

the Commission shall be for 3 years except that 
the Comptroller General shall designate stag
gered terms for the members first appointed. 

"(B) V ACANCIES.-Any member appointed to 
fill a vacancy occurring before the expiration of 
the term for which the member's predecessor was 
appointed shall be appointed only for the re
mainder of that term. A member may serve after 

the expiration of that member's term until a suc
cessor has taken office. A vacancy in the Com
mission shall be filled in the manner in which 
the original appointment was made. 

"(4) COMPENSATION.-While serving on the 
business of the Commission (including travel
time), a member of the Commission shall be enti
tled to compensation at the per diem equivalent 
of the rate provided for level JV of the Executive 
Schedule under section 5315 of title 5, United 
States Code; and while so serving away from 
home and the member's regular place of busi
ness, a member may be allowed travel expenses, 
as authorized by the Chairman of the Commis
sion. Physicians serving as personnel of the 
Commission may be provided a physician com
parability allowance by the Commission in the 
same manner as Government physicians may be 
provided such an allowance by an agency under 
section 5948 of title 5, United States Code, and 
for such purpose subsection (i) of such section 
shall apply to the Commission in the same man
ner as it applies to the Tennessee Valley Au
thority. For purposes of pay (other than pay of 
members of the Commission) and employment 
benefits, rights, and privileges, all personnel of 
the Commission shall be treated as if they were 
employees of the United States Senate. 

"(5) CHAIRMAN; VICE CHAIRMAN.-The Comp
troller General shall designate a member of the 
Commission, at the time of appointment of the 
member as Chairman and a member as Vice 
Chairman for that term of appointment, except 
that in the case of vacancy of the Chairmanship 
or Vice Chairmanship, the Comptroller General 
may designate another member for the remain
der of that member's term. 

"(6) MEETINGS.-The Commission shall meet 
at the call of the Chairman . 

"(d) DIRECTOR AND STAFF; EXPERTS AND CON
SULTANTS.-Subject to such review as the Comp
troller General deems necessary to assure the ef
ficient administration of the Commission, the 
Commission may-

"(1) employ and fix the compensation of an 
Executive Director (subject to the approval of 
the Comptroller General) and such other per
sonnel as may be necessary to carry out its du
ties (without regard to the provisions of title 5, 
United States Code, governing appointments in 
the competitive service); 

"(2) seek such assistance and support as may 
be required in the performance of its duties from 
appropriate Federal departments and agencies; 

"(3) enter into contracts or make other ar
rangements, as may be necessary for the con
duct of the work of the Commission (without re
gard to section 3709 of the Revised Statutes ( 41 
u.s.c. 5)); 

"(4) make advance, progress, and other pay
ments which relate to the work of the Commis
sion; 

"(5) provide transportation and subsistence 
for persons serving without compensation; and 

"(6) prescribe such rules and regulations as it 
deems necessary with respect to the internal or
ganization and operation of the Commission. 

"(e) POWERS.-
"(1) OBTAINING OFFICIAL DATA.- The Commis

sion may secure directly from any department or 
agency of the United States information nec
essary to enable it to carry out this section. 
Upon request of the Chairman, the head of that 
department or agency shall furnish that infor
mation to the Commission on an agreed upon 
schedule. 

" (2) DATA COLLECTION.-ln order to carry out 
its functions, the Commission shall-

"( A) utilize existing information, both pub
lished and unpublished, where possible, col
lected and assessed either by its own staff or 
under other arrangements made in accordance 
with this section, 

"(B) carry out, or award grants or contracts 
for, original research and experimentation, 
where existing information is inadequate, and 

"(C) adopt procedures allowing any interested 
party to submit information for the Commis
sion's use in making reports and recommenda
tions. 

"(3) ACCESS OF GAO TO INFORMATION.-The 
Comptroller General shall have unrestricted ac
cess to all deliberations, records, and nonpropri
etary data of the Commission, immediately upon 
request. 

"(4) PERIODIC AUDIT.-The Commission shall 
be subject to periodic audit by the Comptroller 
General. 

"(f) AUTHORIZATION OF APPROPRIATIONS.
"(1) REQUEST FOR APPROPRIATIONS.- The 

Commission shall submit requests for appropria
tions in the same manner as the Comptroller 
General submits requests for appropriations, but 
amounts appropriated for the Commission shall 
be separate from amounts appropriated for the 
Comptroller General. 

"(2) AUTHORIZATION.-There are authorized 
to be appropriated such sums as may be nec
essary to carry out the provisions of this section. 
Sixty percent of such appropriation shall be 
payable from the Federal Hospital Insurance 
Trust Fund, and 40 percent of such appropria
tion shall be payable from the Federal Supple
mentary Medical Insurance Trust Fund.". 

(b) ABOLITION OF PROPAC AND PPRC.
(1) PROPAC.-
(A) IN GENERAL.-Section 1886(e) (42 u.s.c. 

1395ww(e)) is amended-
(i) by striking paragraphs (2) and (6); and 
(ii) in paragraph (3), by striking "(A) The 

Commission" and all that follows through 
"(B)". 

(B) CONFORMING AMENDMENT.-Section 1862 
(42 U.S.C. 1395y) is amended by striking "Pro
spective Payment Assessment Commission'' each 
place it appears in subsection (a)(l)(D) and sub
section (i) and inserting "Medicare Payment 
Advisory Commission'' . 

(2) PPRC.-
(A) IN GENERAL.- Title XVIII is amended by 

striking section 1845 (42 U.S.C. 1395w- 1) . 
(B) ELIMINATION OF . CERTAIN REPORTS.-Sec

tion 1848 (42 U.S.C. 1395w-4) is amended-
(i) by striking subparagraph ( F) of subsection 

(d)(2), 
(ii) by striking subparagraph (B) of subsection 

(f)(l), and 
(iii) in subsection (f)(3), by striking "Physi

cian Payment Review Commission,". 
(C) CONFORMING AMENDMENTS.-Section 1848 

(42 U.S.C. 1395w-4) is amended by striking 
"Physician Payment Review Commission" and 
inserting "Medicare Payment Advisory Commis
sion'' each place it appears in subsections 
(c)(2)(B)(iii), (g)(6)(C), and (g)(7)(C). 

(c) EFFECTIVE DATE; TRANSITION.-
(1) IN GENERAL.-The Comptroller General 

shall first provide for appointment of members to 
the Medicare Payment Advisory Commission (in 
this subsection referred to as "MedPAC") by not 
later than September 30, 1997. 

(2) TRANSITION.-As quickly as possible after 
the date a majority of members of MedP AC are 
first appointed, the Comptroller General, in con
sultation with the Prospective Payment Assess
ment Commission (in this subsection ref erred to 
as "ProP AC") and the Physician Payment Re
view Commission (in this subsection ref erred to 
as "PPRC"), shall provide for the termination 
of the ProPAC and the PPRC. As of the date of 
termination of the respective Commissions , the 
amendments made by paragraphs (1) and (2), re
spectively, of subsection (b) become effective. 
The Comptroller General, to the extent feasible, 
shall provide for the transfer to the MedP AC of 
assets and staff of the ProPAC and the PPRC, 
without any loss of benefits or seniority by vir
tue of such transfers . Fund balances available 
to the ProPAC or the PPRC for any period shall 
be available to the MedP AC for such period for 
like purposes. 
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(3) CONTINUING RESPONSIBILITY FOR RE

PORTS.-The MedP AC shall be responsible for 
the preparation and submission of reports re
quired by law to be submitted (and which have 
not been submitted by the date of establishment 
of the MedPAC) by the ProPAC and the PPRC, 
and, for this purpose, any reference in law to ei
ther such Commission is deemed, after the ap
pointment of the MedP AC, to refer to the 
MedPAC. 

CHAPTER 4-MEDIGAP PROTECTIONS 
SEC. 4031. MEDIGAP PROTECTIONS. 

(a) GUARANTEEING ISSUE WITHOUT PRE
EXISTING CONDITIONS FOR CONTINUOUSLY COV
ERED ]NDIVIDUALS.-Section 1882(s) (42 u.s.c. 
1395ss(s)) is amended--

(1) in paragraph (3), by striking "paragraphs 
(1) and (2)" and inserting "this subsection", 

(2) by redesignating paragraph (3) as para
graph (4), and 

(3) by inserting after paragraph (2) the f al
lowing new paragraph: 

"(3)( A) The issuer of a medicare supplemental 
policy-

"(i) may not deny or condition the issuance or 
effectiveness of a medicare supplemental policy 
described in subparagraph (C) that is offered 
and is available for issuance to new enrollees by 
such issuer; 

"(ii) may not discriminate in the pricing of 
such policy , because of health status, claims ex
perience, receipt of health care, or medical con
dition; and 

"(iii) may not impose an exclusion of benefits 
based on a pre-existing condition under such 
policy, 
in the case of an individual described in sub
paragraph (B) who seeks to enroll under the 
policy not later than 63 days after the date of 
the termination of enrollment described in such 
subparagraph and who submits evidence of the 
date of termination or disenrollment along with 
the application for such medicare supplemental 
policy. 

" (B) An individual described in this subpara
graph is an individual described in any of the 
fallowing clauses: 

"(i) The individual is enrolled under an em
ployee welfare benefit plan that provides health 
benefits that supplement the benefits under this 
title and the plan terminates or ceases to pro
vide all such supplemental health benefits to the 
individual. 

" (ii) The individual is enrolled with a 
Medicare+ Choice organization under a 
Medicare+Choice plan under part C, and there 
are circumstances permitting discontinuance of 
the individual's election of the plan under the 
first sentence of section 1851(e)(4). 

" (iii) The individual is enrolled with an eligi
ble organization under a contract under section 
1876, a similar organization operating under 
demonstration project authority, effective for 
periods before April 1, 1999, with an organiza
tion under an agreement under section 
1833(a)(l)(A), or with an organization under a 
policy described in subsection (t), and such en
rollment ceases under the same circumstances 
that would permit discontinuance of an individ
ual's election of coverage under the first sen
tence of section 1851(e)(4) and, in the case of a 
policy described in subsection (t), there is no 
provision under applicable State law for the 
continuation or conversion of coverage under 
such policy. 

" (iv) The individual is enrolled under a medi
care supplemental policy under this section and 
such enrollment ceases because-

"( I) of the bankruptcy or insolvency of the 
issuer or because of other involuntary termi
nation of coverage or enrollment under such 
policy and there is no provision under applica
ble State law for the continuation or conversion 
of such coverage; 

"(II) the issuer of the pol'icy substantially vio
lated a material provision of the policy; or 

"(Ill) the issuer (or an agent or other entity 
acting on the issuer's behalf) materially mis
represented the policy's provisions in marketing 
the policy to the individual. 

"(v) The individual-
"( I) was enrolled under a medicare supple

mental policy under this section, 
"(II) subsequently terminates such enrollment 

and enrolls, for the first time, with any 
Medicare+ Choice organization under a 
Medicare+Choice plan under part C, any eligi
ble organization under a contract under section 
1876, any similar organization operating under 
demonstration project authority, or any policy 
described in subsection (t). and 

"(III) the subsequent enrollment under sub
clause (II) is terminated by the enrollee during 
any period within the first 12 months of such 
enrollment (during which the enrollee is per
mitted to terminate such subsequent enrollment 
under section 1851(e)). 

" (vi) The individual, upon first becoming eli
gible for benefits under part A at age 65, enrolls 
in a Medicare+Choice plan under part C, and 
disenrolls from such plan by not later than 12 
months after the effective date of such enroll
ment. 

" (C)(i) Subject to clauses (ii) and (iii), a medi
care supplemental policy described in this sub
paragraph is a medicare supplemental policy 
which has a benefit package classified as 'A', 
'B', 'C', or 'F' under the standards established 
under subsection (p)(2). 

"(ii) Only for purposes of an individual de
scribed in subparagraph (B)(v), a medicare sup
plemental policy described in this subparagraph 
is the same medicare supplemental policy re
f erred to in such subparagraph in which the in
dividual was most recently previously enrolled, 
if available from the same issuer, or, if not so 
available, a policy described in clause (i). 

"(iii) Only for purposes of an individual de
scribed 'in subparagraph (B)(vi), a medicare sup
plemental policy described in this subparagraph 
shall include any medicare supplemental policy. 

"(iv) For purposes of applying this paragraph 
in the case of a State that provides for offering 
of benefit packages other than under the classi
fication referred to in clause (i), the references 
to benefit packages in such clause are deemed 
references to comparable benefit packages of
fered in such State. 

"(D) At the time of an event described in sub
paragraph (B) because of which an individual 
ceases enrollment or loses coverage or benefits 
under a contract or agreement, policy, or plan, 
the organization that offers the contract or 
agreement, the insurer offering the policy , or 
the administrator of the plan, respectively, shall 
notify the individual of the rights of the indi
vidual under this paragraph, and obligations of 
issuers of medicare supplemental policies, under 
subparagraph (A).". 

(b) LIMITATION ON IMPOSITION OF PRE
EXISTING CONDITION EXCLUSION DURING INITIAL 
OPEN ENROLLMENT PERIOD.-Section 1882(s)(2) 
(42 U.S.C. 1395ss(s)(2)) is amended-

(1) in subparagraph (B), by striking "sub
paragraph (C)" and inserting " subparagraphs 
(C) and (D)", and 

(2) by adding at the end the fallowing new 
subparagraph: 

"(D) In the case of a policy issued during the 
6-month period described in subparagraph (A) to 
an individual who is 65 years of age or older as 
of the date of issuance and who as of the date 
of the application for enrollment has a contin
uous period of creditable coverage (as defined in 
2701(c) of the Public Health Service Act) of-

"(i) at least 6 months, the policy may not ex
clude benefits based on a pre-existing condition; 
or 

"(ii) less than 6 months, if the policy excludes 
benefits based on a preexisting condition, the 
policy shall reduce the period of any preexisting 
condition exclusion by the aggregate of the peri
ods of creditable coverage (if any, as so defined) 
applicable to the individual as of the enrollment 
date. 
The Secretary shall specify the manner of the 
reduction under clause (ii), based upon the rules 
used by the Secretary in carrying out section 
2701(a)(3) of such Act.". 

(c) CONFORMING AMENDMENT.-Section 
1882(d)(3)(A)(vi)(lll) (42 U.S.C. 
1395ss(d)(2)( A)( vi)( III)) is amended by inserting 
", a policy described in clause (v)," after 
"Medicare supplemental policy". 

(d) EFFECTIVE DATES.-
(1) GUARANTEED ISSUE.-The amendment made 

by subsection (a) shall take effect on July 1, 
1998. 

(2) LIMIT ON PREEXISTING CONDITION EXCLU
SIONS.-The amendment made by subsection (b) 
shall apply to policies issued on or after July 1, 
1998. 

(3) CONFORMING AMENDMENT.- The amend
ment made by subsection (c) shall be effective as 
if included in the enactment of the Health In
surance Portability and Accountability Act of 
1996. 

(e) TRANSITION PROVISIONS.-
(1) IN GENERAL.-![ the Secretary of Health 

and Human Services identifies a State as requir
ing a change to its statutes or regulations to 
con[ orm its regulatory program to the changes 
made by this section, the State regulatory pro
gram shall not be considered to be out of compli
ance w'ith the requirements of section 1882 of the 
Social Security Act due solely to failure to make 
such change until the date specified in para
graph (4). 

(2) NAJC STANDARDS.-![, within 9 months 
after the date of the enactment of this Act, the 
National Association of Insurance Commis
sioners (in this subsection ref erred to as the 
"NAIC") modifies its NAIC Model Regulation 
relating to section 1882 of the Social Security 
Act (referred to in such section as the 1991 NAIC 
Model Regulation, as modified pursuant to sec
tion 171(m)(2) of the Social Security Act Amend
ments of 1994 (Public Law 103-432) and as modi
fied pursuant to section 1882(d)(3)(A)(vi)(IV) of 
the Social Security Act, as added by section 
271(a) of the Health Insurance Portability and 
Accountability Act of 1996 (Public Law 104-191) 
to con[ arm to the amendments made by this sec
tion, such revised regulation incorporating the 
modifications shall be considered to be the ap
plicable NAIC model regulation (including the 
revised NAIC model regulation and the 1991 
NAIC Model Regulation) for the purposes of 
such section. 

(3) SECRETARY STANDARDS.-][ the NAIC does 
not make the modifications described in para
graph (2) within the period specified in such 
paragraph, the Secretary of Health and Human 
Services shall make the modifications described 
in such paragraph and such revised regulation 
incorporating the modifications shall be consid
ered to be the appropriate Regulation for the 
purposes of such section. 

(4) DATE SPECIFIED.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the date specified in this paragraph for a 
State is the earlier of-

(i) the date the State changes its statutes or 
regulations to con[ arm its regulatory program to 
the changes made by this section, or 

(ii) 1 year after the date the N AIC or the Sec
retary first makes the modifications under para
graph (2) or (3), respectively. 

(B) ADDITIONAL LEGISLATIVE ACTION RE
QUIRED.-ln the case of a State which the Sec
retary identifies as-
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(i) requiring State legislation (other than leg

islation appropriating funds) to conform its reg
ulatory program to the changes made in this 
section , but 

(ii) having a legislature which is not sched
uled to meet in 1999 in a legislative session in 
which such legislation may be considered, 
the date specified in this paragraph is the first 
day of the first calendar quarter beginning after 
the close of the first legislative session of the 
State legislature that begins on or after July 1, 
1999. For purposes of the previous sentence, in 
the case of a State that has a 2-year legislative 
session, each year of such session shall be 
deemed to be a separate regular session of the 
State legislature. 

(f) CONFORMING BENEFITS TO CHANGES IN TER
MINOLOGY FOR HOSPITAL OUTPATIENT DEPART
MENT COST SHARING.-For purposes Of apply 
section 1882 of the Social Security Act (42 U.S.C. 
1395ss) and regulations referred to in subsection 
( e), copayment amounts provided under section 
1833(t)(5) of such Act with respect to hospital 
outpatient department services shall be treated 
under medicare supplemental policies in the 
same manner as coinsurance with respect to 
such services. 
SEC. 4032. ADDITION OF HIGH DEDUCTIBLE 

MEDIGAP POUCIES. 
(a) IN GENERAL.-Section 1882(p) (42 u.s.c. 

1395ss(p)) is amended-
(1) in paragraph (2)(C), by inserting "plus the 

2 plans described in paragraph (11)( A)" after 
"exceed 10"; and 

(2) by adding at the end the following: 
"(ll)(A) For purposes of paragraph (2), the 

benefit packages described in this subparagraph 
are as fallows: 

"(i) The benefit package classified as 'F' 
under the standards established by such para
graph, except that it has a high deductible fea
ture. 
· "(ii) The benefit package classified as 'J' 

under the standards established by such para
graph, except that it has a high deductible fea
ture. 

"(B) For purposes of subparagraph (A), a 
high deductible feature is one which-

"(i) requires the beneficiary of the policy to 
pay annual out-of-pocket expenses (other than 
premiums) in the amount specified in subpara
graph (C) before the policy begins payment of 
benefits, and 

"(ii) covers 100 percent of covered out-of-pock
et expenses once such deductible has been satis
fied in a year. 

"(C) The amount specified in th·is . subpara
graph-

"(i) for 1998 and 1999 is $1,500, and 
"(ii) for a subsequent year, is the amount 

specified in this subparagraph for the previous 
year increased by the percentage increase in the 
Consumer Price Index for all urban consumers 
(all items; U.S. city average) for the 12-month 
period ending with August of the .Preceding 
year. 

If any amount determined under clause (ii) is 
not a multiple of $10, it shall be rounded to the 
nearest multiple of $10. ". 

(b) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

subsection (a) shall take effect the date of the 
enactment of this Act. 

(2) TRANSITION.-The provisions of section 
4031(e) shall apply with respect to this section in 
the same manner as they apply to section 4031. 
CHAPTER 5-TAX TREATMENT OF HOS-

PITALS PARTICIPATING IN PROVIDER
SPONSORED ORGANIZATIONS 

SEC. 4041. TAX TREATMENT OF HOSPITALS 
WHICH PARTICIPATE IN PROVIDER
SPONSORED ORGANIZATIONS. 

(a) IN GENERAL.-Section 501 of the Internal 
Revenue Code of 1986 (relating to exemption 

from tax on corporations, certain trusts, etc.) is 
amended by redesignating subsection (o) as sub
section (p) and by inserting after subsection (n) 
the fallowing new subsection: 

"(o) TREATMENT OF HOSPITALS PARTICIPATING 
IN PROVIDER-SPONSORED 0RGANIZATIONS.-An 
organization shall not fail to be treated as orga
nized and operated exclusively for a charitable 
purpose for purposes of subsection (c)(3) solely 
because a hospital which is owned and operated 
by such organization participates in a provider
sponsored organization (as defined in section 
1853(e) of the Social Security Act), whether or 
not the provider-sponsored organization is ex
empt from tax. For purposes of subsection (c)(3) , 
any person with a material financial interest in 
such a provider-sponsored organization shall be 
treated as a private shareholder or individual 
with respect to the hospital." 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall take effect on the date of 
the enactment of this Act. 

Subtitle B-Prevention Initiatives 
SEC. 4101. SCREENING MAMMOGRAPHY. 

(a) PROVIDING ANNUAL SCREENING MAMMOG
RAPHY FOR WOMEN OVER AGE 39.-Section 
1834(c)(2)(A) (42 U.S.C. 1395m(c)(2)(A)) is 
amended-

(1) in clause (iii), to read as follows: 
"(iii) In the case of a woman over 39 years of 

age, payment may not be made under this part 
for screening mammography perf armed within 
11 months fallowing the month in which a pre
vious screening mammography was performed."; 
and 

(2) by striking clauses (iv) and (v). 
(b) WAIVER OF DEDUCTIBLE.-The first sen

tence of section 1833(b) (42 U.S.C. 1395l(b)) is 
amended-

(1) by striking "and" before "(4)", and 
(2) by inserting before the period at the end 

the following: ", and (5) such deductible shall 
not apply with respect to screening mammog
raphy (as described in section 1861(jj))". 

(c) CONFORMING AMENDMENT.-Section 
1834(c)(l)(C) (42 u.s.c. 1395m(c)(l)(C)) is 
amended by striking ", subject to the deductible 
established under section 1833(b), ". 

(d) EFFECTIVE D ATE.- The amendments made 
by this section shall apply to items and services 
furnished on or after January 1, 1998. 
SEC. 4102. SCREENING PAP SMEAR AND PELVIC 

EXAMS. 
(a) COVERAGE OF PELVIC EXAM; INCREASING 

FREQUENCY OF COVERAGE OF PAP SMEAR.-Sec
tion 1861(nn) (42 U.S.C. 1395x(nn)) is amended

(1) in the heading, by striking "Smear" and 
inserting "Smear; Screening Pelvic Exam"; 

(2) by inserting "or vaginal" after "cervical" 
each place it appears; 

(3) by striking "(nn)" and inserting 
"(nn)(l)"; 

(4) by striking "3 years" and all that follows 
and inserting "3 years, or during the preceding 
year in the case of a woman described in para
graph (3). ";and 

(5) by adding at the end the following new 
paragraphs: 

"(2) The term 'screening pelvic exam' means a 
pelvic examination provided to a woman if the 
woman involved has not had such an examina
tion during the preceding 3 years, or during the 
preceding year in the case of a woman described 
in paragraph (3), and includes a clinical breast 
examination. 

"(3) A woman described in this paragraph is 
a woman who-

"( A) is of childbearing age and has had a test 
described in this subsection during any of the 
preceding 3 years that indicated the presence of 
cervical or vaginal cancer or other abnormality; 
or 

"(B) is at high risk of developing cervical or 
vaginal cancer (as determined pursuant to fac
tors identified by the Secretary)." . 

(b) w A/VER OF DEDUCTIBLE.-The first sen
tence of section 1833(b) (42 U.S.C. 1395l(b)), as 
amended by section 4101(b), is amended-

(1) by striking "and" before "(5)", and 
(2) by inserting before the period at the end 

the following : ", and (6) such deductible shall 
not apply with respect to screening pap smear 
and screening pelvic exam (as described in sec
tion 1861(nn))". 

(c) CONFORMING AMENDMENTS.-Sections 
1861(s)(14) and 1862(a)(l)(F) (42 U.S.C. 
1395x(s)(14), 1395y(a)(l)(F)) are each amended 
by inserting "and screening pelvic exam" after 
"screening pap smear". 

(d) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.-Section 1848(j)(3) (42 U.S.C. 1395w-4(j)(3)) 
is amended by striking "and ( 4)" and inserting 
"(4) and (14) (with respect to services described 
in section 1861(nn)(2))". 

(e) EFFECTIVE DATE.-The amendments made 
by this section shall apply to items and services 
furnished on or after January 1, 1998. 
SEC. 4103. PROSTATE CANCER SCREENING TESTS. 

(a) COVERAGE.-Section 1861 (42 u.s.c. 1395x) 
is amended-

(1) in subsection (s)(2)-
( A) by striking "and" at the end of subpara

graphs (N) and (0), and 
(BJ by inserting after subparagraph (0) the 

fallowing new subparagraph: 
"(P) prostate ·cancer screening tests (as de

fined in subsection (oo)); and"; and 
(2) by adding at the end the fallowing new 

subsection: 
"Prostate Cancer Screening Tests 

"(oo)(l) The term 'prostate cancer screening 
test' means a test that consists of any (or all) of 
the procedures described in paragraph (2) pro
vided for the purpose of early detection of pros
tate cancer to a man over 50 years of age who 
has not had such a test during the preceding 
year. · 

"(2) The procedures described in this para-
graph are as fallows: 

"(A) A digital rectal examination. 
"(B) A prostate-specific antigen blood test. 
"(C) For years beginning after 2002, such 

other procedures as the Secretary finds appro
priate for the purpose of early detection of pros
tate cancer, taking into account changes in 
technology and standards of medical practice, 
availability, effectiveness, costs , and such other 
factors as the Secretary considers appropriate.". 

(b) PAYMENT FOR PROSTATE-SPECIFIC ANTIGEN 
BLOOD TEST UNDER CLINICAL DIAGNOSTIC LAB
ORATORY TEST FEE SCHEDULES.-Section 
1833(h)(l)(A) (42 U.S.C. 1395l(h)(l)(A)) is amend
ed by inserting after "laboratory tests" the fol
lowing: "(including prostate cancer screening 
tests under section 1861(00) consisting of pros
tate-specific antigen blood tests)". 

(C) CONFORMING AMENDMENT.-Section 1862(a) 
(42 U.S.C. 1395y(a)) is amended-

(1) in paragraph (1)-
( A) in subparagraph (E), by striking "and" at 

the end, 
(B) in subparagraph (F), by striking the semi

colon at the end and inserting ",and", and 
(C) by adding at the end the fallowing new 

subparagraph: 
"(G) in the case of prostate cancer screening 

tests (as defined in section 1861(00)), which are 
perf armed more frequently than is covered 
under such section;"; and 

(2) in paragraph (7), by striking " paragraph 
(l)(B) or under paragraph (1)( F)" and inserting 
"subparagraphs (BJ, (F), or (G) of paragraph 
(1)". 

(d) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.-Section 1848(j)(3) (42 U.S.C. 1395w-
4(j)(3)), as amended by section 4102, is amended 
by inserting ", (2)(P) (with respect to services 
described in subparagraphs (A) and (C) of sec
tion 1861(00)(2)," after "(2)(G)" 
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(e) EFFECTIVE DATE.-The amendments made 

by this section shall apply to items and services 
furnished on or after January 1, 2000. 
SEC. 4104. COVERAGE OF COLORECTAL SCREEN

ING. 

(a) COVERAGE.-
(1) IN GENERAL.-Section 1861 (42 u.s.c. 

1395x), as amended by section 4103(a), is amend
ed-

(A) in subsection (s)(2)-
(i) by striking "and " at the end of subpara-

graph (P); . 
(ii) by adding " and" at the end of subpara

graph (Q); and 
(iii) by adding at the end the fallowing new 

subparagraph: 
"(R) colorectal cancer screening tests (as de

fined in subsection (pp)); and"; and 
(B) by adding at the end the following new 

subsection: 
"Colorectal Cancer Screening Tests 

"(pp)(l) The term 'colorectal cancer screening 
test' means any of the following procedures fur
nished to an individual for the purpose of early 
detection of colorectal cancer: 

"(A) Screening fecal-occult blood test. 
"(B) Screening flexible sigmoidoscopy. 
"(C) In the case of an .individual at high risk 

for colorectal cancer, screening colonoscopy. 
"(D) Such other tests or procedures, and 

modifications to tests and procedures under this 
subsection, with such frequency and payment 
limits, as the Secretary determines appropriate, 
in consultation with appropriate organizations. 

"(2) In paragraph (l)(C), an 'individual at 
high risk for colorectal cancer' is an individual 
who, because of family history , prior experience 
of cancer or precursor neoplastic polyps, a his
tory of chronic digestive disease condition (in
cluding inflammatory bowel disease, Grahn 's 
Disease, or ulcerative colitis), the presence of 
any appropriate recognized gene markers for 
colorectal cancer, or other predisposing factors, 
faces a high risk for colorectal cancer.". 

(2) DEADLINE FOR PUBLICATION OF DE'l'ER
MINATION ON COVERAGE OF SCREENING BARIUM 
ENEMA .-Not later than the earlier of the date 
that is January 1, 1998, or 90 days after the date 
of the enactment of this Act, the Secretary of 
Health and Human Services shall publish notice 
in the Federal Register with respect to the deter
mination under paragraph (l)(D) of section 
1861(pp) of the Social Security Act (42 U.S.C. 
1395x(pp)) , as added by paragraph (1), on the 
coverage of a screening barium enema as a 
colorectal cancer screening test under such sec
tion. 

(b) FREQUENCY LIMITS AND PAYMENT.-
(1) IN GENERAL.- Section 1834 (42 u.s.c. 

1395m) is amended by inserting after subsection 
(c) the following new subsection: 

"(d) FREQUENCY LIMITS AND PAYMENT FOR 
COLORECTAL CANCER SCREENING TESTS.-

"(1) SCREENING FECAL-OCCULT BLOOD TESTS.
"( A) PAYMENT AMOUNT.-The payment 

amount for colorectal cancer screening tests 
consisting of screening fecal-occult blood tests is 
equal to the payment amount established for di
agnostic fecal-occult blood tests under section 
1833(h). 

"(B) FREQUENCY LIMIT.-No payment may be 
made under this part for a colorectal cancer 
screening test consisting of a screening f ecal-oc
cult blood test-

" (i) if the individual is under 50 years of age; 
or 

" (ii) if the -test is performed within the 11 
months after a previous screening fecal-occult 
blood test. 

"(2) SCREENING FLEXIBLE SIGMOIDOSCOPIES.-
" ( A) PEE SCHEDULE.-With respect to 

colorectal cancer screening tests consisting of 
screening flexible sigmoidoscopies, payment 
under section 1848 shall be consistent with pay-

ment under such section for similar or related 
services. 

"(B) PAYMENT LIMIT.-ln the case of screen
ing flexible sigmoidoscopy services, payment 
under this part shall not exceed such amount as 
the Secretary specifies , based upon the rates rec
ognized for diagnostic flexible sigmoidoscopy 
services. 

"(C) FACILITY PAYMENT LIMIT.-
"(i) IN GENERAL.-Notwithstanding sub

sections (i)(2)(A) and (t) of section 1833, in the 
case of screening flexible sigmoidoscopy services 
furnished on or after January 1, 1999, that-

" (!) in accordance with regulations, may be 
perf armed in an ambulatory surgical center and 
for which the Secretary permits ambulatory sur
gical center payments under this part, and 

"(II) are performed in an ambulatory surgical 
center or hospital outpatient department, 
payment under this part shall be based on the 
lesser of the amount under the fee schedule that 
would apply to such services if they were per
! armed in a hospital outpatient department in 
an area or the amount under the fee schedule 
that would apply to such services if they were 
performed in an ambulatory surgical center in 
the same area. 

"(ii) LIMITATION ON DEDUCTIBLE AND COINSUR
ANCE.-Notwithstanding any other provision of 
this title, in the case of a beneficiary who re
ceives the services described in clause (i)-

"( l) in computing the amount of any applica
ble deductible or copayment, the computation of 
such deductible or coinsurance shall be based 
upon the fee schedule under which payment is 
made for the services, and 

"(JI) the amount of such coinsurance is equal 
to 25 percent of the payment amount under the 
fee schedule described in subclause (!). 

" (D) SPECIAL RULE FOR DETECTED LESIONS.-If 
during the course of such screening flexible 
sigmoidoscopy , a lesion or growth is detected 
which results in a biopsy or removal of the le
sion or growth, payment under this part shall 
not be made for the screening flexible 
sigmoidoscopy but shall be made for the proce
dure classified as a flexible sigmoidoscopy with 
such biopsy or removal. 

"(E) FREQUENCY LIMIT.-No payment may be 
made under this part for a colorectal cancer 
screening test consisting of a screening flexible 
sigmoidoscopy-

" (i) if the individual is under 50 years of age; 
or 

"(ii) if the procedure is perf armed within the 
47 months after a previous screening flexible 
sigmoidoscopy. 

" (3) SCREENING COLONOSCOPY FOR INDIVID
UALS AT HIGH RISK FOR COLORECTAL CANCER.-

"( A) PEE SCHEDULE.- With respect to 
colorectal cancer screening test consisting of a 
screening colonoscopy for individuals at high 
risk for colorectal cancer (as defined in section 
1861(pp)(2)), payment under section 1848 shall 
be consistent with payment amounts under such 
section for similar or related services. 

"(B) PAYMENT LIMIT.- ln the case of screen
ing colonoscopy services, payment under this 
part shall not exceed such amount as the Sec
retary specifies, based upon the rates recognized 
for diagnostic colonoscopy services. 

" (C) FACILITY PAYMENT LIMlT.-
"(i) IN GENERAL.-Notwithstanding sub

sections (i)(2)(A) and (t) of section 1833, in the 
case of screening colonoscopy services furnished 
on or after January 1, 1999, that are performed 
in an ambulatory surgical center or a hospital 
outpatient department, payment under this part 
shall be based on the lesser of the amount under 
the fee schedule that would apply to such serv
ices if they were performed in a hospital out
patient department in an area or the amount 
under the fee schedule that would apply to such 
services if they were perf armed in an ambula
tory surgical center in the same area. 

" (ii) LIMITATION ON DEDUCTIBLE AND COINSUR
ANCE.- Notwithstanding any other provision of 
this title, in the case of a beneficiary who re
ceives the services described in clause (i)-

" (I) in computing the amount of any applica
ble deductible or coinsurance, the computation 
of such deductible or coinsurance shall be based 
upon the fee schedule under which payment is 
made for the services, and 

"(II) the amount of such coinsurance is equal 
to 25 percent of the payment amount under the 
fee schedule described in subclause (!). 

"(D) SPECIAL RULE FOR DETECTED LESIONS.-!/ 
during the course of such screening 
colonoscopy, a lesion or growth is detected 
which results in a biopsy or removal of the le
sion or growth, payment under this part shall 
not be made for the screening colonoscopy but 
shall be made for the procedure classified as a 
colonoscopy with such biopsy or removal. 

"(E) FREQUENCY LIMIT.-No payment may be 
made under this part for a colorectal cancer 
screening test consisting of a screening 
colonoscopy for individuals at high risk for 
colorectal cancer if the procedure is performed 
within the 23 months after a previous screening 
colonoscopy. ". 

(c) CONFORMING AMENDMENTS.-(1) Para
graphs (l)(D) and (2)(D) of section 1833(a) (42 
U.S.C. 1395l(a)) are each amended by inserting 
" or section 1834(d)(l)" after "subsection (h)(l)". 

(2) Section 1833(h)(l)(A) (42 U.S.C. 
1395l(h)(l)(A)) is amended by striking "The Sec
retary" and inserting "Subject to section 
1834(d)(l), the Secretary". 

(3) Section 1862(a) (42 U.S.C. 1395y(a)), as 
amended by section 4103(c), is amended-

( A) in paragraph (1)-
(i) in subparagraph ( P), by striking "and" at 

the end, 
(ii) in subparagraph (G), by striking the semi

colon at the end and inserting ",and" , and 
(iii) by adding at the end the fallowing new 

subparagraph: 
" (H) in the case of colorectal cancer screening 

tests, which are performed more frequently than 
is covered under section 1834(d);"; and 

(B) in paragraph (7), by striking "or (G)" and 
inserting "(G) , or (H)". 

(d) PAYMENT UNDER PHYSICIAN PEE SCHED
ULE. - Section 1848(j)(3) (42 U.S.C. 1395w-
4(j)(3)), as amended by sections 4102 and 4103, is 
amended by inserting "(2)(R) (with respect to 
services described in subparagraphs (B) , (C) , 
and (D) of section 1861(pp)(l)) , " before "(3)" . 

(e) EFFECTIVE DATE.-The amendments made 
by this section shall apply to items and services 
furnished on or after January 1, 1998. 
SEC. 4105. DIABETES SELF-MANAGEMENT BENE

FITS. 
(a) COVERAGE OF DIABETES OUTPATIENT SELF

MANAGEMENT TRAINING SERVJCES.-
(1) IN GENERAL.-Section 1861 (42 u.s.c. 

1395x), as amended by sections 4103(a) and 
4104(a), is amended-

( A) in subsection (s)(2)-
(i) by striking "and" at the end of subpara

graph (Q); 
(ii) by adding "and " at the end of subpara

graph (R); and 
(iii) by adding at the end the fallowing new 

subparagraph: 
"(S) diabetes outpatient self-management 

training services (as defined in subsection (qq)); 
and' " and 

(By' by adding at the end the following new 
subsection: 

"Diabetes Outpatient Self-Management 
Training Services 

" (qq)(l) The term 'diabetes outpatient self
management training services' means edu
cational and training services furnished (at 
such times as the Secretary determines appro
priate) to an individual with diabetes by a cer
tified provider (as described in paragraph 
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(2)( A)) in an outpatient setting by an individual 
or entity who meets the quality standards de
scribed in paragraph (2)(B). but only if the phy
sician who is managing the individual's diabetic 
condition certifies that such services are needed 
under a comprehensive plan of care related to 
the individual's diabetic condition to ensure 
therapy compliance or to provide the individual 
with necessary skills and knowledge (including 
skills related to the self-administration of 
injectable drugs) to participate in the manage
ment of the individual's condition. 

"(2) In paragraph (1)-
"( A) a 'certified provider' is a physician, or 

other individual or entity designated by the Sec
retary, that, in addition to providing diabetes 
outpatient self-management training services, 
provides other items or services for which pay
ment may be made under this title; and 

"(B) a physician, or such other individual or 
entity, meets the quality standards described in 
this paragraph if the physician, or individual or 
entity , meets quality standards established by 
the Secretary, except that the physician or other 
individual or entity shall be deemed to have met 
such standards if the physician or other indi
vidual or entity meets applicable standards 
originally established by the National Diabetes 
Advisory Board and subsequently revised by or
ganizations who participated in the establish
ment of standards by such Board, or is recog
nized by an organization that represents indi
viduals (including individuals under this title) 
with diabetes as meeting standards for fur
nishing the services.". 

(2) PAYMEN'l' UNDER PHYSICIAN FEE SCHED
ULE.-Section 1848(j)(3) (42 U.S.C. 1395w-4(j)(3)) 
as amended in sections 4102, 4103, and 4104, is 
amended by inserting "(2)(S)," before "(3), ". 

(3) CONSULTATION WITH ORGANIZATIONS JN ES
TABLISHING PAYMENT AMOUNTS FOR SERVICES 
PROVIDED BY PHYSICIANS.-/n establishing pay
ment amounts under section 1848 of the Social 
Security Act for physicians' services consisting 
of diabetes outpatient self-management training 
services, the Secretary of Health and Human 
Services shall consult with appropriate organi
zations, including such organizations rep
resenting individuals or medicare beneficiaries 
with diabetes. 

(b) BLOOD-TESTING STRIPS FOR INDIVIDUALS 
WITH DIABETES.-

(1) INCLUDING STRIPS AND MONITORS AS DURA
BLE MEDICAL EQUJPMENT.-The first sentence of 
section 1861(n) (42 U.S.C. 1395x(n)) is amended 
by inserting before the semicolon the following: 
'', and includes blood-testing strips and blood 
glucose monitors for individuals with diabetes 
without regard to whether the individual has 
Type I or Type II diabetes or to the individual's 
use of insulin (as determined under standards 
established by the Secretary in consultation 
with the appropriate organizations)". 

(2) 10 PERCENT REDUCTION IN PAYMENTS FOR 
TESTING STRIPS.-Section 1834(a)(2)(B)(iv) (42 
U.S.C. 1395m(a)(2)(B)(iv)) is amended by adding 
before the period the following: "(reduced by 10 
percent, in the case of a blood glucose testing 
strip furnished after 1997 for an individual with 
diabetes)". 

(c) ESTABLISHMENT OF OUTCOME MEASURES 
FOR BENEFICIARIES WITH DIABETES.-

(1) IN GENERAL.-The Secretary of Health and 
Human Services, in consultation with appro
priate organizations, shall establish outcome 
measures, including glysolated hemoglobin (past 
90-day average blood sugar levels), for purposes 
of evaluating the improvement of the health sta
tus of medicare beneficiaries with diabetes 
mellitus. 

(2) RECOMMENDATIONS FOR MODIFICATIONS TO 
SCREENING BENEFITS.-Taking into account in
formation on the health status of medicare bene
ficiaries with diabetes mellitus as measured 

under the outcome measures established under 
paragraph (1), the Secretary shall from time to 
time submit recommendations to Congress re
garding modifications to the coverage of services 
for such beneficiaries under the medicare pro
gram. 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.-Except as provided in para

graph (2), the amendments made by this section 
shall apply to items and services furnished on or 
after July 1, 1998. 

(2) TESTING STRIPS.-The amendment made by 
subsection (b)(2) shall apply with respect to 
blood glucose testing strips furnished on or after 
January 1, 1998. . 
SEC. 4106. STANDARDIZATION OF MEDICARE COV

ERAGE OF BONE MASS MEASURE
MENTS. 

(a) IN GENERAL.-Section 1861 (42 u.s.c. 
1395x), as amended by sections 4103(a), 4104(a) , 
and 4105(a), is amended-

(1) in subsection (s)-
(A) in paragraph (12)(C), by striking "and" at 

the end, 
(B) by striking the period at the end of para

graph (14) and inserting ";and", 
(C) by redesignating paragraphs (15) and (16) 

as paragraphs (16) and (17), respectively, and 
(D) by inserting after paragraph (14) the fol

lowing new paragraph: 
"(15) bone mass measurement (as defined in 

subsection (rr)). ";and 
(2) by inserting after subsection (qq) the fol

lowing new subsection: 
"Bone Mass Measurement 

"(rr)(l) The term 'bone mass measurement' 
means a radiologic or radioisotopic procedure or 
other procedure approved by the Food and Drug 
Administration performed on a qualified indi
vidual (as defined in paragraph (2)) for the pur
pose of identifying bone mass or detecting bone 
loss or determining bone quality, and includes a 
physician's interpretation of the results of the 
procedure. 

"(2) For purposes of this subsection, the term 
'qualified individual' means an individual who 
is (in accordance with regulations prescribed by 
the Secretary)-

"( A) an estrogen-deficient woman at clinical 
risk for osteoporosis; 

"(B) an individual with vertebral abnormali
ties; 

"(C) an individual receiving long-term 
glucocorticoid steroid therapy; 

"(D) an individual with primary 
hyperparathyroidism; or 

"(E) an individual being monitored to assess 
the response to or efficacy of an approved 
osteoporosis drug therapy. 

"(3) The Secretary shall establish such stand
ards regarding the frequency with which a 
qualified individual shall be eligible to be pro
vided benefits for bone mass measurement under 
this title.". 

(b) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.-Section 1848(j)(3) (42 U.S.C. 1395w-
4(j)(3)), as amended by sections 4102, 4103, 4104 
and 4105, is amended-

(1) by striking "(4) and (14)" and inserting 
"(4). (14)" and 

(2) by inserting "and (15)" after 
"1861(nn)(2)) " . 

(C) CONFORMING AMENDMENTS.-Sections 
1864(a), 1902(a)(9)(C), and 1915(a)(l)(B)(ii)(I) (42 
U.S.C. 1395aa(a), 1396a(a)(9)(C), and 
1396n(a)(l)(B)(ii)(I)) are amended by striking 
"paragraphs (15) and (16)" each place it ap
pears and inserting "paragraphs (16) and (17)". 

(d) EFFECTIVE DATE.- The amendments made 
by this section shall apply to bone mass meas
urements performed on or after July 1, 1998. 
SEC. 4107. VACCINES OUTREACH EXPANSION. 

(a) EXTENSION OF INFLUENZA AND PNEUMO
COCCAL VACCINATION CAMPAIGN.-/n order to 

increase utilization of pneumococcal and influ
enza vaccines in medicare beneficiaries, the In
fluenza and Pneumococcal Vaccination Cam
paign carried out by the Health Care Financing 
Administration in conjunction with the Centers 
for Disease Control and Prevention and the Na
tional Coalition for Adult Immunization, is ex
tended until the end of fiscal year 2002. 

(b) AUTHORIZATION OF APPROPRIATION.
There are hereby authorized to be appropriated 
for each of fiscal years 1998 through 2002, 
$8,000,000 for the Campaign described in sub
section (a). Of the amount so authorized to be 
appropriated in each fiscal year, 60 percent of 
the amount so appropriated shall be payable 
from the Federal Hospital Insurance Trust 
Fund, and 40 percent shall be payable from the 
Federal Supplementary Medical Insurance 
Trust Fund. 
SEC. 4108. STUDY ON PREVENTIVE AND EN

HANCED BENEFITS. 
(a) STUDY.-The Secretary of Health and 

Human Services shall request the National 
Academy of Sciences, and as appropriate in con
junction with the United States Preventive Serv
ices Task Force, to analyze the expansion or 
modification of preventive or other benefits pro
vided to medicare beneficiaries under title XVIII 
of the Social Security Act. The analysis shall 
consider both the short term and long term bene
fits, and costs to the medicare program, of such 
expansion or modification. 

(b) REPORT.-
(1) INITIAL REPORT.-Not later than 2 years 

after the date of the enactment of this Act, the 
Secretary shall submit a report on the findings 
of the analysis conducted under subsection (a) 
to the Committee on Ways and Means and the 
Committee on Commerce of the House of Rep
resentatives and the Committee on Finance of 
the Senate. 

(2) CONTENTS.-Such report shall include spe
cific findings with respect to coverage of at least 
the following benefits: 

(A) Nutrition therapy services, including par
enteral and enteral nutrition and including the 
provision of such services by a registered dieti-
tian. · 

(B) Skin cancer screening. 
(C) Medically necessary dental care. 
(D) Routine patient care costs for beneficiaries 

enrolled in approved clinical trial programs. 
(E) Elimination of time limitation for coverage 

of immunosuppressive drugs for transplant pa
tients. 

(3) FUNDING.-From funds appropriated to the 
Department of Health and Human Services for 
fiscal years 1998 and 1999, the Secretary shall 
provide for such funding as the Secretary deter
mines necessary for the conduct of the study by 
the National Academy of Sciences under this 
section. 

Subtitle C-Rural Initiatives 
SEC. 4201. MEDICARE RURAL HOSPITAL FLEXI

BILITY PROGRAM. 
(a) MEDICARE RURAL HOSPITAL FLEXIBILITY 

PROGRAM.-Section 1820 (42 u.s.c. 1395i-4) is 
amended to read as follows: 

"MEDICARE RURAL HOSPITAL FLEXIBILITY 
PROGRAM 

"SEC. 1820. (a) ESTABLISHMENT.-Any State 
that submits an application in accordance with 
subsection (b) may establish a medicare rural 
hospital flexibility program described in sub
section (c). 

"(b) APPLICATION.-A State may establish a 
medicare rural hospital flexibility program de
scribed in subsection (c) if the State submits to 
the Secretary at such time and in such form as 
the Secretary may require an application con
taining-

"(1) assurances that the State-
"( A) has developed, or is in the process of de

veloping, a State rural health care plan that-
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"(i) provides for the creation of 1 or more 

rural health networks (as defined in subsection 
( d)) in the State; 

"(ii) promotes regionalization of rural health 
services in the State; and 

"(iii) improves access to hospital and other 
health services for rural residents of the State; 
and 

"(B) has developed the rural health care plan 
described in subparagraph (A) in consultation 
with the hospital association of the State, rural 
hospitals located in the State, and the State Of
fice of Rural Health (or, in the case of a State 
in the process of developing such plan, that 
assures the Secretary that the State will consult 
with its State hospital association, rural hos
pitals located in the State, and the State Office 
of Rural Health in developing such plan); 

"(2) assurances that the State has designated 
(consistent with the rural health care plan de
scribed in paragraph (1)( A)), or is in the process 
of so designating, rural nonprofit or public hos
pitals or facilities located in the State as critical 
access hospitals; and 

" (3) such other information and assurances as 
the Secretary may require. 

"(c) MEDICARE RURAL HOSPITAL FLEXIBILITY 
PROGRAM DESCRIBED.-

" (J) IN GENERAL.-A State that has submitted 
an application in accordance with subsection 
(b) , may establish a medicare rural hospital 
flexibility program that provides that-

''.(A) the State shall develop at least 1 rural 
health network (as defined in subsection (d)) in 
the State; and 

"(B) at least 1 facility in the State shall be 
designated as a critical access hospital in ac
cordance with paragraph (2). 

"(2) STATE DESIGNATION OF FACILITIES.-
"( A) IN GENERAL.-A State may designate 1 or 

more facilities as a critical access hospital in ac
cordance with subparagraph (B). 

"(B) CRITERIA FOR DESIGNATION AS CRITICAL 
ACCESS HOSPITAL.-A State may designate a fa
cility as a critical access hospital if the facil
ity-

"(i) is a nonprofit or public hospital and is lo
cated in a county (or equivalent unit of local 
government) in a rural area (as defined in sec
tion 1886(d)(2)(D)) that-

"(!) is located more than a 35-mile drive (or , 
in the case of mountainous terrain or in areas 
with only secondary roads available, a 15-mile 
drive) from a hospital , or another facility de
scribed in this subsection; or 

" (II) is certified by the State as being a nec
essary provider of health care services to resi
dents in the area; 

" (ii) makes available 24-hour emergency care 
services that a State determines are necessary 
for ensuring access to emergency care services in 
each area served by a critical access hospital; 

"(iii) provides not more than 15 (or , in the 
case of a facility under an agreement described 
in subsection (f), 25) acute care inpatient beds 
(meeting such standards as the Secretary may 
establish) for providing inpatient care for a pe
riod not to exceed 96 hours (unless a longer pe
riod is required because trans! er to a hospital is 
precluded because of inclement weather or other 
emergency conditions), except that a peer review 
organization or equivalent entity may, on re
quest, waive the 96-hour restriction on a case
by-case basis; 

" (iv) meets such staffing requirements as 
would apply under section 1861(e) to a hospital 
located in a rural area , except that-

" ( I) the facility need not meet hospital stand
ards relating to the number of hours during a 
day, or days during a week, in which the facil
ity must be open and fully staffed, except ins o
far as the facility is required to make available 
emergency care services as determined under 
clause (ii) and must have nursing services avail-

able on a 24-hour basis, but need not otherwise 
staff the facility except when an inpatient is 
present; 

"(II) the facility may provide any services 
otherwise required to be provided by a full-time , 
on site dietitian, pharmacist, laboratory techni
cian, medical technologist , and radiological 
technologist on a part-time, off site basis under 
arrangements as defined in section 1861(w)(l); 
and 

"(Ill) the inpatient care described in clause 
(iii) may be provided by a physician assistant , 
nurse practitioner, or clinical nurse specialist 
subject to the oversight of a physician who need 
not be present in the facility; and 

"(v) meets the requirements of section 
1861(aa)(2)(1). 

"(d) DEFINITION OF RURAL HEALTH NET
WORK.-

"(1) IN GENERAL.-ln this section, the term 
'rural health network' means, with respect to a 
State, an organization consisting of-

"( A) at least 1 facility that the State has des
ignated or plans to designate as a critical access 
hospital; and 

"(B) at least 1 hospital that furnishes acute 
care services. 

"(2) AGREEMENTS.-
"( A) IN GENERAL.- Each critical access hos

pital that is a member of a rural health network 
shall have an agreement with respect to each 
item described in subparagraph (B) with at least 
1 hospital that is a member of the network. 

"(B) ITEMS DESCRIBED.-The items described 
in this subparagraph are the following: 

"(i) Patient referral and transfer. 
" (ii) The development and use of communica

tions systems including (where feasible)-
" ( I) telemetry systems; and 
"(II) systems for electronic sharing of patient 

data. 
"(iii) The provision of emergency and non

emergency transportation among the facility 
and the hospital. 

"(C) CREDENTIALING AND QUALITY ASSUR
ANCE.-Each critical access hospital that is a 
member of a rural health network shall have an 
agreement with respect to credentialing and 
quality assurance with at least._ 

"(i) 1 hospital that is a member of the net
work; 

"(ii) 1 peer review organization or equivalent 
entity; or 

" (iii) 1 other appropriate and qualified entity 
identified in the State rural health care plan. 

"(e) CERTIFICATION BY THE SECRETARY.-The 
Secretary shall certify a facility as a critical ac
cess hospital if the facility-

"(1) iS located in a State that has established 
a medicare rural hospital flexibility program in 
accordance with subsection (c); 

"(2) is designated as a critical access hospital 
by the State in which it is located; and 

"(3) meets such other criteria as the Secretary 
may require. 

"(f) PERMITTING MAINTENANCE OF SWING 
BEDS.- Nothing in this section shall be con
strued to prohibit a State from designating or 
the Secretary from certifying a facility as a crit
ical access hospital solely because, at the time 
the facility applies to the State for designation 
as a critical access hospital, there is in effect an 
agreement between the facility and the Sec
retary under section 1883 under which the facili
ty 's inpatient hospital facilities are used for the 
provision of extended care services, so long as 
the total number of beds that may be used at 
any time for the furnishing of either such serv
ices or acute care inpatient services does not ex
ceed 25 beds and the number of beds used at any 
time for acute care inpatient services does not 
exceed 15 beds. For purposes of the previous sen
tence, any bed of a unit of the facility that is li
censed as a distinct-part skilled nursing facility 

at the time the facility applies to the State for 
designation as a critical access hospital shall 
not be counted. 

"(g) GRANTS.-
"(1) MEDICARE RURAL HOSPITAL FLEXIBILITY 

PROGRAM.-The Secretary may award grants to 
States that have submitted applications in ac
cordance with subsection (b) for-

"( A) engaging in activities relating to plan
ning and implementing a rural health care plan; 

"(B) engaging in activities relating to plan
ning and implementing rural health networks; 
and 

"(C) designating facilities as critical access 
hospitals. 

"(2) RURAL EMERGENCY MEDICAL SERVICES.
"( A) IN GENERAL.-The Secretary may award 

grants to States that have submitted applica
tions in accordance with subparagraph (B) for 
the establishment or expansion of a program for 
the provision of rural emergency medical serv
ices. 

"(B) APPLICATION.-An application is in ac
cordance with this subparagraph if the State 
submits to the Secretary at such time and in 
such farm as the Secretary may require an ap
plication containing the assurances described in 
subparagraphs (A)(ii), (A)(iii), and (B) of sub
section (b)(l) and paragraph (3) of that sub
section. 

"(h) GRANDFATHERING OF CERTAIN FACILI
TIES.-

"(1) IN GENERAL.-Any medical assistance fa
cility operating in Montana and any rural pri
mary care hospital designated by the Secretary 
under this section prior to the date of the enact
ment of the Balanced Budget Act of 1997 shall 
be deemed to have been certified by the Sec
retary under subsection (e) as a critical access 
hospital if such facility or hospital is otherwise 
eligible to be designated by the State as a crit
ical access hospital under subsection (c). 

"(2) CONTINUATION OF MEDICAL ASSISTANCE 
FACILITY AND RURAL PRIMARY CARE HOSPITAL 
TERMS.-Notwithstanding any other provision of 
this title, with respect to any medical assistance 
facility or rural primary care hospital described 
in paragraph (1) , any reference in this title to a 
'critical access hospital' shall be deemed to be a 
reference to a 'medical assistance facility' or 
'rural primary care hospital'. 

"(i) WAIVER OF CONFLICTING PART A PROVI
SIONS.-The Secretary is authorized to waive 
such provisions of this part and part D as are 
necessary to conduct the program established 
under this section. 

"(j) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated from 
the Federal Hospital Insurance Trust Fund for 
making grants to all States under subsection (g), 
$25,000,000 in each of the fiscal years 1998 
through 2002. ". 

(b) REPORT ON ALTERNATIVE TO 96-HOUR 
RULE.-Not later than June 1, 1998, the Sec
retary of Health and Human Services shall sub
mit to Congress a report on the feasibility of, 
and administrative requirements necessary to es
tablish an alternative [or certain medical diag
noses (as determined by the Secretary) to the 96-
hour limitation for inpatient care in critical ac
cess hospitals required by section 
1820(c)(2)(B)(iii) of the Social Security Act (42 
U.S.C. 1395i-4(c)(2)(B)(iii)) , as added by sub
section (a) of this section. 

(c) CONFORMING AMENDMENTS RELATING TO 
RURAL PRIMARY CARE HOSPITALS AND CRITICAL 
ACCESS HOSPITALS.-

(1) IN GENERAL.- Title XI Of the Social Secu
rity Act (42 U.S.C. 1301 et seq.) and title XVJJJ 
of that Act (42 U.S.C. 1395 et seq.) are each 
amended by striking " rural primary care" each 
place it appears and inserting " critical access". 

(2) DEFINJTJONS.-Section 1861(mm) Of the So
cial Security Act (42 U.S.C. 1395x(mm)) is 
amended to read as fallows: 
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"CRITICAL ACCESS HOSPITAL; CRITICAL ACCESS 

HOSPITAL SERVJCES 
"(mm)(J) The term 'critical access hospital' 

means a facility certified by the Secretary as a 
critical access hospital under section 1820(e). 

"(2) The term 'inpatient critical access hos
pital services' means items and services, fur
nished to an inpatient of a critical access hos
pital by such facility, that would be inpatient 
hospital services if furnished to an inpatient of 
a hospital by a hospital. 

"(3) The term 'outpatient critical access hos
pital services' means medical and other health 
services furnished by a critical access hospital 
on an outpatient basis. ". 

(3) PART A PAYMENT.- Section 1814 of the So
cial Security Act (42 U.S.C. 1395f) is amended

(A) in subsection (a)(8), by striking "72" and 
inserting "96"; and 

(B) by amending subsection (l) to read as fol
lows: 
"Payment for Inpatient Critical Access Hospital 

Services 
"(l) The amount of payment under this part 

for inpatient critical access hospital services is 
the reasonable costs of the critical access hos
pital in providing such services.". 

(4) PAYMENT CONTINUED TO DESJGNATED 
EACHS.- Section 1886(d)(5)(D) of the Social Secu
rity Act (42 U.S.C. 1395ww(d)(5)(D)) is amend
ed-

(A) in clause (iii)(III), by inserting "as in ef
fect on September 30, 1997" before the period at 
the end; and 

(B) in clause (v)-
(i) by inserting "as in effect on September 30, 

1997" after "1820(i)(J)"; and 
(ii) by striking "1820(g)" and inserting 

"1820(d)". 
(5) PART B PAYMENT.-Section 1834(g) of the 

Social Security Act (42 U.S.C. 1395m(g)) is 
amended to read as fallows: 

"(g) PAYMENT FOR OUTPATIENT CRITICAL AC
CESS HOSPITAL SERVICES.-The amount of pay
ment under this part for outpatient critical ac
cess hospital services is the reasonable costs of 
the critical access hospital in providing such 
services. " . 

(6) TRANSJTION FOR MAF.-
(A) IN GENERAL.-The Secretary Of Health and 

Human Services shall provide for an appropriate 
transition for a facility that, as of the date of 
the enactment of this Act, operated as a limited 
service rural hospital under a demonstration de
scribed in section 4008(i)(l) of the Omnibus 
Budget Reconciliation Act of 1990 (42 U.S.C. 
1395b-1 note) from such demonstration to the 
program established under subsection (a). At the 
conclusion of the transition period described in 
subparagraph (B), the Secretary shall end such 
demonstration. 

(B) TRANSITION PERIOD DESCRIBED.-
(i) INITIAL PERIOD.-Subject to clause (ii), the 

transition period described in this subparagraph 
is the period beginning on the date of the enact
ment of this Act and ending on October 1, 1998. 

(ii) ExTENSION.-If the Secretary determines 
that the transition is not complete as of October 
1, 1998, the Secretary shall provide for an appro
priate extension of the transition period. 

(d) EFFECTIVE DATE.-The amendments made 
by this section shall apply to services furnished 
on or after October 1, 1997. 
SEC. 4202. PROHIBITING DENIAL OF REQUEST BY 

RURAL REFERRAL CENTERS FOR RE
CLASSIFICATION ON BASIS OF COM
PARABILITY OF WAGES. 

(a) IN GENERAL.- Section 1886(d)(10)(D) (42 
U.S.C. 1395ww(d)(10)(D)) is amended-

(1) by redesignating clause (iii) as clause (iv); 
and 

(2) by inserting after clause (ii) the fallowing 
new clause: 

"(iii) Under the guidelines published by the 
Secretary under clause (i), in the case of a hos-

pital which has ever been classified by the Sec
retary as a rural referral center under para
graph (5)(C), the Board may not reject the ap
plication of the hospital under this paragraph 
on the basis of any comparison between the av
erage hourly wage of the hospital and the aver
age hourly wage of hospitals in the area in 
which it is located.". 

(b) CONTJNUING TREATMENT OF PREVIOUSLY 
DESIGNATED CENTERS.-

(1) IN GENERAL.-Any hospital classified as a 
rural referral center by the Secretary of Health 
and Human Services under section 1886(d)(5)(C) 
of the Social Security Act for fiscal year 1991 
shall be classified as such a rural referral center 
for fiscal year 1998 and each subsequent fiscal 
year. 

(2) BUDGET NEUTRALITY.-The provisions of 
section 1886(d)(8)(D) of the Social Security Act 
shall apply to reclassifications made pursuant 
to paragraph (1) in the same manner as such 
provisions apply to a reclassification under sec-
tion 1886(d)(10) of such Act. · 
SEC. 4203. HOSPITAL GEOGRAPHIC RECLASSI-

FICATION PERMl1TED FOR PUR
POSES OF DISPROPORTIONATE 
SHARE PAYMENT ADJUSTMENTS. 

(a) IN GENERAL.-For the period described in 
subsection (c), the Medicare Geographic Classi
fication Review Board shall consider the appli
cation under section 1886(d)(10)(C)(i) of the So
cial Security Act (42 U.S.C. 1395ww(d)(10)(C)(i)) 
of a hospital described in 1886(d)(l)(B) of such 
Act (42 U.S.C. 1395ww(d)(l)(B)) to change the 
hospital's geographic classification for purposes 
of determining for a fiscal year eligibility for 
and amount of additional payment amounts 
under section 1886(d)(5)(F) of such Act (42 
U.S.C. 1395ww(d)(5)(F)). 

(b) APPLICABLE GUIDELINES.- The Medicare 
Geographic Classification Review Board shall 
apply the guidelines established for reclassifica
tion under subclause (I) of section 
1886(d)(10)(C)(i) of such Act to reclassification 
by reason of subsection (a) until the Secretary 
of H ealth and Human Services promulgates sep
arate guidelines for such reclassification. 

(c) PERIOD DESCRIBED.-The period described 
in this subsection is the period beginning on the 
date of the enactment of this Act and ending 30 
months after such date. 
SEC. 4204. MEDICARE-DEPENDENT, SMALL RURAL 

HOSPITAL PAYMENT EXTENSION. 
(a) SPECJAL TREATMENT EXTENDED.-
(1) PAYMENT METHODOLOGY.- Section 

1886(d)(5)(G) (42 U.S.C. 1395ww(d)(5)(G)) is 
amended-

( A) in clause (i), by striking "October 1, 1994, " 
and inserting "October 1, 1994, or beginning on 
or after October 1, 1997, and before October 1, 
2001,"; and 

(B) in clause (ii)(IJ) , by striking "October 1, 
1994," and inserting "October 1, 1994, or begin
ning on or after October 1, 1997, and before Oc
tober 1, 2001, ". 

(2) EXTENSION OF TARGET AMOUNT.-Section 
1886(b)(3)(D) (42 U.S.C. 1395ww(b)(3)(D)) is 
amended-

( A) in the matter preceding clause (i), by 
striking "September 30, 1994," and inserting 
"September 30, 1994, and for cost reporting peri
ods beginning on or after October 1, 1997, and 
before October 1, 2001, "; 

(B) in clause (ii), by striking "and" at the 
end; 

(C) in clause (iii), by striking the period at the 
end and inserting ",and"; and 

(D) by adding after clause (iii) the following 
new clause: 

"(iv) with respect to discharges occurring dur
ing fiscal year 1998 through fiscal year 2000, the 
target amount for the preceding year increased 
by the applicable percentage increase under 
subparagraph (B)(iv). ". 

(3) PERMITTING HOSPITALS TO DECLINE RECLAS
STFICATION.-Section 13501(e)(2) of OBRA- 93 (42 
U.S.C. 1395ww note) is amended by striking "or 
fiscal year 1994" and inserting ", fiscal year 
1994, fiscal year 1998, fiscal year 1999, or fiscal 
year 2000". 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) shall apply with respect to dis
charges occurring on or after October 1, 1997. 
SEC. 4205. RURAL HEALTH CLINIC SERVICES. 

(a) PER-VISIT PAYMENT LIMITS FOR PROVIDER
BASED CLINICS.-

(1) EXTENSION OF LIMIT.-
( A) IN GENERAL.-The matter in section 1833(!) 

(42 U.S.C. 13951(/)) preceding paragraph (1) is 
amended by striking "independent rural health 
clinics" and inserting "rural health clinics 
(other than such clinics in rural hospitals with 
less than 50 beds)". 

(B) EFFECTIVE DATE.-The amendment made 
by subparagraph (A) applies to services fur
nished on or after January 1, 1998. 

(2) TECHNICAL CLARIFICATION.- Section 
1833(!)(1) (42 U.S.C. 13951(/)(1)) is amended by 
inserting "per visit" after "$46". 

(b) ASSURANCE OF QUALITY SERVICES.-
(1) IN GENERAL.-Subparagraph (I) of the first 

sentence of section 1861(aa)(2) (42 U.S.C. 
1395x(aa)(2)) is amended to read as follows: 

"(I) has a quality assessment and perform
ance improvement program, and appropriate 
procedures for review of utilization of clinic 
services, as the Secretary may specify,". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall take effect on January 1, 
1998. 

(C) WAIVER OF CERTAIN STAFFING REQUIRE
MENTS LIMITED TO CLINICS IN PROGRAM.-

(1) JN GENERAL.-Section 1861(aa)(7)(B) (42 
U.S.C. 1395x(aa)(7)(B)) is amended by inserting 
before the period '', or if the facility has not yet 
been determined to meet the requirements (in
cluding subparagraph (J) of the first sentence of 
paragraph (2)) of a rural health clinic" . 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) applies to waiver requests 
made on or after January 1, 1998. 

(d) REFINEMENT OF SHORTAGE AREA REQUIRE
MENTS.-

(1) DESIGNATION REVIEWED TRIENNIALLY.-Sec
tion 1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the second sentence, in the matter 
in clause (i) preceding subclause (I)-

( A) by striking "and that is designated" and 
inserting "and that, within the previous 3-year 
period, has been designated"; and 

(B) by striking "or that is designated" and in
serting "or designated". 

(2) AREA MUST HAVE SHORTAGE OF HEALTH 
CARE PRACTITIONERS.-Section 1861(aa)(2) (42 
U.S.C. 1395x(aa)(2)), as amended by paragraph 
(1), is further amended in the second sentence, 
in the matter in clause (i) preceding subclause 
(I)-

( A) by striking the comma after ''personal 
health services"; and 

(B) by inserting "and in which there are in
sufficient numbers of needed health care practi
tioners (as determined by the Secretary) ," after 
" Bureau of the Census)". 

(3) PREVIOUSLY QUALIFYING CLINICS GRAND
FATHERED ONLY TO PREVENT SHORTAGE.-

( A) IN GENERAL.-Section 1861(aa)(2) of the 
Social Security Act (42 U.S.C. 1395x(aa)(2)) is 
amended in the third sentence by inserting be
fore the period "if it is determined, in accord
ance with criteria established by the Secretary 
in regulations, to be essential to the delivery of 
primary care services that would otherwise be 
unavailable in the geographic area served by 
the clinic'' . 

(B) PAYMENT FOR CERTAIN PHYSICIAN ASSIST
ANT SERVICES.-Section 1842(b)(6)(C) (42 u.s.c. 
1395u(b)(6)(C)) is amended to read as follows: 
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"(C) in the case of services described in clause 
(i) of section 1861(s)(2)(K), payment shall be 
made to either (i) the employer of the physician 
assistant involved, or (ii) with respect to a phy
sician assistant who was the owner of a rural 
health clinic (as described in section 1861(aa)(2)) 
for a continuous period beginning prior to the 
date of the enactment of the Balanced Budget 
Act of 1997 and ending on the date that the Sec
retary determines such rural health clinic no 
longer meets the requirements of section 
1861(aa)(2), for such services provided before 
January 1, 2003, payment may be made directly 
to the physician assistant; and". 

(4) EFFECTIVE DATES; IMPLEMENTING REGULA
TIONS.-

( A) IN GENERAL-Except as otherwise pro
vided, the amendments made by the preceding 
paragraphs take effect on the date of the enact
ment of this Act. 

(B) CURRENT RURAL HEALTH CLINICS.-The 
amendments made by the preceding paragraphs 
take effect, with respect to entities that are 
rural health clinics under title XVIII of the So
cial Security Act (42 U .S.C. 1395 et seq.) on the 
date of the enactment of this Act. 

(C) GRANDFATHERED CLINJCS.-
(i) IN GENERAL-The amendment made by 

paragraph (3)( A) shall take effect on the eff ec
tive date of regulations issued by the Secretary 
under clause (ii) . 

(ii) REGULATJONS.-The Secretary shall issue 
final regulations implementing paragraph (3)( A) 
that shall take effect no later than January 1, 
1999. 
SEC. 4206. MEDICARE REIMBURSEMENT FOR 

TELEHEALTH SERVICES. 
(a) IN GENERAL-Not later than January 1, 

1999, the Secretary of Health and Human Serv
ices shall make payments from the Federal Sup
plementary Medical Insurance Trust Fund 
under part B of title XVIII of the Social Secu
rity Act (42 U.S.C. 1395j et seq.) in accordance 
with the methodology described in subsection (b) 
for professional consultation via telecommuni
cations systems with a physician (as defined in 
section 1861(r) of such Act (42 U.S.C. 1395x(r)) or 
a practitioner (described in section 
1842(b)(18)(C) of such Act (42 U.S.C. 
1395u(b)(18)(C)) furnishing a service for which 
payment may be made under such part to a ben
eficiary under the medicare program residing in 
a county in a rural area (as defined in section 
1886(d)(2)(D) of such Act (42 U.S.C. 
1395ww(d)(2)(D))) that is designated as a health 
professional shortage area under section 
332(a)(l)(A) of the Public Health Service Act (42 
U.S.C. 254e(a)(l)(A)), notwithstanding that the 
individual physician or practitioner providing 
the professional consultation is not at the same 
location as the physician or practitioner fur
nishing the service to that beneficiary . 

(b) METHODOLOGY FOR DETERMINING AMOUNT 
OF PAYMENTS.-Taking into account the find
ings of the report required under section 192 of 
the Health Insurance Portability and Account
ability Act of 1996 (Public Law 104-191; 110 Stat. 
1988), the findings of the report required under 
paragraph (c) , and any other J?ndings related to 
the clinical efficacy and cost-effectiveness of 
telehealth applications, the Secretary shall be 
establish a methodology for determining the 
amount of payments made under subsection (a) 
within the fallowing parameters: 

(1) The payment shall be shared between the 
ref erring physician or practitioner and the con
sulting physician or practitioner. The amount of 
such payment shall not be greater than the cur
rent fee schedule of the consulting physician or 
practitioner for the health care services pro
vided. 

(2) The payment shall not include any reim
bursement for any telephone line charges or any 
facility fees, and a beneficiary may not be billed 
for any such charges or fees. 

(3) The payment shall be made subject to the 
coinsurance and deductible requirements under 
subsections (a)(l) and (b) of section 1833 of the 
Social Security Act (42 U.S.C. 13951). 

( 4) The payment differential of section 
1848(a)(3) of such Act (42 U.S.C. 1395w-4(a)(3)) 
shall apply to services furnished by non-partici
pating physicians. The provisions of section 
1848(g) of such Act (42 U.S.C. 1395w-4(g)) and 
section 1842(b)(18) of such Act (42 U.S.C. 
1395u(b)(18)) shall apply. Payment for such 
service shall be increased annually by the up
date factor for physicians' services determined 
under section 1848(d) of such Act (42 U.S.C. 
1395w-4(d)) . 

(c) SUPPLEMENTAL REPORT.-Not later than 
January 1, 1999, the Secretary shall submit a re
port to Congress which shall contain a detailed 
analysis of-

(1) how telemedicine and telehealth systems 
are expanding access to health care services; 

(2) the clinical efficacy and cost-effectiveness 
of telemedicine and telehealth applications; 

(3) the quality of telemedicine and telehealth 
services delivered; and 

( 4) the reasonable cost of telecommunications 
charges incurred in practicing telemedicine and 
telehealth in rural, frontier, and underserved 
areas. 

(d) EXPANSION OF TELEHEALTH SERVICES FOR 
CERTAIN MEDICARE BENEFICIARIES.-

(1) IN GENERAL.-Not later than January 1, 
1999, the Secretary shall submit a report to Con
gress that examines the possibility of making 
payments from the Federal Supplementary Med
ical Insurance Trust Fund under part B of title 
XVIII of the Social Security Act (42 U.S.C. 1395j 
et seq.) for professional consultation via tele
communications systems with such a physician 
or practitioner furnishing a service for which 
payment may be made under such part to a ben
eficiary described in paragraph (2), notwith
standing that the individual physician or prac
titioner providing the professional consultation 
is not at the same location as the physician or 
practitioner furnishing the service to that bene
ficiary. 

(2) BENEFICIARY DESCRIBED.-A beneficiary 
described in this paragraph is a beneficiary 
under the medicare program under title XVIII of 
the Social Security Act (42 U.S.C. 1395 et seq.) 
who does not reside in a rural area (as so de
fined) that is designated as a health prof es
sional shortage area under section 332(a)(l)(A) 
of the Public Health Service Act (42 U.S.C. 
254e(a)(l)(A)), who is homebound or nursing 
homebound, and fat whom being trans! erred for 
health care services imposes a serious hardship. 

(3) REPORT.-The report described in para
graph (1) shall contain a detailed statement of 
the potential costs and savings to the medicare 
program- of making the payments described in 
that paragraph using various reimbursement 
schemes. 
SEC. 4207. INFORMATICS, TELEMEDICINE, AND 

EDUCATION DEMONSTRATION 
PROJECT. 

(a) PURPOSE AND AUTHORIZATION.-
(1) IN GENERAL-Not later than 9 months 

after the date of enactment of this section, the 
Secretary of Health and Human Services shall 
provide for a demonstration project described in 
paragraph (2). 

(2) DESCRIPTION OF PROJECT.-
( A) IN GENERAL-The demonstration project 

described in this paragraph is a single dem
onstration project to use eligible health care 
provider telemedicine networks to apply high
capacity computing and advanced networks to 
improve primary care (and prevent health care 
complications) to medicare beneficiaries with di
abetes mellitus who are residents of medically 
underserved rural areas or residents of medi
cally underserved inner-city areas. 

(B) MEDICALLY UNDERSERVED DEFINED.-As 
used in this paragraph, the term "medically un
derserved" has the meaning given such term in 
section 330(b)(3) of the Public Health Service Act 
(42 u.s.c. 254b(b)(3)). 

(3) WAJVER.-The secretary shall waive such 
provisions of title XVIII of the Social security 
Act as may be necessary to provide for payment 
for services under the project in accordance 
with subsection (d). 

(4) DURATION OF PROJECT.-The project shall 
be conducted over a 4-year period. 

(b) OBJECTIVES OF PROJECT.-The objectives of 
the project include the following: 

(1) Improving patient ac9ess to and compli
ance with appropriate care guidelines for indi
viduals with diabetes mellitus through direct 
telecommunications link with information net
works in order to improve patient quality-of-life 
and reduce overall health care costs. 

(2) Developing a curriculum to train health 
professionals (particularly primary care health 
professionals) in the use of medical informatics 
and telecommunications. 

(3) Demonstrating the application of advanced 
technologies, such as video-conferencing from a 
patient's home, remote monitoring of a patient's 
medical condition, interventional informatics, 
and applying individualized, automated care 
guidelines, to assist primary care providers in 
assisting patients with diabetes in a home set
ting. 

(4) Application of medical informatics to resi
dents with limited English language skills. 

(5) Developing standards in the application of 
telemedicine and medical informatics. 

(6) Developing a model for the cost-effective 
delivery of primary and related care both in a 
managed care environment and in a fee-for
service environment. 

(C) ELIGIBLE HEALTH CARE PROVIDER TELE
MEDICINE NETWORK DEFINED.-For purposes Of 
this section, the term "eligible health care pro
vider telemedicine network'' means a consortium 
that includes at least one tertiary care hospital 
(but no more than 2 such hospitals), at least one 
medical school, no more than 4 facilities in rural 
o'r urban areas, and at least one regional tele
communications provider and that meets the f al
lowing requirements: 

(1) The consortium is located in an area with 
a high concentration of medical schools and ter
tiary care facilities in the United States and has 
appropriate arrangements (within or outside the 
consortium) with such schools and facilities, 
universities, and telecommunications providers, 
in order to conduct the project. 

(2) The consortium submits to the Secretary 
an application at such time, in such manner , 
and containing such information as the Sec
retary may require, including a description of 
the use to which the consortium would apply 
any amounts received under the project and the 
source and amount of non-Federal funds used 
in the project. 

(3) The consortium guarantees that it will be 
responsible for payment for all costs of the 
project that are not paid under this section and 
that the maximum amount of payment that may 
be made to the consortium under this section 
shall not exceed the amount specified in sub
section (d)(3). 

(d) COVERAGE AS MEDICARE PART B SERV
ICES.-

(1) IN GENERAL.-Subject to the succeeding 
provisions of this subsection, services related to 
the treatment or management of (including pre
vention of complications from) diabetes for medi
care beneficiaries furnished under the project 
shall be considered to be services covered under 
part B of title XVIII of the Social Security Act. 

(2) PAYMENTS.-
(A) IN GENERAL.-Subject to paragraph (3), 

payment for such services shall be made at a 
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rate of SO percent of the costs that are reason
able and related to the provision of such serv
ices. In computing such costs, the Secretary 
shall include costs described in subparagraph 
(B), but may not include costs described in sub
paragraph (C). 

(B) COSTS THAT MAY BE INCLUDED.- The costs 
described in this subparagraph are the permis
sible costs (as recognized by the Secretary) for 
the following: 

(i) The acquisition of telemedicine equipment 
for use in patients' homes (but only in the case 
of patients located in medically underserved 
areas). 

(ii) Curriculum development and training of 
health professionals in medical informatics and 
telemedicine. 

(iii) Payment of telecommunications costs (in
cluding salaries and maintenance of equip
ment), including costs of telecommunications be
tween patients' homes and the eligible network 
and between the network and other entities 
under the arrangements described in subsection 
(c)(l). . 

(iv) Payments to practitioners and providers 
under the medicare programs. 

(C) COSTS NOT INCLUDED.-The costs described 
in this subparagraph are costs for any of the 
following: 

(i) The purchase or installation of trans
mission equipment (other than such equipment 
used by health professionals to deliver medical 
informatics services under the project). 

(ii) The establishment or operation of a tele
communications common carrier network. 

(iii) Construction (except for minor renova
tions related to the installation of reimbursable 
equipment) or the acquisition or building of real 
property. 

(3) LIMITATION.-The total amount Of the pay
ments that may be made under this section shall 
not exceed $30,000,000 for the period of the 
project (described in subsection (a)(4)). 

(4) LIMITATION ON COST-SHARING.-The project 
may not impose cost sharing on a medicare ben
eficiary for the receipt of services under the 
project in excess of 20 percent of the costs that 
are reasonable and related to the provision of 
such services. 

(e) REPORTS.- The Secretary shall submit to 
the Committee on Ways and Means and the 
Committee Commerce of the House of Represent
atives and the Committee on Finance of the Sen
ate interim reports on the project and a final re
port on the project within 6 months after the 
conclusion of the project. The final report shall 
include an evaluation of the impact of the use 
of telemedicine and medical informatics on im
proving access Of medicare beneficiaries to 
health care services, on reducing the costs of 
such services, and on · improving the quality of 
life of such beneficiaries. 

(f) DEFINITIONS.- For purposes of this section: 
(1) lNTERVENTIONAL INFORMATICS.-The term 

"interventional informatics" means using infor
mation technology and virtual reality tech
nology to intervene in patient care. 

(2) MEDICAL INFORMATICS.-The term " med
ical informatics" means the storage, retrieval, 
and use of biomedical and related information 
for problem solving and decision-making 
through computing and communications tech
nologies. 

(3) PROJECT.-The term "project" means the 
demonstration project under this section. 
Subtitle D-Anti-Fraud and Abuse Provisions 

and Improvements in Protecting Program 
Integrity 
CHAPTER I-REVISIONS TO SANCTIONS 

FOR FRAUD AND ABUSE 
SEC. 4301. PERMANENT EXCLUSION FOR THOSE 

CONVICTED OF 3 HEALTH CARE RE
LATED CRIMES. 

Section 1128(c)(3) (42 U.S.C. 1320a-7(c)(3)) is 
amended-

(1) in subparagraph (A), by inserting "or in 
the case described in subparagraph (G)" after 
"subsection (b)(12) "; 

(2) in subparagraphs (B) and (D), by striking 
"In the case" and inserting "Subject to sub
paragraph (G), in the case"; and 

(3) by adding at the end the fallowing new 
subparagraph: 

"(G) In the case of an exclusion of an indi
vidual under subsection (a) based on a convic
tion occurring on or after the date of the enact
ment of this subparagraph, if the individual has 
(before, on, or after such date) been convicted-

"(i) on one previous occasion of one or more 
off ens es for which an exclusion may be effected 
under such subsection, the period of the exclu
sion shall be not less than 10 years, or 

"(ii) on 2 or more previous occasions of one or 
more offenses for which an exclusion may be ef
fected under such subsection , the period of the 
exclusion shall be permanent.". 
SEC. 4302. AUTHORITY TO REFUSE TO ENTER 

INTO MEDICARE AGREEMENTS WITH 
INDIVIDUALS OR ENTITIES CON
VICTED OF FELONIES. 

(a) MEDICARE PART A.-Section 1866(b)(2) (42 
U.S.C. 139Scc(b)(2)) is amended-

(1) in subparagraph (B), by striking "or" at 
the end; 

(2) in subparagraph (C), by striking the period 
at the end and inserting ", or"; and 

(3) by adding at the end the fallowing new 
subparagraph: 

"(D) has ascertained that the provider has 
been convicted of a felony under Federal or 
State law for an offense which the Secretary de
termines is detrimental to the best interests of 
the program or program beneficiaries.". 

(b) MEDICARE PART B.-Section 1842(h) (42 
U.S.C. 1395u(h)) is amended by adding at the 
end the fallowing new paragraph: 

"(8) The Secretary may refuse to enter into an 
agreement with a physician or supplier under 
this subsection, or may terminate or refuse to 
renew such agreement, in the event that such 
physician or supplier has been convicted of a 
felony under Federal or State law for an offense 
which the Secretary determines is detrimental to 
the best interests of the program or program 
beneficiaries.". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall take effect on the date of 
the enactment of this Act and apply to the entry 
and renewal of contracts on or after such date. 
SEC. 4303. EXCLUSION OF ENTITY CONTROLLED 

BY FAMILY MEMBER OF A SANC
TIONED INDIVIDUAL. 

(a) IN GENERAL.-Section 1128 (42 u.s.c. 
1320a-7) is amended-

(1) in subsection (b)(8)(A)-
(A) in clause (i), by striking "or" at the end; 
(B) in clause (ii), by striking the dash at the 

end and inserting ";or"; and 
(C) by inserting after clause (ii) the following : 
"(iii) who was described in clause (i) but is no 

longer so described because of a transfer of own
ership or control interest , in anticipation of (or 
following) a conviction, assessment , or exclusion 
described in subparagraph (B) against the per
son, to an immediate family member (as defined 
in subsection (j)(l)) or a member of the house
hold of the person (as defined in subsection 
(j)(2)) who continues to maintain an interest de
scribed in such clause-"; and 

(2) by adding at the end the following new 
subsection: 

"(j) DEFINITION OF IMMEDIATE FAMILY MEM
BER AND MEMBER OF HOUSEHOLD.-For pur
poses of subsection (b)(8)( A)(iii) : 

"(1) The term 'immediate family member' 
means, with respect to a person-

"( A) the husband or wife of the person; 
"(B) the natural or adoptive parent, chi ld , or 

sibling of the person; 
"(C) the stepparent, stepchild, stepbrother, or 

stepsister of the person; 

"(D) the father- , mother-, daughter- , 
son-, brother-, or sister-in-law of the person; 

"(E) the grandparent or grandchild of the 
person; and 

" (F) the spouse of a grandparent or grand
child of the person. 

"(2) The term 'member of the household' 
means, with respect to any person, any indi
vidual sharing a common abode as part of a sin
gle family un'it with the person , including do
mestic employees and others who live together 
as a family unit , but not including a roomer or 
boarder.". 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall take effect on the date that 
is 45 days after the date of the enactment of this 
Act. 
SEC. 4304. IMPOSITION OF CIVIL MONEY PEN

ALTIES. 
(a) CIVIL MONEY PENALTIES FOR PERSONS 

THAT CONTRACT WITH EXCLUDED lNDIVTD
UALS.- Section 1128A(a) (42 U.S.C. 1320a-7a(a)) 
is amended-

(1) in paragraph (4), by striking "or" at the 
end; 

(2) in paragraph (5), by adding "or" at the 
end; and 

(3) by inserting after paragraph (5) the fol
lowing new paragraph: 

"(6) arranges or contracts (by employment or 
otherwise) with an individual or entity that the 
person knows or should know is excluded from 
participation in a Federal health care program 
(as defined in section 1128B(f)), for the provision 
of items or services for which payment may be 
made under such a program;". 

(b) CIVIL MONEY PENALTIES FOR KICKBACKS.
(1) PERMITTING SECRETARY TO IMPOSE CIVIL 

MONEY PENALTY.-Section 1128A(a) (42 u.s.c. 
1320a-7a(a)), as amended by subsection (a), is 
amended-

( A) in paragraph (5), by striking "or" at the 
end; 

(B) in paragraph (6), by adding "or" at the 
end; and 

(C) by adding after paragraph (6) the fol
lowing new paragraph: 

"(7) commits an act described in paragraph (1) 
or (2) of section 1128B(b); ". 

(2) DESCRIPTION OF CIVIL MONEY PENALTY AP
PLICABLE.- Section 1128A(a) (42 u.s.c. 1320a-
7a(a)), as amended by paragraph (1) , is amend
ed in the matter fallowing paragraph (7)-

( A) by striking "occurs)." and inserting " oc
curs; or in cases under paragraph (7) , $50,000 for 
each such act)."; and 

(B) by inserting after "of such claim" the fol
lowing: " (or, in cases under paragraph (7), 
damages of not more than 3 times the total 
amount of remuneration offered, paid, solicited , 
or received, without regard to whether a portion 
of such remuneration was offered, paid, solic
ited, or received for a lawful purpose)". 

(c) EFFECTIVE DATES.-
(1) CONTRACTS WITH EXCLUDED PERSONS.-The 

amendments made by subsection (a) shall apply 
to arrangements and contracts entered into after 
the date of the enactment of this Act. 

(2) KICKBACKS.-The amendments made by 
subsection (b) shall apply to acts committed 
after the date of the enactment of this Act. 

CHAPTER2-IMPROVEMENTSIN 
PROTECTING PROGRAM INTEGRITY 

SEC. 4311. IMPROVING INFORMATION TO MEDI
CARE BENEFICIARIES. 

(a) I NCLUSION OF INFORMATION REGARDING 
MEDICARE WASTE, FRAUD, AND ABUSE IN AN
NUAL NOTICE.-

(1) IN GENERAL.-Section 1804 (42 u.s.c. 
1395b-2) is amended by adding at the end the 
fallowing new subsection: 

"(c) The notice provided under subsection (a) 
shall include-

"(1) a statement which indicates that because 
errors do occur and because medicare fraud, 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16273 
waste, and abuse is a significant problem, bene
ficiaries should carefully check any explanation 
of benefits or itemized statement furnished pur
suant to section 1806 for accuracy and report 
any errors or questionable charges by calling 
the toll-free phone number described in para
graph (4); 

"(2) a statement of the beneficiary's right to 
request an itemized statement for medicare items 
and services (as provided in section 1806(b)); 

"(3) a description of the program to collect in
formation on medicare fraud and abuse estab
lished under section 203(b) of the Health Insur
ance Portability and Accountability Act of 1996; 
and 

" (4) a toll-free telephone number maintained 
by the Inspector General in the Department of 
Health and Human Services for the receipt of 
complaints and information about waste, fraud, 
and abuse in the provision or billing of services 
under this title.". 

(2) EFFECTIVE DATE.-The amendment made 
by this subsection shall apply to notices pro
vided on or after January 1, 1998. 

(b) CLARIFICATION OF REQUIREMENT TO PRO
VIDE EXPLANATION OF MEDICARE BENEFITS.-

(1) IN GENERAL.-Title XVIII is amended by 
inserting after section 1805 (as added by section 
4022) the fallowing new section: 

"EXPLANATION OF MEDICARE BENEFITS 
" SEC . .1806. (a) IN GENERAL.-The Secretary 

shall furnish to each individual for whom pay
ment has been made under this title (or would 
be made without regard to any deductible) a 
statement which-

"(1) lists the item or service for which pay
ment has been made and the amount of such 
payment for each item or service; and 

"(2) includes a notice of the individual's right 
to request an itemized statement (as provided in 
subsection (b)). 

"(b) REQUEST FOR ITEMJZED STATEMENT FOR 
MEDICARE ITEMS AND SERVICES.-

"(1) IN GENERAL.-An individual may submit 
a written request to any physician, provider , 
supplier, or any other person (including an or
ganization, agency, or other entity) for an 
itemized statement for any item or service pro
vided to such individual by such person with re
spect to which payment has been made under 
this title. 

"(2) 30-DAY PERIOD TO FURNISH STATEMENT.
"(A) IN GENERAL.-Not later than 30 days 

after the date on which a request under para
graph (1) has been made, a person described in 
such paragraph shall furnish an itemized state
ment describing each item or service provided to 
the individual requesting the itemized state
ment. 

"(B) PENALTY.-Whoever knowingly fails to 
furnish an itemized statement in accordance 
with subparagraph (A) shall be subject to a civil 
money penalty of not more than $100 for each 
such failure. Such penalty shall be imposed and 
collected in the same manner as civil money 
penalties under subsection (a) of section 1128A 
are imposed and collected under that section. 

" (3) REVIEW OF JTEMIZED STATEMENT.-
"(A) IN GENERAL.- Not later than 90 days 

after the receipt of an itemized statement fur
nished under paragraph (1) , an individual may 
submit a written request for a review of the 
itemized statement to the Secretary. 

"(B) SPECIFIC ALLEGATIONS.-A request for a 
review of the itemized statement shall identify

"(i) specific items or services that the indi
vidual believes were not provided as claimed, or 

"(ii) any other billing irregularity (including 
duplicate billing) . 

"(4) FINDINGS OF SECRETARY.-The Secretary 
shall , with respect to each written request sub
mitted under paragraph (3) , determine whether 
the itemized statement identifies specific items or 
services that were not provided as claimed or 

any other billing irregularity (including dupli 
cate billing) that has resulted in unnecessary 
payments under this title. 

"(5) RECOVERY OF AMOUNTS.- The Secretary 
shall take all appropriate measures to recover 
amounts unnecessarily paid under this title with 
respect to a statement described in paragraph 
(4).". 

(2) CONFORMING AMENDMENT.- Subsection (a) 
of section 203 of the Health Insurance Port
ability and Accountability Act of 1996 is re
pealed. 

(3) EFFECTIVE DATES.-
( A) STATEMENT BY SECRETARY.-Paragraph (1) 

of section 1806(a) of the Social Security Act, as 
added by paragraph (1), and the repeal made by 
paragraph (2) shall take effect on the date of 
the enactment of this Act. 

(B) ITEMIZED STATEMENT.-Paragraph (2) of 
section 1806(a) and section 1806(b) of the Social 
Security Act, as so added, shall take effect not 
later than January 1, 1999. 
SEC. 4312. DISCLOSURE OF INFORMATION AND 

SURETY BONDS. 
(a) DISCLOSURE OF INFORMATION AND SURETY 

BOND REQUIREMENT FOR SUPPLIERS OF DURABLE 
MEDICAL EQUIPMENT.-Section 1834(a) (42 
U.S.C . .1395m(a)) is amended by inserting after 
paragraph (15) the following new paragraph: 

"(16) DISCLOSURE OF INFORMATION AND SUR
ETY BOND.-The Secretary shall not provide for 
the issuance (or renewal) of a provider number 
for a supplier of durable medical equipment, for 
purposes of payment under this part for durable 
medical equipment furnished by the supplier, 
unless the supplier provides the Secretary on a 
continuing basis-

"( A) with-
"(i) full and complete information as to the 

identity of each person with an ownership or 
control interest (as defined in section 1124(a)(3)) 
in the supplier or in any subcontractor (as de
fined by the Secretary in regulations) in which 
the supplier directly or indirectly has a 5 per
cent or more ownership interest; and 

"(ii) to the extent determined to be feasible 
under regulations of the Secretary, the name of 
any disclosing entity (as defined in section 
1124(a)(2)) with respect to which a person with 
such an ownership or control interest in the 
supplier is a person with such an ownership or 
control interest in the disclosing entity; and 

"(B) with a surety bond in a form specified by 
the Secretary and in an amount that is not less 
than $50,000. 
The Secretary may waive the requirement of a 
bond under subparagraph (B) in the case of a 
supplier that provides a comparable surety bond 
under State law.". 

(b) SURETY BOND REQUIREMENT FOR HOME 
HEALTH AGENCIES.-

(1) IN GENERAL.-Section 1861(0) (42 u.s.c. 
1395x(o)) is amended-

(A) in paragraph (6), by striking "and" at the 
end; 

(B) by redesignating paragraph (7) as para
graph (8); 

(C) by inserting after paragraph (6) the f al
lowing new paragraph: 

" (7) provides the Secretary on a continuing 
basis with a surety bond in a form specified by 
the Secretary and in an amount that is not less 
than $50,000; and"; and 

(D) by adding at the end the following: "The 
Secretary may waive the requirement of a surety 
bond under paragraph (7) in the case of an 
agency or organization that provides a com
parable surety bond under State law.". 

(2) CONFORMING AMENDMENTS.-Section 
1861(v)(l)(H) (42 U.S.C. 1395x(v)(l)(H)) is 
amended-

( A) in clause (i), by striking "the financial se
curity requirement described in subsection 
(o)(7)" and inserting "the surety bond require-

ment described in subsection (o)(7) and the fi
nancial security requirement described in sub
section (0)(8)"; and 

(B) in clause (ii), by striking "the financial 
security requirement described in subsection 
(o)(7) applies" and inserting " the surety bond 
requirement described in subsection ( o)(7) and 
the financial security requirement described in 
subsection (0)(8) apply". 

(3) REFERENCE TO CURRENT DISCLOSURE RE
QUIREMENT.-For additional provisions requir
ing home health agencies to disclose information 
on ownership and control interests, see section 
1124 of the Social Security Act (42 U.S.C . .1320a-
3). 

(c) AUTHORIZING APPLICATION OF DISCLOSURE 
AND SURETY BOND REQUIREMENTS TO OTHER 
HEALTH CARE PROVIDERS.-Section 1834(a)(16) 
(42 U.S.C . .1395m(a)(16)), as added by subsection 
(a) , is amended by adding at the end the fol
lowing: "The Secretary, at the Secretary's dis
cretion, may impose the requirements of the first 
sentence with respect to some or all providers of 
items or services under part A or some or all 
suppliers or other persons (other than physi
cians or other practitioners, as defined in sec
tion 1842(b)(18)(C)) who furnish items or services 
under this part.''. 

(d) APPLICATION TO COMPREHENSIVE 0UT
PATJENT REHABJLITATJON FACILJTIES (CORFS).
Section 1861(cc)(2) (42 U.S.C. 1395x(cc)(2)) is 
amended-

(1) in subparagraph (H), by striking "and " at 
the end; 

(2) by redesignating subparagraph (I) as sub
paragraph (J); 

(3) by inserting after subparagraph (H) the 
fallowing new subparagraph: 

"(I) provides the Secretary on a continuing 
basis with a suret'!) bond in a form specified by 
the Secretary and in an amount that is not less 
than $50,000; and"; and 

( 4) by adding at the end the fallowing flush 
sentence: 

"The Secretary may waive the requirement of a 
surety bond under subparagraph (I) in the case 
of a facility that provides a comparable surety 
bond under State law .". 

(e) APPLICATION TO REHABILITATION AGEN
CIES.-Section 1861(p) (42 U.S.C. 1395x(p)) is 
amended-

(1) in paragraph (4)(A)(v) , by inserting after 
"as the Secretary may find necessary," the f al
lowing: "and provides the Secretary on a con
tinuing basis with a surety bond in a form speci
fied by the Secretary and in an amount that is 
not less than $50,000, ", and 

(2) by adding at the end the following: "The 
Secretary may waive the requirement of a surety 
bond under paragraph (4)(A)(v) in the case of a 
clinic or agency that provides a comparable sur
ety bond under State law.". 

(f) EFFECTIVE DATES.-
(1) SUPPLIERS OF DURABLE MEDICAL EQUIP

MENT.-The amendment made by subsection (a) 
shall apply to suppliers of durable medical 
equipment with respect to such equipment fur
nished on or after January 1, 1998. 

(2) HOME HEALTH AGENCJES.-The amendments 
made by subsection (b) shall apply to home 
health agencies with respect to services fur
nished on or after January 1, 1998. The Sec
retary of Health and Human Services shall mod
ify participation agreements under section 
1866(a)(1) of the Social Security Act (42 U.S.C. 
1395cc(a)(1)) with respect to home health agen
cies to provide for implementation of such 
amendments on a timely basis. 

(3) OTHER AMENDMENTS.-The amendments 
made by subsections (c) through (e) shall take 
effect on the date of the enactment of this Act 
and may be applied with respect to items and 
services furnished on or after January 1, 1998. 
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SEC. 4313. PROVISION OF CERTAIN IDENTIFICA

TION NUMBERS. 
(a) REQUIREMENTS To DISCLOSE EMPLOYER 

IDENTIFICATION NUMBERS (EINS) AND SOCIAL 
SECURITY ACCOUNT NUMBERS (SSNS).-Section 
1124(a)(l) (42 U.S.C. 1320a-3(a)(1)) is amended 
by inserting before the period at the end the f al
lowing: "and supply the Secretary with the both 
the employer identification number (assigned 
pursuant to section 6109 of the Internal Revenue 
Code of 1986) and social security account num
ber (assigned under section 205(c)(2)(B)) of the 
disclosing entity, each person with an owner
ship or control interest (as defined in subsection 
(a)(3)), and any subcontractor in which the en
tity directly or indirectly has a 5 percent or 
more ownership interest. 

(b) OTHER MEDICARE PROVIDERS.-Section 
1124A (42 U.S.C. 1320a-3a) is amended-

(1) in subsection (a)-
( A) in paragraph (1), by striking "and" at the 

end; 
(B) in paragraph (2). by striking the period at 

the end and inserting ";and"; and 
(C) by adding at the end the fallowing new 

paragraph: 
"(3) including the employer identification 

number (assigned pursuant to section 6109 of the 
Internal Revenue Code of 1986) and social secu
rity account number (assigned under section 
205(c)(2)(B)) of the disclosing part B provider 
and any person, managing employee, or other 
entity identified or described under paragraph 
(1) or (2). "; and 

(2) in subsection (c)(l), by inserting "(or, for 
purposes of subsection (a)(3), any entity receiv
ing payment)" after "on an assignment-related 
basis". 

(C) VERIFICATION BY SOCIAL SECURITY ADMIN
ISTRATION (SSA).-Section 1124A (42 U.S.C. 
1320a-3a), as amended by subsection (b), is 
amended-

(1) by redesignating subsection (c) as sub
section (d); and 

(2) by inserting after subsection (b) the fol
lowing new subsection: 

"(c) VERIFICATION.-
" (1) TRANSMITTAL BY HHS.-The Secretary 

shall transmit-
"( A) to the Commissioner of Social Security 

information concerning each social security ac
count number (assigned under section 
205(c)(2)(B)), and 

"(B) to the Secretary of the Treasury informa
tion concerning each employer identification 
number (assigned pursuant to section 6109 of the 
Internal Revenue Code of 1986), 
supplied to the Secretary pursuant to subsection 
(a)(3) or section 1124(c) to the extent necessary 
for verification of such information in accord
ance with paragraph (2). 

"(2) VERIFICATJON.-The Commissioner of So
cial Security and the Secretary of the Treasury 
shall verify the accuracy of, or correct, the in
formation supplied by the Secretary to such offi
cial pursuant to paragraph (1), and shall report 
such verifications or corrections to the Sec
retary. 

"(3) FEES FOR VERIFICATION.-The Secretary 
shall reimburse the Commissioner and Secretary 
of the Treasury, at a rate negotiated between 
the Secretary and such official, for the costs in
curred by such official in performing the 
verification and correction services described in 
this subsection.". 

(d) REPORT.- Before the amendments made by 
this section may become effective, the Secretary 
of Health and Human Services shall submit to 
Congress a report on steps the Secretary has 
taken to assure the confidentiality of social se
curity account numbers that will be provided to 
the Secretary under such amendments. 

(e) EFFECTIVE DATES.-
(1) DISCLOSURE REQUJREMENTS.-The amend

ment made by subsection (a) shall apply to the 

application of conditions of participation, and 
entering into and renewal of contracts and 
agreements, occurring more than 90 days after 
the date of submission of the report under sub
section ( d). 

(2) OTHER PROVIDERS.-The amendments made 
by subsection (b) shall apply to payment for 
items and services furnished more than 90 days 
after the date of submission of such report. 
SEC. 4314. ADVISORY OPINIONS REGARDING CER

TAIN PHYSICIAN SELF-REFERRAL 
PROVISIONS. 

Section 1877(g) (42 U.S.C. 1395nn(g)) is amend
ed by adding at the end the fallowing new para
graph: 

"(6) ADVISORY OPINIONS.-
" ( A) IN GENERAL.- The Secretary shall issue 

written advisory opinions concerning whether a 
referral relating to designated health services 
(other than clinical laboratory services) is pro
hibited under this section. Each advisory opin
ion issued by the Secretary shall be binding as 
to the Secretary and the party or parties re
questing the opinion. 

"(B) APPLICATION OF CERTAIN RULES.-The 
Secretary shall, to the extent practicable, apply 
the rules under subsections (b)(3) and (b)(4) and 
take into account the regulations promulgated 
under subsection (b)(5) of section 1128D in the 
issuance of advisory opinions under this para
graph. 

"(C) REGULATIONS.-In order to implement 
this paragraph in a timely manner, the Sec
retary may promulgate regulations that take ef
fect on an interim basis, after notice and pend
ing opportunity for public comment. 

"(D) APPLICABILITY.-This paragraph shall 
apply to requests for advisory opinions made 
after the date which is 90 days after the date of 
the enactment of this paragraph and before the 
close of the period described in section 
1128D(b)(6). " . 
SEC. 4315. REPLACEMENT OF REASONABLE 

CHARGE METHODOLOGY BY FEE 
SCHEDULES. 

(a) APPLICATION OF FEE SCHEDULE.- Section 
1842 (42 U.S.C. 1395u) is amended by adding at 
the end the following new subsection: 

"(s)(l) The Secretary may implement a state
wide or other areawide fee schedule to be used 
for payment of any item or service described in 
paragraph (2) which is paid on a reasonable 
charge basis. Any fee schedule established under 
this paragraph for such item or service shall be 
updated each year by the percentage increase in 
the consumer price index for all urban con
sumers (United States city average) for the 12-
month period ending with June of the preceding 
year, except that in no event shall a fee sched
ule for an item described in paragraph (2)(D) be 
updated before 2003. 

"(2) The items and services described in this 
paragraph are as follows: 

"(A) Medical supplies. 
"(B) Home dialysis supplies and equipment 

(as defined in section 1881(b)(8)). 
"(C) Therapeutic shoes. 
"(D) Parenteral and enteral nutrients, equip-

ment, and supplies. 
"(E) Electromyogram devices 
"(F) Salivation devices. 
"(G) Blood products. 
"(H) Transfusion medicine.". 
(b) CONFORMING AMENDMENT.-Section 

1833(a)(l) (42 U.S.C: 1395l(a)(l)) is amended
(A) by striking "and (P)" and inserting 

"(P)"; and 
(B) by striking the semicolon at the end and 

inserting the following : ", and (Q) with respect 
to items or services for which fee schedules are 
established pursuant to section 1842(s), the 
amounts paid shall be 80 percent of the lesser of 
the actual charge or the fee schedule established 
in such section;''. 

(c) EFFECTIVE DATES.-The amendments made 
by this section to the extent such amendments 
substitute fee schedules for reasonable charges, 
shall apply to particular services as of the date 
specified by the Secretary of Health and Human 
Services. 

(d) INITIAL BUDGET NEUTRALITY.-The Sec
retary, in developing a fee schedule for par
ticular services (under the amendments made by 
this section), shall set amounts for the first year 
period to which the fee schedule applies at a 
level so that the total payments under title 
XVIII of the Social Security Act (42 U.S.C. 1395 
et seq.) for those services for that year period 
shall be approximately equal to the estimated 
total payments if such fee schedule had not been 
implemented. 
SEC. 4316. APPLICATION OF INHERENT REASON

ABLENESS TO ALL PART B SERVICES 
OTHER THAN PHYSICIANS' SERV
ICES. 

(a) IN GENERAL.-Paragraphs (8) and (9) of 
section 1842(b) (42 U.S.C. 1395u(b)) are amended 
to read as fallows: 

"(8)(A)(i) The Secretary shall by regulation
"(!) describe the factors to be used in deter

mining the cases (of particular items or services) 
in which the application of this part (other than 
to physicians' services paid under section 1848) 
results in the determination of an amount that , 
because of its being grossly excessive or grossly 
deficient, is not inherently reasonable, and 

"(ll) provide in those cases for the factors to 
be considered in determining an amount that is 
realistic and equitable. 

"(ii) Notwithstanding the determination made 
in clause (i) , the Secretary may not apply fac
tors that would increase or decrease the pay
ment under this part during any year for any 
particular item or service by more than 15 per
cent from such payment during the preceding 
year except as provided in subparagraph (B). 

"(B) The Secretary may make a determination 
under this subparagraph that would result in 
an increase or decrease under subparagraph (A) 
of more than 15 percent of the payment amount 
for a year, but only if-

"(i) the Secretary's determination takes into 
account the factors described in subparagraph 
(C) and any additional factors the Secretary de
termines appropriate, 

"(ii) the Secretary's determination takes into 
account the potential impacts described in sub
paragraph (D), and 

" (iii) the Secretary complies with the proce
dural requirements of paragraph (9). 

"(C) The factors described in this subpara
graph are as fallows: 

"(i) The programs established under this title 
and title XIX are the sole or primary sources of 
payment for an item or service. 

"(ii) The payment amount does not reflect 
changing technology, increased facility with 
that technology, or reductions in acquisition or 
production costs. 

"(iii) The payment amount for an item or 
service under this part is substantially higher or 
lower than the payment made for the item or 
service by other purchasers. 

"(D) The potential impacts of a determination 
under subparagraph (B) on quality, access, and 
beneficiary liability , including the likely effects 
on assignment rates and participation rates. 

"(9)(A) The Secretary shall consult with rep
resentatives of suppliers or other individuals 
who furnish an item or service before making a 
determination under paragraph (8)(B) with re
gard to that item or service. 

"(B) The Secretary shall publish notice of a 
proposed determination under paragraph (8)(B) 
in the Federal Register-

"(i) specifying the payment amount proposed 
to be established with respect to an item or serv
ice, 
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"(ii) explaining the factors and data that the 

Secretary took into account in determining the 
payment amount so specified, and 

" (iii) explaining the potential impacts de
scribed in paragraph (8)(D). 

"(C) After publication of the notice required 
by subparagraph (B), the Secretary shall allow 
not less than 60 days for public comment on the 
proposed determination. 

"(D)(i) Taking into consideration the com
ments made by the public, the Secretary shall 
publish in the Federal Register a final deter
mination under paragraph (8)(B) with respect to 
the payment amount to be established with re
spect to the item or service. 

"(ii) A final determination published pursu
ant to clause (i) shall explain the factors and 
data that the Secretary took into consideration 
in making the final determination.''. 

(b) CONFORMING AMENDMENT.-Section 
1834(a)(10)(B) (42 U.S.C. 1395m(a)(10)(B)) is 
amended-

(]) by striking "For covered items furnished 
on or after January 1, 1991, the" and inserting 
"The"; 

(2) by striking "(other than subparagraph 
(D))"; and 

(3) by striking all that follows "payments 
under this subsection'' and inserting a period. 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall take effect on the date of 
the enactment of this Act. 
SEC. 4317. REQUIREMENT TO FURNISH DIAG

NOSTIC INFORMATION. 
(a) INCLUSION OF NON-PHYSICIAN PRACTI

TIONERS IN REQUIREMENT TO PROVIDE DIAG
NOSTIC CODES FOR PHYSICIAN SERVICES.- Para
graphs (1) and (2) of section 1842(p) (42 U.S.C. 
1395u(p)) are each amended by inserting "or 
practitioner specified in subsection (b)(18)(C)" 
after "by a physician". 

(b) REQUIREMENT TO PROVIDE DIAGNOSTIC IN
FORMATION WHEN ORDERING CERTAIN ITEMS OR 
SERVICES FURNISHED BY ANOTHER ENTITY.-Sec
tiori 1842(p) (42 U.S.C. 1395u(p)) , is amended by 
adding at the end the fallowing new paragraph: 

"(4) In the case of an item or service defined 
in paragraph (3), (6), (8), or -(9) of subsection 
1861(s) ordered by a physician or a practitioner 
specified in subsection (b)(18)(C), but furnished 
by another entity, if the Secretary (or fiscal 
agent of the Secretary) requires the entity fur
nishing the item or service to provide diagnostic 
or other medical information in order for pay
ment to be made to the entity, the physician or 
practitioner shall provide that information to 
the entity at the time that the item or service is 
ordered by the physician or practitioner.". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply to items and services 
furnished on or after January 1, 1998. 
SEC. 4318. REPORT BY GAO ON OPERATION OF 

FRAUD AND ABUSE CONTROL PRO
GRAM. 

Section 1817(k)(6) (42 U.S.C. 1395i(k)(6)) is 
amended by inserting "June l, 1998, and" after 
"Not later than". 
SEC. 4319. COMPETITIVE BIDDING DEMONSTRA

TION PROJECTS. 
(a) GENERAL RULE.-Part B of title XVIII (42 

U.S.C. 1395j et seq.) is amended by inserting 
after section 1846 the following new section: 
"SEC. 1847. DEMONSTRATION PROJECTS FOR 

COMPETITIVE ACQUISITION OF 
ITEMS AND SERVICES. 

"(a) ESTABLISHMENT OF DEMONSTRATION 
PROJECT BIDDING AREAS.-

"(1) IN GENERAL.-The Secretary shall imple
ment not more than 5 demonstration projects 
under which competitive acquisition areas are 
established for contract award purposes for the 
furnishing under this part of the items and serv
ices described in subsection (d). 

"(2) PROJECT REQUJREMENTS.- Each dem
onstration project under paragraph (1)-

"(A) shall include such group of items and 
services as the Secretary may prescribe, 

"(B) shall be conducted in not more than 3 
competitive acquisition areas, and 

"(C) shall be operated over a 3-year period. 
"(3) CRITERIA FOR ESTABLISHMENT OF COM

PETITIVE ACQUISITION AREAS.-Each competitive 
acquisition area established under a demonstra
tion project implemented under paragraph (1)-

"( A) shall be, or shall be within, a metropoli
tan statistical area (as defined by the Secretary 
of Commerce), and 

"(B) shall be chosen based on the availability 
and accessibility of entities able to furnish items 
and services, and the probable savings to be re
alized by the use of competitive bidding in the 
furnishing of items and services in such area. 

"(b) AWARDING OF CONTRACTS IN AREAS.-
" (1) IN GENERAL.-The Secretary shall con

duct a competition among individuals and enti
ties supplying items and services described in 
subsection (c) for each competitive acquisition 
area established under a demonstration project 
implemented under subsection (a). 

"(2) CONDITIONS FOR AWARDING CONTRACT.
The Secretary may not award a contract to any 
entity under the competition conducted pursu
ant to paragraph (1) to furnish an item or serv
ice unless the Secretary finds that the entity 
meets quality standards specified by the Sec
retary that the total amounts to be paid under 
the contract are expected to be less than the 
total amounts that would otherwise be paid. 

"(3) CONTENTS OF CONTRACT.-A contract en
tered into with an entity under the competition 
conducted pursuant to paragraph (1) is subject 
to terms and conditions that the Secretary may 
specify. 

"(4) LIMIT ON NUMBER OF CONTRACTORS.-The 
Secretary may limit the number of contractors in 
a competitive acquisition area to the number 
needed to meet projected demand for items and 
services covered under the contracts . 

"(c) EXPANSION OF PROJECTS.-
"(]) EVALUATJONS.-The Secretary shall 

evaluate the impact of the implementation of the 
demonstration projects on medicare program 
payments, access, diversity of product selection, 
and quality. The Secretary shall make annual 
reports to the Committees on Ways and Means 
and Commerce of the House of Representatives 
and the Committee on Finance of the Senate on 
the results of the evaluation described in the 
preceding sentence and a final report not later 
than 6 months after the termination date speci
fied in subsection (e). 

"(2) EXPANSJON.- lf the Secretary determines 
from the evaluations under paragraph (1) that 
there is clear evidence that any demonstration 
project-

"(A) results in a decrease in Federal expendi
tures under this title , and 

"(B) does not reduce program access, diversity 
of product selection, and quality under this 
title, 
the Secretary may expand the project to addi
tional competitive acquisition areas. 

"(d) SERVICES DESCRIBED.-The items and 
services to which this section applies are all 
items and services covered under this part (ex
cept for physicians' services as defined in sec
tion 1861(s)(l)) that the Secretary may specify. 
At least one demonstration project shall include 
oxygen and oxygen equipment. 

" (e) TERMINATION.-Notwithstanding any 
other provision of this section, all projects under 
this section shall terminate not later than De
cember 31, 2002. ". 

(b) ITEMS AND SERVICES TO BE FURNISHED 
ONLY THROUGH COMPETITIVE . ACQUISITION.
Section 1862(a) (42 U.S.C. 1395y(a)) is amend
ed-

(1) by striking "or" at the end of paragraph 
(15), 

(2) by striking the period at the end of para
graph (16) and inserting ";or", and 

(3) by inserting after paragraph (16) the fol
lowing new paragraph: 

"(17) where the expenses are for an item or 
service furnished in a competitive acquisition 
area (as established by the Secretary under sec
tion 1847(a)) by an entity other than an entity 
with which the Secretary has entered into a 
contract under section 1847(b) for the furnishing 
of such an item or service· in that area, unless 
the Secretary finds that the expenses were in
curred in a case of urgent need, or in other cir
cumstances specified by the Secretary.". 

(c) STUDY BY GAO.-The Comptroller of the 
United States shall study the effectiveness of the 
establishment of competitive acquisition areas 
under section 1847(a) of the Social Security Act, 
as added by this section. 
SEC. 4320. PROHIBITING UNNECESSARY AND 

WASTEFUL MEDICARE PAYMENTS 
FOR CERTAIN ITEMS. 

Section 1861(v) (42 U.S.C. 1395x(v)) is amended 
by adding at the end the fallowing new para
graph: 

"(8) ITEMS UNRELATED TO PATIENT CARE.
Reasonable costs do not include costs for the fol
lowing-

"(i) entertainment, including tickets to sport-
ing and other entertainment events; 

"(ii) gifts or donations; 
"(iii) personal use of motor vehicles; 
"(iv) costs for fines and penalties resulting 

from violations of Federal, State, or local laws; 
and 

"(iv) education expenses for spouses or other 
dependents of providers of services, their em
ployees or contractors.". 
SEC. 4321. NONDISCRIMINATION IN POST-HOS

PITAL REFERRAL TO HOME HEALTH 
AGENCIES AND OTHER ENTITIES. 

(a) NOTIFICATION OF AVAILABILITY OF HOME 
HEALTH AGENCIES AND OTHER ENTITIES AS PART 
OF DISCHARGE PLANNING PROCESS.- Section 
1861(ee)(2) (42 U.S.C. 1395x(ee)(2)) is amended-

(1) in subparagraph (D), by inserting before 
the period the fallowing: ", including the avail
ability of home health services through individ
uals and entities that participate in the program 
under this title and that serve the area in which 
the patient resides and that request to be listed 
by the hospital as available"; and 

(2) by adding at the end the fallowing new 
subparagraph: 

"(H) Consistent with section 1802, the dis
charge plan shall-

"(i) not specify or otherwise limit the qualified 
provider which may provide post-hospital home 
health services, and 

"(ii) identify (in a form and manner specified 
by the Secretary) any entity to whom the indi
vidual is ref erred in which the hospital has a 
disclosable financial interest (as specified by the 
Secretary consistent with section 1866(a)(l)(S)) 
or which has such an interest in the hospital.". 

(b) MAINTENANCE AND DISCLOSURE OF INFOR
MATION ON POST-HOSPITAL HOME HEALTH AGEN
CIES AND OTHER ENTITIES.-Section 1866(a)(l) 
(42 U.S.C. 1395cc(a)(l)) is amended-

(1) by striking "and" at the end of subpara
graph (Q), 

(2) by striking the period at the end of sub
paragraph (R), and 

(3) by adding at the end the fallowing new 
subparagraph: 

"(S) in the case of a hospital that has a fi
nancial interest (as specified by the Secretary in 
regulations) in an entity to which individuals 
are ref erred as described in section 
1861(ee)(2)(H)(ii) , or in which such an entity 
has such a financial interest, or in which an
other entity has such a financial interest (di
rectly or indirectly) with such hospital and such 
an entity, to maintain and disclose to the Sec
retary (in a form and manner specified by the 
Secretary) information on-
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"(i) the nature of such financial interest, 
"(ii) the number of individuals who were dis

charged from the hospital and who were identi
fied as requiring home health services, and 

"(iii) the percentage of such individuals who 
received such services from such provider (or an
other such provider).". 

(c) DISCLOSURE OF INFORMATION TO THE PUB
LIC.-Title XI is amended by inserting after sec
tion 1145 the following new section: 
"PUBLIC DISCLOSURE OF CERTAIN INFORMATION 

ON HOSPITAL FINANCIAL INTEREST AND REFER
RAL PATTERNS 
"SEC. 1146. The Secretary shall make avail

able to the public, in a form and manner speci
fied by the Secretary, information disclosed to 
the Secretary pursuant to section 
1866(a)(l)(S). ". 

(d) EFFECTIVE DATES.-
(1) The amendments made by subsection (a) 

shall apply to discharges occurring on or after 
the date which is 90 days after the date of the 
enactment of this Act. 

(2) The Secretary of Health and Human Serv
ices shall issue regulations by not later than the 
date which is 1 year after the date of the enact
ment of this Act to carry out the amendments 
made by subsections (b) and (c) and such 
amendments shall take effect as of such date (on 
or after the issuance of such regulations) as the 
Secretary specifies in such regulations. 

CHAPTER 3-CLARIFICATIONS AND 
TECHNICAL CHANGES 

SEC. 4331. OTHER FRAUD AND ABUSE RELATED 
PROVISIONS. 

(a) REFERENCE CORRECTION.-(1) Section 
1128D(b)(2)(D) (42 U.S.C. 1320a-7d(b)(2)(D)), as 
added by section 205 of the Health Insurance 
Portability and Accountability Act of 1996, is 
amended by striking "1128B(b)" and inserting 
"1128A(b)". 

(2) Section 1128E(g)(3)(C) (42 U.S.C. 1320a-
7e(g)(3)(C)) is amended by striking "Veterans' 
Administration" and inserting "Department of 
Veterans Affairs". 

(b) LANGUAGE IN DEFINITION OF CONVIC
TION.-Section 1128E(g)(5) (42 U.S.C. 1320a-
7e(g)(5)), as inserted by section 221(a) of the 
Health Insurance Portability and Account
ability Act of 1996, is amended by striking 
"paragraph ( 4)" and inserting "paragraphs (1) 
through (4)". 

(c) lMPLEMJi;NTATION OF EXCLUSIONS.-Section 
1128 (42 U.S.C. 1320a-7) is amended-

(1) in subsection (a), by striking "any pro
gram under title XVIII and shall direct that the 
fallowing individuals and entities be excluded 
from participation in any State health care pro
gram (as defined in subsection (h))" and insert
ing "any Federal health care program (as de
fined in section 1128B(f)) "; and 

(2) in subsection (b), by striking " any program 
under title XVIII and may direct that the fol
lowing individuals and entities be excluded from 
participation in any State health care program'' 
and inserting ·'any Federal health care program 
(as defined in section 1128B(f))". 

(d) SANCTIONS FOR FAILURE TO REPORT.-Sec
tion 1128E(b) (42 U.S.C. 1320a-7e(b)), as inserted 
by section 221(a) of the Health Insurance Port
ability and Accountability Act of 1996, is 
amended by adding at the end the following: 

"(6) SANCTIONS FOR FAILURE TO REPORT.-
"( A) HEALTH PLANS.-Any health plan that 

fails to report information on an adverse action 
required to be reported under this subsection 
shall be subject to a civil money penalty of not 
more than $25,000 for each such adverse action 
not reported. Such penalty shall be imposed and 
collected in the same manner as civi l money 
penalties under subsection (a) of section 1128A 
are imposed and collected under that section. 

"(B) GOVERNMENTAL AGENCIES.-The Sec
retary shall provide for a publication of a public 

report that identifies those Government agencies 
that have failed to report information on ad
verse actions as required to be reported under 
this subsection.". 

(e) CLARIFICATION OF TREATMENT OF CERTAIN 
WAIVERS AND PAYMENTS OF PREMIUMS.- Section 
1128A(i)(6) (42 U.S.C. 1320a-7a(i)(6)) is amend
ed-

(1) in subparagraph (A)( iii)-
(A) in subclause (I), by adding "or" at the 

end; 
(B) in subclause (II), by striking "or" at the 

end;and 
(C) by striking subclause (Ill); 
(2) by redesignating subparagraphs (B) and 

(C) as subparagraphs (C) and (D); and 
(3) by inserting after subparagraph (A) the 

following: 
"(B) any permissible waiver as specified in 

section 1128B(b)(3) or in regulations issued by 
the Secretary;". 

(f) EFFECTIVE DATES.-
(1) IN GENERAL.- Except as provided in this 

subsection, the amendments made by this sec
tion shall be effective as if included in the en
actment of the Health Insurance Portability and 
Accountability Act of 1996. 

(2) FEDERAL HEALTH PROGRAM.-The amend
ments made by subsection (c) shall take effect 
on the date of the enactment of this Act. 

(3) SANCTION FOR FAILURE TO REPORT.-The 
amendment made by subsection (d) shall apply 
to failures occurring on or after the date of the 
enactment of this Act. 

Subtitle E-Provisions Relating to Part A 
Only 

CHAPTER I-PAYMENT OF PPS HOSPITALS 
SEC. 4401. PPS HOSPITAL PAYMENT UPDATE. 

(a) IN GENERAL.-Section 1886(b)(3)(B)(i) (42 
U.S.C. 1395ww(b)(3)(B)(i)) is amended-

(1) by striking "and" at the end of subclause 
(XII), and 

(2) by striking subclause (XIII) and inserting 
the following: 

"(XIII) for fiscal year 1998, 0 percent, 
"(XIV) for fiscal year 1999, the market basket 

percentage increase m'inus 1.9 percentage points 
for hospitals in all areas, 

"(XV) for fiscal year 2000, the market basket 
percentage increase minus 1.8 percentage points · 
for hospitals in all areas, 

"(XVI) for each of fiscal years 2001 and 2002, 
the market basket percentage increase minus 1.1 
percentage point for hospitals in all areas, and 

"(XVII) for fiscal year 2003 and each subse
quent fiscal year, the market basket percentage 
increase for hospitals in all areas.". 

(b) TEMPORARY RELIEF FOR CERTAIN NON
TEACHING, NON-DSH HOSPITALS.-

(1) IN GENERAL.-ln the case of a hospital de
scribed in paragraph (2) for its cost reporting 
period-

( A) beginning in fiscal year 1998 the amount 
of payment made to the hospital under section 
1886(d) of the Social Security Act for discharges 
occurring during such fiscal year only shall be 
increased as though the applicable percentage 
increase (otherwise applicable to discharges oc
curring during fiscal year 1998 under section 
1886(b)(3)(B)(i)(Xlll) of the Social Security Act 
(42 U.S.C. 1395ww(b)(3)(B)(i)(XIII))) had been 
increased by 0.5 percentage points; and 

(B) beginning in fiscal year 1999 the amount 
of payment made to the hospital under section 
1886(d) of the Social Security Act for discharges 
occurring during such fiscal year only shall be 
increased as though the applicable percentage 
increase (otherwise applicable to discharges oc
curring during fiscal year 1999 under section 
1886(b)(3)(B)(i)(XIII) of the Social Security Act 
(42 U.S.C. 1395ww(b)(3)(B)(i)(XIII))) had been 
increased by 0.3 percentage points. 
Subparagraph (A) shall not apply in computing 
the increase under subparagraph (B) and nei-

ther subparagraph shall affect payment for dis
charges for any hospital occurring during a fis
cal year after fiscal year 1999. Payment in
creases under this subsection for discharges oc
curring during a fiscal year are subject to settle
ment after the close of the fiscal year. 

(2) HOSPITALS COVERED.-A hospital described 
in this paragraph for a cost reporting period is 
a hospital-

( A) that is described in paragraph (3) for such 
period; 

(B) that is located in a State in which the 
amount of the aggregate payments under section 
1886(d) of such Act for hospitals located in the 
State and described in paragraph (3) for their 
cost reporting periods beginning during fiscal 
year 1995 is less than the aggregate allowable 
operating costs of inpatient hospital services (as 
defined in section 1886(a)(4) of such Act) for all 
such hospitals in such State with respect to such 
cost reporting periods; and 

(C) with respect to which the payments under 
section 1886(d) of such Act (42 U.S.C. 
1395ww(d)) for discharges occurring in the cost 
reporting period involved , as estimated by the 
Secretary, is less than the allowable operating 
costs of inpatient hospital services (as defined in 
section 1886(a)(4) of such Act (42 U.S.C. 
1395ww(a)(4)) for such hospital for such period, 
as estimated by the Secretary. 

(3) NON-TEACHING, NON-DSH HOSPITALS DE
SCRIBED.-A hospital described in this para
graph for a cost reporting period is a subsection 
(d) hospital (as defined in section 1886(d)(l)(B) 
of such Act (42 U.S.C. 1395ww(d)(l)(B))) that-

(A) is not receiving any additional payment 
amount described in section 1886(d)(5)(F) of 
such Act (42 U.S.C. 1395ww(d)(5)(F)) for dis
charges occurring during the period; 

(B) is not receiving any additional payment 
under section 1886(d)(5)(B) of such Act (42 
U.S.C. 1395ww(d)(5)(B)) or a payment under 
section 1886(h) of such Act (42 U.S.C. 
1395ww(h)) for discharges occurring during the 
period; and 

(C) does not qualify for payment under sec
tion 1886(d)(5)(G) of such Act (42 U.S.C. 
1395ww(d)(5)(G)) for the period. 
SEC. 4402. MAINTAINING SAVINGS FROM TEM

PORARY REDUCTION IN CAPITAL 
PAYMENTS FOR PPS HOSPITALS. 

Section 1886(g)(1)( A) (42 U.S.C. 
1395ww(g)(l)(A)) is amended by adding at the 
end the following: "In addition to the reduction 
described in the preceding sentence, for dis
charges occurring on or after October 1, 1997, 
the Secretary shall apply the budget neutrality 
adjustment factor used to determine the Federal 
capital payment rate in effect on September 30, 
1995 (as described in section 412.352 of title 42 of 
the Code of Federal Regulations), to (i) the 
unadjusted standard Federal capital payment 
rate (as described in section 412.308(c) of that 
title, as in effect on September 30, 1997), and (ii) 
the unadjusted hospital-specific rate (as de
scribed in section 412.328(e)(l) of that title, as in 
effect on September 30, lfJ97), and, for dis
charges occurring on or after October 1, 1997, 
and before September 30, 2002, reduce the rates 
described in clauses (i) and (ii) by 2.1 percent.". 
SEC. 4403. DISPROPORTIONATE SHARE. 

(a) IN GENERAL.-Section 1886(d)(5)(F) (42 
U.S.C. 1395ww(d)(5)(F)) is amended-

(1) in clause (i) by inserting "and before Octo
ber 1, 1997" after "May 1, 1986"; 

(2) in clause (ii), by striking "The amount" 
and inserting "Subject to clause (ix), the 
amount"; and 

(3) by adding at the end the fallowing new 
clause: 

"(ix) In the case of discharges occurring-
"( I) during fiscal year 1998, the additional 

payment amount otherwise determined under 
clause (ii) shall be reduced by 1 percent; 
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"(II) during fiscal year 1999, such additional 

payment amount shall be reduced by 2 percent; 
"(!//) during fiscal year 2000, such additional 

payment amount shall be reduced by 3 percent; 
"(IV) during fiscal year 2001, such additional 

payment amount shall be reduced by 4 percent; 
"(V) during fiscal year 2002, such additional 

payment amount shall be reduced by 5 percent; 
and 

"(VI) during fiscal year 2003 and each subse
quent fiscal year, such additional payment 
amount shall be reduced by 0 percent.". 

(b) REPORT ON NEW PAYMENT FORMULA.-
(1) REPORT.-Not later than 1 year after the 

date of the enactment of this Act, the Secretary 
of Health and Human Services shall submit to 
the Committee on Ways and Means of the House 
of Representatives and the Committee on Fi
nance of the Senate a report that contains a for
mula for determining additional payment 
amounts to hospitals under section 1886(d)(5)(F) 
of the Social Security Act (42 U.S.C. 
1395ww(d)(5)(F)). 

(2) FACTORS IN DETERMINATION OF FOR
MULA.-ln determining such formula the Sec
retary shall-

( A) establish a single threshold for costs in
curred by hospitals in serving low-income pa
tients, and 

(B) consider the costs described in paragraph 
(3). 

(3) The costs described in this paragraph are 
as follows: 

(A) The costs incurred by the hospital during 
a period (as determined by the Secretary) of fur
nishing hospital services to individuals who are 
entitled to benefits under part A of title XVIII 
of the Social Security Act and who receive sup
plemental security income benefits under title 
XVI of such Act (excluding any supplemen
tation of those benefits by a State under section 
1616 of such Act (42 U.S.C. 1382e)). 

(B) The costs incurred by the hospital during 
a period (as so determined) of furnishing hos
pital services to individuals who receive medical 
assistance under the State plan under title XIX 
of such Act and are not entitled to benefits 
under part A of title XVIII of such Act (includ
ing individuals enrolled in a managed care or
ganization (as defined in section 1903(m)(l)(A) 
of such Act (42 U.S.C. 1396b(m)(l)(A)) or any 
other managed care plan under such title and 
individuals who receive medical assistance 
under such title pursuant to a waiver approved 
by the Secretary under section 1115 of such Act 
(42 u.s.c. 1315)). 

(c) DATA COLLECTJON.-ln developing the for
mula dBscribed in subsection (b), the Secretary 
of Health and Human Services may require any 
subsection (d) hospital (as defined in section 
1886(d)(l)(B) of the Social Security Act (42 
U.S.C. 1395ww(d)(l)(B))) receiving additional 
payments by reason of section 1886(d)(5)(F) of 
such Act (42 U.S.C. 1395ww(d)(5)(F)) to submit 
to the Secretary any information that the Sec
retary determines is necessary to develop such 
formula. 
SEC. 4404. MEDICARE CAPITAL ASSET SALES 

PRICE EQUAL TO BOOK VALUE. 
(a) IN GENERAL.-Section 1861(v)(1)(0) (42 

U.S.C. 1395x(v)(1)(0)) is amended-
(1) in clause (i)-
( A) by striking "and (if applicable) a return 

on equity capital"; 
(B) by striking "hospital or skilled nursing fa

cility" and inserting "provider of services"; 
(C) by striking "clause (iv)" and inserting 

"clause (iii)"; and 
(D) by striking "the lesser of the allowable ac

quisition cost" and all that fallows and insert
ing "the historical cost of the asset, as recog
nized under this title, less depreciation allowed, 
to the owner of record as of the date of enact
ment of the Balanced Budget Act of 1997 (or, in 

the case of an asset not in existence as of that 
date, the first owner of record of the asset after 
that date)."; 

(2) by striking clause (ii); and 
(3) by redesignating clauses (iii) and (iv) as 

clauses (ii) and (iii), respectively. 
(b) EFFECTIVE DATE.-The amendments made 

by subsection (a) apply to changes of ownership 
that occur after the third month beginning after 
the date of enactment of this section. 
SEC. 4405. EUMJNATJON OF IME AND DSH PAY

MENTS ATTRIBUTABLE TO OUTLIER 
PAYMENTS. 

(a) INDIRECT MEDICAL EDUCATION.-Section 
1886(d)(5)(B)(i)(I) (42 U.S.C. 
1395ww(d)(5)(B)(i)(I)) is amended by inserting ", 
for cases qualifying for additional payment 
under subparagraph (A)(i)," before "the 
amount paid to the hospital under subpara
graph (A)''. 

(b) DISPROPORTIONATE SHARE ADJUSTMENTS.
Section 1886(d)(5)(F)(ii)(I) (42 U.S.C. 
1395ww(d)(5)(F)(ii)(l)) is amended by inserting 
", for cases qualifying for additional payment 
under subparagraph ( A)(i)," before "the 
amount paid to the hospital under subpara
graph (A)''. 

(c) COST OUTLIER PAYMENTS.-Section 
1886(d)(5)(A)(ii) (42 U.S.C. 1395ww(d)(5)(A)(ii)) 
is amended by striking "exceed the applicable 
DRG prospective payment rate" and inserting 
"exceed the sum of the applicable DRG prospec
tive payment rate plus any amounts payable 
under subparagraphs (B) and (F)". 

(d) EFFECTIVE DATE.-The amendments made 
by this section apply to discharges occurring 
after September 30, 1997. 
SEC. 4406. INCREASE BASE PAYMENT RATE TO 

PUERTO RICO HOSPITALS. 
Section 1886(d)(9)(A) (42 U.S.C. 

1395ww(d)(9)(A)) is amended-
(1) in the matter preceding clause (i), by strik

ing "in a fiscal year beginning on or after Octo
ber 1, 1987, ", 

(2) in clause (i), by striking "75 percent" and 
inserting, "for discharges beginning on or after 
October 1, 1997, 50 percent (and for discharges 
between October 1, 1987, and September 30, 1997, 
75 percent)", and 

(3) in clause (ii), by striking "25 percent" and 
inserting, ''for discharges beginning in a fiscal 
year beginning on or after October 1, 1997, 50 
percent (and for discharges between October 1, 
1987 and September 30, 1997, 25 percent)". 
SEC. 4407. CERTAIN HOSPITAL DISCHARGES TO 

POST ACUTE CARE. 
Section 1886(d)(5) (42 U.S.C. 1395ww(d)(5)) is 

amended-
(1) in subparagraph (I)( ii) by inserting "not 

taking in account the effect of subparagraph 
( J)," after "in a fiscal year, "; and 

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

"(J)(i) The Secretary shall treat the term 
'transfer case' (as defined in subparagraph 
(!)(ii)) as including the case of a qualified dis
charge (as defined in clause (ii)), which is clas
sified within a diagnosis-related group described 
in clause (iii), and which occurs on or after Oc
tober 1, 1998. In the case of a qualified discharge 
for which a substantial portion of the costs of 
care are incurred in the early days of the inpa
tient stay (as defined by the Secretary), in no 
case may the payment amount otherwise pro
vided under this subsection exceed an amount 
equal to the sum of-

"( I) 50 percent of the amount of payment 
under this subsection for transfer cases (as es
tablished under subparagraph (l)(i)), and 

"(II) 50 percent of the amount of payment 
which would have been made under this sub
section with respect to the qualified discharge if 
no transl er were involved. 

"(ii) For purposes of clause (i), subject to 
clause (iii). the term 'qualified discharge' means 

a discharge classified with a diagnosis-related 
group (described in clause (iii)) of an individual 
from a subsection (d) hospital, if upon such dis
charge the individual-

"([) is admitted as an inpatient to a hospital 
or hospital unit that is not a subsection (d) hos
pital for the provision of inpatient hospital serv
ices; 

"(II) is admitted to a skilled nursing facility; 
"(III) is provided home health services from a 

home health agency, if such services relate to 
the condition or diagnosis for which such indi
vidual received inpatient hospital services from 
the subsection (d) hospital, and if such services 
are provided within an appropriate period (as 
determined by the Secretary); or 

"(IV) for discharges occurring on or after Oc
tober 1, 2000, the individual receives post dis
charge services described in clause (iv)(!). 

"(iii) Subject to clause (iv), a diagnosis-re
lated group described in this clause is-

" (I) 1 of 10 diagnosis-related groups selected 
by the Secretary based upon a high volume of 
discharges classified within such groups and a 
disproportionate use of post discharge services 
described in clause (ii); and 

"(II) a diagnosis-related group specified by 
the Secretary under clause (iv)(ll). 

"(iv) The Secretary shall include in the pro
posed rule published under subsection (e)(5)(A) 
for fiscal year 2001, a description of the effect of 
this subparagraph. The Secretary may include 
in the proposed rule (and in the final rule pub
lished under paragraph (6)) for fiscal year 2001 
or a subsequent fiscal year, a description of-

"(!) post-discharge services not described in 
subclauses (!), (II), and (Ill) of clause (ii), the 
receipt of which results in a qualified discharge; 
and 

"(II) diagnosis-related groups described in 
clause (iii)(!) in addition to the 10 selected 
under such clause.". 
SEC. 4408. RECLASSIFICATION OF CERTAIN COUN

TIES AS LARGE URBAN AREAS 
UNDER MEDICARE PROGRAM. 

(a) JN GENERAL.-For purposes of section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)), the large urban area of Charlotte
Gastonia-Rock Hill-North Carolina-South Caro
lina may be deemed to include Stanly County, 
North Carolina. 

(b) EFFECTIVE DATE.-This section shall apply 
with respect to discharges occurring on or after 
October 1, 1997. 
SEC. 4409. GEOGRAPfilC RECLASSIFICATION FOR 

CERTAIN DISPROPORTIONATELY 
LARGE HOSPITALS. 

(a) NEW GUIDELINES FOR RECLASSIFICATION.
Notwithstanding the guidelines published under 
section 1886(d)(10)(D)(i)(I) of the Social Security 
Act (42 U.S.C. 1395ww(d)(JO)(D)(i)(I)), the Sec
retary of Health and Human Services shall pub
lish and use alternative guidelines under which 
a hospital described in subsection (b) qualifies 
for geographic reclassification under such sec
tion for a fiscal year beginning with fiscal year 
1998. 

(b) HOSPITALS COVERED.-A hospital described 
in this subsection is a hospital that dem
onstrates that-

(1) the average hourly wage paid by the hos
pital is not less than 108 percent of the average 
hourly wage paid by all other hospitals located 
in the Metropolitan Statistical Area (or the New 
England County Metropolitan Area) in which 
the hospital is located; 

(2) not less than 40 percent of the adjusted 
uninflated wages paid by all hospitals located 
in such Area is attributable to wages paid by 
the hospital; and 

(3) the hospital submitted an application re
questing reclassification for purposes of wage 
index under section 1886(d)(10)(C) of such Act 
(42 U.S.C. 1395ww(d)(10)(C)) in each of fiscal 
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years 1992 through 1997 and that such request 
was approved for each of such fiscal years. 
SEC. 4410. FLOOR ON AREA WAGE INDEX. 

(a) IN GENERAL.-For purposes of section 
1886(d)(3)(E) of the Social Security Act (42 
U.S.C. 1395ww(d)(3)(E)) for discharges occurring 
on or after October 1, 1997, the area wage index 
applicable under such section to any hospital 
which is not located in a rural area (as defined 
in section 1886(d)(2)(D) of such Act (42 U.S.C. 
1395ww(d)(2)(D)) may not be less than the area 
wage index applicable under such section to 
hospitals located in rural areas in the State in 
which the hospital is located. 

(b) IMPLEMENTATION.-The Secretary of 
Health and Human Services shall adjust the 
area wage index referred to in subsection (a) for 
hospitals not described in such subsection in a 
manner which assures that the aggregate pay
ments made under section 1886(d) of the Social 
Security Act (42 U.S.C. 1395ww(d)) in a fiscal 
year for the operating costs of inpatient hospital 
services are not greater or less than those which 
would have been made in the year if this section 
did not apply. 

(c) EXCLUSION OF CERTAIN WAGES.-In the 
case of a hospital that is owned by a munici
pality and that was reclassified as an urban 
hospital under section 1886(d)(10) of the Social 
Security Act for fiscal year 1996, in calculating 
the hospital's average hourly wage for purposes 
of geographic reclassification under such section 
for fiscal year 1998, the Secretary of Health and 
Human Services shall exclude the general serv
ice wages and hours of personnel associated 
with a skilled nursing facility that is owned by 
the hospital of the same municipality and that 
is physically separated from the hospital to the 
extent that such wages and hours of such per
sonnel are not shared with the hospital and are 
separately documented. A hospital that applied 
for and was denied reclassification as an urban 
hospital for fiscal year 1998, but that would 
have received reclassification had the exclusion 
required by this section been applied to it, shall 
be reclassified as an urban hospital for · fiscal 
year 1998. 

CHAPTER 2-PAYMENT OF PPS-EXEMPT 
HOSPITALS 

Subchapter A-General Payment Provisions 
SEC. 4411. PAYMENT UPDATE. 

(a) IN GENERAL.-Section 1886(b)(3)(B) (42 
U.S.C. 1395ww(b)(3)(B)) is amended-

(1) in clause (ii)-
( A) by striking "and" at the end of subclause 

(V), 
(B) by redesignating subclause (VI) as sub

clause (VIII); and 
(C) by inserting after subclause (V), the fol

lowing subclauses: 
"(VI) for fiscal year 1998, is 0 percent; 
"(VII) for fiscal years 1999 through 2002, is 

the applicable update factor specified under 
clause (vi) for the fiscal year; and"; and 

(2) by adding at the end the fallowing new 
clause: 

"(vi) For purposes of clause (ii)(VJJ) for a fis
cal year, if a hospital's allowable operating 
costs of inpatient hospital services recognized 
under this title for the most recent cost reporting 
period for which information is available-

"( I) is equal to, or exceeds, 110 percent of the 
hospital's target amount (as determined under 
subparagraph (A)) for such cost reporting pe
riod , the applicable update factor specified 
under this clause is the market basket percent
age; 

" (II) exceeds 100 percent, but is less than 110 
percent, of such target amount for the hospital, 
the applicable update factor specified under this 
clause is 0 percent or, if greater, the market bas
ket percentage minus 0.25 percentage points for 
each percentage point by which such allowable 

operating costs (expressed as a percentage of 
such target amount) is less than 110 percent of 
such target amount; 

"(111) is equal to, or less than 100 percent, but 
exceeds 2h of such target amount for the hos
pital, the applicable update factor specified 
under this clause is 0 percent or, if greater, the 
market basket percentage minus 2.5 percentage 
points; or 

"(IV) does not exceed 2/J of such target 
amount for the hospital, the applicable update 
factor specified under this clause is 0 percent.". 

(b) NO EFFECT OF PAYMENT REDUCTION ON 
EXCEPTIONS AND ADJUSTMENTS . .:._Section 
1886(b)(4)(A)(ii) (42 U.S.C. 1395ww(b)(4)(A)(ii)) 
is amended by adding at the end the following 
new sentence: "In making such reductions, the 
Secretary shall treat the applicable update fac
tor described in paragraph (3)(B)(vi) for a fiscal 
year as being equal to the market basket per
centage for that year.". 
SEC. 4412. REDUCTIONS TO CAPITAL PAYMENTS 

FOR CERTAIN PPS-EXEMPT HOS
PITALS AND UNITS. 

Section 1886(g) (42 U.S.C. 1395ww(g)) is 
amended by adding at the end the following 
n~w paragraph: 

"(4) In determining the amount of the pay
ments that are attributable to portions of cost 
reporting periods occurring during fiscal years 
1998 through 2002 and that may be made under 
this title with respect to capital-related costs of 
inpatient hospital services of a hospital which is 
described in clause (i), (ii), or (iv) of subsection 
(d)(l)(B) or a unit described in the matter after 
clause (v) of such subsection, the Secretary shall 
reduce the amounts of such payments otherwise 
determined under this title by 15 percent.". 
SEC. 4413. REBASING. 

(a) OPTION OF REBASING FOR HOSPITALS IN 
OPERATION BEFORE 1990.-Section 1886(b)(3)(42 
U.S.C. 1395ww(b)(3)) is amended-

(1) in subparagraph (A) by striking "subpara
graphs (C), (D), and (E)" and inserting "sub
paragraph (C) and succeeding subparagraphs", 
and 

(2) by adding at the end the fallowing new 
subparagraph: 

"( F)(i) In the case of a hospital (or unit de
scribed in the matter following clause (v) of sub
section (d)(l)(B)) that received payment under 
this subsection for inpatient hospital services 
furnished during cost reporting periods begin
ning before October 1, 1990, that is within a 
class of hospital described in clause (iii), and 
that elects (in a form and manner determined by 
the Secretary) this subparagraph to apply to the 
hospital, the target amount for the hospital's 12-
month cost reporting period beginning during 
fiscal year 1998 is equal to the average described 
in clause (ii). 

"(ii) The average described in this clause for 
a hospital or unit shall be determined by the 
Secretary as fallows: 

"(!) The Secretary shall determine the allow
able operating costs for inpatient hospital serv
ices for the hospital or unit for each of the 5 
cost reportjng periods for which the Secretary 
has the most recent settled cost reports as of the 
date of the enactment of this subparagraph. 

"(II) The Secretary shall increase the amount 
determined under subclause (I) for each cost re
porting period by the applicable percentage in
crease under subparagraph (B)(ii) for each sub
sequent cost reporting period up to the cost re
porting period described in clause (i). 

"(III) The Secretary shall identify among 
such 5 cost reporting periods the cost reporting 
periods for which the amount determined under 
subclause (II) is the highest, and the lowest. 

"(IV) The Secretary shall compute the aver
ages of the amounts determined under subclause 
(II) for the 3 cost reporting periods not identi
fied under subclause (III). 

"(iii) For purposes of this subparagraph, each 
of the fallowing shall be treated as a separate 
class of hospital: 

"(!) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units described 
in the matter following clause (v) of such sub
section. 

"(JI) Hospitals described in clause (ii) of such 
subsection and rehabilitation units described in 
the matter fallowing clause (v) of such sub
section. 

"(III) Hospitals described in clause (iii) of 
such subsection. 

"(IV) Hospitals described in clause (iv) of 
such subsection. 

"(V) Hospitals described in clause (v) of such 
subsection.". 

(b) CERTAIN LONG-TERM CARE HOSPITALS.
Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)), as 
amended by subsection (a), is amended by add
ing at the end the fallowing new subparagraph: 

"(G)(i) In the case of a qualified long-term 
care hospital (as defined in clause (ii)) that 
elects (in a form and manner determined by the 
Secretary) this subparagraph to apply to the 
hospital, the target amount for the hospital's 12-
month cost reporting period beginning during 
fiscal year 1998 is equal to the allowable oper
ating costs of inpatient hospital services (as de
fined in subsection (a)(4)) recognized under this 
title for the hospital for the 12-month cost re
porting period beginning during fiscal year 1996, 
increased by the applicable percentage increase 
for the cost reporting period beginning during 
fiscal year 1997. 

"(ii) In clause (i), a 'qualified long-term care 
hospital' means, with respect to a cost reporting 
period, a hospital described in clause (iv) of sub
section (d)(l)(B) during each of the 2 cost re
porting periods for which the Secretary has the 
most recent settled cost reports as of the date of 
the enactment of this subparagraph for each of 
which-

"( I) the hospital's allowable operating costs of 
inpatient hospital services recognized under this 
title exceeded 115 percent of the hospital's target 
amount, and 

"(II) the hospital would have a dispropor
tionate patient percentage of at least 70 percent 
(as determined by the Secretary under sub
section (d)(5)(F)(vi)) if the hospital were a sub
section (d) hospital.". 
SEC. 4414. CAP ON TEFRA LIMITS. 

Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)), as 
amended by section 4413, is amended by adding 
at the end the following new subparagraph: 

"(H)(i) In the case of a hospital or unit that 
is within a class of hospital described in clause 
(iv), the Secretary shall estimate the 75th per
centile of the target amounts for such hospitals 
within such class for cost reporting periods end
ing during fiscal year 1996. 

"(ii) The Secretary shall update the amount 
determined under clause (i), for each cost re
porting period after the cost reporting period de
scribed in such clause and up to the first cost re
porting period beginning on or after October 1, 
1997, by a factor equal to the market basket per
centage increase. 

"(iii) For cost reporting periods beginning 
during each of fiscal years 1999 through 2002, 
the Secretary shall update such amount by a 
factor equal to the market basket percentage in
crease. 

"(iv) For purposes of this subparagraph, each 
of the fallowing shall be treated as a separate 
class of hospital: 

"(!) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units described 
in the matter following clause (v) of such sub
section. 

"(JI) Hospitals described in clause (ii) of such 
subsection and rehabilitation units described in 
the matter following clause (v) of such sub
section. 
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"(III) Hospitals described in clause (iv) of 

such subsection.". 
SEC. 4415. BONUS AND REUEF PAYMENTS. 

(a) CHANGE IN BONUS PAYMENT.-Section 
1886(b)(l) (42 U.S.C. 1395ww(b)(l)) is amended 
in subparagraph (A) by striking all that fallows 
"plus-" and inserting the following: 

"(i) 15 percent of the amount by which the 
target amount exceeds the amount of the oper
ating costs, or 

"(ii) 2 percent of the target amount, 
whichever is less;". 

(b) CONTINUOUS IMPROVEMENT BONUS PAY
MENTS.-Section 1886(b) (42 U.S.C. 1395ww(b)) is 
amended-

(1) in paragraph (1), by inserting ''plus the 
amount, if any, provided under paragraph (2) '' 
before "except that in no case"; and 

(2) by inserting after paragraph (1), the fol
lowing new paragraph: 

"(2)( A) In addition to the payment computed 
under paragraph (1), in the case of an eligible 
hospital (described in subparagraph (B)) for a 
cost reporting period beginning on or after Octo
ber 1, 1997, the amount of payment on a per dis
charge basis under paragraph (1) shall be in
creased by the lesser of-

"(i) 50 percent of the amount by which the op
erating costs are less than the expected costs (as 
defined in subparagraph (D)) for the period; or 

"(ii) 1 percent of the target amount for the pe
riod. 

"(B) For purposes of this paragraph, an 'eligi
ble hospital' means with respect to a cost report
ing period, a hospital-

" (i) that has received payments under this 
subsection for at least 3 full cost reporting peri
ods before that cost reporting period, and 

"(ii) whose operating costs for the period are 
less than the least of its target amount, its 
trended costs (as defined in subparagraph (C)), 
or its expected costs (as defined in subparagraph 
(D)) for the period. 

"(C) For purposes of subparagraph (B)(ii), the 
term 'trended costs' means for a hospital cost re
porting period ending in a fiscal year-

"(i) in the case of a hospital for which its cost 
reporting period ending in fiscal year 1996 was 
its third or subsequent full cost reporting period 
for which it receives payments under this sub
section, the lesser of the operating costs or tar
get amount for that hospital for its cost report
ing period ending in fiscal year 1996, or 

"(ii) in the case of any other hospital, the op
erating costs for that hospital for its third full 
cost reporting period for which it receives pay
ments under this subsection, 
increased (in a compounded manner) for each 
succeeding fiscal year (through the fiscal year 
involved) by the market basket percentage in
crease for the fiscal year. 

"(D) For purposes of this paragraph, the term 
'expected costs', with respect to the cost report
ing period ending in a fiscal year, means the 
lesser of the operating costs of inpatient hospital 
services or target amount per discharge for the 
previous cost reporting period updated by the 
market basket percentage increase (as defined in 
paragraph (3)(B)(iii)) for the fiscal year.". 

(c) CHANGE IN RELIEF PAYMENTS.-Section 
1886(b)(l) (42 U.S.C. 1395ww(b)(l)), as amended 
in subsections (a) and (b), is further amended

(]) by redesignating subparagraph (B) as sub
paragraph (C) 

(2) in subparagraph (C), as so redesignated
( A) by striking ''greater than the target 

amount" and inserting "greater than 110 per
cent of the target amount", and 

(B) by striking "exceed the target amount" 
and inserting "exceed 110 percent of the target 
amount", and 

(3) by inserting after subparagraph (A) , the 
fallowing new subparagraph: 

"(B) are greater than the target amount but 
do not exceed 110 percent of the target amount, 

the amount of the payment with respect to those 
operating costs payable under part A on a per 
discharge basis shall equal the target amount; 
or". 

(d) REPORT.-Not later than October 1, 1999, 
the Secretary of Health and Human Services 
shall submit to the Committee on Ways and 
Means of the House of Representatives and the 
Committee on Finance of the Senate a report 
that describes the effect of the amendments to 
section 1886(b)(l) of the Social Security Act (42 
U.S.C. 1395ww(b)(l)), made under this section, 
on psychiatric hospitals (as defined in section 
1886(d)(l)(B)(i) of such Act (42 U.S.C. 
1395ww(d)(l)(B)(i)) that have approved medical 
residency training programs under title XVIII of 
such Act (42 U.S.C. 1395 et seq.)). 

(e) EFFECTIVE DATE.-The amendments made 
by subsections (a) and (c) shall apply with re
spect to cost reporting periods beginning on or 
after October 1, 1997. 
SEC. 4416. CHANGE IN PAYMENT AND TARGET 

AMOUNT FOR NEW PROVIDERS. 
Section 1886(b) (42 U.S.C. 1395ww(b)) is 

amended-
(1) by adding at the end the fallowing new 

paragraph: 
"(7)(A) Notwithstanding paragraph (1) , in the 

case of a hospital or unit that is within a class 
of hospital described in subparagraph (B) which 
first receives payments under this section on or 
after October 1, 1997-

"(i) for each of the first 2 cost reporting peri
ods for which the hospital has a settled cost re
port, the amount of the payment with respect to 
operating costs described in paragraph (1) under 
part A on a per discharge or per admission basis 
(as the case may be) is equal to the lesser of-

"(!) the amount of operating costs for such re
spective period, or 

"(II) 110 percent of the national median of the 
target amount for hospitals in the same class as 
the hospital for cost reporting periods ending 
during fiscal year 1996, updated by the hospital 
market basket increase percentage to the fiscal 
year in which the hospital first received pay
ments under this section, as adjusted under sub
paragraph (C); and 

"(ii) for purposes of computing the target 
amount for the subsequent cost reporting period, 
the target amount for the preceding cost report
ing period is equal to the amount determined 
under clause (i) for such preceding period. 

"(B) For purposes of this paragraph, each of 
the fallowing shall be treated as a separate class 
of hospital: 

"(i) Hospitals descr·ibed in clause (i) of sub
section (d)(l)(B) and psychiatric units described 
in the matter following clause (v) of such sub
section. 

"(ii) Hospitals described in clause (ii) of such 
subsection and rehabilitation units described in 
the matter following clause (v) of such sub
section. 

"(iii) Hospitals described in clause (iv) of such 
subsection. 

"(C) In applying subparagraph (A)(i)(II) in 
the case of a hospital or unit, the Secretary 
shall provide for an appropriate adjustment to 
the labor-related portion of the amount deter
mined under such subparagraph to take into ac
count differences between average wage-related 
costs in the area of the hospital and the na
tional average of such costs within the same 
class of hospital."; and 

(2) in paragraph (3)(A), as amended in sec
tions 4413 and 4414, by inserting "and in para
graph (7)(A)(ii)," before "for purposes of". 
SEC. 4417. TREATMENT OF CERTAIN LONG-TERM 

CARE HOSPITALS. 
(a) IN GENERAL.-(1) Section 1886(d)(l)(B) (42 

U.S.C. 1395ww(d)(l)(B)) is amended by adding 
at the end the following new sentence: "A hos
pital that was classified by the Secretary on or 

before September 30, 1995, as a hospital de
scribed in clause (iv) shall continue to be so 
classified notwithstanding that it is located in 
the same building as, or on the same campus as, 
another hospital.". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to discharges oc
curring on or after October 1, 1995. 

(b) CERTAIN LONG-TERM CARE HOSPITALS 
THAT TREAT CANCER PATIENTS.-(1) Section 
1886(d)(l)(B)(iv) (42 U.S.C. 1395ww(d)(J)(B)(iv)) 
is amended-

( A) by inserting"(!)" after "(iv)"; and 
(B) by adding at the end the following: 
"(II) a hospital that first received payment 

under this subsection in 1986 which has an aver
age inpatient length of stay (as determined by 
the Secretary) of greater than 20 days and that 
has 80 percent or more of its annual medicare 
inpatient discharges with a principal diagnosis 
that reJZects a finding of neoplastic disease in 
the 12-month cost reporting period ending in fis
cal year 1997, or". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to cost reporting 
periods beginning on or after the date of the en
actment of this Act. 
SEC. 4418. TREATMENT OF CERTAIN CANCER HOS

PITALS. 
(a) IN GENERAL.-Section 1886(d)(l) (42 u.s.c. 

1395ww(d)(l)) is amended-
(1) in subparagraph (B)(v)-
( A) by inserting "(!)"after "(v)"; 
(B) by striking the semicolon at the end and 

inserting ", or"; and 
(C) by adding at the end the following: 
"(II) a hospital that was recognized as a com

prehensive cancer center or clinical cancer re
search center by the National Cancer Institute 
of the National Institutes of Health as of April 
20, 1983, that is located in a State which, as of 
December 19, 1989, was not operating a dem
onstration project under section 1814(b), that 
applied and was denied, on or before December 
31, 1990, for classification as a hospital involved 
extensively in treatment for or research on can
cer under this clause (as in effect on the day be
fore the date of the enactment of this sub
clause), that as of the date of the enactment of 
this subclause, is licensed for less than 50 acute 
care beds, and that demonstrates for the 4-year 
period ending on December 31, 1996, that at least 
50 percent of its total discharges have a prin
cipal finding of neoplastic disease, as defined in 
subparagraph (E);" and 

(2) by adding at the end the following: 
"(E) For purposes of subparagraph (B)(v)( II) 

only, the term 'principal finding of neoplastic 
disease' means the condition established after 
study to be chieJZy responsible for occasioning 
the admission of a patient to a hospital, except 
that only discharges with ICD-9-CM principal 
diagnosis codes of 140 through 239, V58.0, V58.l, 
V66.1, V66.2, or 990 will be considered to reJZect 
such a principal diagnosis.". 

(b) PAYMENT.-
(1) APPLICATION TO COST REPORTING PERl

ODS.-Any classification by reason of section 
1886(d)(l)(B)(v)(II) of the Social Security Act (42 
U.S.C. 1395ww(d)(l)(B)(v)(II)) (as added by sub
section (a)) shall apply to all cost reporting peri
ods beginning on or after January 1, 1991. 

(2) BASE YEAR.-Notwithstanding the provi
sions of section 1886(b)(3)(E) of such Act (42 
U.S.C. 1395ww(b)(3)(E)) or other provisions to 
the contrary, the base cost reporting period for 
purposes of determining the target amount for 
any hospital classified by reason of section 
1886(d)(l)(B)(v)(II) of such Act shall be either-

( A) the hospital's cost reporting period begin
ning during fiscal year 1990, or 

(B) pursuant to an election under 
1886(b)(3)(G) of such Act (42 U.S.C. 
1395ww(b)(3)(G)), as added in section 4413(b), 
the period provided for under such section. 
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(3) DEADLINE FOR PAYMENTS.-Any payments 

owed to a hospital by reason of this subsection 
shall be made expeditiously, but in no event 
later than 1 year after the date of the enactment 
of this Act. 
SEC. 4419. EUM.INATION OF EXEMPTIONS FOR 

CERTAIN HOSPITALS. 
(a) REDUCTION OF EXEMPTIONS.-
(1) IN GENERAL.-Section 1886(b)(4)(A)(i) (42 

U.S.C. 1395ww(b)(4)(A)(i)) is amended in the 
first sentence by striking ''The Secretary shall 
provide for an exemption f ram, or an exception 
and adjustment to, " and inserting "The Sec
retary shall provide for an exception and ad
justment to (and in the case of a hospital or 
unit described in subsection (d)(l)(B)(iii), may 
provide an exemption from) '' . 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to hospitals or 
units that first qualify as a hospital or unit de
scribed in section 1886(d)(l)(B) (42 U.S.C. 
1395ww(d)(l)(B)) for cost reporting periods be
ginning on or after October 1, 1997. 

(b) REPORT ON EXCEPTIONS.-The Secretary of 
Health and Human Services shall publish annu
ally in the Federal Register a report describing 
the total amount of payments made to hospitals 
by reason of section 1886(b)(4) of the Social Se
curity Act (42 U.S.C. 1395ww(b)(4)), as amended 
by subsection (a), ending during the previous 
fiscal year. 

Subchapter B-Prospective Payment System 
for PPS-Exempt Hospitals 

SEC. 4421. PROSPECTIVE PAYMENT FOR INPA
TIENT REHABILITATION HOSPITAL 
SERVICES. 

(a) IN GENERAL.-Section 1886 (42 U.S.C. 
1395ww) is amended by adding at the end the 
following new subsection: 

"(j) PROSPECTIVE PAYMENT FOR INPATIENT 
REHABILITATION SERVICES.-

"(1) PAYMENT DURING TRANSITION PERIOD.
"( A) IN GENERAL.-Notwithstanding section 

1814(b), but subject to the provisions of section 
1813, the amount of the payment with respect to 
the operating and capital costs of inpatient hos
pital services of a rehabilitation hospital or a re
habilitation unit (in this subsection referred to 
as a 'rehabilitation facility') , in a cost reporting 
period beginning on or after October 1, 2000, 
and before October 1, 2002, is equal to the sum 
of-

"(i) the TEFRA percentage (as defined in sub
paragraph (C)) of the amount that would have 
been paid under part A with respect to such 
costs if this subsection did not apply, and 

"(ii) the prospective payment percentage (as 
defined in subparagraph (C)) of the product of 
(I) the per unit payment rate established under 
this subsection for the fiscal year in which the 
payment unit of service occurs, and (II) the 
number of such payment units occurring in the 
cost reporting period. 

"(B) FULLY IMPLEMENTED SYSTEM.-Notwith
standing section 1814(b), but subject to the pro
visions of section 1813, the amount of the pay
ment with respect to the operating and capital 
costs of inpatient hospital services of a rehabili
tation facility for a payment unit in a cost re
porting period beginning on or after October 1, 
2002, is equal to the per unit payment rate es
tablished under this subsection for the fiscal 
year in which the payment unit of service oc
curs. 

"(C) TEFRA AND PROSPECTIVE PAYMENT PER
CENTAGES SPECIFIED.-For purposes of subpara
graph (A), for a cost reporting period begin
ning-

"(i) on or after October 1, 2000, and before Oc
tober 1, 2001 , the ·TE FRA percentage ' is 662h 
percent and the 'prospective payment percent
age' is 33113 percent; and 

"(ii) on or after October 1, 2001 , and before 
October 1, 2002, the 'TEFRA percentage' is 33113 

percent and the 'prospective payment percent
age' is 662h percent. 

"(D) PAYMENT UNIT.-For purposes of this 
subsection, the term 'payment unit' means a dis
charge, day of inpatient hospital services, or 
other unit of payment defined by the Secretary . 

"(2) PATIENT CASE MIX GROUPS.-
"( A) ESTABLISHMENT.-The Secretary shall es

tablish-
"(i) classes of patients of rehabilitation facili

ties (each in this subsection referred to as a 
'case mix group'), based on such factors as the 
Secretary deems appropriate, which may include 
impairment, age, related prior hospitalization, 
comorbidities, and functional capabil'ity of the 
patient; and 

"(ii) a method of classifying specific patients 
in rehabilitation facilities within these groups. 

"(B) WEIGHTING FACTORS.-For each case mix 
group the Secretary shall assign an appropriate 
weighting which reflects the relative facility re
sources used with respect to patients classified 
within that group compared to patients classi
fied within other groups. 

"(C) ADJUSTMENTS FOR CASE MIX.-
"(i) IN GENERAL.-The Secretary shall from 

time to time adjust the classifications and 
weighting factors established under this para
graph as appropriate to reflect changes in treat
ment patterns, technology, case mix, number of 
payment units for which payment is made under 
this title , and other factors which may affect 
the relative use of resources. Such adjustments 
shall be made in a manner so that changes in 
aggregate payments under the classification sys
tem are a result of real changes and are not a 
result of changes in coding that are unrelated to 
real changes in case mix. 

"(ii) ADJUSTMENT.-Insofar as the Secretary 
determines that such adjustments for a previous 
fiscal year (or estimates that such adjustments 
for a future fiscal year) did (or are likely to) re
sult in a change in aggregate payments under 
the classification system during the fiscal year 
that are a result of changes in the coding or 
Classification of patients that do not reflect real 
changes in case mix, the Secretary shall adjust 
the per payment unit payment rate for subse
quent years so as to eliminate the effect of such 
coding or classification changes. 

"(D) DATA COLLECTION.-The Secretary is au
thorized to require rehabilitation facilities that 
provide inpatient hospital services to submit 
such data as the Secretary deems necessary to 
establish and administer the prospective pay
ment system under this subsection. 
. "(3) PAYMENT RATE.-

"(A) IN GENERAL.-The Secretary shall deter
mine a prospective payment rate for each pay
ment unit for which such rehabilitation facility 
is entitled to receive payment under this title. 
Subject to subparagraph (B), such rate for pay
ment units occurring during a fiscal year shall 
be based on the average payment per payment 
unit under this title for inpatient operating and 
capital costs of rehabilitation facilities using the 
most recent data available (as estimated by the 
Secretary as of the date of establishment of the 
system) adjusted-

"(i) by updating such per-payment-unit 
amount to the J1scal year involved by the 
weighted average of the applicable percentage 
increases provided under subsection (b)(3)(B)(ii) 
(for cost reporting periods beginning during the 
fiscal year) covering the period from the mid
point of the period for such data through the 
midpoint of fiscal year 2000 and by an increase 
factor (described in subparagraph (C)) specified 
by the Secretary for subsequent fiscal years up 
to the fiscal year involved; 

"(ii) by reducing such rates by a factor equal 
to the proportion of payments under this sub
section (as estimated by the Secretary) based on 
prospective payment amounts which are addi-

tional payments described in paragraph (4) (re
lating to outlier and related payments); 

"(iii) for variations among rehabilitation fa
cilities by area under paragraph (6); 

" (iv) by the weighting factors established 
under paragraph (2)(B); and 

" (v) by such other factors as the Secretary de
termines are necessary to properly reflect vari
atfons in necessary costs of treatment among re
habilitation facilities. 

"(B) BUDGET NEUTRAL RATES.-The Secretary 
shall establish the prospective payment amounts 
under this subsection for payment units during 
fiscal years 2001 and 2002 at levels such that, in 
the Secretary 's estimation, the amount of total 
payments under this subsection for such fiscal 
years (including any payment adjustments pur
suant to paragraphs (4) and (6)) shall be equal 
to 98 percent of the amount of payments that 
would have been made under this title during 
the fiscal years for operating and capital costs 
of rehabilitation facilities had this subsection 
not been enacted. In establishing such payment 
amounts, the Secretary shall consider the effects 
of the prospective payment system established 
under this subsection on the total number of 
payment units from rehabilitation facilities and 
other factors described in subparagraph (A). 

"(C) INCREASE FACTOR.- For purposes Of this 
subsection for payment units in each fiscal year 
(beginning with fiscal year 2001), the Secretary 
shall establish an increase factor. Such factor 
shall be based on an appropriate percentage in
crease in a market basket of goods and services 
comprising services for which payment is made 
under this subsection, which may be the market 
basket percentage increase described in sub
section (b)(3)(B)(iii). 

"(4) OUTLIER AND SPECIAL PAYMENTS.
"( A) OUTLIERS.-
"(i) IN GENERAL.-The Secretary may provide 

for an additional payment to a rehabilitation 
facility for patients in a case mix group, based 
upon the patient being classified as an outlier 
based on an unusual length of stay, costs, or 
other factors specified by the Secretary. 

"(ii) PAYMENT BASED ON MARGINAL COST OF 
CARE.-The amount of such additional payment 
under clause (i) shall be determined by the Sec
retary and shall approximate the marginal cost 
of care beyond the cutoff point applicable under 
clause (i). 

"(iii) TOTAL PAYMENTS.-The total amount of 
the additional payments made under this sub
paragraph for payment units in a fiscal year 
may not exceed 5 percent of the total payments 
projected or estimated to be made based on pro
spective payment rates for payment units in 
that year. 

"(B) ADJUSTMENT.-The Secretary may pro
vide for such adjustments to the payment 
amounts under this subsection as the Secretary 
deems appropriate to take into account the 
unique circumstances of rehabilitation facilities 
located in Alaska and Hawaii. 

"(5) PUBLICATION.-The Secretary shall pro
vide for publication in the Federal Register, on 
or before August 1 before each fiscal year (be
ginning with fiscal year 2001), of the classifica
tion and weighting factors for case mix groups 
under paragraph (2) for such fiscal year and a 
description of the methodology and data used in 
computing the prospective payment rates under 
this subsection for that fiscal year. 

"(6) AREA WAGE ADJUSTMENT.-The Secretary 
shall adjust the proportion (as estimated by the 
Secretary from time to time) of rehabilitation fa
cilities' costs which are attributable to wages 
and wage-related costs, of the prospective pay
ment rates computed under paragraph (3) for 
area differences in wage levels by a factor (es
tablished by the Secretary) reflecting the rel
ative hospital wage level in the geographic area 
of the rehabilitation facility compared to the na
tional average wage level for such facilities. Not 
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later than October 1, 2001 (and at least every 36 
months thereafter), the Secretary shall update 
the factor under the preceding sentence on the 
basis of information available to the Secretary 
(and updated as appropriate) of the wages and 
wage-related costs incurred in furnishing reha
bilitation services. Any adjustments or updates 
made under this paragraph for a fiscal year 
shall be made in a manner that assures that the 
aggregated payments under this subsection in 
the fiscal year are not greater or less than those 
that would have been made in the year without 
such adjustment. 

" (7) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under sec
tion 1869, 1878, or otherwise of the establishment 
of-

"( A) case mix groups, of the methodology for 
the classification of patients within such 
groups, and of the appropriate weighting fac
tors thereof under paragraph (2), 

"(B) the prospective payment rates under 
paragraph (3), 

"(C) outlier and special payments under para
graph (4), and 

"(D) area wage adjustments under paragraph 
(6). ". 

(b) CONFORMING AMENDMENTS.-Section 
1886(b) (42 U.S.C. 139Sww(b)) is amended-

(1) in paragraph (1), by inserting "and other 
than a rehabilitation facility described in sub
section (j)(l)" after "subsection (d)(l)(B)", and 

(2) in paragraph (3)(B)(i), by inserting "and 
subsection (j)" after "For purposes of subsection 
(d)". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply to cost reporting peri
ods beginning on or after October 1, 2000, except 
that the Secretary of Health and Human Serv
ices may require the submission of data under 
section 1886(j)(2)(D) of the Social Security Act 
(as added by subsection (a)) on and after the 
date of the enactment of this section. 
SEC. 4422. DEVELOPMENI' OF PROPOSAL ON PAY· 

MENI'S FOR LONG·TERM CARE HOS 
PITALS. 

(a) IN GENERAL.-
(1) LEGISLATIVE PROPOSAL.-The Secretary of 

Health and Human Services shall develop a leg
islative proposal for establishing a case-mix ad
justed prospective payment system for payment 
of long-term care hospitals described in section 
1886(d)(l)(B)(iv) of the Social Security Act (42 
U.S.C. 139Sww(d)(l)(B)(iv)) under the medicare 
program. Such system shall include an adequate 
patient classification system that reflects the 
differences in patient resource use and costs 
among such hospitals. 

(2) COLLECTION OF DATA AND EVALUATION.-ln 
developing the legislative proposal described in 
paragraph (1), the Secretary-

( A) may require such long-term care hospitals 
to submit such information to the Secretary as 
the Secretary may require to develop the pro
posal; and 

(B) shall consider several payment methodolo
gies, including the feasibility of expanding the 
current diagnosis-related groups and prospec
tive payment system established under section 
1886(d) of the Social Security Act to apply to 
payments under the medicare program to long
term care hospitals. 

(b) REPORT.-Not later than October 1, 1999, 
the Secretary shall submit to the appropriate 
committees of Congress a report that includes 
the legislative proposal developed under sub
section (a)(!). 

CHAPTER 3-PAYMENT FOR SKILLED 
NURSING FACILITIES 

SEC. 4431. EXTENSION OF COST LIMITS. 
The last sentence of section 1888(a) (42 U.S.C. 

139Syy(a)) is amended by striking "subsection" 
the last place it appears and all that follows 
and inserting "subsection, except that the limits 

effective for cost reporting periods beginning on 
or after October 1, 1997, shall be based on the 
limits effective for cost reporting periods begin
ning on or after October 1, 1996. ". 
SEC. 448J. PROSPECTIVE PAYMENT FOR SKILLED 

NURSING FACILITY SER VICES. 
(a) JN GENERAL.-Section 1888 (42 u.s.c. 

139Syy) is amended by adding at the end the fol 
lowing new subsection: 

"(e) PROSPECTIVE PAYMENT.-
' '(1) PAYMENT PROVISION.-Notwithstanding 

any other provision of this title, subject to para
graph (7), the amount of the payment for all 
costs (as defined in paragraph (2)(B)) of covered 
skilled nursing facility services (as defined in 
paragraph (2)(A)) for each day of such services 
furnished-

"( A) in a cost reporting period during the 
transition period (as defined in paragraph 
(2)(E)), is equal to the sum of-

"(i) the non-Federal percentage of the facil
ity-specific per diem rate (computed under para
graph (3)), and 

"(ii) the Federal percentage of the adjusted 
Federal per diem rate (determined under para
graph (4)) applicable to the facility; and 

"(B) after the transition period is equal to the 
adjusted Federal per diem rate applicable to the 
facility . 

"(2) DEFINITIONS.-For purposes of this sub
section: 

"(A) COVERED SKILLED NURSING FACILITY 
SERVICES.-

"(i) IN GENERAL.-The term 'covered skilled 
nursing facility services'-

"(!) means post-hospital extended care serv
ices as defined in section 1861(i) for which bene
fits are provided under part A; and 

"(II) includes all items and services (other 
than services described in clause (ii)) for which 
payment may be made under part B and which 
are furnished to an individual who is a resident 
of a skilled nursing facility during the period in 
which the individual is provided covered post
hospital extended care services. 

"(i'i) SERVICES EXCLUDED.- Services described 
in this clause are physicians' services, services 
described by clauses (i) through (ii'i) of section 
1861(s)(2)(K), certified nurse-midwife services, 
qualified psychologist services, services of acer
tified registered nurse anesthetist, items and 
services described in subparagraphs (F) and (0) 
of section 1861(s)(2), and, only with respect to 
services furnished during 1998, the transpor
tation costs of electrocardiogram equipment for 
electrocardiogram test services (HCPCS Code 
R0076) . Services described in this clause do not 
include any physical, occupational, or speech
language therapy services regardless of whether 
or not the services are furnished by, or under 
the supervision of, a physician or other health 
care professional. 

" (B) ALL COSTS.-The term 'all costs' means 
routine service costs, ancillary costs, and cap
ital-related costs of covered skilled nursing f acil
ity services, but does not include costs associ
ated with approved educational activities. 

" (C) NON-FEDERAL PERCENTAGE; FEDERAL PER
CENT AGE.-For-

" (i) the first cost reporting period (as defined 
in subparagraph (D)) of a facility, the 'non
Federal percentage ' is 7S percent and the 'Fed
eral percentage' is 2S percent; 

"(ii) the next cost reporting period of such fa
cility, the 'non-Federal percentage' is SO percent 
and the 'Federal percentage' is SO percent; and 

"(iii) the subsequent cost reporting period of 
such facility, the 'non-Federal percentage' is 25 
percent and the 'Federal percentage' is 7S per
cent. 

" (D) FIRST COST REPORTING PERIOD.-The 
term 'first cost reporting period' means, with re
spect to a skilled nursing facility, the first cost 
reporting period of the facility beginning on or 
after July 1, 1998. 

"(E) TRANSITION PERIOD.-
"(i) IN GENERAL.-The term 'transition period ' 

means, with respect to a skilled nursing facility, 
the 3 cost reporting periods of the facility begin
ning with the first cost reporting period. 

"(ii) TREATMENT OF NEW SKILLED NURSING FA
CILJTJES.-ln the case of a skilled nurstng facil
ity that first received payment for services under 
thts title on or after October 1, 1995, payment for 
such services shall be made under this sub
section as if all services were furnished after the 
transition period. 

"(3) DETERMINATION OF FACILITY SPECIFIC PER 
DIEM RATES.-The Secretary shall determine a 
facility-specific per diem rate for each skilled 
nursing facility not described in paragraph 
(2)(E)(ii) for a cost reporting period as follows: 

"(A) DETERMINING BASE PAYMENTS.-The Sec
retary shall determine, on a per diem basis, the 
total of-

"(i) the allowable costs of extended care serv
ices for the facility for cost reporting periods be
ginning in fiscal year 1995, including costs asso
ciated with facilities described in subsection (d), 
with appropriate adjustments (as determined by 
the Secretary) to non-settled cost reports, and 

"(ii) an estimate of the amounts that would be 
payable under part B (disregarding any appli
cable deductibles, coinsurance, and copayments) 
for covered skilled nursing facility services de
scribed in paragraph (2)(A)(i)(Il) furnished dur
ing such period to an individual who is a resi
dent of the facility, regardless of whether or not 
the payment was made to the facility or to an
other entity. 
In making appropriate adjustments under 
clause (i), the Secretary shall take into account 
exceptions and shall take into account exemp
tions but, with respect to exemptions, only to 
the extent that routine costs do not exceed 1SO 
percent of the routine cost limits otherwise ap
plicable but for the exemption. 

"(B) UPDATE TO FIRST COST REPORTING PE
RIOD.-

"(i) IN GENERAL.-Subject to clause (ii), the 
Secretary shall update the amount determined 
under subparagraph (A), for each cost reporting 
period after the cost reporting period described 
in subparagraph ( A)(i) and up to the first cost 
reporting period by a factor equal to the skilled 
nursing facility market basket percentage in
crease minus 1 percentage point. 

"(ii) CERTAIN DEMONSTRATION PROJECTS.-ln 
the case of a facility participating in the Nurs
ing Home Case-Mix and Quality Demonstration 
(RUGS-Ill), there shall be substituted for the 
amount described in clause (i) the RUGS-III 
rate received by the facility for 1997. 

"(C) UPDATING TO APPLICABLE COST REPORT
ING PERIOD.- The Secretary shall update the 
amount determined under subparagraph (B) for 
each cost reporting period beginning with the 
first cost reporting period and up to and includ
ing the cost reporting period involved by a fac
tor equal to the facility-specific update factor . 

"(D) FACILITY-SPECIFIC UPDATE FACTOR.-For 
purposes of this paragraph, the 'facil'ity-specific 
update factor' for cost reporting periods begin
ning during-

"(i) during each of fiscal years 1998 and 1999, 
is equal to the skilled nursing facility market 
basket percentage increase for such fiscal year 
minus 1 percentage point, and 

"(ii) during each subsequent fiscal year is 
equal to the skilled nursing facility market bas
ket percentage increase for such fiscal year. 

"(4) FEDERAL PER DIEM RATE.-
" ( A) DETERMINATION OF HISTORJCAL PER DIEM 

FOR FACILITIES.-For each skilled nursing facil
ity that received payments for post-hospital ex
tended care services during a cost reporting pe
riod beginning in fiscal year 199S and that was 
subject to (and not exempted from) the per diem 
limits referred to in paragraph (1) or (2) of sub
section (a) (and facilities described in subsection 
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(d)), the Secretary shall estimate, on a per diem 
basis for such cost reporting period, the total 
of-

"(i) the allowable costs of extended care serv
ices (excluding exceptions payments) for the fa
cility for cost reporting periods beginning in 
1995 with appropriate adjustments (as deter
mined by the Secretary) to non-settled cost re
ports, and 

"(ii) an estimate of the amounts that would be 
payable under part B (disregarding any appli
cable deductibles, coinsurance, and copayments) 
for covered skilled nursing facility services de
scribed in paragraph (2)( A)(i)( II) furnished dur
ing such period to an individual who is a resi
dent of the facility, regardless of whether or not 
the payment was made to the facility or to an
other entity. 

"(B) UPDATE TO FIRST FISCAL YEAR.-The Sec
retary shall update the amount determined 
under subparagraph (A) , for each cost reporting 
period after the cost reporting period described 
in subparagraph ( A)(i) and up to the first cost 
reporting period by a factor equal to the skilled 
nursing facility market basket percentage in
crease reduced (on an annualized basis) by 1 
percentage point. 

"(C) COMPUTATION OF STANDARDIZED PER 
DIEM RATE.-The Secretary shall standardize 
the amount updated under subparagraph (B) 
for each facility by-

"(i) adjusting for variations among facilities 
by area in the average facility wage level per 
diem, and 

"(ii) adjusting for variations in case mix per 
diem among facilities. 

"(D) COMPUTATION OF WEIGHTED AVERAGE 
PER DIEM RATES.-

"(i) ALL FAC!LITIES.-The Secretary shall 
compute a weighted average per diem rate for 
all facilities by computing an average of the 
standardized amounts computed under subpara
graph (C), weighted for each facility by the 
number of days of extended care services fur
nished during the cost reporting period ref erred 
to in subparagraph (A). 

"(ii) FREESTANDING FACILITIES.-The Sec
retary shall compute a weighted average per 
diem rate for freestanding facilities by com
puting an average of the standardized amounts 
computed under subparagraph (C) only for such 
facilities, weighted for each facility by the num
ber of days of extended care services furnished 
during the cost reporting period ref erred to in 
subparagraph (A). 

" (iii) SEPARATE COMPUTATION.- The Secretary 
may compute and apply such averages sepa
rately for facilities located in urban and rural 
areas (as defined in section 1886(d)(2)(D)). 

"(E) UPDATING.-
"(i) INITIAL PERIOD.-For the initial period be

ginning on July 1, 1998, and ending on Sep
tember 30, 1999, the Secretary shall compute for 
skilled nursing facilities an unadjusted federal 
per diem rate equal to the average of the weight
ed average per diem rates computed under 
clauses (i) and (ii) of subparagraph (D), in
creased by skilled nursing facility market basket 
percentage change for such period minus 1 per
centage point. 

"(ii) SUBSEQUENT FISCAL YEARS.-The Sec
retary shall compute an unadjusted federal per 
diem rate equal to the federal per diem rate com
puted under this subparagraph-

" (1) for fiscal year 2000, the rate computed for 
the initial period described in clause (i), in
creased by the skilled nursing facility market 
basket percentage change for the initial period 
minus 1 percentage point; 

"(If) for each of fiscal years 2001 and 2002, the 
rate computed for the previous fiscal year in
creased by the skilled nv.rsing facility market 
basket percentage change for the fiscal year in
volved minus 1 percentage point; and 

"(III) for each subsequent fiscal year, the rate 
computed for the previous fiscal year increased 
by the skilled nursing facility market basket 
percentage change for the fiscal year involved. 

"(F) ADJUSTMENT FOR CASE MIX CREEP.-Inso
f ar as the Secretary determines that the adjust
ments under subparagraph (G)(i) for a previous 
fiscal year (or estimates that such adjustments 
for a future fiscal year) did (or are likely to) re
sult in a change in aggregate payments under 
this subsection during the fiscal year that are a 
result of changes in the coding or classification 
of residents that do not reflect real changes in 
case mix , the Secretary may adjust unadjusted 
Federal per diem rates for subsequent fiscal 
years so as to eliminate the effect of such coding 
or classification changes. 

"(G) DETERMINATION OF FEDERAL RATE.-The 
Secretary shall compute for each skilled nursing 
facility for each fiscal year (beginning with the 
initial period described in subparagraph (E)(i)) 
an adjusted Federal per diem rate equal to the 
unadjusted Federal per diem rate determined 
under subparagraph (E), as adjusted under sub
paragraph ( F), and as further adjusted as f al
lows: 

"(i) ADJUSTMENT FOR CASE MIX.-The Sec
retary shall provide for an appropriate adjust
ment to account for case mix. Such adjustment 
shall be based on a resident classification sys
tem, established by the Secretary, that accounts 
for the relative resource utilization of different 
patient types. The case mix adjustment shall be 
based on resident assessment data and other 
data that the Secretary considers appropriate. 

"(ii) ADJUSTMENT FOR GEOGRAPHIC VARI
ATIONS IN LABOR COSTS.-The Secretary shall 
adjust the portion of such per diem rate attrib
utable to wages and wage-related costs for the 
area in which the facility is located compared to 
the national average of such costs using an ap
propriate wage index as determined by the Sec
retary . Such adjustment shall be done in a man
ner that does not result in aggregate payments 
under this subsection that are greater or less 
than those that would otherwise be made if such 
adjustment had not been made. 

"(H) PUBLICATION OF INFORMATION ON PER 
DIEM RATES.-The Secretary shall provide for 
publication in the Federal Register, before May 
1, 1998 (with respect to fiscal period described in 
subparagraph (E)(i)) and before the August 1 
preceding each succeeding fiscal year (with re
spect to that succeeding fiscal year), of-

"(i) the unadjusted Federal per diem rates to 
be applied to days of covered skilled nursing fa
cility services furnished during the fiscal year, 

"(ii) the case mix classification system to be 
applied under subparagraph (G)(i) with respect 
to such services during the fiscal year, and 

"(iii) the factors to be applied in making the 
area wage adjustment under subparagraph 
(G)(i'i) with respect to such services. 

"(5) SKILLED NURSING FACILITY MARKET BAS
KET INDEX AND PERCENTAGE.-For purposes of 
this subsection: 

"(A) SKILLED NURSING FACILITY MARKET BAS
KET INDEX.-The Secretary shall establish a 
skilled nursing facility market basket index that 
reflects changes over time in the prices of an ap
propriate mix of goods and services included in 
covered skilled nursing facility services. 

"(B) SKILLED NURSING FACILITY MARKET BAS
KET PERCENTAGE.- The term 'skilled nursing fa
cility market basket percentage' means, for a fis
cal year or other annual period and as cal
culated by the Secretary, the percentage change 
in the skilled nursing facility market basket 
index (established under subparagraph (A)) 
from the midpoint of the prior fiscal year (or pe
riod) to the midpoint of the fiscal year (or other 
period) involved. 

" (6) SUBMISSION OF RESIDENT ASSESSMENT 
DATA.-A skilled nursing facility , or a facility 

described in paragraph (7)(B), shall provide the 
Secretary , in a manner and within the time
frames prescribed by the Secretary, the resident 
assessment data necessary to develop and imple
ment the rates under this subsection. For pur
poses of meeting such requirement, a skilled 
nursing facility, or a facility described in para
graph (7). may submit the resident assessment 
data required under section 1819(b)(3), using the 
standard instrument designated by the State 
under section 1819(e)(5). 

"(7) TRANSITION FOR MEDICARE SWING BED 
HOSPITALS.-

"( A) IN GENERAL.-The Secretary shall deter
mine an appropriate manner in which to apply 
this subsection to the facilities described in sub
paragraph (B), taking into account the purposes 
of this subsection, and shall provide that at the 
end of the transition period (as defined in para
graph (2)(E)) such facilities shall be paid only 
under this subsection. Payment shall not be 
made under this subsection to such facilities for 
cost reporting periods beginning before such 
date (not earlier than July 1, 1999) as the Sec
retary specifies. 

"(B) FACILITIES DESCRIBED.-The facilities de
scribed in this subparagraph are facilities that 
have in effect an agreement described in section 
1883, for which payment is made for the fur
nishing of extended care services on a reason
able cost basis under section 1814(l) (as in effect 
on and after such date). 

"(8) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under sec
tion 1869, 1878, or otherwise of-

"( A) the establishment of Federal per diem 
rates under paragraph (4), including the com
putation of the standardized per diem rates 
under paragraph (4)(C). adjustments and cor
rections for case mix under paragraphs (4)(F) 
and (4)(G)(i), and adjustments for variations in 
labor-related costs under paragraph (4)(G)(ii); 

"(B) the establishment of facility specific rates 
before January 1, 1999, (except any determina
tion of costs paid under part A of this title); and 

"(C) the establishment of transitional 
amounts under paragraph (7). ". 

(b) CONSOLIDATED BILLING.-
(1) FOR SNF SERVICES.-Sect'ion 1862(a) (42 

U.S.C. 1395y(a)), as ·amended by 4319(b), is 
amended-

( A) by striking "or" at the end of paragraph 
(16). 

(B) by striking the period at the end of para
graph (17) and inserting "; or", and 

(C) by · inserting after paragraph (17) the fol
lowing new paragraph: 

"(18) which are covered skilled nursing facil
ity services described in section 1888(e)(2)(A)(i) 
and which are furnished to an individual who 
is a resident of a skilled nursing facility or of a 
part of a facility that includes a skilled nursing 
facility (as determined under regulations). by an 
entity other than the skilled nursing facility, 
unless the services are furnished under arrange
ments (as defined in section 1861(w)(l)) with the 
entity made by the skilled nursing facility.". 

(2) REQUIRING PAYMENT FOR ALL PART B ITEMS 
AND SERVICES TO BE MADE TO FACILITY.-The 
first sentence of section 1842(b)(6) (42 U.S.C. 
1395u(b)(6)) is amended-

(A) by striking "and (D)" and inserting 
"(D)"; and 

(B) by striking the period at the end and in
serting the following: ", and (E) in the case of 
an item or service (other than services described 
in section 1888(e)(2)(A)(ii)) furnished to an indi
vidual who (at the time the item or service is 
furnished) is a resident of a skilled nursing fa
cility or of a part of a facility that includes a 
skilled nursing facility (as determined under 
regulations), payment shall be made to the f acil
ity (without regard to whether or not the item or 
service was furnished by the facility, by others 
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under arrangement with them made by the f acil
ity, under any other contracting or consulting 
arrangement, or otherwise).". 

(3) PAYMENT RULES.-Section 1888(e) (42 
U.S.C. 1395yy(e)), as added by subsection (a), is 
amended by adding at the end the following: 

"(9) PAYMENT FOR CERTAIN SERVICES.-In the 
case of an item or service furnished to a resident 
of a skilled nursing facility or a part of a facil
ity that includes a skilled nursing facility (as 
determined under regulations) for which pay
ment would (but for this paragraph) be made 
under part B in an amount determined in ac
cordance with section 1833(a)(2)(B), the amount 
of the payment under such part shall be the 
amount provided under the fee schedule for 
such item or service. 

"(10) REQUIRED CODING.-No payment may be 
made under part B for items and services (other 
than services described in paragraph (2)(A)(ii)) 
furnished to an individual who is a resident of 
a skilled nursing facility or of a part of a facil
ity that includes a skilled nursing facility (as 
determined under regulations), unless the claim 
for such payment includes a code (or codes) 
under a uniform coding system specified by the 
Secretary that identifies the items or services 
furnished.' ' 

(4) FACILITY PROVIDER NUMBER REQUIRED ON 
CLAIMS SUBMITTED BY PHYSICIANS.- Section 1842 
(42 U.S.C. 1395u) is amended by adding at the 
end the fallowing new section: 

"(t) Each request for payment, or bill sub
mitted, for an item or service furnished by a 
physician to an individual who is a resident of 
a skilled nursing facility or of a part of a facil
ity that includes a skilled nursing facility (as 
determined under regulations), for which pay
ment may be made under this part shall include 
the facility's medicare provider number." 

(5) CONFORMING AMENDMENTS.-
(A) Section 1819(b)(3)(C)(i) (42 U.S.C. 1395i-

3(b)(3)(C)(i)) is amended by striking "Such" and 
inserting "Subject to the timeframes prescribed 
by the Secretary under section 1888(e)(6), such". 

(B) Section 1832(a)(l) (42 U.S.C. 1395k(a)(l)) is 
amended by striking "(2):"· and inserting "(2) 
and section 1842(b)(6)(E); ". 

(C) Section 1833(a)(2)(B) (42 U.S.C. 
1395l(a)(2)(B)) is amended by inserting "or sec
tion 1888(e)(9)" after "section 1886". 

(D) Section 1861(h) (42 U.S.C 1395x(h)) is 
amended-

(i) in the opening paragraph, by striking 
"paragraphs (3) and (6)" and inserting "para
graphs (3), (6), and (7)", and 

(ii) in paragraph (7), after "skilled nursing fa
cilities"·, by inserting ", or by others under ar
rangements with them made by the facility". 

(E) Section 1861(v)(7)(D) (42 U.S.C. 
1395x(v)(7)(D)) is amended by inserting "sub
sections (a) through (c) of" before "section 
1888.". 

(F) Section 1866(a)(l)(H) (42 U.s:c. 
1395cc(a)(l)(H)) is amended-

(i) by redesignating clauses (i) and (ii) as sub
clauses (I) and (II) respectively, 

(ii) by inserting "(i)" after " (H)" , and 
(iii) by adding after clause (i), as so redesig

nated, the fallowing new clause: 
"(ii) in the case of skilled nursing facilities 

which provide covered skilled nursing facility 
services-

"(!) that are furnished to an individual who 
is a resident of the skilled nursing facility, and 

"(II) for which the individual is entitled to 
have payment made under this title, 
to have items and services (other than services . 
described in section 1888(e)(2)(A)(ii)) furnished 
by the skilled nursing facility or otherwise 
under arrangements (as defined in section 
1861(w)(l)) made by the skilled nursing facil-
ity,". . 

(G) Section 1883(a)(2)(B)(ii)( II) (42 U.S.C. 
1395tt(a)(2)(B)(ii)(II)) is amended by inserting 

"subsections (a) through (d) of" before "section 
1888". 

(H) Section 1888(d)(l) (42 U.S.C. 1395yy(d)(l)) 
is amended by striking "Any skilled nursing fa
cility" and inserting "Subject to subsection (e), 
any skilled nursing facility". 

(c) MEDICAL REVIEW PROCESS.-In order to 
ensure that medicare beneficiaries are furnished 
appropriate services in skilled nursing facilities, 
the Secretary of Health and Human Services 
shall establish and implement a thorough med
ical review process to examine the effects of the 
amendments made by this section on the quality 
of covered skilled nursing facility services fur
nished to medicare beneficiaries. In developing 
such a medical review process, the Secretary 
shall place a particular emphasis on the quality 
of non-routine covered services and physicians' 
services for which payment is made under title 
XVIII of the Social Security Act. 

(d) EFFECTIVE DATE.-The amendments made 
by this section are effective for cost reporting 
periods beginning on or after July 1, 1998; except 
that the amendments made by subsection (b) 
shall apply to items and services furnished on or 
after July 1, 1998. 

CHAPTER 4-PROVISIONS RELATED TO 
HOSPICE SERVICES 

SEC. 4441. PAYMENTS FOR HOSPICE SERVICES. 
(a) PAYMENT UPDATE.-Section 

1814(i)(l)(C)(ii) (42 U.S.C. 1395f(i)(l)(C)(ii)) is 
amended-

(1) in subclause (V), by striking "and" at the 
end; 

(2) by redesignating subclause (VI) as sub
clause (VII); and 

(3) by inserting after subclause (V) the fol
lowing new subclause: 

"(VI) for each of fiscal years 1998 through 
2002, the market basket percentage increase for 
the fiscal year involved minus 1.0 percentage 
points; and". 

(b) COLLECTION OF DATA.-Section 1814(i) (42 
U.S.C. 1395f(i)) is amended by adding at the end 
the fallowing new paragraph: 

"(3) Hospice programs providing hospice care 
for which payment is made under this sub
section shall submit to the Secretary such data 
with respect to the costs for providing such care 
for each fiscal year, beginning with fiscal year 
1999, as the Secretary determines necessary.". 
SEC. 4442. PAYMENT FOR HOME HOSPICE CARE 

BASED ON LOCATION WHERE CARE 
IS FURNISHED. 

(a) IN GENERAL.-Section 1814(i)(2) (42 u.s.c . . 
1395f(i)(2)) is amended by adding at the end the 
following: 

"(D) A hospice program shall submit claims 
for payment for hospice care furnished in an in
dividual's home under this title only on the 
basis of the geographic location at which the 
service is furnished, as determined by the Sec
retary.". 

(b) EFFECTIVE DATE.- The amendment made 
by subsection (a) applies to cost reporting peri
ods beginning on or after October 1, 1997. 
SEC. 4443. HOSPICE CARE BENEFITS PERIODS. 

(a) RESTRUCTURING OF BENEFIT PERIOD.-Sec
tion 1812 (42 U.S.C. 1395d) is amended in sub
sections (a)(4) and (d)(l) by striking " , a subse
quent period of 30 days, and a subsequent ex
tension period .. and inserting "and an unlim
ited number of subsequent periods of 60 days 
each". 

(b) CONFORMING AMENDMENTS.-(1) Section 
1812 (42 U.S.C. 1395d) is amended in subsection 
(d)(2)(B) by striking "90- or 30-day period or a 
subsequent extension period" and inserting "90-
day period or a subsequent 60-day period". 

(2) Section 1814(a)(7)(A) (42 U.S.C. 
1395f(a)(7)(A)) is amended-

( A) in clause (i), by inserting "and" at the 
end; 

( B) in clause (ii)-

(i) by striking "30-day" and inserting "60-
day ";and 

(ii) by striking ", and" at the end and insert
ing a period; and 

(C) by striking clause (iii). 
SEC. 4444. OTHER ITEMS AND SERVICES IN

CLUDED IN HOSPICE CARE. 
(a) IN GENERAL.-Section 1861(dd)(l) (42 

U.S.C. 1395x(dd)(l)) is amended-
(1) in subparagraph (G), by striking "and" at 

the end; 
(2) in subparagraph (H), by striking the pe

riod at the end and inserting ",and"; and 
(3) by inserting after subparagraph (H) the 

following : 
"(I) any other item or service which is speci

fied in the plan and for which payment may 
otherwise be made under this title.". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall apply with respect to 
items or services furnished on or after April 1, 
1998. 
SEC. 4445. CONTRACTING WITH INDEPENDENT 

PHYSICIANS OR PHYSICIAN GROUPS 
FOR HOSPICE CARE SERVICES PER
MI1TED. 

Section 1861(dd)(2) (42 U.S.C. 1395x(dd)(2)) is 
amended-

(1) in subparagraph (A)(ii)(I), by striking 
"(F), ";and 

(2) in subparagraph (B)(i), by inserting "or, 
in the case of a physician described in subclause 
(I) , under contract with" after "employed by". 
SEC. 4446. WAIVER OF CERTAlN STAFFING RE-

QUIREMENTS FOR HOSPICE CARE 
PROGRAMS IN NONURBANIZED 
AREAS. 

Section 1861(dd)(5) (42 U.S.C. 1395x(dd)(5)) is 
amended-

(1) in subparagraph (B), by inserting "or (C)" 
after ' 'subparagraph (A)'' each place it appears; 
and 

(2) by adding at the end the following : 
"(C) The Secretary may waive the require

ments of paragraph (2)(A)(i) and (2)(A)(ii) for 
an agency or organization with respect to the 
services described in paragraph (l)(B) and, with 
respect to dietary counseling, paragraph (l)(H), 
if such agency or organization-

" (i) is located in an area which is not an ur
banized area (as defined by the Bureau of Cen
sus), and 

"(ii) demonstrates to the satisfaction of the 
Secretary that the agency or organization has 
been unable, despite diligent eff arts, to recruit 
appropriate personnel.". 
SEC. 4447. LIMITATION ON LIABILITY OF BENE

FICIARIES FOR CERTAIN HOSPICE 
COVERAGE DENIALS. 

Section 1879(g) (42 U.S.C. 1395pp(g)) is amend
ed-

(1) by redeS'ignating paragraphs (1) and (2) as 
subparagraphs (A) and (B), respectively, and 
moving such subparagraphs 2 ems to the right; 

(2) by striking "is," and inserting "is-"; 
(3) by making the remaining text of subsection 

(g), as amended, that follows "is-" a new 
paragraph (1) and indenting such paragraph 2 
ems to the right; 

( 4) by striking the period at the end and in
serting ";and"; and 

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

"(2) with respect to the provision of hospice 
care to an individual, a determination that the 
individual is not terminally ill.". 
SEC. 4448. EXTENDING THE PERIOD FOR PHYSI

CIAN CERTIFICATION OF AN INDI
VIDUAL'S TERMINAL ILLNESS. 

Section 1814(a)(7)(A)(i) (42 U.S.C. 
1395f(a)(7)(A)(i)) is amended in the matter fol
lowing subclause (II) by striking ", not later 
than 2 days after hospice care is initiated (or, if 
each certify verbally not later than 2 days after 
hospice care is initiated, not later than 8 days 
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after such care is initiated)" and inserting " at 
the beginning of the period". 
SEC. 4449. EFFECTWE DATE. 

Except as otherwise provided in this chapter, 
the amendments made by this chapter apply to 
benefits provided on or after the date of the en
actment of this chapter, regardless of whether or 
not an individual has made an election under 
section 1812(d) of the Social Security Act (42 
U.S.C. 1395d(d)) before such date. 

CHAPTER 5-0THER PAYMENT 
PROVISIONS 

SEC. 4451. REDUCTIONS IN PAYMENTS FOR EN
ROLLEE BAD DEBT. 

Section 1861(v)(1) (42 U.S.C. 1395x(v)(1)) is 
amended by adding at the end the following 
new subparagraph: 

"(T) In determining such reasonable costs for 
hospitals , no reduction in copayments under 
section 1833(t)(5)(B) shall be treated as a bad 
debt and the amount of bad debts otherwise 
treated as allowable costs which are attributable 
to the deductibles and coinsurance amounts 
under this title shall be reduced-

"(i) for cost reporting periods beginning dur
ing fiscal year 1998, by 25 percent of such 
amount otherwise allowable, 

"(ii) for cost reporting periods beginning dur
ing fiscal year 1999, by 40 percent of such 
amount otherwise allowable, and 

"(iii) for cost reporting periods beginning dur
ing a subsequent fiscal year, by 45 percent of 
such amount otherwise allowable.". 
SEC. 4452. PERMANENT EXTENSION OF HEMO

PHIUA PASS-THROUGH PAYMENT. 
Section 6011(d) of OBRA- 1989 (as amended by 

section 13505 of OBRA-1993) is amended by 
striking "and shall expire September 30, 1994." 
and inserting "and on or before September 30, 
1994, and on or after October 1, 1997. ". 
SEC. 4453. REDUCTION IN PART A MEDICARE PRE

MIUM FOR CERTAIN PUBLIC RETIR
EES. 

(a) IN GENERAL.-Section 1818(d) (42 u.s.c. 
1395i-2(d)) is amended-

(1) in paragraph (2), by striking "paragraph 
(4)" and inserting "paragraphs (4) and (5)"; 
and 

(2) by adding at the end the fallowing new 
paragraph: · 

"(5)( A) The amount of the monthly premium 
shall be zero in the case of an individual who is 
a person described in subparagraph (B) for a 
month, if-

"(i) the individual's premium under this sec
tion for the month is not (and will not be) paid 
for, in whole or in part, by a State (under title 
XIX or otherwise), a political subdivision of a 
State, or an agency or instrumentality of one or 
more States or political subdivisions thereof; and 

" (ii) in each of 84 months before such month, 
the individual was enrolled in this part under 
this section and the payment of the individual's 
premium under this section for the month was 
not paid for, in whole or in part, by a State 
(under title XIX or otherwise), a political sub
division of a State, or an agency or instrumen
tality of one or more States or political subdivi
sions thereof. 

"(B) A person described in this subparagraph 
for a month is a person who establishes to the 
satisfaction of the Secretary that, as of the last 
day of the previous month-

"(i)( l) the person was receiving cash benefits 
under a qualified State or local government re
tirement system (as defined in subparagraph 
(C)) on the basis of the person's employment in 
one or more positions covered under any such 
system, and (JI) the person would have at least 
40 quarters of coverage under title JI if remu
neration for medicare qualified government em
ployment (as defined in paragraph (1) of section 
210(p), but determined without regard to para
graph (3) of such section) paid to such person 

were treated as wages paid to such person and 
credited for purposes of determining quarters of 
coverage under section 213; 

"(ii)( I) the person was married (and had been 
married for the previous 1-year period) to an in
dividual who is described in clause (i), or (JI) 
the person met the requirement of clause (i)(JI) 
and was married (and had been married for the 
previous 1-year period) to an individual de
scribed in clause (i)(J); 

"(iii) the person had been married to an indi
vidual for a period of at least 1 year (at the time 
of such individual's death) if (I) the individual 
was described in clause (i) at the time of the ·in
dividual's death , or (JI) the person met the re
quirement of clause (i)(ll) and the individual 
was described in clause (i)(l) at the time of the 
individual's death; or 

"(iv) the person is divorced from an individual 
and had been married to the individual for ape
riod of at least 10 years (at the time of the di
vorce) if (I) the individual was described in 
clause (i) at the time of the divorce, or (JI) the 
person met the requirement of clause (i)(JI) and 
the individual was described in clause (i)( I) at 
the time of the divorce. 

"(C) For purposes of subparagraph (B)(i)(l), 
the term 'qualified State or local government re
tirement system' means a retirement system 
that-

"(i) is established or maintained by a State or 
political subdivision thereof, or an agency or in
strumentality of one or more States or political 
subdivisions thereof; 

"(ii) covers positions of some or all employees 
of such a State, subdivision, agency, or instru
mentality; and 

"(iii) does not adjust cash retirement benefits 
based on eligibility for a reduction in premium 
under this paragraph.''. 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) shall apply to premiums for 
months beginning with January 1998, and 
months before such month may be taken into ac
count for purposes of meeting the requirement of 
section 1818(d)(5)(B)(iii) of the Social Security 
Act, as added by subsection (a). 
SEC. 4454. COVERAGE OF SERVICES IN REUGIOUS 

NONMEDICAL HEALTH CARE INSTI
TUTIONS UNDER THE MEDICARE 
AND MEDICAID PROGRAMS. 

(a) MEDICARE COVERAGE.-
(1) IN GENERAL.-Section 1861 (42 U.S.C. 

1395x) (as amended by sections 4103 and 4106) is 
amended-

( A) in the sixth sentence of subsection (e)-
(i) by striking "includes" and all that follows 

up to "but only" and inserting "includes a reli
gious nonmedical health care institution (as de
fined in subsection (ss)(l))," , and 

(ii) by inserting "consistent with section 1821" 
before the period; 

(B) in subsection (y)-
(i) by amending the heading to read as fol

. lows: 
"Extended Care in Religious Nonmedical Health 

Care Institutions" , 
(ii) in paragraph (1), by striking "includes" 

and all that fallows up to " but only" and in
serting "includes a religious nonmedical health 
care institution (as defined in subsection 
(ss)(l)), ",and 

(iii) by inserting ''consistent with section 
1821" before the period; and 

(C) by adding at the end the following: 
" Religious Nonmedical Health Care Institution 

"(ss)(l) The term 'religious nonmedical health 
care institution' means an institution that-

"( A) is described in subsection (c)(3) of section 
501 of the Internal Revenue Code of 1986 and is 
exempt from taxes under subsection (a) of such 
section; 

"(B) is lawfully operated under all applicable 
Federal, State, and local laws and regulations; 

"(C) provides only nonmedical nursing items 
and services exclusively to patients who choose 
to rely solely upon a religious method of healing 
and for whom the acceptance of medical health 
services would be inconsistent with their reli
gious beliefs; 

"(D) provides such nonmedical items and 
services exclusively through nonmedical nursing 
personnel who are experienced in caring for the 
physical needs of such patients; 

"(E) provides such nonmedical items and serv
ices to inpatients on a 24-hour basis; 

"(F) on the basis of its religious beliefs, does 
not provide through its personnel or otherwise 
medical items and services (including any med
ical screening, examination, diagnosis, prog
nosis, treatment, or the administration of drugs) 
for its patients; 

"(G)(i) is not owed by, under common owner
ship with, or has an ownership interest in, a 
provider of medical treatment of services; 

"(ii) is not affiliated with-
"( I) a provider of medical treatment or serv

ices, or 
"(JI) an individual who has an ownership in

terest in a provider of medical treatment or serv
ices; 

"(H) has in effect a utilization review plan 
which-

"(i) provides for the review of admissions to 
the institution, of the duration of stays therein, 
of cases of continuous extended duration, and 
of the items and services furnished by the insti
tution, 

"(ii) requires that such reviews be made by an 
appropriate committee of the institution that in
cludes the individuals responsible for overall ad
ministration and for supervision of nursing per
sonnel at the institution, 

"(iii) provides that records be maintained of 
the meetings, decisions, and actions of such 
committee, and 

"(iv) meets such other requirements as the 
Secretary finds necessary to establish an eff ec
tive utilization review plan; 

"(I) provides the Secretary with such informa
tion as the Secretary may require to implement 
section 1821, including information relating to 
quality of care and coverage determinations; 
and 

"(J) meets such other requirements as the Sec
retary finds necessary in the interest of the 
health and safety of individuals who are fur
nished services in the institution. 

"(2) To the extent that the Secretary finds 
that the accreditation of an institution by a 
State, regional, or national agency or associa~ 

tion provides reasonable assurances that any or 
all of the requirements of paragraph (1) are met 
or exceeded, the Secretary may treat such insti
tution as meeting the condition or conditions 
with respect to which the Secretary made such 
finding. 
· "(3)(A)(i) In administering this subsection and 

section 1821, the Secretary shall not require any 
patient of a religious nonmedical health care in
stitution to undergo medical screening, exam
ination, diagnosis, prognosis, or treatment or to 
accept any other medical health care service , if 
such patient (or legal representative of the pa
tient) objects thereto on religious grounds. 

"(ii) Clause (i) shall not be construed as pre
venting the Secretary from requiring under sec
tion 1821(a)(2) the provision of sufficient infor
mation regarding an individual's condition as a 
condition for receipt of benefits under part A for 
services provided in such an institution. 

"(B)(i) In administering this subsection and 
section 1821, the Secretary shall not subject a re
ligious nonmedical health care institution or its 
personnel to any medical supervision, regula
tion, ·or control, insofar as such supervision , 
regulation, or control would be contrary to the 
religious beliefs observed by the institution or 
such personnel. 
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"(ii) Clause (i) shall not be construed as pre

venting the Secretary from reviewing items and 
services billed by the institution to the extent 
the Secretary determines such review to be nec
essary to determine whether such items and 
services were not covered under part A, are ex
cessive, or are fraudulent. 

"(4)(A) For purposes of paragraph (l)(G)(i), 
an ownership interest of less than 5 percent 
shall not be taken into account. 

"(B) For purposes of paragraph (l)(G)(ii), 
none of the following shall be considered to cre
ate an affiliation: 

"(i) An individual serving as an uncompen
sated director, trustee, officer, or other member 
of the governing body of a religious nonmedical 
health care institution. 

"(ii) An individual who is a director, trustee, 
officer, employee, or staff member of a religious 
nonmedical health care institution having a 
family relationship with an individual who is 
affiliated with (or has an ownership interest in) 
a provider of medical treatment or services. 

"(iii) An individual or entity furnishing goods 
or services as a vendor to both providers of med
ical treatment or services and religious nonmed
ical health care institutions.". 

(2) CONDITIONS OF COVERAGE.- Part A of title 
XVIII is amended by adding at the end the fol
lowing new section: 
"CONDITIONS FOR COVERAGE OF RELJGJOUS NON

MEDICAL HEALTH CARE INSTITUTJONAL SERV
ICES 
"SEC. 1821. (a) IN GENERAL.-Subject to sub

sections (c) and (d), payment under this part 
may be made for inpatient hospital services or 
post-hospital extended care services furnished 
an individual in a religious nonmedical health 
care institution only if-

"(1) the individual has an election in effect 
for such benefits under subsection (b); and 

"(2) the individual has a condition such that 
the individual would qualify for benefits under 
this part for inpatient hospital services or ex
tended care services, respectively, if the indi
vidual were an inpatient or resident in a hos
pital or skilled nursing facility that was not 
such an institution. 

"(b) ELECTION.-
" (1) IN GENERAL.-An individual may make 

an election under this subsection in a farm and 
manner specified by the Secretary consistent 
with this subsection. Unless otherwise provided, 
such an election shall take effect immediately 
upon its execution. Such an election, once made, 
shall continue in effect until revoked. 

"(2) FORM.-The election form under this sub
section shall include the following: 

"(A) A written statement, signed by the indi
vidual (or such individual's legal representa
tive) , that-

"(i) the individual is conscientiously opposed 
to acceptance of nonexcepted medical treatment; 
and 

"(ii) the individual's acceptance of non
excepted medical treatment would be incon
sistent with the individual's sincere religious be
liefs. 

"(B) A statement that the receipt of non
excepted medical services shall constitute a rev
ocation of the election and may limit further re
ceipt of services described in subsection (a). 

"(3) REVOCATION.-An election under this 
subsection by an individual may be revoked by 
voluntarily notifying the Secretary in writing of 
such revocation and shall be deemed to be re
voked if the individual receives nonexcepted 
medical treatment for which reimbursement is 
made under this title. 

"(4) LIMITATION ON SUBSEQUENT ELECTIONS.
Once an individual's election under this sub
section has been made and revoked twice-

"( A) the next election may not become effec
tive until the date that is 1 year after the date 
of most recent previous revocation , and 

"(B) any succeeding election may not become 
effective until the date that is 5 years after the 
date of the most recent previous revocation. 

"(5) EXCEPTED MEDICAL TREATMENT.-For 
purposes of this subsection: 

"(A) EXCEPTED MEDICAL TREATMENT.-The 
term 'excepted medical treatment' means medical 
care or treatment (including medical and other 
health services)-

"(i) received involuntarily, or 
"(ii) required under Federal or State law or 

law of a political subdivision of a State. 
"(B) NONEXCEPTED MEDICAL TREATMENT.

The term 'non excepted medical treatment' 
means medical care or treatment (including med
ical and other health services) other than ex
cepted medical treatment. 

"(c) MONITORING AND SAFEGUARD AGAINST 
EXCESSIVE EXPENDITURES.-

"(1) ESTIMATE OF EXPENDITURES.-Before the 
beginning of each fiscal year (beginning with 
fiscal year 2000), the Secretary shall estimate 
the level of expenditures under this part for 
services described in subsection (a) for that fis
cal year . 

"(2) ADJUSTMENT IN PAYMENTS.-
"(A) PROPORTIONAL ADJUSTMENT.-lf the Sec

retary determines that the level estimated under 
paragraph (1) for a fiscal year will exceed the 
trigger level (as defined in subparagraph (C)) 
for that fiscal year, the Secretary shall, subject 
to subparagraph (B), provide for such a propor
tional reduction in payment amounts under this 
part for services described in subsection (a) for 
the fiscal year involved as will assure that such 
level (taking into account any adjustment under 
subparagraph (B)) does not exceed the trigger 
level for that fiscal year. 

"(B) ALTERNATIVE ADJUSTMENTS.-The Sec
retary may, instead of making some or all of the 
reduction described in subparagraph (A), impose 
such other conditions or limitations with respect 
to the coverage of covered services (including 
limitations on new elections of coverage and 
new facilities) as may be appropriate to reduce 
the level of expenditures described in paragraph 
(1) to the trigger level. 

"(C) TRIGGER LEVEL.-For purposes of this 
subsection-

" (i) IN GENERAL.-Subject to adjustment under 
paragraph (3)(B), the 'trigger level' for a year is 
the unadjusted trigger level described in clause 
(ii). 

"(ii) UNADJUSTED TRIGGER LEVEL.-The 
'unadjusted trigger level ' for-

"(!) fiscal year 1998, is $20,000,000, or 
" (II) a succeeding fiscal year is the amount 

specified under this clause for the previous fis
cal year increased by the percentage increase in 
the consumer price index for all urban con
sumers (all items; United States city average) for 
the 12-month period ending with July preceding 
the beginning of the fiscal year . 

"(D) PROHIBITION OF ADMINISTRATIVE AND JU
DICIAL REVIEW.-There shall be no administra
tive or judicial review under section 1869, 1878, 
or otherwise of the estimation of expenditures 
under subparagraph (A) or the application of 
reduction amounts under subparagraph (B). 

"(E) EFFECT ON BILLING.-Notwithstanding 
any other provision of this title , in the case of 
a reduction in payment provided under this sub
section for services of a religious nonmedical 
health care institution provided to an indi
vidual , the amount that the institution is other
wise permitted to charge the individual for such 
services is increased by the amount of such re
duction. 

"(3) MONITORING EXPENDITURE LEVEL.-
"( A) IN GENERAL.-The Secretary shall mon

itor the expenditure level described in para
graph (2)(A) for each fiscal year (beginning 
with fiscal year 1999). 

"(B) ADJUSTMENT IN TRIGGER LEVEL.-

"(i) IN GENERAL.-lf the Secretary determines 
that such level for a fiscal year exceeded, or was 
less than, the trigger level for that fiscal year, 
then, subject to clause (ii), the trigger level for 
the succeeding fiscal year shall be reduced, or 
increased , respectively, by the amount of such 
excess or deficit. 

"(ii) LIMITATION ON CARRYFORWARD.-ln no 
case may the increase effected under clause (i) 
for a fiscal year exceed $50,000,000. 

"(d) SUNSET.-lf the Secretary determines that 
the level of expenditures described in subsection 
(c)(l) for 3 consecutive fiscal years (with the 
first such year being not earlier than fiscal year 
2002) exceeds the trigger level for such expendi
tures for such years (as determined under sub
section (c)(2)), benefits shall be paid under this 
part for services described in subsection (a) and 
furnished on or after the first January 1 that 
occurs after such 3 consecutive years only with 
respect to an individual who has an election in 
effect under subsection (b) as of such January 1 
and only during the duration of such election. 

"(e) ANNUAL REPORT.-At the beginning of 
each fiscal year (beginning with fiscal year 
1999), the Secretary shall submit to the Com
mittee on Ways and Means of the House of Rep
resentatives and the Committee on Finance of 
the Senate an annual report on coverage and 
expenditures for services described in subsection 
(a) under this part and under State plans under 
title XIX. Such report shall include-

" (1) level of expenditures described in sub
section (c)(l) for the previous fiscal year and es
timated for the fiscal year involved; 

"(2) trends in such level; and 
"(3) facts and circumstances of any signifi

cant change in such level from the level in pre
vious fiscal years." . 

(b) MEDICAJD.-
(1) The third sentence of section 1902(a) (42 

U.S.C. 1396a(a)) is amended by striking all that 
follows "shall not apply" and inserting "to a 
religious nonmedical health care institution (as 
defined in section 1861(ss)(l)) . " . 

(2) Section 1908(e)(l) (42 U.S.C. 1396g-l(e)(l)) 
is amended by striking all that follows "does not 
include" and inserting "a religious 'nonmedical 
health care institution (as defined in section 
1861(ss)(l)). ". 

(c) CONFORMING AMENDMENTS.-
(1) Section 1122(h) (42 U.S.C. 1320a-l(h)) is 

amended by striking all that follows "shall not 
apply to" and inserting " a religious nonmedical 
health care institution (as defined in section 
1861(ss)(l)). " . 

(2) Sectivn' 1162 (42 U.S.C. 1320c-11) is amend
ed-

( A) by amending the heading to read as f al
lows: 

"EXEMPTIONS FOR RELIGIOUS NONMEDICAL 
HEALTH CARE INSTITUTIONS"; and 

(B) by striking all that follows "shall not 
apply with respect to a" and inserting "reli
gious nonmedical health care institution (as de
fined in section 1861(ss)(l)). ". 

(d) EFFECTIVE DATE.-The amendments made 
by this section shall take effect on the date of 
the enactment of this Act and shall apply to 
items and services furnished on or after such 
date. By not later than July 1, 1998, the Sec
retary of Health and Human Services shall first 
issue regulations to carry out such amendments. 
Such regulations may be issued so they are ef
fective on an interim basis pending notice and 
opportunity for public comment. For periods be
fore the effective date of such regulations, such 
regulations shall recognize elections entered into 
in good faith in order to comply with the re
quirements of section 1821(b) of the Social Secu
rity Act. 
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Subtitle F-Provisions Relating to Part B 

Only 
CHAPTER I-SERVICES OF HEALTH 

PROFESSIONALS 
Subchapter A-Physicians' Services 

SEC. 4501. ESTABLISHMENT OF SINGLE CONVER
SION FACTOR FOR 1998. 

(a) IN GENERAL.-Section 1848(d)(l) (42 u.s.c. 
1395w-4(d)(l)) is amended--

(1) by redesignating subparagraph (C) as sub
paragraph (D), and 

(2) by inserting after subparagraph (B) the 
following: 

"(C) SPECIAL RULES FOR 1998.-The single con
version factor for 1998 under this subsection 
shall be the conversion factor for primary care 
services for 1997, increased by the Secretary's es
timate of the weighted average of the three sep
arate updates that would otherwise occur were 
it not for the enactment of chapter 1 of subtitle 
F of title IV of the Balanced Budget Act of 
1997.". 

(b) CONFORMING AMENDMENTS.-Section 1848 
(42 U.S.C. 1395w-4) is amended-

(1) by striking "(or factors)" each place it ap
pears in subsection ( d)(l)( A) and ( d)(l)( D )(ii) 
(as redesignq,ted by subsection (a)(l)), 

(2) in subsection (d)(l)(A), by striking "or up
dates", 

(3) in subsection (d)(l)(D) (as redesignated by 
subsection (a)(l)), by striking "(or updates)" 
each place it appears, and 

( 4) in subsection (j)(l), by striking "The term" 
and inserting "For services furnished before 
January 1, 1998, the term" .. 
SEC. 4502. ESTABLISHING . UPDATE TO CONVER

SION FACTOR TO MATCH SPENDING 
UNDER SUSTAINABLE GROWTH 
RATE. 

(a) UPDATE.-
(]) IN GENERAL.-Section 1848(d)(3) (42 u.s.c. 

1395w-4(d)(3)) is amended to read as follows: 
"(3) UPDATE.-
"( A) I N GENERAL.-Unless otherwise provided 

by law , subject to subparagraph (D) and the 
budget-neutrality factor determined by the Sec
retary under subsection (c)(2)(B)(ii), the update 
to the single conversion factor established in 
paragraph (l)(C) for a year beginning with 1999 
is equal to the product of-

"(i) 1 plus the Secretary's estimate of the per
centage increase in the MEI (as defined in sec
tion 1842(i)(3)) for the year (divided by 100), and 

"(ii) 1 plus the Secretary's estimate of the up
date adjustment factor for the year (divided by 
100), 
minus 1 and multiplied by 100. 

"(B) UPDATE ADJUSTMENT FACTOR.-For pur
poses of subparagraph (A)(ii), the 'update ad
justment factor' for a year is equal (as estimated 
by the Secretary) to-

"(i) the difference between (I) the sum of the 
allowed expenditures for physicians' services (as 
determined under subparagraph (C)) for the pe
riod beginning April 1, 1997, and ending on 
March 31 of the year involved, and (II) the 
amount of actual expenditures for physicians' 
services furnished during the period beginning 
April 1, 1997, and ending on March 31 of the 
preceding year; divided by 

"(ii) the actual expenditures for physicians' 
services for the 12-month period ending on 
March 31 of the preceding year, increased by 
the sustainable growth rate under subsection (f) 
for the fiscal year which begins during such 12-
month period. 

"(C) DETERMINATION OF ALLOWED EXPENDl
TURES.-For purposes of this paragraph, the al
lowed expenditures for physicians' services for 
the 12-month period ending with March 31 of-

"(i) 1997 is equal to the actual expenditures 
for physicians' services furnished during such 
12-month period, as estimated by the Secretary; 
or 

"(ii) a subsequent year is equal to the allowed 
expenditures for physicians' services for the pre
vious year, increased by the sustainable growth 
rate under subsection (f) for the fiscal year 
which begins during such 12-month period. 

"(D) RESTRICTJON ON VARIATJON FROM MEDI
CARE ECONOMIC INDEX.-Notwithstanding the 
amount of the update adjustment factor deter
mined under subparagraph (B) for a year, the 
update in the conversion factor under this para
graph for the year may not be-

"(i) greater than 100 times the fallowing 
amount: (1.03 +(MEI percentage/JOO)) -1; or 

"(ii) less than JOO times the fallowing amount: 
(0.93 + (MEI percentage/JOO)) - 1, 
where 'MEI percentage' means the Secretary's 
estimate of the percentage increase in the MEI 
(as defined in section 1842(i)(3)) for the year in
vo lved.". 

(2) EFFECTIVE DATE.-The amendment made 
by this subsection shall apply to the update for 
years beginning with 1999. 

(b) ELIMINATION OF REPORT.-Section 1848(d) 
(42 U.S.C. 1395w-4(d)) is amended by striking 
paragraph (2). 
SEC. 4503. REPLACEMENT OF VOLUME PERFORM

ANCE STANDARD WITH SUSTAIN
ABLE GROWTH RATE. 

(a) IN GENERAL.-Section 1848(f) (42 u.s.c. 
1395w-4(f)) is amended by striking paragraphs 
(2) through (5) and inserting the following : 

"(2) SPECIFICATION OF GROWTH RATE.-The 
sustainable growth rate for all physicians' serv
ices for a fiscal year (beginning with fiscal year 
1998) shall be equal to the product of-

"( A) 1 plus the Secretary's estimate of the 
weighted average percentage increase (divided 
by 100) in the fees for all physicians' services in 
the fiscal year involved, 

"(B) 1 plus the Secretary's estimate of the per
centage change (divided by 100) in the average 
number of individuals enrolled under this part 
(other than Medicare+Choice plan enrollees) 
from the previous fiscal year to the fiscal year 
involved, 

"(C) 1 plus the Secretary's estimate of the pro
jected percentage growth in real gross domestic 
product per capita (divided by 100) from the pre
vious fiscal year to the fiscal year involved, and 

"(D) 1 plus the Secretary's estimate of the per
centage change (divided by 100) in expenditures 
for all physicians' services in the fiscal year 
(compared with the previous fiscal year) which 
will result from changes in law and regulations, 
determined without taking into account esti
mated changes in expenditures resulting from 
the update adjustment factor determined under 
subsection (d)(3)(B), 
minus 1 and multiplied by JOO. 

"(3) DEFINITIONS.-In this subsection: 
"(A) SERVICES INCLUDED IN PHYSICIANS' SERV

ICES.-The term 'physicians' services' includes 
other items and services (such as clinical diag
nostic laboratory tests and radiology services), 
specified by the Secretary, that are commonly 
perf armed or furnished by a physician or in a 
physician's office, but does not include services 
furnished to a Medicare+Choice plan enrollee. 

"(B) MEDICARE+CHOICE PLAN ENROLLEE.-The 
term 'Medicare+Choice plan enrollee' means, 
with respect to a fiscal year, an individual en
rolled under this part who has elected to receive 
benefits under this title for the fiscal year 
through a Medicare+Choice plan offered under 
part C, and also includes an individual who is 
receiving benefits under this part through en
rollment with an eligible organization with a 
risk-sharing contract under section 1876. ". 

(b) CONFORMING AMENDMENT.-So much Of 
section 1848(f) (42 U.S.C. 1395w-4(f)) as precedes 
paragraph (2) is amended to read as fallows: 

"(f) SUSTAINABLE GROWTH RATE.-
"(1) PUBLICATION.-The Secretary shall cause 

to have published in the Federal Register the 

sustainable growth rate for each fiscal year be
ginning with fiscal year 1998. Such publication 
shall occur by not later than August 1 before 
each fiscal year, except that such rate for fiscal 
year 1998 shall be published not later than No
vember 1, 1997. ". 
SEC. 4504. PAYMENT RULES FOR ANESTHESIA 

SERVICES. 
(a) IN GENERAL.-Section 1848(d)(l) (42 u.s.c. 

1395w-4(d)(l)) , as amended by section 4501(a), is 
amended-

(]) in subparagraph (C), by striking "The sin
gle" and inserting "Except as provided in sub
paragraph (D), the single"; 

(2) by redesignating subparagraph (D) as sub
paragraph (E); and 

(3) by inserting after subparagraph (C) the 
fallowing new subparagraph: 

"(D) SPECIAL RULES FOR ANESTHESIA SERV
ICES.-The separate conversion factor for anes
thesia services for a year shall be equal to 46 
percent of the single conversion factor estab
lished for other physicians' services, except as 
adjusted for changes in work, practice expense, 
or malpractice relative value units.". 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) shall apply to services fur
nished on or after January 1, 1998. 
SEC. 4505. IMPLEMENTATION OF RESOURCE

BASED METHODOLOGIES. 
(a) 1-YEAR DELAY IN IMPLEMENTATJON.-Sec

tion 1848(c) (42 U.S.C. 1395w-4(c)) is amended-
(]) in paragraph (2)(C)(ii), in the matter be

fore subclause (I) and after subclause (JI), by 
striking "1998" and inserting " 1999" each place 
it appears; and 

(2) in paragraph (3)(C)(ii), by striking "1998" 
and inserting "1999" . 

(b) PHASED-IN IMPLEMENTATION.-
(]) IN GENERAL.-Section 1848(c)(2)(C)(ii) (42 

U.S.C. 1395w-4(c)(2)(C)(ii)) is further amended-
( A) by striking the comma at the end of clause 

(ii) and inserting a period and the following: 
" For 1999, such number of units shall be deter
mined based 75 percent on such product and 
based 25 percent on the relative practice expense 
resources involved in furnishing the service. For 
2000, such number of units shall be determined 
based 50 percent on such product and based 50 
percent on such relative practice expense re
sources. For 2001, such number of units shall be 
determined based 25 percent on such product 
and based 75 percent on such relative practice 
expense resources. For a subsequent year, such 
number of units shall be determined based en
tirely on such relative practice expense re
sources.". 

(2) CONFORMING AMENDMENT.-Section 
1848(c)(3)(C)(ii) (42 U.S.C. 1395w-4(c)(3)(C)(ii)), 
as amended by subsection (a)(2), is amended by 
striking "1999" and inserting "2002" . 

(c) REVIEW BY COMPTROLLER GENERAL.-The 
Comptroller General of the United States shall 
review and evaluate the proposed rule on re
source-based methodology for practice expenses 
issued by t he Secretary of Health and Human 
Services. The Comptroller General shall, within 
6 months of the date of the enactment of this 
Act, report to the Committees on Commerce and 
Ways and Means of the House of Representa
tives and the Committee on Finance of the Sen
ate the results of its evaluation, including an 
analysis of-

(1) the adequacy of the data used in preparing 
the rule, 

(2) categories of allowable costs, 
(3) methods for allocating direct and indirect 

expenses, 
(4) the potential impact of the rule on bene

ficiary access to services, and 
(5) any other matters related to the appro

priateness of resource-based methodology for 
practice expenses. 
The Comptroller General shall consult with rep
resentatives of physicians' organizations with 
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respect to matters of both data and method
ology. 

(d) REQUIREMENTS FOR DEVELOPING NEW RE
SOURCE-BASED PRACTICE EXPENSE RELATIVE 
VALUE UNITS.- · 

(1) DEVELOPMENT.-For purposes of section 
1848(c)(2)(C)(ii) of the Social Security Act, the 
Secretary of Health and Human Services shall 
develop new resource-based relative value units. 
In developing such units the Secretary shall-

( A) utilize, to the maximum extent practicable, 
generally accepted cost accounting principles 
which (i) recognize all staff, equipment, sup
pl'ies, and expenses, not just those which can be 
tied to specific procedures, and (ii) use actual 
data on equipment utilization and other key as
sumptions; 

(B) consult with organizations representing 
physicians regarding methodology and data to 
be used; and 

(C) develop a refinement process to be used 
during each of the 4 years of the transition pe
riod . 

(2) REPORT.-The Secretary shall transmit a 
report by March 1, 1998, on the development of 
resource-based relative value units under para
graph (1) to the Committee on Ways and Means 
and the Committee on Commerce of the House of 
Representatives and the Committee on Finance 
of the Senate. The report shall include a presen
tation of data to be used in developing the value 
units and an explanation of the methodology. 

(3) NOTICE OF PROPOSED RULEMAKING.-The 
Secretary shall publish a notice of proposed 
rulemaking with the new resource-based relative 
value units on or before May 1, 1998, and shall 
allow for a 90-day public comment period. 

(4) ITEMS INCLUDED.-The new proposed rule 
shall consider the following: 

(A) Impact projections which compare new 
proposed payment amounts on data on actual 
physician practice expenses. 

(B) Impact projections for hospital-based and 
other specialties, geographic payment localities, 
and urban versus rural localities. 

(e) ADJUSTMENTS TO RELATIVE VALUE UNITS 
FOR 1998.-Section 1848(c)(2) (42 U.S.C. 1395w-
4(c)(2)) is amended by adding at the end the fol
lowing new subparagraph: 

"(G) ADJUSTMENTS IN RELATIVE VALUE UNITS 
FOR 1998.-

"(i) IN GENERAL.-The Secretary shall-
"( I) subject to clauses (iv) and (v), reduce the 

practice expense relative value units applied to 
any services described in clause (ii) furnished in 
1998 to a number equal to 110 percent of the 
number of work relative value units, and 

" (II) increase the practice expense relative 
value units for office visit procedure codes dur
ing 1998 by a uniform percentage which the Sec
retary estimates will result in an aggregate in
crease in payments for such services equal to the 
aggregate decrease in payments by reason of 
subclause (I). 

"(ii) SERVICES COVERED.-For purposes of 
clause (i), the services described in this clause 
are physicians' services that are not described in 
clause (iii) and for which-

"(!) there are work relative value units, and 
"(II) the number of practice expense relative 

value units (determined for 1998) exceeds 110 
percent of the number of work relative value 
units (determined for such year). 

" (iii) EXCLUDED SERVICES.-For purposes of 
clause (ii) , the services described in this clause 
are services which the Secretary determines at 
least 75 percent of which are provided under 
this title in an office setting. 

"(iv) LIMITATION ON AGGREGATE REALLOCA
TION.-lf the application of clause (i)( I) would 
result in an aggregate amount of reductions 
under such clause in excess of $390,000,000, such 
clause shall be applied by substituting for 110 
percent such greater percentage as the Secretary 

estimates will result in the aggregate amount of 
such reductions equaling $390,000,000. 

"(v) No REDUCTION FOR CERTAIN SERVICES.
Practice expense relative value units for a pro
cedure performed in an office or in a setting out 
of an office shall not be reduced under clause (i) 
if the in-office or out-of-office practice expense 
relative value, respectively, for the procedure 
would increase under the proposed rule on re
source-based practice expenses issued by the 
Secretary on June 18, 1997 (62 Federal Register 
33158 et seq.).". 

(f) APPLICATION OF RESOURCE-BASED METH
ODOLOGY TO MALPRACTICE RELATIVE VALUE 
UNITS.-

(1) IN GENERAL.-Section 1848(c)(2)(C)(iii) (42 
U.S.C. 1395w-4(c)(2)(C)(iii)) is amended-

( A) in paragraph (2)(C)(iii)-
(i) by inserting ''for the service for years be

fore 2000" before "equal", and 
(ii) by striking the period at the end and in

serting a comma and by adding at the end the 
fallowing j1ush matter: . 
''and for years beginning with 2000 based on the 
malpractice expense resources involved in fur
nishing the service.''; and 

(B) in paragraph (3)(C)(iii), by striking "The 
malpractice" and inserting "For years before 
1999, the malpractice". 

(2) APPLICATION OF CERTAIN BUDGET NEU
TRALITY PROVISIONS.-In implementing the 
amendment made by paragraph (l)(A)(ii), the 
provisions of clauses (ii)(] I) and (iii) of section 
1848(c)(2)(B) of the Social Security Act (42 
U.S.C. 1395w-4(c)(2)(B)) shall apply in the same 
manner as they apply to adjustments under 
clause (ii)( I) of such section. 
SEC. 4506. DISSEMINATION OF INFORMATION ON 

HIGH PER DISCHARGE RELATIVE 
VALUES FOR IN-HOSPITAL PHYSI
CIANS' SERVICES. 

(a) DETERMINATION AND NOTTCE CONCERNING 
HOSPITAL-SPECIFIC PER DISCHARGE RELATIVE 
VALUES.-

(1) IN GENERAL.- For 1999 and 2001 the Sec
retary of Health and Human Services shall de
termine for each hospital-

( A) the hospital-specific per discharge relative 
value under subsection (b); and 

(B) whether the hospital-specific relative 
value is projected to be excessive (as determined 
based on such value represented as a percentage 
of the median of hospital-specific per discharge 
relative values determined under subsection (b)). 

(2) NOTICE TO SUBSET OF MEDICAL STAFFS; 
EVALUATION OF RESPONSES.-The Secretary shall 
notify the medical executive committee of a sub
set of the hospitals identified under paragraph 
(l)(B) as having an excessive hospital-specific 
relative value, of the determinations made with 
respect to the medical staff under paragraph (1). 
The Secretary shall evaluate the responses of 
the hospitals so notified with the responses of 
other hospitals so identified that were not so no
tified. 

(b) DETERMINATION OF HOSPITAL-SPECIFIC 
PER DISCHARGE RELATIVE VALUES.-

(1) IN GENERAL.-For purposes of this section, 
the hospital-specific per discharge relative value 
for the medical staff of a hospital (other than a 
teaching hospital) for a year shall be equal to 
the average per discharge relative value (as de
termined under section 1848(c)(2) of the Social 
Security Act (42 U.S.C. 1395w-4(c)(2)) for physi
cians ' services furnished to inpatients of the 
hospital by the hospital's medical staff (exclud
ing interns and residents) during the second 
year preceding that calendar year, adjusted for 
variations in case-mix among hospitals and dis
proportionate share status and teaching status 
among hospitals (as determined by the Secretary 
under paragraph (3)). 

(2) SPECIAL RULE FOR TEACHING HOSPITALS.
The hospital-specific relative value projected for 
a teaching hospital in a year shall be equal to 
the sum of-

(A) the average per discharge relative value 
(as determined under section 1848(c)(2) of such 
Act) for physicians' services furnished to inpa
tients of the hospital by the hospital's medical 
staff (excluding interns and residents) during 
the second year preceding that calendar year, 
and 

(B) the equivalent per discharge relative value 
(as determined under such section) for physi
cians' services furnished to inpatients of the 
hospital by interns and residents of the hospital 
during the second year preceding that calendar 
year, adjusted for variations in case-mix among 
hospitals, and in disproportionate share status 
and teaching status among hospitals (as deter
mined by the Secretary under paragraph (3)). 
The Secretary shall determine the equivalent 
relative value unit per discharge for interns and 
residents based on the best available data and 
may make such adjustment in the aggregate. 

(3) ADJUSTMENT FOR TEACHING AND DIS
PROPORTIONATE SHARE HOSPITALS.-The Sec
retary shall adjust the allowable per discharge 
relative values otherwise determined under this 
subsection to take into account the needs of 
teaching hospitals and hospitals receiving addi
tional payments under subparagraphs ( F) and 
(G) of section 1886(d)(5) of the Social Security 
Act (42 U.S.C. 1395ww(d)(5)). The adjustment 
for teaching status or disproportionate share 
shall not be less than zero. 

(c) DEFINITJONS.-For purposes of this section: 
(1) HOSPITAL.-The term " hospital" means a 

subsection (d) hospital as defined in section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww( d)) . 

(2) MEDICAL STAFF.-An individual furnishing 
a physician's service is considered to be on the 
medical staff of a hospital-

( A) if (in accordance with requirements for 
hospitals established by the Joint Commission on 
Accreditation of Health Organizations)-

(i) the individual is subject to bylaws, rules , 
and regulations established by the hospital to 
provide a framework for the self-governance of 
medical staff activities, 

(ii) subject to the bylaws, rules, and regula
tions, the individual has clinical privileges 
granted by the hospital's governing body, and 

(iii) under the clinical privileges, the indi
vidual may provide physicians' services inde
pendently within the scope of the individual's 
clinical privileges, or . 

(B) if the physician provides at least one serv
ice to an individual entitled to benefits under 
this title in that hospital. 

(3) PHYSICIANS' SERVICES.- The term "physi
cians' services" means the services described in 
section 1848(j)(3) of the Social Security Act (42 
U.S.C. 1395w-4(j)(3)). 

(4) RURAL AREA; URBAN AREA.-The terms 
"rural area" and "urban area" have the mean
ing given those terms under section 1886(d)(2)(D) 
of such Act (42 U.S.C. 1395ww(d)(2)(D)). 

(5) SECRETARY.-The term "Secretary" means 
the Secretary of Health and Human Services. 

(6) TEACHING HOSPITAL.-The term "teaching 
hospital" means a hospital which has a teach
ing program approved as specified in section 
1861(b)(6) of the Social Security Act (42 U.S.C. 
1395x(b)(6)). 
SEC. 4507. USE OF PRIVATE CONTRACTS BY MEDI· 

CARE BENEFICIARIES. 
(a) ITEMS OR SERVICES PROVIDED THROUGH 

PRIVATE CONTRACTS.-
(1) IN GENERAL.-Section 1802 (42 u.s.c. 

1395a) is amended by adding at the end the f al
lowing new subsection: 

"(b) USE OF PRIVATE CONTRACTS BY MEDI
CARE BENEFICIARIES.-

" (1) IN GENERAL.-Subject to the provisions of 
this subsection, nothing in this title shall pro
hibit a physician or practitioner from entering 
into a private contract with a medicare bene
ficiary for any item or service-
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"(A) for which no claim for payment is to be 

submitted under this title, and 
"(B) for which the physician or practitioner 

receives-
"(i) no reimbursement under this title directly 

or on a capitated basis, and 
"(ii) receives no amount for such item or serv

ice from an organization which receives reim
bursement for such item or service under this 
title directly or on a capitated basis. 

"(2) BENEFICIARY PROTECTIONS.-
"( A) IN GENERAL.-Paragraph (1) shall not 

apply to any contract unless-
"(i) the contract is in writing and is signed by 

the medicare beneficiary before any item or serv
ice is provided pursuant to the contract; 

"(ii) the contract contains the items described 
in subparagraph (B); and 

"(iii) the contract is not enlered into at a time 
when the medicare beneficiary is facing an 
emergency or urgent health care situation. 

"(B) ITEMS REQUIRED TO BE INCLUDED IN CON
TRACT.-Any contract to provide items and serv
ices to which paragraph (1) applies shall clearly 
indicate to the medicare beneficiary that by 
signing such contract the beneficiary-

"(i) agrees not to submit a claim (or to request 
that the physician or practitioner submit a 
claim) under this title for such items or services 
even if su.ch items or services are otherwise cov
ered b.Y this title; 

"(ii) agrees to be responsible, whether through 
insurance or otherwise, for payment of such 
items or services and understands that no reim
bursement will be provided under this title for 
such items or services; 

"(iii) acknowledges that no limits under this 
title (including the limits under section 1848(g)) 
apply to amounts that may be charged for such 
items or services; 

"(iv) acknowledges that Medigap plans under 
section 1882 do not, and other supplemental in
surance plans may elect not to, make payments 
for such items and services because payment is 
not made under this title; and 

"(v) acknowledges that the medicare bene
ficiary has the right to have such items or serv
ices provided by other physicians or practi
tioners for whom payment would be made under 
this title. 
Such contract shall also clearly indicate wheth
er the physician or practitioner is excluded from 
participation under the medicare program under 
section 1128. 

"(3) PHYSICIAN OR PRACTITIONER REQUIRE
MENTS.-

"(A) IN GENERAL.-Paragraph (1) shall not 
apply to any contract entered into by a physi
cian or practitioner unless an affidavit de
scribed in subparagraph (B) is in effect during 
the period any item or service is to be provided 
pursuant to the contract. 

"(B) AFFIDAVIT.-An affidavit is described in 
this subparagraph if-

"(i) the affidavit identifies the physician or 
practitioner and is in writing and is signed by 
the physician or practitioner; 

"(ii) the affidavit provides that the physician 
or practitioner will not submit any claim under 
this title for any item or service provided to any 
medicare beneficiary. (and will not receive any 
reimbursement or amount described in para
graph (l)(B) for any such item or service) dur
ing the 2-year period beginning on the date the 
affidavit is signed; and 

"(iii) a copy of the affidavit is filed with the 
Secretary no later than 10 days after the first 
contract to which such affidavit applies is en
tered into. 

"(C) ENFORCEMENT.-!! a physician or practi
tioner signing an affidavit under subparagraph 
(B) knowingly and willfully submits a claim 
under this title for any item or service provided 
during the 2-year period described in subpara-

graph (B)(ii) (or receives any reimbursement or 
amount described in paragraph (l)(B) for any 
such item or service) with respect to such affi
davit-

"(i) this subsection shall not apply with re
spect to any items and services provided by the 
physician or practitioner pursuant to any con
tract on and after the date of such submission 
and before the end of such period; and 

"(ii) no payment shall be made under this title 
for any item or service furnished by the physi
cian or practitioner during the period described 
in clause (i) (and no reimbursement or payment 
of any amount described in paragraph (l)(B) 
shall be made for any such item or service). 

"(4) LIMITATION ON ACTUAL CHARGE AND 
CLAIM SUBMISSION REQUIREMENT NOT APPLICA
BLE.-Section 1848(g) shall not apply with re
spect to any item or service provided to a medi
care beneficiary under a contract described in 
paragraph (1). 

"(5) DEFINITJONS.-ln this subsection: 
"(A) MEDICARE BENEFICIARY.-The term 

'medicare beneficiary' means an individual who 
is entitled to benefits under part A or enro lled 
under part B. 

"(B) PHYSICIAN.-The term 'physician' has 
the meaning given such term by section 
1861(r)(l). 

"(C) PRACTITJONER.-The term 'practitioner' 
has the meaning given such term by section 
1842(b)(l8)(C)." 

(2) CONFORMING AMENDMENTS.-
(A) Section 1802 (42 U.S.C. 1395a) is amended 

by striking "Any" and inserting "(a) BASIC 
FREEDOM OF CHOICE.-Any". 

(B) Section 1862(a) (42 U.S.C. 1395y(a)), as 
amended by sections 4319(b) and 4432, is amend
ed by striking "or" at the end of paragraph 
(17), by striking the period at the end of para
graph (18) and inserting "; or", and by adding 
after paragraph (18) the following new para
graph: 

"(19) which are for items or services which are 
furnished pursuant to a private contract de
scribed in section 1802(b). " 

(b) REPORT.-Not later than October 1, 2001, 
the Secretary of Health and Human Services 
shall submit a report to Congress on the effect 
on the program under this title of private con
tracts entered into under the amendment made 
by subsection (a). Such report shall include-

(]) analyses regarding-
( A) the fiscal impact of such contracts on total 

Federal expenditures under title XVIII of the 
Social Security Act and on out-of-pocket ex
penditures by medicare beneficiaries for health 
services under such title; and 

(B) the quality of the health services provided 
under such contracts; and 

(2) recommendations as to whether medicare 
beneficiaries should continue to be able to enter 
private contracts under section 1802(b) of such 
Act (as added by subsection (a)) and if so, what 
legislative changes, if any should be made to im
prove such contracts. 

(c) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall apply with respect to 
contracts entered into on and after January 1, 
1998. 

Subchapter B-Other Health Care 
Professionals 

SEC. 4511. INCREASED MEDICARE REIMBURSE
MENT FOR NURSE PRACTITIONERS 
AND CLINICAL NURSE SPECIALISTS. 

(a) REMOVAL OF RESTRICTIONS ON SETTINGS.
(]) IN GENERAL.-Clause (ii) of section 

1861(s)(2)(K) (42 U.S.C. 1395x(s)(2)(K)) is amend-
ed to read as fallows: 

"(ii) services which would be physicians' serv
ices if furnished by a physician (as defined in 
subsection (r)(l)) and which are performed by a 
nurse practitioner or clinical nurse specialist (as 
defined in subsection (aa)(5)) working in col-

laboration (as defined in subsection (aa)(6)) 
with a physician (as defined in subsection 
(r)(J)) which the nurse practitioner or clinical 
nurse specialist is legally authorized to perf arm 
by the State in which the services are per
! armed, and such services and supplies fur
nished as an incident to such services as would 
be covered under subparagraph (A) if furnished 
incident to a physician's professional service, 
but only if no facility or other provider charges 
or is paid any amounts with respect to the fur
nishing of such services;". 

(2) CONFORMING AMENDMENTS.- ( A) Section 
1861(s)(2)(K) (42 U.S.C. 1395x(s)(2)(K)) is further 
amended-

(i) in clause (i), by inserting "and such serv
ices and supplies furnished as incident to such 
services as would be covered under subpara
graph (A) if furnished incident to a physician's 
professional service; and' ' after ''are per
formed,"; and 

(ii) by striking clauses (iii) and (iv). 
(B) Section 1861(b)(4) (42 U.S.C. 1395x(b)(4)) is 

amended by striking "clauses (i) or (iii) of sub
section (s)(2)(K)" and inserting "subsection 
(s)(2)(K)". 

(C) Section 1862(a)(14) (42 U.S.C. 1395y(a)(14)) 
is amended by striking "section 1861(s)(2)(K)(i) 
or 1861(s)(2)(K)(iii)" and inserting "section 
1861(s)(2)(K)". 

(D) Section 1866(a)(l)(H) (42 U.S.C. 
1395cc(a)(J)(H)) is amended by striking "section 
1861(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and insert
ing "section 1861(s)(2)(K)". 

(E) Section 1888(e)(2)( A)(ii) (42 U.S.C. 
1395yy(e)(2)(A)(ii)), as added by section 4432(a) 
(relating to prospective payment system for re
habilitation hospitals), is amended by striking 
"through (iii)" and inserting "and (ii)". 

(b) INCREASED PAYMENT.-
(1) FEE SCHEDULE AMOUNT.-Subparagraph 

(0) of section 1833(a)(l) (42 U.S.C. 1395l(a)(l)) is 
amended to read as follows: "(0) with respect to 
services described in section 1861(s)(2)(K)(ii) (re
lating to nurse practitioner or clinical nurse 
specialist services), the amounts paid shall be 
equal to 80 percent of (i) the lesser of the actual 
charge or 85 percent of the fee schedule amount 
provided under section 1848, or (ii) in the case of 
services as an assistant at surgery, the lesser of 
the actual charge or 85 percent of the amount 
that would otherwise be recognized if performed 
by a physician who is serving as an assistant at 
surgery; and". 

(2) CONFORMING AMENDMENTS.-Section 
1833(r) (42 U.S.C. 1395l(r)) is amended-

( A) in paragraph (1), by striking "section 
1861(s)(2)(K)(iii) (relating to nurse practitioner 
or clinical nurse specialist services provided in a 
rural area)" and inserting "section 
1861(s)(2)(K)(ii) (relating to nurse practitioner 
or clinical nurse specialist services)"; 

(B) by striking paragraph (2); 
(C) in paragraph (3), by striking "section 

1861(s)(2)(K)(iii)" and inserting "section 
1861 (s)(2)(K)(ii)"; and 

(D) by redesignating paragraph (3) as para
graph (2). 

(c) DIRECT PAYMENT FOR NURSE PRACTI
TIONERS AND CLINICAL NURSE SPECIALISTS.-Sec
tion 1832(a)(2)(B)(iv) (42 U.S.C. 
1395k(a)(2)(B)(iv)) is amended by striking "pro
vided in a rural area (as defined in section 
1886(d)(2)(D))" and inserting "but only if no fa
cility or other provider charges or is paid any 
amounts with respect to the furnishing of such 
services". 

(d) DEFINITION OF CLINICAL NURSE SPECIALIST 
CLARIFIED.- Section 1861(aa)(5) (42 u.s.c. 
1395x(aa)(5)) is amended-

(]) by inserting "(A)" after " (5)"; 
(2) by striking "The term 'physician assist

ant'" and all that follows through "who per
forms" and inserting "The term 'physician as
sistant' and the term 'nurse practitioner' mean, 
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for purposes of this title, a physician assistant 
or nurse practitioner who performs"; and 

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

"(B) The term 'clinical nurse specialist' 
means, for purposes of this title, an individual 
who-

"(i) is a registered nurse and is licensed to 
practice nursing in the State in which the clin
ical nurse specialist services are perf armed; and 

"(ii) holds a master's degree in a defined clin
ical area of nursing from an accredited edu
cational institution.". 

(e) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to serv
ices furnished and supplies provided on and 
after January 1, 1998. 
SEC. 4512. INCREASED MEDICARE REIMBURSE· 

MENT FOR PHYSICIAN ASSISTANTS. 
(a) REMOVAL OF RESTRICTION ON SETTINGS.

Section 1861(s)(2)(K)(i) (42 U.S.C. 
1395x(s)(2)(K)(i)), as amended by section 4511, is 
amended-

(1) by striking "(!) in a hospital" and all that 
follows through "shortage area,", and 

(2) by adding at the end the following: " but 
only if no facility or other provider charges or 
is paid any amounts with respect to the fur
nishing of such services,". 

(b) INCREASED PAYMENT.-
(1) FEE SCHEDULE AMOUNT.-Section 

1833(a)(1)(0) (42 U.S.C. 1395l(a)(l)(O)), as 
amended by section 4511, is further amended-

( A) by striking "section 1861(s)(2)(K)(ii)" and 
inserting "1861(s)(2)(K)", and 

(B) by striking "nurse practitioner or clinical 
nurse specialist services" and inserting "services 
furnished by physician assistants, nurse practi
tioners, or clinic nurse specialists". 

(2) CONFORMING AMENDMENT.-Paragraph (12) 
of section 1842(b) (42 U.S.C. 1395u(b)) is re
pealed. 

(c) REMOVAL OF RESTRICTION ON EMPLOYMENT 
RELATIONSHJP.-Section 1842(b)(6) (42 u.s.c. 
1395u(b)(6)), as amended by section 4205, is 
amended by adding at the end the following 
new sentence: "For purposes of subparagraph 
(C) of the first sentence of this paragraph, an 
employment relationship may include any inde
pendent contractor arrangement, and employer 
status shall be determined in accordance with 
the law of the State in which the services de
scribed in such clause are performed.". 

(d) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to serv
ices furnished and supplies provided on and 
after January 1, 1998. 
SEC. 4513. NO X-RAY REQUIRED FOR CHIRO· 

PRACTIC SERVICES. 
(a) IN GENERAL.-Section 1861(r)(5) (42 u.s.c. 

1395x(r)(5)) is amended by striking "dem
onstrated by X-ray to exist". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) applies to services furnished 
on or after January 1, 2000. 

(c) UTILIZATION GUJDELINES.-The Secretary 
of Health and Human Services shall develop and 
implement utilization guidelines relating to the 
coverage of chiropractic services under part B of 
title XVIII of the Social Security Act in cases in 
which a subluxation has not been demonstrated 
by X-ray to exist. 

CHAPTER 2-PAYMENT FOR HOSPITAL 
OUTPATIENT DEPARTMENT SERVICES 

SEC. 4521. ELIMINATION OF FORMULA-DRIVEN 
OVERPAYMENTS (FDO) FOR CERTAIN 
OUTPATIENT HOSPITAL SERVICES. 

(a) ELIMINATION OF FDO FOR AMBULATORY 
SURGICAL CENTER PROCEDURES.-Section 
1833(i)(3)(B)(i)(Jl) (42 U.S.C. 1395l(i)(3)(B)(i)(Jl)) 
is amended-

(1) by striking "of 80 percent"; and 
(2) by striking the period at the end and in

serting the fallowing: ", less the amount a pro-

vider may charge as described in clause (ii) of 
section 1866(a)(2)(A). ". 

(b) ELIMINATION OF FDO FOR RADIOLOGY 
SERVICES AND DIAGNOSTIC PROCEDURES.-Sec
tion 1833(n)(l)(B)(i) (42 U.S.C. 1395l(n)(l)(B)(i)) 
is amended-

(1) by striking "of 80 percent", and 
(2) by inserting before the period at the end 

the following: ", less the amount a provider may 
charge as described in clause (ii) of section 
1866(a)(2)( A)". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply to services furnished 
during portions of cost reporting periods occur
ring on or after October 1, 1997. 
SEC. 4522. EXTENSION OF REDUCTIONS IN PAY· 

MENTS FOR COSTS OF HOSPITAL 
OUTPATIENT SERVICES. 

(a) REDUCTION IN PAYMENTS FOR CAPITAL-RE
LATED COSTS.-Section 1861(v)(l)(S)(ii)(J) (42 
U.S.C. 1395x(v)(l)(S)(ii)(J)) is amended by strik
ing "through 1998" and inserting "through 1999 
and during fiscal year 2000 before January 1, 
2000". 

(b) REDUCTION IN PAYMENTS FOR OTHER 
COSTS.-Section 1861(v)(l)(S)(ii)(ll) (42 u.s.c. 
1395x(v)(l)(S)(ii)(Jl)) is amended by striking 
"through 1998" and inserting "through 1999 
and during fiscal year 2000 before January 1, 
2000". 
SEC. 4523. PROSPECTIVE PAYMENT SYSTEM FOR 

HOSPITAL OUTPATIENT DEPART· 
MENT SERVICES. 

(a) IN GENERAL.-Section 1833 (42 u.s.c. 
13951) is amended by adding at the end the fol
lowing: 

"(t) PROSPECTIVE PAYMENT SYSTEM FOR HOS
P ITAL OUTPATIENT DEPARTMENT SERVICES.

"(1) AMOUNT OF PAYMENT.-
"( A) IN GENERAL.-With respect to covered 

OPD services (as defined in subparagraph (B)) 
furnished during a year beginning with 1999, 
the amount of payment under this part shall be 
determined under a prospective payment system 
established by the Secretary in accordance with 
this subsection. 

"(B) DEFINITION OF COVERED OPD SERVICES.
For purposes of this subsection, the term 'cov
ered OPD services'-

"(i) means hospital outpatient services des
ignated by the Secretary; 

"(ii) subject to clause (iii), includes inpatient 
hospital services designated by the Secretary · 
that are covered under this part and furnished 
to a hospital inpatient who (I) is entitled to ben
efits under part A but has exhausted benefits for 
inpatient hospital services during a spell of ill
ness, or (JI) is not so entitled; but 

"(iii) does not include any therapy services 
described in subsection (a)(8) or ambulance serv
ices, for which payment is made under a fee 
schedule described in section 1834(k) or section 
1834(1). 

"(2) SYSTEM REQUIREMENTS.-Under the pay
ment system-

"( A) the Secretary shall develop a classifica
tion system for covered OPD services; 

"(B) the Secretary may establish groups of 
covered OPD services, within the classification 
system described in subparagraph (A), so that 
services classified within each group are com
parable clinically and with respect to the use of 
resources; 

"(C) the Secretary shall, using data on claims 
from 1996 and using data from the most recent 
available cost reports, establish relative payment 
weights for covered OPD services (and any 
groups of such services described in subpara
graph (B)) based on median hospital costs and 
shall determine projections of the frequency of 
utilization of each such service (or group of 
services) in 1999; 

"(D) the Secretary shall determine a wage ad
justment factor to adjust the portion of payment 

and coinsurance attributable to labor-related 
costs for relative differences in labor and labor
related costs across geographic regions in a 
budget neutral manner; 

"(E) the Secretary shall establish other ad
justments, in a budget neutral manner, as deter
mined to be necessary to ensure equitable pay
ments, such as outlier adjustments or adjust
ments for certain classes of hospitals; and 

"(F) the Secretary shall develop a method for 
controlling unnecessary increases in the volume 
of covered OPD services. 

"(3) CALCULATION OF BASE AMOUNTS.-
"( A) AGGREGATE AMOUNTS THAT WOULD BE 

PAYABLE IF DEDUCTIBLES WERE DISREGARDED.
The Secretary shall estimate the sum of-

"(i) the total amounts that would be payable 
from the Trust Fund under this part for covered 
OPD services in 1999, determined without regard 
to this subsection, as though the deductible 
under section 1833(b) did not apply, and 

"(ii) the total amounts of copayments esti
mated to be paid under this subsection by bene
ficiaries to hospitals for covered OPD services in 
1999, as though the deductible under section 
1833(b) did not apply. 

"(B) UNADJUSTED COPAYMENT AMOUNT.-
"(i) IN GENERAL.-For purposes of this sub

section, subject to clause (ii), the 'unadjusted 
copayment amount' applicable to a covered 
OPD service (or group of such services) is 20 
percent of the national median of the charges 
for the service (or services within the group) fur
nished during 1996, updated to 1999 using the 
Secretary's estimate of charge growth during the 
period. 

"(ii) ADJUSTED TO BE 20 PERCENT WHEN FULLY 
PHASED lN.-lf the pre-deductible payment per
centage for a covered OPD service (or group of 
such services) furnished in a year would be 
equal to or exceed 80 percent, then the 
unadjusted copayment amount shall be 20 per
cent of amount determined under subparagraph 
(D). 

"(iii) RULES FOR NEW SERVICES.-The Sec
retary shall establish rules for establishment of 
an unadjusted copayment amount for a covered 
OPD service not furnished during 1996, based 
upon its classification within a group of such 
services. 

"(C) CALCULATION OF CONVERSION FACTORS.
"(i) FOR 1999.-
"(I) IN GENERAL.-The Secretary shall estab

lish a 1999 conversion factor for determining the 
medicare OPD fee schedule amounts for each 
covered OPD service· (or group of such services) 
furnished in 1999. Such conversion factor shall 
be established on the basis of the weights and 
frequencies described in paragraph (2)(C) and in 
such a manner that the sum for all services and 
groups of the products (described in subclause 
(II) for each such service or group) equals the 
total projected amount described in subpara
graph (A). 

"(JI) PRODUCT DESCRJBED.-The Secretary 
shall determine for each service or group the 
product of the medicare OPD fee schedule 
amounts (taking into account appropriate ad
justments described in paragraphs (2)(D) and 
(2)(E)) and the estimated frequencies for such 
service or group. 

"(ii) SUBSEQUENT YEARS.-Subject to para
graph (8)(B), the Secretary shall establish a 
conversion factor for covered OPD services fur
nished in subsequent years in an amount equal 
to the conversion factor established under this 
subparagraph and applicable to such services 
furnished in the previous year increased by the 
OPD fee schedule increase factor specified 
under clause (iii) for the year involved. 

"(iii) OPD FEE SCHEDULE INCREASE FACTOR.
For purposes of this subparagraph, the 'OPD 
fee schedule increase factor' for services fur
nished in a year is equal to the market basket 
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percentage increase applicable under section 
1886(b)(3)(B)(iii) to hospital discharges occur
ring during the fiscal year ending in such year, 
reduced by 1 percentage point for such factor 
for services furnished in each of 2000, 2001, and 
2002. In applying the previous sentence for 
years beginning with 2000, the Secretary may 
substitute for the market basket percentage in
crease an annual percentage increase that is 
computed and applied with respect to covered 
OP D services furnished in a year in the same 
manner as the market basket percentage in
crease is determined and applied to inpatient 
hospital services for discharges occurring in a 
fiscal year. 

"(D) CALCULATION OF MEDICARE OPD FEE 
SCHEDULE AMOUNTS.-The Secretary shall com
pute a medicare OPD fee schedule amount for 
each covered OPD service (or group of such 
services) furnished in a year, in an amount 
equal to the product of-

"(i) the conversion factor computed under 
subparagraph (C) for the year, and 

"(ii) the relative payment weight (determined 
under paragraph (2)(C)) for the service or 
group. 

"(E) PRE-DEDUCTIBLE PAYMENT PERCENT
AGE.-The pre-deductible payment percentage 
for a covered OPD service (or group of such 
services) furnished in a year is equal to the ratio 
of-

"(i) the medicare OPD fee schedule amount 
established under subparagraph (D) for the 
year, minus the unadjusted copayment amount 
determined under subparagraph (B) for the 
service or group, to 

"(ii) the medicare OPD fee schedule amount 
determined under subparagraph (D) for the year 
for such service or group. 

"(4) MEDICARE PAYMENT AMOUNT.-The 
amount of payment made from the Trust Fund 
under this part for a covered OPD service (and 
such services classified within a group) fur
nished in a year is determined as follows: 

"(A) FEE SCHEDULE ADJUSTMENTS.-The medi
care OPD fee schedule amount (computed under 
paragraph (3)(D)) for the service or group and 
year is adjusted for relative differences in the 
cost of labor and other factors determined by the 
Secretary, as computed under paragraphs (2)(D) 
and (2)(E). 

"(B) SUBTRACT APPLICABLE DEDUCTIBLE.-Re
duce the adjusted amount determined under 
subparagraph (A) by the amount of the deduct
ible under section 1833(b), to the extent applica
ble. 

"(C) APPLY PAYMENT PROPORTION TO REMAIN
DER.-The amount of payment is the amount so 
determined under subparagraph (B) multiplied 
by the pre-deductible payment percentage (as 
determined under paragraph (3)(E)) for the 
service or group and year involved. 

"(5) COPAYMENT AMOUNT.-
"( A) IN GENERAL-Except as provided in sub

paragraph (B), the copayment amount under 
this subsection is the amount by which the 
amount described in paragraph (4)(B) exceeds 
the amount of payment determined under para
graph (4)(C). 

"(B) ELECTION TO OFFER REDUCED COPAYMENT 
AMOUNT.-The Secretary shall establish a proce
dure under which a hospital, before the begin
ning of a year (beginning with 1999) , may elect 
to reduce the copayment amount otherwise es
tablished under subparagraph (A) for some or 
all covered OPD services to an amount that is 
not less than 20 percent of the medicare OPD fee 
schedule amount (computed under paragraph 
(3)(D)) for the service involved. Under such pro
cedures, such reduced copayment amount may 
not be further reduced or increased during the 
year involved and the hospital may disseminate 
information on the reduction of copayment 
amount effected under this subparagraph. 

"(C) NO IMPACT ON DEDUCTIBLES.-Nothing in 
this paragraph shall be construed as aft ecting a 
hospital's authority to waive the charging of a 
deductible under section 1833(b). 

"(6) PERIODIC REVIEW AND ADJUSTMENTS COM
PONENTS OF PROSPECTIVE PAYMENT SYSTEM.-

" ( A) PERIODIC REVIEW.-The Secretary may 
periodically review and revise the groups, the 
relative payment weights, and the wage and 
other adjustments described in paragraph (2) to 
take into account changes in medical practice, 
changes in technology, the addition of new serv
ices, new cost data, and other relevant informa
tion and factors. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.- ![ 
the Secretary makes adjustments under sub
paragraph (A), then the adjustments for a year 
may not cause the estimated amount of expendi
tures under this part for the year to increase or 
decrease from the estimated amount of expendi
tures under this part that would have been 
made if the adjustments had not been made. 

"(C) UPDATE FACTOR.-!! the Secretary deter
mines under methodologies described in para
graph (2)(F) that the volume of services paid for 
under this subsection increased beyond amounts 
established through those methodologies, the 
Secretary may appropriately adjust the update 
to the conversion factor otherwise applicable in 
a subsequent year. 

"(7) SPECIAL RULE FOR AMBULANCE SERV
ICES.-The Secretary shall pay for hospital out
patient services that are ambulance services on 
the basis described in the matter in subsection 
(a)(l) preceding subparagraph (A), or, if appli
cable, the fee schedule established under section 
1834(1). 

"(8) SPECIAL RULES FOR CERTAIN HOSPITALS.
Jn the case of hospitals described in section 
1886(d)(l)(B)(v)-

"(A) the system under this subsection shall 
not apply to covered OPD services furnished be
! ore January 1, 2000; and 

"(B) the Secretary may establish a separate 
conversion factor for such services in a manner 
that specifically takes into account the unique 
costs incurred by such hospitals by virtue of 
their patient population and service intensity. 

"(9) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under sec
tion 1869, 1878, or otherwise of-

"(A) the development of the classification sys
tem under paragraph (2), including the estab
lishment of groups and relative payment weights 
for covered OPD services, of wage adjustment 
factors, other adjustments, and methods de
scribed in paragraph (2)(F); 

"(B) the calculation of base amounts under 
paragraph (3); 

"(C) periodic adjustments made under para
graph (6); and 

"(D) the establishment of a separate conver
sion factor under paragraph (8)(B). ". 

(b) COINSURANCE.-Section 1866(a)(2)(A)(ii) (42 
U.S.C. 1395cc(a)(2)(A)(ii)) is amended by adding 
at the end the following: "In the case of items 
and services for which payment is made under 
part B under the prospective payment system es
tablished under section 1833(t) , clause (ii) of the 
first sentence shall be applied by substituting 
for 20 percent of the reasonable charge, the ap
plicable copayment amount established under 
section 1833(t)(5). ". 

(C) TREATMENT OF REDUCTION IN COPAYMENT 
AMOUNT.-Section 1128A(i)(6) (42 u.s.c. 1320a-
7a(i)(6)) is amended-

(1) by striking "or" at the end of subpara
graph (B), 

(2) by striking the period at the end of sub
paragraph (C) and inserting ";or", and 

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

"(D) a reduction in the copayment amount for 
covered OP D services under section 
1833(t)(5)(B). ". 

(d) CONFORMING AMENDMENTS.-
(1) APPROVED ASC PROCEDURES PERFORMED IN 

HOSPITAL OUTPATIENT DEPARTMENTS.-
( A)(i) Section 1833(i)(3)( A) ( 42 U.S.C. 

1395l(i)(3)(A)) is amended-
(!) by inserting "before January 1, 1999, " 

after "furnished", and 
(II) by striking "in a cost reporting period". 
(ii) The amendment made by clause (i) shall 

apply to services furnished on or after January 
1, 1999. 

(B) Section 1833(a)(4) (42 U.S.C. 1395l(a)(4)) is 
amended by inserting "or subsection (t)" before 
the semicolon. 

(2) RADIOLOGY AND OTHER DIAGNOSTIC PROCE
DURES.-

(A) Section 1833(n)(l)(A) (42 U.S.C. 
1395l(n)(l)(A)) is amended by inserting "and be
fore January 1, 1999," after "October 1, 1988," 
and after "October 1, 1989,". 

(B) Section 1833(a)(2)(E) (42 U.S.C. 
1395l(a)(2)(E)) is amended by inserting "or, for 
services or procedures performed on or after 
January 1, 1999, subsection (t)" before the semi
colon. 

(3) OTHER HOSPITAL OUTPATIENT SERVICES.
Section 1833(a)(2)(B) (42 U.S.C. 1395l(a)(2)(B)) is 
amended-

( A) in clause (i), by inserting ''furnished be
fore January 1, 1999," after "(i)", 

(B) in clause (ii), by inserting "before Janu
ary 1, 1999," after "furnished", 

(C) by redesignating clause (iii) as clause (iv), 
and 

(D) by inserting after clause (ii), the following 
new clause: 

"(iii) if such services are furnished on or after 
January 1, 1999, the amount determined under 
subsection (t), or". 

CHAPTER 3-AMBULANCE SERVICES 
SEC. 4531. PAYMENTS FOR AMBULANCE SERV

ICES. 
(a) INTERIM REDUCTIONS.-
(1) PAYMENTS DETERMINED ON REASONABLE 

COST BASIS.-Section 1861(v)(1) (42 u.s.c. 
1395x(v)(1)), as amended by section 4451, is 
amended by adding at the end the following 
new subparagraph: 

"(U) In determining the reasonable cost of 
ambulance services (as described in subsection 
(s)(7)) provided during fiscal year 1998, during 
fiscal year 1999, and during so much of fiscal 
year 2000 as precedes January 1, 2000, the Sec
retary shall not recognize the costs per trip in 
excess of costs recognized as reasonable for am
bulance services provided on a per trip basis 
during the previous fiscal year (after applica
tion of this subparagraph), increased by the per
centage increase in the consumer price index for 
all urban consumers (U.S. city average) as esti
mated by the Secretary for the 12-month period 
ending with the midpoint of the fiscal year in
volved reduced by 1.0 percentage point. For am
bulance services provided after June 30, 1998, 
the Secretary may provide that claims for such 
services must include a code (or codes) under a 
uniform coding system specified by the Secretary 
that identifies the services furnished.". 

(2) PAYMENTS DETERMINED ON REASONABLE 
CHARGE BASIS.-Section 1842(b) (42 u.s.c. 
1395u(b)) is amended by adding at the end the 
fallowing new paragraph: 

"(19) For purposes of section 1833(a)(l), the 
reasonable charge for ambulance services (as de
scribed in section 1861(s)(7)) provided during 
calendar year 1998 and calendar year 1999 may 
not exceed the reasonable charge for such serv
ices provided during the previous calendar year 
(after application of this paragraph), increased 
by the percentage increase in the consumer price 
index for all urban consumers (U.S. city aver
age) as estimated by the Secretary for the 12-
month period ending with the midpoint of the 
year involved reduced by 1.0 percentage point.". 
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(b) ESTABLISHMENT OF PROSPECTIVE FEE 

SCHEDULE.-
(1) PAYMENT IN ACCORDANCE WITH FEE SCHED

ULE.-Section 1833(a)(l) (42 U.S.C. 1395l(a)(l)), 
as amended by section 4315(b), is amended-

(A) by striking "and (Q)" and inserting 
"(Q)"; and 

(B) by striking the semicolon at the end and 
inserting the fallowing: ", and (R) with respect 
to ambulance service, the amounts paid shall be 
80 percent of the lesser of the actual charge for 
the services or the amount determined by a fee 
schedule established by the Secretary under sec
tion 1834(1); ". 

(2) ESTABLISHMENT OF SCHEDULE.-Section 
1834 (42 U.S.C. 1395m), as amended by section 
4541, is amended by adding at the end the f al
lowing new subsection: 

"(l) ESTABLISHMENT OF FEE SCHEDULE FOR 
AMBULANCE SERVICES.-

"(1) IN GENERAL.-The Secretary shall estab
lish a fee schedule for payment for ambulance 
services whether provided directly by a supplier 
or provider or under arrangement with a pro
vider under this part through a negotiated rule
making process described in title 5, United 
States Code, and in accordance with the re
quirements of this subsection. 

"(2) CONSIDERATIONS.-In establishing such 
fee schedule, the Secretary shall-

"( A) establish mechanisms to control increases 
in expenditures for ambulance services under 
this part; 

"(BJ establish definitions for ambulance serv
ices which link payments to the type of services 
provided; 

"(C) consider appropriate regional and oper
ational differences; 

"(D) consider adjustments to payment rates to 
account for inflation and other relevant factors; 
and 

"(E) phase in the application of the payment 
rates under the fee schedule in an efficient and 
fair manner. 

"(3) SAVINGS.- In establishing such fee sched
ule, the Secretary shall-

"( A) ensure that the aggregate amount of 
payments made for ambulance services under 
this part during 2000 does not exceed the aggre
gate amount of payments which · would have 
been made for such services under this part dur
ing such year if the amendments made by sec
tion 4531(a) of the Balanced Budget Act of 1997 
continued in effect, except that in making such 
determination the Secretary shall assume an up
date in such payments for 2002 equal to percent
age increase in the consumer price index for all 
urban consumers (U.S. city average) for the 12-
month period ending with June of the previous 
year reduced in the case of 2001 and 2002 by 1.0 
percentage points; and 

"(B) set the payment amounts provided under 
the fee schedule for services furnished in 2001 
and each subsequent year at amoun.ts equal to 
the payment amounts under the fee schedule for 
services furnished during the previous year, in
creased by the percentage increase in the con
sumer price index for all urban consumers (U.S. 
city average) for the 12-month period ending 
with June of the previous year reduced in the 
case of 2001 and 2002 by 1.0 percentage points. 

"(4) CONSULTATION.-In establishing the fee 
schedule for ambulance services under this sub
section, the Secretary shall consult with various 
national organizations representing individuals 
and entities who furnish and regulate ambu
lance services and share with such organiza
tions relevant data in establishing such sched
ule. 

"(5) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under sec
tion 1869 or otherwise of the amounts estab
lished under the fee schedule for ambulance 
services under this subsection, including matters 
described in paragraph (2). 

"(6) RESTRAINT ON BILLING.-The provisions 
of subparagraphs (A) and (B) of section 
1842(b)(18) shall apply to ambulance services for 
which payment is made under this subsection in 
the same manner as they apply to services pro
vided by a practitioner described in section 
1842(b)(18)(C). 

"(7) CODING SYSTEM.-The Secretary may re
quire the claim for any services for which the 
amount of payment is determined under this 
subsection to include a code (or codes) under a 
uniform coding system specified by the Secretary 
that identifies the services furnished." 

(3) EFFECTIVE DATE.-The amendments made 
by this subsection shall apply to services fur
nished on or after January 1, 2000. 

(c) AUTHORIZING PAYMENT FOR PARAMEDIC 
INTERCEPT SERVICE PROVIDERS IN RURAL COM
MUNJTIES.-In promulgating regulations to carry 
out section 1861(s)(7) of the Social Security Act 
(42 U.S.C. 1395x(s)(7)) with respect to the cov
erage of ambulance service, the Secretary of 
Health and Human Services may include cov
erage of advanced life support services (in this 
subsection referred to as "ALS intercept serv
ices·') provided by a paramedic intercept service 
provider in a rural area if the fallowing condi
tions are met: 

(1) The ALS intercept services are provided 
under a contract with one or more volunteer 
ambulance services and are medically necessary 
based on the health condition of the individual 
being transported. 

(2) The volunteer ambulance service in
volved-

( A) is certified as qualified to provide ambu
lance service for purposes of such section, 

(B) provides only basic life support services at 
the time of the intercept, and 

(C) is prohibite(l, by State law from billing for 
any services. 

(3) The entity supplying the ALS intercept 
services-

( A) is certified as qualified to provide such 
services under the medicare program under t'itle 
XVIII of the Social Security Act, and 

(B) bills all recipients who receive ALS inter
cept services from the entity, regardless of 
whether or not such recipients are medicare 
beneficiaries. 
SEC. 4532. DEMONSTRATION OF COVERAGE OF 

AMBULANCE SERVICES UNDER MEDI
CARE THROUGH CONTRACTS WITH 
UNITS OF LOCAL GOVERNMENT. 

(a) DEMONSTRATION PROJECT CONTRACTS WITH 
LOCAL GOVERNMENTS.-The Secretary of Health 
and Human Services shall establish up to 3 dem
onstration projects under which, at the request 
of a unit of local government, the Secretary en
ters into a contract with the unit of local gov
ernment under which-

(1) the unit of local government furnishes (or 
arranges for the furnishing of) ambulance serv
ices for which payment may be made under part 
B of title XVIII of the Social Security Act for in
dividuals residing in the unit of local govern
ment who are enrolled under such part, except 
that the unit of local government may not enter 
into the contract unless the contract covers at 
least 80 percent of the individuals residing in 
the unit of local government who are enrolled 
under such part but not in a Medicare+Choice 
plan; 

(2) any individual or entity furnishing ambu
lance services under the contract meets the re
quirements otherwise appl'icable to individuals 
and entities furnishing such services under such 
part; and 

(3) for each month during which the contract 
is in effect, the Secretary makes a capitated 
payment to the unit of local government in ac
cordance with subsection (b). 
The projects may extend over a period of not to 
exceed 3 years each. 

(b) AMOUNT OF PAYMENT.-
(1) IN GENERAL.-The amount of the monthly 

payment made for months occurring during a 
calendar year to a unit of local government 
under a demonstration project contract under 
subsection (a) shall be equal to the product of-

( A) the Secretary's estimate of the number of 
individuals covered under the contract for the 
month; and 

(B) 1/ 12 of the capitated payment rate for the 
year established under paragraph (2). 

(2) CAPITATED PAYMENT RATE DEFINED.-In 
this subsection, the "capitated payment rate" 
applicable to a contract under this subsection 
for a calendar year is equal to 95 percent of-

( A) for the first calendar year for which the 
contract is in effect, the average annual per 
capita payment made under part B of title 
XVIII of the Social Security Act with respect to 
ambulance services furnished to such individ
uals during the 3 most recent calendar years for 
which data on the amount of such payment is 
available; and 

(B) for a subsequent year, the amount pro
vided under this paragraph for the previous 
year increased by the percentage increase in the 
consumer price index for all urban consumers 
(U.S. city average) for the 12-month period end
ing with June of the previous year. 

(C) OTHER TERMS OF CONTRACT.- The Sec
retary and the unit of local government may in
clude in a contract under this section such other 
terms as the parties consider appropriate, in
cluding-

(1) covering individuals residing in additional 
units of local government (under arrangements 
entered into between such units and the unit of 
local government involved); 

(2) permitting the unit of local government to 
transport individuals to non-hospital providers 
if such providers are able to furnish quality 
services at a lower cost than hospital providers; 
OT 

(3) implementing such other innovations as 
the unit of local government may propose to im
prove the quality of ambulance services and 
control the costs of such services. 

(d) CONTRACT PAYMENTS IN LIEU OF OTHER 
BENEFITS.-Payments under a contract to a unit 
of local government under this section shall be 
instead of the amounts which (in the absence of 
the contract) would otherwise be payable under 
part B of title XVIII of the Social Security Act 
for the services covered under the contract 
which are furnished to individuals who reside in 
the unit of local government. 

(e) REPORT ON EFFECTS OF CAPITATED CON
TRACTS.-

(1) STUDY.-The Secretary shall evaluate the 
demonstration projects conducted under this 
section. Such evaluation shall include an anal
ysis of the quality and cost-effectiveness of am
bulance services furnished under the projects. 

(2) REPORT.-Not later than January 1, 2000, 
the Secretary shall submit a report to Congress 
on the study conducted under paragraph (1), 
and shall include in the report such rec
ommendations as the Secretary considers appro
priate, including recommendations regarding 
modifications to the methodology used to deter
mine the amount of payments made under such 
contracts and extending or expanding such 
projects. 
CHAPTER 4-PROSPECTIVE PAYMENT FOR 
OUTPATIENT REHABILITATION SERVICES 

SEC. 4541. PROSPECTIVE PAYMENT FOR OUT
PATIENT REHABIUTATION SERV
ICES. 

(a) PAYMENT BASED ON FEE SCHEDULE.-
(1) SPECIAL PAYMENT RULES.-Section 1833(a) 

(42 U.S.C. 1395l(a)) is amended-
( A) in paragraph (2) in the matter before sub

paragraph (A), by inserting "(C)," before 
"(D)"; 
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(B) in paragraph (3), by striking "subpara

graphs (D) and (E) of section 1832(a)(2)" and 
inserting "section 1832(a)(2)(D)"; 

(C) in paragraph (6), by striking " and" at the 
end; 

(D) in paragraph (7), by striking the period at 
the end and inserting a semicolon; and 

(E) by adding at the end the following new 
paragraphs: 

"(8) in the case of-
"( A) outpatient physical therapy services 

(which includes outpatient speech-language pa
thology services) and outpatient occupational 
therapy services furnished-

"(i) by a rehabilitation agency, public health 
agency, clinic, comprehensive outpatient reha
bilitation facility, or skilled nursing facility, 

"(ii) by a home health agency to an indi
vidual who is not homebound, or 

"(iii) by another entity under an arrangement 
with an entity described in clause (i) or (ii); and 

" (B) outpatient physical therapy services 
(which includes outpatient speech-language pa
thology services) and outpatient occupational 
therapy services furnished-

"(i) by a hospital to an outpatient or to a hos
pital inpatient who is entitled to benefits under 
part A but has exhausted benefits for inpatient 
hospital services during a spell of illness or is 
not so entitled to benefits under part A, or 

" (ii) by another entity under an arrangement 
with a hospital described in clause (i), 
the amounts described in section 1834(k); and 

"(9) in the case of services described in section 
1832(a)(2)(E) that are not described in para
graph (8), tl!e amounts described in section 
1834(k). ". 

(2) PAYMENT RATES.- Scction 1834 (42 u.s.c. 
1395m) is amended by adding at the end the fol
lowing new subsection: 

"(k) PAYMENT FOR OUTPATIENT THERAPY 
SERVICES AND COMPREHENSIVE OUTPATIENT RE
HABILITATION SERVICES.-

"(1) IN GENERAL.-With respect to services de
scribed in section 1833(a)(8) or 1833(a)(9) for 
which payment is determined under this sub
section, the payment basis shall be-

"( A) for services furnished during 1998, the 
amount determined under paragraph (2); or 

"(B) for services furnished during a subse
quent year, 80 percent of the lesser of-

"(i) the actual charge for the services, or 
"(ii) the applicable fee schedule amount (as 

defined in paragraph (3)) for the services. 
"(2) PAYMENT IN 1998 BASED UPON ADJUSTED 

REASONABLE COSTS.-The amount under this 
paragraph for services is the lesser of-

"( A) the charges imposed for the services, or 
"(B) the adjusted reasonable costs (as defined 

in paragraph (4)) for the services, 
less 20 percent of the amount of the charges im
posed for such services. 

"(3) APPLICABLE FEE SCHEDULE AMOUNT.-ln 
this subsection, the term 'applicable fee schedule 
amount ' means, with respect to services fur
nished in a year, the amount determined under 
the fee schedule established under section 1848 
for such services furnished during the year or, 
if there is no such fee schedule established for 
such services, the amount determined under the 
fee schedule established for such comparable 
services as the Secretary specifies. 

"(4) ADJUSTED REASONABLE COSTS.-ln para
graph (2), the term 'adjusted reasonable costs' 
means, with respect to any services, reasonable 
costs determined for such services, reduced by 10 
percent. The JO-percent reduction shall not 
apply to services described in section 
1833(a)(8)(B) (relating to services provided by 
hospitals). 

"(5) UNIFORM CODJNG.-For claims for services 
submitted on or after April 1, 1998, for which the 
amount of payment is determined under this 
subsection, the claim shall include a code (or 

codes) under a uni! orm coding system specified 
by the Secretary that identifies the services fur
nished. 

" (6) RESTRAINT ON BILLING.- The provisions 
of subparagraphs (A) and (B) of section 
1842(b)(18) shall apply to therapy services for 
which payment is made under this subsection in 
the same manner as they apply to services pro
vided by a practitioner described in section 
1842(b)(18)(C). " . 

(3) CONFORMING CHANGE IN BILLING.- Section 
1866(a)(2)(A)(ii) (42 U.S.C. 1395cc(a)(2)(A)(ii)) is 
amended by adding at the end the following : 
"In the case of services described in section 
1833(a)(8) or section 1833(a)(9) for which pay
ment is · made under part B under section 
1834(k) , clause (ii) of the first sentence shall be 
applied by substituting for 20 percent of the rea
sonable charge for such services 20 percent of 
the lesser of the actual charge or the applicable 
fee schedule amount (as defined in such section) 
for such services.". 

(b) APPLICATION OF STANDARDS TO OUT
PATIENT OCCUPATIONAL AND PHYSICAL THERAPY 
SERVICES PROVIDED AS AN INCIDENT TO A PHYSI
CIAN'S PROFESSIONAL SERVICES.-Section 
1862(a), as amended by sections 4319(b), 4432(b), 
and 4507(a)(2)(B), (42 U.S.C. 1395y(a)) is amend
ed-

(1) by striking "or" at the end of paragraph 
(18); 

(2) by striking the period at the end of para
graph (19) and inserting "; or"; and 

(3) by inserting after paragraph (19) the fol
lowing: 

"(20) in the case of outpatient occupational 
therapy services or outpatient physical therapy 
services furnished as an incident to a physi
cian's professional services (as described in sec
tion 1861(s)(2)(A)), that do not meet the stand
ards and conditions (other than any licensing 
requirement specified by the Secretary) under 
the second sentence of section 1861(p) (or under 
such sentence through the operation of section 
1861(g)) as such standards and conditions would 
apply to such therapy services if furnished by a 
therapist.". 

(c) APPLYING FINANCIAL LIMITATION TO ALL 
REHABILITATION SERVICES.-Section 1833(g) (42 
U.S.C. 1395l(g)) is amended-

(1) in the first sentence, by striking "services 
described in the second sentence of section 
1861(p)" and inserting "physical therapy serv
ices of the type described in section 1861(p), but 
not described in section 1833(a)(8)(B), and phys
ical therapy services of such type which are fur
nished by a physician or as incident to physi
cians' services", and 

(2) in the second sentence, by striking "out
patient occupational therapy services which are 
described in the second sentence of section 
1861(p) through the operation of section 1861(g)" 
and inserting "occupational therapy services (of 
the type that are described in section 1861(p) 
(but not described in section 1833(a)(8)(B)) 
through the operation of section 1861(g) and of 
such type which are furnished by a physician or 
as incident to physicians' services)". 

(d) INDEXING LIMITATION.-
(1) IN GENERAL-Section 1833(g) (42 u.s.c. 

1395l(g)), as amended by subsection (c), is fur
ther amended-

( A) by striking "$900" each place it appears 
and inserting "the amount specified in para
graph (2) for the year", 

(B) by inserting "(1)" after "(g)", 
(C) by designating the last sentence as a para

graph (3), and 
(D) by inserting before paragraph (3) , as so 

designated, the following : 
"(2) The amount specified in this paragraph
"( A) for 1999, 2000, and 2001, is $1,500, and 
"(B) for a subsequent year is the amount 

specified in this paragraph for the preceding 

year increased by the percentage increase in the 
MEI (as defined in section 1842(i)(3)) for such 
subsequent year; 
except that if an increase under subparagraph 
(B) for a year is not a multiple of $10, it shall 
be rounded to the nearest multiple of $10. ". 

(2) REPORT.-By not later than January 1, 
2001, the Secretary of Health and Human Serv
ices shall submit to Congress a report that in
cludes recommendations on the establishment of 
a revised coverage policy of outpatient physical 
therapy services and outpatient occupational 
therapy services under the Social Security Act 
based on classification of individuals by diag
nostic category and prior use of services, in both 
inpatient and outpatient settings, in place of 
"the uni! orm dollar limitations specified in sec
tion 1833(g) of such Act, as amended by para
graph (1). The recommendations shall include 
how such a system of durational limits by diag
nostic category might be implemented in a budg
et-neutral manner. 

(e) EFFECTIVE DATES.-
(1) The amendments made by subsections 

(a)(l), (a)(2), and (b) apply to services furnished 
on or after January 1, 1998, including portions 
of cost reporting periods occurring on or after 
such date, except that section 1834(lc) of the So
cial Security Act (as added by subsection (a)(2)) 
shall not apply to services described in section 
1833(a)(8)(B) of such Act (as added by sub
section (a)(l)) that are furnished during 1998. 

(2) The amendments made by subsections 
(a)(3) and (c) apply to services furnished on or 
after January 1, 1999. 

(3) The amendments made by subsection (d)(l) 
apply to expenses incurred on or after January 
1, 1999. 

CHAPTER 5-0THER PAYMENT 
PROVISIONS 

SEC. 4551. PAYMENTS FOR DURABLE MEDICAL 
EQUIPMENT. 

(a) REDUCTION IN PAYMENT . AMOUNTS FOR 
ITEMS OF DURABLE MEDICAL EQUJPMENT.-

(1) FREEZE IN UPDATE FOR COVERED ITEMS.
Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is 
amended-

( A) in subparagraph (A), by striking "and" at 
the end; 

(B) in subparagraph (B)-
(i) by striking "a subsequent year" and in

serting "1993, 1994, 1995, 1996, and 1997", and 
(ii) by striking the period at the end and in

serting a semicolon; and 
(C) by adding at the end the fallowing new 

subparagraphs: 
"(C) for each of the years 1998 through 2002, 

0 percentage points; and 
"(D) for a subsequent year, the percentage in

crease in the consumer price index for all urban 
consumers (U.S. urban average) for the 12-
month period ending with June of the previous 
year.". 

(2) UPDATE FOR ORTHOTICS AND PROS-
THETICS.-Section 1834(h)(4)(A) (42 U.S.C. 
1395m(h)(4)(A)) is amended-

(A) in clause (iii), by striking ", and" at the 
end and inserting a semicolon; 

(B) in clause (iv), by striking " a subsequent 
year" and inserting "1996 and 1997"; and 

(C) by adding at the end the fallowing new 
clauses: 

"(v) for each of the years 1998 through 2002, 
1 percent, and 

"(vi) for a subsequent year , the percentage in
crease in the consumer price index for all urban 
consumers (United States city average) for the 
12-month period ending with June of the pre
vious year;" . 

(b) PAYMENT FREEZE FOR PARENTERAL AND 
ENTERAL NUTRIENTS, SUPPLIES, AND EQUIP
MENT.-ln determining the amount of payment 
under part B of title XVIII of the Social Secu
rity Act with respect to parenteral and enteral 
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nutrients, supplies, and equipment during each 
of the years 1998 through 2002, the charges de
termined to be reasonable with respect to such 
nutrients, supplies, and equipment may not ex
ceed the charges de.termined to be reasonable 
with respect to such nutrients, supplies, and 
equipment during 1995. 

(c) UPGRADED DURABLE MEDICAL EQUIP
MENT.-

(1) IN GENERAL.-Section 1834(a) (42 u.s.c. 
1395m(a)), as amended by section 4312(a), is 
amended by inserting after paragraph (16) the 
fallowing new paragraph: 

"(17) CERTAIN UPGRADED ITEMS.-
"(A) INDIVIDUAL'S RIGHT TO CHOOSE UP

GRADED ITEM.-Notwithstanding any other pro
vision of this title, the Secretary may issue regu
lations under which an individual may pur
chase or rent from a supplier an item of up
graded durable medical equipment for which 
payment would be made under this subsection if 
the item were a standard item. 

"(B) PAYMENTS TO SUPPLIER.-ln the case Of 
the purchase or rental of an upgraded item 
under subparagraph (A)-

" (i) the supplier shall receive payment under 
this subsection with respect to such item as if 
such item w~re a standard item; and 

"(ii) the individual purchasing or renting the 
item shall pay the supplier an amount equal to 
the difference between the supplier's charge and 
the amount under clause (i). 
In no event may the supplier's charge for an up
graded item exceed the applicable fee schedule 
amount (if any) for such item. 

"(C) CONSUMER PROTECTION SAFEGUARDS.
Any regulations under subparagraph (A) shall 
provide for consumer protection standards with 
respect to the furnishing of upgraded equipment 
under subparagraph (A). Such regulations shall 
provide for-

"(i) determination of fair market prices with 
respect to an upgraded item; 

"(ii) full disclosure of the availability and 
price of standard items and proof of receipt of 
such disclosure information by the beneficiary 
before the furnishing of the upgraded item; 

"(iii) conditions of participation for suppliers 
in the billing arrangement; 

"(iv) sanctions of suppliers who are deter
mined to engage in coercive or abusive practices, 
including exclusion; and 

"(v) such other safeguards as the Secretary 
determines are necessary.". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to purchases or 
rentals after the effective date of any regula
tions issued pursuant to such amendment. 
SEC. 4552. OXYGEN AND OXYGEN EQUIPMENT. 

(a) IN GENERAL.-Section 1834(a)(9)(B) (42 
U.S.C. 1395m(a)(9)(B)) is amended-

(1) in clause (iii), by striking "and" at the 
end; 

(2) in clause (iv)-
( A) by striking "each subsequent year" and 

inserting "1995, 1996, and 1997", and 
(B) by striking the period at the end and in

serting a semicolon; and 
(3) by adding at the end the following new 

clauses: 
"(v) for 1998, 75 percent of the amount deter

mined under this subparagraph for 1997; and 
"(vi) for 1999 and each subsequent year, 70 

percent of the amount determined under this 
subparagraph for 1997. ". 

(b) ESTABLISHMENT OF CLASSES FOR PAY
MENT._:._Section 1848(a)(9) (42 U.S.C. 
1395m(a)(9)) is amended by adding at the end 
the fallowing new subparagraph: 

"(D) AUTHORITY TO CREATE CLASSES.-
"(i) IN GENERAL.-Subject to clause (ii), the 

Secretary may establish separate classes for any 
item of oxygen and oxygen equipment and sepa
rate national limited monthly payment rates for 
each of such classes. 

"(ii) BUDGET NEUTRALITY.- The Secretary 
may take actions under clause (i) only to the ex
tent such actions do not result in expenditures 
for any year to be more or less than the expendi
tures which would have been made if such ac
tions had not been taken.''. 

(c) STANDARDS.-The Secretary shall as soon 
as practicable establish service standards for 
persons seeking payment under part B of title 
XVIII of the Social Security Act for the pro
viding of oxygen. and oxygen equipment to bene
ficiaries within their homes. 

(d) ACCESS TO HOME OXYGEN EQUJPMENT.-
(1) STUDY.-The Comptroller General of the 

United States shall study issues relating to ac
cess to home oxygen equipment and shall, with
in 18 months after the date of the enactment of 
this Act, report to the Committees on Commerce 
and Ways and Means of the House of Rep
resentatives and the Committee on Finance of 
the Senate the results of the study, including 
recommendations (if any) for legislation. 

(2) PEER REVIEW EVALUATION.-The Secretary 
of Health and Human Services shall arrange for 
peer review organizations established under sec
tion 1154 of the Social Security Act to evaluate 
access to, and quality of, home oxygen equip
ment. 

(e) EFFECTIVE DATE.-
(1) OXYGEN.-The amendments made by sub

section (a) shall apply to items furnished on and 
after January 1, 1998. 

(2) OTHER PROVISIONS.-The amendments 
·made by this section other than subsection (a) 
shall take effect on the date of the enactment of 
this Act. 
SEC. 4553. REDUCTION IN UPDATES TO PAYMENT 

AMOUNTS FOR CLINICAL DIAG· 
NOSTIC LABORATORY TESTS; STUDY 
ON LABORATORY TESTS. 

(a) CHANGE IN UPDATE.-Section 
1833(h)(2)(A)(ii)(IV) (42 U.S.C. 
1395l(h)(2)(A)(ii)(IV)) is amended by inserting 
"and 1998 through 2002" after "1995". 

(b) LOWERING CAP ON PAYMENT AMOUNTS.
Section 1833(h)(4)(B) (42 U.S.C. 1395l(h)(4)(B)) is 
amended-

(1) in clause (vi), by striking "and" at the 
end; 

(2) in clause (vii)-
( A) by inserting "and before January 1, 1998," 

after "1995, ", and 
(B) by striking the period at the end and in

serting ",and"; and 
(3) by adding at the end the following new 

clause: 
"(viii) after December 31, 1997, is equal to 74 

percent of such median.". 
(c) STUDY AND REPORT ON CLINICAL LABORA

TORY TESTS.-
(1) IN GENERAL.- The Secretary shall request 

the Institute of Medicine of the National Acad
emy of Sciences to conduct a study of payments 
under part B of title XVIII of the Social Secu
rity Act for clinical laboratory tests. The study 
shall include a review of the adequacy of the 
current methodology and recommendations re
garding alternative payment systems. The study 
shall also analyze and discuss the relationship 
between such payment systems and access to 
high quality laboratory tests for medicare bene
ficiaries, including availability and access to 
new testing methodologies. 

(2) REPORT TO CONGRESS.-The Secretary 
shall, not later than 2 years after the date of en
actment of this section , report to the Committees 
on Ways and Means and Commerce of the 
House of Representatives and the Committee on 
Finance of the Senate the results of the study 
described in paragraph (1), including any rec
ommendations for legislation. 
SEC. 4554. IMPROVEMENTS IN ADMINISTRATION 

OF LABORATORY TESTS BENEFIT. 
(a) SELECTION OF REGIONAL CARRIERS.-

(1) IN GENERAL.-The Secretary of Health and 
Human Services (in this section ref erred to as 
the "Secretary") shall-

( A) divide the United States into no more than 
5 regions, and 

(B) designate a single carrier for each such re
gion, for the purpose of payment of claims 
under part B of title XVIII of the Social Secu
rity Act with respect to clinical diagnostic lab
oratory tests furnished on or after such date 
(not later than July 1, 1999) as the Secretary 
specifies. 

(2) DESJGNATION.-ln designating such car
riers, the Secretary shall consider, among other 
criteria-

( A) a carrier's timeliness, quality, and experi
ence in claims processing, and 

(B) a carrier's capacity to conduct electronic 
data interchange with laboratories and data 
matches with other carriers. 

(3) SINGLE DATA RESOURCE.-The Secretary 
shall select one of the designated carriers to 
serve as a central statistical resource for all 
claims information relating to such clinical di
agnostic laboratory tests handled by all the des
ignated carriers under such part. 

(4) ALLOCATION OF CLAJMS.-The allocation Of 
claims for clinical diagnostic laboratory tests to 
particular designated carriers shall be based on 
whether a carrier serves the geographic area 
where the laboratory specimen was co llected or 
other method specified by the Secretary. 

(5) SECRETARIAL EXCLUSJON.-Paragraph (1) 
shall not apply with respect to clinical diag
nostic laboratory tests furnished by physician 
office laboratories if the Secretary determines 
that such offices would be unduly burdened by 
the application of billing responsibilities with 
respect to more than one carrier. 

(b) ADOPTION OF NATIONAL POLICIES FOR 
CLINICAL LABORATORY TESTS BENEFJT.-

(1) IN GENERAL.-Not later than January 1, 
1999, the Secretary shall first adopt, consistent 
with paragraph (2), national coverage and ad
ministrative policies for clinical diagnostic lab
oratory tests under part B of title XVIII of the 
Social Security Act, using a negotiated rule
making process under subchapter Ill of chapter 
5 of title 5, United States Code. 

(2) CONSIDERATIONS IN DESIGN OF NATIONAL 
POLICIES.-The policies under paragraph (1) 
shall be designed to promote program integrity 
and national uniformity and simplify adminis
trative requirements with respect to clinical di
agnostic laboratory tests payable under such 
part in connection with the following: 

(A) Beneficiary information required to be 
submitted with each claim or order for labora
tory tests. 

(B) The medical conditions for which a lab
oratory test is reasonable and necessary (within 
the meaning of section 1862(a)(l)(A) of the So
cial Security Act). 

(C) The appropriate use of procedure codes in 
billing for a laboratory test, including the 
unbundling of laboratory services. 

(D) The medical documentation that is re
quired by a medicare contractor at the time a 
claim is submitted for a laboratory test in ac
cordance with section 1833(e) of the Social Secu
rity Act. 

(E) Recordkeeping requirements in addition to 
any information required to be submitted with a 
claim, including physicians' obligations regard
ing such requirements. 

(F) Procedures for filing claims and for pro
viding remittances by electronic media. 

(G) Limitation on frequency of coverage for 
the same tests performed on the same individual. 

(3) CHANGES IN LABORATORY POLICIES PENDING 
ADOPTION OF NATIONAL POLICY.-During the pe
riod that begins on the date of the enactment of 
this Act and ends on the date the Secretary first 
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implements national policies pursuant to regula
tions promulgated under this subsection, a car
rier under such part may implement changes re
lating to requirements for the submission of a 
claim for clinical diagnostic laboratory tests. 

(4) USE OF INTERIM POL!CIES.-After the date 
the Secretary first implements such national 
policies, the Secretary shall permit any carrier 
to develop and implement interim policies of the 
type described in paragraph (1), in accordance 
with guidelines established by the Secretary, in 
cases in which a uniform national policy has 
not been established under this subsection and 
there is a demonstrated need for a policy to re
spond to aberrant utilization or provision of un
necessary tests. Except as the Secretary specifi
cally permits, no policy shall be implemented 
under this paragraph for a period of longer 
than 2 years. 

(5) INTERIM NATIONAL POL/CIES.-After the 
date the Secretary first designates regional car
riers under subsection (a), the Secretary shall 
establish a process under which designated car
riers can collectively develop and implement in
terim national policies of the type described in 
paragraph (1). No such policy shall be imple
mented under this paragraph for a period of 
longer than 2 years. 

(6) BIENNIAL REVIEW PROCESS.-Not less often 
than once every 2 years, the Secretary shall so
licit and review comments regarding changes in 
the national policies established under this sub
section. As part of such biennial review process, 
the Secretary shall specifically review and con
sider whether to incorporate or supersede in
terim policies developed under paragraph ( 4) or 
(5). Based upon such review, the Secretary may 
provide for appropriate changes in the national 
policies previously adopted under this sub
section. 

(7) REQUIREMENT AND NOTICE.-The Secretary 
shall ensure that any policies adopted under 
paragraph (3), (4), or (5) shall apply to all lab
oratory claims payable under part B of title 
XVIII of the Social Security Act, and shall pro
vide for advance notice to interested parties and 
a 45-day period in which such parties may sub
mit comments on the proposed change. 

(c) INCLUSION OF LABORATORY REPRESENTA
TIVE ON CARRIER ADVISORY COMMITTEES.-The 
Secretary shall direct that any advisory com
mittee established by a carrier to advise such 
carrier with respect to coverage and administra
tive policies under part B of title XVIII of the 
Social Security Act shall include an individual 
to represent the independent clinical labora
tories and such other laboratories as the Sec
retary deems appropriate. The Secretary shall 
consider recommendations from national and 
local organizations that represent independent 
clinical laboratories in such selection. 
SEC. 4555. UPDATES FOR AMBULATORY SURGICAL 

SERVICES. 
Section 1833(i)(2)(C) (42 U.S.C. 1395l(i)(2)(C)) 

is amended by inserting at the end the fallowing 
new sentence: "In each of the fiscal years 1998 
through 2002, the increase under this subpara
graph shall be reduced (but not below zero) by 
2.0 percentage points.". 
SEC. 4556. REIMBURSEMENT FOR DRUGS AND 

BIOLOGICALS. 
(a) IN GENERAL.-Section 1842 (42 u.s.c. 

1395u) is amended by inserting after subsection 
(n) the following new subsection: 

"(o)(l) If a physician's, supplier's, or any 
other person's bill or request for payment for 
services includes a charge for a drug or biologi
cal for which payment may be made under this 
part and the drug or biological is not paid on a 
cost or prospective payment basis as otherwise 
provided in this part, the amount payable for 
the drug or biological is equal to 95 percent of 
the average wholesale price. 

"(2) If payment for a drug or biological is 
made to a licensed pharmacy approved to dis-

pense drugs or biologicals under this part, the 
Secretary may pay a dispensing fee (less the ap
plicable deductible and coinsurance amounts) to 
the pharmacy.". 

(b) CONFORMING AMENDMENT.-Section 
1833(a)(J) (42 U.S.C. 1395l(a)(l)), as amended by 
sections 4315(b) and 4531(b)(l), is amended-

(1) by striking "and (R)" and inserting "(R)"; 
and 

(2) by striking the semicolon at the end and 
inserting the following: ", and (S) with respect 
to drugs and biologicals not paid on a cost or 
prospective payment basis as otherwise provided 
in this part (other than items and services de
scribed in subparagraph (B)), the amounts paid 
shall be 80 percent of the lesser of the actual 
charge or the payment amount established in 
section 1842(0);". 

(C) STUDY AND REPORT.-The Secretary of 
Health and Human Services shall study the ef
fect on the average wholesale price of drugs and 
biologicals of the amendments made by sub
section (a) and shall report to the Committees on 
Ways and Means and Commerce of the House of 
Representatives and the Committee on Finance 
of the Senate the result of such study not later 
than July 1, 1999. 

(d) EFFECTIVE DATE.-The amendments made 
by subsections (a) and (b) shall apply to drugs 
and biologicals furnished on or after January 1, 
1998. 
SEC. 4557. COVERAGE OF ORAL ANTI-NAUSEA 

DRUGS UNDER CHEMOTHERAPEUTIC 
REGIMEN. 

(a) IN GENERAL.-Section 1861(s)(2) (42 u.s.c. 
1395x(s)(2)), as amended by sections 4104 and 
4105, is amended-

(1) by striking "and" at the end of subpara
graph (R); and 

(2) by inserting after subparagraph (S) the 
fallowing new subparagraph: 

"(T) an oral drug (which is approved by the 
Federal Food and Drug Administration) pre
scribed for use as an acute anti-emetic used as 
part of an anticancer chemotherapeutic regimen 
if the drug is administered by a physician (or as 
prescribed by a physician)-

"(i) for use immediately before, at, or within 
48 hours after the time of the administration of 
the anticancer chemotherapeutic agent; and 

"(ii) as a full replacement for the anti-emetic 
therapy which would otherwise be administered 
intravenously.". 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) shall apply to items and serv
ices furnished on or after January 1, 1998. 
SEC. 4558. RENAL DIALYSIS-RELATED SERVICES. 

(a) AUDITING OF COST REPORTS.-Beginning 
with cost reports for 1996, the Secretary shall 
audit cost reports of each renal dialysis provider 
at least once every 3 years. 

(b) IMPLEMENTATION OF QUALITY STAND
ARDS.-The Secretary of Health and Human 
Services shall develop, by not later than Janu
ary 1, 1999, and implement, by not later than 
January 1, 2000, a method to measure and report 
quality of renal dialysis services provided under 
the medicare program under title XVIII of the 
Social Security Act. 
SEC. 4559. TEMPORARY COVERAGE RESTORATION 

FOR PORTABLE ELECTROCARDIO
GRAM TRANSPORTATION. 

(a) IN GENERAL.- Effective only for electro
cardiogram tests furnished during 1998, the Sec
retary of Health and Human Services shall re
store separate payment, under part B of title 
XVIII of the Social Security Act, for the trans
portation of electrocardiogram equipment 
(HCPCS code R0076) based upon payment meth
ods in effect for such service as of December 31, 
1996. 

(b) DETERMINATION.-By not later than July 
1, 1998, the Secretary of Health and Human 
Services shall make a recommendation to the 

Committees on Commerce and Ways and Means 
of the House of Representatives and the Com
mittee on Finance of the Senate as to whether 
coverage of portable electrocardiogram transpor
tation should be provided under part B of title 
XVIII of the Social Security Act. In making 
such recommendation, the Secretary shall take 
into account the study of coverage of portable 
electrocardiogram transportation conducted by 
the Comptroller General of the United States 
and other relevant information, including inf or
mation submitted by interested parties. 

CHAPTER 6-PART B PREMIUM AND 
RELATED PROVISIONS 

Subchapter A-Determination of Part B 
Premium Amount 

SEC. 4571. PART B PREMIUM. 
(a) IN GENERAL.-Section 1839(a)(3) (42 u.s.c. 

1395r(a)(3)) is amended by striking the first 3 
sentences and inserting the fallowing: "The Sec
retary, during September of each year, shall de
termine and promulgate a monthly premium rate 
for the succeeding calendar year that is equal to 
50 percent of the monthly actuarial rate for en
rollees age 65 and over, determined according to 
paragraph (1), for that succeeding calendar 
year.". 

(b) CONFORMING AND TECHNICAL AMEND
MENTS.-

(1) SECTION 1839.-Section 1839 (42 u.s.c. 
1395r) is amended-

( A) in subsection (a)(2), by striking " (b) and 
(e)" and inserting "(b), (c), and(!)"; 

(B) in the last sentence of subsection (a)(3)
(i) by inserting "rate" after "premium", and 
(ii) .bY striking "and the derivation of the dol-

lar amounts specified in this paragraph"; 
(C) in the first sentence of subsection (b), by 

striking "or (e) "; 
(D) by striking subsection (e); and 
(E) by redesignating subsection (g) as sub

section ( e) and inserting that subsection after 
subsection ( d). 

(2) SECTION 1844.-Subparagraphs (A)(i) and 
(B)(i) of section 1844(a)(l) (42 U.S.C. 
1395w(a)(l)) are each amended by striking "or 
1839(e), as the case may be". 

Subchapter B-Other Provisions Related to 
Part B Premium 

SEC. 4581. PROTECTIONS UNDER THE MEDICARE 
PROGRAM FOR DISABLED WORKERS 
WHO LOSE BENEFITS UNDER A 
GROUP HEALTH PLAN. 

(a) No PREMIUM PENALTY FOR LATE ENROLL
MENT.-The first sentence of section 1839(b) (42 
U.S.C. 1395r(b)) is amended by inserting "and 
not pursuant to a special enro llment period 
under section 1837(i)(4)" after "section 1837)". 

(b) SPECIAL MEDICARE ENROLLMENT PERIOD.
(1) IN GENERAL.-Section 1837(i) (42 u.s.c. 

1395p(i)) is amended by adding at the end the 
fallowing new paragraph: 

"(4)(A) In the case of an individual who is en
titled to benefits under part A pursuant to sec
tion 226(b) and-

"(i) who at the time the individual first satis
fies paragraph (1) of section 1836-

"(I) is enrolled in a group health plan de
scribed in section 1862(b)(l)(A)(v) by reason of 
the individual's current or farmer employment 
or by reason of the current or former employ
ment status of a member of the individual's fam
ily, and 

"(II) has elected not to enroll (or to be deemed 
enrolled) under this section during the individ
ual's initial enrollment period; and 

"(ii) whose continuous enrollment under such 
group health plan is involuntarily terminated at 
a time when the enrollment under the plan is 
not by reason of the individual's current em
ployment or by reason of the current employ
ment of a member of the individual's family, 
there shall be a special enro llment period de
scribed in subparagraph (B). 
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"(B) The special enrollment period referred to 

in subparagraph (A) is the 6-month period be
ginning on the first day of the month which in
cludes the date of the enrollment termination 
described in subparagraph (A)(ii). ". 

(2) COVERAGE PERIOD.-Section 1838(e) (42 
U.S.C. 1395q(e)) is amended-

( A) by inserting "or 1837(i)(4)(B)" after 
"1837(i)(3)" the first place it appears, and 

(B) by inserting "or specified in section 
1837(i)(4)( A)(i)" after "1837(i)(3)" the second 
place it appears. 

(c) EFFECTlVE DATE.-The amendments made 
by this section shall apply to involuntary termi
nations of coverage under a group health plan 
occurring on or after the date of the enactment 
of this Act. 
SEC. 4582. GOVERNMENTAL ENTITIES ELIGIBLE 

TO ELECT TO PAY PART B PREMIUMS 
FOR ELIGIBLE INDIVIDUALS. 

Section 1839(e)(l) (as amended by section 
4571(b)) is amended-

(1) by inserting "(or any appropriate State or 
local governmental entity specified by the Sec
retary)" after "State" the first place it appears, 
and 

(2) by inserting "(or such entity)" after 
"State" the second and third place it appears. 

Subtitle G-Provisions Relating to Parts A 
andB 

CHAPTER 1-HOME HEALTH SERVICES 
AND BENEFITS 

Subchapter A-Payments For Home Health 
Services 

SEC. 4601. RECAPTURING SAVINGS RESULTING 
FROM TEMPORARY FREEZE ON PAY
MENT INCREASES FOR HOME 
HEALTH SERVICES. 

(a) BASING UPDATES TO PER VISIT COST LIM
ITS ON LIMITS FOR FISCAL YEAR 1993.-Section 
1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) is amend
ed by adding at the end the fallowing : 

"(iv) In establishing limits under this sub
paragraph for cost reporting periods beginning 
after September 30, 1997, the Secretary shall not 
take into account any changes in the home 
health market basket, as determined by the Sec
retary , with respect to cost reporting periods 
which began on or after July 1, 1994, and before 
July 1, 1996. ". 

(b) NO EXCEPTIONS PERMITTED BASED ON 
AMENDMENT.-The Secretary of Health and 
Human Services shall not consider the amend
ment made by subsection (a) in making any ex
emptions and exceptions pursuant to section 
1861(v)(l)(L)(ii) of the Social Security Act (42 
U.S.C. 1395x(v)(l)(L)(ii)). 
SEC. 4602. INTERIM PAYMENTS FOR HOME 

HEALTH SERVICES. 
(a) REDUCTIONS IN COST LIMlTS.-Section 

1861(v)(l)(L)(i) (42 U.S.C. 1395x(v)(l)(L)(i)) is 
amended-

(1) by moving the indentation of subclauses(!) 
through (Ill) 2-ems to the left; 

(2) in subclause (!), by inserting "of the mean 
of the labor-related and nonlabor per visit costs 
for freestanding home health agencies" before 
the comma at the end; 

(3) in subclause (JI), by striking " , or" and in
serting " of such mean, " ; 

(4) in subclause (Ill)-
(A) by inserting "and before October 1, 1997," 

after "July 1, 1987, ", and 
(B) by striking the comma at the end and in

serting "of such mean, or"; and 
(5) by striking the matter fallowing subclause 

(Ill) and inserting the following: 
" (JV) October 1, 1997, 105 percent of the me

dian of the labor-related and nonlabor per visit 
costs for freestanding home health agencies.". 

(b) DELAY IN UPDATES.- Section 
1861(v)(l)(L)(iii) (42 U.S.C. 1395x(v)(l)(L)(iii)) is 
amended by inserting ", or on or after July 1, 
1997, and before October 1, 1997" after " July 1, 
1996". 

(C) ADDITIONS TO COST LIMITS.- Section 
1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) (as 
amended by section 4601(a)) is amended by add
ing at the end the fallowing new clauses: 

"(v) For services furnished by home health 
agencies for cost reporting periods beginning on 
or after October 1, 1997, the Secretary shall pro
vide for an interim system of limits. Payment 
shall not exceed the costs determined under the 
preceding provisions of this subparagraph or, if 
lower, the product of-

"(!) an agency-specific per beneficiary annual 
limitation calculated based 75 percent on 98 per
cent of the reasonable costs (including nonrou
tine medical supplies) for the agency's 12-month 
cost reporting period ending during fiscal year 
1994, and based 25 percent on 98 percent of the 
standardized regional average of such costs for 
the agency's census division, as applied to such 
agency, for cost reporting periods ending during 
fiscal year 1994, such costs updated by the home 
health market basket index; and 

"(Tl) the agency 's unduplicated census count 
of patients (entitled to benefits under this title) 
for the cost reporting period subject to the limi
tation. 

"(vi) For services furnished by home health 
agencies for cost reporting periods beginning on 
or after October 1, 1997, the following rules 
apply: 

"(/) For new providers and those providers 
without a 12-month cost reporting period ending 
in fiscal year 1994, the per beneficiary limitation 
shall be equal to the median of these limits (or 
the Secretary's best estimates thereof) applied to 
other home health agencies as determined by the 
Secretary. A home health agency that has al
tered its corporate structure or name shall not 
be considered a new provider for this purpose. 

"(II) For beneficiaries who use services fur
nished by more than one home health agency, 
the per beneficiary limitations shall be prorated 
among the agencies. 

"(vii)(!) Not later than January 1, 1998, the 
Secretary shall establish per visit limits applica
ble for fiscal year 1998, and not later than April 
1, 1998, the Secretary shall establish per bene
ficiary limits under clause (v)(I) for fiscal year 
1998. 

"(II) Not later than August 1 of each year (be
ginning in 1998) the Secretary shall establish the 
limits applicable under this subparagraph for 
services furnished during the fiscal year begin
ning October 1 of the year.". 

(d) DEVELOPMENT OF CASE MlX SYSTEM.-The 
Secretary of Health and Human Services shall 
expand research on a prospective payment sys
tem for home health agencies under the medi
care program that ties prospective payments to a 
unit of service, including an intensive effort to 
develop a reliable case mix adjuster that ex
plains a significant amount of the variances in 
costs. 

(e) SUBMISSION OF DATA FOR CASE MIX SYS
TEM.-Effective for cost reporting periods begin
ning on or after October 1, 1997, the Secretary of 
Health and Human Services may require all 
home health agencies to submit additional infor
mation that the Secretary considers necessary 
for the development of a reliable case mix sys
tem. 
SEC. 4603. PROSPECTIVE PAYMENT FOR HOME 

HEALTH SERVICES. 
(a) IN GENERAL.-Title XVIII (42 U.S.C. 1395 

et seq.) (as amended by section 4801) is amended 
by adding at the end the following: 

" PROSPECTIVE PAYMENT FOR HOME HEALTH 
SERVICES 

" SEC. 1895. (a) IN GENERAL.-Notwithstanding 
section 1861(v) , the Secretary shall provide, for 
cost reporting periods beginning on or after Oc
tober 1, 1999, for payments for home health serv
ices in accordance with a prospective payment 
system established by the Secretary under this 
section. 

"(b) SYSTEM OF PROSPECTIVE PAYMENT FOR 
HOME HEALTH SERVICES.-

"(1) IN GENERAL.-The Secretary shall estab
lish under this subsection a prospective payment 
system for payment for all costs of home health 
services. Under the system under this subsection 
all services covered and paid on a reasonable 
cost basis under the medicare home health ben
efit as of the date of the enactment of this sec
tion, including medical supplies, shall be paid 
for on the basis of a prospective payment 
amount determined under this subsection and 
applicable to the services involved. In imple
menting the system, the Secretary may provide 
for a transition (of not longer than 4 years) dur
ing which a portion of such payment is based on 
agency-specific costs, but only if such transition 
does not result in aggregate payments under 
this title that exceed the aggregate payments 
that would be made if such a transition did not 
occur. 

"(2) UNIT OF PAYMENT.- ln defining a pro
spective payment amount under the system 
under this subsection, the Secretary shall con
sider an appropriate unit of service and the 
number, type, and duration of visits provided 
within that unit, potential changes in the mix of 
services provided within that unit and their 
co.st, and a general system design that provides 
for continued access to quality services. 

"(3) PAYMENT BASIS.
"( A) INITIAL BASIS.-
"(i) IN GENERAL.-Under such system the Sec

retary shall provide for computation of a stand
ard prospective payment amount (or amounts). 
Such amount (or amounts) shall initially be 
based on the most current audited cost report 
data available to the Secretary and shall be 
computed in a manner so that the total amounts 
payable under the system for fiscal year 2000 
shall be equal to the total amount that would 
have been made if the system had not been in ef
fect but if the reduction in limits described in 
clause (ii) had been in effect. Such amount shall 
be standardized in a manner that eliminates the 
effect of variations in relative case mix and 
wage levels among different home health agen
cies in a budget neutral manner consistent with 
the case mix and wage level adjustments pro
vided under paragraph (4)(A). Under the sys
tem, the Secretary may recognize regional dif
ferences or differences based upon whether or 
not the services or agency are in an urbanized 
area. 

"(ii) REDUCTION.-The reduction described in 
this clause is a reduction by 15 percent in the 
cost limits and per beneficiary limits described in 
section 1861(v)(l)(L), as those limits are in effect 
on September 30, 1999. 

"(B) ANNUAL UPDATE.-
" (i) IN GENERAL.-The standard prospective 

payment amount (or amounts) shall be adjusted 
for each fiscal year (beginning with fiscal year 
2001) in a prospective manner specified by the 
Secretary by the home health market basket per
centage increase applicable to the fiscal year in
volved. 

"(ii) HOME HEALTH MARKET BASKET PERCENT
AGE INCREASE.-For purposes of this subsection, 
the term 'home health market basket percentage 
increase ' means, with respect to a fiscal year, a 
percentage (estimated by the Secretary before 
the beginning of the fiscal year) determined and 
applied with respect to the mix of goods and 
services included in home health services in the 
same manner as the market basket percentage 
increase under section 1886(b)(3)(B)(iii) is deter
mined and applied to the mix of goods and serv
ices comprising inpatient hospital services for 
the fiscal year. 

"(C) ADJUSTMENT FOR OUTLIERS.-The Sec
retary shall reduce the standard prospective 
payment amount (or amounts) under this para
graph applicable to home health services fur
nished during a period by such proportion as 
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will result in an aggregate reduction in pay
ments for the period equal to the aggregate in
crease in payments resulting from the applica
tion of paragraph (5) (relating to outliers). 

"(4) PAYMENT COMPUTATION.-
"( A) IN GENERAL.-The payment amount for a 

unit of home health services shall be the appli
cable standard prospective payment amount ad
justed as follows: 

"(i) CASE . MIX ADJUS'l'MENT.-The amount 
shall be adjusted by an appropriate case mix ad
justment factor (established under subpara
graph (B)). 

"(ii) AREA WAGE ADJUSTMENT.-The portion of 
such amount that the Secretary estimates to be 
attributable to wages and wage-related costs 
shall be adjusted for geographic differences in 
such costs by an area wage adjustment factor 
(established under subparagraph (C)) for the 
area in which the services are furnished or such 
other area as the Secretary may specify. 

"(B) ESTABLISHMENT OF CASE MIX ADJUST
MENT FACTORS.-The Secretary shall establish 
appropriate case mix adjustment factors for 
home health services in a manner that explains 
a significant amount of the variation in cost 
among different units of services. 

"(C) ESTABLISHMENT OF AREA WAGE ADJUST
MENT FACTORS.-The Secretary shall establish 
area wage adjustment factors that reflect the 
relative level of wages and wage-related costs 
applicable to the furnishing of home health 
services in a geographic area compared to the 
national average applicable level. Such· factors 
may be the factors used by the Secretary for 
purposes of section 1886(d)(3)(E). 

"(5) OUTLJERS.-The Secretary may provide 
for an addition or adjustment to the payment 
amount otherwise made in the case of outliers 
because of unusual variations in the type or 
amount of medically necessary care. The total 
amount of the additional payments or payment 
adjustments made under this paragraph with re
spect to a fiscal year may not exceed 5 percent 
of the total payments projected or estimated to 
be made based on the prospective payment sys
tem under this subsection in that year. 

"(6) PRORATION OF PROSPECTIVE PAYMENT 
AMOUNTS.-lf a beneficiary elects to transfer to, 
or receive services from, another home health 
agency within the period covered by the pro
spective payment amount, the payment shall be 
prorated between the home health agencies in
volved. 

"(c) REQUIREMENTS FOR PAYMENT !NFORMA
TION .- With respect to home health services fur
nished on or after October 1, 1998, no claim for 
such a service may be paid under this title un
less-

"(1) the claim has the unique identifier (pro
vided under section 1842(r)) for the physician 
who prescribed the services or made the certifi
cation described in section 1814(a)(2) or 
1835(a)(2)( A); and 

"(2) in the case of a service visit described in 
paragraph (1), (2), (3), or (4) of section 1861(m), 
the claim contains a code (or codes) specified by 
the Secretary that identifies the length of time 
of the service visit, as measured in 15 minute in
crements. 

"(d) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under sec
tion 1869, 1878, or otherwise of-

"(1) the establishment of a transition period 
under subsection (b)(l); 

"(2) the definition and application of payment 
units under subsection (b)(2); 

"(3) the computation of initial standard pro
spective payment amounts under subsection 
(b)(3)(A) (including the reduction described in 
clause (ii) of such subsection); 

"(4) the establishment of the adjustment for 
outliers under subsection (b)(3)(C); 

"(5) the establishment of case mix and area 
wage adjustments under subsection (b)(4); and 

"(6) the establishment of any adjustments for 
outliers under subsection (b)(5). ". 

(b) ELIMINATION OF PERIODIC INTERIM PAY
MENTS FOR HOME HEALTH AGENCIES.- Section 
1815(e)(2) (42 U.S.C. 1395g(e)(2)) is amended-

(1) by inserting "and" at the end of subpara
graph (C), 

(2) by striking subparagraph (DJ, and 
(3) by redesignating subparagraph (E) as sub

paragraph (D). 
(c) CONFORMING AMENDMENTS.- . 
(1) PAYMENTS UNDER PART A.-Section 1814(b) 

(42 U.S.C. 1395f(b)) is amended in the matter 
preceding paragraph (1) by striking "and 1886" 
and inserting "1886, and 1895". 

(2) TREATMENT OF ITEMS AND SERVICES PAID 
UNDER PART B.-

(A) PAYMENTS UNDER PART B.-Section 
1833(a)(2) (42 U.S.C. 1395l(a)(2)) is amended-

(i) by amending subparagraph (A) to read as 
follows: 

"(A) with respect to home health services 
.(other than a covered osteoporosis drug) (as de
fined in section 1861 (kk)), the amount deter
mined under the prospective payment system 
under section 1895; "; 

(ii) by striking "and" at the end of subpara
graph (E); 

(iii) by adding "and" at the end of subpara
graph (F); and 

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

"(G) with respect to items and services de
scribed in section 1861(s)(10)(A) , the lesser of

"(i) the reasonable cost of such services, as 
determined under section 1861(v), or 

"(ii) the customary charges with respect to 
such services, 
or, if such services are furnished by a public 
provider of services, or by another provider 
which demonstrates to the satisfaction of the 
Secretary that a significant portion of its pa
tients are low-income (and requests that pay
ment be made under this provision), free of 
charge or at nominal charges to the publ'ic, the 
amount determined in accordance with section 
1814(b)(2);". 

(B) REQUIRING PAYMENT FOR ALL ITEMS AND 
SERVICES TO BE MADE TO AGENCY.-

(i) IN GENERAL.- The first sentence of section 
1842(b)(6) (42 U.S.C. 1395u(b)(6)) (as amended by 
section 4432(b)(2)) is amended-

(!) by striking "and (E)" and inserting "(E)"; 
and 

( 11) by striking the period at the end and in
serting the following : ", and (F) in the case of 
home health services furnished to an individual 
who (at the time the item or service is furnished) 
is under a plan of care of a home health agency, 
payment shall be made to the agency (without 
regard to whether or not the item or service was 
furnished by the agency, by others under ar
rangement with them made by the agency, or 
when any other contracting or consulting ar
rangement, or otherwise).". 

(ii) CONFORMING AMENDMENT.-Section 
1832(a)(l) (42 U.S.C. 1395k(a)(l)) (as amended by 
section 4432(b)(5)(B)) is amended by striking 
"section 1842(b)(6)(E);" and inserting "subpara
graphs (E) and (F) of section 1842(b)(6);". 

(C) EXCLUSIONS FROM COVERAGE.-Section 
1862(a) (42 U.S.C. 1395y(a)) (as amended by sec
tions 4319(b), 4432(b), 4507(a)(2)(B) and 4541(b)) 
is amended-

(i) by striking "or" at the end of paragraph 
(19); 

(ii) by striking the period at the end of para
graph (20) and inserting "; or"; and 

(iii) by inserting after paragraph (20) the f al
lowing: 

"(21) where such expenses are for home health 
services furnished to an individual who is under 
a plan of care of the home health agency if the 
claim for payment for such services is not sub
mitted by the agency.". 

(d) EFFECTIVE DATE.-Except as otherwise 
provided, the amendments made by this section 
shall apply to cost reporting periods beginning 
on or after October 1, 1999. 

(e) CONTINGENCY.-lf the Secretary of Health 
and Human Services for any reason does not es
tablish and implement the prospective payment 
system for home health services described in sec
tion 1895(b) of the Social Security Act (as added 
by subsection (a)) for cost reporting periods de
scribed in subsection ( d) , for such cost reporting 
periods the Secretary shall provide for a reduc
tion by 15 percent in the cost limits and per ben
eficiary limits described in section 1861(v)(l)(L) 
of such Act, as those limits would otherwise be 
in effect on September 30, 1999. 
SEC. 4604. PAYMENT BASED ON LOCATION WHERE 

HOME HEALTH SERVICE IS FUR
NISHED. 

(a) CONDITIONS OF PARTICIPATJON.-Section 
1891 (42 U.S.C. 1395bbb) is amended by adding at 
the end the following: 

"(g) PAYMENT ON BASIS OF LOCATION OF 
SERVICE.-A home health agency shall submit 
claims for payment for home health services 
under this title only on the basis of the geo
graphic location at which the service is fur
nished, as determined by the Secretary.". 

(b) WAGE ADJUSTMENT.-Section 
186l(v)(l)(L)(iii) (42 U.S.C. 1395x(v)(l)(L)(iii)) is 
amended by striking " agency is located" and 
inserting "service is furnished". 

(C) EFFECTIVE DATE.-The amendments made 
by this section apply to cost reporting periods 
beginning on or after October 1, 1997. 

Subchapter B-Home Health Bene-fits 
SEC. 4611. MODIFICATION OF PART A HOME 

HEALTH BENEFIT FOR INDIVIDUALS 
ENROLLED UNDER PART B. 

(a) JN GENERAL.-Section 1812 (42 u.s.c. 
1395d) is amended-

(1) in subsection (a)(3), by striking "home 
health services" and inserting "for individuals 
not enrolled in part B, home health services, 
and for individuals so enrolled, post-institu
tional home health services furnished during a 
home health spell of illness for up to 100 visits 
during such spell of illness"; and 

(2) in subsection (b), by adding after and 
below paragraph (3) the following: 
"Payment under this part for post-institutional 
home health services furnished an individual 
during a home health spell of illness may not be 
made for such services beginning after such 
services have been furnished for a total of 100 
visits such spell." . 

(b) POST-INSTITUTIONAL HOME HEALTH SERV
ICES DEFINED.-Section 1861 (42 u.s.c. 1395x), 
as amended by sections 4103(a), 4104(a), 4105(a), 
4106(a), and 4454, is amended by adding at the 
end the following: 
"Post-Institutional Home Health Services; Home 

Health Spell of Illness 
"(tt)(l) The term 'post-institutional home 

health services' means home health services fur
nished to an individual-

"( A) after discharge from a hospital or rural 
primary care hospital in which the individual 
was an inpatient for not less than 3 consecutive 
days before such discharge if such home health 
services were initiated within 14 days after the 
date of such discharge; or 

"(B) after discharge from a skilled nursing fa
cility in which the individual was provided 
post-hospital extended care services if such 
home health services were initiated within 14 
days after the date of such discharge. 

"(2) The term 'home health spell of illness' 
with respect to any individual means a period of 
consecutive days-

"( A) beginning with the first day (not in
cluded in a previous home health spell of illness) 
(i) on which such individual is furnished post-
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institutional home health services, and (ii) 
which occurs in a month for which the indi
vidual is entitled to benefits under part A, and 

"(BJ ending with the close of the first period 
of 60 consecutive days thereafter on each of 
which the individual is neither an inpatient of 
a hospital or rural primary care hospital nor an 
inpatient of a facility described in section 
1819(a)(l) or subsection (y)(l) nor provided home 
health services.". 

(c) MAINTAINING APPEAL RIGHTS FOR HOME 
HEALTH SERVICES.-Section 1869(b)(2)(B) (42 
U.S.C. 1395ff(b)(2)(B)) is amended by inserting 
"(or $100 in the case of home health services)" 
after "$500". 

(d) MAINTAINING SEAMLESS ADMINISTRATION 
THROUGH FISCAL INTERMEDIARIES.-Section 
1842(b)(2) (42 V.S.C. 1395u(b)(2)) is amended by 
adding at the end the fallowing: 

" (E) With respect to the payment of claims for 
home health services under this part that, but 
for the amendments made by section 4611 of the 
Balanced Budget Act of 1997, would be payable 
under part A instead of under this part, the Sec
retary shall continue administration of such 
claims through fiscal intermediaries under sec
tion 1816. ". 

(e) TRANSITION.-
(1) IN GENERAL.-Notwithstanding any provi

sion of title XVIII of the Social Security Act, the 
Secretary of Health and Human Services shall 
establish a transition for the aggregate amount 
of expenditures that are transferred from part 
A, to part B, of title XVIII of the Social Security 
Act, as a result of the amendments made by this 
section, during each of the years during the pe
riod beginning with 1998 and ending with 2002 
according to this subsection. Under the transi
tion for each such year, the Secretary shall ef
fect such transfer, between the trust funds 
under such parts, as will result in only the pro
portion (specified in paragraph (2)) of such ag
gregate expenditures for the year being trans
ferred from such part A to such part B. 

(2) PROPORTION SPECIFIED.-The proportion 
specified in this paragraph for

( A) 1998 is I/a, 
(B) 1999 is 1/3, 
(C) 2000 is 112, 
(DJ 2001 is 2/J , and 
(E) 2002 is %. 
(3) APPLICATION IN ESTABLISHING MONTHLY 

PREMIUMS FOR 1998 THROUGH 2003.-
( A) IN GENERAL.-For purposes only of com

puting the monthly premium under section 1839 
of the Social Security Act (42 U.S.C. 1395r). the 
monthly actuarial rate for enro llees age 65 and 
over shall be computed as though any reference 
in paragraph (1) of this subsection to 2002 were 
a reference to 2003 and as if the following pro
portions were substituted for the proportions 
specified in paragraph (2): 

(i) For 1998, 1/7. 
(ii) For 1999, 2/1. 
(iii) For 2000, 3/1. 
(iv) For 2001, 4/1. 
(v) For 2002, 5h . 
(vi) For 2003, 6/1. 
(B) NO IMPACT ON GOVERNMENT CONTR/BU

TION.-Subparagraph (A) does not apply in de
termining the amount of the Government con
tribution under section 1844 of the Social Secu
rity Act (42 V.S.C. 1395w). 

(j) EFFECTIVE DATE.- The amendments made 
by this section apply to services furnished on or 
after January 1, 1998. For purpose of applying 
such amendments, any home health spell of ill
ness that began, but did not end, before such 
date shall be considered to have begun as of 
such date. 
SEC. 4612. CLARIFICATION OF PART-TIME OR 

INTERMITTENT NURSING CARE. 
(a) IN GENERAL.-Section 1861(m) (42 u.s.c. 

1395x(m)) is amended by adding at the end the 

following: " For purposes of paragraphs (1) and 
(4). the term 'part-time or intermittent services' 
means skilled nursing and home health aide 
services furnished any number of days per week 
as long as they are furnished (combined) less 
than 8 hours each day and 28 or fewer hours 
each week (or, subject to review on a case-by
case basis as to the need for care, less than 8 
hours each day and 35 or fewer hours per week). 
For purposes of sections 1814(a)(2)(C) and 
1835(a)(2)(A). 'intermittent' means skilled nurs
ing care that is either provided or needed on 
fewer than 7 days each week, or less than 8 
hours of each day for periods of 21 days or less 
(w'ith extensions in exceptional circumstances 
when the need for additional care is finite and 
predictable).". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) applies to services furnished 
on or after October 1, 1997. 
SEC. 4613. STUDY ON DEFINITION OF HOME

BOUND. 
(a) STUDY.- The Secretary of Health and 

Human Services shall conduct a study of the cri
teria that should be applied, and the method of 
applying such criteria, in the determination of 
whether an individual is homebound for pur
poses of qualifying for receipt of benefits for 
home health services under the medicare pro
gram. Such criteria shall include the extent and 
circumstances under which a person may be ab
sent from the home but nonetheless qualify. 

(b) REPORT.-Not later than October 1, 1998, 
the Secretary shall submit a report to Congress 
on the study conducted under subsection (a). 
The report shall include specific recommenda
tions on such criteria and methods. 
SEC. 4614. NORMATIVE STANDARDS FOR HOME 

HEALTH CLAIMS DENIALS. 
(a) IN GENERAL.-Section 1862(a)(l) (42 u.s.c. 

1395y(a)(1)) (as amended by section 4104(c)) is 
amended-

(1) by striking "and" at the end of subpara
graph (G), 

(2) by striking the semicolon at the end of sub
paragraph (H) and inserting ",and", and 

(3) by inserting after subparagraph (H) the 
fallowing new subparagraph: 

"(I) the frequency and duration of home 
health services which are in excess of normative 
guidelines that the Secretary shall establish by 
regulation;". 

(b) NOTIFICATION.-The Secretary of Health 
and Human Services may establish a process for 
notifying a physician in cases in which the 
number of home health visits, furnished under 
title XVIII of the Social Security Act pursuant 
to a prescription or certification of the physi
cian, significantly ei:ceeds such threshold (or 
thresholds) as the Secretary specifies. The Sec
retary may adjust such threshold to rej7.ect dem
onstrated differences in the need for home 
health services among different beneficiaries. 

(c) EFFECTIVE DATE.-The amendments made 
by this section apply to services furnished on or 
after October 1, 1997. 
SEC. 4615. NO HOME HEALTH BENEFITS BASED 

SOLELY ON DRAWING BLOOD. 
(a) IN GENERAL.-Sections 1814(a)(2)(C) and 

1835(a)(2)(A) (42 U.S.C. 1395f(a)(2)(C) , 
1395n(a)(2)(A)) are each amended by inserting 
"(other than solely venipuncture for the pur
pose of obtaining a blood sample)" after "skilled 
nursing care" . 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) apply to home health services 
furnished after the 6-month period beginning 
after the date of enactment of this Act. 
SEC. 4616. REPORTS TO CONGRESS REGARDING 

HOME HEALTH COST CONTAINMENT. 
(a) ESTIMATE.-Not later than October 1, 1997, 

the Secretary of Health and Human Services 
shall submit to the Committees on Commerce 
and Ways and Means of the House of Rep-

resentatives and the Committee on Finance of 
the Senate a report that includes an estimate of 
the outlays that will be made under parts A and 
B of title XVIII of the Social Security Act for 
the provision of home health services during 
each of fiscal years 1998 through 2002. 

(b) ANNUAL REPORT.-Not later than the end 
of each of years 1999 through 2002, the Secretary 
shall submit to such Committees a report that 
compares the actual outlays under such parts 
for such services during the fiscal year ending 
in the year , to the outlays estimated under sub
section (a) for such fiscal year. If the Secretary 
finds that such actual outlays were greater than 
such estimated outlays for the fiscal year, the 
Secretary shall include in the report rec
ommendations regarding beneficiary copayments 
for home health services provided under the 
medicare program or such other methods as will 
reduce the growth in outlays for home health 
services under the medicare program. 

CHAPTER 2-GRADUATE MEDICAL 
EDUCATION 

Subchapter A-Indirect Medical Education 
SEC. 4621. INDIRECT GRADUATE MEDICAL EDU

CATION PAYMENTS. 
(a) MULTIYEAR TRANSITION REGARDING PER

CENTAGES.-
(1) IN GENERAL.-Section 1886(d)(5)(B)(ii) (42 

U.S.C. 1395ww(d)(5)(B)(ii)) is amended to read 
as follows: 

" (ii) For purposes of clause (i)(Il). the indirect 
teaching adjustment factor is equal to 
c (((l+r) to the nth power) - 1) , where 'r' is the 
ratio of the hospital's full-time equivalent in
terns and residents to beds and 'n' equals .405. 
For discharges occurring-

"( I) on or after October 1, 1988, and before 
October 1, 1997, 'c' is equal to 1.89; 

"(II) during fiscal year 1998, 'c' is equal to 
1.72; 

"(Ill) during fiscal year 1999, 'c' is equal to 
1.6; 

"(IV) during fiscal year 2000, 'c' is equal to 
1.47; and 

"(V) on or after October 1, 2000, 'c' is equal to 
1.35.". 

(2) CONFORMING AMENDMENT RELATING TO DE
TERMINATION OF STANDARDIZED AMOUNT.-Sec
tion 1886(d)(2)(C)(i) (42 U.S.C. 
1395ww(d)(2)(C)(i)) is amended by adding at the 
end the following: "except that the Secretary 
shall not take into account any reduction in the 
amount of additional payments under para
graph (5)(B)(ii) resulting from the amendment 
made by section 4621(a)(l) of the Balanced 
Budget Act of 1997, ". 

(b) LIMITATION ON N UMBER OF RESIDENTS FOR 
CERTAIN FISCAL YEARS.-

(1) IN GENERAL.-Section 1886(d)(5)(B) (42 
U.S.C. 1395ww(d)(5)(B)) is amended by adding 
after clause (iv) the following: 

"(v) In determining the adjustment with re
spect to a hospital for discharges occurring on 
or after October 1, 1997, the total number of full
time equivalent interns and residents in the 
fields of allopathic and osteopathic medicine in 
either a hospital or nonhospital setting may not 
exceed the number of such full-time equivalent 
interns and residents in the hospital with re
spect to the hospital's most recent cost reporting 
period ending on or before December 31, 1996. 

" (vi) For purposes of clause (ii)-
"( I) 'r' may not exceed the ratio of the number 

of interns and residents, subject to the limit 
under clause (v), with respect to the hospital for 
its most recent cost reporting period to the hos
pital's available beds (as defined by the Sec
retary) during that cost reporting period, and 

"(II) for the hospital's cost reporting periods 
beginning on or after October 1, 1997, subject to 
the limits described in clauses (iv) and (v), the 
total number of full-time equivalent residents for 
payment purposes shall equal the average of the 
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actual full-time equivalent resident count for 
the cost reporting period and the preceding two 
cost reporting periods. 
In the case of the first cost reporting period be
ginning on or after October 1, 1997, subclause 
(II) shall be applied by using the average for 
such period and the preceding cost reporting pe
riod. 

"(vii) If any cost reporting period beginning 
on or after October 1, 1997, is not equal to 
twelve months, the Secretary shall make appro
priate modifications to ensure that the average 
full-time equivalent residency count pursuant to 
subclause (//) of clause (vi) is based on the 
equivalent of full twelve-month cost reporting 
periods. 

"(viii) Rules similar to the rules of subsection 
(h)(4)(H) shall apply for purposes of clauses (v) 
and (vi).". 

(2) PAYMENT FOR INTERNS AND RESIDENTS PRO
VIDING OFF-SITE SERVICES.-Section 
1886(d)(5)(B)(iv) (42 U.S.C. 1395ww(d)(5)(B)(iv)) 
is amended to read as follows: 

"(iv) Effective for discharges occurring on or 
after October 1, 1997, all the time spent by an in
tern or resident in patient care activities under 
an approved medical residency training program 
at an entity in a nonhospital setting shall be 
counted towards the determination of full-time 
equivalency if the hospital ·incurs all, or sub
stantially all, of the costs for the training pro
gram in that setting.". 
SEC. 4622. PAYMENT TO HOSPITALS OF INDIRECT 

MEDICAL EDUCATION COSTS FOR 
MEDICARE+CHOICE ENROLLEES. 

Section 1886(d) (42 U.S.C. 1395ww(d)) is 
amended by adding at the end the following: 

"(11) ADDITIONAL PAYMENTS FOR MANAGED 
CARE ENROLLEES.-

"( A) IN GENERAL.-For portions of cost report
ing periods occurring on or after January 1, 
1998, the Secretary shall provide for an addi
tional payment amount for each applicable dis
charge of any subsection (d) hospital that has 
an approved medical residency training pro
gram. 

"(B) APPLICABLE DISCHARGE.-For purposes of 
this paragraph, the term 'applicable discharge' 
means the discharge of any individual who is 
enrolled under a risk-sharing contract with an 
eligible organization under section 1876 and who 
is entitled to benefits under part A or any indi
vidual who is enrolled with a Medicare+Choice 
organization under part C. 

"(C) DETERMINATION OF AMOUNT.-The 
amount of the payment under this paragraph 
with respect to any applicable discharge shall be 
equal to the applicable percentage (as defined in 
subsection (h)(J)(D)(ii)) of the estimated average 
per discharge amount that would otherwise 
have been paid under paragraph (5)(B) if the 
individuals had not been enrolled as described 
in subparagraph (B). 

"(D) SPECIAL RULE FOR HOSPITALS UNDER RE
IMBURSEMENT SYSTEM.-The Secretary shall es
tablish ru les for the application of this para
graph to a hospital reimbursed under a reim
bursement system authorized under section 
1814(b)(3) in the same manner as it would apply 
to the hospital if it were not reimbursed under 
such section.". 

Subchapter B-Direct Graduate Medical 
Education 

SEC. 4623. UMITATION ON NUMBER OF RESI
DENTS AND ROLUNG AVERAGE FTE 
COUNT. 

Section 1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is 
amended by adding after subparagraph (E) the 
following: 

"(F) LIMITATION ON NUMBER OF RESIDENTS IN 
ALLOPATHIC AND OSTEOPATHIC MEDICINE.-Such 
rules shall provide that for purposes of a cost re
porting period beginning on or after October 1, 
1997, the total number of full-time equivalent 

residents before application of weighting factors 
(as determined under this paragraph) with re
spect to a hospital's approved medical residency 
training program in the fields of allopathic med
icine and osteopathic medicine may not exceed 
the number of such full-time equivalent resi
dents for the hospital's most recent cost report
ing period ending on or before December 31, 
1996. 

"(G) COUNTING INTERNS AND RESIDENTS FOR FY 
1998 AND SUBSEQUENT YEARS.-

"(i) IN GENERAL.-For cost reporting periods 
beginning during fiscal years beginning on or 
after October 1, 1997, subject to the limit de
scribed in subparagraph (F), the total number of 
full-time equivalent residents for determining a 
hospital's graduate medical education payment 
shall equal the average of the actual full-time 
equivalent resident counts for the cost reporting 
period and the preceding two cost reporting pe
riods. 

"(ii) ADJUSTMENT FOR SHORT PERJODS.- lf any 
cost reporting period beginning on or after Octo
ber 1, 1997, is not equal to twelve months, the 
Secretary shall make appropriate modifications 
to ensure that the average full-time equivalent 
resident counts pursuant to clause (i) are based 
on the equivalent of full twelve-month cost re
porting periods. 

"(iii) TRANSITION RULE FOR 1998.-In the case 
of a hospital's first cost reporting period begin
ning on or after October 1, 1997, clause (i) shall 
be applied by using the average for such period 
and the preceding cost reporting period. 

"(H) SPECIAL RULES FOR APPLICATION OF SUB
PARAGRAPHS (F) AND (G).-

"(i) NEW FACILITIES.-The Secretary shall, 
consistent with the principles of subparagraphs 
(F) and (G), prescribe rules for the application 
of such subparagraphs in the case of medical 
residency training programs established on or 
after January 1, 1995. In promulgating such 
rules for purposes of subparagraph (F), the Sec
retary shall give special consideration to f acili
ties that meet the needs of underserved rural 
areas. 

"(ii) AGGREGATION.-The Secretary may pre
scribe rules which allow institutions which are 
members of the same affiliated group (as defined 
by the Secretary) to elect to apply the l imitation 
of subparagraph (F) on an aggregate basis. 

"(iii) DATA COLLECTION.-The Secretary may 
require any entity that operates a medical resi
dency training program and to which subpara
graphs (F) and (G) apply to submit to the Sec
retary such additional information as the Sec
retary considers necessary to carry out such 
subparagraphs." 
SEC. 4624. PAYMENTS TO HOSPITALS FOR DIRECT 

COSTS OF GRADUATE MEDICAL EDU
CATION OF MEDICARE+CHOICE EN
ROLLEES. 

Section 1886(h)(3) (42 U.S.C. 1395ww(h)(3)) is 
amended by adding after subparagraph (C) the 
following: 

"(D) PAYMENT FOR MANAGED CARE ENROLL
EES.-

"(i) IN GENERAL.-For portions of cost report
ing periods occurring on or after January 1, 
1998, the Secretary shall provide for an addi
tional payment amount under this subsection 
for services furnished to individuals who are en
rolled under a risk-sharing contract with an eli
gible organization under section 1876 and who 
are entitled to part A or with a 
Medicare+Choice organization under part C. 
The amount of such a payment shall equal the 
applicable percentage of the product of-

"( I) the aggregate approved amount (as de
fined in subparagraph (B)) for that period; and 

"(//) the fraction of the total number of inpa
tient-bed days (as established by the Secretary) 
during the period which are attributable to such 
enrolled individuals . 

"(ii) APPLICABLE PERCENTAGE.-For purposes 
of clause (i), the applicable percentage is-

"(I) 20 percent in 1998, 
"(//) 40 percent in 1999, 
"(III) 60 percent in 2000, 
"(IV) 80 percent in 2001, and 
"(V) 100 percent in 2002 and subsequent years. 
"(iii) SPECIAL RULE FOR HOSPITALS UNDER RE-

IMBURSEMENT SYSTEM.-The Secretary shall es
tablish rules for the application of this subpara
graph to a hospital reimbursed under a reim
bursement system authorized under section 
1814(b)(3) in the same manner as it would apply 
to the hospital if it were not reimbursed under 
such section.". 
SEC. 4625. PERMITTING PAYMENT TO NONHOS

PITAL PROVIDERS. 
(a) IN GENERAL.-Section 1886 (42 u.s.c. 

1395ww), as amended by section 4421(a), is 
amended by adding at the end the following: 

"(k) PAYMENT TO NONHOSPITAL PROVIDERS.
"(]) IN GENERAL.-For cost reporting periods 

beginning on or after October 1, 1997, the Sec-
retary may establish rules for payment to quali
fied nonhospital providers for their direct costs 
of medical education, if those costs are incurred 
in the operation of an approved medical resi
dency training program described in subsection 
(h). Such rules shall specify the amounts, form, 
and manner in which such payments will be 
made and the portion of such payments that 
will be made from each of the trust funds under 
this title. 

"(2) QUALIFIED NONHOSPITAL PROVIDERS.-For 
purposes of this subsection, the term 'qualified 
nonhospital providers' means-

" ( A) a Federally qualified health center, as 
defined in section 1861(aa)(4); 

"(B) a rural health clinic, as defined in sec
tion 1861(aa)(2); 

"(C) Medicare+Choice organizations; and 
"(D) such other providers (other than hos

pitals) as the Secretary determines to be appro
priate.". 

(b) PROHIBITION ON DOUBLE PAYMENTS.-Sec
tion 1886(h)(3)(B) (42 U.S.C. 1395ww(h)(3)(B)) is 
amended by adding at the end the following: 
"The Secretary shall reduce the aggregate ap
proved amount to the extent payment is made 
under subsection (k) for residents included in 
the hospital's count of full-time equivalent resi
dents.". 
SEC. 4626. INCENTIVE PAYMENTS UNDER PLANS 

. FOR VOLUNTARY REDUCTION IN 
NUMBER OF RESIDENTS. 

(a) IN GENERAL.-Section 1886(h) (42 U.S.C. 
1395ww(h)) is amended by adding at the end the 
fallowing new paragraph: 

"(6) INCENTIVE PAYMENT UNDER PLANS FOR 
VOLUNTARY REDUCTION IN NUMBER OF RESI
DENTS.-

"(A) IN GENERAL.-ln the case of a voluntary 
residency reduction plan for which an applica
tion is approved under subparagraph (B), sub
ject to subparagraph ( F), each hospital which is 
part of the qualifying entity submitting the plan 
shall be paid an applicable hold harmless per
centage (as specified in subparagraph (E)) of 
the sum of-

"(i) the amount (if any) by which-
"( I) the amount of payment which would 

have been made under this subsection if there 
had been a 5-percent reduction in the number of 
full-time equivalent residents in the approved 
medical education training programs of the hos
pital as of June 30, 1997, exceeds 

"(II) the amount of payment which is made 
under this subsection, taking into account the 
reduction in such number effected under the re
duction plan; and 

"(ii) the amount of the reduction in payment 
under subsection (d)(5)(B) for the hospital that 
is attributable to the reduction in number of 
residents effected under the plan below 95 per
cent of the number of full-time equivalent resi
dents in such programs of the hospital as of 
June 30, 1997. 
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The determination of the amounts under clauses 
(i) and (ii) for any year shall be made on the 
basis of the provisions of this title in effect on 
the application deadline date for the first cal
endar year to which the reduction plan applies. 

" (B) APPROVAL OF PLAN APPLICAT/ONS.-The 
Secretary may not approve the application of an 
qualifying entity unless-

"(i) the application is submitted in a form and 
manner specified by the Secretary and by not 
later than November 1, 1999, 

"(ii) the application provides for the operation 
of a plan for the reduction in the number of 
full-time equivalent residents in the approved 
medical residency training programs of the enti
ty consistent with the requirements of subpara
graph (D); 

"(iii) the entity elects in the application the 
period of residency training years (not greater 
than 5) over which the reduction will occur; 

"(iv) the entity will not reduce the proportion 
of its residents in primary care (to the total 
number of residents) below such proportion as 
in effect as of the applicable time described in 
subparagraph (D)(v); and 

"(v) the Secretary determines that the appli
cation and the entity and such plan meet such 
other requirements as the Secretary specifies in 
regulations. 

"(C) QUALIFYING ENTITY.-For purposes of 
this paragraph, any of the following may be a 
qualifying entity: 

"(i) Individual hospitals operating one or 
more approved medical residency training pro
grams. 

"(ii) Two or more hospitals that operate such 
programs and apply for treatment under this 
paragraph as a single qualifying entity. 

"(iii) A qualifying consortium (as described in 
section 4628 of the Balanced Budget Act of 
1997). 

"(D) RESIDENCY REDUCTION REQUIREMENTS.
"(i) INDIVIDUAL HOSPITAL APPLICANTS.-Jn the 

case of a qualifying entity described in subpara
graph (C)(i), the number of full-time equivalent 
residents in all the approved medical residency 
training programs operated by or through the 
entity shall be reduced as follows: 

"(I) If the base number of residents exceeds 
750 residents, by a number equal to at least 20 
percent of such base number. 

"(II) Subject to subclause (JV), if the base 
number of residents exceeds 600 but is less than 
750 residents, by 150 residents. 

"(III) Subject to subclause (IV), if the base 
number of residents does not exceed 600 resi
dents, by a number equal to at least 25 percent 
of such base number. 

"(IV) In the case of a qualifying entity which 
is described in clause (v) and which elects treat
ment under this subclause, by a number equal to 
at least 20 percent of the base number. 

'.'(ii) JOINT APPLICANTS.-ln the case Of a 
qualifying entity described in subparagraph 
(C)(ii), the number of full-time equivalent resi
dents in the aggregate for all the approved med
ical residency training programs operated by or 
through the entity shall be reduced as follows: 

"(I) Subject to subclause (II), by a number 
equal to at least 25 percent of the base number. 

"(II) In the case of such a qualifying entity 
which is described in clause (v) and which elects 
treatment under this subclause, by a number 
equal to at least 20 percent of the base number. 

"(iii) CONSORTJA.-ln the case of a qualifying 
entity described in subparagraph (C)(iii), the 
number of full-time equivalent residents in the 
aggregate for all the approved medical residency 
training programs operated by or through the 
entity shall be reduced by a number equal to at 
least 20 percent of the base number. 

"(iv) MANNER OF REDUCTION.-The reductions 
specified under the preceding provisions of this 
subparagraph for a qualifying entity shall be 

below the base number of residents for that enti
ty and shall be fully effective not later than the 
5th residency training year in which the appli
cation under subparagraph (B) is effective. 

"(v) ENTITIES PROVIDING ASSURANCE OF IN
CREASE IN PRIMARY CARE RESIDENTS.-An entity 
is described in this clause if-

"( I) the base number of residents for the enti
ty is less than 750 or the entity is described in 
subparagraph (C)(i'i); and 

"(II) the entity represents in its application 
under subparagraph (B) that it will increase the 
number of full-time equivalent residents in pri
mary care by at least 20 percent (from such 
number included in the base number of resi
dents) by not later than the 5th residency train
ing year in which the application under sub
paragraph (B) is effective. 
If a qualifying entity fails to comply with the 
representation described in subclause (II) by the 
end of such 5th residency training year, the en
tity shall be subject to repayment of all amounts 
paid under this paragraph, in accordance with 
procedures established to carry out subpara
graph (F). 

"(Vi) BASE NUMBER OF RESIDENTS DEFINED.
For purposes of this paragraph, the term 'base 
number of residents' means, with respect to a 
qualifying entity (or its participating hospitals) 
operating approved medical residency training 
programs, the number of full-time equivalent 
residents in such programs (before application 
of weighting factors) of the entity as of the most 
recent residency training year ending before 
June 30, 1997, or, if less, for any subsequent resi
dency training year that ends before the date 
the entity makes application under this para
graph. 

"(E) APPLICABLE HOLD HARMLESS PERCENT
AGE.-For purposes of subparagraph (A), the 
'applicable hold harmless percentage' for the

"(i) first and second residency training years 
in which the reduction plan is in effect, 100 per
cent, 

"(ii) third such year, 75 percent, 
"(iii) fourth such year, 50 percent, and 
"(iv) fifth such year, 25 percent. 
"(F) PENALTY FOR NONCOMPLIANCE.-
"(i) IN GENERAL.-No payment may be made 

under this paragraph to a hospital for a resi
dency training year if the hospital has failed to 
reduce the number of full-time equivalent resi
dents (in the manner required under subpara
graph (D)) to the number agreed to by the Sec
retary and the qualifying entity in approving 
the application under this paragraph with re
spect to such year. 

"(ii) INCREASE IN NUMBER OF RESIDENTS IN 
SUBSEQUENT YEARS.-Jf payments are made 
under this paragraph to a hospital, and if the 
hospital increases the number of full-time equiv
alent residents above the number of such resi
dents permitted under the reduction plan as of 
the completion of the plan, then, as specified by 
the Secretary, the entity is liable for repayment 
to the Secretary of the total amounts paid under 
this paragraph to the entity. 

"(G) TREATMENT OF ROTATING RESIDENTS.-ln 
applying this paragraph, the Secretary shall es
tablish rules regarding the counting of residents 
who are assigned to institutions the medical 
residency training programs in which are not 
covered under approved applications under this 
paragraph.". 

(b) RELATION TO DEMONSTRATiON PROJECTS 
AND AUTHORITY.-

(]) Section 1886(h)(6) of the Social Security 
Act, added by subsection (a), other than sub
paragraph ( F)(ii) thereof, shall not apply to any 
residency training program with respect to 
which a demonstration project described in 
paragraph (3) has been approved by the Health 
Care Financing Administration as of May 27, 
1997. 

(2) Effective May 27, 1997, the Secretary of 
Health and Human Services is not authorized to 
approve any demonstration project described in 
paragraph (3) for any residency training year 
beginning before July 1, 2006. 

(3) A demonstration project described in this 
paragraph is a project that primarily provides 
for additional payments under title XVIII of the 
Social Security Act in connection with a reduc
tion in the number of residents in a medical resi
dency training program. 

(c) INTERIM, FINAL REGULATIONS.-ln order to 
carry out the amendment made by subsection (a) 
in a timely manner, the Secretary of Health and 
Human Services may first promulgate regula
tions that take effect on an interim basis, after 
notice and pending opportunity for public com
ment, by not later than 6 months after the date 
of the enactment of this Act. 
SEC. 4627. MED ICARE SPECIAL REIMBURSEMENT 

RULE FOR PRIMARY CARE COM
BINED RESIDENCY PROGRAMS. 

(a) IN GENERAL.-Section 1886(h)(5)(G) of the 
Social Security Act (42 U.S.C. 1395ww(h)(5)(G)) 
is amended-

(]) in clause (i), by striking "and (iii)" and 
inserting " , (iii) , and (iv)"; and 

(2) by adding at the end the following: 
"(iv) SPECIAL RULE FOR CERTAIN PRIMARY 

CARE COMBINED RESIDENCY PROGRAMS.-(!) Jn 
the case of a resident enrolled in a combined 
medical residency training program in which all 
of the individual programs (that are combined) 
are for training a primary care resident (as de
fined in subparagraph (H)), the period of board 
eligibility shall be the minimum number of years 
of formal training required to satisfy the re
quirements for initial board eligibility in the 
longest of the individual programs plus one ad
ditional year. 

"(JI) A resident enrolled in a combined med
ical residency training program that includes an 
obstetrics and gynecology program shall qualify 
for the period of board eligibility under sub
clause (I) if the other programs such resident 
combines with such obstetrics and gynecology 
program are for training a primary care resi
dent.". 

(b) EFFECTIVE DATE.-The amendments made 
by subsection (a) apply to combined medical 
residency training programs in effect for resi
dency years beginning on or after July 1, 1997. 
SEC. 4628. DEMONSTRATION PROJECT ON USE OF 

CONSORTIA. 
(a) IN GENERAL.- The Secretary of Health and 

Human Services (in this section ref erred to as 
the "Secretary") shall establish a demonstration 
project under which , instead of making pay
ments to teaching hospitals pursuant to section 
1886(h) of the Social Security Act, the Secretary 
shall make payments under this section to each 
consortium that meets the requirements of sub
section (b) and that applies to be included under 
the project. 

(b) QUALIFYING CONSORTIA.-For purposes of 
subsection (a), a consortium meets the require
ments of this subsection if the consortium is in 
compliance with the following: 

(1) The consortium consists of a teaching hos
pital with one or more approved medical resi
dency training programs and one or more of the 
fallowing entities: 

(A) A school of allopathic medicine or osteo
pathic medicine. 

(B) Another teaching hospital, which may be 
a children's hospital. 

(C) A Federally qualified health center. 
(D) A medical group practice. 
(E) A managed care entity. 
(F) An entity furnishing outpatient services. 
(G) Such other entity as the Secretary deter-

mines to be appropriate. 
(2) The members of the consortium have 

agreed to participate in the programs of grad
uate medical education that are operated by the 
entities in the consortium. 
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(3) With respect to the receipt by the consor

tium of payments made pursuant to this section, 
the members of the consortium have agreed on a 
method for allocating the payments among the 
members. 

(4) The consortium meets such additional re
quirements as the Secretary may establish. 

(c) AMOUNT AND SOURCE OF PAYMENT.-The 
total of payments to a qualifying consortium for 
a fiscal year pursuant to subsection (a) shall 
not exceed the amount that would have been 
paid under section 1886 (h) or (k) of the Social 
Security Act for the teaching hospital (or hos
pitals) in the consortium. Such payments shall 
be made in such proportion from each of the 
trust funds established under title XVIII of such 
Act as the Secretary specifies. 
SEC. 4629. RECOMMENDATIONS ON LONG-TERM 

POLICIES REGARDING TEACHING 
HOSPITALS AND GRADUATE MED
ICAL EDUCATION. 

(a) IN GENERAL.-The Medicare Payment Ad
visory Commission (established under section 
1805 of the Social Security Act and in this sec
tion ref erred to as the "Commission") shall ex
amine and develop recommendations on whether 
and to what extent medicare payment policies 
and other Federal policies regarding teaching 
hospitals and graduate medical education 
should be changed. Such recommendations shall 
include recommendations regarding each of the 
following: 

(1) Possible methodologies for making pay
ments for graduate medical education and the 
selection of entities to receive such payments. 
Matters considered under this paragraph shall 
include-

( A) issues regarding children's hospitals and 
approved medical residency training programs 
in pediatrics, and 

(B) whether and to what extent payments are 
being made (or should be made) for training in 
the nursing and other allied health professions. 

(2) Federal policies regarding international 
medical graduates. 

(3) The dependence of schools of medicine on 
service-generated income. 

( 4) Whether and to what extent the needs of 
the United States regarding the supply of physi
·cians, in the aggregate and in different special
ties, will change during the 10-year period be
ginning on October 1, 1997, and whether and to 
what extent any such changes will have signifi
cant financial effects on teaching hospitals. 

(5) Methods for promoting an appropriate 
number, mix, and geographical distribution of 
health professionals. 

(b) CONSULTATION.-ln conducting the study 
under subsection (a), the Commission shall con
sult with the Council on Graduate Medical Edu
cation and individuals with expertise in the 
area of graduate medical education, including-

(1) deans from allopathic and osteopathic 
schools of medicine; 

(2) chief executive officers (or equivalent ad
ministrative heads) from academic health cen
ters, integrated health care systems, approved 
medical residency training programs, and teach
ing hospitals that sponsor approved medical 
residency training programs; 

(3) chairs of departments or divisions from 
allopathic and osteopathic schools of medicine, 
schools of dentistry, and approved medical resi
dency training programs in oral surgery; 

(4) individuals with leadership experience 
from representative fields of non-physician 
health professionals; 

(5) individuals with substantial experience in 
the study of issues regarding the composition of 
the health care workforce of the United States; 
and 

(6) individuals with expertise in health care 
payment policies. 

(c) REPORT.-Not later than 2 years after the 
date of the enactment of this Act, the Commis-

sion shall submit to the Congress a report pro
viding its recommendations under this section 
and the reasons and justifications for such rec
ommendations. 
SEC. 4630. STUDY OF HOSPITAL OVERHEAD AND 

SUPERVISORY PHYSICIAN COMPO
NENTS OF DIRECT MEDICAL EDU
CATION COSTS. 

(a) IN GENERAL.-The Secretary of Health and 
Human Services shall conduct a study with re
spect to-

(1) variations among hospitals in the hospital 
overhead and supervisory physician components 
of their direct medical education costs taken 
into account under section 1886(h) of the Social 
Security Act, and 

(2) the reasons for such variations. 
(b) REPORT.-Not later than 1 year after the 

date of the enactment of this Act, the Secretary 
shall report the results of the study conducted 
under subsection (a) to the appropriate commit
tees of Congress, including recommendations for 
legislation reducing variations described in sub
section (a) that the Secretary finds inappro
priate. 

CHAPTER 3-PROVISIONS RELATING TO 
MEDICARE SECONDARY PAYER 

SEC. 4631. PERMANENT EXTENSION AND REVI
SION OF CERTAIN SECONDARY 
PAYER PROVISIONS. 

(a) APPLICATION TO DISABLED INDIVIDUALS JN 
LARGE GROUP HEALTH PLANS.-

(1) IN GENERAL.-Section 1862(b)(l)(B) (42 
U.S.C. 1395y(b)(l)(B)) is amended-

( A) in clause (i), by striking "clause (iv)" and 
inserting "clause (iii)"; 

(B) by striking clause (iii); and 
(C) by redesignating clause (iv) as clause (iii). 
(2) CONFORMING AMENDMENTS.-Paragraphs 

(1) through (3) of section 1837(i) (42 U.S.C. 
1395p(i)) and the second sentence of section 
1839(b) (42 U.S.C. 1395r(b)) are each amended by 
striking " 1862(b)(l)(B)(iv)" each place it ap
pears and inserting "1862(b)(l)(B)(iii)". 

(b) INDIVIDUALS WITH END STAGE RENAL DIS-
EASE.-Section 1862(b)(l)(C) (42 u.s.c. 
1395y(b)(l)(C)) is amended-

(1) in the last sentence by striking "October 1, 
1998" and inserting "the date of enactment of 
the Balanced Budget Act of 1997"; and 

(2) by adding at the end the following: "Effec
tive for items and services furnished on or after 
the · date of enactment of the Balanced Budget 
Act of 1997, (with respect to periods beginning 
on or after the date that is 18 months prior to 
such date), clauses (i) and (ii) shall be applied 
by substituting '30-month ' for '12-month' each 
place it appears.". 

(c) IRS-SSA-HCFA DATA MATCH.-
(1) SOCIAL SECURITY ACT.-Section 

1862(b)(5)(C) (42 U.S.C. 1395y(b)(5)(C)) is amend
ed by striking clause (iii). 

(2) INTERNAL REVENUE CODE.-Section 
6103(1)(12) of the Internal Revenue Code of 1986 
is amended by striking subparagraph ( F). 
SEC. 4632. CLARIFICATION OF TIME AND FILING 

LIMITATIONS. 
(a) EXTENSION OF CLAIMS FILING PERIOD.

Section 1862(b)(2)(B) (42 U.S.C. 1395y(b)(2)(B)) 
is amended by adding at the end the fallowing 
new clause: 

"(v) CLAIMS-FILING PERIOD.-Notwithstanding 
any other time limits that may exist for filing a 
claim under an employer group health plan, the 
United States may seek to recover conditional 
payments in accordance with this subparagraph 
where the request for payment is submitted to 
the entity required or responsible under this 
subsection to pay with respect to the item or 
service (or any portion thereof) under a primary 
plan within the 3-year period beginning on the 
date on which the item or service was fur
nished.". 

(b) EFFECTIVE DATE.-The amendments made 
by this section apply to items and services fur-

nished on or after the date of the enactment of 
this Act. 
SEC. 4633. PERMITI'ING RECOVERY AGAINST 

THIRD PARTY ADMINISTRATORS. 
(a) PERMITTING RECOVERY AGAINST THIRD 

PARTY ADMINISTRATORS OF PRIMARY PLANS.
Section 1862(b)(2)(B)(ii) (42 U.S.C. 
1395y(b)(2)(B)(ii)) is amended-

(1) by striking "under this subsection to pay" 
and inserting "(directly, as a third-party ad
ministrator, or otherwise) to make payment"; 
and 

(2) by adding at the end the following: "The 
United States may not recover from a third
party administrator under this clause in cases 
where the third-party administrator would not 
be able to recover the amount at issue from the 
employer or group health plan and is not em
ployed by or under contract with the employer 
or group health plan at the time the action for 
recovery is initiated by the United States or for 
whom it provides administrative services due to 
the insolvency or bankruptcy of the employer or 
plan.". 

(b) CLARIFICATION OF BENEFICIARY LIABIL
ITY.-Section 1862(b)(l) (42 U.S.C. 1395y(b)(l)) is 
amended by adding at the end the following 
new subparagraph: 

"(F) LIMITATION ON BENEFICIARY LIABILITY.
An individual who is entitled to benefits under 
this title and is furnished an item or service for 
which such benefits are incorrectly paid is not 
liable for repayment of such benefits under this 
paragraph unless payment of such benefits was 
made to the individual.". 

(C) EFFECTIVE DATE.-The amendments made 
by this section apply to items and services fur
nished on or after the date of the enactment of 
this Act. 

CHAPTER 4-0THER PROVISIONS 
SEC. 4641. PLACEMENT OF ADVANCE DIRECTIVE 

IN MEDICAL RECORD. 
(a) IN GENERAL.-Section 1866(f)(l)(B) (42 

U.S.C. 1395cc(f)(l)(B)) is amended by striking 
"in the individual's medical record" and insert
ing "in a prominent part of the individual's cur
rent medical record". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall apply to provider agree
ments entered into, renewed, or extended on or 
after such date (not later than 1 year after the 
date of the enactment of this Act) as the Sec
retary of Health and Human Services specifies. 
SEC. 4642. INCREASED CERTIFICATION PERIOD 

FOR CERTAIN ORGAN PROCURE· 
MENT ORGANIZATIONS. 

Section 1138(b)(l)(A)(ii) (42 U.S.C. 1320b-
8(b)(l)( A)(ii)) is amended by striking "two 
years" and inserting "2 years (4 years if the 
Secretary determines appropriate for an organi
zation on the basis of its past practices)". 
SEC. 4643. OFFICE OF THE CHIEF ACTUARY IN 

THE HEALTH CARE FINANCING AD
MINISTRATION. 

Section 1117 (42 U.S.C. 1317) is amended-
(1) in the heading, by inserting "AND CHIEF 

ACTUARY" after "THE ADMINISTRATOR"; 
(2) by inserting "(a)" before "The Adminis

trator"; and 
(3) by adding at the end the following: 
"(b)(l) There is established in the Health Care 

Financing Administration the position of Chief 
Actuary. The Chief Actuary shall be appointed 
by, and in direct line of authority to, the Ad
ministrator of such Administration. The Chief 
Actuary shall be appointed from among individ
uals who have demonstrated, by their education 
and experience, superior expertise in the actu
arial sciences. The Chief Actuary shall exercise 
such duties as are appropriate for the office of 
the Chief Actuary and in accordance with pro
fessional standards of actuarfal independence . 
The Chief Actuary may be removed only for 
cause. 
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"(2) The Chief Actuary shall be compensated 

at the highest rate of basic pay for the Senior 
Executive Service under section 5382(b) of title 5, 
United States Code.". 
SEC. 4644. CONFORMING AMENDMENTS TO COM· 

PLY WITH CONGRESSIONAL REVIEW 
OF AGENCY RULEMAKING. 

(a) DRG PROSPECTIVE PAYMENT RATE METH
ODOLOGY.-

(1) IN GENERAL.- Section 1886(d)(6) (42 u.s.c. 
1395ww(d)(6)) is amended by striking "Sep
tember 1" and inserting "August 1". 

(2) TRANSITION RULE FOR FISCAL YEAR 1998.
With respect to the publication in the Federal 
Register of the DRG prospective payment rate 
methodology under such section for fiscal year 
1998, the term "60 days" in section 801(a)(3)(A) 
and section 802(a) of title 5, United States Code, 
is deemed to be a reference to "30 days". 

(b) HOSPITAL PAYMENT UPDATES.-
(1) IN GENERAL.-Section 1886(e) (42 U.S.C. 

1395ww(e) is amended-
( A) in paragraph (5)( A) by striking "May 1" 

and inserting "April 1 "; and 
(B) in paragraph (5)(B) by striking "Sep

tember 1" and inserting "August l". 
(2) TRANSITION RULE FOR FISCAL YEAR 1998.

With respect to the publication in the Federal 
Register of the appropriate change factor for in
patient hospital services for discharges in fiscal 
year 1998 under section 1886(e)(5)(B) (42 U.S.C. 
1395ww(e)(5)(B)), the term "60 days" in section 
801(a)(3)(A) and section 802(a) of title 5, United 
States Code, is deemed to be a reference to "30 
days". 

(C) APPLICATIONS FOR GEOGRAPHIC RECLASSI
FICATION.-

(1) IN GENERAL.-Section 1886(d)(JO)(C) (42 
U.S.C. 1395ww(d)(10)(C)) is amended in clause 
(ii), by striking ''the first day of the preceding 
fiscal year." and inserting "the first day of the 
13-month period ending on September 30 of the 
preceding fiscal year." 

(2) SPECIAL RULE FOR APPLICATIONS RECEIVED 
IN FISCAL YEAR 1997.-In the case of an applica
tion for a change in geographic classification 
under such section for fiscal year 1999, the Sec
retary of Health and Human Services shall 
shorten the deadlines under such section so as 
to permit completion of a final decision by the 
Secretary by June 15, 1998. 

(d) PHYSICIAN FEE SCHEDULE.-Section 
1848(b)(l) (42 U.S.C. 1395w-4(b)(l)) is amended 
by striking "Before January 1 of each year be
ginning with 1992" and inserting "Before No
vember 1 of the preceding year, for each year be
ginning with 1998". 

Subtitle H-Medicaid 
CHAPTER 1-MANAGED CARE 

SEC. 4701. STATE OPTION OF USING MANAGED 
CARE; CHANGE IN TERMINOLOGY. 

(a) USE OF MANAGED CARE GENERALLY.-Title 
XIX is amended by redesignating section 1932 as 
section 1933 and by inserting after section 1931 
the fallowing new section: 

"PROVISIONS RELATING TO MANAGED CARE 
"SEC. 1932. (a) STATE OPTION To USE MAN

AGED CARE.-
"(1) USE OF MEDICAID MANAGED CARE ORGANI

ZATIONS AND PRIMARY CARE CASE MANAGERS.-
"( A) IN GENERAL-Subject to the succeeding 

provisions of this section, and notwithstanding 
paragraph (1) , (lO)(B), or (23)(A) of section 
1902( a) , a State-

" (i) may require an individual who is eligible 
for medical assistance under the State plan 
under this title to enroll with a managed care 
entity as a condition of receiving such assist
ance (and, with respect to assistance furnished 
by or under arrangements with such entity, to 
receive such assistance through the entity), if-

"(!) the entity and the contract with the State 
meet the applicable requirements of this section 
and section 1903(m) or section 1905(t), and 

" (II) the requirements described in the suc
ceeding paragraphs of this subsection are met; 
and 

"(ii) may restrict the number of provider 
agreements with managed care entities under 
the State plan if such restriction does not sub
stantially impair access to services. 

"(B) DEFINTTION OF MANAGED CARE ENTITY.
In this section, the term 'managed care entity' 
means-

"(i) a medicaid managed care organization, as 
defined in section 1903(m)(l)(A), that provides or 
arranges for services for enrollees under a con
tract pursuant to section 1903(m); and 

"(ii) a primary care case manager, as defined 
in section 1905(t)(2). 

"(2) SPECIAL RULES.-
"( A) EXEMPTION OF CERTAIN CHILDREN WITH 

SPECTAL NEEDS.-A State may not require under 
paragraph (1) the enrollment in a managed care 
entity of an individual under 19 years of age 
who-

"(i) is eligible for supplemental security in-
come under title XV I; 

"(ii) is described in section 501(a)(l)(D); 
"(iii) is described in section 1902(e)(3); 
"(iv) is receiving foster care or adoption as

sistance under part E of title IV; or 
"(v) is in foster care or otherwise in an out

of-home placement. 
"(B) EXEMPTION OF MEDICARE BENE-

FICIARIES.-A State may not require under para
graph (1) the enrollment in a managed care en
tity of an individual who is a qualified medicare 
beneficiary (as defined in section 1905(p)(l)) or 
an individual otherwise eligible for benefits 
under title XVIII. 

"(C) INDIAN ENROLLMENT.- A State may not 
require under paragraph (1) the enrollment in a 
managed care entity. of an individual who is an 
Indian (as defined in section 4(c) of the Indian 
Health Care Improvement Act of 1976 (25 U.S.C. 
1603(c)) unless the entity is one of the following 
(and only if such entity is participating under 
the plan): 

"(i) The Indian Health Service. 
"(ii) An Ind·ian health program operated by 

an Indian tribe or tribal organization pursuant 
to a contract, grant, cooperative agreement, or 
compact with the Indian Health Service pursu
ant to the Indian Self-Determination Act (25 
U.S.C. 450 et seq.). 

"(iii) An urban Indian health program oper
ated by an urban Indian organization pursuant 
to a grant or contract with the Indian Health 
Service pursuant to title V of the Indian Health 
Care Improvement Act (25 U.S.C. 1601 et seq.). 

"(3) CHOICE OF COVERAGE.-
" ( A) IN GENERAL.-A State must permit an in

dividual to choose a managed care entity from 
not less than two such entities that meet the ap
plicable requirements of this section, and of sec
tion 1903(m) or section 1905(t). 

"(B) STATE OPTION.-At the option of the 
State, a State shall be considered to meet the re
quirements of subparagraph (A) in the case of 
an individual residing in a rural area, if the 
State requires the individual to enroll with a 
managed care entity if such entity-

"(i) permits the individual to receive such as
sistance through not less than two physicians or 
case managers (to the extent that at least two 
physicians or case managers are available to 
provide such assistance in the area), and 

(ii) permits the individual to obtain such as
sistance from any other provider in appropriate 
circumstances (as established by the State under 
regulations of the Secretary). 

"(C) TREATMENT OF CERTAIN COUNTY-OPER
ATED HEALTH INSURING ORGANIZATIONS.-A State 
shall be considered to meet the requirement of 
subparagraph (A) if-

"(i) the managed care entity in which the in
dividual is enrolled is a health-insuring organi
zation which-

"(I) first became operational prior to January 
1, 1986, or 

"(II) is described in section 9517(c)(3) of the 
Omnibus Budget Reconciliation Act of 1985 (as 
added by section 4734(2) of the Omnibus Budget 
Reconciliation Act of 1990), and 

"(ii) the individual is given a choice between 
at least two providers within such entity . 

"(4) PROCESS FOR ENROLLMENT AND TERMI
NATION AND CHANGE OF ENROLLMENT.-As condi
tions under paragraph (1)( A)-

"( A) IN GENERAL.-The State, enrollment 
broker (if any), and managed care entity shall 
permit an individual eligible for medical assist
ance under the State plan under this title who 
is enrolled with the entity under this title to ter
minate (or change) such enrollment-

"(i) for cause at any time (consistent with sec
tion 1903(m)(2)( A)(vi)), and 

"(ii) without cause-
"( I) during the 90-day period beginning on 

the date the individual receives notice of such 
enrollment, and 

"(II) at least every 12 months thereafter. 
"(B) NOTICE OF TERMINATION RIGHTS.-The 

State shall provide for notice to each such indi
vidual of the opportunity to terminate (or 
change) enrollment under such conditions. Such 
notice shall be provided at least 60 days before 
each annual enrollment opportunity described 
in subparagraph (A)( ii)( II). 

"(C) ENROLLMENT PRJORITIES.-In carrying 
out paragraph (l)(A), the State shall establish a 
method for establishing enrollment priorities in 
the case of a managed care entity that does not 
have sufficient capacity to enroll all such indi
viduals seeking enrollment under which individ
uals already enrolled with the entity are given 
priority in continuing enrollment with the enti
ty. 

"(D) DEFAULT ENROLLMENT PROCESS.-In car
rying out paragraph (1)( A), the State shall es
tablish a def a ult enrollment process-

" (i) under which any such individual who 
does not enroll with a managed care entity dur
ing the enrollment period specified by the State 
shall be enrolled by the State with such an enti
ty which has not been found to be out of sub
stantial compliance with the applicable require
ments of this section and of section 1903(m) or 
section 1905(t); and 

"(ii) that takes into consideration-
"(!) maintaining existing provider-individual 

relationships or relationships with providers 
that have traditionally served beneficiaries 
under this title; and 

"(II) if maintaining such provider relation
ships is not possible, the equitable distribution 
of such individuals among qualified managed 
care entities available to enroll such individ
uals, consistent with the enrollment capacities 
of the entities. 

"(5) PROVISION OF INFORMATION.-
"( A) INFORMATION JN EASILY UNDERSTOOD 

FORM.- Each State, enrollment broker, or man
aged care entity shall provide all enrollment no
tices and informational and instructional mate
rials relating to such an entity under this title 
in a manner and form which may be easily un
derstood by enrollees and potential enrollees of 
the entity who are eligible for medical assistance 
under the State plan under this title. 

" (B) INFORMATION TO ENROLLEES AND POTEN
TIAL ENROLLEES.-Each managed care entity 
that is a medicaid managed care organization 
shall, upon request, make available to enrollees 
and potential enrollees in the organization's 
service area information concerning the f al
lowing : 

"(i) PROVIDERS.-The identity, locations, 
qualifications, and availability of health care 
providers that participate with the organization. 

"(ii) ENROLLEE RIGHTS AND RESPONSIBIL
ITIES.-The rights and responsibilities of enroll
ees. 
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"(iii) GRIEVANCE AND APPEAL PROCEDURES.

The procedures available to an enrollee and a 
health care provider to challenge or appeal the 
failure of the organization to cover a service. 

"(iv) INFORMATION ON COVERED ITEMS AND 
SERVJCES.-All items and services that are avail
able to enrollees under the contract between the 
State and the organization that are covered ei
ther directly or through a method of referral 
and prior authorization. Each managed care en
tity that is a primary care case manager shall, 
upon request, make available to enrollees and 
potential enrollees in the organization's service 
area the information described in clause (iii). 

"(C) COMPARATIVE INFORMATION.-A State 
that requires individuals to enroll with managed 
care entities under paragraph (1)( A) shall annu
ally (and upon request) provide, directly or 
through the managed care entity, to such indi
viduals a list identifying the managed care enti
ties that are (or will be) available and informa
tion (presented in a comparative, chart-like 
form) relating to the fallowing for each such en
tity offered: 

"(i) BENEFITS AND COST-SHARING.- The bene
fits covered and cost-sharing imposed by the en
tity. 

"(ii) SERVICE AREA.-The service area of the 
entity. 

"(iii) QUALITY AND PERFORMANCE.-To the ex
tent available, quality and performance indica
tors for the benefits under the entity. 

"(D) INFORMATION ON BENEFITS NOT COVERED 
UNDER MANAGED CARE ARRANGEMENT.-A State, 
directly or through managed care entities, shall , 
on or before an individual enrolls with such an 
entity under this title, inform the enrollee in a 
written and prominent manner of any benefits 
to which the enrollee may be entitled to under 
this title but which are not made available to 
the enrollee through the entity . Such informa
tion shall include information on where and 
how such enrollees may access benefits not made 
available to the enrollee through the entity.". 

(b) CHANGE IN TERMINOLOGY.-
(1) IN GENERAL.- Section 1903(m)(l)(A) (42 

U.S.C. 1396b(m)) is amended-
( A) by striking "The term" and all that fol

lows through "and-" and inserting "The term 
'medicaid managed care organization' means a 
health maintenance organization, an eligible or
ganization with a contract under section 1876 or 
a Medicare+Choice organization with a contract 
under part C of title XVIII, a provider spon
sored organization, or any other public or pri
vate organization, which meets the requirement 
of section 1902(w) and-"; and 

(B) by adding after and below clause (ii) the 
following: 
"An organization that is a qualified health 
maintenance organization (as defined in section 
1310(d) of the Public Health Service Act) is 
deemed to meet the requirements of clauses (i) 
and (ii).". 

(2) CONFORMING CHANGES IN TERMINOLOGY.
(A) Each of the following provisions is amended 
by striking "health maintenance organization" 
and inserting "medicaid managed care organi
zation": 

(i) Section 1902(a)(23) (42 U.S.C. 1396a(a)(23)). 
(ii) Section 1902(a)(57) (42 U.S.C. 1396a(a)(57)) . 
(iii) Section 1902(p)(2) (42 U.S.C. 1396a(p)(2)). 
(iv) Section 1902(w)(2)(E) (42 U.S.C. 

1396a(W)(2)(E)). 
(v) Section 1903(k) (42 U.S.C. 1396b(k)). 
(vi) In section 1903(m)(l)(B). 
(vii) In subparagraphs ( A)(i) and (H)(i) of sec

tion 1903(m)(2) (42 U.S.C. 1396b(m)(2)) . 
(viii) Section 1903(m)(4)(A) (42 U.S.C. 

1396b(m)(4)(A)), the first place it appears. 
(ix) Section 1925(b)(4)(D)(iv) (42 U.S.C. 1396r-

6(b)(4)(D)(iv)). 
(x) Section 1927(j)(l) (42 U.S.C. 1396r-8(j)(l)) is 

amended by striking " ***Health Maintenance 

Organizations, including those organizations" 
and inserting "health maintenance organiza
tions, including medicaid managed care organi
zations''. 

(B) Section 1903(m)(2)(H) (42 U.S.C. 
1396b(m)(2)(H)) is amended, in the matter fol
lowing clause (iii), by striking "health mainte
nance". 

(C) Clause (viii) of section 1903(w)(7)(A) (42 
U.S.C. 1396b(w)(7)(A)) is amended to read as fol
lows: 

"(viii) Services of a medicaid managed care 
organization with a contract under section 
1903(m). " . 

(D) Section 1925(b)(4)(D)(iv) (42 U.S.C. 1396r-
6(b)(4)(D)(iv)) is amended-

(i) in the heading, by striking "HMO" and in
serting "MEDICAID MANAGED CARE ORGANIZA
TION"; and 

(ii) by inserting ''and the applicable require
ments of section 1932" before the period at the 
end. 

(c) COMPLIANCE OF CONTRACT WITH NEW RE
QUIREMENTS.-Section 1903(m)(2)( A) (42 u.s.c. 
1396b(m)(2)(A)) is amended-

(1) by striking "and" at the end of clause (x), 
(2) by striking the period at the end of clause 

(xi) and inserting ";and"; and 
(3) by adding at the end the following: 
"(xi) such contract, and the entity complies 

with the applicable requirements of section 
1932. ". 

(d) CONFORMING AMENDMENTS TO FREEDOM
OF-CHOJCE AND TERMINATION OF ENROLLMENT 
REQUJREMENTS.-

(1) Section 1902(a)(23) (42 U.S.C. 1396a(a)(23)), 
as amended by section 4724( d), is amended by 
striking "and in section 1915" and inserting ", 
in section 1915, and in section 1932(a)". 

(2) Section 1903(m)(2) (42 U.S.C. 1396b(m)(2)) is 
amended-

( A) in paragraph ( A)(vi)-
(i) by striking "except as provided under sub

paragraph (F), ", 
(ii) by striking "without cause" and all that 

follows through "for such termination" and in
serting "in accordance with section 1932(a)(4);", 

(iii) by inserting "in accordance with such 
section" after "provides for notification"; and 

(B) by striking subparagraph (F). 
S EC. 4 702. PRIMARY CARE CASE MANAGEMENT 

SERVICES AS S TA TE OPTION WITH
OUT NEED FOR WAIVER. 

(a) IN GENERAL.-Section 1905 (42 u.s.c. 
1396d) is amended-

(1) in subsection (a)-
( A) by striking "and" at the end of paragraph 

(24); 
(B) by redesignating paragraph (25) as para

graph (26) and by striking the period at the end 
of such paragraph and inserting a comma; and 

(C) by inserting after paragraph (24) the f al
lowing new paragraph: 

"(25) primary care case management services 
(as defined in subsection (t)); and"; and 

(2) by adding at the end the fallowing new 
subsection: 

"(t)(l) The term 'primary care case manage
ment services' means case-management related 
services (including locating, coordinating, and 
monitoring of health care services) provided by 
a primary care case manager under a primary 
care case management contract. 

"(2) The term 'primary care case manager' 
means any of the following that provides serv
ices of the type described in paragraph (1) under 
a contract ref erred to in such paragraph: 

"(A) A physician, a physician group practice, 
or an entity employing or having other arrange
ments with physicians to provide such services. 

"(B) At State option-
"(i) a nurse practitioner (as described in sec

tion 1905(a)(21)); 
"(ii) a certified nurse-midwife (as defined in 

section 1861(gg)); or 

"(iii) a physician assistant (as defined in sec
tion 1861(aa)(5)). 

"(3) The term 'primary care case management 
contract' means a contract between a primary 
care case manager and a State under which the 
manager undertakes to locate, coordinate, and 
monitor covered primary care (and such other 
covered services as may be specified under the 
contract) to all individuals enrolled with the 
manager, and which-

"( A) provides for reasonable and adequate 
hours of operation, including 24-hour avail
ability of information, referral, and treatment 
with respect to medical emergencies; 

"(B) restricts enrollment to individuals resid
ing sufficiently near a service delivery site of 
the manager to be able to reach that site within 
a reasonable time using available and affordable 
modes of transportation; 

"(C) provides for arrangements with, or ref er
rals to, sufficient numbers of physicians and 
other appropriate health care professionals to 
ensure that services under the contract can be 
furnished to enrollees promptly and without 
compromise to quality of care; 

"(D) prohibits discrimination on the basis of 
health status or requirements for health care 
services in enrollment, disenrollment, or re
enrollment of individuals eligible for medical as
sistance under this title; 

"(E) provides for a right for an enrollee to ter
minate enrollment in accordance with section 
1932(a)(4); and 

"(F) complies with the other applicable provi
sions of section 1932. 

"(4) For purposes of this subsection, the term 
'primary care' includes all health care services 
customarily provided in accordance with State 
licensure and certification laws and regulations, 
and all laboratory services customarily provided 
by or through, a general practitioner, family 
medicine physician, internal medicine physi
cian, obstetrician/gynecologist, or pediatri
cian.". 

(b) CONFORMING AMENDMENTS.-
(]) APPLICATION OF REENROLLMENT PROVI

SIONS TO PCCMS.-Section 1903(m)(2)(H) (42 
U.S.C. 1396b(m)(2)(H)) is amended-

( A) in clause (i), by inserting before the 
comma the fallowing: "or with a · primary care 
case manager with a contract described in sec
tion 1905(t)(3)"; and 

(B) by inserting before the period at the end 
the following: "or with the manager described 
in such clause if the manager continues to have 
a contract described in section 1905(t)(3) with 
the State''. 

(2) CONFORMING CROSS-REFERENCE.-Section 
J902(j) (42 U.S.C. 1396a(j)) is amended by strik
ing "paragraphs (1) through (25)" and inserting 
"a numbered paragraph of''. 
SEC. 4708. ELIMINATION OF 75:25 RES TRICTION 

ON RISK CONTRACTS. 
(a) IN GENERAL.-Section 1903(m)(2)(A) (42 

U.S.C. 1396b(m)(2)(A)) is amended by striking 
clause (ii). 

(b) CONFORMING AMENDMENTS.-
(]) Section 1903(m)(2) (42 U.S.C. 1396b(m)(2)) is 

amended-
( A) by striking subparagraphs (C), (D), and 

(E); and 
(B) in subparagraph (G), by striking "clauses 

(i) and (ii)" and inserting "clause (i)" . 
(2) Section 1925(b)(4)(D)(iv) (42 U.S.C. 1396r-

6(b)(4)(D)(iv)) is amended by striking "less than 
50 percent" and all that follows up to the period 
at the end. 
SEC. 4704. INCREASED BENEFI CIARY PROTEC

TIONS. 
(a) IN GENERAL.-Section 1932, as added by 

section 4701(a), is amended by adding at the end 
the following: 

"(b) BENEFICIARY PROTECTIONS.-
"(]) SPECIFICATION OF BENEFJTS.-Each con

tract with a managed care entity under section 
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1903(m) or under section 1905(t)(3) shall specify 
the benefits the provision (or arrangement) for 
which the entity is responsible. 

"(2) ASSURING COVERAGE TO EMERGENCY SERV
ICES.-

"(A) IN GENERAL.-Each contract with a med
icaid managed care organization under section 
1903(m) and each contract with a primary care 
case manager under section 1905(t)(3) shall re
quire the organization or manager-

"(i) to provide coverage for emergency services 
(as defined in subparagraph (B)) without regard 
to prior authorization or the emergency care 
provider's contractual relationship with the or
ganization or manager, and 

"(ii) to comply with guidelines established 
under section 1852(d)(2) (respecting coordination 
of post-stabilization care) in the same manner as 
such guidelines apply to Medicare+Choice plans 
offered under part C of title XVIII. 
The requirement under clause (ii) shall first 
apply 30 days after the date of promulgation of 
the guidelines ref erred to in such clause. 

"(B) EMERGENCY SERVICES DEFINED.-ln sub
paragraph (A)(i), the term 'emergency services' 
means, with respect to an individual enrolled 
with an organization, covered inpatient and 
outpatient services that-

" (i) are furnished by a provider that is quali
fied to furnish such services under this title, and 

"(ii) are needed to evaluate or stabilize an 
emergency medical condition (as defined in sub
paragraph (C)). 

"(C) EMERGENCY MEDICAL CONDITION DE
FINED.-ln subparagraph (B)(ii), the term 'emer
gency medical condition' means a medical condi
tion manifesting itself by acute symptoms of suf
ficient severity (including severe pain) such that 
a prudent layperson, who possesses an average 
knowledge of health and medicine, could rea
sonably expect the absence of immediate medical 
attention to result in-

"(i) placing the health of the individual (or, 
with respect to a pregnant woman, the health of 
the woman or her unborn child) in serious jeop
ardy, 

"(ii) serious impairment to bodily functions, 
or 

" (iii) serious dysfunction of any bodily organ 
or part. 

"(3) PROTECTION OF ENROLLEE-PROVIDER COM
MUNICATIONS.-

"(A) IN GENERAL.-Subject to subparagraphs 
(B) and (C), under a contract under section 
1903(m) a medicaid managed care organization 
(in relation to an individual enrolled under the 
contract) shall not prohibit or otherwise restrict 
a covered health care professional (as defined in 
subparagraph (D)) from advising such an indi
vidual who is a patient of the professional about 
the health status of the individual or medical 
care or treatment for the individual 's condition 
or disease, regardless of whether benefits for 
such care or treatment are provided under the 
contract, if the professional is acting within the 
lawful scope of practice. 

"(B) CONSTRUCTION.-Subparagraph (A) shall 
not be construed as requiring a medicaid man
aged care organization to provide, reimburse for, 
or provide coverage of, a counseling or referral 
service if the organization-

"(i) objects to the provision of such ·service on 
moral or religious grounds; and 

"(ii) in the manner and through the written 
instrumentalities such organization deems ap
propriate, makes available information on its 
policies regarding such service to prospective en
rollees before or during enrollment and to en
rollees within 90 days after the date that the or
ganization adopts a change in policy regarding 
such a counseling or referral service. 
Nothing in this subparagraph shall be construed 
to affect disclosure requirements under State 
law or under the Employee Retirement Income 
Security Act of 1974. 

"(C) HEALTH CARE PROFESSIONAL DEFINED.
For purposes of this paragraph, the term 'health 
care professional' means a physician (as defined 
in section 1861(r)) or other health care profes
sional if coverage for the professional 's services 
is provided under the contract ref erred to in 
subparagraph (A) for the services of the prof es
sional. Such term includes a podiatrist, optom
etrist, chiropractor, psychologist, dentist, physi
cian assistant, physical or occupational thera
pist and therapy assistant, speech-language pa
thologist, audiologist, registered or licensed 
practical nurse (including nurse practitioner, 
clinical nurse specialist, certified registered 
nurse anesthetist, and certified nurse-midwife), 
licensed certified social worker, registered res
piratory therapist, and certified respiratory 
therapy technician. 

"(4) GRIEVANCE PROCEDURES.-Each medicaid 
managed care organization shall establish an 
internal grievance procedure under which an 
enrollee who is eligible for medical assistance 
under the State plan under this title, or a pro
vider on behalf of such an enrollee, may chal
lenge the denial of coverage of or payment for 
such assistance. 

"(5) DEMONSTRATION OF ADEQUATE CAPACITY 
AND SERVICES.-Each medicaid managed care or
ganization shall provide the State and the Sec
retary with adequate assurances (in a time and 
manner determined by the Secretary) that the 
organization, with respect to a service area, has 
the capacity to serve the expected enrollment in 
such service area, including assurances that the 
organization-

"( A) offers an appropriate range of services 
and access to preventive and primary care serv
ices for the population expected to be enrolled in 
such service area, and 

"(B) maintains a sufficient number, mix, and 
geographic distribution of providers of services. 

"(6) PROTECTING ENROLLEES AGAINST LIABIL
ITY FOR PAYMENT.-Each medicaid managed 
care organization shall provide that an indi
vidual eligible for medical assistance under the 
State plan under this title who is enrolled with 
the organization may not be held liable-

"( A) for the debts of the organization, in the 
event of the organization's insolvency, 

"(B) for services provided to the individual
"(i) in the event of the organization failing to 

receive payment from the State for such services; 
or 

"(ii) in the event of a health care provider 
with a contractual, referral, or other arrange
ment with the organization failing to receive 
payment from the State or the organization for 
such services, or 

"(C) for payments to a provider that furnishes 
covered services under a contractual, referral, or 
other arrangement with the organization in ex
cess of the amount that would be owed by the 
individual if the organization had directly pro
vided the services. 

"(7) ANTIDISCRIMINATION.-A medicaid man
aged care organization shall not discriminate 
with respect to participation, reimbursement, or 
indemnification as to any provider who is acting 
within the scope of the provider's license or cer
tification under applicable State law, solely on 
the basis of such license or certification. This 
paragraph shall not be construed to prohibit an 
organization from including providers only to 
the extent necessary to meet the needs of the or
ganization's enrollees or from establishing any 
measure designed to maintain quality and con
trol costs consistent with the responsibilities of 
the organization. 

"(8) COMPLIANCE WITH CERTAIN MATERNITY 
AND MENTAL HEALTH REQUIREMENTS.-Each 
medicaid managed care organization shall com
ply with the requirements of subpart 2 of part A 
of title XXVII of the Public Health Service Act 
insofar as such requirements apply and are ef-

fective with r:espect to a health insurance issuer 
that offers group health insurance coverage.". 

(b) PROTECTION OF ENROLLEES AGAINST BAL
ANCE BILLING THROUGH SUBCONTRACTORS.-Sec
tion 1128B(d)(J) (42 U.S.C. 1320a-7b(d)(l)) is 
amended by inserting "(or, in the case of serv
ices provided to an individual enrolled with a 
medicaid managed care organization under title 
XIX under a contract under section 1903(m) or 
under a contractual, referral, or other arrange
ment under such contract, at a rate tn excess of 
the rate permitted under such contract)" before 
the comma at the end. 
SEC. 4705. QUAUTY ASSURANCE STANDARDS. 

(a) IN GENERAL.-Section 1932 is further 
amended by adding at the end the following: 

"(c) QUALITY ASSURANCE STANDARDS.-
"(]) QUALITY ASSESSMENT AND IMPROVEMENT 

STRATEGY.-
"( A) IN GENERAL.-![ a State provides for con

tracts with medicaid managed care organiza
tions under section 1903(m), the State shall de
velop and implement a quality assessment and 
improvement strategy consistent with this para
graph. Such strategy shall include the fol
lowing: 

"(i) ACCESS STANDARDS.-Standards for access 
to care so that covered services are available 
within reasonable timeframes and in a manner 
that ensures continuity of care and adequate 
primary care and specialized services capacity. 

"(ii) OTHER MEASURES.-Examination of other 
aspects of care and service directly related to 
the improvement of quality of care (including 
grievance procedures and marketing and inf or
mation standards). 

"(iii) MONITORING PROCEDURES.-Procedures 
for monitoring and evaluating the quality and 
appropriateness of care and services to enrollees 
that reflect the full spectrum of populations en
rolled under the contract and that includes re
quirements for provision of quality assurance 
data to the State using the data and informa
tion set that the Secretary has specified for use 
under part C of title XVIII or such alternative 
data as the Secretary approves, in consultation 
with the State. 

"(iv) PERIODIC REVIEW.-Regular, periodic ex
aminations of the scope and content of the 
strategy. 

"(B) STANDARDS.-The strategy developed 
under subparagraph (A) shall be consistent with 
standards that the Secretary first establishes 
within 1 year after the date of the enactment of 
this section. Such standards shall not preempt 
any State standards that are more stringent 
than such standards. Guidelines relating to 
quality assurance that are applied under section 
1915(b)(l) shall apply under this subsection 
until the effective date of standards for quality 
assurance established under this subparagraph. 

"(C) MONJTORING.-The Secretary shall mon
itor the development and implementation of 
strategies under subparagraph (A). 

"(D) CONSULTATION.-The Secretary shall 
conduct activities under subparagraphs (B) and 
(C) in consultation with the States. 

"(2) EXTERNAL INDEPENDENT REVIEW OF MAN
AGED CARE ACTIVITIES.-

"( A) REVIEW OF CONTRACTS.-
"(i) IN GENERAL.-Each contract under section 

1903(m) with a medicaid managed care organiza
tion shall provide for an annual (as appro
priate) external independent review conducted 
by a qualified independent entity of the quality 
outcomes and timeliness of, and access to, the 
items and services for which the organization is 
responsible under the contract. The requirement 
for such a review shall not apply until after the 
date that the Secretary establishes the identi
fication method described in clause (ii). 

"(ii) QUALIFICATIONS OF REVIEWER.- The Sec
retary, in consultation with the States, shall es
tablish a method for the identification of entities 



...... ~ ..... ·~-~ 

16304 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
that are qualified to conduct reviews under 
clause (i). 

"(iii) USE OF PROTOCOLS.-The Secretary, in 
coordination with the National Governors' Asso
ciation, shall contract with an independent 
quality review organization (such as the Na
tional Committee for Quality Assurance) to de
velop the protocols to be used in external inde
pendent reviews conducted under this para
graph on and after January 1, 1999. 

"(iv) AVAILABILITY OF RESULTS.-The results 
of each external independent review conducted 
under this subparagraph shall be available to 
participating health care providers, enrollees, 
and potential enrollees of the organization, ex
cept that the results may not be made available 
in a manner that discloses the identity of any 
individual patient. 

"(B) NONDUPLICATION OF ACCREDITATION.-A 
State may provide that, in the case of a med
icaid managed care organization that is accred
ited by a private independent entity (such as 
those described in section 1852(e)(4)) or that has 
an external review conducted under section 
1852(e)(3), the external review activities con
ducted under subparagraph (A) with respect to 
the organization shall not be duplicative of re
view activities conducted as part of the accredi
tation process or the external review conducted 
under such section. 

"(C) DEEMED COMPLIANCE FOR MEDICARE 
MANAGED CARE ORGANIZATJONS.-At the option 
of a State, the requirements of subparagraph (A) 
shall not apply with respect to a medicaid man
aged care organization if the organization is an 
eligible organization with a contract in effect 
under section 1876 or a Medicare+Choice organi
zation with a contract in effect under C of title 
XVIII and the organization has had a contract 
in effect under section 1903(m) at least during 
the previous 2-year period. 

(b) INCREASED FFP FOR EXTERNAL QUALITY 
REVIEW ORGANIZATJONS.-Section 1903(a)(3)(C) 
(42 U.S.C. 1396b(a)(3)(C)) is amended-

(1) by inserting "(i)" after "(C)", and 
(2) by adding at the end the following new 

clause: 
"(ii) 75 percent of the sums expended with re

spect to costs incurred during such quarter (as 
found necessary by the Secretary for the proper 
and efficient administration of the State plan) 
as are attributable to the per[ ormance of inde
pendent external reviews conducted under sec
tion 1932(c)(2); and". 

(C) STUDIES AND REPORTS.-
(1) GAO STUDY AND REPORT ON QUALITY AS

SURANCE AND ACCREDITATION STANDARDS.-
( A) STVDY.-The Comptroller General of the 

United States shall conduct a study and anal
ysis of the quality assurance programs and ac
creditation standards applicable to managed 
care entities operating in the private sector, or 
to such entities that operate under contracts 
under the medicare program under title XVIII of 
the Social Security Act (42 U.S.C. 1395 et seq.). 
Such study shall determine-

(i) if such programs and standards include 
consideration of the accessibility and quality of 
the health care items and services delivered 
under such contracts to low-income individuals; 
and 

(ii) the appropriateness of applying such pro
grams and standards to medicaid managed care 
organizations under section 1932(c) of such Act. 

(B) REPORT.-The Comptroller General shall 
submit a report to the Committee on Commerce 
of the House of Representatives and the Com
mittee on Finance of the Senate on the study 
conducted under subparagraph (A). 

(2) STUDY AND REPORT ON SERVICES PROVIDED 
TO INDIVIDUALS WITH SPECIAL HEALTH CARE 
NEEDS.-

(A) STUDY.-The Secretary of Health and 
Human Services, in consultation with States, 

managed care organizations, the National Acad
emy of State Health Policy, representatives of 
beneficiaries with special health care needs, ex
perts in specialized health care, and others, 
shall conduct a study concerning safeguards (if 
any) that may be needed to ensure that the 
health care needs of individuals with special 
health care needs and chronic conditions who 
are enrolled with medicaid managed care orga
nizations are adequately met. 

(B) REPORT.-Not later than 2 years after the 
date of the· enactment of this Act, the Secretary 
shall submit to Committees described in para
graph (l)(B) a report on such study. 
SEC. 4706. SOLVENCY STANDARDS. 

Section 1903(m)(l) (42 U.S.C. 1396b(m)(l)) is 
amended-

(1) in subparagraph (A)(ii), by inserting ", 
meets the requirements of subparagraph (C)(i) 
(if applicable)," after "provision is satisfactory 
to the State", and 

(2) by adding at the end the following: 
"(C)(i) Subject to clause (ii), a provision meets 

the requirements of this subparagraph for an or
ganization if the organization meets solvency 
standards established by the State for private 
health maintenance organizations or is licensed 
or certified by the State as a risk-bearing entity . 

"(ii) Clause (i) shall not apply to an organiza
tion if-

"(!) the organization is not responsible for the 
provision (directly or through arrangements 
with providers of services) of inpatient hospital 
services and physicians' services; 

"(II) the organization is a public entity; 
"(III) the solvency of the organization is 

guaranteed by the State; or 
"(JV) the organization is (or is controlled by) 

one or more Federally-qualified health centers 
and meets solvency standards established by the 
State for such an organization. 
For purposes of subclause (IV), the term 'con
trol' means the possession, whether direct or in
direct, of the power to direct or cause the direc
tion of the management and policies of the orga
nization through membership, board representa
tion, or an ownership interest equal to or great
er than 50.1 percent.". 
SEC. 4707. PROTECTIONS AGAINST FRAUD AND 

ABUSE. 
(a) IN GENERAL.-Section 1932 (42 u.s.c. 

1396v) is further amended by adding at the end 
the following: 

"(d) PROTECTIONS AGAINST FRAUD AND 
ABUSE.-

"(1) PROHIBITING AFFILIATIONS WITH INDIVID
UALS DEBARRED BY FEDERAL AGENCIES.-

"(A) IN GENERAL.-A managed care entity 
may not knowingly-

"(i) have a person described in subparagraph 
(C) as a director , officer, partner, or person with 
beneficial ownership of more than 5 percent of 
the entity's equity, or · 

"(ii) have an employment, consulting, or other 
agreement with a person described in such sub
paragraph for the provision of items and serv
ices that are significant and material to the en
tity's obligations under its contract with the 
State. 

"(B) EFFECT OF NONCOMPLIANCE.-l f a State 
finds that a managed care entity is not in com
pliance with clause (i) or (ii) of subparagraph 
(A), the State-

" (i) shall notify the Secretary of such non
compliance; 

"(ii) may continue an existing agreement with 
the entity unless the Secretary (in consultation 
with the Inspector General of the Department of 
Health and Human Services) directs otherwise; 
and 

"(iii) may not renew or otherwise extend the 
duration of an existing agreement with the enti
ty unless the Secretary (in consultation with the 
Inspector General of the Department of Health 

and Human Services) provides to the State and 
to Congress a written statement describing com
pelling reasons that exist for renewing or ex
tending the agreement. 

"(C) PERSONS DESCRIBED.-A person is de
scribed in this subparagraph if such person-

"(i) is debarred, suspended, or otherwise ex
cluded from participating in procurement activi
ties under the Federal Acquisition Regulation or 
from participating in nonprocurement activities 
under regulations issued pursuant to Executive 
Order No. 12549 or under guidelines imple
menting such order; or 

"(ii) is an affiliate (as defined in such Act) of 
a person described in clause (i). 

"(2) RESTRICTIONS ON MARKETING.
"( A) DISTRIBUTION OF MATERIALS.-
"(i) IN GENERAL.-A managed care entity, 

with respect to activities under this title, may 
not distribute directly or through any agent or 
independent contractor marketing materials 
within any State-

"( I) without the prior approval of the State, 
and 

"(II) that contain false or materially mis
leading information. 
The requirement of subclause (I) shall not apply 
with respect to a State until such date as the 
Secretary specifies in consultation with such 
State. 

"(ii) CONSULTATION IN REVIEW OF MARKET MA
TERIALS.-ln the process of reviewing and ap
proving such materials, the State shall provide 
for consultation with a medical care advisory 
committee. 

"(B) SERVICE MARKET.-A managed care enti
ty shall distribute marketing materials to the en- · 
tire service area of such entity covered under 
the contract under section 1903(m) or section 
1903(t)(3). 

"(C) PROHIBITION OF TIE-INS.- A managed 
care entity, or any agency of such entity, may 
not seek to influence an individual's enrollment 
with the entity in conjunction with the sale of 
any other insurance. 

"(D) PROHIBITING MARKETING FRAUD.-Each 
managed care entity shall comply with such 
procedures and conditions as the Secretary pre
scribes in order to ensure that, before an indi
vidual is enrolled with the entity, the individual 
is provided accurate oral and written inf orma
tion sufficient to make an inf armed decision 
whether or not to enroll. 

"(E) PROHIBITION OF 'COLD-CALL' MAR
KETING.- Each managed care entity shall not, 
directly or indirectly, conduct door-to-door, tele
phonic, or other 'cold-call' marketing of enroll
ment under this title. 

"(3) STATE CONFLICT-OF-INTEREST SAFEGUARDS 
IN MEDJCAJD RISK CONTRACTING.-A medicaid 
managed care organization may not enter into a 
contract with any State under section 1903(m) 
unless the State has in effect conflict-of-interest 
safeguards with respect to officers and employ
ees of the State with responsibil'ities relating to 
contracts with such organizations or to the de
f a ult enrollment process described in subsection 
(a)(4)(C)(ii) that are at least as effective as the 
Federal safeguards provided under section 27 of 
the Office of Federal Procurement Policy Act (41 
U.S.C. 423), against conflicts of interest that 
apply with respect to Federal procurement offi
cials with comparable responsibilities with re
spect to such contracts. 

"(4) USE OF UNIQUE PHYSICIAN IDENTIFIER FOR 
PARTICIPATING PHYSICIANS.-Each medicaid 
managed care organization shall require each 
physician providing services to enrollees eligible 
for medical assistance under the State plan 
under this title to have a unique identifier in ac
cordance with the system established under sec
tion 1173(b). 

"(e) SANCTIONS FOR NONCOMPLIANCE.-
"(]) USE OF INTERMEDIATE SANCTIONS BY THE 

STATE TO ENFORCE REQUIREMENTS.-
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"(A) IN GENERAL.-A State may not enter into 

or renew a contract under section 1903(m) unless 
the State has established intermediate sanctions, 
which may include any of the types described in 
paragraph (2), other than the termination of a 
contract with a medicaid managed care organi
zation, which the State may impose against a 
medicaid managed care organization with such 
a contract, if the organization-

"(i) fails substantially to provide medically 
necessary items and services that are required 
(under law or under such organization's con
tract with the State) to be provided to an en
rollee covered under the contract; 

"(ii) imposes premiums or charges on enrollees 
in excess of the premiums or charges permitted 
under this title; 

"(iii) acts to discriminate among enrollees on 
the basis of their health status or requirements 
for health care services, including expulsion or 
refusal to reenroll an individual, except as per
mitted by this title, or engaging in any practice 
that would reasonably be expected to have the 
effect of denying or discouraging enrollment 
with the organization by eligible individuals 
whose medical condition or history indicates a 
need for substantial future medical services; 

"(iv) misrepresents or falsifies information 
that is furnished-

"( I) to the Secretary or the State under this 
title; or 

"(II) to an enrollee, potential enrollee, or a 
health care provider under such title; or 

"(v) fails to comply with the applicable re
quirements of section 1903(m)(2)(A)(x). 
The State may also impose such intermediate 
sanction against a managed care entity if the 
State determines that the entity distributed di
rectly or through any agent or independent con
tractor marketing materials in violation of sub
section (d)(2)(A)(i)(II) .. 

"(B) RULE OF CONSTRUCTJON.-Clause (i) of 
subparagraph (A) shall not apply to the provi
sion of abortion services, except that a State 
may impose a sanction on any medicaid man
aged care organization that has a contract to 
provide abortion services if the organization 
does not provide such services as provided for 
under the contract. 

"(2) INTERMEDIATE SANCTJONS.-The sanctions 
described in this paragraph are as fallows: 

"(A) Civil money penalties as follows: 
"(i) Except as provided in clause (ii) , (iii), or 

(iv), not more than $25,000 for each determina
tion under paragraph (l)(A). 

"(ii) With respect to a determination under 
clause (iii) or (iv)(!) of paragraph (l)(A) , not 
more than $100,000 for each such determination. 

"(iii) With respect to a determination under 
paragraph (l)(A)(ii), double the excess amount 
charged in violation of such subsection (and the 
excess amount charged shall be deducted from 
the penalty and returned to the individual con
cerned). 

"(iv) Subject to clause (ii), with respect to a 
determination under paragraph (1)( A)( iii), 
$15,000 for each individual not enrolled as a re
sult of a practice described in such subsection. 

"(B) The appointment of temporary manage
ment-

"(i) to oversee the operation of the medicaid 
managed care organization upon a finding by 
the State that there is continued egregious be
havior by the organization or there is a substan
tial risk to the health of enrollees; or 

" (ii) to assure the health of the organization 's 
enrollees, if there is a need for temporary man
agement while-

"( I) there is an orderly termination or reorga
nization of the organization; or 

"(If) improvements are made to remedy the 
violations found under paragraph (1), 
except that temporary management under this 
subparagraph may not be terminated until the 

State has determined that the medicaid man
aged care organization has the capability to en
sure that the violations shall not recur. 

"(C) Permitting individuals enrolled with the 
managed care entity to terminate enrollment 
without cause, and notifying such individuals 
of such right to terminate enrollment. 

"(D) Suspension or default of all enrollment 
of individuals under this title after the date the 
Secretary or the State notifies the entity of a de
termination of a violation of any requirement of 
section 1903(m) or this section. 

"(E) Suspension of payment to the entity 
under this title for individuals enrolled after the 
date the Secretary or State notifies the entity of 
such a determination and until the Secretary or 
State is satisfied that the basis for such deter
mination has been corrected and is not likely to 
recur. 

"(3) TREATMENT OF CHRONIC SUBSTANDARD EN
TITIES.-ln the case of a medicaid managed care 
organization which has repeatedly failed to 
meet the requirements of section 1903(m) and 
this section, the State shall (regardless of what 
other sanctions are provided) impose the sanc
tions described in subparagraphs (B) and (C) of 
paragraph (2). 

"(4) AUTHORITY TO TERMINATE CONTRACT.-
"( A) IN GENERAL.-In the case of a managed 

care entity which has failed to meet the require
ments of this part or a contract under section 
1903(m) or 1905(t)(3), the State shall have the 
authority to terminate such contract with the 
entity and to enroll such entity's enrollees with 
other managed care entities (or to permit such 
enrollees to receive medical assistance under the 
State plan under this title other than through a 
managed care entity) . 

"(B) AVAILABILITY OF HEARING PRIOR TOTER
MINATION OF CONTRACT.-A State may not termi
nate a contract with a managed care entity. 
under subparagraph (A) unless the entity is pro
vided with a hearing prior to the termination. 

"(C) NOTICE AND RIGHT TO DISENROLL IN CASES 
OF TERMINATION HEARING.- A State may-

"(i) notify individuals enrolled with a man
aged care entity which is the subject of a hear
ing to terminate the entity's contract with the 
State of the hearing, and 

"(ii) in the case of such an entity, permit such 
enrollees to disenroll immediately with the enti
ty without cause. 

"(5) OTHER PROTECTIONS FOR MANAGED CARE 
ENTITIES AGAINST SANCTIONS IMPOSED BY 
STATE.-Before imposing any sanction against a 
managed care entity other than termination of 
the entity's contract, the State shall provide the 
entity with notice and such other due process 
protections as the State may provide, except 
that a State may not provide a managed care 
entity with a pre-termination hearing before im
posing the sanction described in paragraph 
(2)(B) . " . 

(b) LIMITATION ON AVAILABILITY OF FFP FOR 
USE OF ENROLLMENT BROKERS.-Section 1903(b) 
(42 U.S.C. 1396b(b)) is amended by adding at the 
end the following : 

"(4) Amounts expended by a State for the use 
an enrollment broker in marketing medicaid 
managed care organizations and other managed 
care entities to eligible individuals under this 
title shall be considered, for purposes of sub
section (a)(7), to be necessary for the proper and 
efficient administration of the State plan but 
only if the following conditions are met with re
spect to the broker: 

" (A) The broker is independent of any such 
entity and of any health care providers (wheth
er or not any such provider participates in the 
State plan under this title) that provide cov
erage of services in the same State in which the 
broker is conducting enrollment activities. 

"(B) No person who is an owner, employee, 
consultant, or has a contract with the broker ei-

ther has any direct or indirect financial interest 
with such an entity or health care provider or 
has been excluded from participation in the pro
gram under this title or title XVIII or debarred 
by any Federal agency, or subject to a civil 
money penal ty under this Act.". 

(c) APPLICATION OF DISCLOSURE REQUIRE
MENTS TO MANAGED CARE ENTITIES.-Section 
1124(a)(2)(A) (42 U.S.C. 1320a-3(a)(2)(A)) is 
amended by inserting "a managed care entity, 
as defined in section 1932(a)(l)(B)," after "renal 
disease facility,". 
SEC. 4708. IMPROVED ADMINISTRATION. 

(a) CHANGE IN THRESHOLD AMOUNT FOR CON
TRACTS REQUIRING SECRETARY'S PRIOR AP
PROVAL.-Section 1903(m)(2)(A)(iii) (42 u.s.c. 
1396b(m)(2)(A)(iii)) is amended by striking 
"$100,000" and inserting "$1,000,000 for 1998 
and, for a subsequent year , the amount estab
lished under this clause for the previous year in
creased by the percentage increase in the con
sumer price index for all urban consumers over 
the previous year". 

(b) PERMITTING SAME COPAYMENTS IN HEALTH 
MAINTENANCE ORGANIZATIONS AS IN FEE-FOR
SERVICE.-Section 1916 (42 u.s.c. 13960) is 
amended-

(1) in subsection (a)(2)(D), by striking "or 
services furnished" and all that follows through 
"enrolled,"; and 

(2) in subsection (b)(2)(D), by striking "or (at 
the option" and all that follows through "en
rolled,". 

(c) ASSURING TIMELINESS OF PROVIDER PAY
MENTS.-Section 1932 is further amended by 
adding at the end the following: 

"(f) TIMELINESS OF PAYMENT.-A contract 
under section 1903(m) with a medicaid managed 
care organization shall provide that the organi
zation shall make payment to health care pro
viders for items and services which are subject 
to the contract and that are furnished to indi
viduals eligible for medical assistance under the 
State plan under this title who are enrolled with 
the organization on a timely basis consistent 
with the claims payment procedures described in 
section 1902(a)(37)(A), unless the health care 
provider and the organization agree to an alter
nate payment schedule." . 

(d) CLARIFICATION OF APPLICATION OF FFP 
DENIAL RULES TO PAYMENTS MADE PURSUANT 
TO MANAGED CARE ENTITIES.-Section 1903(i) (42 
U.S.C. 1396b(i)) is amended by adding at the end 
the following new sentence: "Paragraphs (1), 
(2), (16), (17), and (18) shall apply with respect 
to items or services furnished and amounts ex
pended by or through a managed care entity (as 
defined in section 1932(a)(l)(B)) in the same 
manner as such paragraphs apply to items or 

· services furnished and amounts expended di
rectly by the State.". 
SEC. 4709. 6-MONTH GUARANTEED ELIGIBILITY 

FOR ALL INDIVIDUALS ENROLLED IN 
MANAGED CARE. 

Section 1902(e)(2) (42 U.S.C. 1396a(e)(2)) is 
amended-

(1) by striking "who is enrolled" and all that 
follows through "section 1903(m)(2)( A)" and in
serting ' 'who is enrolled with a medicaid man
aged care organization (as defined in section 
1903(m)(J)(A)), with a primary care case man
ager (as defined in section 1905(t)),"; and 

(2) by inserting before the period "or by or 
through the case manager". 
SEC. 4710. EFFECTIVE DATES. 

(a) GENERAL EFFECTIVE DATE.- Except as oth
erwise provided in this chapter and section 4759, 
the amendments made by this chapter shall take 
effect on the date of the enactment of this Act 
and shall apply to contracts entered into or re
newed on or after October 1, 1997. 

(b) SPECIFIC EFFECTIVE DATES.-Subject to 
subsection (c) and section 4759-

(1) PCCM OPTJON.-The amendments made by 
section 4702 shall apply to primary care case 
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management services furnished on or after Octo
ber 1, 1997. 

(2) 75:25 RULE.-The amendments made by sec
tion 4703 apply to contracts under section 
1903(m) of the Social Security Act (42 U.S.C. 
1396b(m)) on and after June 20, 1997. 

(3) QUALITY STANDARDS.-Section 1932(c)(J) of 
the Social Security Act, as added by section 
4705(a), shall take effect on January 1, 1999. 

(4) SOLVENCY STANDARDS.-
( A) IN GENERAL.-The amendments made by 

section 4706 shall apply to contracts entered into 
or renewed on or after October 1, 1998. 

(B) TRANSITION RULE.-In the case of an orga
nization that as of the date of the enactment of 
this Act has entered into a contract under sec
tion 1903(m) of the Social Security Act with a 
State for the provision of medical assistance 
under title XIX of such Act under which the or
ganization assumes full financial risk and is re
ceiving capitation payments, the amendment 
made by section 4706 shall not apply to such or
ganization until 3 years after the date of the en
actment of this Act. 

(5) SANCTIONS FOR NONCOMPLTANCE.-Section 
1932(e) of the Social Security Act, as added by 
section 4707(a), shall apply to contracts entered 
into or renewed on or after April 1, 1998. 

(6) LIMITATION ON FFP FOR ENROLLMENT BRO
KERS.-The amendment made by section 4707(b) 
shall apply to amounts expended on or after Oc
tober 1, 1997. 

(7) 6-MONTH GUARANTEED ELIGIBILJTY.-The 
amendments made by section 4709 shall take ef
fect on October 1, 1997. 

(c) NONAPPLICATION TO WAIVERS.-Nothing in 
this chapter (or the amendments made by this 
chapter) shall be construed as affecting the 
terms and conditions of any waiver, or the au
thority of the Secretary of Health and Human 
Services with respect to any such waiver, under 
section 1115 or 1915 of the Social Security Act (42 
U.S.C. 1315, 1396n). 
CHAPTER 2-FLEXIBILITY IN PAYMENT OF 

PROVIDERS 
SEC. 4711. FLEXIBILITY IN PAYMENT METHODS 

FOR HOSPITAL, NURSING FACILITY, 
ICF/MR, AND HOME HEALTH SERV
ICES. 

(a) REPEAL OF BOREN REQUJREMENTS.- Sec
tion 1902(a)(13) (42 U.S.C. 1396a(a)(13)) is 
amended-

(1) by striking all that precedes subparagraph 
(D) and inserting the following: 

"(13) provide-
"(A) for a public process for determination of 

rates of payment under the plan for hospital 
services, nursing facility services, and services 
of intermediate care facilities for the mentally 
retarded under which-

"(i) proposed rates, the methodologies under
lying the establishment of such rates, and jus
tifications for the proposed rates are published, 

"(ii) providers, beneficiaries and their rep
resentatives, and other concerned State resi
dents are given a reasonable opportunity for re
view and comment on the proposed rates, meth
odologies, and justifications, 

"(iii) final rates, the methodologies under
lying the establishment of such rates, and jus
tifications for such final rates are published, 
and 

"(iv) in the case of hospitals, such rates take 
into account (in a manner consistent with sec
tion 1923) the situation of hospitals which serve 
a disproportionate number of low-income pa
tients with special needs;"; 

(2) by redesignating subparagraphs (D) and 
(E) as subparagraphs (BJ and (C), respectively; 

(3) in subparagraph (B), as so redesignated, 
by adding "and" at the end; 

(4) in subparagraph (C), as so redesignated, 
by striking "and" at the end; and 

(5) by striking subparagraph ( F). 

(b) STUDY AND REPORT.-
(1) STUDY.-The Secretary of Health and 

Human Services shall study the effect on access 
to, and the quality of, services provided to bene
ficiaries of the rate-setting methods used by 
States pursuant to section 1902(a)(13)(A) of the 
Social Security Act (42 U.S.C. 1396a(a)(13)(A)), 
as amended by subsection (a). 

(2) REPORT.-Not later than 4 years after the 
date of the enactment of this Act, the Secretary 
of Health and Human Services shall submit a re
port to the appropriate committees of Congress 
on the conclusions of the study conducted under 
paragraph (1), together with any recommenda
tions for legislation as a result of such conclu
sions. 

(C) CONFORMING AMENDMENTS.-
(1) Section 1905(0)(3) (42 U.S.C. 1396d(o)(3)) is 

amended by striking "amount described in sec
tion 1902(a)(13)(D)" and inserting "amount de
termined in section 1902(a)(13)(B)". 

(2) Section 1923 (42 U.S.C. 1396r--4) is amend
ed, in subsections (a)(l) and (e)(J), by striking 
"1902(a)(13)(A)" each place it appears and in
serting "1902(a)(13)(A)(iv)" . 

(d) EFFECTIVE DATE.-This section shall take 
effect on the date of the enactment of this Act 
and the amendments made by subsections (a) 
and (c) shall apply to payment for items and 
services furnished on or after October 1, 1997. 
SEC. 4712. PAYMENT FOR CENTER AND CLINIC 

SERVICES. 
(a) PHASE-OUT OF PAYMENT BASED ON REA

SONABLE COSTS.-Section 1902(a)(J3)(C) (42 
U.S.C. 1396a(a)(13)(C)), as redesignated by sec
tion 47JJ(a)(2), is amended by inserting "(or 95 
percent for services furnished during fiscal year 
2000, 90 percent for services furnished during 
fiscal year 2001, 85 percent for services furnished 
during fiscal year 2002, or 70 percent for services 
furnished during fiscal year 2003)" after "JOO 
percent". 

(b) TRANSITIONAL SUPPLEMENTAL PAYMENT 
FOR SERVICES FURNISHED UNDER CERTAIN MAN
AGED CARE CONTRACTS.-

(1) I N GENERAL.-Section 1902(a)(13)(C) (42 
U.S.C. 1396a(a)(13)(C)) , as so redesignated, is 
further amended-

( A) by inserting "(i)" after "(C)", and 
(B)' by inserting before the semicolon at the 

end the fallowing : "and (ii) in carrying out 
clause (i) in the case of services furnished by a 
Federally-qualified health center or a rural 
health clinic pursuant to a contract between the 
center and an organization under section 
1903(m), for payment to the center or clinic at 
least quarterly by the State of a supplemental 
payment equal to the amount (if any) by which 
the amount determined under clause (i) exceeds 
the amount of the payments provided under 
such contract". 

(2) CONFORMING AMENDMENT TO MANAGED 
CARE CONTRACT REQUIREMENT.-Clause (ix) of 
section 1903(m)(2)(A) (42 U.S.C. 1396b(m)(2)(A)) 
is amended to read as fallows: 

"(ix) such contract provides, in the case of an 
entity that has entered into a contract for the 
provision of services with a Federally-qualified 
health center or a rural health clinic, that the 
entity shall provide payment that is not less 
than the level and amount of payment which 
the entity would make for the services if the 
services were furnished by a provider which is 
not a Federally-qualified health center or a 
rural health clinic;" . 

(3) EFFECTIVE DATE.-The amendments made 
by this subsection shall apply to services fur
nished on or after October 1, 1997. 

(c) END OF TRANSITIONAL PAYMENT RULES.
Effective for services furnished on or after Octo
ber 1, 2003-

(1) subparagraph (C) of section 1902(a)(13) (42 
U.S.C. 1396a(a)(13)) , as so redesignated, is re
pealed, and 

(2) clause (ix) of section 1903(m)(2)(A) (42 
U.S.C. 1396b(m)(2)(A)) is repealed. 

(d) FLEXIBILITY IN COVERAGE OF NON-FREE
STANDING LOOK-ALIKES.-

(1) IN GENERAL.-Section 1905(l)(2)(B)(iii) (42 
U.S.C. 1396d(l)(2)(B)(iii)) is amended by insert
ing "including requirements of the Secretary 
that an entity may not be owned, controlled, or 
operated by another entity," after "such a 
grant,". 

(2) EFFECTIVE DATE.-The amendment made 
by paragraph (1) shall apply to services fur
nished on or after the date of the enactment of 
this Act. 
SEC. 4713. ELIMINATION OF OBSTETRICAL AND 

PEDIATRIC PAYMENT RATE RE
QUIREMENTS. 

(a) IN GENERAL.-Section 1926 (42 u.s.c. 
1396r-7) is repealed. 

(b) EFFECTIVE DATE.-The repeal made by 
subsection (a) shall apply to services furnished 
on or after October 1, 1997. 
SEC. 4714. MEDICAID PAYMENT RATES FOR CER

TAIN MEDICARE COST-SHARING. 
(a) CLARIFICATION REGARDING STATE LIABIL

ITY FOR MEDICARE COST-SHARING.-
(1) IN GENERAL.-Section J902(n) (42 u.s.c. 

1396a(n)) is amended-
( A) by inserting "(1)" after "(n)", and 
(B) by adding at the end the following : 
"(2) In carrying out paragraph (1), a State is 

not required to provide any payment for any ex
penses incurred relating to payment for 
deductibles, coinsurance, or copayments for 
medicare cost-sharing to the extent that pay
ment under title XVIII for the service would ex
ceed the payment amount that otherwise would 
be made under the State plan under this title for 
such service if provided to an eligible recipient 
other than a medicare beneficiary. 

"(3) In the case in which a State 's payment 
for medicare cost-sharing for a qualified medi
care beneficiary with respect to an item or serv
ice is reduced or eliminated through the applica
tion of paragraph (2)-

"( A) for purposes of applying any limitation 
under title XVIII on the amount that the bene
ficiary may be billed or charged for the service, 
the amount of payment made under title XVIII 
plus the amount of payment (if any) under the 
State plan shall be considered to be payment in 
full for the service; . 

"(B) the beneficiary shall not have any legal 
l iability to make payment to a provider or to an 
organization described in section 1903(m)(J)( A) 
for the service; and 

"(C) any lawful sanction that may be imposed 
upon a provider or such an organization for ex
cess charges under this title or title XVIII shall 
apply to the imposition of any charge imposed 
upon the individual in such case. 
This paragraph shall not be construed as pre
venting payment of any medicare cost-sharing 
by a medicare supplemental policy or an em
ployer retiree health plan on behalf of an indi
vidual." . 

(2) CONFORMING CLARIFICATION.-Section 
1905(p)(3) (42 U.S.C. 1396d(p)(3)) is amended by 
inserting ''(subject to section 1902(n)(2))" after 
''means''. 

(b) LIMITATION ON MEDICARE PROVIDERS.-
(1) PROVIDER AGREEMENTS.-Section 

1866(a)(J)(A) (42 U.S.C. 1395cc(a)(J)(A)) is 
amended-

( A) by inserting "(i)" after "(A)", and 
(BJ by inserting before the comma at the end 

the following : ", and (ii) not to impose any 
charge that is prohibited under section 
1902(n)(3)". 

(2) NONPARTICIPATING PROVIDERS.- Section 
1848(g)(3)(A) (42 U.S.C. 1395w--4(g)(3)(A)) is 
amended by inserting before the period at the 
end the following: "and the provisions of sec
tion 1902(n)(3)(A) apply to further limit permis
sible charges under this section". 
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(c) EFFECTIVE DATE.-The amendments made 

by this section shall apply to payment for (and 
with respect to provider agreements with respect 
to) items and services furnished on or after the 
date of the enactment of this Act. The amend
ments made by subsect'ion (a) shall also apply to 
payment by a State for items and services fur
nished before such date if such payment is the 
subject of a law suit that is based on the provi
sions of sections 1902(n) and 1905(p) of the So
cial Security Act and that is pending as of, or 
is initiated after, the date of the enactment of 
this Act. 
SEC. 4715. TREATMENT OF VETERANS' PENSIONS 

UNDER MEDICAID. 
(a) POST-ELIGIBILITY TREATMENT.-Section 

1902(r)(l) (42 U.S.C. 1396a(r)(l)) is amended-
(1) by inserting "(A)" after "(r)(l)", 
(2) by inserting ' ' , the treatment described in 

subparagraph (B) shall apply," after "under 
such a waiver' .. 

(3) by striking "and," and inserting ", and"; 
and 

(4) by adding at the end the following: 
"(B)(i) In the case of a veteran who does not 

have a spouse or a child, if the veteran-

State or District 
FY98 

Alabama 293 
Alaska 10 
Arizona 81 
Arkansas 2 
California 1,085 
Colorado 93 
Connecticut 200 
Delaware 4 
District of 

Columbia 23 
Florida 207 
Georgia 253 
Hawaii 0 
Idaho 1 
Illinois 203 
Indiana 201 
Iowa 8 
Kansas 51 
Kentucky 137 
Louisiana 880 
Maine 103 
Maryland 72 
Massachusetts 288 
Michigan 249 
Minnesota 16 
Mississippi 143 
Missouri 436 
Montana 0.2 
Nebraska 5 
Nevada 37 
New Hampshire 140 
New Jersey 600 
New Mexico 5 
New York 1,512 
North Carolina 278 
North Dakota 1 
Ohio 382 
Oklahoma 16 
Oregon 20 
Pennsylvania 529 
Rhode Island 62 
South Carolina 313 
South Dakota 1 
Tennessee 0 
Texas 979 
Utah 3 
Vermont 18 
Virginia 70 
Washington 174 
West Virginia 64 
Wisconsin 7 
Wyoming 0 

"(I) receives, after the veteran has been deter
mined to be eligible for medical assistance under 
the State plan under this title, a veteran's pen
sion in excess of $90 per month, and 

"(II) resides in a State veterans home with re
spect to which the Secretary of Veterans Affairs 
makes per diem payments for nursing home care 
pursuant to section 1741(a) of title 38, United 
States Code, 
any such pension payment, including any pay
ment made due to the need for aid and attend
ance, or for unreimbursed medical expenses, 
that is in excess of $90 per month shall be count
ed as income only for the purpose of applying 
such excess payment to the State veterans 
home 's cost of providing nursing home care to 
the veteran. 

"(ii) The provisions of clause (i) shall apply 
with respect to a surviving spouse of a veteran 
who does not have a child in the same manner 
as they apply to a veteran described in such 
clause.". 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall apply on and after October 
1, 1997. 

CHAPTER 3-FEDERAL PAYMENTS TO 
STATES 

SEC. 4721. REFORMING DISPROPORTIONATE 
SHARE PAYMENTS UNDER STATE 
MEDICAID PROGRAMS. 

(a) ADJUSTMENT OF STATE DSH ALLOT
MENTS.-

(1) IN GENERAL.- Section 1923(!) (42 U.S.C. 
1396r-4(f)) is amended to read as follows: 

"(f) LIMITATION ON FEDERAL FINANCIAL PAR
TICIPATION.-

"(1) IN GENERAL.-Payment under section 
1903(a) shall not be made to a State with respect 
to any payment adjustment made under this 
section for hospitals in a State for quarters in a 
fiscal year in excess of the disproportionate 
share hospital (in this subsection ref erred to as 
'DSH') allotment for the State for the fiscal 
year, as specified in paragraphs (2) and (3). 

"(2) STATE DSH ALLOTMENTS FOR FISCAL YEARS 
1998 THROUGH 2002.-The DSH allotment for a 
State for each fiscal year during the period be
ginning w'ith fiscal year 1998 and ending with 
fiscal year 2002 is determined in accordance 
with the fallowing table: 

DSH Allotment (in millions of dollars) 

FY99 FYOO FYOJ FY02 

269 248 246 246 
10 10 9 9 
81 81 81 81 
2 2 2 2 

1,068 986 931 877 
85 79 74 74 

194 164 160 160 
4 4 4 4 

23 23 23 23 
203 197 188 160 
248 241 228 215 

0 0 0 0 
1 1 1 1 

199 193 182 172 
197 191 181 171 

8 8 8 8 
49 42 36 33 

134 130 123 116 
795 713 658 631 
99 84 84 84 
70 68 64 61 

282 273 259 244 
244 237 224 212 
16 16 16 16 

141 136 129 122 
423 379 379 379 
0.2 0.2 0.2 0.2 

5 5 5 5 
37 37 37 37 

136 130 130 130 
582 515 515 515 

5 5 5 5 
1,482 1,436 1,361 1,285 

272 264 250 236 
1 1 1 1 

374 363 344 325 
16 16 16 16 
20 20 20 20 

518 502 476 449 
60 58 55 52 

303 262 262 262 
1 1 1 1 
0 0 0 0 

950 806 765 765 
3 3 3 3 

18 18 18 18 
68 66 63 59 

171 166 157 148 
63 61 58 54 
7 7 7 7 
0 0 0 0. 
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"(3) STATE DSH ALLOTMENTS FOR FISCAL YEAR 

200.1 AND THEREAFTER.-
"(A) IN GENERAL.-The DSH allotment for any 

State for fiscal year 2003 and each succeeding 
fiscal year is equal to the DSH allotment for the 
State for the preceding fiscal year under para
graph (2) or this paragraph, increased, subject 
to subparagraph (B), by the percentage change 
in the consumer price index for all urban con
sumers (all items; U.S. city average), for the pre
vious fiscal year. 

"(B) LIMITATION.-The DSH allotment for a 
State shall not be increased under subparagraph 
(A) for a fiscal year to the extent that such an 
increase would result in the DSH allotment for 
the year exceeding the greater of-

"(i) the DSH allotment for the previous year, 
or 

"(ii) 12 percent of the total amount of expend
itures under the State plan for medical assist
ance during the fiscal year. 

"(4) DEFINJTJON OF STATE.- In this sub
section, the term 'State' means the 50 States and 
the District of Columbia." . 

(2) EFFECTJVE DATE.-The amendment made 
by paragraph (1) shall apply to payment adjust
ments attributable to DSH allotments for fiscal 
years beginning with fiscal year 1998. 

(b) LIMITATION ON PAYMENTS TO lNSTlTUTIONS 
FOR MENTAL DISEASES.-Section 1923 of the So
cial Security Act (42 U.S.C. 1396r-4) is amended 
by adding at the end the following: 

"(h) LIMJTATION ON CER1'AJN STATE DSH Ex
PENDJTURES.-

"(1) IN GENERAL.-Payment under section 
1903(a) shall not be made to a State with respect 
to any payment adjustments made under this 
section for quarters in a fiscal year (beginning 
with fiscal year 1998) to institutions for mental 
diseases or other mental health facilities, to the 
extent the aggregate of such adjustments in the 
fiscal year exceeds the lesser of the following: 

"(A) 1995 JMD DSH PAYMENT ADJUSTMENTS.
The total State DSH expenditures that are at
tributable to fiscal year 1995 for payments to in
stitutions for mental diseases and other mental 
health facilities (based on reporting data speci
fied by the State on HCP A Form 64 as mental 
health DSH, and as approved by the Secretary). 

"(B) APPLICABLE PERCENTAGE OF 1995 TOTAL 
DSH PAYMENT ALLOTMENT.-The amount of such 
payment adjustments which are equal to the ap
plicable percentage of the Federal share of pay
ment adjustments made to hospitals in the State 
under subsection (c) that are attributable to the 
1995 DSH allotment for the State for payments 
to institutions for mental diseases and other 
mental health facilities (based on reporting data 
specified by the State on HCFA Form 64 as men
tal health DSH, and as approved by the Sec
retary). 

"(2) APPLICABLE PERCENTAGE.-
"(A) IN GENERAL.-For purposes of paragraph 

(1), the applicable percentage with respect to
"(i) each of fiscal years 1998, 1999, and 2000, 

is the percentage determined under subpara
graph (B); or 

"(ii) a succeeding fiscal year is the lesser of 
the percentage determined under subparagraph 
(B) or the following percentage: 

" (I) For fiscal year 2001, 50 percent. 
"(II) For fiscal year 2002, 40 percent. 
"(Ill) For each succeeding fiscal year, 33 per

cent. 
"(B) 1995 PERCENTAGE.-The percentage deter

mined under this subparagraph is the ratio (de
termined as a percentage) of-

"(i) the Federal share of payment adjustments 
made to hospitals in the State under subsection 
(c) that are attributable to the 1995 DSH allot
ment for the State (as reported by the State not 
later than January 1, 1997, on HCFA Form 64, 
and as approved by the Secretary) for payments 
to institutions for mental diseases and other 
mental health facilities, to 

"(ii) the State 1995 DSH spending amount. 
"(C) STATE 1995 DSH SPENDING AMOUNT.-For 

purposes of subparagraph (B)(ii), the 'State 1995 
DSH spending amount', with respect to a State, 
is the Federal medical assistance percentage (for 
fiscal year 1995) of the payment adjustments 
made under subsection (c) under the State plan 
that are attributable to the fiscal year 1995 DSH 
allotment for the State (as reported by the State 
not later than January 1, 1997, on HCFA Form 
64, and as approved by the Secretary).". 

(C) DESCRIPTION OF TARGETING PAYMENTS.
Section 7923(a)(2) (42 U.S.C. 1396r-4(a)(2)) is 
amended by adding at the end the following: 

"(D) A State plan under this title shall not be 
considered to meet the requirements of section 
1902(a)(13)(A)(iv) (insofar as it requires pay
ments to hospitals to take into account the situ
ation of hospitals that serve a disproportionate 
number of low-income patients with special 
needs), as of October 1, 1998, unless the State 
has submitted to the Secretary by such date a 
description of the methodology used by the State 
to identify and to make payments to dispropor
tionate shar:e hospitals, including children's 
hospitals, on the basis of the proportion of low
income and medicaid patients served by such 
hospitals. The State shall provide an annual re
port to the Secretary describing the dispropor
tionate share payments to each such dispropor
tionate share hospital . ". 

(d) DIRECT PAYMENT BY STATE FOR MANAGED 
CARE ENROLLEES.-Section 1923 (42 u.s.c. 
1396r-4) is amended by adding at the end the 
following: 

"(i) REQUIREMENT FOR DIRECT PAYMENT.
"(1) IN GENERAL.-No payment may be made 

under section 1903(a)(1) with respect to a pay
ment adjustment made under this section, for 
services furnished by a hospital on or after Oc
tober 1, 1997, with respect to individuals eligible 
for medical assistance under the State plan who 
are enrolled with a managed care entity (as de
fined in section 1932(a)(l)(B)) or under any 
other managed care arrangement unless a pay
ment, equal to the amount of the payment ad
justment-

"(A) is made directly to the hospital by the 
State; and 

"(B) is not used to determine the amount of a 
prepaid capitation payment under the State 
plan to the entity or arrangement with respect 
to such individuals. 

"(2) EXCEPTION FOR CURRENT ARRANGE
MENTS.-Paragraph (1) shall not apply to a pay
ment adjustment provided pursuant to a pay
ment arrangement in effect on July 1, 1997. ". 

(e) TRANSITION RULE.-Effective July 1, 1997, 
section 1923(g)(2)( A) of the Social Security Act 
(42 U.S.C. 1396r-4(g)(2)(A)) shall be applied to 
the State of California as though-

(1) " (or that begins on or after July 1, 1997, 
· and before July 1, 1999)" were inserted in such 
section after "January 1, 1995, ";and 

(2) "(or 175 percent in the case of a State fis
cal year that begins on or after July 1, 1997, and 
before July 1, 1999)" were inserted in such sec
tion after "200 percent". 
SEC. 4722. TREATMENT OF STATE TAXES IM

POSED ON CERTAIN HOSPITALS. 
(a) EXCEPTION FROM TAX DOES NOT DIS-

QUALIFY AS BROAD-BASED T AX.-Section 
1903(w)(3) (42 U.S.C. 1396b(w)(3)) is amended

(1) in subparagraph (B), by striking "and 
(E)" and inserting "(E), and (F)"; and 

(2) by adding at the end the following: 
"(F) In no case shall a tax not qualify as a 

broad-based health care related tax under this 
paragraph because it does not apply to a hos
pital that is described in section 501(c)(3) of the 
Internal Revenue Code of 1986 and exempt from 
taxation under section 501(a) of such Code and 
that does not accept payment under the State 
plan under this title or under title XVIII.". 

(b) REDUCTION IN FEDERAL FINANCIAL PAR
TICIPATION IN CASE OF IMPOSITION OF TAX.
Section 1903(b) (42 U.S.C. 1396b(b)), as amended 
by section 4707(b), is amended by adding at the 
end the following: 

"(5) Notwithstanding the preceding provisions 
of this section, the amount determined under 
subsection (a)(l) for any State shall be de
creased in a quarter by the amount of any 
health care related taxes (described in section 
1902(w)(3)(A)) that are imposed on a hospital 
described in subsection (w)(3)(F) in that quar
ter.". 

(c) WAIVER OF CERTAIN PROVIDER TAX PROVI
SIONS.-Notwithstanding any other provision of 
law, taxes, fees, or assessments, as defined in 
section 1903(w)(3)(A) of the Social Security Act 
(42 U.S.C. 1396b(w)(3)(A)), that were collected 
by the State of New York from a health care 
provider before June 1, 1997, and for which a 
waiver of the provisions of subparagraph (B) or 
(C) of section 1903(w)(3) of such Act has been 
applied for, or that would, but for this sub
section require that such a waiver be applied 
for, in accordance with subparagraph (E) of 
such section, and (if so applied for) upon which 
action by the Secretary of Health and Human 
Services (including any judicial review of any 
such proceeding) has not been completed as of 
July 23, 1997, are deemed to be permissible 
health care related taxes and in compliance 
with the requirements of subparagraphs (B) and 
(C) of section 1903(w)(3) of such Act. 

(d) EFFECTIVE DATE.-The amendments made 
by subsection (a) shall apply to taxes imposed 
before, on, or after the date of the enactment of 
this Act and the amendment made by subsection 
(b) shall apply to taxes imposed on or after such 
date. 
SEC. 4723. ADDITIONAL FUNDING FOR STATE 

EMERGENCY HEALTH SERVICES FUR
NISHED TO UNDOCUMENTED 
ALIENS. 

(a) TOTAL AMOUNT AVAILABLE FOR ALLOT
MENT.-There are available for allotments under 
this section for each of the 4 consecutive fiscal 
years (beginning with fiscal year 1998) 
$25,000,000 for payments to certain States under 
this section. 

(b) STATE ALLOTMENT AMOUNT.-
(1) IN GENERAL.-The Secretary of Health and 

Human Services shall compute an allotment for 
each fiscal year beginning with fiscal year 1998 
and ending with fiscal year 2001 for each of the 
12 States with the highest number of undocu
mented aliens. The amount of such allotment for 
each such State for a fiscal year shall bear the 
same ratio to the total amount available for al
lotments under subsection (a) for the fiscal year 
as the ratio of the number of undocumented 
aliens in the State in the fiscal year bears to the 
total of such numbers for all such States for 
such fiscal year. The amount of allotment to a 
State provided under this paragraph for a fiscal 
year that ·is not paid out under subsection (c) 
shall be available for payment during the subse
quent fiscal year. 

(2) DETERMINATION.-For purposes of para
graph (1), the number of undocumented aliens 
in a State under this section shall be determined 
based on estimates of the resident illegal alien 
population residing in each State prepared by 
the Statistics Division of the Immigration and 

,Naturalization Service as of October 1992 (or as 
of such later date if such date is at least 1 year 
before the beginning of the fiscal year involved). 

(c) USE OF FUNDS.-From the allotments made 
under subsection (b), the Secretary shall pay to 
each State amounts the State demonstrates were 
paid by the State (or by a political subdivision 
of the State) for emergency health services fur
nished to undocumented aliens. 

(d) STATE DEFINED.-For purposes of this sec
tion, the term "State" includes the District of 
Columbia. 
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(e) STATE ENTITLEMENT.-This section con

stitutes budget authority in advance of appro
priations Acts and represents the obligation of 
the Federal Government to provide for the pay
ment to States of amounts provided under this 
section. 
SEC. 4724. ELIMINATION OF WASTE, FRAUD, AND 

ABUSE. 
(a) B AN ON SPENDING FOR NONHEALTH RE

LATED / TEMS.-Section 1903(i) (42 u.s.c. 
1396b(i)) is amended-

(1) in paragraphs (2) and (16), by striking the 
period at the end and inserting ";or"; 

(2) in paragraphs (lO)(B) , (11), and (13), by 
adding "or" at the end; and 

(3) by inserting after paragraph (16) , the fol
lowing: 

"(17) with respect to any amount expended for 
roads, bridges, stadiums, or any other item or 
service not covered under a State plan under 
this title." . 

(b) SURETY BOND REQUIREMENT FOR HOME 
HEALTH AGENCIES.-

(1) IN GENERAL.-Section 1903(i) (42 U.S.C. 
1396b(i)), as amended by subsection (a), is 
amended-

(1) in paragraph (17), by striking the period at 
the end and inserting ";or"; and 

(2) by inserting after paragraph (17) , the fol
lowing: 

"(18) with respect to any amount expended for 
home health care services provided by an agen
cy or organization unless the agency or organi
zation provides the State agency on a con
tinuing basis a surety bond in a form specified 
by the Secretary under paragraph (7) of section 
1861(0) and in an amount that is not less than 
$50,000 or such comparable surety bond as the 
Secretary may permit under the last sentence of 
such section.". 

(2) EFFECTIVE DATE.-The amendments made 
by paragraph (1) shall apply to home health 
care services furnished bn or after January 1, 
1998. 

(c) CONFLICT OF INTEREST SAFEGUARDS.-
(]) IN GENERAL.-Section 1902(a)(4)(C) (42 

U.S.C. 1396a(a)(4)(C)) is amended-
( A) by striking "and (C)" and inserting 

"(C)"; 
(B) by striking " local officer or employee" 

and inserting "local officer, employee, or inde
pendent contractor"; 

(C) by striking "such an officer or employee" 
the first 2 places it appears and inserting "such 
an officer, employee, or contractor"; and 

(D) by inserting before the semicolon the fol
lowing: ",and (D) that each State or local offi
cer, employee, or independent contractor who is 
responsible for selecting , awarding, or otherwise 
obtaining items and services under the State 
plan shall be subject to safeguards against con
flicts of interest that are at least as stringent as 
the safeguards that apply under section 27 of 
the Office of Federal Procurement Policy Act (41 
U.S.C. 423) to persons described in subsection 
(a)(2) of such section of that Act". 

(2) EFFECTIVE DATE.-The amendments made 
by paragraph (1) shall take effect on January 1, 
1998. 

(d) AUTHORITY TO REFUSE TO ENTER INTO 
MEDICAID AGREEMENTS WITH INDIVIDUALS OR 
ENTITIES CONVICTED OF FELONIES.-Section 
1902(a)(23) (42 U.S.C. 1396(a)) is amended-

(1) by striking "except as provided in sub
section (g) and in section 1915 and except in the 
case of Puerto Rico, the Virgin Islands, and 
Guam,"; and 

(2) by inserting before the semicolon at the 
end the following: ", except as provided in sub
section (g) and in section 1915, except that this 
paragraph shall not apply in the case of Puerto 
Rico, the Virgin Islands, and Guam, and except 
that nothing in this paragraph shall be con
strued as requiring a State to provide medical 

assistance for such services furnished by a per
son or entity convicted of a felony under Fed
eral or State law for an offense which the State 
agency determines is inconsistent with the best 
interests of beneficiaries under the State plan". 

(e) MONITORING PAYMENTS FOR DUAL ELIGI
BLES.-The Administrator of the Health Care Fi
nancing Administration shall develop mecha
nisms to improve the monitoring of, and to pre
vent, inappropriate payments under the med
icaid program under title XIX of the Social Se
curity Act (42 U.S.C. 1396 et seq.) in the case of 
individuals who are dually eligible for benefits 
under such program and under the medicare 
program under title XVIII of such Act (42 U.S.C. 
1395 et seq.). 

(f) BENEFICIARY AND PROGRAM PROTECTION 
AGAINST WASTE, FRAUD, AND ABUSE.-Section 
1902(a) (42 U.S.C. 1396a(a)) is amended-

(1) by striking "and" at the end of paragraph 
(62); 

(2) by striking the period at the end of para
graph (63) and inserting " ;and"; and 

(3) by inserting after paragraph (63) the fol
lowing: 

"(64) provide, not later than 1 year after the 
date of the enactment of this paragraph, a 
mechanism to receive reports from beneficiaries 
and others and compile data concerning alleged 
instances of waste, fraud, and abuse relating to 
the operation of this title;". 

(g) DISCLOSURE OF INFORMATION AND SURETY 
BOND REQUIREMENT FOR SUPPLIERS OF DURABLE 
MEDICAL EQUIPMENT.-

(1) REQUJREMENT.-Section 1902(a) (42 u.s.c. 
1396a(a)), as amended by subsection (f), is 
amended-

( A) by striking "and" at the end of paragraph 
(63); 

(B) by striking the period at the end of para
graph (64) and inserting ";and"; and 

(C) by inserting after paragraph (64) the f al
lowing: 

" (65) provide that the State shall issue pro
vider numbers for all suppliers of medical assist
ance consisting of durable medical equipment, 
as defined in section 1861(n), and the State shall 
not issue or renew such a supplier number for 
any such supplier unless-

"( A)(i) full and complete information as to the 
identity of each person with an ownership or 
control interest (as defined in section 1124(a)(3)) 
in the supplier or in any subcontractor (as de
fined by the Secretary in regulations) in which 
the supplier directly or indirectly has a 5 per
cent or more ownership interest; and 

"(ii) to the extent determined to be feasible 
under regulations of the Secretary, the name of 
any disclosing entity (as defined in section 
1124(a)(2)) with respect to which a person with 
such an ownership or control interest in the 
supplier is a person with such an ownership or 
control interest in the disclosing entity; and 

"(B) a surety bond in a form specified by the 
Secretary under section 1834(a)(16)(B) and in an 
amount that is not less than $50,000 or such 
comparable surety bond as the Secretary may 
permit under the second sentence of such sec
tion.". 

(2) EFFECTIVE DATE.-The amendments made 
by paragraph (1) shall apply to suppliers of 
medical assistance consisting of durable medical 
equipment furnished on or after January 1, 1998. 
SEC. 4725. INCREASED FMAPS. 

(a) ALASKA.-Notwithstanding the first sen
tence of section 1905(b) of the Social Security 
Act (42 U.S.C. 1396d(b)) , the Federal medical as
sistance percentage determined under such sen
tence for Alaska shall be 59.8 percent but only 
with respect to-

(1) items and services furnished under a State 
plan under title XIX or under a State child 
health plan under title XX/ of such Act during 
fiscal years 1998, 1999, and 2000; 

(2) payments made on a capitation or other 
risk-basis under such titles for coverage occur
ring during such period; and 

(3) payments under title XIX of such Act at
tributable to DSH allotments for such State de
termined under section 1923(f) of such Act (42 
U.S.C. 1396r--4(f)) for such fiscal years. 

(b) DISTRICT OF COLUMBIA.-
(1) IN GENERAL.-The first sentence of section 

1905(b) (42 U.S.C. 1396d(b)) is amended-
( A) by striking "and (2)" and inserting ", 

(2)", and 
(B) by inserting before the period at the end 

the following : ", and (3) for purposes of this 
title and title XX/, the Federal medical assist
ance percentage for the District of Columbia 
shall be 70 percent". 

(2) EFFECTIVE DATE.-The amendments made 
by paragraph (1) shall apply to-

( A) items and services furnished on or after 
October 1, 1997; 

(B) payments made on a capitation or other 
risk-basis for coverage occurring on or after 
such date; and 

(C) payments attributable to DSH allotments 
for such States determined under section 1923(f) 
of such Act (42 U.S.C. 1396r--4(f)) for fiscal years 
beginning with fiscal year 1998. 
SEC. 4726. INCREASE IN PAYMENT LIMITATION 

FOR TERRITORIES. 
Section 1108 (42 U.S.C. 1308) is amended-
(1) in subsection (f), by striking "The" and 

inserting "Subject to subsection (g), the"; and 
(2) by adding at the end the following: 
"(g) MEDICAID PAYMENTS TO TERRITORIES FOR 

FISCAL YEAR 1998 AND THEREAFTER.-
"(1) FISCAL YEAR 1998.-With respect to fiscal 

year 1998, the amounts otherwise determined for 
Puerto Rico, the Virgin Islands, Guam, the 
Northern Mariana Islands, and American 
Samoa under subsection (f) for such fiscal year 
shall be increased by fhe fallowing amounts: 

"(A) For Puerto Rico, $30,000 ,000. 
"(B) For the Virgin Islands, $750,000. 
"(C) For Guam, $750,000. 
"(D) For the Northern Mariana Islands, 

$500,000. 
" (E) For American Samoa, $500,000. 
"(2) FISCAL YEAR 1999 AND THEREAFTER.- Not

withstanding subsection (f) , with respect to fis
cal year 1999 and any fiscal year thereafter, the 
total amount certified by the Secretary under 
title XIX for payment to-

"( A) Puerto Rico shall not exceed the sum of 
the amount provided in this subsection for the 
preceding fiscal year increased by the percent
age increase in the medical care component of 
the Consumer Price Index for all urban con
sumers (as published by the Bureau of Labor 
Statistics) for the 12-month period ending in 
March preceding the beginning of the fiscal 
year, rounded to the nearest $100,000; 

"(B) the Virgin Islands shall not exceed the 
sum of the amount provided in this subsection 
for the preceding fiscal year increased by the 
percentage increase ref erred to in subparagraph 
(A), rounded to the nearest $10,000; 

"(C) Guam shall not exceed the sum of the 
amount provided in this subsection for the pre
ceding fiscal year increased by the percentage 
increase referred to in subparagraph (A), round
ed to the nearest $10,000; 

" (D) the Northern Mariana Islands shall not 
exceed the sum of the amount provided in this 
subsection for the preceding fiscal year in
creased by the percentage increase ref erred to in 
subparagraph (A), rounded to the nearest 
$10,000; and 

"(E) American Samoa shall not exceed the 
sum of the amount provided in this subsection 
for the preceding fiscal year increased by the 
percentage increase ref erred to in subparagraph 
(A), rounded to the nearest $10,000.". 
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CHAPTER 4-ELIGIBILITY 
SEC. 4731. STATE OPTION OF CONTINUOUS ELIGI

BIUTY FOR 12 MONTHS; CLARIFICA
TION OF STATE OPTION TO COVER 
CHI WREN. 

(a) CONTINUOUS ELIGIBILITY OPTION.-Section 
1902(e) (42 U.S.C. 1396a(e)) is amended by add
ing at the end the fallowing new paragraph: 

"(12) At the option of the State, the plan may 
provide that an individual who is under an age 
specified by the State (not to exceed 19 years of 
age) and who is determined to be eligible for 
benefits under a State plan approved under this 
title under subsection (a)(10)( A) shall remain el
igible for those benefits until the earlier of-

"( A) the end of a period (not to exceed 12 
months) fallowing the determination; or 

"(B) the time that the individual exceeds that 
age.". 

(b) CLARIFICATION OF STATE OPTION TO 
COVER ALL CHILDREN UNDER 19 YEARS OF 
AGE.-Section 1902(l)(l)(D) (42 u.s.c. 
1396a(l)(l)(D)) is amended by inserting "(or, at 
the option of a State, after any earlier date)" 
after "children born after September 30, 1983". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply to medical assistance 
for items and services furnished on or after Oc
tober 1, 1997. 
SEC. 4732. PAYMENT OF PART B PREMIUMS. 

(a) ELIGIBILITY.-Section 1902(a)(10)(E) (42 
U.S.C. 1396a(a)(10)(E)) is amended-

(1) by striking "and" at the end of clause (ii); 
and 

(2) by inserting after clause (iii) the following: 
"(iv) subject to sections 1933 and 1905(p)(4) , 

for making medical assistance available (but 
only for premiums payable with respect to 
months during the period beginning with Janu
ary 1998, and ending with December 2002)-

" (I) for medicare cost-sharing described in 
section 1905(p)(3)(A)(ii) for individuals who 
would be qualified medicare beneficiaries de
scribed in section 1905(p)(l) but for the fact that 
their income exceeds the income level established 
by the State under section 1905(p)(2) and is at 
least 120 percent, but less than 135 percent, of 
the official poverty line (referred to in such sec
tion) for a family of the size involved and who 
are not otherwise eligible for medical assistance 
under the State plan, and 

"(II) for the portion of medicare cost-sharing 
described in section 1905(p)(3)(A)(ii) that is at
tributable to the operation of the amendments 
made by (and subsection (e)(3) of) section 4611 
of the Balanced Budget Act of 1997 for individ
uals who would be described in subclause (I) if 
'135 percent' and '175 percent' were substituted 
for '120 percent' and '135 percent' respectively; 
and''. 

(b) CONFORMING AMENDMENT.-Section 1905(b) 
(42 U.S.C. 1396d(b)) is amended by striking "The 
term" and inserting "Subject to section 1933(d), 
the term". 

(c) TERMS AND CONDITIONS OF COVERAGE.
Title XIX (42 U.S.C. 1395 et seq.), as amended by 
section 4701(a), is amended by redesignating sec
tion 1933 as section 1934 and by inserting after 
section 1932 the following new section: 
"STATE COVERAGE OF MEDICARE COST-SHARING 

FOR ADDITIONAL LOW-INCOME MEDICARE BENE
FICIARIES 
"SEC. 1933. (a) IN GENERAL.-A State plan 

under this title shall provide, under section 
1902(a)(10)(E)(iv) and subject to the succeeding 
provisions of this section and through a plan 
amendment, for medical assistance for payment 
of the cost of medicare cost-sharing described in 
such section on behalf of all individuals de
scribed in such section (in this section ref erred 
to as 'qualifying individuals') who are selected 
to receive such assistance under subsection (b). 

"(b) SELECTION OF QUALIFYING INDIVID
UALS.-A State shall select qualifying individ-

uals, and provide such individuals with assist
ance, under this section consistent with the fol
lowing: 

"(1) ALL QUALIFYING INDIVIDUALS MAY 
APPLY.- The State shall permit all qualifying in
dividuals to apply for assistance during a cal
endar year. 

"(2) SELECTION ON FIRST-COME, FIRST-SERVED 
BASIS.-

"( A) IN GENERAL.-For each calendar year 
(beginning with 1998), from (and to the extent 
of) the amount of the allocation under sub
section (c) for the State for the fiscal year end
ing in such calendar year, the State shall select 
qualifying individuals who apply for the assist
ance in the order in which they apply. 

"(B) CARRYOVER.-For calendar years after 
1998, the State shall give preference to individ
uals who were provided such assistance (or 
other assistance described in section 
1902(a)(10)(E)) in the last month of the previous 
year and who continue to be (or become) quali
fying individuals. 

"(3) LIMIT ON NUMBER OF INDIVIDUALS BASED 
ON ALLOCATION.-The State shall limit the num
ber of qualifying individuals selected with re
spect to assistance in a calendar year so that 
the aggregate amount of such assistance pro
vided to such individuals in such year is esti
mated to be equal to (but not exceed) the State's 
allocation under subsection (c) for the fiscal 
year ending in such calendar year. 

"(4) RECEIPT OF ASSISTANCE DURING DURATION 
OF YEAR.- If a qualifying individual is selected 
to receive assistance under this section for a 
month in year, the individual is entitled to re
ceive such assistance for the remainder of the 
year if the individual continues to be a quali
fying individual. The fact that an individual is 
selected to receive assistance under this section 
at any time during a year does not entitle the 
individual to continued assistance for any suc
ceeding year. 

"(c) ALLOCATION.-
"(1) TOTAL ALLOCATION.-The total amount 

available for allocation under this section for
"( A) fiscal year 1998 is $200,000,000; 
"(B) fiscal year 1999 is $250,000,000; 
"(C) fiscal year 2000 is $300,000,000; 
"(D) fiscal year 2001 is $350,000,000; and 
"(E) fiscal year 2002 is $400,000,000. 
"(2) ALLOCATION TO STATES.-The Secretary 

shall provide for the allocation of the total 
amount described in paragraph (1) for a fiscal 
year, among the States that executed a plan 
amendment in accordance with subsection (a), 
based upon the Secretary's estimate of the ratio 
of-

"(A) an amount equal to the sum of-
"(i) twice the total number of individuals de

scribed in section 1902(a)(10)(E)(iv)(l) in the 
State, and 

"(ii) the total number of individuals described 
in section 1902(a)(10)(E)(iv)(II) in the State; to 

"(B) the sum of the amounts computed under 
subparagraph (A) for all eligible States. 

"(d) APPLICABLE FMAP.-With respect to as
sistance described in section 1902(a)(10)(E)(iv) 
furnished in a State for calendar quarters in a 
calendar year -

"(1) to the extent that such assistance does 
not exceed the State's allocation under sub
section (c) for the fiscal year ending in the cal
endar year, the Federal medical assistance per
centage shall be equal to 100 percent; and 

" (2) to the extent that such assistance exceeds 
such allocation, the Federal medical assistance 
percentage is 0 percent. 

"(e) LIMITATION ON ENTITLEMENT.-Except as 
specifically provided under this section, nothing 
in this title shall be construed as establishing 
any entitlement of individuals described in sec-

. tion 1902(a)(10)(E)(iv) to assistance described in 
such section. 

"(f) COVERAGE OF COSTS THROUGH PART B OF 
THE MEDICARE PROGRAM.-For each fiscal year , 
the Secretary shall provide for the transfer from 
the Federal Supplementary Medical Insurance 
Trust Fund under section 1841 to the appro
priate account in the Treasury that provides for 
payments under section 1903(a) with respect to 
medical assistance provided under this section, 
of an amount equivalent to the total of the 
amount of payments made under such section 
that is attributable to this section and such 
trans! er shall be treated as an expenditure from 
such Trust Fund for purposes of section 1839. ". 
SEC. 4733. STATE OPTION TO PERMIT WORKERS 

WITH DISABIUTIES TO BUY INTO 
MEDICAID. 

Section 1902(a)(lO)(A)(ii) (42 U.S.C. 
1396a(a)(10)( A)( ii)) is amended-

(1) in subclause (XI), by striking "or" at the 
end; 

(2) in subclause (XII), by adding "or" at the 
end; and 

(3) by adding at the end the following: 
"(XIII) who are in families whose income is 

less than 250 percent of the income official pov
erty line (as defined by the Office of Manage
ment and Budget, and revised annually in ac
cordance with section 673(2) of the Omnibus 
Budget Reconciliation Act of 1981) applicable to 
a family of the size involved, and who but for 
earnings in excess of the limit established under 
section 1905(q)(2)(B), would be considered to be 
receiving supplemental security income (subject, 
notwithstanding section 1916, to payment of pre
miums or other cost-sharing charges (set on a 
sliding scale based on income) that the State 
may determine);''. 
SEC. 4734. PENALTY FOR FRAUDULENT ELIGI

BIUTY. 
Section 1128B(a) (42 U.S.C. 1320a- 7b(a)), as 

amended by section 217 of the Health Insurance 
Portability and Accountability Act of 1996 (Pub
lic Law 104-191; 110 Stat. 2008), is amended-

(1) by striking paragraph (6) and inserting the 
following: 

"(6) for a fee knowingly and willfully coun
sels or assists an individual to dispose of assets 
(including by any trans! er in trust) in order for 
the individual to become eligible for medical as
sistance under a State plan under title XIX, if 
disposing of the assets results in the imposition 
of a period of ineligibility for such assistance 
under section 1917(c), "; and 

(2) in clause (ii) of the matter following such 
paragraph, by striking "failure, or conversion 
by any other person" and inserting "failure, 
conversion, or provision of counsel or assistance 
by any other person". 
SEC. 4735. TREATMENT OF CERTAIN SETTLEMENT 

PAYMENTS. 
(a) IN GENERAL-Notwithstanding any other 

provision of law , the payments described in sub
section (b) shall not be considered income or re
sources in determining eligibility for, or the 
amount of benefits under, a State plan of med
ical assistance approved under title XIX of the 
Social Security Act. 

(b) PAYMENTS DESCRIBED.-The payments de
scribed in this subsection are-

(1) payments made from any fund established 
pursuant to a class settlement in the case of 
Susan Walker v. Bayer Corporation, et al., 96-
C-5024 (N.D. Ill.); and 

(2) payments made pursuant to a release of all 
claims in a case-

( A) that is entered into in lieu of the class set
tlement referred to in paragraph (1); and 

(B) that is signed by all affected parties in 
such case on or before the later of-

(i) December 31, 1997, or 
(ii) the date that is 270 days after the date on 

which such release is first sent to the persons 
(or the legal representative of such persons) to 
whom the payment is to be made. 
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CHAPTER 5-BENEFJTS (2) by striking subparagraphs (B) and (C). 

SEC. 4741. ELIMINATION OF REQUIREMENT TO (b) JCFSIMR.-Section 1902(a)(31) (42 u.s.c. 
PAY FOR PRIVATE INSURANCE. 1396a(a)(31)) is amended-

( a) REPEAL OF STATE PLAN PROVISION.-Sec- (1) by striking "provide-
tion 1902(a)(25) (42 U.S.C. 1396a(a)(25)) is "(A) with respect to each patient" and insert-
amended- ing "provide, with respect to each patient"; and 

(1) by striking subparagraph (G); and (2) by striking subparagraphs (B) and (C). 
(2) by redesignating subparagraphs (H) and (c) EFFECTIVE DATE.-The amendments made 

(I) as subparagraphs (G) and (H), respectively. by this section take effect on the date of the en
(b) MAKING PROVISION OPTIONAL.-Section actment of this Act. 

1906 (42 u.s.c. 1396e) is amended- SEC. 4752. ALTERNATIVE SANCTIONS FOR NON-
(1) in subsection (a)- COMPLIANT ICFS/MR. 
(A) by striking "For purposes of section (a) JN GENERAL-Section 1902(i)(l)(B) (42 

1902(a)(25)(G) and subject to subsection (d). U.S.C. 1396a(i)(l)(B)) is amended by striking 
each" and inserting "Each"; "provide" and inserting "estab lish alternative 

(B) in paragraph (1), by striking "shall " and remedies if the State demonstrates to the Sec-
inserting "may"; and retary's satisfaction that the alternative rem-

(C) in paragraph (2). by striking "shall" and edies are effective in deterring noncompliance 
inserting "may"; and and correcting deficiencies, and may provide". 

(2) by striking subsection (d). (b) EFFECTIVE DATE.-The amendment made 
(c) EFFECTIVE DATE.- The amendments made by subsection (a) takes effect on the date of the 

by this section shall take effect on the date of enactment of this Act. 
the enactment of this Act. 
SEC. 4742. PHYSICIAN QUALIFICATION REQUIRE- SEC. 4753. MODIFICATION OF MMIS REQUIRE-

MENTS. MENTS. 
(a) I N GENERAL.- Section 1903(i) (42 u.s.c. (a) IN GENERAL.-Section 1903(r) (42 u.s.c. 

1396b(i)) is amended by striking paragraph (12). 1396b(r)) is amended-
(b) EFFECTIVE DATE.-The amendment made (1) by striking all that precedes paragraph (5) 

by subsection (a) shall apply to services fur- and inserting the following: . 
nished on or after the date of the enactment of "(r)(l) In order to receive payments under 
this Act. subsection (a) for use of automated data systems 
SEC. 4743. ELIMINATION OF REQUIREMENT OF in administration of the State plan under this 

PRIOR INSTITUTIONALIZATION WITH title, a State must have in operation mechanized 
RESPECT TO HABILITATION SERV- claims processing and information retrieval sys
ICES FURNISHED UNDER A WAIVER terns that meet the requirements of this sub
FOR HOME OR COMMUNITY-BASED section and that the Secretary has found-
SERVICES. " (A) are adequate to provide efficient, eco-

(a) IN GENERAL.- Section 1915(c)(5) (42 U.S.C. nomical, and effective administration of such 
1396n(c)(5)) is amended, in the matter preceding State plan; 
subparagraph (A), by striking " , with respect to "(B) are compatible with the claims processing 
individuals who receive such services after dis- and information retrieval systems used in the 
charge from a nursing facility or intermediate administration of title XVIll, and for this pur-
care facility for the mentally retarded". · pose-

(b) EFFECTIVE DATE.-The amendment made " (i) have a uniform identification coding sys-
by subsection (a) apply to services furnished on tern for providers, other payees, and bene-
or after October 1, 1997. ficiaries under this title or title XVIII; 
SEC. 4744. STUDY AND REPORT ON EPSDT BEN- "(ii) provide liaison between States and car-

EFIT. riers and intermediaries with agreements under 
(a) STUDY.- title XVIII to facilitate timely exchange of ap-
(1) IN GENERAL.-The Secretary of Health and propriate data; and 

Human Services, in consultation with Gov- "(iii) provide for exchange of data between 
ernors, directors of State medicaid programs, the the States and the Secretary with respect to per
American Academy of Actuaries, and represent- sons sanctioned under this title or title XVIII; 
atives of appropriate provider and beneficiary "(C) are capable of providing accurate and 
organizations, shall conduct a study of the pro- timely data; 
vision of early and periodic screening, diag- "(D) are complying with the applicable provi-
nostic, and treatment services under the med- sions of part C of title XI; 
icaid program under title XIX of the Social Se- "(E) are designed to receive provider claims in 
curity Act in accordance with the requirements standard formats to the extent specified by the 
of section 1905(r) of such Act (42 U.S.C. Secretary; and 
1396d(r)). "(F) effective for claims filed on or after Janu-

(2) REQUIRED CONTENTS.- The study con- ary 1, 1999, provide for electronic transmission 
ducted under paragraph (1) shall include exam- of claims data in the format specified by the 
ination of the actuarial value of the provision of Secretary and consistent with the Medicaid Sta
such services under the medicaid program and tistical Information System (MSIS) (including 
an examination of the portions of such actuarial detailed individual enrollee encounter data and 
value that are attributable to paragraph (5) of other information that the Secretary may find 
section 1905(r) of such Act and to the second necessary)."; 
sentence of such section. (2) in paragraph (5)-

(b) REPORT.-Not later than 12 months after (A) by striking subparagraph (B) ; 
the date of the enactment of this Act, the Sec- (B) by striking all that precedes clause (i) and 
retary of Health and Human Services shall sub- inserting the following: 
mit a report to Congress on the results of the "(2) In order to meet the requirements of this 
study conducted under subsection (a). paragraph, mechanized claims processing and 

CHAPTER 6-ADMINISTRATION AND information retrieval systems must meet the fol-
MJSCELLANEOUS lowing requirements: ''; 

SEC. 4751. ELIMINATION OF DUPLICATIVE IN- (C) in clause (iii), by striking " under para-
SPECTION OF CARE REQUIREMENTS graph (6)"; and 
FOR ICFSIMR AND MENTAL HOS- (D) by redesignating clauses (i) through (iii) 
PITALS. as paragraphs (A) through (C); and 

(a) MENTAL HOSPITALS.-Section 1902(a)(26) (3) by striking paragraphs (6), (7), and (8). 
(42 u.s.c. 1396a(a)(26)) is amended- (b) CONFORMING AMENDMENTS.-Section 

(1) by striking "provide- 1902(a)(25)(A)(ii) (42 U.S.C. 1396a(a)(25)(A)(ii)) 
"(A) with respect to each patient" and insert- is amended by striking all that follows "shall" 

ing "pr9vide, with respect to each patient"; and and inserting the following: " be integrated 

with, and be monitored as a part of the Sec
retary's review of, the State's mechanized claims 
processing and information retrieval systems re
quired under section 1903(r);". 

(c) EFFECTIVE DATE.-Except as otherwise 
specifically provided, the amendments made by 
this section shall take effect on January 1, 1998. 
SEC. 4754. FACILITATING IMPOSITION OF STATE 

ALTERNATIVE REMEDIES ON NON
COMPLIANT NURSING FACILITIES. 

(a) IN GENERAL.- Section 1919(h)(3)(D) (42 
U.S.C. 1396r(h)(3)(D)) is amended-

(1) by inserting "and" at the end of clause (i); 
(2) by striking ", and" at the end of clause (ii) 

and inserting a period; and 
(3) by striking clause (iii). 
(b) EFFECTIVE DATE.-The amendments made 

by subsection (a) take effect on the date of the 
enactment of this Act. 
SEC. 4755. REMOVAL OF NAME FROM NURSE AIDE 

REGISTRY. 
(a) MEDICARE.-Section 1819(g)(l) (42 u.s.c. 

1395i- 3(g)(l)) is amended-
(1) by redesignating subparagraph (D) as sub

paragraph (E) , and 
(2) by inserting after subparagraph (C) the 

following: 
"(D) REMOVAL OF NAME FROM NURSE AIDE 

REGISTRY.-
"(i) IN GENERAL.-ln the case of a finding of 

neglect under subparagraph (C), the State shall 
establish a procedure to permit a nurse aide to 
petition the State to have his or her name re
moved from the registry upon a determination 
by the State that-

"( I) the employment and personal history of 
the nurse aide does not reflect a pattern of abu
sive behavior or neglect; and 

"(JI) the neglect involved in the original find
ing was a singular occurrence. 

" (ii) TIMING OF DETERMTNATION.-ln no case 
shall a determination on a petition submitted 
under clause (i) be made prior to the expiration 
of the 1-year period beginning on the date on 
which the name of the petitioner was added to 
the registry under subparagraph (C). ". 

(b) MEDICAID.-Section 1919(g)(l) (42 u.s.c. 
1396r(g)(l)) is amended-

(1) by redesignating subparagraph (D) as sub
paragraph (E). and 

(2) by inserting after subparagraph (C) the 
following: 

"(D) REMOVAL OF NAME FROM NURSE AIDE 
REGISTRY.-

"(i) I N GENERAL.-ln the case of a finding of 
neglect under subparagraph (C). the State shall 
establish a procedure to permit a nurse aide to 
petition the State to have his or her name re
moved from the registry upon a determination 
by the State that-

" ( I) the employment and personal history of 
the nurse aide does not reflect a pattern of abu
sive behavior or neglect; and 

"(JI) the neglect involved in the original find
ing was a singular occurrence. 

"(ii) TIMING OF DETERMINATION.-ln no case 
shall a determination on a petition submitted 
under clause (i) be made prior to the expiration 
of the 1-year period beginning on the date on 
which the name of the petitioner was added to 
the registry under subparagraph (C). ". 

(c) RETROACTIVE REVIEW.-The procedures de
veloped by a State under the amendments made 
by subsection (a) and (b) shall permit an indi
vidual to petition for a review of any finding 
made by a State under section 1819(g)(l)(C) or 
1919(g)(l)(C) of the Social Security Act (42 
U.S.C. 1395i- 3(g)(l)(C) or 1396r(g)(l)(C)) after 
January 1, 1995. 
SEC. 4756. MEDICALLY ACCEPTED INDICATION. 

Section 1927(g)(l)(B)(i) (42 U.S.C. 1396r-
8(g)(l)(B)(i)) is amended-

(1) by striking "and" at the end of subclause 
(JI), 



16312 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
(2) by redesignating subclause (III) as sub

clause (IV), and 
(3) by inserting after subclause (II) the f al

lowing: 
"(Ill) the DRUG DEX Information System; 

and''. 
SEC. 4757. CONTINUATION OF STATE·WIDE SEC· 

TION 1115 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section 1115 (42 U.S.C. 1315) 

is amended by adding at the end the fallowing 
new subsection: 

"(e)(l) The provisions of this subsection shall 
apply to the extension of any State-wide com
prehensive demonstration project (in this sub
section referred to as 'waiver project') for which 
a waiver of compliance with requirements of 
title XIX is granted under subsection (a). 

"(2) During the 6-month period ending 1 year 
before the date the waiver under subsection (a) 
with respect to a waiver project would otherwise 
expire, the chief executive officer of the State 
which is operating the project may submit to the 
Secretary a written request for an extension, of 
up to 3 years, of the project. 

"(3) If the Secretary fails to respond to the re
quest within 6 months after the date it is sub
mitted, the request is deemed to have been 
granted. 

"(4) If such a request is granted, the deadline 
for submittal of a final report under the waiver 
project is deemed to have been extended until 
the date that is 1 year after the date the waiver 
project would otherwise have expired. 

"(5) The Secretary shall release an evaluation 
of each such project not later than 1 year after 
the date of receipt of the final report. 

"(6) Subject to paragraphs (4) and (7), the ex
tension of a waiver project under this subsection 
shall be on the same terms and conditions (in
cluding applicable terms and conditions relating 
to quality and access of services, budget neu
trality, data and reporting requirements, and 
special population protections) that appl'ied to 
the project before its extension under this sub
section. 

"(7) If an original condition of approval of a 
waiver project was that Federal expenditures 
under the project not exceed the Federal ex
penditures that would otherwise have been 
made, the Secretary shall take such steps as 
may be necessary to ensure that, in the exten
sion of the project under this subsection, such 
condition continues to be met. In applying the 
previous sentence, the Secretary shall take into 
account the Secretary's best estimate of rates of 
change in expenditures at the time of the exten
sion.". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall apply to demonstration 
projects initially approved before, on, or after 
the date of the enactment of this Act. 
SEC. 4758. EXTENSION OF MORATORIUM. 

Section 6408(a)(3) of the Omnibus Budget Rec
onciliation Act of 1989, as amended by section 
13642 of the Omnibus Budget Reconciliation Act 
of 1993, is amended by striking "December 31, 
1995" and inserting "December 31, 2002". 
SEC. 4759. EXTENSION OF EFFECTIVE DATE FOR 

. STATE LAW AMENDMENT. 

In the case of a State plan under title XIX of 
the Social Security Act which the Secretary of 
Health and Human Services determines requires 
State legislation in order for the plan to meet 
the additional requirements imposed · by the 
amendments made by a provision of this sub
title, the State plan shall not be regarded as 
failing to comply with the requirements of such 
title solely on the basis of its failure to meet 
these additional requirements before the first 
day of the first calendar quarter beginning after 
the close of the first regular session of the State 
legislature that begins after the date of the en
actment of this Act. For purposes of the pre
vious sentence, in the case of a State that has 

a 2-year legislative session, each year of the ses
sion is considered to be a separate regular ses
sion of the State legislature. 
Subtitle I-Programs of All-Inclusive Care for 

the Elderly (PACE) 
SEC. 4801. COVERAGE OF PACE UNDER THE MEDI

CARE PROGRAM. 
Title XVIII of the Social Security Act (42 

U.S.C. 1395 et seq.) is amended by adding at the 
end the fallowing new section: 
"PAYMENTS TO, AND COVERAGE OF BENEFITS 

UNDER, PROGRAMS OF ALL-INCLUSIVE CARE FOR 
THE ELDERLY (PACE) 
" SEC. 1894. (a) RECEIPT OF BENEFITS 

THROUGH ENROLLMENT IN PACE PROGRAM; 
DEFINITIONS FOR PACE PROGRAM RELATED 
TERMS.-

"(1) BENEFITS THROUGH ENROLLMENT IN A 
PACE PROGRAM.-In accordance with this sec
tion, in the case of an individual who is entitled 
to benefits under part A or enrolled under part 
B and who is a PACE program eligible indi
vidual (as defined in paragraph (5)) with re
spect to a PACE program offered by a PACE 
provider under a PACE program agreement-

"( A) the individual may enroll in the program 
under this section; and 

"(B) so long as the individual is so enrolled 
and in accordance with regulations-

"(i) the individual shall receive benefits under 
this title solely through such program; and 

"(ii) the PACE provider is entitled to payment 
under and in accordance with this section and 
such agreement for provision of such benefits. 

"(2) p ACE PROGRAM DEFINED.-For purposes 
of this section, the term 'PACE program' means 
a program of all-inclusive care for the elderly 
that meets the fallowing requirements: 

"(A) OPERATION.-The entity operating the 
program is a PACE provider (as defined in para
graph (3)). 

"(B) COMPREHENSIVE BENEFITS.-The program 
provides comprehensive health care services to 
PACE program eligible individuals in accord
ance with the PACE program agreement and 
regulations under this section. 

"(C) TRANSITION.- In the case Of an indi
vidual who is enrolled under the program under 
this section and whose enrollment ceases for any 
reason (including that the individual no longer 
qualifies as a PACE program eligible individual, 
the termination of a PACE program agreement, 
or otherwise), the program provides assistance 
to the individual in obtaining necessary transi
tional care through appropriate referrals and 
making the individual's medical records avail
able to new providers. 

"(3) PACE PROVIDER DEFINED.-
"( A) IN GENERAL.-For purposes of this sec

tion, the term 'PACE provider' means an entity 
that-

"(i) subject to subparagraph (B), is (or is a 
distinct part of) a public entity or a private, 
nonprofit entity organized for charitable pur
poses under section 501(c)(3) of the Internal 
Revenue Code of 1986; and 

"(ii) has entered into a PACE program agree
ment with respect to its operation of a PACE 
program. 

"(B) TREATMENT OF PRIVATE, FOR-PROFIT 
PROVIDERS.- Clause (i) of subparagraph (A) 
shall not apply-

"(i) to entities subject to a demonstration 
project waiver under subsection (h); and 

"(ii) after the date the report under section 
4804(b) of the Balanced Budget Act of 1997 is 
submitted, unless the Secretary determines that 
any of the findings described in subparagraph 
(A), (B) ,' (C), or (D) of paragraph (2) of such 
section are true. 

"(4) PACE PROGRAM AGREEMENT DEFINED.
For purposes of this section, the term 'PACE 
program agreement' means, with respect to a 
PACE provider, an agreement, consistent with 

this section , section 1934 (if applicable), and reg
ulations promulgated to carry out such sections, 
between the PACE provider and tl,le Secretary, 
or an agreement between the PACE provider 
and a State administering agency for the oper
ation of a PACE program by the provider under 
such sections. 

"(5) PACE PROGRAM ELIGIBLE INDIVIDUAL DE
FINED.-For purposes of this section, the term 
'PACE program eligible individual' means, with 
respect to a PACE program, an individual 
who-

"(A) is 55 years of age or older; 
"(B) subject to subsection (c)(4), is determined 

under subsection (c) to require the level of care 
required under the State medicaid plan for cov
erage of nursing facility services; 

"(C) resides in the service area of the PACE 
program; and 

"(D) meets such other eligibility conditions as 
may be imposed under the PACE program agree
ment for the program under subsection 
(e)(2)( A)(ii). 

"(6) p ACE PROTOCOL.-For purposes of this 
section, the term 'PACE protocol' means the 
Protocol for the Program of All-inclusive Care 
for the Elderly (PACE), as published by On Lok, 
Inc., as of April 14, 1995, or any successor pro
tocol that may be agreed upon between the Sec
retary and On Lok, Inc. 

"(7) PACE DEMONSTRATION WAIVER PROGRAM 
DEFINED.-For purposes of this section, the term 
'PACE demonstration waiver program' means a 
demonstration program under either of the fol
lowing sections (as in effect before the date of 
their repeal): 

"(A) Section 603(c) of the Social Security 
Amendments of 1983 (Public Law 98-21), as ex
tended by section 9220 of the Consolidated Om
nibus Budget Reconciliation Act of 1985 (Public 
Law 99-272). 

"(B) Section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 (Public Law 99-509). 

"(8) STATE ADMINISTERING AGENCY DEFINED.
For purposes of this section, the term 'State ad
ministering agency' means, with respect to the 
operation of a PACE program in a State, the 
agency of that State (which may be the single 
agency responsible for administration of the 
State plan under title XIX in the State) respon
sible for administering PACE program agree
ments under this section and section 1934 in the 
State. 

"(9) TRIAL PERIOD DEFINED.-
"( A) IN GENERAL.-For purposes of this sec

tion, the term 'trial period' means, with respect 
to a PACE program operated by a PACE pro
vider under a PACE program agreement, the 
first 3 contract years under such agreement with 
respect to such program. 

"(B) TREATMENT OF ENTITIES PREVIOUSLY OP
ERATING PACE DEMONSTRATION WAIVER PRO
GRAMS.-Each contract year (including a year 
occurring before the effective date of this sec
tion) during which an entity has operated a 
PACE demonstration waiver program shall be 
counted under subparagraph (A) as a contract 
year during which the entity operated a PACE 
program as a PACE provider under a PACE pro
gram agreement. 

"(10) REGULATJONS.-For purposes of this sec
tion, the term 'regulations' refers to interim 
final or final regulations promulgated under 
subsection (f) to carry out this section and sec
tion 1934. 

"(b) SCOPE OF BENEFITS; BENEFICIARY SAFE
GUARDS.-

"(1) IN GENERAL.-Under a p ACE program 
agreement, a PACE provider shall-

"( A) provide to PACE program eligible indi
viduals enrolled with the provider, regardless of 
source of payment and directly or under con
tracts with other entities, at a minimum-

"(i) all items and services covered under this 
title (for individuals enrolled under this section) 
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and all items and services covered under title 
XIX, but without any limitation or condition as 
to amount, duration, or scope and without ap
plication of deductibles, copayments, coinsur
ance, or other cost-sharing that would otherwise 
apply under this title or such title, respectively; 
and 

"(ii) all additional items and services specified 
in regulations, based upon those required under 
the PACE protocol; 

"(B) provide such enrollees access to nec
essary covered items and services 24 hours per 
day, every day of the year; 

"(C) provide services to such enrollees 
through a comprehensive, multidisciplinary 
health and social services delivery system which 
integrates acute and long-term care services 
pursuant to regulations; and 

"(D) specify the covered items and services 
that will not be provided directly by the entity. 
and to arrange for delivery of those items and 
services through contracts meeting the require
ments of regulations. 

"(2) QUALITY ASSURANCE; PATIENT SAFE
GUARDS.-The PACE program agreement shall 
require the PACE provider to have in effect at 
a minimum-

"(A) a written plan of quality assurance and 
improvement, and procedures implementing such 
plan, in accordance with regulations; and 

" (B) written safeguards of the rights of en
rolled participants (including a patient bill of 
rights and procedures for grievances and ap
peals) in accordance with regulations and with 
other requirements of this title and Federal and 
State law that are designed for the protection of 
patients. 

"(c) ELIGIBILITY DETERMINATIONS.-
"(1) IN GENERAL.- The determination of 

whether an individual is a PACE program eligi
ble individual-

"( A) shall be made under and in accordance 
with the PACE program agreement; and 

" (B) who is entitled to medical assistance 
under title XIX, shall be made (or who is not so 
entitled, may be made) by the State admin
istering agency. 

"(2) CONDITION.-An individual is not a 
PACE program eligible individual (with respect 
to payment under this section) unless the indi
vidual's health status has been determined by 
the Secretary or the State administering agency, 
in accordance with regulations, to be com
parable to the health status of individuals who 
have participated in the PACE demonstration 
waiver programs. Such determination shall be 
based upon information on health status and re
lated indicators (such as medical diagnoses and 
measures of activities of daily living, instru
mental activities of daily living, and cognitive 
impairment) that are part of a uniform minimum 
data set collected by PACE providers on poten
tial PACE program eligible individuals. 

"(3) ANNUAL ELIGIBILITY RECERTIFICATIONS.
"( A) IN GENERAL.-Subject to subparagraph 

(B), the determination described in subsection 
(a)(5)(B) for an individual shall be reevaluated 
at least annually. 

" (B) EXCEPTION.- The requirement of annual 
reevaluation under subparagraph (A) may be 
waived during a period in accordance with reg
ulations in those cases where the State admin
istering agency determines that there is no rea
sonable expectation of improvement or signifi
cant change in an individual's condition during 
the period because of the severity of chronic 
condition, or degree of impairment of functional 
capacity of the individual involved . 

" (4) CONTINUATION OF ELIGIBILITY.- An indi
vidual who is a PACE program eligible indi
vidual may be deemed to continue to be such an 
individual notwithstanding a determination 
that the individual no longer meets the require
ment of subsection (a)(5)(B) if, in accordance 

with regulations, in the absence of continued 
coverage under a PACE program the individual 
reasonably would be expected to meet such re
quirement within the succeeding 6-month pe
riod. 

"(5) ENROLLMENT; DISENROLLMENT.-
"( A) VOLUNTARY DISENROLLMENT AT ANY 

TIME.-The enrollment and disenrollment of 
PACE program eligible individuals in a PACE 
program shall be pursuant to regulations and 
the PACE program agreement and shall permit 
enrollees to voluntarily disenroll without cause 
at any time. 

"(B) LIMITATIONS ON DISENROLLMENT.-
"(i) IN GENERAL-Regulations promulgated by 

the Secretary under this section and section 
1934, and the PACE program agreement, shall 
provide that the PACE program may not 
disenroll a PACE program eligible individual ex
cept-

"(!) for nonpayment of premiums (if applica
ble) on a timely basis; or 

"(JI) for engaging in disruptive or threatening 
behavior, as defined in such regulations (devel
oped in close consultation with State admin
istering agencies). 

"(ii) NO DISENROLLMENT FOR NONCOMPLIANT 
BEHAVIOR.-Except as allowed under regula
tions promulgated to carry out clause (i)(II) , a 
PACE program may not disenroll a PACE pro
gram eligible individual on the ground that the 
individual has engaged in noncompliant behav
ior if such behavior is related to a mental or 
physical condition of the individual. For pur
poses of the preceding sentence, the term 'non
compliant behavior ' includes repeated non
compliance with medical advice and repeated 
failure to appear for appointments. 

"(iii) TIMELY REVIEW OF PROPOSED NONVOL-
UNTARY DISENROLLMENT.-A proposed 
disenrollment, other than a voluntary 
disenrollment, shall be subject to timely review 
and final determination by the Secretary or by 
the State administering agency (as applicable), 
prior to the proposed disenrollment becoming ef
fective. 

"(d) PAYMENTS TO PACE PROVIDERS ON A 
CAPITATED BASIS.-

"(1) IN GENERAL.-In the case of a p ACE pro
vider with a PACE program agreement under 
this section, except as provided in this sub
section or by regulations, the Secretary shall 
make prospective monthly payments of a capita
tion amount for each PACE program eligible in
dividual enrolled under the agreement under 
this section in the same manner and from the 
same sources as payments are made to a 
Medicare+Choice organization under section 
1853 (or , for periods beginning before January 1, 
1999, to an eligible organization under a risk
sharing contract under section 1876). Such pay
ments shall be subject to adjustment in the man
ner described in section 1853(a)(2) or section 
1876(a)(l)(E), as the case may be. 

" (2) CAPITATION AMOUNT.-The capitation 
amount to be applied under this subsection for 
a provider for a contract year shall be an 
amount specified in the PACE program agree
ment for the year. Such amount shall be based 
upon payment rates established for purposes of 
payment under section 1853 (or, for periods be
fore January 1, 1999, for purposes of risk-shar
ing contracts under section 1876) and shall be 
adjusted to take into account the comparative 
frailty of PACE enrollees and such other factors 
a$ the Secretary determines to be appropriate. 
Such amount under such an agreement shall be 
computed in a manner so that the total payment 
level for all PACE program eligible individuals 
enrolled under a program is less than the pro
jected payment under this title for a comparable 
population not enrolled under a PACE program. 

" (e) PACE PROGRAM AGREEMENT.
" (1) REQUIREMENT.-

"(A) IN GENERAL.-The Secretary , in close co
operation with the State administering agency, 
shall establish procedures for entering into, ex
tending , and terminating PACE program agree
ments for the operation of PACE programs by 
entities that meet the requirements for a PACE 
provider under this section, section 1934, and 
regulations. 

"(B) NUMERICAL LIMITATION.-
"(i) TN GENERAL.-The Secretary shall not per

mit the number of PACE providers with which 
agreements are in effect under this section or 
under section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 to exceed-

"(!) 40 as of the date of the enactment of this 
section; or 

"(II) as of each succeeding anniversary of 
such date, the numerical limitation under this 
subparagraph for the preceding year plus 20. 
Subclause (II) shall apply without regard to the 
actual number of agreements in effect as of a 
previous anniversary date. 

"(ii) TREATMENT OF CERTAIN PRIVATE, FOR
PROFIT PROVIDERS.-The numerical limitation in 
clause (i) shall not apply to a PACE provider 
that-

"(!) is operating under a demonstration 
project waiver under subsection (h); or 

"(II) was operating under such a waiver and 
subsequently qualifies for PACE provider status 
pursuant to subsection (a)(3)(B)(ii). 

"(2) SERVICE AREA AND ELIGIBILITY.-
"( A) IN GENERAL.-A PACE program agree

ment for a PACE program-
"(i) shall designate the service area of the 

program; 
"(ii) may provide additional requirements for 

individuals to qualify as PACE program eligible 
individuals with respect to the program; 

" (iii) shall be effective for a contract year, but 
may be extended for additional contract years in 
the absence of a notice by a party to terminate 
and is subject to termination by the Secretary 
and the State administering agency at any time 
for cause (as provided under the agreement); 

"(iv) shall require a PACE provider to meet all 
applicable State and local laws and require
ments; and 

"(v) shall contain such additional terms and 
conditions as the parties may agree to, so long 
as such terms and conditions are consistent with 
this section and regulations. 

"(B) SERVICE AREA OVERLAP.-ln designating 
a service area under a PACE program agreement 
under subparagraph (A)(i), the Secretary (in 
consultation with the State administering agen
cy) may exclude from designation an area that 
is already covered under another PACE program 
agreement, in order to avoid unnecessary dupli
cation of services and avoid impairing the fi
nancial and service viability of an existing pro
gram. 

"(3) DATA COLLECTION; DEVELOPMENT OF OUT
COME MEASURES.-

"(A) DATA COLLECTION.-
"(i) IN GENERAL.-Under a p ACE program 

agreement, the PACE provider shall-
" ( I) collect data; 
" (II) maintain, and afford the Secretary and 

the State administering agency access to, the 
records relating to the program, including perti
nent financial, medical, and personnel records; 
and 

"(III) make available to the Secretary and the 
State administering agency reports that the Sec
r etary finds (in consultation with State admin
istering agencies) necessary to monitor the oper
ation, cost, and effectiveness of the PACE pro
gram under this section and section 1934 . 

"(ii) REQUIREMENTS DURING TRIAL PERIOD.
During the first 3 years of operation of a PACE 
program (either under this section or under a 
PACE demonstration waiver program), the 
PACE provider shall provide such additional 
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data as the Secretary specifies in regulations in 
order to perf arm the oversight required under 
paragraph (4)(A). 

"(B) DEVELOPMENT OF OUTCOME MEASURES.
Under a PACE program agreement, the PACE 
provider, the Secretary, and the State admin
istering agency shall jointly cooperate in the de
velopment and implementation of health status 
and quality of Zif e outcome measures with re
spect to PACE program eligible individuals. 

"(4) OVERSIGHT.-
"(A) ANNUAL, CLOSE OVERSIGHT DURING TRIAL 

PERIOD.-During the trial period (as defined in 
subsection (a)(9)) with respect to a PACE pro
gram operated by a PACE provider, the Sec
retary (in cooperation with the State admin
istering agency) shall conduct a comprehensive 
annual review of the operation of the PACE 
program by the provider in order to assure com
pliance with the requirements of this section 
and regulations. Such a review shall include-

"(i) an on-site visit to the program site; 
"(ii) comprehensive assessment of a provider's 

fiscal soundness; 
"(iii) comprehensive assessment of the pro

vider's capacity to provide all PACE services to 
all enrolled participants; 

"(iv) detailed analysis of the entity's substan
tial compliance with all significant requirements 
of this section and regulations; and 

"(v) any other elements the Secretary or State 
administering agency considers necessary or ap
propriate. 

"(B) CONTINUING OVERSIGHT.- After the trial 
period, the Secretary (in cooperation with the 
State administering agency) shall continue to 
conduct such review of the operation of PACE 
providers and PACE programs as may be appro
priate, taking into account the performance 
level of a provider and compliance of a provider 
with all significant requirements of this section 
and regulations. 

"(C) DISCLOSURE.-The results of reviews 
under this paragraph shall be reported promptly 
to the PACE provider, along with any rec
ommendations for changes to the provider's pro
gram, and shall be made available to the public 
upon request. 

"(5) TERMINATION OF PACE PROVIDER AGREE
MENTS.-

"(A) IN GENERAL-Under regu lations-
"(i) the Secretary or a State administering 

agency may terminate a PACE program agree
ment for cause; and 

"(ii) a PACE provider may terminate an 
agreement after appropriate notice to the Sec
retary, the State agency , and enrollees. 

"(B) CAUSES FOR TERMINATION.- ln accord
ance with regulations establishing procedures 
for termination of PACE program agreements, 
the Secretary or a State administering agency 
may terminate a PACE program agreement with 
a PACE provider for, among other reasons, the 
fact that-

"(i) the Secretary or State administering agen
cy determines that-

"(!) there are significant deficiencies in the 
quality of care provided to enrolled participants; 
or 

"(JI) the provider has failed to comply sub
stantially with conditions for a program or pro
vider under this section or section 1934; and 

"(ii) the entity has failed to develop and suc
cessfully initiate, within 30 days of the date of 
the receipt of written notice of such a deter
mination, a plan to correct the deficiencies, or 
has failed to continue implementation of such a 
plan. 

"(C) TERMINATION AND TRANSITION PROCE
DURES.-An entity whose PACE provider agree
ment is terminated under this paragraph shall 
implement the transition procedures required 
under subsection (a)(2)(C). 

"(6) SECRETARY'S OVERSIGHT; ENFORCEMENT 
AUTHORITY.-

"(A) JN GENERAL-Under regulations, if the 
Secretary determines (after consultation with 
the State administering agency) that a PACE 
provider is failing substantially to comply with 
the requirements of this section and regulations , 
the Secretary (and the State administering 
agency) may take any or all of the following ac
tions: 

"(i) Condition the continuation of the PACE 
program agreement upon timely execution of a 
corrective action plan. 

"(ii) Withhold some or all further payments 
under the PACE program agreement under this 
section or section 1934 with respect to PACE 
program services furnished by such provider 
until the deficiencies have been corrected. 

"(iii) Terminate such agreement. 
"(B) APPLICATION OF INTERMEDIATE SANC

TIONS.-Under regulations, the Secretary may 
provide for the application against a PACE pro
vider of remedies described in section 1857(g)(2) 
(or, for periods before January 1, 1999, section 
1876(i)(6)(B)) or 1903(m)(5)(B) in the case of vio
lations by the provider of the type described in 
section 1857(g)(1) (or section 1876(i)(6)(A) for 
such periods) or 1903(m)(5)(A), respectively (in 
relation to agreements, enrollees, and require
ments under this section or section 1934, respec
tively). 

"(7) PROCEDURES FOR TERMINATION OR IMPO
SITION OF SANCTIONS.-Under regulations, the 
provisions of section 1857(h) (or for periods be
fore January 1, 1999, section 1876(i)(9)) shall 
apply to termination and sanctions respecting a 
PACE program agreement and PACE provider 
under this subsection in the same manner as 
they apply to a termination and sanctions with 
respect to a contract and a Medicare+Choice or
ganization under part C (or for such periods an 
eligible organization under section 1876). 

"(8) TIMELY CONSIDERATION OF APPLICATIONS 
FOR PACE PROGRAM PROVIDER STATUS.-ln con
sidering an application for PACE provider pro
gram status, the application shall be deemed ap
proved unless the Secretary, within 90 days 
after the date of the submission of the applica
tion to the Secretary, either denies such request 
in writing or inf arms the applicant in writing 
with respect to any additional information that 
is needed in order to make a final determination 
with respect to the application. After the date 
the Secretary receives such additional inf orma
tion, the application shall be deemed approved 
unless the Secretary , within 90 days of such 
date, denies such request. 

"(f) REGULATIONS.-
"(1) IN GENERAL-The Secretary shall issue 

interim final or final regulations to carry out 
this section and section 1934. 

"(2) USE OF PACE PROTOCOL.-
"( A) IN GENERAL-In issuing such regula

tions, the Secretary shall, to the extent con
sistent with the provisiOns of this section , incor
porate the requirements applied to PACE dem
onstration waiver programs under the PACE 
protocol. 

" (B) FLEXIBILITY.-ln order to provide for 
reasonable flexibility in adapting the ·PACE 
service delivery model to the needs of particular 
organizations (such as those in rural areas or 
those that may determine it appropriate to use 
nonstaff physicians according to State licensing 
law requirements) under this section and section 
1934, the Secretary (in close consultation with 
State administering agencies) may modify or 
waive provisions of the PACE protocol so long 
as any such modification or waiver is not incon
sistent with and would not impair the essential 
elements, objectives, and requirements of this 
section, but may not modify or waive any of the 
fallowing provisions: 

"(i) The focus on frail elderly qualifying indi
viduals who require the level of care provided in 
a nursing facility. 

"(ii) The delivery of comprehensive, inte
grated acute and long-term care services. 

"(iii) The interdisciplinary team approach to 
care management and service delivery. 

"(iv) Capitated, integrated financing that al
lows the provider to pool payments received 
from public and private programs and individ
uals. 

"(v) The assumption by the provider of full fi
nancial risk. 

"(3) APPLICATION OF CERTAIN ADDITIONAL 
BENEFICIARY AND PROGRAM PROTECTIONS.-

"( A) IN GENERAL-In issuing such regulations 
and subject to subparagraph (B), the Secretary 
may apply with respect to PACE programs, pro
viders, and agreements such requirements of 
part C (or , for periods before January 1, 1999, 
section 1876) and sections 1903(m) and 1932 re
lating to protection of beneficiaries and program 
integrity as would apply to Medicare+Choice or
ganizations under part C (or for such periods el
igible organizations under risk-sharing con
tracts under section 1876) and to medicaid man
aged care organizations under prepaid capita
tion agreements under section 1903(m). 

"(B) CONSIDERATIONS.-ln issuing such regu
lations, the Secretary shall-

"(i) take into account the differences between 
populations served and benefits provided under 
this section and under part C (or , for periods be
fore January 1, 1999, section 1876) and section 
1903(m); 

"(ii) not include any requirement that con
flicts with carrying out PACE programs under 
this section; and 

"(iii) not include any requirement restricting 
the proportion of enrollees who are eligible for 
benefits under this title or title XIX. 

"(4) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing the Sec
retary from including in regulations provisions 
to ensure the health and safety of individuals 
enro lled in a PACE program under this section 
that are in addition to those otherwise provided 
under paragraphs (2) and (3). 

"(g) w AIVERS OF REQUJREMENTS.-With re
spect to carrying out a PACE program under 
this section, the following requirements of this 
title (and regulations relating to such require
ments) are waived and shall not apply: 

"(1) Section 1812, insofar as it limits coverage 
of institutional services. 

"(2) Sections 1813, 1814, 1833, and 1886, insofar 
as such sections relate to rules for payment for 
benefits. 

"(3) Sections 1814(a)(2)(B), 1814(a)(2)(C), and 
1835(a)(2)(A), insofar as they limit coverage of 
extended care services or home health services. 

"(4) Section 1861(i), insofar as it imposes a 3-
day prior hospitalization requirement for cov
erage of extended care services. 

"(5) Paragraphs (1) and (9) of section 1862(a), 
insofar as they may prevent payment for PACE 
program services to individuals enrolled under 
PACE programs. 

"(h) DEMONSTRATION PROJECT FOR FOR-PROF
IT ENTITIES.-

"(1) IN GENERAL-In order to demonstrate the 
operation of a PACE program by a private, for
profit entity, the Secretary (in close consulta
tion with State administering agencies) shall 
grant waivers from the requirement under sub
section (a)(3) that a PACE provider may not be 
a for-profit , private entity. 

"(2) SIMILAR TERMS AND CONDITIONS.-
"(A) IN GENERAL-Except as provided under 

subparagraph (B) , and paragraph (1), the terms 
and conditions for operation of a PACE pro
gram by a provider under this subsection shall 
be the same as those for PACE providers that 
are nonprofit, private organizations. 

"(B) NUMERICAL LIMITATION.-The number of 
programs for which waivers are granted under 
this subsection shall not exceed 10. Programs 
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with waivers granted under this subsection shall 
not be counted against the numerical limitation 
specified in subsection (e)(l)(B). 

"(i) MISCELLANEOUS PROVISIONS.-Nothing in 
this section or section 1934 shall be construed as 
preventing a PACE provider from entering into 
contracts with other governmental or non
governmental payers for the care of PACE pro
gram eligible individuals who are not eligible for 
benefits under part A, or enrolled under part B, 
or eligible for medical assistance under title 
XIX.". 
SEC. 4802. ESTABLISHMENT OF PACE PROGRAM 

AS MEDICAID STATE OPTION. 
(a) IN GENERAL.-Title XIX is amended-
(1) in section 1905(a) (42 U.S.C. 1396d(a)), as 

amended by section 4702(a)(l)-
(A) by striking "and" at the end of paragraph 

(25); 
(B) by redesignating paragraph (26) as para

graph (27); and 
(C) by inserting after paragraph (25) the f al

lowing new paragraph: 
"(26) services furnished under a PACE pro

gram under section 1934 to PACE program eligi
ble individuals enrolled under the program 
under such section; and"; 

(2) by redesignating section 1934, as redesig
nated by section 4732, as section 1935; and 

(3) by inserting after section 1933, as added by 
such section, the fallowing new section: 

"PROGRAM OF ALL-INCLUSIVE CARE FOR THE 
ELDERLY (PACE) 

"SEC. 1934. (a) STATE OPTION.-
"(1) IN GENERAL.-A State may elect to pro

vide medical assistance under this section with 
respect to PACE program services to PACE pro
gram eligible individuals who are eligible for 
medical assistance under the State plan and 
who are enrolled in a PACE program under a 
PACE program agreement. Such individuals 
need not be eligible for benefits under part A, or 
enrolled under part B, of title XVIII to be eligi
ble to enroll under this section. In the case of an 
individual enrolled with a PACE program pur
suant to such an election-

"( A) the individual shall receive benefits 
under the plan solely through such program, 
and 

"(B) the PACE provider shall receive payment 
in accordance with the PACE program agree
ment for provision of such benefits. 
A State may establish a numerical limit on the 
number of individuals who may be enrolled in a 
PACE program under a PACE program agree
ment. 

"(2) p ACE PROGRAM DEFINED.-For purposes 
of this section, the term 'PACE program' means 
a program of all-inclusive care for the elderly 
that meets the fallowing requirements: 

"(A) OPERATION.-The entity operating the 
program is a PACE provider (as defined in para
graph (3)). 

"(B) COMPREHENSIVE BENEFITS.-The program 
provides comprehensive health care services to 
PACE program eligible individuals in accord
ance with the PACE program agreement and 
regulations under this section. 

"(C) TRANSITION.-In the case of an indi
vidual who is enrolled under the program under 
this section and whose enrollment ceases for any 
reason (including that the individual no longer 
qualifies as a PACE program eligible individual, 
the termination of a PACE program agreement, 
or otherwise), the program provides assistance 
to the individual in obtaining necessary transi
tional care through appropriate referrals and 
making the individual's medical records avail
able to new providers. 

"(3) PACE PROVIDER DEFINED.-
"(A) IN GENERAL.-For purposes of this sec

tion, the term 'PACE provider' means an entity 
that-

"(i) subject to subparagraph (B), is (or is a 
distinct part of) a public entity or a private, 

nonprofit entity organized for charitable pur
poses under section 501(c)(3) of the Internal 
Revenue Code of 1986, and 

"(ii) has entered into a PACE program agree
ment with respect to its operation of a PACE 
program. 

"(B) TREATMENT OF PRIVATE, FOR-PROFIT 
PROVIDERS.-Clause (i) of subparagraph (A) 
shall not apply-

"(i) to entities subject to a demonstration 
project waiver under subsection (h); and 

"(ii) after the date the report under section 
4804(b) of the Balanced Budget Act of H)97 is 
submitted, unless the Secretary determines that 
any of the findings described in subparagraph 
(A), (B), (C), or (D) of paragraph (2) of such 
section are true. 

"(4) PACE PROGRAM AGREEMENT DEFINED.
For purposes of this section, the term 'PACE 
program agreement' means, with respect to a 
PACE provider, an agreement, consistent with 
this section, section 1894 (if applicable), and reg
ulations promulgated to carry out such sections, 
among the PACE provider, the Secretary, and a 
State administering agency for the operation of 
a PACE program by the provider under such 
sections. 

"(5) PACE PROGRAM ELIGIBLE INDIVIDUAL DE
FINED.-For purposes of this section, the term 
'PACE program eligible individual' means, with 
respect to a PACE program, an individual 
who-

"(A) is 55 years of age or older; 
"(B) subject to subsection (c)(4), is determined 

under subsection (c) to require the level of care 
required under the State medicaid plan for cov
erage of nursing facility services; 

"(C) resides in the service area of the PACE 
program; and 

"(D) meets such other eligibility conditions as 
may be imposed under the PACE program agree
ment for the program under subsection 
( e)(2)( A)(ii). 

"(6) p ACE PROTOCOL.-For purposes Of this 
section, the term 'PACE protocol' means the 
Protocol for the Program of All-inclusive Care 
for the Elderly (PACE), as published by On Lok, 
Inc., as of April 14, 1995, or any successor pro
tocol that may be agreed upon between the Sec
retary and On Lok, Inc. 

"(7) PACE DEMONSTRATION WAIVER PROGRAM 
DEFINED.-For purposes of this section, the term 
'PACE demonstration waiver program' means a 
demonstration program under either of the f al
lowing sections (as in effect before the date of 
their repeal): 

"(A) Section 603(c) of the Social Security 
Amendments of 1983 (Public Law 98-21), as ex
tended by section 9220 of the Consolidated Om
nibus Budget Reconciliation Act of 1985 (Public 
Law 99-272). 

"(B) Section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 (Public Law 99-509). 

"(8) STATE ADMINISTERING AGENCY DEFINED.
For purposes of this section, the term 'State ad
ministering agency' means, with respect to the 
operation of a PACE program in a State, the 
agency of that State (which may be the single 
agency responsible for administration of the 
State plan under this title in the State) respon
sible for administering PACE program agree
ments under this section and section 1894 in the 
State. 

"(9) TRIAL PERWD DEFINED.-
"( A) IN GENERAL.-For purposes of this sec

tion, the term 'trial period' means, with respect 
to a PACE program operated by a PACE pro
vider under a PACE program agreement, the 
first 3 contract years under such agreement with 
respect to such program. 

"(B) TREATMENT OF ENTITIES PREVIOUSLY OP
ERATING PACE DEMONSTRATION WAIVER PRO
GRAMS.-Each contract year (including a year 
occurring before the effective date of this sec-

tion) during which an entity has operated a 
PACE demonstration waiver program shall be 
counted under subparagraph (A) as a contract 
year during which the entity operated a PACE 
program as a PACE provider under a PACE pro
gram agreement. 

"(10) REGULATIONS.-For purposes of this sec
tion, the term 'regulations' refers to interim 
final or final regulations promulgated under 
subsection (f) to carry out this section and sec
tion 1894. 

"(b) SCOPE OF BENEFITS; BENEFICIARY SAFE
GUARDS.-

"(1) IN GENERAL.-Under a p ACE program 
agreement, a PACE provider shall-

"( A) provide to PACE program eligible indi
viduals, regardless of source of payment and di
rectly or under contracts with other entities, at 
aminimum-

"(i) all items and services covered under title 
XVIII (for individuals enrolled under section 
1894) and all items and services covered under 
this title, but without any limitation or condi
tion as to amount, duration, or scope and with
out application of deductibles. copayments, co
insurance, or other cost-sharing that would oth
erwise apply under such title or this title, re
spectively; and 

"(ii) all additional items and services specified 
in regulations, based upon those required under 
the PACE protocol; 

"(B) provide such enrollees access to nec
essary covered items and services 24 hours per 
day, every day of the year; 

"(C) provide services to such enrollees 
through a comprehensive, multidisciplinary 
health and social services delivery system which 
integrates acute and long-term care services 
pursuant to regulations; and 

"(D) specify the covered items and services 
that will not be provided directly by the entity, 
and to arrange for delivery of those items and 
services through contracts meeting the require
ments of regulations. 

"(2) QUALITY ASSURANCE; PATIENT SAFE
GUARDS.-The PACE program agreement shall 
require the PACE provider to have in effect at 
a minimum-

"( A) a written plan of quality assurance and 
improvement, and procedures implementing such 
plan, in accordance with regulations, and 

"(B) written safeguards of the rights of en
rolled participants (including a patient bill of 
rights and procedures for grievances and ap
peals) in accordance with regulations and with 
other requirements of this title and Federal and 
State law designed for the protection of pa
tients. 

"(c) ELIGIBILITY DETERMINATIONS.-
"(1) IN GENERAL.-The determination of
"(A) whether an individual is a PACE pro-

gram eligible individual shall be made under 
and in accordance with the PACE program 
agreement, and 

"(B) who is entitled to medical assistance 
under this title shall be made (or who is not so 
entitled, may be made) by the State admin
istering agency. 

"(2) CONDITION.-An individual is not a 
PACE prog'ram eligible individual (with respect 
to payment under this section) unless the indi
vidual's health status has been determined by 
the Secretary or the State administering agency , 
in accordance with regulations, to be com
parable to the health status of individuals who 
have participated in the PACE demonstration 
waiver programs. Such determination shall be 
based upon information on health status and re
lated indicators (such as medical diagnoses and 
measures of activities of daily living, instru
mental activities of daily living, and cognitive 
impairment) that are part of a unif arm minimum 
data set collected by PACE providers on poten
tial eligible individuals. 
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"(3) ANNUAL ELIGIBILITY RECERTIFICATIONS.
"(A) IN GENERAL.-Subject to subparagraph 

(B), the determination described in subsection 
(a)(5)(B) for an individual shall be reevaluated 
at least annually. 

"(B) EXCEPTION.-The requirement of annual 
reevaluation under subparagraph (A) may be 
waived during a period in accordance with reg
ulations in those cases in which the State ad
ministering agency determines that there is no 
reasonable expectation of improvement or sig
nificant change in an individual's condition 
during the period because of the severity of 
chronic condition, or degree of impairment of 
functional capacity of the individual involved. 

"(4) CONTINUATION OF ELIGJBJL/TY.-An indi
vidual who is a PACE program eligible indi
vidual may be deemed to continue to be such an 
individual notwithstanding a determination 
that the individual no longer meets the require
ment of subsection (a)(5)(B) if, in accordance 
with regulations, in the absence of continued 
coverage under a PACE program the individual 
reasonably would be expected to meet such re
quirement within the succeeding 6-month pe
riod. 

"(5) ENROLLMENT; DISENROLLMENT.-
"( A) VOLUNTARY DISENROLLMENT AT ANY 

TIME.-The enro llment and disenrollment of 
PACE program eligible individuals in a PACE 
program shall be pursuant to regulations and 
the PACE program agreement and shall permit 
enrollees to voluntarily disenroll without cause 
at any time. 

"(B) LIMITATIONS ON DlSENROLLMENT.-
"(i) IN GENERAL.-Regulations promulgated by 

the Secretary under this section and section 
1894, and the PACE program agreement, shall 
provide that the PACE program may not 
disenroll a PACE program eligible individual ex
cept-

"(/) for nonpayment of premiums (if applica
ble) on a timely basis; or 

"(II) for engaging in disruptive or threatening 
behavior, as defined in such regu lations (devel
oped in close consultation with State admin
istering agencies). 

"(ii) NO DISENROLLMENT FOR NONCOMPLIANT 
BEHAVIOR.-Except as allowed under regula
tions promulgated to carry out clause (i)(Il), a 
PACE program may not disenroll a PACE pro
gram eligible individual on the ground that the 
individual has engaged in noncompliant behav
ior if such behavior is related to a mental or 
physical condition of the individual. For pur
poses of the preceding sentence, the term 'non
compliant behavior' includes repeated non
compliance with medical advice and repeated 
failure to appear for appointments. 

"(iii) TIMELY REVIEW OF PROPOSED NONVOL-
UNTARY DISENROLLMENT.-A proposed 
disenrollment, other than a voluntary 
disenrollment, shall be subject to timely review 
and final determination by the Secretary or by 
the State administering agency (as applicable), 
prior to the proposed disenrollment becoming ef
fective. 

"(d) PAYMENTS TO PACE PROVIDERS ON A 
CAPITATED BASIS.-

"(1) IN GENERAL.-ln the case of a p ACE pro
vider with a PACE program agreement under 
this section, except as provided in this sub
section or by regulations , the State shall make 
prospective monthly payments of a capitation 
amount for each PACE program eligible indi
vidual enrolled under the agreement under this 
section. 

"(2) CAPITATION AMOUNT.- The capitation 
amount to be applied under this subsection for 
a provider for a contract year shall be an 
amount specified in the PACE program agree
ment for the year. Such amount shall be an 
amount, specified under the PACE agreement, 
which is less than the amount that would other-

wise have been made under the State plan if the 
individuals were not so enrolled and shall be ad
justed to take into account the comparative 
frailty of PACE enrollees and such other factors 
as the Secretary determines to be appropriate. 
The payment under this section shall be in addi
tion to any payment made under section 1894 for 
individuals who are enrolled in a PACE pro
gram under such section. 

"(e) PACE PROGRAM AGREEMENT.
"(1) REQUIREMENT.-
"( A) IN GENERAL.-The Secretary , in close co

operation with the State administering agency, 
shall establish procedures for entering into, ex
tending, and terminating PACE program agree
ments for the operation of PACE programs by 
entities that meet the requirements for a PACE 
provider under this section, section 1894, and 
regulations. 

"(B) NUMERICAL LJMJTATION.-
"(i) IN GENERAL.-The Secretary shall not per

mit the number of PACE providers with which 
agreements are in effect under this section or 
under section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 to exceed-

"(!) 40 as of the date of the enactment of this 
section, or 

"(II) as of each succeeding anniversary of 
such date, the numerical limitation under this 
subparagraph for the preceding year plus 20. 
Subclause (II) shall apply without regard to the 
actual number of agreements in effect as of a 
previous anniversary date. 

"(ii) TREATMENT OF CERTAIN PRIVATE, FOR
PROFJT PROVJDERS.-The numerical limitation in 
clause (i) shall not apply to a PACE provider 
that-

"( I) is operating under a demonstration 
project waiver under subsection (h), or 

"(II) was operating under such a waiver and 
subsequently qualifies for PACE provider status 
pursuant to subsection (a)(3)(B)(ii). 

"(2) SERVICE AREA AND ELIGIBILITY.-
"( A) IN GENERAL.-A PACE program agree

ment for a PACE program-
"(i) shall designate the service area of the 

program; 
"(ii) may provide additional requirements for 

individuals to qualify as PACE program eligible 
individuals with respect to the program; 

"(iii) shall be effective for a contract year, but 
may be extended for additional contract years in 
the absence of a notice by a party to terminate, 
and is subject to termination by the Secretary 
and the State administering agency at any time 
for cause (as provided under the agreement); 

"(iv) shall require a PACE provider to meet all 
applicable State and local laws and require
ments; and 

"(v) shall contain such additional terms and 
conditions as the parties may agree to, so long 
as such terms and conditions are consistent with 
this section and regulations. 

"(B) SERVICE AREA OVERLAP.-ln designating 
a service area under a PACE program agreement 
under subparagraph ( A)(i), the Secretary (in 
consultation with the State administering agen
cy) may exclude from designation an area that 
is already covered under another PACE program 
agreement, in order to avoid unnecessary dupli
cation of services and avoid impairing the fi
nancial and service viability of an existing pro
gram. 

"(3) DATA COLLECTION; DEVELOPMENT OF OUT
COME MEASURES.-

"( A) DATA COLLECTION.-
"(i) IN GENERAL.- Under a p ACE program 

agreement, the PACE provider shall-
"( I) collect data; 
"(II) maintain, and afford the Secretary and 

the State administering agency access to, the 
records relating to the program, including perti
nent financial, medical, and personnel records; 
and 

"(Ill) submit to the Secretary and the State 
administering agency such reports as the Sec
retary finds (in consultation with State admin
istering agencies) necessary to monitor the oper
ation, cost, and effectiveness of the PACE pro
gram. 

"(ii) REQUIREMENTS DURING TRIAL PERIOD.
During the first 3 years of operation of a PACE 
program (either under this section or under a 
PACE demonstration waiver program), the 
PACE provider shall provide such additional 
data as the Secretary specifies in regulations in 
order to perform the oversight required under 
paragraph (4)(A). 

"'(B) DEVELOPMENT OF OUTCOME MEASURES.
Under a PACE program agreement, the PACE 
provider, the Secretary, and the State admin
istering agency shall jointly cooperate in the de
velopment and implementation of health status 
and quality of Zif e outcome measures with re
spect to PACE program eligible individuals. 

"(4) OVERSJGHT.-
"(A) ANNUAL, CLOSE OVERSIGHT DURING TRIAL 

PERIOD.-During the trial period (as defined in 
subsection (a)(9)) with respect to a PACE pro
gram operated by a PACE provider, the Sec
retary (in cooperation with the State admin
istering agency) shall conduct a comprehensive 
annual review of the operation of the PACE 
program by the provider in order to assure com
pliance with the requirements of this section 
and regulations. Such a review shall include-

"(i) an onsite visit to the program site; 
"(ii) comprehensive assessment of a provider's 

fiscal soundness; 
"(iii) comprehensive assessment of the pro

vider's capacity to provide all PACE services to 
all enrolled participants; 

"(iv) detailed analysis of the entity's substan
tial compliance with all significant requirements 
of this section and regulations; and 

"(v) any other elements the Secretary or the 
State administering agency considers necessary 
or appropriate. 

"(B) CONTINUING OVERSIGHT.-After the trial 
period, the Secretary (in cooperation with the 
State . administering agency) shall continue to 
conduct such review of the operation of PACE 
providers and PACE programs as may be appro
priate, taking into account the performance 
level of a provider and compliance of a provider 
with all significant requirements of this section 
and regulations. 

"(C) DISCLOSURE.-The results of reviews 
under this paragraph shall be reported promptly 
to the PACE provider, along with any rec
ommendations for changes to the provider's pro
gram, and shall be made available to the public 
upon request . 

"(5) TERMINATION OF PACE PROVIDER AGREE
MENTS.-

"( A) IN GENERAL.-Under regulations-
"(i) the Secretary or a State administering 

agency may terminate a PACE program agree
ment for cause, and 

"(ii) a PACE provider may terminate such an 
agreement after appropriate notice to the Sec
retary, the State administering agency, and en
rollees. 

"(B) CAUSES FOR TERMJNATION.-ln accord
ance with regulations establishing procedures 
for termination of PACE program agreements, 
the Secretary or a State administering agency 
may terminate a PACE program agreement with 
a PACE provider for, among other reasons , the 
fact that-

"(i) the Secretary or State administering agen
cy determines that-

"(!) there are significant deficiencies in the 
quality of care provided to enrolled participants; 
or 

"(II) the provider has failed to comply sub
stantially with conditions for a program or pro
vider under this section or section 1894; and 
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"(ii) the entity has failed to develop and suc

cessfully initiate, within 30 days of the date of 
the receipt of written notice of such a deter
mination, a plan to correct the deficiencies, or 
has failed to continue implementation of such a 
plan. 

" (C) TERMINATION AND TRANSITION PROCE
DURES.-An entity whose PACE provider agree
ment is terminated under this paragraph shall 
implement the transition procedures required 
under subsection (a)(2)(C). 

"(6) SECRETARY'S OVERSJGHT; ENFORCEMENT 
AUTHORITY.-

"( A) IN GENERAL.-Under regulations, if the 
Secretary determines (after consultation with 
the State administering agency) that a PACE 
provider is failing substantially to comply with 
the requirements of this section and regulations, 
the Secretary (and the State administering 
agency) may take any or all of the following ac
tions: 

"(i) Condition the continuation of the PACE 
program agreement upon timely execution of a 
corrective action plan. 

"(ii) Withhold some or all further payments 
under the PACE program agreement under this 
section or section 1894 with respect to PACE 
program services furnished by such provider 
until the deficiencies have been corrected. 

"(iii) Terminate such agreement. 
"(B) APPLICATION OF INTERMEDIATE SANC

TIONS.- Under regulations, the Secretary may 
provide for the application against a PACE pro
vider of remedies described in section 1857(g)(2) 
(or, for periods before January 1, 1999, section 
1876(i)(6)(B)) or 1903(m)(5)(B) in the case of vio
lations by the provider of the type described in 
section 1857(g)(l) (or 1876(i)(6)(A) for such peri
ods) or 1903(m)(5)( A), respectively (in relation to 
agreements, enrollees, and requirements under 
section 1894 or this section, respectively). 

"(7) PROCEDURES FOR TERMJNATION OR IMPO
SITION OF SANCTIONS.-Under regulations, the 
provisions of section 1857(h) (or for periods be
fore January 1, 1999, section 1876(i)(9)) shall 
apply to termination and sanctions respecting a 
PACE program agreement and PACE provider 
under this subsection in the same manner as 
they apply to a termination and sanctions with 
respect to a contract and a Medicare+Choice or
ganization under part C of title XVIII (or for 
such periods an eligible organization under sec
tion 1876). 

" (8) TIMELY CONSIDERATION OF APPLICATIONS 
FOR PACE PROGRAM PROVIDER STATUS.- ln con
sidering an application for PACE provider pro
gram status , the application shall be deemed ap
proved unless the Secretary, within 90 days 
after the date of the submission of the applica
tion to the Secretary, either denies such request 
in writing or informs the applicant in writing 
with respect to any additional information that 
is needed in order to make a final determination 
with respect to the application. After the date 
the Secretary receives such additional informa
tion, the application shall be deemed approved 
unless the Secretary, within 90 days of such 
date, denies such request. 

" (f) REGULATIONS.-
"(1) IN GENERAL-The Secretary shall issue 

interim final or final regulations to carry out 
this section and section 1894. 

"(2) USE OF PACE PROTOCOL.-
"( A) IN GENERAL.-ln issuing such regula

tions, the Secretary shall , to the extent con
sistent w i th the provisions of this section , incor
porate the requirements applied to PACE dem
onstration waiver programs under the PACE 
protocol. 

"(B) FLEXIBILITY.-ln order to provide for 
reasonable flexibility in adapting the PACE 
service delivery model to the needs of particular 
organizations (such as those in rural areas or 
those that may determine it appropriate to use 

nonstaf f physicians according to State licensing 
law requirements) under this section and section 
1894, the Secretary (in close consultation with 
State administering agencies) may modify or 
waive prov·isions of the PACE protocol so long 
as any such modification or waiver is not incon
sistent with and would not impair the essential 
elements, objectives, and requirements of this 
section, but may not modify or waive any of the 
fallowing provisions: 

"(i) The focus on frail elderly qualifying indi
viduals who require the level of care provided in 
a nursing facility. 

"(ii) The delivery of comprehensive, inte
grated acute and long-term care services. 

"(iii) The interdisciplinary team approach to 
care management and service delivery. 

"(iv) Capitated, integrated financing that al
lows the provider to pool payments received 
from public and private programs and individ
uals. 

"(v) The assumption by the provider of full fi
nancial risk. 

"(3) APPLICATION OF CERTAIN ADDITIONAL 
BENEFICIARY AND PROGRAM PROTECTIONS.-

" ( A) IN GENERAL.-ln issuing such regulations 
and subject to subparagraph (B), the Secretary 
may apply with respect to PACE programs, pro
viders, and agreements such requirements of 
part C of title XVIII (or, for periods before Jan
uary 1, 1999, section 1876) and sections 1903(m) 
and 1932 relating to protection of beneficiaries 
and program integrity as would apply to 
Medicare+Choice organizations under such part 
C (or for such periods eligible organizations 
under risk-sharing contracts under section 1876) 
and to medicaid managed care organizations 
under prepaid capitation agreements under sec
tion 1903(m). 

"(B) CONSIDERATIONS.-ln issuing such regu
lations, the Secretary shall-

" (i) take into account the differences between 
populations served and benefits provided under 
this section and under part C of title XVIII (or, 
for periods before January 1, 1999, section 1876) 
and section 1903(m); 

"(ii) not include any requirement that con
flicts with carrying out PACE programs under 
this section; and 

"(iii) not include any requirement restricting 
the proportion of enrollees who are eligible for 
benefits under this title or title XVIII. 

"(4) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing the Sec
retary from including in regulations provisions 
to ensure the health and safety of individuals 
enrolled in a PACE program under this section 
that are in addition to those otherwise provided 
under paragraphs (2) and (3). 

" (g) WAIVERS OF REQUIREMENTS.-With re
spect to carrying out a PACE program under 
this section, the following requirements of this 
title (and regulations relating to such require
ments) shall not apply: 

"(1) Section 1902(a)(l) , relating to any re
quirement that PACE programs or PACE pro
gram services be provided in all areas of a State. 

"(2) Section 1902(a)(10), insofar as such sec
tion relates to comparability of services among 
different population groups. 

"(3) Sections 1902(a)(23) and 1915(b)(4), relat
ing to freedom of choice of providers under a 
PACE program. 

"(4) Section 1903(m)(2)(A) , insofar as it re
stricts a PACE provider from receiving prepaid 
capitation payments. 

" (5) Such other provisions of this title that , as 
added or amended by the Balanced Budget Act 
of 1997, the Secretary determines are inappli
cable to carrying out a PACE program under 
this section. 

"(h) DEMONSTRATION PROJECT FOR FOR-PROF
IT ENTITIES.-

"(1) IN GENERAL.-ln order to demonstrate the 
operation of a PACE program by a private, for-

profit entity, the Secretary (in close consulta
tion with State administering agencies) shall 
grant waivers from the requirement under sub
section (a)(3) that a PACE provider may not be 
a for-profit, private entity. 

"(2) SIMILAR TERMS AND CONDITIONS.-
"( A) JN GENERAL.-Except as provided under 

subparagraph (B), and paragraph (1), the terms 
and conditions for operation of a PACE pro
gram by a provider under this subsection shall 
be the same as those for PACE providers that 
are nonprofit, private organizations. 

"(B) NUMERJCAL LIMJTATION.-The number of 
programs for which waivers are granted under 
this subsection shall not exceed 10. Programs 
with waivers granted under this subsection shall 
not be counted against the numerical limitation 
specified in subsection (e)(l)(B). 

" (i) POST-ELIGIBILITY TREATMENT OF lN
COME.-A State may provide for post-eligibility 
treatment of income for individuals enrolled in 
PACE programs under this section in the same 
manner as a State treats post-eligibility income 
for individuals receiving services under a waiver 
under section 1915(c). 

"(j) MISCELLANEOUS PROVISIONS.- Nothing in 
this section or section 1894 shall be construed as 
preventing a PACE provider from entering into 
contracts with other governmental or non
governmental payers for the care of PACE pro
gram eligible individuals who are not eligible for 
benefits under part A, or enrolled under part B, 
of title XVIII or eligible for medical assistance 
under this title.". 

(b) CONFORMING AMENDMENTS.-
(1) Section 1924(a)(5) (42 U.S.C. 1396r- 5(a)(5)) 

is amended-
( A) in the heading , by striking "FROM ORGANI

ZATIONS RECEIVING CERTAIN WAIVERS" and in
serting "UNDER PACE PROGRAMS"; and 

(B) by striking "from any organization" and 
all that fallows and inserting ' 'under a PACE 
demonstration waiver program (as defined in 
section 1934(a)(7)) or under a PACE program 
under section 1934 or 1894. ". 

(2) Section 1903(f)(4)(C) (42 U.S.C. 
1396b(f)(4)(C)) is amended by inserting " or who 
is a PACE program eligible individual enrolled 
in a PACE program under section 1934," after 
"section 1902(a)(10)(A), ". 
SEC. 4803. EFFECTIVE DATE; TRANSITION. 

(a) TIMELY ISSUANCE OF REGULATIONS; EFFEC
TIVE DATE.-The Secretary of Health and 
Human Services shall promulgate regulations to 
carry out this subtitle in a timely manner. Such 
regulations shall be designed so that entities 
may establish and operate PACE programs 
under sections 1894 and 1934 of the Social Secu
rity Act (as added by sections 4801 and 4802 of 
this subtitle) for periods beginning not later 
than 1 year after the date of the enactment of 
this Act. 

(b) EXPANSION AND TRANSITION FOR PACE 
DEMONSTRATION PROJECT WAIVERS.-

(1) EXPANSION IN CURRENT NUMBER AND EX
TENSION OF DEMONSTRATION PROJECTS.- Section 
9412(b) of the Omnibus Budget Reconciliation 
Act of 1986, as amended by section 4118(g) of the 
Omnibus Budget Reconciliation Act of 1987, is 
amended-

( A) in paragraph (1), by inserting before the 
period at the end the following: ", except that 
the Secretary shall grant waivers of such re
quirements to up to the applicable numerical 
limitation specified in sections 1894(e)(l)(B) and 
1934(e)(l)(B) of the Social Security Act"; and 

(B) in paragraph (2)-
(i) in subparagraph (A), by striking '' , includ

ing permitting the organization to assume pro
gressively (over the initial 3-year period of the 
waiver) the full financial risk"; and 

(ii) in subparagraph (C), by adding at the end 
the following: "In granting further extensions, 
an organization shall not be required to provide 
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for reporting of information which is only re
quired because of the demonstration nature of 
the project. ''. 

(2) ELIMINATION OF REPLICATION REQUIRE
MENT.-Section 9412(b)(2)(B) of such Act, as so 
amended, shall not apply to waivers granted 
under such section after the date of the enact
ment of this Act. 

(3) TIMELY CONSIDERATION OF APPL/CATIONS.
In considering an application for waivers under 
such section before the effective date of the re
peals under subsection (d), subject to the numer
ical limitation under the amendment made by 
paragraph (1), the application shall be deemed 
approved unless the Secretary of Health and 
Human Services, within 90 days after the date 
of its submission to the Secretary, either denies 
such request in writing or inf arms the applicant 
in writing with respect to any additional infor
mation which is needed in order to make a final 
determination with respect to the application. 
After the date the Secretary receives such addi
tional information, the application shall be 
deemed approved unless the Secretary, within 90 
days of such date, denies such request. 

(c) PRIORITY AND SPECIAL CONSIDERATION IN 
APPLICATION.-During the 3-year period begin
ning on the date of the enactment of this Act: 

(1) PROVIDER STATUS.-The Secretary of 
Health and Human Services shall give priority 
in processing applications of entities to qualify 
as PACE programs under section 1894 or 1934 of 
the Social Security Act-

( A) first, to entities that are operating a PACE 
demonstration waiver program (as defined in 
sections 1894(a)(7) and 1934(a)(7) of such Act); 
and 

(B) then to entities that have applied to oper
ate such a program as of May 1, 1997. 

(2) NEW WAIVERS.-The Secretary shall give 
priority, in the awarding of additional waivers 
under section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986-

(A) to any entities that have applied for such 
waivers under such section as of May 1, 1997; 
and 

(B) to any entity that, as of May 1, 1997, has 
formally contracted with a State to provide serv
ices for which payment is made on a capitated 
basis with an understanding that the entity was 
seeking to become a PACE provider. 

(3) SPECIAL CONSIDERATION.-The Secretary 
shall give special consideration, in the proc
essing of applications described in paragraph (1) 
and the awarding of waivers described in para
graph (2), to an entity which as of May 1, 1997, 
through formal activities (such as entering into 
contracts for feasibility studies) has indicated a 
specific intent to become a PACE provider. 

(d) REPEAL OF CURRENT PACE DEMONSTRA
TION PROJECT WAIVER AUTHORITY.-

(1) IN GENERAL.-Subject to paragraph (2), the 
following provisions of law are repealed: 

(A) Section 603(c) of the Social Security 
Amendments of 1983 (Public Law 98-21). 

(B) Section 9220 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985 (Public Law 
99-272). 

(C) Section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 (Public Law 99-509). 

(2) DELAY IN APPLICATION TO CURRENT WAIV
ERS.-

( A) IN GENERAL.-Subject to subparagraph 
(B), in the case of waivers granted with respect 
to a PACE program before the initial effective 
date of regulations described in subsection (a), 
the repeals made by paragraph (1) shall not 
apply until the end of a transition period (of up 
to 24 months) that begins on the initial effective 
date of such regulations, and that allows suffi
cient time for an orderly transition from dem
onstration project authority to general author
ity provided under the amendments made by 
this subtitle. 

(B) STATE OPTION TO SEEK EXTENSION OF CUR
RENT PERIOD.-A State may elect to maintain 
the PACE programs which (as of the date of the 
enactment of this Act) were operating in the 
State under the authority described in para
graph (1) until a date (specified by the State) 
that is not later than 3 years after the initial ef
fective date of regulations described in sub
section (a). If a State makes such an election, 
the repeals made by paragraph (1) shall not 
apply to the programs until the date so speci
fied, but only so long as such programs continue 
to operate under the same terms and conditions 
as apply to such programs as of the date of the 
enactment of this Act, and subparagraph (A) 
shall not apply to such programs. 
SEC. 4804. STUDY AND REPORTS. 

(a) STUDY.-
(1) IN GENERAL.-The Secretary of Health and 

Human Services (in close consultation with 
State administering agencies, as defined in sec
tions 1894(a)(8) and 1934(a)(8) of the Social Se
curity Act) shall conduct a study of the quality 
and cost of providing PACE program services 
under the medicare and medicaid programs 
under the amendments made by this subtitle. 

(2) STUDY OF PRIVATE, FOR-PROFIT PRO
VIDERS.-Such study shall specifically compare 
the costs, quality, and access to services by enti
ties that are private, for-profit entities operating 
under demonstration projects waivers granted 
under sections 1894(h) and 1934(h) of the Social 
Security Act with the costs, quality, and access 
to services of other PACE providers. 

(b) REPORT.-
(1) IN GENERAL.-Not later than 4 years after 

the date of the enactment of this Act, the Sec
retary shall provide for a report to Congress on 
the impact of such amendments on quality and 
cost of services. The Secretary shall include in 
such report such recommendations for changes 
in the operation of such amendments as the Sec
retary deems appropriate. 

(2) TREATMENT OF PRIVATE, FOR-PROFIT PRO
VIDERS.-The report shall include specific find
ings on whether any of the fallowing findings is 
true: 

(A) The number of covered lives enrol led with 
entities operating under demonstration project 
waivers under sections 1894(h) and 1934(h) of 
the Social Security Act is fewer than 800 (or 
such lesser number as the Secretary may find 
statistically sufficient to make determinations 
respecting findings described in the succeeding 
subparagraphs). 

(B) The population enrolled with such entities 
is less frail than the population enrolled with 
other PACE providers. 

(C) Access to or quality of care for individuals 
enrolled with such entities is lower than such 
access or quality for individuals enrolled with 
other PACE providers. 

(D) The application of such section has re
sulted in an increase in expenditures under the 
medicare or medicaid programs above the ex
penditures that would have been made if such 
section did not apply. 

(C) INFORMATION INCLUDED IN ANNUAL REC
OMMENDATIONS.-The Medicare Payment Advi
sory Commission shall include in its annual re
port under section 1805(b)(l)(B) of the Social Se
curity Act recommendations on the methodology 
and level of payments made to PACE providers 
under sections 1894(d) and 1934(d) of such Act 
and on the treatment of private, for-profit enti
ties as PACE providers. 
Subtitle J-State Children's Health Insurance 

Program 
CHAPTER I-STATE CH/WREN'S HEALTH 

INSURANCE PROGRAM 
SEC. 4901. ESTABUSHMENT OF PROGRAM. 

(a) ESTABLISHMENT.-The Social Security Act 
is amended by adding at the end the following 
new title: 

"TITLE XXI- STATE CHILDREN'S HEALTH 
INSURANCE PROGRAM 

"SEC. 2101. PURPOSE; STATE CHILD HEALTH 
PLANS. 

"(a) PURPOSE.-The purpose of this title is to 
provide funds to States to enable them to ini
tiate and expand the provision of child health 
assistance to ·uninsured, low-income children in 
an effective and efficient manner that is coordi
nated with other sources of health benefits cov
erage for children . Such assistance shall be pro
vided primarily for obtaining health benefits 
coverage through-

"(1) obtaining coverage that meets the re
quirements of section 2103, or 

"(2) providing benefits under the State's med
icaid plan under title XIX, 
or a combination of both. 

"(b) STATE CHILD HEALTH PLAN REQUIRED.
A State is not eligible for payment under section 
2105 unless the State has submitted to the Sec
retary under section 2106 a plan that-

"(1) sets forth how the State intends to use 
the funds provided under this title to prov·ide 
child health assistance to needy children con
sistent with the provisions of this title, and 

"(2) has been approved under section 2106. 
"(c) STATE ENTITLEMENT.-This title con

stitutes budget authority in advance of appro
priations Acts and represents the obligation of 
the Federal Government to provide for the pay
ment to States of amounts provided under sec
tion 2104. 

"(d) EFFECTIVE DATE.-No State is eligible for 
payments under section 2105 for child health as
sistance for coverage provided for periods begin
ning before October 1, 1997. 
"SEC. 2102. GENERAL CONTENTS OF STATE CHILD 

HEALTH PLAN; ELIGIBILITY; OUT
REACH. 

"(a) GENERAL BACKGROUND AND DESCRIP
TION.- A State chi ld health plan shall include a 
description, consistent with the requirements of 
this title, of-

"(1) the extent to which, and manner in 
which, children in the State, including targeted 
low-income children and other classes of chil
dren classified by income and other relevant 
factors, currently have creditable health cov
erage (as defined in section 2110(c)(2)); 

"(2) current State efforts to provide or obtain 
creditable health coverage for uncovered chil
dren, including the steps the State is taking to 
identify and enro ll all uncovered children who 
are eligible to participate in public health insur
ance programs and health insurance programs 
that involve public-private partnerships; 

"(3) how the plan is designed to be coordi
nated with such eff arts to increase coverage of 
chi ldren under creditable health coverage; 

"(4) the chi ld health assistance provided 
under the plan for targeted low-income chil
dren, including the proposed methods of deliv
ery, and utilization control systems; 

"(5) eligibility standards consistent with sub
section (b); 

"(6) outreach activities consistent with sub
section (c); and 

"(7) methods (including monitoring) used-
"( A) to assure the quality and appropriate

ness of care , particularly with respect to well
baby care, well-child care, and immunizations 
provided under the plan, and 

"(B) to assure access to covered services, in
cluding emergency services. 

"(b) GENERAL DESCRIPTION OF ELIGIBILITY 
STANDARDS AND METHODOLOGY.-

"(1) ELIGIBILITY STANDARDS.-
"( A) IN GENERAL-The plan shall include a 

description of the standards used to determine 
the eligi bility of targeted low-income children 
for child health assistance under the plan. Such 
standards may include (to the extent consistent 
with this title) those relating to the geographic 
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areas to be served by the plan, age, income and 
resources (including any standards relating to 
spenddowns and disposition of resources), resi
dency, disability status (so long as any standard 
relating to such status does not restrict eligi
bility), access to or coverage under other health 
coverage, and duration of eligibility. Such 
standards may not discriminate on the basis of 
diagnosis. 

"(B) LIMITATIONS ON ELIGIBILITY STAND
ARDS.-Such eligibility standards-

"(i) shall, within any defined group of cov
ered targeted low-income children, not cover 
such children with higher family income with
out covering chi ldren with a lower family in
come, and 

"('ii) may not deny eligibility based on a child 
having a preexisting medical condition. 

"(2) METHODOLOGY.-The plan shall include 
a description of methods of establishing and 
continuing eligibility and enrollment. 

"(3) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE PROGRAMS.-The 
plan shall include a description of procedures to 
be used to ensure-

"( A) through both intake and followup 
screening, that only targeted low-income chil
dren are furnished child health assistance under 
the State child health plan; 

"(B) that children found through the screen
ing to be eligible for medical assistance under 
the State medicaid plan under title XIX are en
rolled for such assistance under such plan; 

"(C) that the insurance provided under the 
State child health plan does not substitute for 
coverage under group health plans; 

"(D) the provision of child health assistance 
to targeted low-income children in the State 
who are Indians (as defined in section 4(c) of 
the Indian Health Care Improvement Act, 25 
U.S.C. 1603(c)); and 

"(E) coordination with other public and pri
vate programs providing creditable coverage for 
low-income children. 

"(4) NONENTITLEMENT.-Nothing in this title 
shall be construed as providing an individual 
with an entitlement to child health assistance 
under a State child health plan. 

"(c) OUTREACH AND COORDINATION.-A State 
child health plan shall include a description of 
the procedures to be used by the State to accom
plish the following: 

"(1) OUTREACH.-Outreach to families of chi l
dren likely to be eligible for child health assist
ance under the plan or under other public or 
private health coverage programs to inform 
these families of the availability of, and to assist 
them in enrolling their children in, such a pro
gram. 

"(2) COORDINATION WITH OTHER HEALTH IN
SURANCE PROGRAMS.-Coordination of the ad
ministration of the State program under this 
title with other public and private health insur
ance programs. 
"SEC. 2103. COVERAGE REQUIREMENTS FOR CHIL

DREN'S HEALTH INSURANCE. 
"(a) REQUIRED SCOPE OF HEALTH INSURANCE 

COVERAGE.-The child health assistance pro
vided to a targeted low-income child under the 
plan in the form described in paragraph (1) of 
section 2101(a) shall consist, consistent with 
subsection (c)(5), of any of the following: 

"(1) BENCHMARK COVERAGE.-Health benefits 
coverage that is equivalent to the benefits cov
erage in a benchmark benefit package described 
in subsection (b). 

"(2) BENCHMARK-EQUIVALENT COVERAGE.
Health benefits coverage that meets the fol
lowing requirements: 

"(A) INCLUSION OF BASIC SERVICES.-The cov
erage includes benefits for items and services 
within each of the categories of basic services 
described in subsection (c)(l). 

"(B) AGGREGATE ACTUARIAL VALUE EQUIVA
LENT TO BENCHMARK PACKAGE.-The coverage 

has an aggregate actuarial value that is at least 
actuarially equivalent to one of the benchmark 
benefit packages. 

"(C) SUBSTANTIAL ACTUARIAL VALUE FOR AD
DITIONAL SERVICES INCLUDED IN BENCHMARK 
PACKAGE.-With respect to each of the cat
egories of additional services described in sub
section (c)(2) for which coverage is provided 
under the benchmark benefit package used 
under subparagraph (B), the coverage has an 
actuarial value that is equal to at least 75 per
cent of the actuarial value of the coverage of 
that category of services in such package. 

"(3) EXISTING COMPREHENSIVE STATE-BASED 
COVERAGE.-Health benefits coverage under an 
existing comprehensive State-based program, de
scribed in subsection (d)(l). 

"(4) SECRETARY-APPROVED COVERAGE.-Any 
other health benefits coverage that the Sec
retary determines, upon application by a State, 
provides appropriate coverage for the popu
lation of targeted low-income children proposed 
to be provided such coverage. 

"(b) BENCHMARK BENEFIT ·PACKAGES.-The 
benchmark benefit packages are as fallows: 

"(1) FEHBP-EQUIVALENT CHILDREN'S HEALTH 
INSURANCE COVERAGE.-The standard Blue 
Cross/Blue Shield pref erred provider option serv
ice benefit plan, described in and offered under 
section 8903(1) of title 5, United States Code. 

"(2) STATE EMPLOYEE COVERAGE.-A health 
benefits coverage plan that is offered and gen
erally available to State employees in the State 
involved. 

"(3) COVERAGE OFFERED THROUGH HMO.-The 
health insurance coverage plan that-

"( A) is offered by a health maintenance orga
nization (as defined in section 2791(b)(3) of the 
Public Health Service Act), and 

"(B) has the largest insured commercial, non
medicaid enrollment of covered lives of such cov
erage plans offered by such a health mainte
nance organization in the State involved. 

"(c) CATEGORIES OF SERVICES; DETERMINA
TION OF ACTUARIAL VALUE OF COVERAGE.-

"(1) CATEGORIES OF BASIC SERVICES.-For pur
poses of this section, the categories of basic serv
ices described in this paragraph are as follows: 

"(A) Inpatient and outpatient hospital serv
ices. 

"(B) Physicians' surgical and medical serv
ices . 

"(C) Laboratory and x-ray services. 
"(D) Well-baby and well-child care, including 

age-appropriate immunizations. 
"(2) CATEGORIES OF ADDITIONAL SERVICES.

For purposes of this section, the categories of 
additional services described in this paragraph 
are as follows: 

"(A) Coverage of prescription drugs. 
"(B) Mental health services. 
"(C) Vision services. 
"(D) Hearing services. 
"(3) TREATMENT OF OTHER CATEGORIES.

Nothing in this subsection shall be construed as 
preventing a State child health plan from pro
viding coverage of benefits that are not within 
a category of services described in paragraph (1) 
or (2). 

"(4) DETERMINATION OF ACTUARIAL VALUE.
The actuarial value of coverage of benchmark 
benefit packages, coverage offered under the 
State child health plan, and coverage of any 
categories of additional services under bench
mark benefit packages and under coverage of
fered by such a plan, shall be set forth in an ac
tuarial opinion in an actuarial report that has 
been prepared-

" (A) by an individual who is a member of the 
American Academy of Actuaries; 

"(B) using generally accepted actuarial prin
ciples and methodologies; 

"(C) using a standardized set of utilization 
and price factors; 

"(D) using a standardized population that is 
representative of privately insured children of 
the age of children who are expected to be cov
ered under the State child health plan; 

"(E) applying the same principles and factors 
in comparing the value of different coverage (or 
categories of services); 

"(F) without taking into account any dif
ferences in coverage based on the method of de
livery or means of cost control or utilization 
used; and · 

"(G) taking into account the ability of a State 
to reduce benefits by taking into account the in
crease in actuarial value of benefits coverage of
fered under the State child health plan that re
sults from the limitations on cost sharing under 
such coverage. 
The actuary preparing the opinion shall select 
and specify in the memorandum the standard
ized set and population to be used under sub
paragraphs (C) and (D). · 

"(5) CONSTRUCTION ON PROHIBITED COV
ERAGE.-Nothing in this section shall be con
strued as requiring any health benefits coverage 
offered under the plan to provide coverage for 
items or services for which payment is prohib
ited under this title, notwithstanding that any 
benchmark benefit package includes coverage 
for such an item or service. 

" (d) DESCRIPTION OF EXISTING COMPREHEN
SIVE STATE-BASED COVERAGE.-

"(1) TN GENERAL.-A program described in this 
paragraph is a child health coverage program 
that-

"(A) includes coverage of a range of benefits; 
"(B) is administered or overseen by the State 

and receives funds from the State; 
"(C) is offered in New York, Florida, or Penn

sylvania; and 
"(D) was offered as of the date of the enact

ment of this title. 
"(2) MODIFICATIONS.-A State may modify a 

program described in paragraph (1) from time to 
time so long as it continues to meet the require
ment of subparagraph (A) and does not reduce 
the actuarial value of the coverage under the 
program below the lower of-

"( A) the actuarial value of the coverage under 
the program as of the date of the enactment of 
this title, or 

"(B) the actuarial value described in sub
section (a)(2)(B), 
evaluated as of the time of the modification. 

"(e) COST-SHARING.-
"(1) DESCRIPTION; GENERAL CONDITIONS.-
"( A) DESCRIPTION.-A State child health plan 

shall include a description, consistent with this 
subsection, of the amount (if any) of premiums, 
deductibles, coinsurance, and other cost sharing 
imposed. Any such charges shall be imposed 
pursuant to a public schedule. 

"(B) PROTECTION FOR LOWER INCOME CHIL
DREN.- The State child health plan may only 
vary premiums, deductibles, coinsurance, and 
other cost sharing based on the family income of 
targeted low-income children in a manner that 
does not favor chi ldren from families with high
er income over children from families with lower 
income. 

"(2) NO COST SHARING ON BENEFITS FOR PRE
VENTIVE SERVICES.-The State child health plan 
may not impose deductibles, coinsurance, or 
other cost sharing with respect to benefits for 
services within the category of services described 
in subsection (c)(l)(D). 

"(3) LIMITATIONS ON PREMIUMS AND COST
SHARING.-

"( A) CHILDREN IN FAMILIES WITH INCOME 
BELOW 150 PERCENT OF POVERTY LINE.- ln the 
case of a targeted low-income child whose fam
ily income is at or below 150 percent of the pov
erty line, the State child health plan may not 
impose-

"(i) an enrollment fee, premium, or similar 
charge that exceeds the maximum monthly 
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charge permitted consistent with standards es
tablished to carry out section 1916(b)(l) (with re
spect to individuals described in such section); 
and 

"(ii) a deductible, cost sharing, or similar 
charge that exceeds an amount that is nominal 
(as determined consistent with regulations re
ferred to in section 1916(a)(3), with such appro
priate adjustment for inflation or other reasons 
as the Secretary determines to be reasonable) . 

"(B) OTHER CHILDREN.-For children not de
scribed in subparagraph (A), subject to para
graphs (l)(B) and (2), any premiums, 
deductibles , cost sharing or similar charges im
posed under the State child health plan may be 
imposed on a sliding scale related to income, ex
cept that the total annual aggregate cost-shar
ing with respect to all targeted low-income chi l
dren in a family under this title may not exceed 
5 percent of such family's income for the year 
involved . 

"(4) RELATION TO MEDICAID REQUIREMENTS.
Nothing in this subsection shall be construed as 
affecting the rules relating to the use of enroll
ment fees, premiums, ded_uctions, cost sharing, 
and similar charges in the case of targeted low
income children who are provided child health 
assistance in the farm of coverage under a med
icaid program under section 2101(a)(2) . 

"(f) APPLICATION OF CERTAIN REQUIRE
MENTS.-

"(1) RESTRICTION ON APPLICATION OF PRE
EXISTING CONDITION EXCLUSIONS.-

"( A)· IN GENERAL.- Subject to subparagraph 
(B), the State child health plan shall not permit 
the imposition of any preexisting condition ex
clusion for covered benefits under the plan. 

"(B) GROUP HEALTH PLANS AND GROUP HEALTH 
INSURANCE COVERAGE.-!! the State child health 
plan provides for benefits through payment for, 
or a contract with, a group health plan or group 
health insurance coverage, the plan may permit 
the imposition of a preexisting condition exclu
sion but only insofar as it is permitted under the 
applicable provisions of part 7 of subtitle B of 
title I of the Employee Retirement I ncome Secu
rity Act of 1974 and title XXVIJ of the Public 
Health Service Act. 

"(2) COMPLIANCE WITH OTHER REQUIRE
MENTS.-Coverage offered under this section 
shall comply with the requirements of subpart 2 
of part A of title XXVII of the Public Health 
Service Act insofar as such requirements apply 
with respect to a health insurance issuer that 
offers group health insurance coverage. 
"SEC. 2104. ALLOTMENTS. 

"(a) APPROPRIATION; TOTAL ALLOTMENT.
For the purpose of providing allotments to 
States under this section, there is appropriated, 
out of any money in the Treasury not otherwise 
appropriated-

" (1) for fiscal year 1998, $4,275,000,000; 
"(2) for fiscal year 1999, $4,275,000,000; 
"(3) for fiscal year 2000, $4,275,000,000; 
"(4) for fiscal year 2001, $4,275,000,000; 
"(5) for fiscal year 2002, $3,150,000,000; 
"(6) for fiscal year 2003, $3,150,000,000; 
"(7) for fiscal year 2004, $3,150,000,000; 
"(8) for fiscal year 2005, $4,050,000,000; 
"(9) for fiscal year 2006, $4,050,000,000; and 
"(10) for fiscal year 2007, $5,000,000,000. 
"(b) ALLOTMENTS TO 50 STATES AND DISTRICT 

OF COLUMBIA .-
"(1) IN GEl>ERAL.-Subject to paragraph (4) 

and subsection (d) , of the amount available for 
allotment under subsection (a) for a fiscal year, 
reduced by the amount of allotments made 
under subsection (c) for the fiscal year, the Sec
retary shall allot to each State (other than a 
State described in such subsection) with a State 
child health plan approved under this title the 
same proportion as the ratio of-

"( A) the product of (i) the number of children 
described in paragraph (2) for the State for the 

fiscal year and (ii) the State cost factor for that 
State (established under paragraph (3)); to 

"(B) the sum of the products computed under 
subparagraph (A). 

"(2) NUMBER OF CHILDREN.-
"( A) IN GENERAL.-The number of children de

scribed in this paragraph for a State for-
"(i) each of fiscal years 1998 through 2000 is 

equal to the number of low-income children in 
the State with no health insurance coverage for 
the fiscal year; 

"(ii) fiscal year 2001 is equal to-
"( I) 75 percent of the number of low-income 

children in the State for the fiscal year with no 
health insurance coverage, plus 

"(II} 25 percent of the number of low-income 
children in the State for the fiscal year; and 

"(iii) each succeeding fiscal year is equal to
"(!) 50 percent of the number of low-income 

children in the State for the fiscal year with no 
health insurance coverage, plus 

"(II) 50 percent of the number of low-income 
children in the State for the fiscal year. 

"(BJ DETERMINATION OF NUMBER OF CH/L
DREN.-For purposes of subparagraph (A), a de
termination of the number of low-income chil
dren (and of such chi ldren who have no health 
insurance coverage) for a State for a fiscal year 
shall be made on the basis of the arithmetic av
erage of the number of such children, as re
ported and defined in the 3 most recent March 
supplements to the Current Population Survey 
of the Bureau of the Census before the begin
ning of the fiscal year. 

"(3) ADJUSTMENT FOR GEOGRAPHIC VARIATIONS 
IN HEALTH COSTS.-

"( A) IN GENERAL.-For purposes of paragraph 
(l)(A)(ii), the 'State cost factor' for a State for 
a fiscal year equal to the sum of-

"(i) 0.15, and 
"(ii) 0.85 multiplied by the ratio of-
"( I) the annual average wages per employee 

for the State for such year (as determined under 
subparagraph (B)), to 

"(II) the annual average wages per employee 
for the 50 States and the District of Columbia. 

"(B) ANNUAL AVERAGE WAGES PER EM
PLOYEE.-For purposes of subparagraph (A), the 
'annual average wages per employee' for a 
State, or for all the States. for a fiscal year is 
equal to the average of the annual wages per 
employee for the State or for the 50 States and 
the District of Columbia for employees in the 
health services industry (SIC code 8000), as re
ported by the Bureau of Labor Statistics of the 
Department of Labor for each of the most recent 
3 years before the beginning of the fiscal year 
involved. 

"(4) FLOOR FOR STATES.-Subject to para
graph (5), in no case shall the amount of the al
lotment under this subsection for one of the 50 
States or the District of Columbia for a year be 
less than $2,000,000. To the extent that the ap
plication of the previous sentence results in an 
increase in the allotment to a State above the 
amount otherwise provided, the allotments for 
the other States and the District of Columbia 
under this subsection shall be reduced in a pro 
rata manner (but not below $2,000,000) so that 
the total of such allotments in a fiscal year does 
not exceed the amount otherwise provided for 
allotment under paragraph (1) for that fiscal 
year. 

"(c) ALLOTMENTS TO TERRITORIES.-
"(1) IN GENERAL.-Of the amount available for 

allotment under subsection (a) for a fiscal year, 
subject to subsection (d), the Secretary shall 
allot 0.25 percent among each of the common
wealths and territories described in paragraph 
(3) in the same proportion as the percentage 
specified in paragraph (2) for such common
wealth or territory bears to the sum of such per
centages for all such commonwealths or terri
tories so described. 

"(2) PERCENTAGE.-The percentage specified 
in this paragraph for-

"( A) Puerto Rico is 91.6 percent, 
"(B) Guam is 3.5 percent, 
"(C) Virgin Islands is 2.6 percent, 
"(D) American Samoa is 1.2 percent, and 
"(E) the Northern Mariana Islands is 1.1 per

cent. 
"(3) COMMONWEALTHS AND TERRITORIES.-A 

commonwealth or territory described in this 
paragraph is any of the fallowing if it has a 
State child health plan approved under this 
title: 

"(A) Puerto Rico. 
"(B) Guam. 
"(C) the Virgin Islands. 
"(D) American Samoa. 
"(E) the Northern Mariana Islands. 
"(d) CERTAIN MEDICAID EXPENDITURES 

COUNTED A.GAINST INDIVIDUAL STATE ALLOT
MENTS.-The amount of the allotment otherwise 
provided to a State under subsection (b) or (c) 
for a fiscal year shall be reduced by the sum 
of-

"(1) the amount (if any) of the payments 
made to that State under section 1903(a) for cal
endar quarters during such fiscal year that is 
attributable to the provision of medical assist
ance to a child during a presumptive eligibility 
period under section 1920A, and 

"(2) the amount of payments under such sec
tion during such period that is attributable to 
the provision of medical assistance to a child for 
which payment is made under section 1903(a)(l) 
on the basis of an enhanced FMAP under sec
tion 1905(b). 

"(e) 3-YEAR AVAILABILITY OF AMOUNTS AL
LOTTED.-Amounts allotted to a State pursuant 
to this section for a fiscal year shall remain 
available for expenditure by the State through 
the end of the second succeeding fiscal year; ex
cept that amounts reallotted to a State under 
subsection (f) shall be available for expenditure 
by the State through the end of the fiscal year 
in which they are reallotted. 

"(f) PROCEDURE FOR REDISTRIBUTION OF UN
USED ALLOTMENTS.-The Secretary shall deter
mine an appropriate procedure for redistribution 
of allotments from States that were provided al
lotments under this section for a fiscal year but 
that do not expend all of the amount of such al
lotments during the period in which such allot
ments are available for expenditure under sub
section ( e), to States that have fully expended 
the amount of their allotments under this sec
tion . 
"SEC. 2105. PAYMENTS TO STATES. 

"(a) IN GENERAL.-Subject to the succeeding 
provisions of this section, the Secretary shall 
pay to each State with a plan approved under 
this title , from its allotment under section 2104 
(taking into account any adjustment under sec
tion 2104(d)), an amount for each quarter equal 
to the enhanced FMAP of expenditures in the 
quarter-

"(1) for child health assistance under the plan 
for targeted low-income children in the form of 
providing health benefits coverage that meets 
the requirements of section 2103; and 

"(2) only to the extent permitted consistent 
with subsection (c)-

"( A) for payment for other child health assist
ance for targeted low-income children; 

"(B) for expenditures for health services ini
tiatives under the plan for improving the health 
of children (including targeted low-income chil
dren and other low-income children); 

"(C) for expenditures for outreach activities 
as provided 'in section 2102(c)(l) under the plan; 
and 

"(D) for other reasonable costs incurred by 
the State to administer the plan. 

"(b) ENHANCED FMAP.-For purposes of sub
section (a), the 'enhanced FMAP', for a State 
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for a fiscal year, is equal to the Federal medical 
assistance percentage (as defined in the first 
sentence of section 1905(b)) for the State in
creased by a number of percentage points equal 
to 30 percent of the number of percentage points 
by which (1) such Federal medical assistance 
percentage for the State , is less than (2) 100 per
cent; but in no case shall the enhanced FMAP 
for a State exceed 85 percent. 

"(c) LIMITATION ON CERTAIN PAYMENTS FOR 
CERTAIN EXPENDITURES.-

" (]) GENERAL LIMITATIONS.-Funds provided 
to a State under this title shall only be used to 
carry out the purposes of this title (as described 
in section 2101), and any health insurance cov
erage provided with such funds may include 
coverage of abortion only if necessary to save 
the life of the mother or if the pregnancy is the 
result of an act of rape or incest. 

"(2) LIMITATION ON EXPENDITURES NOT USED 
FOR MEDICAID OR HEALTH INSURANCE ASSIST
ANCE.-

"(A) IN GENERAL.-Except as provided in this 
paragraph, payment shall not be made under 
subsection (a) for expenditures for items de
scribed in subsection (a) (other than paragraph 
(1)) for a quarter in a fiscal year to the extent 
the total of such expenditures exceeds 10 percent 
of the sum of-

"(i) the total Federal payments made under 
subsection (a) for such quarter in the fiscal 
year, and 

"(ii) the total Federal payments made under 
section 1903(a)(J) based on an enhanced FMAP 
described in section 1905(u)(2) for such quarter. 

"(B) WAIVER AUTHORIZED FOR COST-EFFEC
TIVE ALTERNATIVE.-The limitation under sub
paragraph (A) on expenditures for items de
scribed in subsection (a)(2) shall not apply to 
the extent that a State establishes to the satis
faction of the Secretary that-

"(i) coverage provided to targeted low-income 
children through such expenditures meets the 
requirements of section 2103; 

"(ii) the cost of such coverage is not greater, 
on an average per child basis, than the cost of 
coverage that would otherwise be provided 
under section 2103; and 

"(iii) such coverage is provided through the 
use of a community-based health delivery sys
tem, such as through contracts with health cen
ters receiving funds under section 330 of the 
Public Health Service Act or with hospitals such 
as those that receive disproportionate share 
payment adjustments under section 1886(d)(5)(F) 
or 1923. 

"(3) WAIVER FOR PURCHASE OF FAMILY COV
ERAGE.-Payment may be made to a State under 
subsection (a)(l) for the purchase of family cov
erage under a group health plan or health in
surance coverage that includes coverage of tar
geted low-income children only if the State es
tablishes to the satisfaction of the Secretary 
that-

"( A) purchase of such coverage is cost-effec
tive relative to the amounts that the State would 
have paid to obtain comparable coverage only of 
the targeted low-income children involved, and 

"(B) such coverage shall not be provided if it 
would otherwise substitute for health insurance 
coverage that would be provided to such chil
dren but for the purchase of family coverage. 

"(4) USE OF NON-FEDERAL FUNDS FOR STATE 
MATCHING REQUIREMENT.- Amounts provided by 
the Federal Government, or services assisted or 
subsidized to any significant extent by the Fed
eral Government, may not be included in deter
mining the amount of non-Federal contributions 
required under subsection (a). 

" (5) OFFSET OF RECEIPTS ATTRIBUTABLE TO 
PREMIUMS AND OTHER COST-SHARING.-For pur
poses of subsection (a), the amount of the ex
penditures under the plan shall be reduced by 
the amount of any premiums and other cost
sharing received by the State. 

"(6) PREVENTION OF DUPLICATIVE PAYMENTS.
"( A) OTHER HEALTH PLANS.-No payment 

shall be made to a State under this section for 
expenditures for child health assistance pro
vided for a targeted low-income child under its 
plan to the extent that a private insurer (as de
fined by the Secretary by regulation and includ
ing a group health plan (as defined in section 
607(1) of the Employee Retirement Income Secu
rity Act of 1974), a service benefit plan, and a 
health maintenance organization) would have 
been obligated to provide such assistance but for 
a provision of its insurance contract which has 
the effect of limiting or excluding such obliga
tion because the individual is eligible for or is 
provided child health assistance under the plan. 

"(B) OTHER FEDERAL GOVERNMENTAL PRO
GRAMS.-Except as otherwise provided by law, 
no payment shall be made to a State under this 
section for expenditures for child health assist
ance provided for a targeted low-income child 
under its plan to the extent that payment has 
been made or can reasonably be expected to be 
made promptly (as determined in accordance 
with regulations) under any other federally op
erated or financed health care insurance pro
gram, other than an insurance program oper
ated or financed by the Indian Health Service, 
as identified by the Secretary. For purposes of 
this paragraph, rules similar to the rules for 
overpayments under section 1903(d)(2) shall 
apply. 

"(7) LIMITATION ON PAYMENT FOR ABOR
TIONS.-

"(A) IN GENERAL.-Payment shall not be made 
to a State under this section for any amount ex
pended under the State plan to pay for any 
abortion or to assist in the purchase, in whole 
or in part, of health benefit coverage that in
cludes coverage of abortion. 

"(B) EXCEPTION.-Subparagraph (A) shall not 
apply to an abortion only if necessary to save 
the Zif e of the mother or if the pregnancy is the 
result of an act of rape or incest. 

"(C) RULE OF CONSTRUCTION.-Nothing in this 
section shall be construed as affecting the ex
penditure by a State , locality, or private person 
or entity of State, local, or private funds (other 
than funds expended under the State plan) for 
any abortion or for health benefits coverage 
that includes coverage of abortion. 

"(d) MAINTENANCE OF EFFORT.-
"(1) IN MEDICAID ELIGIBILITY STANDARDS.-No 

payment may be made under subsection (a) with 
respect to child health assistance provided 
under a State child health plan if the State 
adopts income and resource standards and 
methodologies for purposes of determining a 
child 's eligibility for medical assistance under 
the State plan under title XIX that are more re
strictive than those applied as of June 1, 1997. 

"(2) IN AMOUNTS OF PAYMENT EXPENDED FOR 
CERTAIN STATE-FUNDED HEALTH INSURANCE PRO
GRAMS FOR CHILDREN.-

" ( A) IN GENERAL.-The amount of the allot
ment for a State in a fiscal year (beginning with 
fiscal year 1999) shall be reduced by the amount 
by which-

"(i) the total of the State children's health in
surance expenditures in the preceding fiscal 
year, is less than 

" (ii) the total of such expenditures in fiscal 
year 1996. 

"(B) STATE CHILDREN 'S HEALTH INSURANCE EX
PENDITURES.- The term 'State children's health 
insurance expenditures' means the following : 

"(i) The State share of expenditures under 
this title. 

"(ii) The State share of expenditures under 
title XIX that are attributable to an enhanced 
FMAP under section 1905(u). 

"(iii) State expenditures under health benefits 
coverage under an existing comprehensive State
based program, described section 2103(d). 

" (e) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make payments 
under this section for each quarter on the basis 
of advance estimates of expenditures submitted 
by the State and such other investigation as the 
Secretary may find necessary, and may reduce 
or increase the payments as necessary to adjust 
for any overpayment or underpayment for prior 
quarters. 
"SEC. 2106. PROCESS FOR SUBMISSION, AP-

PROVAL, AND AMENDMENT OF 
STATE CHILD HEALTH PLANS. 

"(a) INITIAL PLAN.-
"(1) IN GENERAL.-As a condition of receiving 

payment under section 2105, a State shall submit 
to the Secretary a State child health plan that 
meets the applicable requirements of this title. 

"(2) APPROVAL.-Except as the Secretary may 
provide under subsection (e), a State plan sub
mitted under paragraph (1)-

"( A) shall be approved for purposes of this 
title, and 

"(B) shall be effective beginning with a cal
endar quarter that is specified in the plan, but 
in no case earlier than October 1, 1997. 

"(b) PLAN AMENDMENTS.-
"(]) IN GENERAL.-A State may amend, in 

whole or in part, its State child health plan at 
any time through transmittal of a plan amend
ment. 

"(2) APPROVAL.-Except as the Secretary may 
provide under subsection (e), an amendment to 
a State plan submitted under paragraph (1)-

"( A) shall be approved for purposes of this 
title, and 

"(B) shall be effective as provided in para
graph (3). 

"(3) EFFECTIVE DATES FOR AMENDMENTS.-
"( A) IN GENERAL.-Subject to the succeeding 

provisions of this paragraph, an amendment to 
a State plan shall take effect on one or more ef
fective dates specified in the amendment. 

"(B) AMENDMENTS RELATING TO ELIGIBILITY 
OR BENEFITS.-

"(i) NOTICE REQUIREMENT.-Any plan amend
ment that eliminates or restricts eligibility or 
benefits under the plan may not take effect un
less the State certifies that it has provided prior 
public notice of the change, in a form and man
ner provided under applicable State law. 

"(ii) TIMELY TRANSMITTAL.-Any plan amend
ment that eliminates or restricts el'igibility or 
benefits under the plan shall not be effective for 
longer than a 60-day period unless the amend
ment has been transmitted to the Secretary be
fore the end of such period. 

"(C) OTHER AMENDMENTS.-Any plan amend
ment that is not described in subparagraph (B) 
and that becomes effective in a State fiscal year 
may not remain in effect after the end of such 
fiscal year (or, if later, the end of the 90-day pe
riod on which it becomes effective) unless the 
amendment has been transmitted to the Sec
retary. 

" (c) DISAPPROVAL OF PLANS AND PLAN 
AMENDMENTS.-

"(]) PROMPT REVIEW OF PLAN SUBMITTALS.
The Secretary shall promptly review State plans 
and plan amendments submitted under this sec
tion to determine if they substantially comply 
with the requirements of this title. 

"(2) 90-DAY APPROVAL DEADLINES.-A State 
plan or plan amendment is considered approved 
unless the Secretary notifies the State in writ
ing , within 90 days after receipt of the plan or 
amendment, that the plan or amendment is dis
approved (and the reasons for disapproval) or 
that specified additional information is needed. 

"(3) CORRECTION.-ln the case of a dis
approval of a plan or plan amendment, the Sec
retary shall provide a State with a reasonable 
opportunity for correction before taking finan
cial sanctions against the State on the basis of 
such disapproval. 
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"(d) PROGRAM 0PERATION.-
"(1) IN GENERAL.-The State shall conduct the 

program in accordance with the plan (and any 
amendments) approved under subsection (c) and 
with the requirements of this title. 

"(2) VIOLATIONS.-The Secretary shall estab
lish a process for enforcing requirements under 
this title. Such process shall provide for the 
withholding of funds in the case of substantial 
noncompliance with such requirements. I n the 
case of an enforcement action against a State 
under this paragraph, the Secretary shall pro
vide a State with a reasonab le opportunity for 
correction before taking financial sanctions 
against the State on the basis of such an action. 

"(e) CONTINUED APPROVAL.- An approved 
State child health plan shall continue in effect 
unless and until the State amends the plan 
under subsection (b) or the Secretary finds, 
under subsection (d), substantial noncompliance 
of the plan with the requirements of this title. 
"SEC. 2107. STRATEGIC OBJECTIVES AND PER-

FORMANCE GOALS; PLAN ADMINIS
TRATION. 

"(a) STRATEGIC OBJECTIVES AND PERFORM
ANCE GOALS.-

"(1) DESCRIPTION.-A State child health plan 
shal l include a description of-

" (A) the strategic objectives, 
"(B) the pert ormance goals, and 
" (C) lhe performance measures, 

the State has established for providing child 
health assistance to targeted low-income chil
dren under the p lan and otherwise for maxi
mizing health benefits coverage for other low-in
come children and children generally in the 
State. 

"(2) STRATEGIC OBJECTIVES.- Such plan shall 
identify specific strategic objectives relating to 
increasing the extent of creditable health cov
erage among targeted low-income children and 
other low-income children. 

"(3) PERFORMANCE GOALS.-Such plan shall 
specify one or more pert ormance goals for each 
such strategic objective so identified. 

"(4) PERFORMANCE MEASURES.-Such plan 
shall describe how performance under the p lan 
will be-

"( A) measured through objective, independ
ently verifiable means, and 

"(B) compared against performance goals , in 
order to determine the State's performance 
under this title. 

"(b) RECORDS, REPORTS, AUDITS, AND EVAL
UATION.-

"(1) DATA COLLECTION, RECORDS, AND RE
PORTS.-A State child health plan shall include 
an assurance that the State will collect the 
data, maintain the records, and furnish the re
ports to the Secretary, at the times and in the 
standardized format the Secretary may require 
in order to enable the Secretary to monitor State 
program administration and compliance and to 
evaluate and compare the effectiveness of State 
plans under this title. 

"(2) STATE ASSESSMENT AND STUDY.-A State 
child health plan shall include a description of 
the State's plan for the annual assessments and 
reports under section 2108(a) and the evaluation 
required by section 2108(b). 

"(3) AUDTTS.-A State child health plan shall 
include an assurance that the State will afford 
the Secretary access to any records or inf orma
tion relating to the plan for the purposes of re
view or audit. 

"(c) PROGRAM DEVELOPMENT PROCESS.-A 
State child health plan shall include a descrip
tion of the process used to involve the public in 
the design and implementation of the plan and 
the method for ensuring ongoing public involve
ment. 

"(d) PROGRAM BUDGET.-A State child health 
plan shall include a description of the ·budget 
for the plan. The description shall be updated 

periodically as necessary and shall include de
tails on the planned use of funds and the 
sources of the non-Federal share of plan ex
penditures, including any requirements for cost
sharing by beneficiaries. 

"(e) APPLICATION OF CERTAIN GENERAL PRO
VTSIONS.-The following sections of this Act 
shall apply to States under this title in the same 
manner as they apply to a State under title 
XIX: 

" (1) TITLE XIX PROVISIONS.-
" ( A) Section 1902(a)(4)(C) (relating to conflict 

of interest standards) . 
"(B) Paragraphs (2), (16), and (17) of section 

1903(i) (relating to limitations on payment) . 
"(C) Section 1903(w) (relating to l imitations 

on provider taxes and donations). 
"(2) TITLE XI PROVISIONS.-
"( A) Section 1115 (relating to waiver author

ity). 
"(B) Section 1116 (relating to administrative 

and judicial review), but only insofar as con
sistent with this title. 

"(C) Section 1124 (relating to disclosure of 
ownership and related information) . 

"(D) Section 1126 (relating to disclosure of in
formation about certain convicted individuals) . 

"(E) Section 1128A (relating to civil monetary 
penalties). 

"(F) Section 1128B(d) (relating to criminal 
penalties for certain additional charges). 

"(G) Section 1132 (relating to periods within 
which claims must be filed) . 
"SEC. 2108. ANNUAL REPORTS; EVALUATIONS. 

"(a) ANNUAL REPORT.-The State shall-
"(1) assess the operation of the State plan 

under this title in each fiscal year, including the 
progress made in reducing the number of uncov
ered low-income children; and 

"(2) report to the Secretary, by January 1 fol
lowing the end of the fiscal year, on the result 
of the assessment. 

"(b) STATE EVALUATIONS.-
"(1) IN GENERAL.-By March 31, 2000, each 

State that has a State child health plan shall 
submit to the Secretary an evaluation that in
cludes each of the fallowing: 

"(A) An assessment of the effectiveness of the 
State plan in increasing the number of children 
with creditable health coverage. 

"(B) A description and analysis of the eff ec
tiveness of elements of the State plan, includ
ing-

"(i) the characteristics of the children and 
families assisted under the State plan including 
age of the children, family income, and the as
sisted child's access to or coverage by other 
health insurance prior to the State plan and 
after eligibility for the State plan ends, 

"(ii) the quality of health coverage provided 
including the types of benefits provided, 

"(iii) the amount and level (including pay
ment of part or all of any premium) of assist
ance provided by the State, 

"(iv) the service area of the State plan, 
"(v) the time limits for coverage of a child 

under the State plan, 
" (vi) the State's choice of health benefits cov

erage and other methods used for providing 
child health assistance, and 

"(vii) the sources of non-Federal funding used 
in the State plan. 

"(C) An assessment of the effectiveness of 
other public and private programs in the State 
in increasing the availability of aff or dab le qual
ity individual and family health insurance for 
children. 

"(D) A review and assessment of State activi
ties to coordinate the plan under this title with 
other public and private programs providing 
health care and health care financing, includ
ing medicaid and maternal and child health 
services. 

"(E) An analysis of changes and trends in the 
State that affect the provision of accessible, af-

fordable, quality health insurance and health 
care to children. 

"( F) A description of any plans the State has 
for improving the availability of health insur
ance and health care for children. 

"(G) Recommendations for improving the pro
gram under this title . 

"(H) Any other matters the State and the Sec
retary consider appropriate. 

"(2) REPORT OF THE SECRETARY.-The Sec
retary shall submit to Congress and make avail
able to the public by December 31, 2001 , a report 
based on the evaluations submitted by States 
under paragraph (1), containing any conclu
sions and recommendations the Secretary con
siders appropriate. 
"SEC. 2109. MISCELLANEOUS PROVISIONS. 

"(a) RELATION TO OTHER Liws.-
"(1) HIPAA.-Health benefits coverage pro

vided under section 2101(a)(l) (and coverage 
provided under a waiver under section 
2105(c)(2)(B)) shall be treated as creditable cov
erage for purposes of part 7 of subtitle B of title 
II of the Employee Retirement Income Security 
Act of 1974, title XXVll of the Public Health 
Service Act, and subtitle K of the Internal Rev
enue Code of 1986. 

"(2) ERISA .-Nothing in this title shall be 
construed as affecting or modifying section 514 
of the Employee Retirement Income Security Act 
of 1974 (29 U.S.C. 1144) with respect to a group 
health plan (as defined in section 2791(a)(l) of 
the Public Health Service Act (42 U.S.C. 300gg-
91(a)(l)). 
"SEC. 2110. DEFINITIONS. 

"(a) CHILD HEALTH ASSJSTANCE.-For pur
poses of this title, the term 'chi ld health assist
ance' means payment for part or all of the cost 
of health benefits coverage for targeted low-in
come children that includes any of the following 
(and includes, in the case described in section 
2105(a)(2)(A), payment for part or all of the cost 
of providing any of the following), as specified 
under the State plan: 

"(1) Inpatient hospital services. 
"(2) Outpatient hospital services. 
"(3) Physician services. 
"(4) Surgical services. 
"(5) Clinic services (including health center 

services) and other ambulatory health care serv
ices. 

"(6) Prescription drugs and biologicals and 
the administration of such drugs and 
biologicals, only if such drugs and biologicals 
are not furnished for the purpose of causing, or 
assisting in causing, the death, suicide, eutha
nasia, or mercy killing of a person. 

"(7) Over-the-counter medications. 
"(8) Laboratory and radiological services. 
"(9) Prenatal care and prepregnancy family 

planning services and supplies. 
"(10) Inpatient mental health services, other 

than services described in paragraph (18) but in
cluding services furnished in a State-operated 
mental hospital and including residential or 
other 24-hour therapeutically planned struc
tured services. 

"(11) Outpatient mental health services , other 
than services described in paragraph (19) but in
cluding services furnished in a State-operated 
mental hospital and including community-based 
services. 

"(12) Durable medical equipment and other 
medically-related or remedial devices (such as 
prosthetic devices, implants, eyeglasses, hearing 
aids, dental devices, and adaptive devices). 

"(13) Disposable medical supplies. 
"(14) Home and community-based health care 

services and related supportive services (such as 
home health nursing services, home health aide 
services, personal care, assistance with activities 
of daily living, chore services, day care services, 
respite care services , training for family mem
bers, and minor modifications to the home) . 
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"(15) Nursing care services (such as nurse 

practitioner services, nurse midwife services, ad
vanced practice nurse services, private duty 
nursing care, pediatric nurse services, and res
piratory care services) in a home, school, or 
other setting. 

"(16) Abortion only if necessary to save the 
life of the mother or if the pregnancy is the re
sult of an act of rape or incest. 

"(17) Dental services. 
"(18) Inpatient substance abuse treatment 

services and residential substance abuse treat
ment services. 

"(19) Outpatient substance abuse treatment 
services. 

"(20) Case management services. 
"(21) Care coordination services. 
"(22) Physical therapy, occupational therapy, 

and services for individuals with speech, hear
ing, and language disorders. 

"(23) Hospice care. 
"(24) Any other medical, diagnostic, screen

ing, preventive, restorative, remedial, thera
peutic, or rehabilitative services (whether in a 
facility, home, school, or other setting) if recog
nized by State law and only if the service is-

"( A) prescribed by or furnished by a physi
cian or other licensed or registered practitioner 
within the scope of practice as defined by State 
law, 

"(B) perf armed under the general supervision 
or at the direction of a physician, or 

"(C) furnished by a health care facility that 
is operated by a State or local government or is 
licensed under State law and operating within 
the scope of the license. 

"(25) Premiums for private health care insur
ance coverage. 

"(26) Medical transportation. 
"(27) Enabling services (such as transpor

tation, translation, and outreach services) only 
if designed to increase the accessibility of pri
mary and preventive health care services for eli
gible low-income individuals. 

"(28) Any other health care services or items 
specified by the Secretary and not excluded 
under this section. 

"(b) TARGETED LOW-INCOME CHILD DE
FINED.-For purposes of this title-

" (1) IN GENERAL.-Subject to paragraph (2), 
the term 'targeted low-income child' means a 
child-

"(A) who has been determined eligible by the 
State for child health assistance under the State 
plan; 

"(B)(i) who is a low-income child, or 
"(ii) is a child whose family income (as deter

mined under the State child health plan) ex
ceeds the medicaid applicable income level (as 
defined in paragraph (4)), but does not exceed 
50 percentage points above the medicaid appli
cable income level; and 

"(C) who is not found to be eligible for med
ical assistance under title XIX or covered under 
a group health plan or under health insurance 
coverage (as such terms are defined in section 
2791 of the Public Health Service Act). 

"(2) CHILDREN EXCLUDED.-Such term does 
not include-

"( A) a child who is an inmate of a public in
stitution or a patient in an institution for men
tal diseases; or 

"(B) a chi ld who is a member of a family that 
is eligible for health benefits coverage under a 
State health benefits plan on the basis of a fam
ily member's employment with a public agency 
in the State. 

"(3) SPECIAL RULE.- A child shall not be con- . 
sidered to be described in paragraph (l)(C) not
withstanding that the child is covered under a 
health insurance coverage program that has 
been in operation since before July 1, 1997, and 
that is offered by a State which receives no Fed
eral funds for the program's operation. 

"(4) MEDICAID APPLICABLE INCOME LEVEL.
The term 'medicaid applicable income level' 
means, with respect to a child, the effective in
come level (expressed as a percent of the poverty 
line) that has been specified under the State 
plan under title XIX (including under a waiver 
authorized by the Secretary or under section 
1902(r)(2)), as of June 1, 1997, for the child to be 
eligible for medical assistance under section 
1902(1)(2) for the age of such child. 

"(c) ADDITIONAL DEFINITIONS.-For purposes 
of this title: 

"(1) CHILD.-The term 'child' means an indi
vidual under 19 years of age. 

"(2) CREDITABLE HEALTH COVERAGE.-The 
term 'creditable health coverage' has the mean
ing given the term 'creditable coverage' under 
section 2701(c) of the Public Health Service Act 
(42 U.S.C. 300gg(c)) and includes coverage that 
meets the requirements of section 2103 provided 
to a targeted low-income child under this title or 
under a waiver approved under section 
2105(c)(2)(B) (relating to a direct service waiv
er). 

"(3) GROUP HEALTH PLAN; HEALTH INSURANCE 
COVERAGE; ETC.-The terms 'group health plan', 
'group health insurance coverage', and 'health 
insurance coverage' have the meanings given 
such terms in section 2191 of the Public Health 
Service Act. 

"(4) LOW-INCOME.-The term 'low-income 
child' means a child whose family income is at 
or below 200 percent of the poverty line for a 
family of the size involved. 

"(5) POVERTY LINE DEFINED.- The term 'pov
erty line' has the meaning given such term in 
section 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any re
vision required by such section. 

"(6) PREEXISTING CONDITION EXCLUSION.-The 
term 'preexisting condition exclusion' has the 
meaning given such term in section 270l(b)(l)(A) 
of the Public Health Service Act (42 U.S.C. 
300gg(b)(l)( A)). 

"(7) STATE CHILD HEALTH PLAN; PLAN.-Unless 
the context otherwise requires, the terms 'State 
child health plan' and 'plan' mean a State child 
health plan approved under section 2106. 

"(8) UNCOVERED CHILD.-The term 'uncovered 
child' means a child that does not have cred
itable health coverage.". 

(b) CONFORMING AMENDMENTS.-
(]) DEFINITION OF STATE.-Section 1101(a)(l) is 

amended-
( A) by striking "and XIX" and inserting 

"XIX, and XX!", and 
(B) by striking "title XIX" and inserting "ti

tles XIX and XX!". 
(2) TREATMENT AS STATE HEALTH CARE PRO

GRAM.- Section 1128(h) (42 U.S.C. 1320a-7(h)) is 
amended by-

( A) in paragraph (2) , by striking "or" at the 
end; 

(B) in paragraph (3), by striking the period 
and inserting ", or"; and 

(C) by adding at the end the following: 
"(4) a State child health plan approved under 

title XX!.". 
CHAPTER 2-EXPANDED COVERAGE OF 

CHIWREN UNDER MEDICAID 
SEC. 4911. OPTIONAL USE OF STATE CHILD 

HEALTH ASSISTANCE FUNDS FOR 
ENHANCED MEDICAID MATCH FOR 
EXPANDED MEDICAID ELIGIBIUTY. 

(a) INCREASED FMAP FOR MEDICAL ASSIST
ANCE FOR EXPANDED COVERAGE OF TARGETED 
LOW-INCOME CHILDREN.-Section 1905 Of the So
cial Security Act (42 U.S.C. 1396d) , as amended 
by section 4702(a)(2), is amended-

(1) in subsection (b), by adding at the end the 
fallowing new sentence: "Notwithstanding the 
first sentence of this subsection, in the case of a 
State plan that meets the condition described in 
subsection (u)(l). with respect to expenditures 

described in subsection (u)(2)(A) or subsection 
(u)(3) the Federal medical assistance percentage 
is equal to the enhanced FMAP described in sec
tion 2105(b). "; and 

(2) by adding at the end the fallowing new 
subsection: 

"(u)(l) The conditions described in this para
graph for a State plan are as fallows: 

"(A) The State is complying with the require
ment of section 2105(d)(l). 

"(B) The plan provides for such reporting of 
information about expenditures and payments 
attributable to the operation of this subsection 
as the Secretary deems necessary in order to 
carry out paragraph (2) and section 2104(d) . 

"(2)(A) For purposes of subsection (b), the ex
penditures described in this subparagraph are 
expenditures for medical assistance for optional 
targeted low-income children described in sub
paragraph (C), but not in excess, for a State for 
a fiscal year, of the amount described in sub
paragraph (B) for the State and fiscal year. 

"(B) The amount described in this subpara
graph, for a State for a fiscal year, is the 
amount of the State's allotment under section 
2104 (not taking into account reductions under 
section 2104(d)(2)) for the fiscal year reduced by 
the amount of any payments made under sec
tion 2105 to the State from such allotment for 
such fiscal year. 

"(C) For purposes of this paragraph, the term 
'optional targeted low-income child' means a 
targeted low-income child as defined in section 
21 JO(b)(l) who would not qualify for medical as
sistance under the State plan under this title 
based on such plan as in effect on April 15, 1997 
(but taking into account the expansion of age of 
eligibility effected through the operation of sec
tion 1902(Z)(2)(D)). 

"(3) For purposes of subsection (b), the ex
penditures described in this subparagraph are 
expenditures for medical assistance for children 
who are born before October 1, 1983, and who 
would be described in section 1902(l)(l)(D) if 
they had been born on or after such date, and 
who are not eligible for such assistance under 
the State plan under this title based on such 
State plan as in effect as of April 15, 1997. " . 

(b) ESTABLISHMENT OF OPTIONAL ELIGIBILITY 
CATEGORY.-Section 1902(a)(JO)(A)(ii) (42 u.s.c. 
1396a(a)(10)(A)(ii)), as amended by section 4733, 
is amended-

(1) in subclause (XII), by striking "or" at the 
end; 

(2) in subclause (XIII), by adding "or" at the 
end; and 

(3) by adding at the end the following : 
"(XIV) who are optional targeted low-income 

children described in section 1905(u)(2)(C); " . 
(c) EFFECTIVE DATE.- The amendments made 

by this section shall apply to. medical assistance 
for items and services furnished on or after Oc
tober 1, 1997. 
SEC. 4912. MEDICAID PRESUMPTIVE EUGJBILITY 

FOR LOW-INCOME CHILDREN. 
(a) JN GENERAL.-Title XIX of the Social Se

curity Act is amended by inserting after section 
1920 the following new section: 

"PRESUMPTIVE ELIGIBILITY FOR CHILDREN 
"SEC. 1920A. (a) A State plan approved under 

section 1902 may provide for making medical as
sistance with respect to health care items and 
services covered under the State plan available 
to a child during a presumptive eligibility pe
riod. 

"(b) For purposes of this section: 
"(1) The term 'child' means an individual 

under 19 years of age. 
"(2) The term 'presumptive eligibility period' 

means, with respect to a child, the period that-
"( A) begins with the date on which a quali

fied entity determines, on the basis of prelimi
nary information, that the family income of the 
child does not exceed the applicable income level 
of eligibility under the State plan, and 
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"(B) ends with (and includes) the earlier of
"(i) the day on which a determination is made 

with respect to the eligibility of the child for 
medical assistance under the State plan, or 

"(ii) in the case of a child on whose behalf an 
application is not filed by the last day of the 
month fallowing the month during which the 
entity makes the determination ref erred to in 
subparagraph (A), such last day. 

"(3)( A) Subject to subparagraph (B), the term 
'qualified entity' means any entity that-

"(i)( I) is eligible for payments under a State 
plan approved under this title and provides 
items and services described in subsection (a) or 
(II) is authorized to determine eligibility of a 
child to participate in a Head Start program 
under the Head Start Act (42 U.S.C. 9821 et 
seq.), eligibility of a child to receive child care 
services for which financial assistance is pro
vided -under the Child Care and Development 
Block Grant Act of 1990 (42 U.S.C. 9858 et seq.), 
eligibility of an infant or child to receive assist-

. ance under the special supplemental nutrition 
program for women, infants, and children (WIG) 
under section 17 of the Child Nutrition Act of 
1966 (42 U.S.C. 1786); and 

"(ii) is determined by the State agency to be 
capable of making determinations of the type 
described in paragraph (l)(A) . 

"(B) The Secretary may issue regulations fur
ther l imiting those entities that may become 
qualified entities in order to prevent fraud and 
abuse and for other reasons. 

"(C) Nothing in this section shall be construed 
as preventing a State from limiting the classes of 
entities that may become qualified entities, con
sistent with any l imitations imposed under sub
paragraph (B). 

"(c)(l) The State agency shall provide quali
fied entities with-

"( A) such forms as are necessary for an appli
cation to be made on behalf of a child for med
ica l assistance under the State p lan, and 

"(B) information on how to assist parents, 
guardians, and other persons in completing and 
filing such farms. 

"(2) A qualified entity that determines under 
subsection (b)(l)( A) that a child is presump
tively eligible for medical assistance under a 
State plan shall-

"( A) notify the State agency of the determina
tion within 5 working days after the date on 
which determination is made, and 

"(B) inform the parent or custodian of the 
child at the time the determination is made that 
an application for medical assistance under the 
State plan is required to be made by not later 
than the last day of the month following the 
month during which the determination is made. 

"(3) In the case of a child who is determined 
by a qualified entity to be presumptively eligible 
for medical assistance under a State plan, the 
parent, guardian, or other person shall make 
application on behalf of the child for medical 
assistance under such plan by not later than the 
last day of the month following the month dur
ing which the determination is made, which ap
plication may be the application used for the re
ceipt of medical assistance by individuals de
scribed in section 1902(l)(l) . 

"(d) Notwithstanding any other provision of 
this title, medical assistance for items and serv
ices described in subsection (a) that-

" (I) are furnished to a child-
"( A) during a presumptive eligibility period, 
"(B) by a entity that is eligible for payments 

under the State plan; and 
"(2) are included in the care and services cov

ered by a State plan; 
shall be treated as medical assistance provided 
by such plan for purposes of section 1903. ''. 

(b) CONFORMING AMENDMENTS.-
(1) Section 1902(a)(47) (42 U.S.C. 1396a(a)(47)) 

is amended by inserting before the semicolon at 

the end the following : "and provide for making 
medical assistance for items and services de
scribed in subsection (a) of section 1920A avail
able to children during a presumptive eligibility 
period in accordance with such section". 

(2) Section 1903(u)(l)(D)(v) (42 U.S.C. 
1396b(u)(l)(D)(v)) is amended by inserting before 
the period at the end the following: "or for 
items and services described in subsection (a) of 
section 1920A provided to a child during a pre
sumptive eligibility period under such section". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall take effect on the date of 
the enactment of this Act. 
SEC. 4913. CONTINUATION OF MEDICAID ELIGI

BILITY FOR DISABLED c mLDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 1902(a)(10)(A)(i)(II) 
(42 U.S.C. 1396a(a)(10)(A)(i)(II)) is amended by 
inserting "(or were being paid as of the date of 
the enactment of section 211(a) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (P.L. 104-193)) and would con
tinue to be paid but for the enactment of that 
section" after "title XVI". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) applies to medical assistance 
furnished on or after July 1, 1997. 
CHAPTER 3-DIABETES GRANT PROGRAMS 
SEC. 4921. SPECIAL DIABETES PROGRAMS FOR 

CHILDREN WITH TYPE I DIABETES. 
Subpart I of part D of title III of the Public 

Health Service Act (42 U.S.C. 254b et seq.) is 
amended by adding at the end the following sec
tion: 
"SEC. 330B. SPECIAL DIABETES PROGRAMS FOR 

CHILDREN WITH TYPE I DIABETES. 
"(a) TYPE I DIABETES IN CHILDREN.-The Sec

retary shall make grants for services for the pre
vention and treatment of type I diabetes in chil
dren, and for research in innovative approaches 
to such services. Such grants may be made to 
children's hospitals; grantees under section 330 
and other federally qualified health centers; 
State and local health departments; and other 
appropriate public or nonprofit private entities. 

"(b) FUNDING.-Notwithstanding section 
2104(a) of the Social Security Act, from the 
amounts appropriated in such section for each 
of fiscal years 1998 through 2002, $30,000,000 is 
hereby trans! erred and made available in such 
fiscal year for grants under this section.". 
SEC. 4922. SPECIAL DIABETES PROGRAMS FOR JN. 

DIANS. 
Subpart I of part D of title III of the Public 

Health Service Act (42 U.S.C. 254b et seq.), as 
amended by section 4921 , is further amended by 
adding at the end the fallowing section: 
"SEC. 330C. SPECIAL DIABETES PROGRAMS FOR 

INDIANS. 
"(a) IN GENERAL.-The Secretary shall make 

grants for providing services for the prevention 
and treatment of diabetes in accordance with 
subsection (b) . 

"(b) SERVICES THROUGH INDIAN HEALTH FA
CILITIES.-For purposes of subsection (a), serv
ices under such subsection are provided in ac
cordance with this subsection if the services are 
provided through any of the following entities: 

"(1) The Indian Health Service. 
"(2) An Indian health program operated by 

an Indian tribe or tribal organization pursuant 
to a contract, grant, cooperative agreement, or 
compact with the Indian Health Service pursu
ant to the Indian Self-Determination Act. 

"(3) An urban Indian health program oper
ated by an urban Indian organization pursuant 
to a grant or contract with the Indian Health 
Service pursuant to title V of the Indian Health 
Care Improvement Act. 

"(c) FUNDJNG.-Notwithstanding section 
2104(a) of the Social Security Act, from the 
amounts appropriated in such section for each 
of fiscal years 1998 through 2002, $30,000,000 is 

hereby transferred and made available in such 
fiscal year for grants under this section.". 
SEC. 4923. REPORT ON DIABETES GRANT PRO

GRAMS. 
(a) EVALUATION.-The Secretary of Health 

and Human Services shall conduct an evalua
tion of the diabetes grant programs established 
under the amendments made by this chapter. 

(b) REPORTS.-The Secretary shall submit to 
the appropriate committees of Congress-

(1) an interim report on the evaluation con
ducted under subsection (a) not later than Jan
uary 1, 2000, and 

(2) a fina l report on such evaluation not later 
than January 1, 2002. 

TITLE V-WELFARE AND RELATED 
PROVISIONS 

SEC. 5000. TABLE OF CONTENTS; REFERENCES. 
(a) TABLE OF CONTENTS.-The table of con

tents of this title is as follows: 
Sec. 5000. Table of contents; references . 

Subtitle A-TANF Block Grant 
Sec. 5001. Welfare-to-work grants. 
Sec. 5002. Limitation on amount of · Federal 

funds transferable to title XX pro
grams. 

Sec. 5003. Limitation on number of persons who 
may be treated as engaged in 
work by reason of participation in 
educational activities. 

Sec. 5004. Penalty for failure of State to reduce 
assistance for recipients refusing 
without good cause to work . 

Subtitle B-Supplemental Security Income 
Sec. 5101. Extension of deadline to perform 

childhood disability redetermina
tions . 

Sec. 5102. Fees for Federal administration of 
State supplementary payments. 

Subtitle C-Child Support Enforcement 
Sec. 5201. Clarification of authority to permit 

certain redisclosures of wage and 
claim information. 

Subtitle D-Restricting Welfare and Public 
Benefits for Aliens 

Sec. 5301. SSI eligibility for aliens receiving SSI 
on August 22, 1996, and disabled 
aliens lawfully residing in the 
United States on August 22, 1996. 

Sec. 5302. Extension of eligibility period for ref
ugees and certain other qualified 
aliens from 5 to 7 years for SSI 
and medicaid; status of Cuban 
and Haitian entrants. 

Sec. 5303. Exceptions for certain Indians from 
limitation on eligibility for supple
mental security income and med
icaid benefits. 

Sec. 5304. Exemption from restriction on supple
mental security income program 
participation by certain recipients 
eligible on the basis of very old 
applications. 

Sec. 5305. Reinstatement of eligibility for bene
fits. 

Sec. 5306. Treatment of certain Amerasian im
migrants as refugees. 

Sec. 5307. Verification of eligibility for State 
and local public benefits. 

Sec. 5308. Effective date. 
Subtitle E-Unemployment Compensation 

Sec. 5401. Clarifying provision relating to base 
periods. 

Sec. 5402. increase in Federal unemployment 
account ceiling. 

Sec. 5403. Special distribution to States from 
Unemployment Trust Fund. 

Sec. 5404. Interest-free advances to State ac
counts in Unemployment Trust 
Fund restricted to States which 
meet funding goals. 
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Sec. 5405. Exemption of service performed by 

election workers from the Federal 
unemployment tax. 

Sec. 5406. Treatment of certain services per
formed by inmates. 

Sec. 5407. Exemption of service perf armed for an 
elementary or secondary school 
operated primarily for religious 
purposes from the Federal unem
ployment tax. 

Sec. 5408. State program integrity activities for 
unemployment compensation. 

Subtitle F-Welfare Reform Technical 
Corrections 

CHAPTER 1- BLOCK GRANTS FOR TEMPORARY 
ASSISTANCE TO NEEDY FAMILIES 

Sec. 5501. Eligible States; State plan. 
Sec. 5502. Grants to States. 
Sec. 5503. Use of grants. 
Sec. 5504. Mandatory work requirements. 
Sec. 5505. Prohibitions; requirements. 
Sec. 5506. Penalties. 
Sec. 5507. Data collection and reporting. 
Sec. 5508. Direct funding and administration by 

Indian Tribes. 
Sec. 5509. Research, evaluations, and national 

studies. 
Sec. 5510. Report on data processing. 
Sec. 5511. Study on alternative outcomes meas

ures. 
Sec. 5512. Limitation on payments to the terri

tories. 
Sec. 5513. Conf arming amendments to the Social 

Security Act. 
Sec. 5514. Other conforming amendments. 
Sec. 5515. Modifications to the job opportunities 

for certain low-income individuals 
program. 

Sec. 5516. Denial of assistance and benefits for 
drug-related convictions. 

Sec. 5517. Transition rule. 
Sec. 5518. Effective dates. 

CHAPTER 2-SUPPLEMENTAL SECURITY INCOME 
Sec. 5521. Conf arming and technical amend

ments relating to eligibility re
strictions. 

Sec. 5522. Conforming and technical amend
ments relating to benefits for dis
abled children. 

Sec. 5523. Additional technical amendments to 
title XVI. 

Sec. 5524. Additional technical amendments re
lating to title XV I. 

Sec. 5525. Technical amendments relating to 
drug addicts and alcoholics. 

Sec. 5526. Advisory board personnel. 
Sec. 5527. Timing of delivery of October 1, 2000, 

SSl benefit payments. 
Sec. 5528. Effective dates. 

CHAPTER 3--CHILD SUPPORT 
Sec. 5531. State obligation to provide child sup

port enforcement services. 
Sec. 5532. Distribution of collected support. 
Sec. 5533. Civil penalties relating to State Direc

tory of New Hires. 
Sec. 5534. Federal Parent Locator Service. 
Sec. 5535. Access to registry data for research 

purposes. 
Sec. 5536. Collection and use of social security 

numbers for use in child support 
enforcement. 

Sec. 5537. Adoption of uniform State laws. 
Sec. 5538. State laws providing expedited proce

dures. 
Sec. 5539. Voluntary paternity acknowledge

ment. 
Sec. 5540. Calculation of paternity establish

ment percentage. 
Sec. 5541. Means available for provision of tech

nical assistance and operation of 
Federal Parent Locator Service. 

Sec. 5542. Authority to collect support from 
Federal employees. 

Sec. 5543. Definition of support order. 
Sec. 5544. State law authorizing suspension of 

licenses. 
Sec. 5545. International support enforcement. 
Sec. 5546. Child support enforcement for Indian 

tribes. 
Sec. 5547. Continuation of rules for distribution 

of support in the case of a title 
IV-E child. 

Sec. 5548. Good cause in foster care and food 
stamp cases. 

Sec. 5549. Date of collection of support. 
Sec. 5550. Administrative enforcement in inter

state cases. 
Sec. 5551. Work orders for arrearages. 
Sec. 5552. Add'itional technical State plan 

amendments. 
Sec. 5553. Federal Case Registry of Child Sup

port Orders. 
Sec. 5554. Full faith and credit for child sup

port orders. 
Sec. 5555. Development costs of automated sys-

tems. 
Sec. 5556. Additional technical amendments. 
Sec. 5557. Effective date. 
CHAPTER 4- RESTRICTING WELFARE AND PUBLIC 

BENEFITS FOR ALIENS 
SUBCHAPTER A-ELIGIBILITY FOR FEDERAL 

BENEFITS 
Sec. 5561. Alien eligibility for Federal benefits: 

limited application to medicare 
and benefits under the Railroad 
Retirement Act. 

Sec. 5562. Exceptions to benefit limitations: cor
rections to reference concerning 
aliens whose deportation is with
held. 

Sec. 5563. Veterans exception: application of 
minimum active duty service re
quirement; extension to 
unremarried surviving spouse; ex
panded definition of veteran. 

Sec. 5564. Notification concerning aliens not 
lawfully present: correction ofter
minology. 

Sec. 5565. Freely associated States: contracts 
and licenses. 

Sec. 5566. Congressional statement regarding 
benefits for Hmong and other 
Highland Lao veterans. 

SUBCHAPTER B-GENERAL PROVISIONS 
Sec. 5571. Determination of treatment of bat

tered aliens as qualified aliens; 
inclusion of alien child of battered 
parent as qualified alien. 

Sec. 5572. Verification of eligibility for benefits. 
Sec. 5573. Qualifying quarters: disclosure of 

quarters of coverage information; 
correction to assure that crediting 
applies to all quarters earned by 
parents before child is 18. 

Sec. 5574. Statutory construction: benefit eligi
bility limitations applicable only 
with respect to aliens present in 
the United States. 

SUBCHAPTER C-MISCELLANEOUS CLERICAL AND 
TECHNICAL AMENDMENTS; EFFECTIVE DATE 

Sec. 5581. Correcting miscellaneous clerical and 
technical errors. 

Sec. 5582. Effective date. 
CHAPTER 5-CHILD PROTECTION 

Sec. 5591. Conf arming and technical amend
ments relating to child protection. 

Sec. 5592. Additional technical amendments re
lating to child protection. 

Sec. 5593. Effective date. 
CHAPTER 6--CHILD CARE 

Sec. 5601. Conf arming and technical amend
ments relating to child care. 

Sec. 5602. Additional conforming and technical 
amendments. 

Sec. 5603. Effective dates. 

CHAPTER 7- ERISA AMENDMENTS RELATING TO 
MEDICAL CHILD SUPPORT ORDERS 

Sec. 5611. Amendments relating to section 303 of 
the Personal Responsibility and 
Work Opportunity Reconciliation 
Act of 1996. 

Sec. 5612. Amendment relating to section 381 of 
the Personal Responsibility and 
Work Opportunity Reconciliation 
Act of 1996. 

Sec. 5613. Amendments relating to section 382 of 
the Personal Responsibility and 
Work Opportunity Reconciliation 
Act of 1996. 

Subtitle G-Miscellaneous 
Sec. 5701. Increase in public debt lim'it. 
Sec. 5702. Authorization of appropriations for 

enforcement initiatives related to 
the earned income tax credit. 

(b) REFERENCES.-Except as otherwise ex
pressly provided, wherever in this title an 
amendment or repeal is expressed in terms of an 
amendment to, or repeal of a section or other . 
provision, the reference shall be considered to be 
made to a section or other provision of the So
c.ial Security Act. 

Subtitle A-TANF Block Grant 
SEC. 5001. WELFARE-TO-WORK GRANTS. 

(a) GRANTS TO STATES.-
(1) IN GENERAL.-Section 403(a) (42 u.s.c. 

603(a)) is amended by adding at the end the fol
lowing: 

"(5) WELFARE-TO-WORK GRANTS.
"( A) FORMULA GRANTS.-
"(i) ENTJTLEMENT.-A State shall be entitled 

to receive from the Secretary of Labor a grant 
for each fiscal year specified in subparagraph 
(I) of this paragraph for which the State is a 
welfare-to-work State, in an amount that does 
not exceed the lesser of-

"(!) 2 times the total of the expenditures by 
the State (excluding qualified State expenditures 
(as defined in section 409(a)(7)(B)(i)) and any 
expenditure described in subclause (I), (II), or 
(IV) of section 409(a)(7)(B)(iv)) during the fiscal 
year for activities described in subparagraph 
(C)(i) of this paragraph; or 

"(//) the allotment of the State under clause 
(iii) of this subparagraph for the fiscal year. 

"(ii) WELFARE-TO-WORK STATE.-A State shall 
be considered a welfare-to-work State for a fis
cal year for purposes of this paragraph if the 
Secretary of Labor determines that the State 
meets the fallowing requirements: 

"(I) The State has submitted to the Secretary 
of Labor and the Secretary of Health and 
Human Services (in the form of an addendum to 
the State plan submitted under section 402) a 
plan which-

"(aa) describes how, consistent with this sub
paragraph, the State will use any funds pro
vided under this subparagraph during the fiscal 
year; 

"(bb) specifies the formula to be used pursu
ant to clause (vi) to distribute funds in the 
State, and describes the process by which the 
formula was developed; 

" (cc) contains evidence that the plan was de
veloped in consultation and coordination with 
appropriate entitites in sub-State areas; 

"(dd) contains assurances by the Governor of 
the State that the private industry council (and 
any alternate agency designated by the Gov
ernor under item (ee)) for a service delivery area 
in the State will coordinate the expenditure of 
any funds provided under this subparagraph for 
the benefit of the service delivery area with the 
expenditure of the funds provided to the State 
under section 403(a)(l); and 

"(ee) if the Governor of the State desires to 
have an agency other than a private industry 
council administer the funds provided under 
this subparagraph for the benefit of 1 or more 
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service delivery areas in the State, contains an 
application to the Secretary of Labor for a waiv
er of clause (vii)(!) with respect to the area or 
areas in order to permit an alternate agency 
designated by the Governor to so administer the 
funds. 

"(IT) The State has provided to the Secretary 
of Labor an estimate of the amount that the 
State intends to expend during the fiscal year 
(excluding expenditures described in section 
409(a)(7)(B)(iv) (other than subclause (I II) 
thereof)) pursuant to this paragraph. 

"(Ill) The State has agreed to negotiate in 
good faith with · the Secretary of Health and 
Human Services with respect to the substance 
and funding of any evaluation under section 
413(j), and to cooperate with the conduct of any 
such evaluation. 

"(IV) The State is an eligible State for the fis
cal year. 

"(V) The State certifies that qualified State 
expenditures (within the meaning of section 
409(a)(7)) for the fiscal year will be not less than 
the applicable percentage of historic State ex
penditures (within the meaning of section 
409(a)(7)) with respect to the fiscal year. 

"(iii) ALLOTMENTS TO WELFARE-TO-WORK 
STATES.-

"(!) IN GENERAL.-Subject to this clause, the 
allotment of a welfare-to-work State for a fiscal 
year shall be the available amount for the fiscal 
year, multiplied by the State percentage for the 
fiscal year . 

"(II) MINIMUM ALLOTMENT.-The allotment Of 
a welfare-to-work State (other than Guam, the 
Virgin Islands, or American Samoa) for a fiscal 
year shall not be less than 0.25 percent of the 
available amount for the fiscal year. 

"(III) PRO RATA REDUCTION.-Subject to sub
clause (11), the Secretary of Labor shall make 
pro rata reductions in the allotments to States 
under this clause for a fiscal year as necessary 
to ensure that the total of the allotments does 
not exceed the available amount for the fiscal 
year. 

"(iv) AVAILABLE AMOUNT.-As used in this 
subparagraph, the term 'available amount' 
means, for a fiscal year, the sum of-

"(!) 75 percent of the sum of-
"(aa) the amount specified in subparagraph 

(I) for the fiscal year, minus the total of the 
amounts reserved pursuant to subparagraphs 
(E), (F), (G), and (H) for the fiscal year; and 

"(bb) any amount reserved pursuant to sub
paragraph (F) for the immediately preceding fis
cal year that has not been obligated; and 

"(II) any available amount for the imme
diately preceding fiscal year that has not been 
obligated by a State or sub-State entity. 

"(v) STATE PERCENTAGE.-As used in clause 
(iii), the term 'State percentage' means, with re
spect to a fiscal year, 1/2 of the sum of-

"(!) the percentage represented by the number 
of individuals in the State whose income is less 
than the poverty line divided by the number of 
such individuals in the United States; and 

"(II) the percentage represented by the num
ber of adults who are recipients of assistance 
under the State program funded under this part 
divided by the number of adults in the United 
States who are recipients of assistance under 
any State program funded under this part. 

"(vi) PROCEDURE FOR DISTRIBUTION OF FUNDS 
WITHIN STATES.-

"(/) ALLOCATION FORMULA.-A State to which 
a grant is made under this subparagraph shall 
devise a formula for allocating not less than 85 
percent of the amount of the grant among the 
service delivery areas in the State, which-

"(aa) determines the amount to be allocated 
for the benefit of a service delivery area in pro
portion to the number (if any) by which the 
population of the area with an income that is 
less than the poverty line exceeds 7.5 percent of 

the total population of the area, relative to such 
number for all such areas in the State with such 
an excess, and accords a weight of not less than 
50 percent to this factor; 

"(bb) may determine the amount to be allo
cated for the benefit of such an area in propor
tion to the number of adults residing in the area 
who have been recipients of assistance under 
the State program funded under this part 
(whether in effect before or after the amend
ments made by section 103(a) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 first applied to the State) for 
at least 30 months (whether or not consecutive) 
relative to the number of such adults residing in 
the State; and 

"(cc) may determine the amount to be allo
cated for the benefit of such an area in propor
tion to the number of unemployed individuals 
residing in the area relative to the number of 
such individuals residing in the State. 

"(II) DISTRIBUTION OF FUNDS.-
"(aa) IN GENERAL.-![ the amount allocated 

by the formula to a service delivery area is at 
least $100,000, the State shall distribute the 
amount to the entity administering the grant in 
the area. 

"(bb) SPECIAL RULE.- lf the amount allocated 
by the formula to a service delivery area is less 
than $100,000, the sum shall be available for dis
tribution in the State under subclause (Ill) dur
ing the fiscal year. 

"(Ill) PROJECTS TO HELP LONG-TERM RECIPT
ENTS OF ASSISTANCE ENTER UNSUBSTDIZED JOBS.
The Governor of a State to which a grant is 
made under this subparagraph may distribute 
not more than 15 percent of the grant funds 
(plus any amount required to be . distributed 
under this subclause by reason of subclause 
(II)(bb)) to projects that appear likely to help 
long-term recipients of assistance under the 
State program funded under this part (whether 
in effect before or after the amendments made 
by section 103(a) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 first applied to the State) enter unsub
sidized employment. 

"(Vii) ADMINISTRATION.-
"(!) PRIVATE INDUSTRY COUNCILS.-The pri

vate industry council for a service delivery area 
in a State shall have sole authority, in coordi
nation with the chief elected official (as de
scribed in section 103(c) of the Job Training 
Partnership Act) of the area, to expend . the 
amounts distributed under clause (vi)(Il)(aa) for 
the benefit of the service delivery area, in ac
cordance with the assurances described in 
clause (ii)(l)(dd) provided by the Governor of 
the State. 

"(I!) ENFORCEMENT OF COORDINATION OF EX
PENDITURES WITH OTHER EXPENDITURES UNDER 
THIS PART.-Notwithstanding subclause (I) of 
this clause, on a determination by the Governor 
of a State that a private industry council (or an 
alternate agency described in clause (ii)(I)(dd)) 
has used funds provided under this subpara
graph in a manner inconsistent with the assur
ances described in clause (ii)(l)(dd)-

"(aa) the private industry council (or such al
ternate agency) shall remit the funds to the 
Governor; and 

"(bb) the Governor shall apply to the Sec
retary of Labor for a waiver of subclause (!) of 
this clause with respect to the service delivery 
area or areas involved in order to permit an al
ternate agency designated by the Governor to 
administer the funds in accordance with the as
surances. 

"(Ill) AUTHORITY TO PERMIT USE OF ALTER
NATE ADMINISTERING AGENCY.-The Secretary of 
Labor shall approve an application submitted 
under clause (ii)(l)(ee) or subclause (II)(bb) of 
this clause to waive subclause (I) of this clause 
with respect to 1 or more service delivery areas 

if the Secretary determines that the alternate 
agency designated in the application would im
prove· the effectiveness or efficiency of the ad
ministration of amounts distributed under 
clause (vi)(II)(aa) for the benefit of the area or 
areas. 

"(viii) DATA TO BE USED IN DETERMINING THE 
NUMBER OF ADULT TANF RECIPIENTS.-For pur
poses of this subparagraph, the number of adult 
recipients of assistance under a State program 
funded under this part for a fiscal year shall be 
determined using data for the most recent 12-
month period for which such data is available 
before the beginning of the fiscal year. 

"(B) COMPETITIVE GRANTS.-
"(i) IN GENERAL.-The Secretary of Labor 

shall award grants in accordance with this sub
paragraph, in fiscal years 1998 and 1999, for 
projects proposed by eligible applicants, based 
on the following: 

"(!) The effectiveness of the proposal in
"(aa) expanding the base of knowledge about 

programs aimed at moving recipients of assist
ance under State programs funded under this 
part who are least job ready into unsubsidized 
employment. 

"(bb) moving recipients of assistance under 
State programs funded under this part who are 
least job ready into unsubsidized employment; 
and 

"(cc) moving recipients of assistance under 
State programs funded under this part who are 
least job ready into unsubsidized employment, 
even in labor markets that have a shortage of 
low-skill jobs. 

"(II) At the discretion of the Secretary of 
Labor, any of the fo llowing: 

"(aa) The history of success of the applicant 
in moving individuals with multiple barriers 
into work. 

"(bb) Evidence of the applicant's ability to le
verage private, State, and local resources. 

"(cc) Use by the applicant of State and local 
resources beyond those required by subpara
graph (A). 

"(dd) Plans of the applicant to coordinate 
with other organizations at the local and State 
level. 

"(ee) Use by the appl icant of current or 
former recipients of assistance under a State 
program funded under this part as mentors, case 
managers, or service providers. 

"(ii) ELIGIBLE APPLICANTS.-As used in clause 
(i) , the term 'eligible applicant' means a private 
industry council for a service delivery area in a 
State , a political subdivision of a State, or a pri
vate entity applying in conjunction with the 
private industry council for such a service deliv
ery area or with such a political subdivision, 
that submits a proposal developed in consulta
tion with the Governor of the State. 

"(iii) DETERMINATION OF GRANT AMOUNT.-ln 
determining the amount of a grant to be made 
under this subparagraph for a project proposed 
by an applicant, the Secretary of Labor shall 
provide the applicant with an amount sufficient 
to ensure that the project has a reasonable op
portunity to be successful, taking into account 
the number of long-term recipients of assistance 
under a State program funded under this part, 
the level of unemployment, the job opportunities 
and job growth, the poverty rate, and such 
other factors as the Secretary of Labor deems 
appropriate, in the area to be served by the 
project. 

"(iv) CONSIDERATION OF NEEDS OF RURAL 
AREAS AND CITIES WITH LARGE CONCENTRATIONS 
OF PO VERTY.- ln making grants under this sub
paragraph, the Secretary of Labor shall con
sider the needs of rural areas and cities with 
large concentrations of residents with an income 
that is less than the poverty line. 

"(v) FUNDING.-For grants under this sub
paragraph for each fiscal year specified in sub
paragraph (!), there shall be available to the 
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Secretary of Labor an amount equal to the sum 
Of-

" (!) 25 percent of the sum of-
"(aa) the amount specified in subparagraph 

(1) for the fiscal year, minus the total of the 
amounts reserved pursuant to subparagraphs 
(E), (F), (G) , and (H) for the fiscal year; and 

"(bb) any amount reserved pursuant to sub
paragraph ( F) for the immediately preceding fis
cal year that has not been obligated; and 

" (II) any amount available for grants under 
this subparagraph for the immediately preceding 
fiscal year that has not been obligated. 

"(C) LIMITATIONS ON USE OF FUNDS.-
"(i) ALLOWABLE ACTIVITIES.- An entity to 

which funds are provided under this paragraph 
shall use the funds to move individuals into and 
keep individuals in lasting unsubsidized employ
ment by means of any of the following: 

"(!) The conduct and administration of com
munity service or work experience programs. 

" (II) Job creation through public or private 
sector employment wage subsidies. 

"(Ill) On-the-job training. 
"(IV) Contracts with public or private pro

viders of readiness, placement, and post-employ
ment services. 

" (V) Job vouchers for placement, readiness, 
and postemployment services. 

"(VI) Job retention or support services if such 
services are not otherwise available. 
Contracts or vouchers for job placement services 
supported by such funds must require that at 
least 112 of the payment occur after an eligible 
individual placed into the workforce has been in 
the workforce for 6 months. 

" (ii) REQUIRED BENEFICIARIES.- An entity 
that operates a project with funds provided 
under this paragraph shall expend at least 70 
percent of all funds provided to the project.for 
the benefit of recipients of assistance under the 
program funded under this part of the State in 
which the entity is located, or for the benefit of 
noncustodial parents of minors whose custodial 
parent is such a recipient, who meet the require
ments of each of the fallowing subclauses: 

"(I) At least 2 of the following apply to the re
cipient: 

"(aa) The individual has not completed sec
ondary school or obtained a certificate of gen
eral equivalency , and has low skills in reading 
or mathematics. 

" (bb) The individual requires substance abuse 
treatment for employment. 

" (cc) The .individual has a poor work history. 
"(II) The individual-
"(aa) has received assistance under the State 

program funded under this part (whether in ef
fect before or after the amendments made by sec
tion 103 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
first apply to the State) for at least 30 months 
(whether or not consecutive); or 

"(bb) within 12 months, will become ineligible 
for assistance under the State program funded 
under this part by reason of a durational limit 
on such assistance, without regard to any ex
emption provided pursuant to section 
408(a)(7)(C) that may apply to the individual. 

"(iii) TARGETING OF INDIVIDUALS WITH CHAR
ACTERISTICS ASSOCIATED WITH LONG-TERM WEL
FARE DEPENDENCE.-An entity that operates a 
project with funds provided under this para
graph may expend not more than 30 percent of 
all funds provided to the project for programs 
that provide assistance in a form described in 
clause (i)-

"(l) to recipients of assistance under the pro
gram funded under this part of the State in 
which the entity is located who have character
istics associated with long-term welfare depend
ence (such as school dropout, teen pregnancy, 
or poor work history), including, at the option 
of the State, by providing assistance in such 

form as a condition of receiving assistance 
under the State program funded under this part; 
or 

"(II) to individuals-
"(aa) who are noncustodial parents of minors 

whose custodial parent is such a recipient; and 
"(bb) who have such characteristics. 

To the extent that the entity does not expend 
such funds in accordance with the preceding 
sentence, the entity shall expend such funds in 
accordance with clause (ii). 

"(iv) AUTHORITY TO PROVIDE WORK-RELATED 
SERVICES TO INDIVIDUALS WHO HAVE REACHED 
THE 5 YEAR LIMIT.- An entity that operates a 
project with funds provided under this para
graph may use the funds to provide assistance 
in a farm described in clause (i) of this subpara
graph to, or for the benefit of, individuals who 
(but for section 408(a)(7)) would be eligible for 
assistance under the program funded under this 
part of the State in which the entity is located. 

"(v) RELATIONSHIP TO OTHER PROVISIONS OF 
THIS PART.-

"(!) RULES GOVERNING USE OF FUNDS.- The 
rules of section 404, other than subsections (b), 
(f), and (h) of section 404, shall not apply to a 
grant made under this paragraph. 

"(JI) RULES GOVERNING PAYMENTS TO 
STATES.- The Secretary of Labor shall carry out 
the functions otherwise assigned by section 405 
to the Secretary of Health and Human Services 
with respect to the grants payable under this 
paragraph. 

"(Ill) ADMINISTRATION.- Section 416 shall not 
apply to the programs under this paragraph. 

"(vi) PROHIBITION AGAINST USE OF GRANT 
FUNDS FOR ANY OTHER FUND MATCHING REQUIRE
MENT.- An entity to which funds are provided 
under this paragraph shall not use any part of 
the funds , nor any part of State expenditures 
made to match the funds , to fulfill any obliga
tion of any State, political subdivision, or pri
vate industry council to contribute funds under 
section 403(b) or 418 or any other provision of 
this Act or other Federal law. 

" (vii) DEADLINE FOR EXPENDITURE.-An entity 
to which funds are provided under this para
graph shall remit to the Secretary of Labor any 
part of the funds that are not expended within 
3 years after the date the funds are so provided. 

"(viii) REGULATIONS.-Within 90 days after 
the date of the enactment of this paragraph, the 
Secretary of Labor, after consultation with the 
Secretary of Health and Human Services and 
the Secretary of Housing and Urban Develop
ment, shall prescribe such regulations as may be 
necessary to implement this paragraph. 

" (D) DEFINITIONS.-
"(i) INDIVIDUALS WITH INCOME LESS THAN THE 

POVERTY LINE.-For purposes of this paragraph, 
the number of individuals with an income that 
is less than the poverty line shall be determined 
for a fiscal year-

"( I) based on the methodology used by the 
Bureau of the Census to produce and publish 
intercensal poverty data for States and counties 
(or, in the case of Puerto Rico, the Virgin Is
lands, Guam, and American Samoa, other pov
erty data selected by the Secretary of Labor); 
and 

" (II) using data for the most recent year for 
which such data is available before the begin
ning of the fiscal year. 

·" (ii) PRIVATE INDUSTRY COUNCJL.- As used in 
this paragraph, the term 'private industry coun
cil ' means, with respect to a service delivery 
area, the private industry council (or successor 
entity) established for the service delivery area 
pursuant to the Job Training Partnership Act. 

"(iii) SERVICE DELIVERY AREA.-As used in 
this paragraph, the term 'service delivery area' 
shall have the meaning given such term (or the 
successor to such term) for purposes of the Job 
Training Partnership Act. 

" (E) SET-ASIDE FOR SUCCESSFUL PERFORMANCE 
BONUS.-

"(i) IN GENERAL.-The Secretary of Labor 
shall make a grant in accordance with this sub
paragraph to each successful performance State 
in fiscal year 2000. 

"(ii) AMOUNT OF GRANT.-The Secretary of 
Labor shall determine the amount of the grant 
payable under this subparagraph to a successful 
performance State, which shall be based on the 
score assigned to the State under clause 
(iv)(l)(aa) for such prior period as the Secretary 
of Labor deems appropriate. 

"(iii) FORMULA FOR MEASURING STATE PER
FORMANCE.-Not later than 1 year after the date 
of the enactment of this paragraph, the Sec
retary of Labor, in consultation with the Sec
retary of Health and Human Services, the Na
tional Governors' Association, and the American 
Public Welfare Association, shall develop a for
mula for measuring-

"( I) the success of States in placing individ
uals in private sector employment or in any kind 
of employment, through programs operated with 
funds provided under subparagraph (A); 

"(II) the duration of such placements; 
"(Ill) any increase in the earnings of such in

dividuals; and 
"(IV) such other factors as the Secretary of 

Labor deems appropriate concerning the activi
ties of the States with respect to such individ
uals. 
The formula may take into account general eco
nomic conditions on a State-by-State basis. 

"(iv) SCORING OF STATE PERFORMANCE; SET
TING OF PERFORMANCE THRESHOLDS.-

" (!) IN GENERAL.-The Secretary of Labor 
shall-

"(aa) use the formula developed under clause 
(iii) to assign a score to each State that was a 
welfare-to-work State for fiscal years 1998 and 
1999; and 

"(bb) prescribe a performance threshold in 
such a manner so as to ensure that the total 
amount of grants to be made under this para
graph equals $100,000,000. 

"(JI) AVAILABILITY OF WELFARE-TO-WORK 
DATA SUBMITTED TO THE SECRETARY OF HHS.
The Secretary of Health and Human Services 
shall provide the Secretary of Labor with the 
data reported by States under this part with re
spect to programs operated with funds provided 
under subparagraph (A). 

"(v) SUCCESSFUL PERFORMANCE STATE DE
FINED.-As used in this subparagraph, the term 
'successful performance State' means a State 
whose score assigned pursuant to clause 
(iv)(l)(aa) equals or exceeds the performance 
threshold prescribed under clause (iv)(l)(bb). 

"(vi) SET-ASIDE.-$100,000,000 of the amount 
specified in subparagraph (I) for fiscal year 1999 
shall be reserved for grants under this subpara
graph. 

"(F) FUNDING FOR INDIAN TRIBES.-] percent 
of the amount specified in subparagraph (I) for 
fiscal year 1998 and of the amount so specified 
for fiscal year 1999 shall be reserved for grants 
to Indian tribes under section 412(a)(3). 

"(G) FUNDING FOR EVALUATIONS OF WELFARE
TO-WORK PROGRAMS.---0.6 percent of the 'amount 
specified in subparagraph (I) for fiscal year 1998 
and of the amount so specified for fiscal year 
1999 shall be reserved for use by the Secretary to 
carry out section 413(j). 

"(H) FUNDING FOR EVALUATION OF ABSTINENCE 
EDUCATION PROGRAMS.-

"(i) IN GENERAL.---0.2 percent of the amount 
specified in subparagraph (I) for fiscal year 1998 
and of the amount so specified for fiscal year 
1999 shall be reserved for use by the Secretary to 
evaluate programs under section 510, directly or 
through grants, contracts, or interagency agree
ments. 

"(ii) AUTHORITY TO USE FUNDS FOR EVALUA
TIONS OF WELFARE-TO-WORK PROGRAMS.-Any 
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such amount not required for such evaluations 
shall be available for use by the Secretary to 
carry out section 413(j) . 

"(iii) DEADLINE FOR OUTLAYS.-Outlays from 
funds used pursuant to clause (i) for evaluation 
of programs under section 510 shall not be made 
after fiscal year 2001 . 

"(!) APPROPRIATIONS.-
"(i) IN GENERAL.-Out Of any money in the 

Treasury of the United States not otherwise ap
propriated, there are appropriated $1,500,000,000 
for each of fiscal years 1998 and 1999 for grants 
under this paragraph. 

"(ii) AVAILABILITY.-The amounts made avail
able pursuant to clause (i) shal l remain avail
able for such period as is necessary to make the 
grants provided for in this paragraph. 

"(]) WORKER PROTECTIONS.-
"(i) NONDISPLACEMENT IN WORK ACTIVITIES.
"(!) GENERAL PROHIBITJON.-Subject to this 

clause, an adult in a family receiving assistance 
attributable to funds provided under this para
graph may fill a vacant employment position in 
order to engage in a work activity . 

"(II) PROHIBITION AGAINST VIOLATION. OF CON
TRACTS.-A work activity engaged in under a 
program operated with funds provided under 
this paragraph shall not violate an existing con
tract for services or a collective bargaining 
agreement, and such a work activity that would 
violate a collective bargaining agreement shall 
not be undertaken without the written concur
rence of the labor organization and employer 
concerned. 

"(Ill) OTHER PROHIBITIONS.-An adult partic
ipant in a work activity engaged in under a pro
gram operated with funds provided under this 
paragraph shall not be employed or assigned-

"( aa) when any other individual is on layoff 
from the same or any substantially equivalent 
job; 

"(bb) if the employer has terminated the em
ployment of any regular employee or otherwise 
caused an involuntary reduction in its work
! orce with the intention of filling the vacancy so 
created with the participant; or 

"(cc) if the employer has caused an involun
tary reduction to less than full time in hours of 
any employee in the same or a substantially 
equivalent job . 

"(ii) HEALTH AND SAFETY.- Heallh and safety 
standards established under Federal and State 
law otherwise applicable to working conditions 
of employees shall be equally applicable to 
working conditions of other participants en
gaged in a work activity under a program oper
ated with funds provided under this paragraph. 

"(iii) NONDJSCRIMINATION.- In addition to the 
protections provided under the provisions of law 
specified in section 408(c), an individual may 
not be discriminated against by reason of gender 
with respect to participation in work activities 
engaged in under a program operated with 
funds provided under this paragraph. 

"(iv) GRIEVANCE PROCEDURE.-
"(!) IN GENERAL.-Each State to which a 

grant is made under this paragraph shall estab
lish and maintain a procedure for grievances or 
complaints from employees alleging violations of 
clause (i) and participants in work activities al
leging violations of clause (i), (ii), or (iii). 

"(II) HEARING.-The procedure shall include 
an opportunity for a hearing. 

"(Ill) REMEDIES.-The procedure shall in
clude remedies for violation of clause (i), (ii), or 
(iii), which may continue during the pendency 
of the procedure, and which may include-

"(aa) suspension or termination of payments 
from funds provided under this paragraph; 

"(bb) prohibition of placement of a partici
pant with an employer that has violated clause 
(i), (ii), or (iii); 

"(cc) where applicable, reinstatement of an 
employee, payment of lost wages and benefits, 

and reestablishment of other relevant terms, 
conditions and privileges of employment; and 

"(dd) where appropriate, other equitable re
lief. 

"(IV) APPEALS.-
"(aa) FJLING.-Not later than 30 days after a 

grievant or complainant receives an adverse de
cision under the procedure established pursuant 
to subclause (!), the grievant or complainant 
may appeal the decision to a State agency des
ignated by the State which shall be independent 
of the State or local agency that is admin
istering the programs operated with funds pro
vided under this paragraph and the State agen
cy administering, or supervising the administra
tion of, the State program funded under this 
part. 

"(bb) FINAL DETERMINATION.- Not later than 
120 days after the State agency designated 
under item (aa) receives a grievance or com
plaint made under the procedure established by 
a State pursuant to subclause (I), the State 
agency shall make a final determination on the 
appeal. 

"(v) RULE OF JNTERPRETATION.-This sub
paragraph shall not be construed to affect the 
authority of a State to provide or require work
ers' compensation. 

"(vi) NONPREEMPTION OF STATE LAW.-The 
provisions of this subparagraph shall not be 
construed to preempt any provision of State law 
that affords greater protections to employees or 
to other participants engaged in work activities 
under a program funded under this part than is 
afforded by such provisions of this subpara
graph .". 

(2) CONFORMING AMENDMENT.-Section 
409(a)(7)(B)(iv) of such Act (42 U.S.C. 
609(a)(7)(B)(iv)) is amended to read as follows: 

"(iv) EXPENDITURES BY THE STATE.- The term 
'expenditures by the State' does not include

"(]) any expenditure from amounts made 
available by the Federal Government; 

"(II) any State funds expended for the med
icaid program under title XIX; 

"(Ill) any State funds which are used to 
match Federal funds provided under section 
403(a)(5); or 

"(IV) any State funds which are expended as 
a condition of receiving Federal funds other 
than under this part. 
Notwithstanding subclause (IV) of the preceding 
sentence, such term includes expenditures by a 
State for child care in a fiscal year to the extent 
that the total amount of the expenditures does 
not exceed the amount of State expenditures in 
fiscal year 1994 or 1995 (whichever is the great
er) that equal the non-Federal share for the pro
grams described in section 418(a)(l)(A). ". 

(b) GRANTS TO OUTLYING AREAS.-Section 
1108(a)(2) (42 U.S.C. 1308(a)(2)), as amended by 
section 5512(a) of this Act, is amended by insert
ing "403(a)(5)." after "403(a)(4), ". 

(c) GRANTS TO INDIAN TRIBES.- Section 412(a) 
(42 U.S.C. 612(a)) is amended by adding at the 
end the following: 

. "(3) WELFARE-TO-WORK GRANTS.-
"( A) IN GENERAL.-The Secretary of Labor 

shall award a grant in accordance with this 
paragraph to an Indian tribe for each fiscal 
year specified in section 403(a)(5)(1) for which 
the Indian tribe is a welfare-to-work tribe, in 
such amount as the Secretary of Labor deems 
appropriate, subject to subparagraph (B) of this 
paragraph. 

"(B) WELFARE-TO-WORK TRIBE.-An Indian 
tribe shall be considered a welfare-to-work tribe 
for a fiscal year for purposes of this paragraph 
if the Indian tribe meets the fallowing require
ments: 

"(i) The Indian tribe has submitted to the Sec
retary of Labor a plan which describes how, 
consistent with section 403(a)(5). the Indian 
tribe will use any funds provided under this 

paragraph during the fiscal year. If the Indian 
tribe has a tribal family assistance plan, the 
plan ref erred to in the preceding sentence shall 
be in the form of an addendum to the tribal fam
ily assistance plan. 

"(ii) The Indian tribe is operating a program 
under a tribal family assistance plan approved 
by the Secretary of Health and Human Services, 
a program described in paragraph (2)(C), or an 
employment program funded through other 
sources under which substantial services are 
provided to recipients of assistance under a pro
gram funded under this part. 

"(iii) The Indian tribe has provided the Sec
retary of Labor with an estimate of the amount 
that the Indian tribe intends to expend during 
the fiscal year (excluding tribal expenditures de
scribed in section 409(a)(7)(B)(iv) (other than 
subclause (III) thereof)) pursuant to this para
graph. 

"(iv) The Indian tribe has agreed to negotiate 
in good faith with the Secretary of Health and 
Human Services with respect to the substance 
and funding of any evaluation under section 
413(j). and to cooperate with the conduct of any 
such evaluation. 

"(C) LIMITATIONS ON USE OF FUNDS.-
"(i) IN GENERAL.-Section 403(a)(5)(C) shall 

apply to funds provided to Indian tribes under 
this paragraph in the same manner in which 
such section applies to funds provided under 
section 403(a)(5). 

"(ii) WAIVER AUTHORITY.-The Secretary of 
Labor may waive or modify the application of a 
provision of section 403(a)(5)(C) (other than 
clause (vii) thereof) with respect to an Indian 
tribe to the extent necessary to enable the In
dian tribe to operate a more efficient or effective 
program with the funds provided under this 
paragraph. 

"(iii) REGULATIONS.-Within 90 days after the 
date of the enactment of this paragraph, the 
Secretary of Labor, after consultation with the 
Secretary of Health and Human Services and 
the Secretary of Housing and Urban Develop
ment, shall prescribe such regulations as may be 
necessary to implement this paragraph.". 

(d) FUNDS RECEIVED FROM GRANTS TO BE DIS
REGARDED IN APPLYING D URATIONAL L IMIT ON 
ASSISTANCE.-Section 408(a)(7) (42 u.s.c. 
608(a)(7)) is amended by adding at the end the 
following: 

"(G) INAPPLICABILITY TO WELFARE-TO-WORK 
GRANTS AND ASSISTANCE.-For purposes of sub
paragraph (A) of this paragraph, a grant made 
under section 403(a)(5) shall not be considered a 
grant made under section 403, and noncash as
sistance from funds provided under section 
403(a)(5) shall not be considered assistance.". 

(e) DATA COLLECTION AND REPORTING.-Sec
tion 41J(a) (42 U.S.C. 611(a)(l)(A)). as amended 
by section 5507 of this Act, is amended-

(1) in paragraph (l)(A), by adding at the end 
the following: 

"(xviii) With respect to families participating 
in a program operated with funds provided 
under section 403(a)(5)-

"(I) any activity described in section 
403(a)(5)(C)(i) engaged in by a family member; 

"(II) the total amount expended during the 
month on the family member for each such ac
tivity; 

"(I II) if the family member is engaged in sub
sidized employment or on-the-job training under 
the program, the wage paid to the family mem
ber and the amount of any wage subsidy pro
vided to the family member from Federal or 
State funds; and 

"(JV) if the participation of a family member 
in the program was ended during a month due 
to the family member obtaining employment, the 
wage of the family member in the employment 
and whether the participation was ended due to 
the family member obtaining unsubsidized em
ployment, obtaining subsidized employment, re
ceiving an increased wage, engaging in a work 
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training activity funded under a program fund
ed other than under section 403(a)(5), or for 
other reasons."; 

(2) in paragraph (2), by inserting ", with a 
separate statement of the percentage of such 
funds that are used to cover administrative costs 
or overhead incurred for programs operated 
with funds provided under section 403(a)(5)" be
! ore the period; 

(3) in paragraph (3), by inserting '', with a 
separate statement of the total amount expended 
by the State during the quarter on programs op
erated with funds provided under section 
403(a)(5)" before the period; 

(4) in paragraph (4), by inserting ", with a 
separate statement of the number of such par
ents who participated in programs operated 
with funds provided under section 403(a)(5)" be
! ore the period; 

(5) in paragraph (6)-
( A) by striking "and" at the end of subpara

graph (A); 
(B) by striking the period at the end of sub

paragraph (B) and inserting ";and"; and 
(C) by adding at the end the following: 
"(C) with respect to families and individuals 

participating in a program operated with funds 
provided under section 403(a)(5)-

"(i) the total number of such families and in
dividuals; an(!, 

"(ii) the number of such families and individ
uals whose participation in such a program was 
terminated during a month.'' and 

(6) in paragraph (7), by inserting ", and shall 
consult with the Secretary of Labor in defining 
the data elements with respect to programs oper
ated with funds provided under section 
403(a)(5)" before the period. 

(f) EVALUATIONS.-Section 413 (42 u.s.c. 613) 
is amended by adding at the end the fallowing: 

"(j) EVALUATION OF WELFARE-TO-WORK PRO
GRAMS.-

"(1) EVALUATTON.-The Secretary, in con
sultation with the Secretary of Labor and the 
Secretary of Housing and Urban Development

"( A) shall develop a plan to evaluate how 
grants made under sections 403(a)(5) and 
412(a)(3) have been used; 

"(B) may evaluate the use of such grants by 
such grantees as the Secretary deems appro
priate, in accordance with an agreement entered 
into with the grantees after good-faith negotia
tions; and 

"(C) is urged to include the fallowing outcome 
measures in the plan developed under subpara
graph (A): 

"(i) Placements in unsubsidized employment, 
and placements in unsubsidized employment 
that last for at least 6 months. 

"(ii) Placements in the private and public sec
tors. 

"(iii) Earnings of individuals who obtain em-
ployment. 

"(iv) Average expenditures per placement. 
"(2) REPORTS TO THE CONGRESS.-
"( A) IN GENERAL.-Subject to subparagraphs 

(B) and (C) , the Secretary, in consultation with 
the Secretary of Labor and the Secretary of 
Housing and Urban Development, shall submit 
to the Congress reports on the projects funded 
under section 403(a)(5) and 412(a)(3) and on the 
evaluations of the projects. 

" (B) INTERIM REPORT.-Not later than Janu
ary 1, 1999, the Secretary shall submit an in
terim report on the matter described in subpara
graph (A). 

"(C) FINAL REPORT.- Not later than January 
1, 2001, (or at a later date, if the Secretary in
f arms the Committees of the Congress with juris
diction over the subject matter of the report) the 
Secretary shall submit a final report on the mat
ter described in subparagraph (A).". 

(g) PENALTIES.-
(1) PENALTY FOR FAILURE OF STATE TO MAIN

TAIN HISTORIC EFFORT DURING YEAR IN WHICH 
WELFARE-TO-WORK GRANT JS RECEIVED.-

(A) IN GENERAL.-Section 409(a) (42 u.s.c. 
609(a)) is amended by adding at the end the fol
lowing : 

"(13) PENALTY FOR FAILURE OF STATE TO 
MAINTATN HISTORIC EFFORT DURING YEAR JN 
WHICH WELFARE-TO-WORK GRANT JS RECEIVED.
If a grant is made to a State under section 
403(a)(5)(A) for a fiscal year and paragraph (7) 
of this subsection requires the grant payable to 
the State under section 403(a)(l) to be reduced 
for the immediately succeeding fiscal year, then 
the Secretary shall reduce the grant payable to 
the State under section 403(a)(l) for such suc
ceeding fiscal year by the amount of the grant 
made to the State under section 403(a)(5)(A) for 
the fiscal year.". 

(B) lNAPPLICABTLITY OF GOOD CAUSE EXCEP
TION.-Section 409(b)(2) of such Act (42 U.S.C. 
609(b)(2)), as amended by section 5506(k) of this 
Act, is amended by striking "or (12)" and insert
ing "(12), or (13)". 

(C) INAPPLICABILITY OF CORRECTIVE COMPLI
ANCE PLAN.-Section 409(c)(4) Of such Act (42 
U.S.C. 609(c)(4)), as amended by section 5506(m) 
of this Act, is amended by striking " or (12)" and 
inserting "(12), or (13)". 

(2) PENALTY FOR MISUSE OF COMPETITIVE WEL
FARE-TO-WORK FUNDS.-Section 409(a)(l) of such 
Act (42 U.S.C. 609(a)(l)) is amended by adding 
at the end the following: 

"(C) PENALTY FOR MISUSE OF COMPETITIVE 
WELFARE-TO-WORK FUNDS.-lf the Secretary of 
Labor finds that an amount paid to an entity 
under section 403(a)(5)(B) has been used in vio
lation of subparagraph (B) or (C) of section 
403(a)(5), the entity shall remit to the Secretary 
of Labor an amount equal to the amount so 
used.". 

(h) CLARIFICATION THAT SANCTIONS AGAINST 
RECIPIENTS UNDER TANF PROGRAM ARE NOT 
WAGE REDUCTIONS.-

(1) IN GENERAL .. -Section 408 (42 U.S.C. 608) is 
amended-

( A) by redesignating subsections (c) and (d) as 
subsections (d) and (e) , respectively ; and 

(B) by inserting after subsection (b) the fol
lowing : 

" (c) SANCTIONS AGAINST RECIPIENTS NOT CON
SIDERED WAGE REDUCTIONS.-A penalty imposed 
by a State against the family of an individual 
by reason of the failure of the individual to 
comply with a requirement under the State pro
gram funded under this part shall not be con
strued to be a reduction in a?tY wage paid to the 
individual.''. 

(2) RETROACTIVITY.-The amendments made 
by paragraph (1) shall take effect as if included 
in the enactment of section 103(a) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996. 

(i) GAO S'l'UDY OF EFFECT OF FAMILY VIO
LENCE ON NEED FOR PUBLIC ASSISTANCE.-

(1) STUDY.-The Comptroller General shall 
conduct a study of the effect of family violence 
on the use of public assistance programs, and in 
particular the extent to which family violence 
prolongs or increases the need for public assist
ance. 

(2) REPORT.- Within 1 year after the date of 
the enactment of this Act, the Comptroller Gen
eral shall submit to the Committees on Ways 
and Means and Education and the Work! orce of 
the House of Representatives and the Committee 
on Finance of the Senate a report that contains 
the findings of the study required by paragraph 
(1). 
SEC. 5002. UMITATION ON AMOUNT OF FEDERAL 

FUNDS TRANSFERABLE TO TITLE XX 
PROGRAMS. 

(a) IN GENERAL.-Section 404(d) (42 u.s.c. 
604(d)) is amended-

(1) in paragraph (1) , by striking "A State 
may" and inserting "Subject to paragraph (2), a 
State may"; and 

(2) by amending paragraph (2) to read as fol
lows: 

"(2) LIMITATION ON AMOUNT TRANSFERABLE TO 
TITLE xx PROGRAMS.-A State may use not more 
than 10 percent of the amount of any grant 
made to the State under section 403(a) for a fis
cal year to carry out State programs pursuant to 
title XX.". 

(b) RETROACTJVITY.-The amendments made 
by subsection (a) of this section shall take ejfect 
as if included in the enactment of section 103(a) 
of the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996. 
SEC. 5003. UMITATION ON NUMBER OF PERSONS 

WHO MAY BE TREATED AS EN GAGED 
IN WORK BY REASON OF PARTICIPA
TION IN EDUCATIONAL ACTIVITIES. 

(a) IN GENERAL.- Section 407(c)(2)(D) (42 
U.S.C. 607(c)(2)(D)) is amended to read as fol
lows: 

"(D) LIMITATION ON NUMBER OF PERSONS WHO 
MAY BE TREATED AS ENGAGED IN WORK BY REA
SON OF PARTICIPATION IN EDUCATIONAL ACTIVI
TIES.-For purposes of determining monthly par
ticipation rates under paragraphs (l)(B)(i) and 
(2)(B) of subsection (b), not more than 30 per
cent of the number of individuals in all families 
and ln 2-parent families, respectively, in a State 
who are treated as engaged in work for a month 
may consist of individuals who are determined 
to be engaged in work for the month by reason 
of participation in vocational educational train
ing, or (if the month is in fiscal year 2000 or 
thereafter) deemed to be engaged in work for the 
month by reason of subparagraph (C) of this 
paragraph.". 

(b) RETROACTIVITY.-The amendment made by 
subsection (a) of this section shall take effect as 
if included in the enactment of section 103(a) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996. 
SEC. 5004. PENALTY FOR FAILURE OF STATE TO 

REDUCE ASSISTANCE FOR RECIPI
ENTS REFUSING WITHOUT GOOD 
CAUSE TO WORK. 

(a) IN GENERAL.-Section 409(a) (42 u.s.c. 
609(a)), as amended by section 5001(f)(l)(A) of 
this Act, is amended by adding at the end the 
following : 

"(14) PENALTY FOR FAILURE TO REDUCE AS
SISTANCE FOR RECIPIENTS REFUSING WITHOUT 
GOOD CAUSE TO WORK.-

"( A) IN GENERAL.-![ the Secretary determines 
that a State to which a grant is made under sec
tion 403 in a fiscal year has violated section 
407(e) during the fiscal year, the Secretary shall 
reduce the grant payable to the State under sec
tion 403(a)(l) for the immediately succeeding fis
cal year by an amount equal to not less than 1 
percent and not more than 5 percent of the State 
family assistance grant . 

"(B) PENALTY BASED ON SEVERITY OF FAIL
URE.-The Secretary shall impose reductions 
under subparagraph (A) with respect to a fiscal 
year based on the degree of noncompliance.". 

(b) RETROACTIVITY.-The amendment made by 
subsection (a) of this section shall take effect as 
if included in the enactment of section 103(a) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996. 

Subtitle B-Supplemental Security Income 
SEC. 5101. EXTENSION OF DEADUNE TO PER

FORM CHIWHOOD DISABIUTY RE
DETERMINATIONS. 

Section 211(d)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (Public Law 104-193; 110 Stat. 2190) is 
amended-

(1) in subparagraph (A)-
( A) in the 1st sentence, by striking "l year" 

and inserting "18 months " ; and 
(B) by inserting after the 1st sentence the fol

lowing: "Any redetermination required by the 
preceding sentence that is not performed before 
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the end of the period described in the preceding 
sentence shall be performed as soon as is prac
ticable thereafter."; and 

(2) in subparagraph (C), by adding at the end 
the fallowing: "Before commencing a redeter
mination under the 2nd sentence of subpara
graph (A), in any case in which the individual 
involved has not already been notified of the 
provisions of this paragraph, the Commissioner 
of Social Security shall notify the individual in
volved of the provisions of this paragraph.". 
SEC. 5102. FEES FOR FEDERAL ADMINISTRATION 

OF STATE SUPPLEMENTARY PAY
MENTS. 

(a) FEE SCHEDULE.-
(]) OPTIONAL STATE SUPPLEMENTARY PAY

MENTS.-
(A) IN GENERAL.-Section 1616(d)(2)(B) (42 

U.S.C. 1382e(d)(2)(B)) is amended-
(i) by striking "and" at the end of clause (iii); 

and 
(ii) by striking clause (iv) and inserting the 

following: 
"(iv) for fiscal year 1997, $5.00; 
"(v) for fiscal year 1998, $6.20; 
"(vi) for fisccil year 1999, $7.60; 
"(vii) for fiscal year 2000, $7.80; 
"(viii) for fiscal year 2001, $8.10; 
"(ix) for fiscal year 2002, $8.50; and 
"(x) for fiscal year 2003 and each succeeding 

fiscal year-
"(!) the applicable rate in the preceding fiscal 

year, increased by the percentage, if any, by 
which the Consumer Price Index for the month 
of June of the calendar year of the increase ex
ceeds the Consumer Price Index for the month of 
June of the calendar year preceding the cal
endar year of the increase, and rounded to the 
nearest whole cent; or 

"(II) such different rate as the Commissioner 
determines is appropriate for the State.". 

(B) CONFORMING AMENDMENT.-Section 
1616(d)(2)(C) of such Act (42 U.S.C. 
1382e(d)(2)(C)) is amended by striking "(B)(iv)" 
and inserting "(B)(x)( II)". 

(2) MANDATORY STATE SUPPLEMENTARY PAY
MENTS.-

(A) IN GENERAL.-Section 212(b)(3)(B)(ii) of 
Public Law 93~6 (42 U.S.C. 1382 note) is amend
ed-

(i) by striking ''and'' at the end of subclause 
(III); and 

(ii) by striking subclause (IV) and inserting 
the fallowing: 

"(IV) for fiscal year 1997, $5.00; 
"(V) for fiscal year 1998, $6.20; 
"(VI) for fiscal year 1999, $7.60; 
"(VII) for fiscal year 2000, $7.80; 
"(VIII) for fiscal year 2001, $8.10; 
"(IX) for fiscal year 2002, $8.50; and 
"(X) for fiscal year 2003 and each succeeding 

fiscal year-
"(aa) the applicable rate in the preceding fis

cal year, increased by the percentage, if any, by 
which the Consumer Price Index for the month 
of June of the calendar year of the increase ex
ceeds the Consumer Price Index for the month of 
June of the calendar year preceding the cal
endar year of the increase, and rounded to the 
nearest whole cent; or 

"(bb) such different rate as the Commissioner 
determines is appropriate for the State.". 

(B) CONFORMING AMENDMENT.-Section 
212(b)(3)(B)(iii) of such Act (42 U.S.C. 1382 note) 
is amended by striking "(ii)( IV)" and inserting 
"(ii)(X)(bb)". 

(b) USE OF NEW FEES TO DEFRAY THE SOCIAL 
SECURITY ADMINISTRATION'S ADMINISTRATIVE 
EXPENSES.-

(1) CREDIT TO SPECIAL FUND FOR FISCAL YEAR 
1998 AND SUBSEQUENT YEARS.-

( A) OPTIONAL STATE SUPPLEMENTARY PAYMENT 
FEES.- Section 1616(d)(4) (42 U.S.C. 1382e(d)(4)) 
is amended to read as fallows: 

" (4)(A) The first $5 of each administration fee 
assessed pursuant to paragraph (2), upon collec
tion , shall be deposited in the general fund of 
the Treasury of the United States as miscella
neous receipts. 

"(B) That portion of each administration fee 
in excess of $5, and 100 percent of each addi
tional services fee charged pursuant to para
graph (3). upon collection for fiscal year 1998 
and each subsequent fiscal year, shall be cred
ited to a special fund established in the Treas
ury of the United States for State supple
mentary payment fees. The amounts so credited, 
to the extent and in the amounts provided in 
advance in appropriations Acts, shall be avail
able to defray expenses incurred in carrying out 
this title and related laws. The amounts so cred
ited shall not be scored as receipts under section 
252 of the Balanced Budget and Emergency Def
icit Control Act of 1985, and the amounts so 
credited shall be credited as a discretionary off
set to discretionary spending to the extent that 
the amounts so credited are made available for 
expenditure in appropriations Acts.". 

(B) MANDATORY STATE SUPPLEMENTARY PAY
MENT FEES.-Section 212(b)(3)(D) of Public Law 
93~6 (42 U.S.C. 1382 note) is amended to read as 
follows: 

"(D)(i) The first $5 of each administration fee 
assessed pursuant to subparagraph (B), upon 
collection, shall be deposited in the general fund 
of the Treasury of the United States as miscella
neous receipts. 

"(ii) The portion of each administration fee in 
excess of $5, and 100 percent of each additional 
services fee charged pursuant to subparagraph 
(C). upon collection for fiscal year 1998 and 
each subsequent fiscal year, shall be credited to 
a special fund established in the Treasury of the 
United States for State supplementary payment 
fees. The amounts so credited, to the extent and 
in the amounts provided in advance in appro
priations Acts, shall be available to defray ex
penses incurred in carrying out this section and 

· title XVI of the Social Security Act and related 
laws. The amounts so credited shall not be 
scored as receipts under section 252 of the Bal
anced Budget and Emergency Deficit Control 
Act of 1985, and the amounts so credited shall be 
credited as a discretionary off set to discre
tionary spending to the extent that the amounts 
so credited are made available for expenditure 
in appropriations Acts.". 

(2) LIMITATIONS ON AUTHORIZATION OF APPRO
PRIATIONS.- From amounts credited pursuant to 
section 1616(d)(4)(B) of the Social Security Act 
and section 212(b)(3)(D)(ii) of Public Law 93~6 
to the special fund established in the Treasury 
of the United States for State supplementary 
payment fees, there is authorized to be appro
priated an amount not to exceed $35,000,000 for 
fiscal year 1998, and such sums as may be nec
essary for each fiscal year thereafter. 

Subtitle C-Child Support Enforcement 
SEC. 5201. CLARIFICATION OF AUTHORITY TO 

PERMIT CERTAIN REDISCLOSURES 
OF WAGE AND CLAIM INFORMATION. 

Section 303(h)(1)(C) (42 U.S.C. 503(h)(l)(C)) is 
amended by striking "section 453(i)(l) in car
rying out the child support enforcement pro
gram under title IV" and inserting "subsections 
(i)(l). (i)(3), and (j) of section 453". 

Subtitle D-Restricting Welfare and Public 
Benefits for Aliens 

SEC. 5301. SSI ELIGIBIUTY FOR ALIENS RECEIV
ING SSI ON AUGUST 22, 1996 AND DIS· 
ABLED ALIENS LAWFULLY RESIDING 
IN THE UNITED STATES ON AUGUST 
22, 1996. 

(a) SS! ELIGIBILITY FOR ALIENS RECEJVING SS! 
ON AUGUST 22, 1996.-Section 402(a)(2) Of the 
Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1612(a)(2)) is 
amended by adding after subparagraph (D) the 
fallowing new subparagraph: 

"(E) ALIENS RECEIVING SS! ON AUGUST 22, 
1996.-With respect to eligibility for benefits for 
the program defined in paragraph (3)( A) (relat
ing to the supplemental security income pro
gram). paragraph (1) shall not apply to an alien 
who is lawfully residing in the United States 
and who was receiving such benefits on August 
22, 1996. ". 

(b) SSJ ELIGIBILITY FOR DISABLED ALIENS 
LAWFULLY RESIDING IN THE UNITED STATES ON 
AUGUST 22, 1996.-Section 402(a)(2) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1612(a)(2)) is 
amended by adding at the end the following : 

"(F) DJSABLED ALIENS LAWFULLY RESIDING IN 
THE UNITED STATES ON AUGUST 22, 1996.- With re
spect to eligibility for benefits for the program 
defined in paragraph (3)( A) (relating to the sup
plemental security income program), paragraph 
(1) shall not apply to an alien who-

"(i) was lawfully residing in the United States 
on August 22, 1996; and 

"(ii) is blind or disabled, as defined in section 
1614(a)(2) or 1614(a)(3) of the Social Security Act 
(42 U.S.C. 1382c(a)(3)). ". 

(C) EXTENSJON OF GRANDFATHER PROVISION 
RELATING TO SSJ ELIGIBILITY.-Section 
402(a)(2)(D)(i) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (8 U.S.C. 1612(a)(2)(D)(i)) is amended-

(1) in subclause (I), by striking "September 30, 
1997," and inserting "September 30, 1998, "; and 

(2) in subclause (Ill). by striking "September 
30, 1997," and inserting "September 30, 1998". 
SEC. 5302. EXTENSION OF EUGIBIUTY PERIOD 

FOR REFUGEES AND CERTAIN 
OTHER QUALIFIED ALIENS FROM 5 
TO 7 YEARS FOR SSI AND MEDICAID; 
STATUS OF CUBAN AND HAITIAN EN
TRANTS. 

(a) SSJ.-Section 402(a)(2)(A) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1612(a)(2)(A)) is 
amended to read as fallows: 

"(A) TIME-LIMITED EXCEPTION FOR REFUGEES 
AND ASYLEES.-

"(i) SSI.-With respect to the specified Fed
eral program described in paragraph (3)( A), 
paragraph (1) shall not apply to an alien until 
7 years after the date-

"(J) an alien is admitted to the United States 
as a refugee under section 207 of the Immigra
tion and Nationality Act; 

"(II) an alien is granted asylum under section 
208 of such Act; 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act; or 

"(IV) an alien is granted status as a Cuban 
and Haitian entrant (as defined in section 501(e) 
of the Refugee Education Assistance Act of 
1980). 

"(ii) FOOD STAMPS.-With respect to the speci
fied Federal program described in paragraph 
(3)(B) , paragraph (1) shall not apply to an alien 
until 5 years after the date-

"( I) an alien is admitted to the United States 
as a refugee under section 207 of the Immigra
tion and Nationality Act; 

"(JI) an alien is granted asylum under section 
208 of such Act; 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act; or 

"(IV) an alien is granted status as a Cuban 
and Haitian entrant (as defined in section 501(e) 
of the Refugee Education Assistance Act of 
1980). ". 

(b) MEDICAID.-Section 402(b)(2)(A) Of the 
Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 
1612(b)(2)(A)) is amended to read as follows: 

"(A) TIME-LIMITED EXCEPTION FOR REFUGEES 
AND ASYLEES.-

"(i) MEDICAID.-With respect to the des
ignated Federal program described in paragraph 
(3)(C), paragraph (1) shall not apply to an alien 
until 7 years after the date-
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"(!) an alien is admitted to the United States 

as a refugee under section 207 of the Immigra
tion and Nationality Act; 

"(II) an alien is granted asylum under section 
208 of such Act; 

"(Ill) an alien's deportation is withheld 
under section 243(h) of such Act; or 

"(IV) an alien is granted status as a Cuban 
and Haitian entrant (as defined in section 501(e) 
of the Refugee Education Assistance Act of 
1980). 

" (ii) OTHER DESIGNATED FEDERAL PRO
GRAMS.-With respect to the designated Federal 
programs under paragraph (3) (other than sub
paragraph (C)), paragraph (1) shall not apply 
to an alien until 5 years after the date-

"( I) an alien is admitted to the United States 
as a refugee under section 207 of the Immigra
tion and Nationality Act; 

"(II) an alien is granted asylum under section 
208 of such Act; 

"(Ill) an alien's deportation is withheld 
under section 243(h) of such Act; or 

"(JV) an alien is granted status as a Cuban 
and Haitian entrant (as defined in section 501(e) 
of the Refugee Education Assistance Act of 
1980). ". 

(c) STATUS OF CUBAN AND HAITIAN EN
TRANTS.-

(1) FEDERAL MEANS-TESTED PUBLIC BENE
FITS.-

(A) Section 403(b)(l) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (8 U.S.C. 1613(b)(l)) is amended by add
ing at the end the following new subparagraph: 

"(D) An alien who is a Cuban and Haitian 
entrant as defined in section 501 ( e) of the Ref
ugee Education Assistance Act of 1980. ". 

(B) Section 403 of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (8 U.S.C. 1613) is amended by striking sub
section ( d). 

(2) STATE PUBLIC BENEFITS.-Section 412(b)(l) 
of the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1622(b)(l)) is amended by adding at the end the 
fallowing new subparagraph: 

"(D) An alien who is a Cuban and Haitian 
entrant as defined in section 501(e) of the Ref
ugee Education Assistance Act of 1980 until 5 
years after the alien is granted such status.". 

(3) QUALIFIED ALJEN DEFINED.-Section 431(b) 
of the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1641(b)) is amended-

( A) in paragraph (5) by striking "or"; 
(B) in paragraph (6) by striking the period 

and inserting " · or''" and 
(C) by adding at' the end the fallowing new 

paragraph: 
"(7) an alien who is a Cuban and Haitian en

trant (as defined in section 501(e) of the Refugee 
Education Assistance Act of 1980) . ". 
SEC. 5303. EXCEPTIONS FOR CERTAIN INDIANS 

FROM LIMITATION ON ELIGIBILITY 
FOR SUPPLEMENTAL SECURITY IN
COME AND MEDICAID BENEFITS. 

(a) EXCEPTION FROM LIMITATION ON SS! ELl
GJBJLITY.- Section 402(a)(2) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1612(a)(2)) is amend
ed by adding at the end the following: 

"(G) SS! EXCEPTION FOR CERTAIN IND/ANS.
With respect to eligibility for benefits for the 
program defined in paragraph (3)( A) (relating to 
the supplemental security income program), sec
tion 401(a) and paragraph (1) shall not apply to 
any individual-

" (i) who is an American Indian born in Can
ada to whom the provisions of section 289 of the 
Immigration and Nationality Act (8 U.S.C. 1359) 
apply; or 

"(ii) who is a member of an Indian tribe (as 
defined in section 4(e) of the Indian Self-Deter
mination and Education Assistance Act (25 
U.S.C. 450b(e))). ". 

(b) EXCEPTJON FROM LIMITATION ON MEDICAJD 
ELJGIBILITY.-Section 402(b)(2) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1612(b)(2)) is amend
ed by inserting at the end the following: 

"(E) MEDICAID EXCEPTION FOR CERTAIN INDl
ANS.-With respect to eligibility for benefits for 
the program defined in paragraph (3)(C) (relat
ing to the medicaid program), section 401(a) and 
paragraph (1) shall not apply to any individual 
described in subsection (a)(2)(G). " . 

(c) SS! AND MEDICAJD EXCEPTIONS FROM LIMI
TATION ON ELIGIBILITY OF NEW ENTRANTS.-Sec
tion 403 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 (8 
U.S.C. 1613) is amended by adding after sub
section (c) the following new subsection: 

"(d) SS! AND MEDICAID BENEFITS FOR CER
TAIN lNDIANS.- Notwithstanding any other pro
vision of law , the limitations under section 
401(a) and subsection (a) shall not apply to an 
individual described in section 402(a)(2)(G), but 
only with respect to the programs specified in 
subsections (a)(3)(A) and (b)(3)(C) of section 
402.". 
SEC. 5304. EXEMPTION FROM RESTRICTION ON 

SUPPLEMENTAL SECURITY INCOME 
PROGRAM PARTICIPATION BY CER
TAIN RECIPIENTS ELIGIBLE ON THE 
BASIS OF VERY OLD APPLICATIONS. 

Section 402(a)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (8 U.S.C. 1612(a)(2)) is amended by add
ing at the end the following : 

"(H) SS/ EXCEPTJON FOR CERTAIN RECIPIENTS 
ON THE BASIS OF VERY OLD APPLJCATIONS.- With 
respect to eligibility for benefits for the program 
defined in paragraph (3)( A) (relating to the sup
plemental security income program), paragraph 
(1) shall not apply to any individual-

"(i) who is receiving benefits under such pro
gram for months after July 1996 on the basis of 
an application filed before January 1, 1979; and 

" (ii) with respect to whom the Commissioner 
of Social Security lacks clear and convincing 
evidence that such individual is an alien ineli
gible for such benefits as a result of the applica
tion of this section.". 
SEC. 5305. REINSTATEMENT OF ELIGIBILITY FOR 

BENEFITS. 

(a) FOOD STAMPS.-The Per.sonal Responsi
bility and Work Opportunity Reconciliation Act 

- of 1996 is amended by adding after section 435 
the fallowing new section: 
"SEC. 436. DERIVATIVE ELIGIBILITY FOR BENE· 

FITS. 

"Notwithstanding any other provision of law, 
an alien who under the provisions of this title is 
ineligible for benefits under the food stamp pro
gram (as defined in section 402(a)(3)(B)) shall 
not be eligible for such benefits because the 
alien receives benefits under the supplemental 
security income program (as defined in section 
402(a)(3)(A)). ". 

(b) MEDJCAID.-Section 402(b)(2) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1612(b)(2)) is 
amended by adding at the end the following: 

"( F) MEDICAID EXCEPT JON FOR ALIENS RECEIV
ING ss1.- An alien who is receiving benefits 
under the program defined in subsection 
(a)(3)(A) (relating to the supplemental security 
income program) shall be eligible for medical as
sistance under a State plan under title XIX of 
the Social Security Act (42 U.S.C. 1396 et seq.) 
under the same terms and conditions that apply 
to other recipients of benefits under the program 
defined in such subsection.". 

(C) CLERICAL AMENDMENT.-The table of sec
tions as contained in section 2 of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 is amended by adding after the 
item relating to section 435 the following : 

" Sec. 436. Derivative eligibility for benefits.". 
SEC. 5306. TREATMENT OF CERTAIN AMERASIAN 

IMMIGRANTS AS REFUGEES. 
(a) FOR PURPOSES OF SS/ AND FOOD 

STAMPS.-Section 402(a)(2)(A) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1612(a)(2)( A)) as 
amended by section 5302 is amended-

(1) in clause (i)-
( A) by striking "or" at the end of subclause 

(III); 
(B) by striking the period at the end of sub

clause (IV) and inserting ";or"; and 
(C) by adding at the end the following : 
"(V) an alien is admitted to the United States 

as an Amerasian immigrant pursuant to section 
584 of the Foreign Operations, Export Financ
ing, and Related Programs Appropriations Act, 
1988 (as contained in section 101(e) of Public 
Law 100-202 and amended by the 9th proviso 
under MIGRATION AND REFUGEE ASSISTANCE in 
title II of the Foreign Operations, ExPort Fi
nancing, and Related Programs Appropriations 
Act, 1989, Public Law 100-461, as amended)."; 
and 

(2) in clause (ii)-
( A) by striking "or" at the end of subclause 

(III); 
(B) by striking the period at the end of sub

clause (IV) and inserting ";or"; and 
(C) by adding at the end the following: 
"(V) an alien is admitted to the United States 

as an Amerasian immigrant as described in 
clause (i)(V). ". 
. (b) FOR PURPOSES OF TANF, SSBG, AND MED

ICAJD.-Section 402(b)(2)(A) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 · (8 U.S.C. 1612(b)(2)(A)) as 
amended by section 5302 is amended-

(1) in clause (i)-
( A) by striking "or" at the end of subclause 

(III); 
(B) by striking the period at the end of sub

clause (JV) and inserting ";or"; and 
(C) by adding at the end the following: 
"(V) an alien admitted to the United States as 

an Amerasian immigrant as described in sub
section (a)(2)(A)(i)(V) until 5 years after the 
date of such alien's entry into the United 
States."; and 

(2) in clause (ii)-
( A) by striking "or" at the end of subclause 

(III); 
(B) by stri king the period at the end of sub

clause (JV) and inserting ";or"; and 
(CJ by adding at the end the following : 
"(V) an alien admitted to the United States as 

an Amerasian immigrant as described in sub
section (a)(2)( A)(i)(V) until 5 years after the 
date of such alien's entry into the United 
States. " . 

(c) FOR PURPOSES OF EXCEPTION FROM 5-YEAR 
LIMITED ELIGIBILITY OF QUALIFJED ALIENS.
Section 403(b)(l) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (8 U.S.C. 1613(b)(l)) is amended by adding 
at the end the following : 

"(E) An alien admitted to the United States as 
an Amerasian immigrant as described in section 
402(a)(2)(A)(i)(V). ". 

(d) FOR PURPOSES OF CERTAIN STATE PRO
GRAMS.-Section 412(b)(l) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1622(b)(l)) is amend
ed by adding at the end the fallowing new sub
paragraph: 

" (E) An alien admitted to the United States as 
an Amerasian immigrant as described in section 
402(a)(2)( A)(i)(V). ". 
SEC. 5307. VERIFICATION OF ELIGIBILITY FOR 

STATE AND LOCAL PUBLIC BENE
FITS. 

(a) IN GENERAL.-The Personal Responsibility 
and Work Opportunity Reconciliation Act of 
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1996 is amended by adding after section 412 the 
fallowing new section: 

"SEC. 413. AUTHORIZATION FOR VERIFICATION 
OF EUGIBILITY FOR STATE AND 
LOCAL PUBUC BENEFITS. 

"A State or political subdivision of a State is 
authorized to require an applicant for State and 
local public benefits (as defined in section 
411(c)) to provide proof of eligibility.". 

(b) CLERICAL AMENDMENT.-The table of sec
tions as contained in section 2 of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 is amended by adding after the 
item relating to section 412 the following: 

"Sec. 413. Authorization for verification of eli
gibility for state and local public bene
fits.". 

SEC. 5308. EFFECTIVE DATE. 
Except as otherwise provided, the amendments 

made by this subtitle shall be ef!ective as if in
cluded in the enactment of title IV of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996. 

Subtitle E-Unemployment Compensation 
SEC. 5401. CLARIFYING PROVISION RELATING TO 

BASE PERIODS. 
(a) IN GENERAL.- No provision of a State law 

under which the base period for such State is 
defined or otherwise determined shall, for pur
poses of section 303(a)(l) of the Social Security 
Act (42 U.S.C. 503(a)(l)), be considered a provi
sion for a method of administration. 

(b) DEFINITIONs.-For purposes of this section, 
the terms "State law", "base period", and 
"State" shall have the meanings given them 
under section 205 of the Federal-State Extended 
Unemployment Compensation Act of 1970 (26 
U.S.C. 3304 note). 

(C) EFFECTIVE DATE.-This section shall apply 
for purposes of any period beginning before, on, 
or after the date of the enactment of this Act. 
SEC. 5402. INCREASE IN FEDERAL UNEMPLOY· 

MENT ACCOUNT CEIUNG. 
(a) IN GENERAL.-Section 902(a)(2) (42 u.s.c. 

1102(a)(2)) is amended by striking "0.25 percent" 
and inserting " 0.5 percent". 

(b) EFFECTIVE DATE.-This section and the 
amendment made by this section-

(1) shall take effect on October 1, 2001, and 
(2) shall apply to fiscal years beginning on or 

after that date. 
SEC. 5403. SPECIAL DISTRIBUTION TO STATES 

FROM UNEMPLOYMENT TRUST 
FUND. 

(a) IN GENERAL.-Subsection (a) of section 903 
(42 U.S.C. 1103(a)) is amended by adding at the 
end the fallowing new paragraph: 

"(3)(A) Notwithstanding any other provision 
of this section, for purposes of carrying out this 
subsection with respect to any excess amount 
(ref erred to in paragraph (1)) remaining in the 
employment security administration account as 
of the close of fiscal year 1999, 2000, or 2001, 

· such amount shall-
"(i) to the extent of any amounts not in excess 

of $100,000,000, be subject to subparagraph (B), 
and 

"(ii) to the extent of any amounts in excess of 
$100,000,000, be subject to subparagraph (C). 

"(B) Paragraphs (1) and (2) shall apply with 
respect to any amounts described in subpara
graph ( A)(i) , except that-

"(i) in carrying out the provisions of para
graph (2)(B) with respect to such amounts (to 
determine the portion of such amounts which is 
to be allocated to a State for a succeeding fiscal 
year), the ratio to be applied under such provi
sions shall be the same as the ratio that-

" (!) the amount of funds to be allocated to 
such State for such fiscal year pursuant to the 
base allocation formula under title Ill, bears to 

"(II) the total amount of funds to be allocated 
to all States for such fiscal year pursuant to the 
base allocation formula under title III, 

as determined by the Secretary of Labor, and 
" (ii) the amounts allocated to a State pursu

ant to this subparagraph shall be available to 
such State, subject to the last sentence of sub
section ( c)(2). 
Nothing in this paragraph shall preclude the 
application of subsection (b) with respect to any 
allocation determined under this subparagraph. 

" (C) Any amounts described in clause (ii) of 
subparagraph (A) (remaining in the employment 
security administration account as of the close 
of any fiscal year specified in such subpara
graph) shall, as of the beginning of the suc
ceeding fiscal year, accrue to the Federal unem
ployment account, without regard to the limit 
provided in section 902(a)." 

(b) CONFORMING AMENDMENT.-Paragraph (2) 
of section 903(c) of the Social Security Act is 
amended by adding at the end, as a flush left 
sentence, the fallowing: 
"Any amount allocated to a State under this 
section for fiscal year 2000, 2001, or 2002 may be 
used by such State only to pay expenses in
curred by it for the administration of its unem
ployment compensation law, and may be so used 
by it without regard to any of the conditions 
prescribed in any of the preceding provisions of 
this paragraph." 
SEC. 5404. INTEREST-FREE ADVANCES TO STATE 

ACCOUNTS IN UNEMPLOYMENT 
TRUST FUND RESTRICTED TO 
STATES WHICH MEET FUNDING 
GOALS. 

(a) IN GENERAL.-Paragraph (2) of section 
1202(b) (42 U.S.C. 1322(b)) is amended-

(1) by striking "and" at the end of subpara
graph (A), 

(2) by striking the period at the end of sub
paragraph (B) and inserting ",and", and 

(3) by adding at the end the fallowing new 
subparagraph: 

"(C) such State meets funding goals, estab
lished under regulations issued by the Secretary 
of Labor, relating to the accounts of the States 
in the Unemployment Trust Fund." 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall apply to calendar years be
ginning after the date of the enactment of this 
Act. 
SEC. 5405. EXEMPTION OF SERVICE PERFORMED 

BY ELECTION WORKERS FROM THE 
FEDERAL UNEMPLOYMENT TAX. 

(a) IN GENERAL.-Paragraph (3) of section 
3309(b) of the Internal Revenue Code of 1986 (re
lating to exemption for certain services) is 
amended-

(1) by striking "or" at the end of subpara
graph (D), 

(2) by adding "or" at the end of subpara
graph (E), and 

(3) by inserting after subparagraph (E) the 
following new subparagraph: 

"(F) as an election official or election worker 
if the amount of remuneration received by the 
individual during the calendar year for services 
as an election official or election worker is less 
than $1,000;". 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to serv
ice performed after the date of the enactment of 
this Act. 
SEC. 5406. TREATMENT OF CERTAIN SERVICES 

PERFORMED BY INMATES. 
(a) IN GENERAL.- Subsection (c) of section 

3306 of the Internal Revenue Code of 1986 (de
fining employment) is amended-

(1) by striking "or" at the end of paragraph 
(19), 

(2) by striking the period at the end of para
graph (20) and inserting ";or", and 

(3) by adding at the end the fallowing new 
paragraph: 

"(21) service performed by a person committed 
to a penal institution." 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to serv
ice performed after January 1, 1994. 
SEC. 5407. EXEMPTION OF SERVICE PERFORMED 

FOR AN ELEMENTARY OR SEC
ONDARY SCHOOL OPERATED PRI· 
MARILY FOR RELIGIOUS PURPOSES 
FROM THE FEDERAL UNEMPLOY· 
MENTTAX. 

(a) JN GENERAL.-Paragraph (1) of section 
3309(b) of the Internal Revenue Code of 1986 (re
lating to exemption for certain services) is 
amended-

(]) by striking "or" at the end of subpara
graph (A), and 

(2) by inserting before the semicolon at the 
end the following : ", or (C) an elementary or 
secondary school which is operated primarily 
for religious purposes, which is described in sec
tion 501(c)(3), and which is exempt from tax 
under section 50l(a)". 

(b) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to serv
ice performed after the date of the enactment of 
this Act. 
SEC. 5408. STATE PROGRAM INTEGRITY ACTIVI· 

TIES FOR UNEMPLOYMENT COM
PENSATION. 

Section 901(c) (42 U.S.C. 1101(c)) is amended 
by adding at the end the following new para
graph: 

"(5)(A) There are authorized to be appro
priated out of the employment security adminis
tration account to carry out program integrity 
activities, in addition to any amounts available 
under paragraph (1)( A)(i)-

"(i) $89,000,000 for fiscal year 1998; 
"(ii) $91,000,000 for fiscal year 1999; 
"(iii) $93,000,000 fiscal year 2000; 
" (iv) $96,000,000 for fiscal year 2001; and 
"(v) $98,000,000 for fiscal year 2002. 
"(B) In any fiscal year in which a State re

ceives funds appropriated pursuant to this para
graph, the State shall expend a proportion of 
the funds appropriated pursuant to paragraph 
(1)( A)(i) to carry out program integrity activities 
that is not less than the proportion of the funds 
appropriated under such paragraph that was 
expended by the State to carry out program in
tegrity activities in fiscal year 1997. 

"(C) For purposes of this paragraph, the term 
'program integrity activities' means initial 
claims review activities, eligibility review activi
ties, benefit payments control activities, and em
ployer liability auditing activities.". 

Subtitle F-Welfare Reform Technical 
Corrections 

CHAPTER 1-BLOCK GRANTS FOR TEM
PORARY ASSISTANCE TO NEEDY FAMI
LIES 

SEC. 5501. ELIGIBLE STATES; STATE PLAN. 
(a) LATER DEADLINE FOR SUBMISSION OF 

STATE PLANS.-Section 402(a) (42 u.s.c. 602(a)) 
is amended by striking ''2-year period imme
diately preceding" and inserting "27-month pe
riod ending with the close of the 1st quarter of". 

(b) CLARIFICATION OF SCOPE OF WORK PROVI
SIONS.-Section 402(a)(l)(A)(ii) (42 u.s.c. 
602(a)(l)(A)(ii)) is amended by inserting ", con
sistent with section 407(e)(2)" before the period. 

(c) CORRECTION OF CROSS-REFERENCE.- Sec
tion 402(a)(l)(A)(v) (42 U.S.C. 602(a)(l)(A)(v)) is 
amended by striking "403(a)(2)(B)" and insert
ing "403(a)(2)(C)(iii) ". 

(d) NOTIFICATION OF PLAN AMENDMENTS.
Section 402 (42 U.S.C. 602) is amended-

(1) by redesignating subsection (b) as sub
section (c) and inserting after subsection (a) the 
following: 

"(b) p LAN AMENDMENTS.-Within 30 days 
after a State amends a plan submitted pursuant 
to subsection (a), the State shall notify the Sec
retary of the amendment."; and 

(2) in subsection (c) (as so redesignated), by 
inserting "or plan amendment" after "plan". 
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SEC. 5502. GRANTS TO STATES. 

(a) BONUS FOR DECREASE IN ILLEGITIMACY 
MODIFIED TO TAKE ACCOUNT OF CERTAIN TER
RITORIES.-

(1) IN GENERAL.- Section 403(a)(2)(B) (42 
U.S.C. 603(a)(2)(B)) is amended to read as fol
lows: 

"(B) AMOUNT OF GRANT.-
"(i) IN GENERAL.- !/, for a bonus year, none 

of the eligible States is Guam, the Virgin Is
lands, or American Samoa, then the amount of 
the grant shall be-

"( I) $20,000,000 if there are 5 eligible States; or 
" (II) $25,000,000 if there are fewer than 5 eligi

ble States. 
"(ii) AMOUNT IF CERTAIN TERRITORIES ARE ELl

GIBLE.-lf, for a bonus year , Guam, the Virgin 
Islands, or American Samoa is an eligible State, 
then the amount of the grant shall be-

"(!) in the case of such a territory, 25 percent 
of the mandatory ceiling amount (as defined in 
section 1108(c)(4)) with respect to the territory; 
and 

"(II) in the case of a State that is not such a 
territory-

"(aa) if there are 5 eligible States other than 
such territories, $20,000,000, minus 1/s of the total 
amount of the grants payable under this para
graph to such territories for the bonus year; or 

"(bb) if there are fewer than 5 such eligible 
States, $25,000,000, or such lesser amount as may 
be necessary to ensure that the total amount of 
grants payable under this paragraph for the 
bonus year does not exceed $100,000,000. ". 

(2) CERTAIN TERRITORIES TO BE IGNORED IN 
RANKING OTHER STATES.-Section 
403(a)(2)(C)(i)(I)(aa) (42 U.S.C. 
603(a)(2)(C)(i)(J)(aa)) is amended by adding at 
the end the fallowing : " In the case of a State 
that is not a territory specified in subparagraph 
(B), the comparative magnitude of the decrease 
for the State shall be determined without regard 
to the magnitude of the corresponding decrease 
for any such territory.". 

(b) COMPUTATION OF BONUS BASED ON RATIOS 
OF OUT-OF- WEDLOCK BIRTHS TO ALL BIRTHS IN
STEAD OF NUMBERS OF OUT-OF-WEDLOCK 
BIRTHS.-Section 403(a)(2) (42 u.s.c. 603(a)(2)) 
is amended-

(1) in the paragraph heading, by inserting 
"RATIO " before the period; 

(2) in subparagraph (A), by striking all that 
follows "bonus year" and inserting a period; 
and 

(3) in subparagraph (C)
( A) in clause (i)-
(i) in subclause (I)(aa)-
(1) by striking "number of out-of-wedlock 

births that occurred in the State during'' and 
inserting "illegi timacy ratio of the State for"; 
and 

(II) by striking "number of such births that 
occurred during " and inserting "illegitimacy 
ratio of the State for"; and 

(ii) in subclause (II)(aa)-
(1) by striking " number of out-of-wedlock 

births that occurred in" each place such term 
appears and inserting " illegitimacy ratio of"; 
and 

(II) by striking "calculate the number of out
of-wedlock births" and inserting "calculate the 
illegitimacy ratio"; and 

(B) by adding at the end the following : 
"(iii) ILLEGITIMACY RATIO.-The term 'illegit

imacy ratio ' means, with respect to a State and 
a period-

"(!) the number of out-of-wedlock births to 
mothers residing in the State that occurred dur
ing the period; divided by 

"(II) the number of births to mothers residing 
in the State that occurred during the period.". 

(c) USE OF CALENDAR YEAR DATA INSTEAD OF 
FISCAL YEAR DATA IN CALCULATING BONUS FOR 
DECREASE IN ILLEGITIMACY RATIO.-Section 

403(a)(2)(C) (42 U.S.C. 603(a)(2)(C)) is amend
ed-

(1) in clause (i)-
( A) in subclause (I)(bb)-
(i) by striking "the fiscal year" and inserting 

" the calendar year for which the most recent 
data are available"; and 

(ii) by striking " fiscal year 1995" and insert
ing "calendar year 1995"; 

(B) in subclause (II), by striking "fiscal" each 
place such term appears and inserting ''cal
endar'" and 

(2) i-:i clause (ii), by striking " fiscal years" 
and inserting "calendar years". 

(d) CORRECTION OF HEADING.-Section 
403(a)(3)(C)(ii) (42 U.S.C. 603(a)(3)(C)(ii)) is 
amended in the heading by striking "1997" and 
inserting "1998". 

(e) CLARIFICATION OF CONTINGENCY FUND 
PROVISJON.-Section 403(b) (42 u.s.c. 603(b)) is 
amended-

(1) in. paragraph (6), by striking "(5)" and in
serting "(4)"; 

(2) by striking paragraph ( 4) and redesig
nating paragraphs (5) and (6) as paragraphs (4) 
and (5), respectively; and 

(3) by inserting after paragraph (5) the fol
lowing: 

"(6) ANNUAL RECONCILJATJON.-
" (A) IN GENERAL.-Notwithstanding para

graph (3) , if the Secretary makes a payment to 
a State under this subsection in a fiscal year, 
then the State shall remit to the Secretary, with
in 1 year after the end of the first subsequent 
period of 3 consecutive months for which the 
State is not a needy State, an amount equal to 
the amount (if any) by which-

"(i) the total amount paid to the State under 
paragraph (3) of this subsection in the fiscal 
year; exceeds 

"(ii) the product of-
"(!) the Federal medical assistance percentage 

for the State (as defined in section 1905(b). as 
such section was in effect on September 30, 
1995); 

"(II) the State 's reimbursable expenditures for 
the fiscal year; and 

" (III) 1/1 2 times the number of months during 
the fiscal year for which the Secretary made a 
payment to the State under such paragraph (3) . 

"(B) DEFINITIONS.-As used in subparagraph 
(A) : 

"(i) REIMBURSABLE EXPENDITURES.-The term 
'reimbursable expenditures ' means, with respect 
to a State and a fiscal year , the amount (if any) 
by which-

"(!) countable State expenditures for the fis
cal year; exceeds 

"(II) historic State expenditures (as defined in 
section 409(a)(7)(B)(iii)), excluding any amount 
expended by the State for child care under sub
section (g) or (i) of section 402 (as in effect dur
ing fiscal year 1994) for fiscal year 1994. 

"(ii) COUNTABLE STATE EXPENDITURES.-The 
term 'countable expenditures' means, with re
spect to a State and a fiscal year-

"(!) the qualified State expenditures (as de
fined in section 409(a)(7)(B)(i) (other than the 
expenditures described in subclause (l)(bb) of 
such section)) under the State program funded 
under this part for the fiscal year; plus 

"(II) any amount paid to the State under 
paragraph (3) during the fiscal year that is ex
pended by the State under the State program 
funded under this part.". 

(f) ADMINISTRATION OF CONTINGENCY FUND 
TRANSFERRED TO THE SECRETARY OF HHS.- Sec
tion 403(b)(7) (42 U.S.C. 603(b)(7)) is amended to 
read as fallows : 

" (7) STATE DEFINED.-As used in this sub
section, the term 'State' means each of the 50 
States and the District of Columbia.". 
SEC. 5503. USE OF GRANTS. 

Section 404(a)(2) (42 U.S.C. 604(a)(2)) is 
amended by inserting ", or (at the option of the 
State) August 21, 1996" before the period. 

SEC. 5504. MANDATORY WORK REQUIREMENTS. 
(a) FAMILY WITH A DISABLED PARENT NOT 

TREATED AS A 2-PARENT FAMILY.-Section 
407(b)(2) (42 U.S.C. 607(b)(2)) is amended by 
adding at the end the following: 

"(C) FAMILY WITH A DISABLED PAREN'J' NOT 
TREATED AS A 2-PARENT FAMILY.-A family that 
includes a disabled parent shall not be consid
ered a 2-parent family for purposes of sub
sections (a) and (b) of this section.". 

(b) CORRECTION OF HEADING.-Section 
407(b)(3) (42 U.S.C. 607(b)(3)) is amended in the 
heading by inserting "AND NOT RESULTING FROM 
CHANGES IN STATE ELIGIBILITY CRITERIA" before 
the period. 

(c) STATE OPTION To INCLUDE INDIVIDUALS 
RECEIVING ASSISTANCE UNDER A TRIBAL WORK 
PROGRAM IN PARTICIPATION RATE CALCULA
TION.-Section 407(b)(4) (42 U.S.C. 607(b)(4)) is 
amended-

(1) in the heading, by inserting "OR TRIBAL 
WORK PROGRAM" before the period; and 

(2) by inserting. "or under a tribal work pro
gram to which funds are provided under this 
part" before the period. 

(d) SHARING OF 35-HOUR WORK REQUIREMENT 
BETWEEN PARENTS IN 2-PARENT FAMIL/ES.- Sec
tion 407(c)(l)(B) (42 U.S.C. 607(c)(l)(B)) is 
amended-

(]) in clause (i)-
( A) by striking "is" and inserting "and the 

other parent in the family are"; and 
(B) by inserting "a total of" before "at least " ; 

and 
(2) in clause (ii)-
( A) by striking "individual's spouse is" and 

inserting "individual and the other parent in 
the family are": 

(B) by inserting " for a total of at least 55 
hours per week" before "during the month"; 

(C) by striking "20" and inserting "50"; and 
(D) by striking "or (7)" and inserting "(6). 

(7), (8), or (12)". 
(e) CLARIFICATION OF EFFORT REQUIRED IN 

WORK ACTIVITIES.-Section 407(c)(l)(B) (42 
U.S.C. 607(c)(l)(B)) is amended by striking 
''making progress'' each place such term ap
pears and inserting "participating". 

(f) ADDITIONAL CONDITION UNDER WHICH 12 
WEEKS OF ]OB SEARCH MAY COUNT AS WORK.
Section 407(c)(2)(A)(i) (42 U.S.C. 607(c)(2)(A)(i)) 
is amended by inserting "or the State is a needy 
State (within the meaning of section 403(b)(6))" 
after " United States". 

(g) CARETAKER RELATIVE OF CHILD UNDER 
AGE 6 DEEMED TO BE MEETING WORK REQUIRE
MENTS IF ENGAGED IN WORK FOR 20 HOURS PER 
WEEK.-Section 407(c)(2)(B) (42 u.s.c. 
607(c)(2)(B)) is amended-

(]) in the heading, by inserting "OR REL
ATIVE" after "PARENT" each place such term ap
pears; and 

(2) by striking "in a I-parent family who is 
the parent" and inserting "who is the only par
ent or caretaker relative in the family". 

(h) EXTENSION TO MARRIED TEENS OF RULE 
THAT RECEIPT OF SUFFICIENT EDUCATION IS 
ENOUGH TO MEET WORK PARTICIPATION RE
QUIREMENTS.-Section 407(c)(2)(C) (42 u.s.c. 
607(c)(2)(C)) is amended-

(]) in the heading . by striking "TEEN HEAD OF 
HOUSEHOLD" and inserting "SINGLE TEEN HEAD 
OF HOUSEHOLD OR MARRIED TEEN"; 

(2) by striking " a single" and inserting "mar
ried or a " ; and 

(3) by striking ", subject to subparagraph (D) 
of this paragraph,". 

(i) CLARIFICATION OF NUMBER OF HOURS OF 
PARTICIPATION IN EDUCATION DIRECTLY RE
LATED TO EMPLOYMENT THAT ARE REQUIRED IN 
ORDER FOR SINGLE TEEN HEAD OF HOUSEHOLD 
OR MARRIED TEEN To BE DEEMED To BE EN
GAGED IN WORK.-Section 407(c)(2)(C)(ii) (42 
U.S.C. 607(c)(2)(C)(ii)) is amended by striking 



16334 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
"at least" and all that fallows through "sub
section" and inserting "an average of at least 20 
hours per week during the month". 

(j) CLARIFICATION OF REFUSAL TO WORK FOR 
PURPOSES OF WORK PENALTIES FOR INDIVID
UALS.-Section 407(e)(2) (42 U.S.C. 607(e)(2)) is 
amended by striking "work" and inserting "en
gage in work required in accordance with this 
section'' . 
SEC. 5505. PROHIBITIONS; REQUIREMENTS. 

(a) ELIMINATION OF REDUNDANT LANGUAGE; 
CLARIFICATION OF HOME RESIDENCE REQUJRE
MENT.-Section 408(a)(l) (42 U.S.C. 608(a)(l)) is 
amended to read as fallows: 

"(1) NO ASSISTANCE FOR FAMILIES WITHOUT A 
MINOR CHILD.-A State to which a grant is made 
under section 403 shall not use any part of the 
grant to provide assistance to a family, unless 
the family includes a minor child who resides 
with the family (consistent with paragraph (10)) 
or a pregnant individual.". 

(b) CLARIFICATION OF TERMINOLOGY.-Section 
408(a)(3) (42 U.S.C. 608(a)(3)) is amended-

(1) by striking "leaves" the 1st, 3rd, and 4th 
places such term appears and inserting ''ceases 
to receive assistance under"; and 

(2) by striking "the date the family leaves the 
program'' the 2nd place such term appears and 
inserting "such date". 

(c) ELIMINATION OF SPACE.-Section 
408(a)(5)(A)(ii) (42 U.S.C. 608(a)(5)(A)(ii)) is 
amended by striking "DESCRIBED.- For" and 
inserting "DESCRIBED.- For " . 

(d) CORRECTIONS TO 5-YEAR LIMIT ON ASSIST
ANCE.-

(1) CLARIFICATION OF LIMITATION ON HARDSHIP 
EXEMPTION.-Section 408(a)(7)(C)(ii) (42 u.s.c. 
608(a)(7)(C)(ii)) is amended-

( A) by striking "The number" and inserting 
"The average monthly number"; and 

(B) by inserting "during the fiscal year or the 
immediately preceding fiscal year (but not both), 
as the State may elect" before the period. 

(2) RESIDENCE EXCEPTION MADE MORE UNI
FORM AND EASIER TO ADMINISTER.-Section 
408(a)(7)(D) (42 U.S.C. 608(a)(7)(D)) is amended 
to read as fallows: 

"(D) DISREGARD OF MONTHS OF ASSTSTANCE 
RECEIVED BY ADULT WHILE LIVING IN INDIAN 
COUNTRY OR AN ALASKAN NATIVE VILLAGE WITH 
50 PERCENT UNEMPLOYMENT.-

"(i) IN GENERAL.-ln determining the number 
of months for which an adult has received as
sistance under a State or tribal program funded 
under this part, the State or tribe shall dis
regard any month during which the adult lived 
in Indian country or an Alaskan Native village 
if the most reliable data available with respect 
to the month (or a period including the month) 
indicate that at least 50 percent of the adults 
living in Indian country or in the village were 
not employed. 

"(ii) IND/AN COUNTRY DEFINED.-As used in 
clause (i), the term 'Indian country' has the 
meaning given such term in section 1151 of title 
18, United States Code.". 

(e) RETNSTATEMENT OF DEEMING AND OTHER 
RULES APPLICABLE TO ALIENS WHO ENTERED 
THE UNITED STATES UNDER AFFIDAVITS OF SUP
PORT FORMERLY USED.-Section 408 (42 u.s.c. 
608), as amended by section 5001(h)(l) of this 
Act., is amended by striking subsection (e) and 
inserting the fallowing: 

"(e) SPECIAL RULES RELATING TO TREATMENT 
OF CERTAIN ALIENS.-For special rules relating 
to the treatment of certain aliens, see title IV of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996. 

"(f) SPECIAL RULES RELATING TO THE TREAT
MENT OF NON-213A ALIENS.-The following rules 
shall apply if a State elects to take the income 
or resources of any sponsor of a non-213A alien 
into account in determining whether the alien is 
eligible for assistance under the State program 

funded under this part, or in determining the 
amount or types of such assistance to be pro
vided to the alien: 

"(1) DEEMING OF SPONSOR'S INCOME AND RE
SOURCES.-For a period of 3 years after a non-
213A alien enters the United States: 

" (A) INCOME DEEMING RULE.-The income of 
any sponsor of the alien and of any spouse of 
the sponsor is deemed to be income of the alien, 
to the extent that the total amount of the in
come exceeds the sum of-

"(i) the lesser of- · 
"(!) 20 percent of the total of any amounts re

ceived by the sponsor or any such spouse in the 
month as wages or salary or as net earnings 
from self-employment, plus the full amount of 
any costs incurred by the sponsor and any such 
spouse in producing self-employment income in 
such month; or 

"(JI) $175; 
"(ii) the cash needs standard established by 

the State for purposes of determining eligibility 
for assistance under the State program funded 
under this part for a family of the same size and 
composition as the sponsor and any other indi
viduals living in the same household as the 
sponsor who are claimed by the sponsor as de
pendents for purposes of determining the spon
sor's Federal personal income tax liability but 
whose needs are not taken into account in de
termining whether the sponsor's family has met 
the cash needs standard; 

"(iii) any amounts paid by the sponsor or any 
such spouse to individuals not living in the 
household who are claimed by the sponsor as 
dependents for purposes of determining the 
sponsor's Federal personal income tax liability; 
and 

"(iv) any payments of alimony or child sup
port with respect to individuals not living in the 
household. 

"(B) RESOURCE DEEMING RULE.-The resources 
of a sponsor of the alien and of any spouse of 
the sponsor are deemed to be resources of the 
alien to the extent that the aggregate value of 
the resources exceeds $1,500. 

"(C) SPONSORS OF MULTIPLE NON-213A 
ALIENS.-!! a person is a sponsor of 2 or more 
non-213A aliens who are living in the same 
home, the income and resources of the sponsor 
and any spouse of the sponsor that would be 
deemed income and resources of any such alien 
under subparagraph (A) shall be divided into a 
number of equal shares equal to the number of 
such aliens, and the State shall deem the income 
and resources of each such alien to include 1 
such share. 

"(2) INELIGIBILITY OF NON-213A ALIENS SPON
SORED BY AGENCIES; EXCEPTION.-A non-213A 
alien whose sponsor is or was a public or private 
agency shall be ineligible for assistance under a 
State program funded under this part, during a 
period of 3 years after the alien enters the 
United States, unless the State agency admin
istering the program determines that the sponsor 
either no longer exists or has become unable to 
meet the alien's needs. 

"(3) I NFORMATION PROVISIONS.-
"(A) DUTIES OF NON-213A ALIENS.-A non-213A 

alien, as a condition of eligibility for assistance 
under a State program funded under this part 
during the period of 3 years after the alien en
ters the United States, shall be required to pro
vide to the State agency administering the pro
gram-

"(i) such information and documentation with 
respect to the alien's sponsor as may be nec
essary in order for the State agency to make any 
determination required under this subsection, 
and to obtain any cooperation from the sponsor 
necessary for any such determination; and 

"(ii) such information and documentation as 
the State agency may request and which the 
alien or the alien's sponsor provided in support 
of the alien 's immigration application. 

"(B) DUTIES OF FEDERAL AGENCIES.-The Sec
retary shall enter into agreements with the Sec
retary of State and the Attorney General under 
which any information available to them and 
required in order to make any determination 
under this subsection will be provided by them 
to the Secretary (who may, in turn, make the in
formation available, upon request, to a con
cerned State agency). 

"(4) NON-213A ALIEN DEFINED.- An alien is a 
non-213A alien for purposes of this subsection if 
the affidavit of support or similar agreement 
with respect to the alien that was executed by 
the sponsor of the alien's entry into the United 
States was executed other than pursuant to sec
tion 213A of the Immigration and Nationality 
Act. 

"(5) INAPPLICABILITY TO ALIEN MINOR SPON
SORED BY A PARENT.-This subsection shall not 
apply to an alien who is a minor child if the 
sponsor of the alien or any spouse of the spon
sor is a parent of the alien. 

"(6) INAPPLICABILITY TO CERTAIN CATEGORIES 
OF ALIENS.-This subsection shall not apply to · 
an alien who is- . 

"(A) admitted to the United States as a ref
ugee under section 207 of the Immigration and 
Nationality Act; 

"(B) paroled into the United States under sec
tion 212(d)(5) of such Act for a period of at least 
1 year; or 

"(C) granted political asylum by the Attorney 
General under section 208 of such Act.". 
SEC. 5506. PENALTIES. 

(a) STATES GIVEN MORE TTME To FILE QUAR
TERLY REPORTS.-Section 409(a)(2)(A) (42 u.s.c. 
609(a)(2)(A)) is amended by striking "1 month" 
and inserting "45 days". 

(b) TREATMENT OF SUPPORT PAYMENTS PASSED 
THROUGH TO FAMILIES AS QUALIFTED STATE Ex
PENDITURES.-Section 409(a)(7)(B)(i)( l)(aa) (42 
U.S.C. 609(a)(7)(B)(i)(l)(aa)) is amended by in
serting ", including any amount collected by the 
State as support pursuant to a plan approved 
under part D, on behalf of a family receiving as
sistance under the State program funded under 
this part, that is distributed to the family under 
section 457(a)(l)(B) and disregarded in deter
mining the eligibility of the family for, and the 
amount of, such assistance" before the period. 

(c) DISREGARD OF EXPENDITURES MADE TO 
REPLACE PENALTY GRANT REDUCTIONS.- Section 
409(a)(7)(B)(i) (42 U.S.C. 609(a)(7)(B)(i)) is 
amended by redesignating subclause (Ill) as 
subclause (IV) and by inserting after subclause 
(II) the following: 

"(Ill) EXCLUSION OF AMOUNTS EXPENDED TO 
REPLACE PENALTY GRANT REDUCTTONS.-Such 
term does not include any amount expended in 
order to comply with paragraph (12). ". 

(d) TREATMENT OF FAMILIES OF CERTAIN 
ALIENS AS ELIGIBLE F AMILJES.- Section 
409(a)(7)(B)(i)(IV) (42 U.S.C. 
609(a)(7)(B)(i)(IV)), as so redesignated by sub
section (c) of this section, is amended-

(1) by striking "and families" and inserting 
''families''; and 

(2) by striking "Act or section 402" and insert
ing "Act, and families of aliens lawfully present 
in the United States that would be eligible for 
such assistance but for the application of title 
IV". 

(e) ELIMINATION OF MEANINGLESS LAN
GUAGE.-Section 409(a)(7)(B)(ii) (42 u.s.c. 
609(a)(7)(B)(ii)) is amended by striking "reduced 
(if appropriate) in accordance with subpara
graph (C)(ii)". 

(f) CLARIFICATION OF SOURCE OF DATA TO BE 
USED IN DETERMINING HISTORIC STATE EXPENDI
TURES.-Section 409(a)(7)(B) (42 u.s.c. 
609(a)(7)(B)) is amended by adding at the end 
the following: 

"(v) SOURCE OF DATA.-ln determining ex
penditures by a State for fiscal years 1994 and 
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1995, the Secretary shall use information which 
was reported by the State on ACF Form 231 or 
(in the case of expenditures under part F) ACF 
Form 331, available as of the dates specified in 
clauses (ii) and (iii) of section 403(a)(l)(D). ''. 

(g) CONFORMING TITLE JV-A PENALTIES TO 
TITLE IV-D PERFORMANCE-BASED STANDARDS.
Section 409(a)(8) (42 U.S.C. 609(a)(8)) is amend
ed to read as follows: 

"(8) NONCOMPLIANCE OF STATE CHILD SUPPORT 
ENFORCEMENT PROGRAM WITH REQUIREMENTS OF 
PART D.-

" (A) IN GENERAL.-!! the Secretary finds, with 
respect to a State's program under part D , in a 
fiscal year beginning on or after October 1, 
1997-

"(i)(l) on the basis of data submitted by a 
State pursuant to section 454(15)(B), or on the 
basis of the results of a review conducted under 
section 452(a)(4), that the State program failed 
to achieve the paternity establishment percent
ages (as defined in section 452(g)(2)), or to meet 
other performance measures that may be estab
lished by the Secretary; 

"(II) on the basis of the results of an audit or 
audits conducted under section 452(a)(4)(C)(i) 
that the State data submitted pursuant to sec
tion 454(15)(B) is incomplete or unreliable; or 

" (Ill) on the basis of the results of an audit 
or audits conducted under section 452(a)(4)(C) 
that a State failed to substantially comply with 
1 or more of the requirements of part D; and 

"(ii) that, with respect to the succeeding fiscal 
year-

"( I) the State failed to take sufficient correc
tive action to achieve the appropriate perform
ance levels or compliance as described in sub
paragraph (A)(i); or 

"(II) the data submitted by the State pursuant 
to section 454(15)(B) is incomplete or unreliable; 
the amounts otherwise payable to the State 
under this part for quarters following the end of 
such succeeding fiscal year, prior to quarters 
fallowing the end of the first quarter throughout 
which the State program has achieved the pa
ternity establishment percentages or other per
formance measures as described in subpara
graph (A)(i)(l), or is in substantial compliance 
with 1 or more of the requirements of part D as 
described in subparagraph (A)(i)(lll), as appro
priate, shall be reduced by the percentage speci
fied in subparagraph (B) . 

"(B) AMOUNT OF REDUCTIONS.-The reduc
tions required under subparagraph (A) shall 
be-

" ( i) not less than 1 nor more than 2 percent; 
"(ii) not less than 2 nor more than 3 percent, 

if the finding is the 2nd consecutive finding 
made pursuant to subparagraph (A) ; or 

" (iii) not less than 3 nor more than 5 percent, 
if the finding is the 3rd or a subsequent con
secutive such finding. 

" (C) DISREGARD OF NONCOMPLIANCE WHICH IS 
OF A TECHNICAL NATURE.-For purposes of this 
section and section 452( a)( 4), a State determined 
as a result of an audit-

"(i) to have failed to have substantially com
plied with 1 or more of the requirements of part 
D shall be determined to have achieved substan
tial compliance only if the Secretary determines 
that the extent of the noncompliance is of a 
technical nature which does not adversely affect 
the performance of the State's program under 
part D; or 

"(ii) to have submitted incomplete or unreli
able data pursuant to section 454(15)(B) shall be 
determined to have submitted adequate data 
only if the Secretary determines that the extent 
of the incompleteness or unreliability of the 
data is of a technical nature which does not ad
versely affect the determination of the level of 
the State's paternity establishment percentages 
(as defined under section 452(g)(2)) or other per
! ormance measures that may be established by 
the Secretary. ". 

(h) CORRECTION OF REFERENCE TO 5-YEAR 
LIMIT ON ASSJSTANCE.-Section 409(a)(9) (42 
U.S.C. 609(a)(9)) is amended by striking 
"408(a)(l)(B)" and inserting "408(a)(7)". 

(i) CORRECTION OF ERRORS IN PENALTY FOR 
FAILURE TO MEET MAINTENANCE OF EFFORT RE
QUIREMENT APPLICABLE TO THE CONTINGENCY 
FUND.-Section 409(a)(JO) (42 U.S.C. 609(a)(10)) 
is amended-

(]) by striking "the expenditures under the 
State program funded under this part for the 
fiscal year (excluding any amounts made avail
able by the Federal Government)" and inserting 
"the qualified State expenditures (as defined in 
paragraph (7)(B)(i) (other than the expenditures 
described in subclause (l)(bb) of that para
graph)) under the State program funded under 
this part for the fiscal year"; 

(2) by inserting "excluding any amount ex
pended by the State for child care under sub
section (g) or (i) of section 402 (as in effect dur
ing fiscal year 1994) for fiscal year 1994," after 
"(as defined in paragraph (7)(B)(iii) of this sub
section),"; and 

(3) by inserting " that the State has not remit
ted under section 403(b)(6)" before the period. 

(j) PENALTY FOR STATE FAILURE TO EXPEND 
ADDITIONAL STATE FUNDS TO REPLACE GRANT 
REDUCTIONS.- Section 409(a)(12) (42 U.S.C. 
609(a)(12)) is amended-

(1) in the heading-
( A) by striking "FAILURE" and inserting " RE

QUIREMENT"; and 
(B) by striking "REDUCTIONS" and inserting 

"REDUCTIONS; PENALTY FOR FAILURE TO DO so"; 
and 

(2) by adding at the end the following : "If the 
State fails during such succeeding fiscal year to 
make the expenditure required by the preceding 
sentence from its own funds, the Secretary may 
reduce the grant payable to the State under sec
tion 403(a)(1) for the fiscal year that follows 
such succeeding fiscal year by an amount equal 
to the sum of-

'' ( A) not more than 2 percent of the State fam
ily assistance grant; and 

"(B) the amount of the expenditure required 
by the preceding sentence.". 

(k) ELIMINATION OF CERTAIN REASONABLE 
CAUSE EXCEPTIONS.-Section 409(b)(2) (42 u.s.c. 
609(b)(2)) is amended by striking "(7) or (8)" 
and inserting "(6) , (7), (8) , (10), or (12)". 

(l) CLARIFICATION OF WHAT IT MEANS TO 
CORRECT A VIOLATION.-Section 409(c) (42 
U.S.C. 609(c)) is amended-

(1) in each of subparagraphs (A) and (B) of 
paragraph (1), by inserting "or discontinue, as 
appropriate," after " correct"; 

(2) in paragraph (2)-
( A) in the heading, by inserting "OR DIS

CONTINUING" after "CORRECTING " ; and 
(B) by inserting "or discontinues, as appro

priate" after " corrects"; and 
(3) in paragraph (3)-
( A) in the heading, by inserting "OR DIS

CONTINUE" after "CORRECT" ; and 
(B) by inserting "or discontinue, as appro

priate," before "the violation". 
(m) CERTAIN PENALTIES NOT AVOIDABLE 

THROUGH CORRECTIVE COMPLIANCE PLANS.
Section 409(c)(4) (42 U.S.C. 609(c)(4)) is amended 
to read as follows: 

"(4) INAPPLICABILITY TO CERTAIN PENALTIES.
This subsection shall not apply to the imposition 
of a penalty against a State under paragraph 
(6) , (7), (8), (10) , or (12) of subsection (a).". 

(n) FAILURE TO SATISFY MINIMUM PARTICIPA
TION RATES.- Section 409(a)(3) (42 u.s.c. 
609(a)(3)) is amended-

(1) in subparagraph (A), by striking " not more 
than"; and 

(2) in subparagraph (C) , by inserting before 
the period the following: "or if the noncompli
ance is due to extraordinary circumstances such 

as a natural disaster or regional recession. The 
Secretary shall provide a written report to Con
gress to justify any waiver or penalty reduction 
due to such extraordinary circumstances". 
SEC. 5507. DATA COLLECTION AND REPORTING. 

Section 411(a) (42 U.S.C. 611(a)) is amended
(]) in paragraph (1)-
( A) in subparagraph (A)-
(i) by striking clause (ii) and inserting the f al

lowing: 
"(ii) Whether a child receiving such assistance 

or an adult in the family is receiving-
"( I) Federal disability insurance benefits; 
"(JI) benefits based on Federal disability sta

tus; 
"(Ill) aid under a State plan approved under 

title XIV (as in effect without regard to the 
amendment made by section 301 of the Social Se
curity Amendments of 1972)); 

"(IV) aid or assistance under a State plan ap
proved under title XVI (as in effect without re
gard to such amendment) by reason of being 
permanently and totally disabled; or 

"(V) supplemental security income benefits 
under title XVI (as in effect pursuant to such 
amendment) by reason of disability."; 

(ii) in clause (iv) , by striking "youngest child 
in" and inserting "head of"; 

(iii) in each of clauses (vii) and (viii), by strik
ing "status" and inserting "level."; and 

(iv) by adding at the end the fallowing: 
"(xvii) With respect to each individual in the 

family who has not attained 20 years of age, 
whether the individual is a parent of a child in 
the family."; and 

(B) in subparagraph (B)-
(i) in the heading, by striking "ESTIMATES" 

and inserting " SAMPLES"; and 
(ii) in clause (i), by striking " an estimate 

which is obtained" and inserting 
"disaggregated case record information on a 
sample of families selected"; and 

(2) by redesignating paragraph (6) as para
graph (7) and inserting after paragraph (5) the 
following: 

" (6) REPORT ON FAMILIES RECEIVING ASSIST
ANCE.-The report required by paragraph (1) for 
a fiscal quarter shall include for each month in 
the quarter-

"( A) the number of families and individuals 
receiving assistance under the State program 
funded under this part (including the number of 
2-parent and 1-parent families); and 

"(B) the total dollar value of such assistance 
received by all families." . 
SEC. 5508. DIRECT FUNDING AND ADMINISTRA· 

TION BY INDIAN TRIBES. 
(a) PRORATING OF TRIBAL FAMILY ASSISTANCE 

GRANTS.-Section 412(a)(l)(A) (42 u.s.c. 
612(a)(l)(A)) is amended by inserting "which 
shall be reduced for a fiscal year, on a pro rata 
basis for each quarter, in the case of a tribal 
family assistance plan approved during a fiscal 
year for which the plan is to be in effect, '' be
fore "and shall". 

(b) TRIBAL OPTION TO OPERATE WORK ACTIVI
TIES PROGRAM.-Section 412(a)(2)(A) (42 u.s.c. 
612(a)(2)(A)) is amended by striking "The Sec
retary" and all that follows through "2002" and 
inserting "For each of fiscal years 1997, 1998, 
1999, 2000, 2001, and 2002, the Secretary shall 
pay to each eligible Indian tribe that proposes to 
operate a program described in subparagraph 
(C)''. 

(C) DISCRETION OF TRIBES TO SELECT POPU
LATION TO BE SERVED BY TRIBAL WORK ACTIVI
TIES PROGRAM.-Section 412(a)(2)(C) (42 u.s.c. 
612(a)(2)(C)) is amended by striking "members of 
the Indian tribe" and inserting "such popu
lation and such service area or areas as the 
tribe specifies''. 

(d) REDUCTION OF APPROPRIATION FOR TRIBAL 
WORK ACTIVITIES PROGRAMS.-Section 
412(a)(2)(D) (42 U.S.C. 612(a)(2)(D)) is amended 
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by striking "$7,638,474" and inserting 
"$7,633,287". 

(e) AVAILABILITY OF CORRECTIVE COMPLIANCE 
PLANS TO INDIAN TRJBES.-Section 412(!)(1) (42 
U.S.C. 612(f)(l)) is amended by striking ·'and 
(b)" and inserting "(b), and (c)". 

(f) ELIGIBILITY OF TRIBES FOR FEDERAL LOANS 
FOR WELFARE PROGRAMS.- Section 412 (42 
U.S.C. 612) is amended by redesignating sub
sections (f), (g), and (h) as subsections (g), (h), 
and (i), respectively, and by inserting after sub
section (e) the following: 

"(f) ELIGIBILITY FOR FEDERAL LOANS.-Sec
tion 406 shall apply to an Indian tribe with an 
approved tribal assistance plan in the same 
manner as such section applies to a State, ex
cept that section 406(c) shall be applied by sub
stituting 'section 412( a)' for 'section 403( a)'.". 
SEC. 5509. RESEARCH, EVALUATIONS, AND NA-

TIONAL STUDIES. 
(a) RESEARCH.-
(1) METHODS.-Section 413(a) (42 u.s.c. 

613(a)) is amended by inserting ", directly or 
through grants, contracts, or interagency agree
ments," before "shall conduct". 

(2) CORRECTION OF CROSS REFERENCE.-Sec
tion 413(a) (42 U.S.C. 613(a)) is amended by 
striking "409" and inserting "407" . 

(b) CORRECTION OF ERRONEOUSLY INDENTED 
PARAGRAPH.-Section 413(e)(l) (42 u.s.c. 
613(e)(l)) is amended to read as follows: 

"(1) IN GENERAL.-The Secretary shall annu
ally rank States to which grants are made under 
section 403 based on the fallowing ranking f ac
tors: 

"(A) ABSOLUTE OUT-OF-WEDLOCK RATIOS.
The ratio represented by-

"(i) the total number of out-of-wedlock births 
in families receiving assistance under the State 
program under this part in the State for the 
most recent year for which information is avail
able; over 

"(ii) the total number of births in families re
ceiving assistance under the State program 
under this part in the State for the year. 

"(B) NET CHANGES IN THE OUT-OF-WEDLOCK 
RATIO.-The difference between the ratio de
scribed in subparagraph (A) with respect to a 
State for the most recent year for which such in
formation is available and the ratio with respect 
to the State for the immediately preceding 
year.". 

(c) FUNDING OF PRIOR AUTHORIZED DEM
ONSTRATIONS.-Section 413(h)(l)(D) (42 U.S.C. 
613(h)(l)(D)) is amended by striking "September 
30, 1995" and inserting "August 22, 1996". 

(d) CHILD POVERTY REPORTS.-
(1) DELAYED DUE DATE FOR INITIAL REPORT.

Section 413(i)(1) (42 U.S.C. 613(i)(l)) is amended 
by striking "90 days after the date of the enact
ment of this part" and inserting "May 31, 
1998". 

(2) MODIFICATION OF FACTORS TO BE USED IN 
ESTABLISHING METHODOLOGY FOR USE IN DETER
MINING CHILD POVERTY RATES.-Section 413(i)(5) 
(42 U.S.C. 613(i)(5)) is amended by striking "the 
county-by-county" and inserting ", to the ex
tent available, county-by-county". 
SEC. 5510. REPORT ON DATA PROCESSING. 

Section 106(a)(l) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (Public Law 104-193; 110 Stat. 2164) is 
amended by striking "(whether in effect before 
or after October 1, 1995)". 
SEC. 5511. STUDY ON ALTERNATIVE OUTCOMES 

MEASURES. 
Section 107(a) of the Personal Responsibility 

and Work Opportunity Reconciliation Act of 
1996 (Publ'ic Law 104-193; 110 Stat. 2164) is 
amended by striking "409(a)(7)(C)" and insert
ing "408(a)(7)(C)". 
SEC. 5512. LIMITATION ON PAYMENTS TO THE 

TERRITORIES. 
(a) CERTAIN PAYMENTS To BE DISREGARDED IN 

DETERMINING LIMITATION.-Section 1108(a) (42 
U.S.C. 1308) is amended to read as follows: 

"(a) LIMITATION ON TOTAL PAYMENTS TO 
EACH TERRITORY.-

"(1) IN GENERAL.-Notwithstanding any other 
provision of this Act (except for paragraph (2) of 
this subsection), the total amount certified by 
the Secretary of Health and Human Services 
under titles I, X, XIV, and XVI, under parts A 
and E of title IV, and under subsection (b) of 
this section, for payment to any territory for · a 
fiscal year shall not exceed the ceiling amount 
for the territory for the fiscal year. 

"(2) CERTAIN PAYMENTS DISREGARDED.-Para
graph (1) of this subsection shall be applied 
without regard to any payment made under sec
tion 403(a)(2), 403(a)(4), 406, or 413(!).". 

(b) CERTAIN CHILD CARE AND SOCIAL SERVICES 
EXPENDITURES BY TERRITORIES TREATED AS IV
A EXPENDITURES FOR PURPOSES OF MATCHING 
GRANT.-Section 1108(b)(l)(A) (42 u.s.c. 
1308(b)(l)(A)) is amended by inserting ", includ
ing any amount paid to the State under part A 
of title IV that is trans! erred in accordance with 
section 404(d) and expended under the program 
to which transferred" before the semicolon. 

(C) ELIMINATION OF DUPLICATIVE MAINTE
NANCE OF EFFORT REQUJREMENT.-Section 1108 
(42 U.S.C. 1308) is amended by striking sub
section ( e). 
SEC. 5513. CONFORMING AMENDMENTS TO THE 

SOCIAL SECURITY ACT. 
(a) AMENDMENTS TO PART D OF TITLE IV.
(1) CORRECTIONS TO DETERMINATION OF PA

TERNITY ESTABLISHMENT PERCENTAGES.-Section 
452 (42 U.S.C. 652) is amended-

( A) in subsection (d)(3)(A), by striking all that 
fallows "for purposes of" and inserting "section 
409(a)(8), to achieve the paternity establishment 
percentages (as defined under section 452(g)(2)) 
and other performance measures that may be es
tablished by the Secretary, and to submit data 
under section 454(15)(B) that is complete and re
liable, and to substantially comply with the re
quirements of this part; and"; and 

(B) in subsection (g)(l), by striking "section 
403(h)" and inserting "section 409(a)(8)". 

(2) ELIMINATION OF OBSOLETE LANGUAGE.
Section 108(c)(8)(C) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (Public Law 104-193; 110 Stat. 2165) is 
amended by inserting "and all that follows 
through 'the best interests of such child to do 
so'" before "and inserting". 

(3) INSERTION OF LANGUAGE INADVERTENTLY 
OMITTED.-Section 108(c)(13) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104-193; 110 Stat. 
2166) is amended by inserting "and inserting 
'pursuant to section 408(a)(3)'" before the pe
riod. 

(4) ELIMINATION OF OBSOLETE CROSS REF
ERENCE.-Section 464(a)(l) (42 u.s.c. 664(a)(l)) 
is amended by striking "section 402(a)(26)" and 
inserting "section 408(a)(3)". 

(b) AMENDMENTS TO PART E OF TITLE IV.
Each of the following is amended by striking 
"June 1, 1995" each place such term appears 
and inserting "July 16, 1996": 

(1) Section 472(a) (42 U.S.C. 672(a)). 
(2) Section 472(h) (42 U.S.C. 672(h)). 
(3) Section 473(a)(2) (42 U.S.C. 673(a)(2)). 
(4) Section 473(b) (42 U.S.C. ·673(b)). 

SEC. 5514. OTHER CONFORMING AMENDMENTS. 
(a) ELIMINATION OF AMENDMENTS INCLUDED 

INADVERTENTLY.-Section 110(1) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104-193; 110 Stat. 
2173) is amended-

(1) by striking paragraphs (1), (4), (5), and (7); 
(2) by redesignating paragraphs (2), (3), (6), 

and (8) as paragraphs (1), (2) , (3), and (4), re
spectively; and 

(3) by adding "and" at the end of paragraph 
(3), as so redesignated. 

(b) CORRECTION OF CITATION.- Section 109(!) 
of the Personal Responsibility and Work Oppor-

tunity Reconciliation Act of 1996 (Public Law 
104- 193; 110 Stat. 2177) is amended by striking 
"93-186" and inserting "93-86". 

(c) CORRECTION OF I NTERNAL CROSS REF
ERENCE.-Section 103(a)(l) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104-193; 110 Stat. 
2112) is amended by striking "603(b)(2)" and in
serting "603(b )". 

(d) CORRECTION OF REFERENCES.-Section 416 
(42 U.S.C. 616) is amended by striking "amend
ment made by section 2103 of the Personal Re
sponsibility and Work Opportunity" and insert
ing "amendments made by section 103 of the 
Personal Responsibility and Work Opportunity 
Reconciliation' ' . 
SEC. 5515. MODIFICATIONS TO THE JOB OPPOR

TUNITIES FOR CERTAIN LOW-IN
COME INDIVIDUALS PROGRAM. 

Section 112(5) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (Public Law 104-193; 110 Stat. 2177) is 
amended in each of subparagraphs (A) and (B) 
by inserting "under" after "funded". 
SEC. 5516. DENIAL OF ASSISTANCE AND BENE

FITS FOR DRUG-RELATED CONVIC
TIONS. 

(a) EXTENSION OF CERTAIN REQUIREMENTS CO
ORDINATED WITH DELAYED EFFECTIVE DA1'E FOR 
SUCCESSOR PROVISIONS.- Section 115(d)(2) of the 
Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (Public Law 104-193; 
110 Stat. 2181) is amended by striking "convic
tions" and inserting "a conviction if the convic
tion is for conduct". 

(b) IMMEDIATE EFFECTIVENESS OF PROVISIONS 
RELATING TO RESEARCH, EVALUATIONS, AND NA
TIONAL STUDIES.-Section 116(a) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104-193; 110 Stat. 
2181) is amended by adding at the end the fol
lowing: 

"(6) RESEARCH, EVALUATIONS, AND NATIONAL 
STUDIES.- Section 413 of the Social Security Act, 
as added by the amendment made by section 
103(a) of this Act, shall take effect on the date 
of the enactment of this Act.". 
SEC. 5517. TRANSITION RULE. 

Section 116 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
(Public Law 104-193; 110 Stat. 2181) is amend
ed-

(1) in subsection (a)(2), by inserting "(but sub
ject to subsection (b)(l)( A)(ii))" after "this sec
tion"; and 

(2) in subsection (b)(l)(A)(ii), by striking 
"June 30 , 1997" and inserting "the later of June 
30, 1997, or the day before the date described in 
subsection (a)(2)(B) of this section". 
SEC. 5518. EFFECTIVE DATES. 

(a) AMENDMENTS TO PART A OF TITLE IV OF 
THE SOCIAL SECURITY ACT.- The amendments 
made by this chapter to a provision of part A of 
title IV of the Social Security Act shall take ef
fect as if the amendments had been included in 
section 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 at 
the time such section became law. 

(b) AMENDMENTS TO PARTS D AND E OF TITLE 
IV OF THE SOCIAL SECURITY ACT.- The amend
ments made by section 5513 of this Act shall take 
effect as if the amendments had been included 
in section 108 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 at 
the time such section 108 became law. . 

(C) AMENDMENTS TO OTHER AMENDATORY 
PROVISIONS.-The amendments made by section 
5514(a) of this Act shall take effect as if the 
amendments had been included in section 110 of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 at the time 
such section 110 became law. 

(d) AMENDMENTS TO FREESTANDING PROVI
SIONS OF THE PERSONAL RESPONSIBILITY AND 
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WORK 0PPORTUNTTY RECONCILIATION ACT OF 
1996.-The amendments made by this chapter to 
a provision of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
that have not become part of another statute 
shall take effect as if the amendments had been 
included in the provision at the time the provi
sion became law. 

CHAPTER 2-SUPPLEMENTAL SECURITY 
INCOME 

SEC. 5521. CONFORMING AND TECHNICAL AMEND
MENTS RELATING TO ELIGIBIUTY 
RESTRICTIONS. 

(a) DENIAL OF SS! BENEFITS FOR FUGITIVE 
FELONS AND PROBATION AND PAROLE VIOLA
TORS.-Section 1611(e)(6) (42 U.S.C. 1382(e)(6)) is 
amended by inserting "and section 1106(c) of 
this Act" after "of 1986". 

(b) TREATMENT OF PRISONERS.-Section 
1611(e)(l)(I)(i)(II) (42 U.S.C. 1382(e)(1)(I)(i)(II)) 
is amended by striking "inmate of the institu
tion" and all that follows through "this sub
paragraph" and inserting "individual who re
ceives in the month preceding the first month 
throughout which such individual is an inmate 
of the jail, prison, penal institution, or correc
tional facility that furnishes information re
specting such individual pursuant to subclause 
(!), or is confined in the institution (that so fur
nishes such information) as described in section 
202(x)(1)( A)(ii), a benefit under this title for 
such preceding month, and who is determined 
by the Commissioner to be ineligible for benefits 
under this title by reason of confinement based 
on the information provided by such institu
tion". 

(c) CORRECTION OF REFERENCE.-Section 
1611(e)(1)(I)(i)(J) (42 V.S.C. 1382(e)(1)(I)(i)(I)) is 
amended by striking "paragraph (1)" and in
serting "this paragraph". 
SEC. 5522. CONFORMING AND TECHNICAL AMEND

MENTS RELATING TO BENEFITS FOR 
DISABLED CHILDREN. 

(a) ELIGIBILITY REDETERMINATTONS AND CON
TINUING DISABILITY REVIEWS.-

(1) DISABILITY ELIGIBILITY REDETERMINATTONS 
REQUIRED FOR SST RECIPIENTS WHO ATTAIN 18 
YEARS OF AGE.-Section 1614(a)(3)(H)(iii) (42 
U.S.C. 1382c(a)(3)(H)(iii)) is amended by striking 
subclauses (I) and (II) and all that follows and 
inserting the following : 

"(!) by applying the criteria used in deter
mining initial eligibility for individuals who are 
age 18 or older; and 

"(II) either during the 1-year period begin
ning on the individual's 18th birthday or, in lieu 
of a continuing disability review, whenever the 
Commissioner determines that an individual's 
case is subject to a redetermination under this 
clause. 
With respect to any redetermination under this 
clause, paragraph (4) shall not apply.". 

(2) CONTINUING DISABILITY REVIEW REQUIRED 
FOR LOW BIRTH WEIGHT BABIES.-Section 
1614(a)(3)(H)(iv) (42 U.S.C. 1382c(a)(3)(H)(iv)) is 
amended-

( A) in subclause (I), by striking "Not" and in
serting "Except as provided in subclause (VI), 
not"; and 

(B) by adding at the end the following: 
"(VI) Subclause (I) shall not apply in the case 

of an individual described in that subclause 
who, at the time of the individual's initial dis
ability determination, the Commissioner deter
mines has an impairment that is not expected to 
improve within 12 months after the birth of that 
individual, and who the Commissioner schedules 
for a continuing disability review at a date that 
is after the individual attains 1 year of age.". 

(b) ADDITIONAL ACCOUNTABILITY REQUIRE-
MENTS.-Section 1631(a)(2)(F) (42 u.s.c. 
1383(a)(2)(F)) is amended-

(1) in clause (ii)(IIl)(bb), by striking "the 
total amount" and all that follows through 

"1613(c)" and inserting "in any case in which 
the individual knowingly misapplies benefits 
from such an account, the Commissioner shall 
reduce future benefits payable to such indi
vidual (or to such individual and his spouse) by 
an amount equal to the total amount of such 
benefits so misapplied"; and 

(2) by striking clause (iii) and inserting the 
following: 

"(iii) The representative payee may deposit 
into the account established under clause (i) 
any other funds representing past due benefits 
under this title to the eligible individual, pro
vided that the amount of such past due benefits 
is equal to or exceeds the maximum monthly 
benefit payable under this title to an eligible in
dividual (including State supplementary pay
ments made by the Commissioner pursuant to an 
agreement under section 1616 or section 212(b) of 
Public Law 93-66). ". 

(C) REDUCTION IN CASH BENEFTTS PAYABLE TO 
INSTITUTIONALIZED INDIVIDUALS WHOSE MED
ICAL COSTS ARE COVERED BY PRIVATE !NSUR
ANCE.-Section 1611(e) (42 U.S.C. 1382(e)) is 
amended-

(1) in paragraph (l)(B)-
( A) in the matter preceding clause (i), by 

striking "hospital, extended care facility, nurs
ing home, or intermediate care facility" and in
serting "medical treatment facility"; 

(B) in clause (ii)-
(i) in the matter preceding subclause (I), by 

striking "hospital, home or"; and 
(ii) in subclause (I) , by striking "hospital, 

home or"· 
(C/in clause (iii), by striking "hospital, home, 

or"· and 
(D) in the matter following clause (iii), by 

striking "hospital, extended care fac'llity, nurs
ing home, or intermediate care facility which is 
a 'medical institution or nursing facility' within 
the meaning of section 1917(c)" and inserting 
"medical treatment facility that provides serv
ices described in section 1917(c)(l)(C)"; 

(2) in paragraph (l)(E)-
( A) in clause (i)(Il), by striking "hospital, ex

tended care facility, nursing home, or inter
mediate care facility" and inserting "medical 
treatment facility"; and 

(B) in clause (iii), by striking "hospital, ex
tended care facility, nursing home, or inter
mediate care facility" and inserting "medical 
treatment facility''; 

(3) in paragraph (l)(G), in the matter pre
ceding clause (i)-

(A) by striking "or which is a hospital, ex
tended care facility, nursing home, or· inter
mediate care" and inserting "or is in a medical 
treatment"; and 

(B) by inserting "or, in the case of an indi
vidual who is a child under the age of 18, under 
any health insurance policy issued by a private 
provider of such insurance" after "title XIX"; 
and 

( 4) in paragraph (3)-
( A) by striking ''same hospital, home, or facil

ity" and inserting "same medical treatment fa
cility"; and 

(B) by striking "same such hospital, home, or 
facility" and inserting "same such facility". 

(d) CORRECTION OF u.s.c. CITATION.-Section 
211(c) of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (Public 
Law 104-193; 110 Stat. 2189) is amended by strik
ing "1382(a)(4)" and inserting "1382c(a)(4)". 
SEC. 5523. ADDITIONAL TECHNICAL AMEND· 

MENTS TO TITLE XVI. 
Section 1615(d) (42 U.S.C. 1382d(d)) is amend

ed-
(1) in the first sentence, by inserting a comma 

after "subsection (a)(l)"; and 
(2) in the last sentence, by striking "him" and 

inserting "the Commissioner". 
SEC. 5524. ADDITIONAL TECHNICAL AMEND

MENTS RELATING TO TITLE XVI. 
Section 1110(a)(3) (42 U.S.C. 1310(a)(3)) is 

amended-

(1) by inserting "(or the Commissioner, with 
respect to any jointly financed cooperative 
agreement or grant concerning title XV I)'' after 
"Secretary" the first place it appears; and 

(2) by inserting "(or the Commissioner, asap
plicable)" after "Secretary" the second place it 
appears. 
SEC. 5525. TECHNICAL AMENDMENTS RELATING 

TO DRUG ADDICTS AND ALCO
HOLICS. 

(a) CLARIFICATION RELATTNG TO THE EFFEC
TIVE DATE OF THE DENIAL OF SS/ DISABILITY 
BENEFTTS TO DRUG ADDICTS AND ALCOHOLICS.
Section 105(b)(5) of the Contract with America 
Advancement Act of 1996 (Public Law 104-121; 
110 Stat. 853) is amended-

(1) in subparagraph (A), by striking "by the 
Commissioner of Social Security" and "by the 
Commissioner"; and 

(2) by redesignating subparagraph (D) as sub
paragraph ( F) and by inserting after subpara
graph (C) the fallowing new subparagraphs: 

"(D) For purposes of this paragraph, an indi
vidual's claim, with respect to supplemental se
curity income benefits under title XVI of the So
cial Security Act based on disability, which has 
been denied in whole before the date of the en
actment of this Act, may not be considered to be 
finally adjudicated before such date if, on or 
aRer such date-

"(i) there is pending a request for either ad
ministrative or judicial review with respect to 
such claim, or 

"(ii) there is pending, with respect to such 
claim, a readjudication by the Commissioner of 
Social Security pursuant to relief in a class ac
tion or implementation by the Commissioner of a 
court remand order. 

"(E) Notwithstanding the provisions of this 
paragraph, with respect to any individual for 
whom the Commissioner does not perf arm the 
eligibility redetermination before the date pre
scribed in subparagraph (C), the Commissioner 
shall perform such eligibility redetermination in 
lieu of a continuing disability review whenever 
the Commissioner determines that the individ
ual's eligibility is subject to redetermination 
based on the preceding provisions of this para
graph, and the provisions of section 1614(a)(4) of 
the Social Security Act shall not apply to such 
redetermination.". 

(b) CORRECTIONS '1'0 EFFEC'l'IVE DATE OF PRO
VISIONS CONCERNING REPRESENTATIVE PAYEES 
AND TREATMENT REFERRALS OF SSI BENE
FICIARIES WHO ARE DRUG ADDICTS AND ALCO
HOLICS.-Section 105(b)(5)(B) of such Act (Pub
lic Law 104-121; 110 Stat. 853) is amended to 
read as fallows: 

"(B) The amendments made by paragraphs (2) 
and (3) shall take effect on July 1, 1996, with re
spect to any individual-

"(i) whose claim for benefits is finally adju
dicated on or after the date of the enactment of 
this Act, or 

"(ii) whose eligibility for benefits is based 
upon an eligibility redetermination made pursu
ant to subparagraph (C). ". 

(c) REPEAL OF OBSOLETE REPORTING REQUJRE
MENTS.-Subsections (a)(3)(B) and (b)(3)(B)(ii) 
of section 201 of the Social Security Independ
ence and Program Improvements Act of 1994 
(Public Law 103-296; 108 Stat. 1497, 1504) are re
pealed. 
SEC. 5526. ADVISORY BOARD PERSONNEL. 

Section 703(i) (42 U.S.C. 903(i)) is amended
(1) in the first sentence, by striking ", and 

three" and all that follows through "Board,"; 
and 

(2) in the last sentence, by striking "clerical". 
SEC. 5527. TIMING OF DEUVERY OF OCTOBER 1, 

2000, SS! BENEFIT PAYMENTS. 
Notwithstanding the provisions of section 

708(a) of the Social Security Act (42 U.S.C. 
908(a)), the day designated for delivery of ben
efit payments under title XVI of such Act for 
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October 2000 shall be the second day of such 
month. 
SEC. 5528. EFFECTIVE DATES. 

(a) IN GENERAL.-Except as provided in this 
section, the amendments made by this chapter 
shall take effect as if included in the enactment 
of title II of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
(Public Law 104-193; 110 Stat. 2185). 

(b) SECTION 5524 AMENDMENTS.-The amend
ments made by section 5524 of this Act shall take 
effect as if included in the enactment of the So
cial Security Independence and Program Im
provements Act of 1994 (Public Law 103-296; 108 
Stat. 1464). 

(C) SECTION 5525 AMENDMENTS.-
(]) IN GENERAL.-The amendments made by 

subsections (a) and (b) of section 5525 of this Act 
shall take effect .as if included in the enactment 
of section 105 of the Contract with America Ad
vancement Act of 1996 (Public Law 104-121; 110 
Stat. 852 et seq.). 

(2) REPEALS.-The repeals made by section 
5525(c) shall take effect on the date of the enact
ment of this Act. 

(d) SECTION 5526 AMENDMENTS.-The amend
ments made by section 5526 of this Act shall take 
effect as if included in the enactment of section 
108 of the Contract with America Advancement 
Act of 1996 (Public Law 104-121; 110 Stat. 857). 

(e) SECTION 5227.-Section 5227 shall take ef
fect on the date of the enactment of this Act. 

CHAPTER 3--CHILD SUPPORT 
SEC. 5531. STATE OBLIGATION TO PROVIDE 

CHILD SUPPORT ENFORCEMENT 
SERVICES. 

(a) INDIVIDUALS SUBJECT TO FEE FOR CHILD 
SUPPORT ENFORCEMENT SERVICES.-Section 
454(6)(B) (42 U.S.C. 654(6)(B)) is amended by 
striking "individuals not receiving assistance 
under any State program funded under part A, 
which" and inserting "an individual, other 
than an individual receiving assistance under a 
State program funded under part A or E, or 
under a State plan approved under title XIX, or 
who is required by the State to cooperate with 
the State agency administering the program 
under this part pursuant to subsection (l) or (m) 
of section 6 of the Food Stamp Act of 1977, 
and". 

(b) CORRECTION OF REFERENCE.-Section 
464(a)(2)(A) (42 U.S.C. 654(a)(2)(A)) is amended 
in the first sentence by striking "section 454(6)" 
and inserting " section 454(4)(A)(ii)". 
SEC. 5532. DISTRIBUTION OF COLLECTED SUP· 

PORT. 
(a) CONTINUATION OF ASSIGNMENTS.-Section 

457(b) (42 U.S.C. 657(b)) is amended-
(]) by striking "which were assigned" and in

serting "assigned"; and 
(2) by striking "and which were in effect" and 

all that fallows and inserting "and in effect on 
September 30, 1997 (or such earlier date, on or 
after August 22, 1996, as the State may choose), 
shall remain assigned after such date.". 

(b) STATE OPTION FOR APPLICABILITY.-
(1) IN GENERAL.-Section 457(a) (42 U.S.C. 

657(a)) is amended by adding at the end the fol
lowing: 

"(6) STATE OPTION FOR APPLICABILITY.-Not
withstanding any other provision of this sub
section, a State may elect to apply the rules de
scribed in clauses (i)(II), (ii)(II), and (v) of 
paragraph (2)(B) to support arrearages collected 
on and after October 1, 1998, and, if the State 
makes such an election, shall apply the provi
sions of this section, as in effect and applied on 
the day before the date of enactment of section 
302 of the Personal Responsibility and Work Op
portunity Act of 1996 (Public Law 104-193, 110 
Stat. 2200), other than subsection (b)(l) (as so in 
effect), to amounts collected before October 1, 
1998. ". 

(2) CONFORMING AMENDMENTS.-Section 
408(a)(3)(A) (42 U.S.C. 608(a)(3)(A)) is amend
ed-

(A) in clause (i), by inserting "(!)"after "(i)"; 
(B) in clause (ii)-
(i) by striking " (ii)" and inserting "(II)"; and 
(ii) by striking the period and inserting "; or"; 

and 
(CJ by adding at the end the following: 
"(ii) if the State elects to distribute collections 

under section 457(a)(6), the date the family 
ceases to receive assistance under the program, 
if the assignment is executed on or after October 
1, 1998. ". 

(C) DISTRIBUTION OF COLLECTIONS WITH RE
SPECT TO FAMILIES RECEIVING ASSISTANCE.-Sec
tion 457(a)(l) (42 U.S.C. 657(a)(l)) is amended by 
adding at the end the following [lush language: 
"In no event shall the total of the amounts paid 
to the Federal Government and retained by the 
State exceed the total of the amounts that have 
been paid to the family as assistance by the 
State.". 

(d) FAMILIES UNDER CERTAIN AGREEMENTS.
Section 457(a)(4) (42 U.S.C. 657(a)(4)) is amend
ed to read as fallows: 

"(4) FAMILIES UNDER CERTAIN AGREEMENTS.
In the case of an amount collected for a family 
in accordance with a cooperative agreement 
under section 454(33), distribute the amount so 
collected pursuant to the terms of the agree
ment.". 

('e) STUDY AND REPORT.-Section 457(a)(5) (42 
U.S.C. 657(a)(5)) is amended by striking "1998" 
and inserting "1999" . 

(f) CORRECTIONS OF REFERENCES.-Section 
457(a)(2)(B) (42 U.S.C. 657(a)(2)(B)) is amend
ed-

(1) in clauses (i)(I) and (ii)(I)-
( A) by striking '' (other than subsection 

(b)(l))" each place it appears; and 
(B) by inserting "(other than subsection (b)(l) 

(as so in effect))" after "1996" each place it ap
pears; and 

(2) in clause (ii)(II), by striking "paragraph 
(4)" and inserting "paragraph (5)". 

(g) CORRECTION OF TERRITORIAL MATCH.
Section 457(c)(3)(A) (42 U.S.C. 657(c)(3)(A)) is 
amended by striking "the Federal medical as
sistance percentage (as defined in section 1118)" 
and inserting "75 percent". 

(h) DEFINITIONS.-
(1) FEDERAL SHARE.-Section 457(c)(2) (42 

U.S.C. 657(c)(2)) is amended by striking "col
lected" the second place it appears and insert
ing "distributed". 

(2) FEDERAL MEDICAL ASSISTANCE PERCENT
AGE.-Section 457(c)(3)(B) (42 U.S.C. 
657(c)(3)(B)) is amended by striking "as in effect 
on September 30, 1996" and inserting "as such 
section was in effect on September 30, 1995". 

(i) CONFORMING AMENDMENTS.-
(1) Section 464(a)(2)(A) (42 U.S.C. 

664(a)(2)(A)) is amended, in the penultimate 
sentence, by inserting "in accordance with sec
tion 457" after "owed". 

(2) Section 466(a)(3)(B) (42 U.S.C. 
666(a)(3)(B)) is amended by striking " 457(b)(4) 
or (d)(3)" and inserting "457". 
SEC. 5533. CIVIL PENALTIES RELATING TO STATE 

DIRECTORY OF NEW HIRES. 

Section 453A (42 U.S.C. 653a) is amended
(1) in subsection (d)-
( A) in the matter preceding paragraph (1), by 

striking " shall be less than" and inserting 
"shall not exceed"; and 

(B) in paragraph (1), by striking "$25" and 
inserting "$25 per failure to meet the require
ments of this section with respect to a newly 
hired employee"; and 

(2) in subsection (g)(2)(B) , by striking "ex
tracts" and all that follows through "Labor" 
and inserting "information". 
SEC. 5534. FEDERAL PARENT LOCATOR SERVICE. 

(a) IN GENERAL.-Section 453 (42 u.s.c. 653) is 
amended-

(]) in subsection (a)-

(A) by inserting "(])"after "(a)"; and 
(B) by striking "to obtain" and all that fol

lows through the period and inserting "for the 
purposes specified in paragraphs (2) and (3). 

"(2) For the purpose of establishing parent
age, establishing, .setting the amount of, modi
fying, or enforcing child support obligations, the 
Federal Parent Locator Service shall obtain and 
transmit to any authorized person specified in 
subsection (c)-

"( A) information on, or facilitating the dis
covery of, the location of any individual-

"(i) who is under an obligation to pay child 
support; 

"(ii) against whom such an obligation is 
sought; or 

"(iii) to whom such an obligation is owed, 
including the individual's social security num
ber (or numbers), most recent address, and the 
name, address, and employer identification 
number of the individual's employer; 

"(B) information on the individual's wages 
(or other income) from, and benefits of, employ
ment (including rights to or enrollment in group 
health care coverage); and 

"(CJ information on the type, status, location, 
and amount of any assets of, or debts owed by 
or to, any such individual. 

"(3) For the purpose of enforcing any Federal 
or State law with respect to the unlawful taking 
or restraint of a child, or making or enforcing a 
chi ld custody or visitation determination, as de
fined in section 463(d)(l), the Federal Parent 
Locator Service shall be used to obtain and 
transmit the information specified in section 
463(c) to the authorized persons specified in sec
tion 463(d)(2). "; 

(2) by striking subsection (b) and inserting the 
following: 

"(b)(l) Upon request, filed in accordance with 
subsection (d), of any authorized person, as de
fined in subsection (c) for the information de
scribed in subsection (a)(2), or of any authorized 
person, as defined in section 463(d)(2) for the in
formation described in section 463(c) , the Sec
retary shall, notwithstanding any other provi
sion of law, provide through the Federal Parent 
Locator Service such information to such per
son, if such information-

"( A) is contained in any files or records main
tained by the Secretary or by the Department of 
Health and Human Services; or 

"(B) is not contained in such files or records, 
but can be obtained by the Secretary, under the 
authority conferred by subsection (e), from any 
other department, agency, or instrumentality of 
the United States or of any State, 
and is not prohibited from disclosure under 
paragraph (2). 

"(2) No information shall be disclosed to any 
person if the disclosure of such information 
would contravene the national policy or secu
rity interests of the United States or the con
fidentiality of census data. The Secretary shall 
give priority to requests made by any authorized 
person described in subsection (c)(l). No infor
mation shall be disclosed to any person if the 
State has notified the Secretary that the State 
has reasonable evidence of domestic violence or 
child abuse and the disclosure of such informa
tion could be harm[ ul to the custodial parent or 
the child of such parent, provided that-

"( A) in response to a request from an author
ized person (as defined in subsection (c) of this 
section and section 463( d)(2)), the Secretary 
shall advise the authorized person that the Sec
retary has been notified that there is reasonable 
evidence of domestic violence or child abuse and 
that information can only be disclosed to a 
court or an agent of a court pursuant to sub
paragraph (BJ; and 

"(B) information may be disclosed to a court 
or an agent of a court described in subsection 
(c)(2) of this section or section 463(d)(2)(B), if-
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"(i) upon receipt of information from the Sec

retary , the court determines whether disclosure 
to any other person of that information could be 
harmful to the parent or the child; and 

" (ii) if the court determines that disclosure of 
such information to any other person could be 
harmful, the court and its agents shall not make 

. any such disclosure. 
" (3) Information received or transmitted pur

suant to this section shall be subject to the safe
guard provisions contained in section 454(26). "; 
and 

(3) in subsection (c)-
(A) in paragraph (1), by striking "or to seek 

to enforce orders providing child custody or visi
tation rights"; and 

(B) in paragraph (2)-
(i) by inserting "or to serve as the initiating 

court in an action to seek an order" after "issue 
an order"; and 

(ii) by striking "or to issue an order against a 
resident parent for child custody or visitation 
rights". 

(b) USE OF THE FEDERAL PARENT LOCATOR 
SERVICE.-Section 463 (42 U.S.C. 663) is amend
ed-

(1) in subsection (a)-
( A) in the matter preceding paragraph (1)-
(i) by striking "any State which is able and 

willing to do so," and inserting "every State"; 
and 

(ii) by striking "such State" and inserting 
"each State"; and 

(B) in paragraph (2). by inserting "or visita
tion" after " custody"; 

(2) in subsection (b)(2). by inserting "or visita
tion" after "custody"; 

(3) in subsection (d)-
( A) in paragraph (1), by inserting "or visita

tion" after "custody"; and 
(B) in subparagraphs (A) and (B) of para

graph (2), by inserting "or visitation" after 
"custody" each place it appears; 

(4) in subsection (f)(2), by inserting " or visita
tion" after "custody"; and 

(5) by striking "noncustodial" each place it 
appears. 
SEC. 5535. ACCESS TO REGISTRY DATA FOR RE

SEARCH PURPOSES. 
(a) IN GENERAL.-Section 453(j)(5) (42 U.S.C. 

653(j)(5)) is amended by inserting "data in each 
component of the Federal Parent Locator Serv
ice maintained under this section and to" before 
''information''. 

(b) CONFORMING AMENDMENTS.-Section 453 
(42 U.S.C. 653) is amended-

(1) in subsection (j)(3)(B), by striking "reg
istries" and inserting "components"; and 

(2) in subsection (k)(2), by striking "sub-
section (j)(3)" and inserting "section 
453A(g)(2)". 
SEC. 5536. COLLECTION AND USE OF SOCIAL SE

CURITY NUMBERS FOR USE IN 
CHILD SUPPORT ENFORCEMENT. 

Section 466(a)(13) (42 U.S.C. 666(a)(13)) is 
amended-

(1) in subparagraph (A)-
( A) by striking "commercial"; and 
(B) by inserting "recreational license," after 

"occupational license,"; and 
(2) in the matter fallowing subparagraph (C), 

by inserting '' to be used on the face of the docu
ment while the social security number is kept on 
file at the agency" after "other than the social 
security number". 
SEC. 5537. ADOPTION OF UNIFORM STATE LAWS. 

Section 466(f) (42 U.S.C. 666(!)) is amended by 
striking "together" and all that follows and in
serting "and as in effect on August 22, 1996, in
cluding any amendments officially adopted as of 
such date by the National Conference of Com
missioners on Uniform State Laws.". 
SEC. 5538. STATE LAWS PROVIDING EXPEDITED 

PROCEDURES. 
Section 466(c) (42 U.S.C. 666(c)) is amended-

(1) in paragraph (1)-
( A) in subparagraph (E). by inserting ", part 

E," after "part A"; and 
(B) in subparagraph (G). by inserting "any 

current support obligation and" after "to sat
isfy''; and 

(2) in paragraph (2)( A)-
( A) in clause (i), by striking ''the tribunal 

and"; and 
(B) in clause (ii)-
(i) by striking ''tribunal may'' and inserting 

"court or administrative agency of competent 
jurisdiction shall"; and 

(ii) by striking "fi led with the tribunal" and 
inserting "filed with the State case registry". 
SEC. 5539. VOLUNTARY PATERNITY ACKNOWL

EDGEMENT. 
Section 466(a)(5)(C)(i) (42 U.S.C. 

666(a)(5)(C)(i)) is amended by inserting ", or 
through the use of video or audio equipment," 
after "orally". 
SEC. 5540. CALCULATION OF PATERNITY ESTAB· 

LISHMENT PERCENTAGE. 
Section 452(g)(2) (42 U.S.C. 652(g)(2)) is 

amended, in the matter fallowing subparagraph 
(C), by striking "subparagraph (A)" and insert
ing " subparagraphs (A) and (B)". 
SEC. 5541. MEANS AVAILABLE FOR PROVISION OF 

TECHNICAL ASSISTANCE AND OPER
ATION OF FEDERAL PARENT LOCA
TOR SERVICE. 

(a) TECHNICAL ASSISTANCE.-Section 452(j) (42 
U.S.C. 652(j)) is amended, in the matter pre
ceding paragraph (1). by striking "to cover costs 
incurred by the Secretary" and inserting 
"which shall be available for use by the Sec
retary, either directly or through grants, con
tracts , or interagency agreements,". 

(b) OPERATION OF FEDERAL PARENT LOCATOR 
SERVICE.-

(1) MEANS AVAILABLE.-Section 453(0) (42 
U.S.C. 653(0)) is amended-

( A) in the heading, by striking "RECOVERY OF 
COSTS" and inserting "USE OF SET-ASIDE 
FUNDS"; and 

(B) by striking "to cover costs incurred by the 
Secretary" and inserting "which shall be avail
able for use by the Secretary, either directly or 
through grants, contracts, or interagency agree
ments,". 

(2) AVAILABILITY OF FUNDS.- Section 453(0) 
(42 U.S.C. 653(0)) is amended by adding at the 
end the following: "Amounts appropriated 
under this subsection for each of fiscal years 
1997 through 2001 shall remain available until 
expended. ''. 
SEC. 5542. AUTHORITY TO COLLECT SUPPORT 

FROM FEDERAL EMPLOYEES. 
(a) RESPONSE TO NOTICE OR PROCESS.-Sec

tion 459(c)(2)(C) (42 U.S.C. 659(c)(2)(C)) is 
amended by striking ''respond to the order , 
process, or interrogatory" and inserting "with
hold available sums in response to the order or 
process, or answer the interrogatory". 

(b) MONEYS SUBJECT TO PROCESS.-Section 
459(h)(l) (42 U.S.C. 659(h)(l)) is amended-

(1) in the matter preceding subparagraph (A) 
and in subparagraph (A)(i), by striking "paid 
or" each place it appears; 

(2) in subparagraph (A)-
( A) in clause (ii)(V), by striking " and" at the 

end; 
(B) in clause (i'ii)-
(i) by inserting " or payable" after "paid"; 

and 
(ii) by striking "but" and inserting "; and"; 

and 
(C) by inserting after clause (iii). the f al

lowing: 
"(iv) benefits paid or payable under the Rail-

road Retirement System, but"; and 
(3) in subparagraph (B)-
( A) in clause (i). by striking "or" at the end; 
(B) in clause (ii). by striking the period and 

inserting ";or"; and 

(C) by adding at the end the following : 
"(iii) of periodic benefits under title 38, United 

States Code, except as provided in subparagraph 
(A)(ii)(V). ". 

(c) CONFORMING AMENDMENT.-Section 
454(19)(B)(ii) (42 U.S.C. 654(19)(B)(ii)) is amend
ed by striking "section 462(e)" and inserting 
"section 459(i)(5)" . 
SEC. 5543. DEFINITION OF SUPPORT ORDER. 

Section 453(p) (42 U.S.C. 653(p)), is amended 
by striking "a child and" and inserting "of". 
SEC. 5544. STATE LAW AUTHORIZING SUSPEN

SION OF LICENSES. 
Section 466(a)(16) (42 U.S.C. 666(a)(16)) is 

amended by inserting "and sporting" after "rec
reational''. 
SEC. 5545. INTERNATIONAL SUPPORT ENFORCE

MENT. 
Section 454(32)(A) (42 U.S.C. 654(32)(A)) is 

amended by striking "section 459A(d)(2)" and 
inserting "section 459A(d)". 
SEC. 5546. CHILD SUPPORT ENFORCEMENT FOR 

INDIAN TRIBES. 
(a) COOPERATIVE AGREEMENTS BY INDIAN 

TRIBES AND STATES FOR CHILD SUPPORT EN
FORCEMENT.-Section 454(33) (42 u.s.c. 654(33)) 
is amended-

(1) by striking "and enforce support orders, 
and" and inserting "or enforce support orders, 
or"; 

(2) by striking "guidelines established by such 
tribe or organization" and inserting "guidelines 
established or adopted by such tribe or organi
zation"; 

(3) by striking "funding collected" and insert
ing "collections"; and 

(4) by striking "such funding" and inserting 
"such collections". 

(b) CORRECTION OF SUBSECTION DESIGNA
TION.-Section 455 (42 U.S.C. 655) is amended by 
redesignating subsection (b). as added by section 
375(b) of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (Public 
Law 104-193, 110 Stat. 2256). as subsection (f). 

(c) DIRECT GRANTS 1'0 TRIBES.-Section 455(!) 
(42 U.S.C. 655(!)). as so redesignated by sub
section (b) of this section, is amended to read as 
follows: 

"(f) The Secretary may make direct payments 
under this part to an Indian tribe or tribal orga
nization that demonstrates to the satisfaction of 
the Secretary that it has the capacity to operate 
a child support enforcement program meeting 
the objectives of this part, including establish
ment of paternity, establishment, modification , 
and enforcement of support orders, and location 
of absent parents. The Secretary shall promul
gate regulations establishing the requirements 
which must be met by an Indian tribe or tribal 
organization to be eligible for a grant under this 
subsection. ''. 
SEC. 5547. CONTINUATION OF RULES FOR DIS

TRIBUTION OF SUPPORT IN THE 
CASE OF A TITLE IV-E CHILD. 

Section 457 (42 U.S.C. 657) is amended-
(1) in subsection (a), in the matter preceding 

paragraph (1). by striking "subsection (e)" and 
inserting "subsections (e) and (f) "; and 

(2) by adding at the end the following: 
"(f) Notwithstanding the preceding provisions 

of this section, amounts collected by a State as 
child support for months in any period on be
half of a child for whom a public agency is mak
ing faster care maintenance payments under 
part E-

"(1) shall be retained by the State to the ex
tent necessary to reimburse it for the foster care 
maintenance payments made with respect to the 
child during such period (with appropriate reim
bursement of the Federal Government to the ex
tent of its participation in the financing); 

"(2) shall be paid to the public agency respon
sible for supervising the placement of the chi ld 
to the extent that the amounts collected exceed 
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the foster care maintenance payments made 
with respect to the child during such period but 
not the amounts required by a court or adminis
trative order to be paid as support on behalf of 
the child during such period; and the respon
sible agency may use the payments in the man
ner it determines will serve the best interests of 
the child, including setting such payments aside 
for the child's future needs or making all or a 
part thereof available to the person responsible 
for meeting the child's day-to-day needs; and 

"(3) shall be retained by the State, if any por
tion of the amounts collected remains after mak
ing the payments required under paragraphs (1) 

· and (2), to the extent that such portion is nec
essary to reimburse the State (with appropriate 
reimbursement to the Federal Government to the 
extent of its participation in the financing) for 
any past foster care maintenance payments (or 
payments of assistance under the State program 
funded under part A) which were made with re
spect to the child (and with respect to which 
past collections have not previously been re
tained); 
and any balance shall be paid to the State agen
cy responsible for supervising the placement of 
the child, for use by such agency in accordance 
with paragraph (2). ". 
SEC. 5548. GOOD CAUSE IN FOSTER CARE AND 

FOOD STAMP CASES. 
(a) STATE PLAN.-Section 454(4)(A)(i) (42 

U.S.C. 654(4)(A)(i)) is amended-
(1) by striking "or" before "(III)"; and 
(2) by inserting "or (IV) cooperation is re

quired pursuant to section 6(l)(l) of the Food 
Stamp Act of 1977 (7 U.S.C. 2015(l)(l))," after 
"title XIX,". 

(b) CONFORMING AMENDMENTS.-Sect"ion 
454(29) (42 U.S.C. 654(29)) is amended-

(1) in subparagraph (A)-
( A) in the matter preceding clause (i), by 

striking "part A of this title or the State pro
gram under title XIX" and inserting "part A, 
the State program under part E, the State pro
gram under title XIX, or the food stamp pro
gram, as defined under section 3(h) of the Food 
Stamp Act of 1977 (7 U.S.C. 2012(h)), ";and 

(B) by striking clauses (i) and (ii) and all that 
follows through the semicolon and inserting the 
following: 

"(i) in the case of the State program funded 
under part A, the State program under part E, 
or the State program under title XIX shall, at 
the option of the State, be defined, taking into 
account the best interests of the child, and ap
plied in each case, by the State agency admin
istering such program; and 

"(ii) in the case of the food stamp program, as 
defined under section 3(h) of the Food Stamp 
Act of 1977 (7 U.S.C. 2012(h)), shall be defined 
and ·applied in each case under that program in 
accordance with section 6(l)(2) of the Food 
Stamp Act of 1977 (7 U.S.C. 2015(l)(2));"; 

(2) in subparagraph (D), by striking "or the 
State program under title XIX" and inserting 
"the State program under part E, the State pro
gram under title XIX, or the food stamp pro
gram, as defined under section 3(h) of the Food 
Stamp Act of 1977 (7 U.S.C. 2012(h))"; and 

(3) in subparagraph (E), by striking "indi
vidual," and all that follows through "XIX," 
and inserting "individual and the State agency 
administering the State program funded under 
part A, the State agency administering the State 
program under part E, the State agency admin
istering the State program under title XIX, or 
the State agency administering the food stamp 
program, as defined under section 3(h) of the 
Food Stamp Act of 1977 (7 U.S.C. 2012(h)), ". 
SEC. 5549. DATE OF COLLECTION OF SUPPORT. 

Section 454B(c)(1) (42 U.S.C. 654B(c)(l)) is 
amended by adding at the end the following: 
"The date of co llection for amounts collected 
and distributed under this part is the date of re-

ceipt by the State disbursement unit, except that 
if current support is withheld by an employer in 
the month when due and is received by the State 
disbursement unit in a month other than the 
month when due, the date of withholding may 
be deemed to be the date of collection.". 
SEC. 5550. ADMINISTRATIVE ENFORCEMENT IN 

INTERSTATE CASES. 
(a) PROCEDURES.-Section 466(a)(14) (42 

U.S.C. 666(a)(14)) is amended to read as follows: 
"(14) HIGH-VOLUME, AUTOMATED ADMINIS1'RA

TIVE ENFORCEMENT IN INTERSTATE CASES.-
"( A) JN GENERAL.-Procedures under which
"(i) the State shall use high-volume auto

mated administrative enforcement, to the same 
extent as used for intrastate cases, in response 
to a request made by another State to enforce 
support orders, and shall promptly report the re
sults of such enforcement procedure to the re
questing State; 

"(ii) the State may, by electronic or other 
means, transmit to another State a request for 
assistance in enforcing support orders through 
high-volume, automated administrative enforce
ment, which request-

"( I) shall include such information as will en
able the State to which the request is trans
mitted to compare the information about the 
cases to the information in the data bases of the 
State; and 

"(II) shall constitute a certification by the re
questing State-

" ( aa) of the amount of support under an 
order the payment of which is in arrears; and 

"(bb) that the requesting State has complied 
with all procedural due process requirements 
applicable to each case; 

"(iii) if the State provides assistance to an
other State pursuant to this paragraph with re
spect to a case, neither State shall consider the 
case to be transferred to the caseload of such 
other State; and 

"(iv) the State shall maintain records of-
"( I) the number of such requests for assist

ance received by the State; 
"(II) the number of cases for which the State 

collected support in response to such a request; 
and 

"(Ill) the amount of such collected support. 
"(B) HIGH-VOLUME AUTOMATED ADMINISTRA

TIVE . ENFORCEMENT.-ln this part, the term 
'high-volume automated administrative enforce
ment' means the use of automatic data proc
essing to search various State data bases, in
cluding license records, employment service 
data, and State new hire registries, to determine 
whether information is available regarding a 
parent who owes a child support obligation.". 

(b) INCENTIVE PAYMENTS.-Section 458(d) (42 
U.S.C. 658(d)) is amended by inserting ", includ
ing amounts collected under section 466(a)(14)," 
after "another State". 
SEC. 5551. WORK ORDERS FOR ARREARAGES. 

Section 466(a)(15) (42 U.S.C. 666(a)(15)) is 
amended to read as fallows: 

"(15) PROCEDURES TO ENSURE THAT PERSONS 
OWING OVERDUE SUPPORT WORK OR HAVE A PLAN 
FOR PAYMENT OF SUCH SUPPORT.-Procedures 
under which the State has the authority, in any 
case in which an individual owes overdue sup
port with respect to a child receiving assistance 
under a State program funded under part A, to 
issue an order or to request that a court or an 
administrative process established pursuant to 
State law issue an order that requires the indi
vidual to-

"( A) pay such support in accordance with a 
plan approved by the court, or, at the option of 
the State, a plan approved by the State agency 
administering the State program under this 
part; or 

"(B) if the individual is subject to such a plan 
and is not incapacitated, participate in such 
work activities (as defined in section 407(d)) as 

the court, or, at the option of the State, the 
State agency administering the State program 
under this part, deems appropriate.". 
SEC. 5552. ADDITIONAL TECHNICAL STATE PLAN 

AMENDMENTS. 
Section 454 (42 U.S.C. 654) is amended
(1) in paragraph (8)-
( A) in the matter preceding subparagraph 

(A)-
(i) by striking "noncustodial"; and 
(ii) by inserting ", for the purpose of estab

lishing parentage, establishing, setting the 
amount of, modifying, or enforcing child sup
port obligations, or making or enforcing a child 
custody or visitation determination, as defined 
in section 463(d)(1)" after "provide that"; 

(B) in subparagraph (A), by striking the 
comma and inserting a semicolon; 

(C) in subparagraph (B), by striking the semi
colon and inserting a comma; and 

(D) by inserting after subparagraph (B), the 
fallowing flush language: 
"and shall, subject to the privacy safeguards re
quired under paragraph (26), disclose only the 
information described in sections 453 and 463 to 
the authorized persons specified in such sections 
for the purposes specified in such sections;"; 

(2) in paragraph (17)-
( A) by striking "in the case of a State which 

has" and inserting "provide that the State will 
have''; and 

(B) by inserting "and" after "section 453, "; 
and 

(3) in paragraph (26)-
( A) in the matter preceding subparagraph (A), 

by striking "will"; 
(B) in subparagraph (A)-
(i) by inserting ",modify," after "establish", 

the second place it appears; and 
(ii) by inserting ", or to make or enforce a 

child custody determination" after "support"; 
(C) in subparagraph (B)-
(i) by inserting "or the child" after "1 party"; 
(ii) by inserting "or the child" after "former 

party"; and 
(iii) by striking "and" at the end; 
(D) in subparagraph (C)-
(i) by inserting " or the child" after " 1 party"; 
(ii) by striking "another party" and inserting 

"another person"; 
(iii) by inserting "to that person" after "re

lease of the information"; and 
(iv) by striking "former party" and inserting 

"party or the child"; and 
(E) by adding at the end the fallowing: 
"(D) in cases in which the prohibitions under 

subparagraphs (B) and (C) apply, the require
ment to notify the Secretary, for purposes of sec
tion 453(b)(2), that the State has reasonable evi
dence of domestic violence or child abuse 
against a party or the child and that the disclo
sure of such information could be harmful to the 
party or the child; and 

"(E) procedures providing that when the Sec
retary discloses information about a parent or 
child to a State court or an agent of a State 
court described in section 453(c)(2) or 
463(d)(2)(B), and advises that court or agent 
that the Secretary has been notified that there 
is reasonable evidence of domestic violence or 
child abuse pursuant to section 453(b)(2), the 
court shall determine whether disclosure to any 
other person of information received from the 
Secretary could be harmful to the parent or 
child and, if the court determines that disclo
sure to any other person could be harmful, the 
court and its agents shall not make any such 
disclosure;''. 
SEC. 5553. FEDERAL CASE REGISTRY OF CHILD 

SUPPORT ORDERS. 
Section 453(h) (42 U.S.C. 653(h)) is amended
(1) in paragraph (1), by inserting "and order" 

after "with respect to each case"; and 
(2) in paragraph (2)-
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(A) in the heading, by inserting " AND ORDER" 

after "CASE"; 
(B) by inserting "or an order" after "with re

spect to a case" and 
(C) by inserting "or order" after "and the 

State or States whtch have the case''. 
SEC. IJ554. FULL FAITH AND CREDIT FOR CHILD 

SUPPORT ORDERS. 
Section 1738B(f) of tttle 28, United States 

Code, is amended-
(1) in paragraph (4), by striking " a court 

may" and all that follows and inserting "a 
court having jurisdiction over the parties shall 
issue a child support order , which must be rec
ognized."; and 

(2) in paragraph (5), by inserting "under sub
section ( d) '' after ''jurisdiction''. 
SEC. 5555. DEVELOPMENT COSTS OF AUTOMATED 

SYSTEMS. 
(a) DEFINITION OF STATE.-Section 

455(a)(3)(B) (42 U.S.C. 655(a)(3)(B)) is amend
ed-

(1) in clause (i)-
( A) by inserting "or system described in clause 

(iii)" after "each State " ; and 
(B) by inserting "or system" after " the 

State " ; and 
(2) by adding at the end the following : 
" (ii'i) For purposes of clause (i) , a system de

scribed in this clause is a system that has been 
approved by the Secretary to receive enhanced 
funding pursuant to the Family Support Act of 
1988 (Public Law 100-485; 102 Stat. 2343) for the 
purpose of developing a system that meets the 
requirements of sections 454(16) (as in effect on 
and after September 30, 1995) and 454A, includ
ing systems that have received funding for such 
purpose pursuant to a waiver under section 
1115(a). ". 

(b) TEMPORARY LIMITATION ON PAYMENTS.
Section 344(b)(2) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (42 U.S.C. 655 note) is amended-

(1) in subparagraph (B)-
( A) by inserting "or a system described in sub

paragraph (C)" after "to a State"; and 
(B) by inserting "or system" after "for the 

State"; and 
(2) in subparagraph (C), by striking " Act," 

and all that follows and inserting "Act, and 
among systems that have been approved by the 
Secretary to receive enhanced funding pursuant 
to the Family Support Act of 1988 (Public Law 
100-485; 102 Stat. 2343) for the purpose of devel
oping a system that meets the requirements of 
sections 454(16) (as in effect on and after Sep
tember 30, 1995) and 454A, including systems 
that have received funding for such purpose 
pursuant to a waiver under section 1115(a), 
which shall take into account-

"(i) the relative size of such State and system 
caseloads under part D of title IV of the Social 
Security Act; and 

"(ii) the level of automation needed to meet 
the automated data processing requirements of 
such part.". 
SEC. 5556. ADDITIONAL TECHNICAL AMEND

MENTS. 
(a) ELIMJNATION OF SURPLUSAGE.- Section 

466(c)(l)(F) (42 U.S.C. 666(c)(l)(F)) is amended 
by striking "of section 466". 

(b) CORRECTION OF AMBIGUOUS AMEND
MENT.-Section 344(a)(1)(F) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104- 193; 110 Stat. 
2234) is amended by inserting "the first place 
such term appears" before "and all that fol
lows". 

(c) CORRECTION OF ERRONEOUSLY DRAFTED 
PROVISION.- Section 215 of the Department of 
Health and Human Services Appropriations Act, 
1997, (as contained in section 101(e) of the Om
nibus Consolidated Appropriations Act, 1997) is 
amended to read as fallows: 

" SEC. 215. Sections 452(j) and 453(0) of the So
cial Security Act (42 U.S.C. 652(j) and 653(0)), as 
amended by section 345 of the Personal Respon
sibility and Work Opportunity Reconciliation 
Act of 1996 (Public Law 104-193; 110 Stat. 2237) 
are each amended by striking 'section 457(a)' 
and inserting 'a plan approved under this part'. 
Amounts available under such sections 452(j) 
and 453(0) shall be calculated as though the 
amendments made by this section were effective 
October 1, 1995. ". 

(d) ELIMINATION OF SURPLUSAGE.-Section 
456(a)(2)(B) (42 U.S.C. 656(a)(2)(B)) is amended 
by striking ", and" and inserting a period. 

(e) CORRECTION OF DATE.-Section 
466(a)(l)(B) (42 U.S.C. 666(a)(l)(B)) is amended 
by striking "October 1, 1996" and inserting 
"January 1, 1994". 
SEC. 5557. EFFECTIVE DATE. 

(a) IN GENERAL.-Except as provided in sub
section (b), the amendments made by this chap
ter shall take effect as if included in the enact
ment of title III of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (Public Law 104- 193; 110 Stat. 2105). 

(b) EXCEPTION.-The amendments made by 
section 5532(b)(2) of this Act shall take effect as 
if the amendments had been included in the en
actment of section 103(a) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104-193; 110 Stat. 
2112). 
CHAPTER 4-RESTRICTING WELFARE AND 

PUBLIC BENEFITS FOR ALIENS 
Subchapter A-Eligibility for Federal Benefits 
SEC. 5561. ALIEN EUGIBILITY FOR FEDERAL BEN

EFITS: UM/TED APPUCATION TO 
MEDICARE AND BENEFITS UNDER 
THE RAILROAD RETIREMENT ACT. 

(a) LIMITED APPLICATION TO MEDICARE.-Sec
tion 401(b) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 (8 
U.S.C. 1611(b)) is amended by adding at the end 
the following: 

"(3) Subsection (a) shall not apply to any 
benefit payable under title XVIII of the Social 
Security Act (relating to the medicare program) 
to an alien who is lawfully present in the 
United States as determined by the Attorney 
General and, with respect to benefits payable 
under part A of such title, who was authorized 
to be employed with respect to any wages attrib
utable to employment which are counted for 
purposes of eligibility for such benefits.". 

(b) LiMJTED APPLICATION TO BENEFITS UNDER 
THE RAILROAD RETIREMENT ACT.-Section 401(b) 
of the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1611(b)) (as amended by subsection (a)) is 
amended by inserting at the end the fallowing: 

"(4) Subsection (a) shall not apply to any 
benefit payable under the Railroad Retirement 
Act of 1974 or the Railroad Unemployment In
surance Act to an alien who is lawfully present 
in the United States as determined by the Attor
ney General or to an alien residing outside the 
United States.". 
SEC. 5562. EXCEPTIONS TO BENEFIT UMITA

TIONS: CORRECTIONS TO REF
ERENCE CONCERNING ALIENS 
WHOSE DEPORTATION IS WITHHELD. 

Sections 402(a)(2)(A), 402(b)(2)(A), 
403(b)(l)(C), 412(b)(l)(C), and 431(b)(5) of the 
Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)(A), 1612(b)(2)(A), 1613(b)(l)(C), 
1622(b)(l)(C), and 1641(b)(5)) as amended by this 
Act are each amended by striking " section 
243(h) of such Act " each place it appears and 
inserting "section 243(h) of such Act (as in ef
fect immediately before the effective date of sec
tion 307 of division C of Public Law 104-208) or 
section 241(b)(3) of such Act (as amended by sec
tion 305(a) of division C of Public Law 104-
208)". 

SEC. 5563. VETERANS EXCEPTION: APPUCATION 
OF MINIMUM ACTIVE DUTY SERVICE 
REQUIREMENT; EXTENSION TO 
UNREMARRIED SURVIVING SPOUSE; 
EXPANDED DEFINITION OF VET· 
ERAN. 

(a) APPLICATION OF MINIMUM ACTIVE DUTY 
SERVICE REQUIREMENT.-Secttons 
402(a)(2)(C)(i), 402(b)(2)(C)(t). 403(b)(2)( A). and 
412(b)(3)( A) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 (8 
U.S.C. 1612(a)(2)(C)(i), 1612(b)(2)(C)(i). 
1613(b)(2)(A), and 1622(b)(3)(A)) are each 
amended by inserting "and who fulfills the min
imum active-duty service requirements of section 
5303A(d) of title 38, United States Code" after 
''alienage''. 

(b) EXCEPTION APPLICABLE TO UNREMARRIED 
SURVIVING SPOUSE.-Sections 402(a)(2)(C)(iii) , 
402(b)(2)(C)(iii), 403(b)(2)(C), and 412(b)(3)(C) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612( a)(2)(C)(iii), 1612(b)(2)(C)(iii), 1613(b)(2)(C), 
and 1622(b)(3)(C)) are each amended by insert
ing before the period "or the unremarried sur
viving spouse of an individual described in 
clause (i) or (ii) who is deceased if the marriage 
fulfills the requirements of section 1304 of ti tle 
38, United States Code". 

(C) EXPANDED DEFINITION OF VETERAN.-Sec
tions 402(a)(2)(C)(i), 402(b)(2)(C)(i), 403(b)(2)(A), 
and 412(b)(3)(A) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (8 U.S.C. 1612(a)(2)(C)(i), 1612(b)(2)(C)(i), 
1613(b)(2)(A), and 1622(b)(3)(A)) are each 
amended by inserting ", 1101, or 1301, or as de
scribed in section 107" after "section 101 ". 
SEC. 5564. NOTIFICATION CONCERNING ALIENS 

NOT LAWFULLY PRESENT: CORREC
TION OF TERMINOLOGY. 

Section 1631(e)(9) of the Social Security Act 
(42 U.S.C. 1383(e)(9)) and section 27 of the 
United States Housing Act of 1937, as added by 
section 404 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996, 
are each amended by striking ''unlawfully in 
the United States" each place it appears and in
serting "not lawfully present in the United 
States". 
SEC. 5565. FREELY ASSOCIATED STATES: CON

TRACTS AND UCENSES. 
Sections 401(c)(2)(A) and 411(c)(2)(A) of the 

Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1611(c)(2)(A) 
and 1621(c)(2)(A)) are each amended by insert
ing before the semicolon at the end " , or to a cit
izen of a freely associated state, if section 141 of 
the applicable compact of free association ap
proved in Public Law 99-239 or 99--658 (or a suc
cessor provision) is in effect". 
SEC. 5566. CONGRESSIONAL STATEMENT RE

GARDING BENEFITS FOR HMONG 
AND OTHER HIGHLAND LAO VET
ERANS. 

(a) FINDINGS.-The Congress makes the fol
lowing findings: 

(1) Hmong and other Highland Lao tribal peo
ples were recruited, armed, trained, and funded 
for military operations by the United States De
partment of Defense, Central Intelligence Agen
cy, Department of State, and Agency for Inter
national Development to further United States 
national security interests during the Vietnam 
conflict. 

(2) Hmong and other Highland Lao tribal 
forces sacrificed their own lives and saved the 
lives of American military personnel by rescuing 
downed American pilots and aircrews and by 
engaging and successfully fighting North Viet
namese troops. 

(3) Thousands of Hmong and other Highland 
Lao veterans who fought in special guerilla 
units on behalf of the United States during the 
Vietnam conflict, along with their families , have 
been lawfully admitted to the United States in 
recent years. 
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(4) The Personal Responsibility and Work Op

portunity Reconciliation Act of 1996 (Public 
Law 104-193), the new national welfare reform 
law, restricts certain welfare benefits for non
citizens of the United States and the exceptions 
for noncitizen veterans of the Armed Forces of 
the United States do not extend to Hmong vet
erans of the Vietnam conflict era, making 
Hmong veterans and their families receiving cer
tain welfare benefits subject to restrictions de
spite their military service on behalf of the 
United States. 

(b) CONGRESSIONAL STATEMENT.-It is the 
sense of the Congress that Hmong and other 
Highland Lao veterans who fought on behalf of 
the Armed Forces of the United States during 
the Vietnam conflict and have lawfully been ad
mitted to the United States for permanent resi
dence should be considered veterans for pur
poses of continuing certain welfare benefits con
sistent with the exceptions provided other non
citizen veterans under the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996. 

Subchapter B-General Provisions 
SEC. 5571. DETERMINATION OF TREATMENT OF 

BATTERED ALIENS AS QUALIFIED 
ALIENS; INCLUSION OF ALIEN CHILD 
OF BATTERED PARENT AS QUALI
FIED ALIEN. 

(a) DETERMINATION OF STATUS BY AGENCY 
PROVIDING BENEFITS.- Section 431 of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1641) is 
amended in subsections (c)(l)(A) and (c)(2)(A) 
by striking "Attorney General, which opinion is 
not subject to review by any court)'' each place 
it appears and inserting "agency providing such 
benefits)". 

(b) GUIDANCE ISSUED BY ATTORNEY GEN
ERAL.- Section 431(c) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (8 U.S.C. 1641(c)) is amended by adding 
at the end the fallowing new undesignated 
paragraph: 

"After consultation with the Secretaries of 
Health and Human Services , Agriculture, and 
Housing and Urban Development, the Commis
sioner of Social Security, and with the heads of 
such Federal agencies administering benefits as 
the Attorney General considers appropriate, the 
Attorney General shall issue guidance (in the 
Attorney General's sole and unreviewable dis
cretion) for purposes of this subsection and sec
tion 421(!), concerning the meaning of the terms 
'battery ' and 'extreme cruelty', and the stand
ards and methods to be used for determining 
whether a substantial connection exists between 
battery or cruelty suffered and an individual's 
need for benefits under a specific Federal, State, 
or local program. ''. 

(c) INCLUSION OF ALIEN CHILD OF BATTERED 
PARENT AS QUALIFIED ALIEN.-Section 431(c) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1641(c)) is amended-

(1) at the end of paragraph (l)(B)(iv) by strik-' 
ing "or"; 

(2) at the end of paragraph (2)(B) by striking 
the period and inserting ";or"; and 

(3) by inserting after paragraph (2)(B) and be
fore the last sentence of such subsection the f al
lowing new paragraph: 

"(3) an alien child who-
"( A) resides in the same household as a par

ent who has been battered or subjected to ex
treme cruelty in the United States by that par
ent's spouse or by a member of the spouse's fam
ily residing in the same household as the parent 
and the spouse consented or acquiesced to such 
battery or cruelty, but only if (in the opinion of 
the agency providing such benefits) there is a 
substantial connection between such battery or 
cruelty and the need for the benefits to be pro
vided; and 

" (B) who meets the requirement of subpara
graph (B) of paragraph (1). " . 

(d) INCLUSION OF ALIEN CHILD OF BATTERED 
PARENT UNDER SPECIAL RULE FOR ATTRIBUTION 
OF INCOME.-Section 421(!)(1)( A) of the Personal 
Responsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1631(f)(l)(A)) is 
amended-

(1) at the end of clause (i) by striking "or"; 
and 

(2) by striking "and the battery or cruelty de
scribed in clause (i) or (ii)" and inserting "or 
(iii) the alien is a child whose parent (who re
sides in the same household as the alien child) 
has been battered or subjected to extreme cruelty 
in the United States by that parent's spouse, or 
by a member of the spouse's family residing in 
the same household as the parent and the 
spouse consented to, or acquiesced in, such bat
tery or cruelty, and the battery or cruelty de
scribed in clause (i) , (ii), or (iii)". 
SEC. 5572. VERIFICATION OF EUGIBILITY FOR 

BENEFITS. 
(a) REGULATIONS AND GUIDANCE.-Section 

432(a) of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (8 U.S.C. 
1642(a)) is amended-

(1) by inserting at the end of paragraph (1) 
the following: "Not later than 90 days after the 
date of the enactment of the Balanced Budget 
Act of 1997, the Attorney General of the United 
States, after consultation with the Secretary of 
Health and Human Services, shall issue interim 
verification guidance."; and 

(2) by adding after paragraph (2) the f al
lowing new paragraph: 

"(3) Not later than 90 days after the date of 
the enactment of the Balanced Budget Act of 
1997, the Attorney General shall promulgate reg
ulations which set forth the procedures by 
which a State or local government can verify 
whether an alien applying for a State or local 
public benefit is a qualified alien, a non
immigrant under the Immigration and Nation
ality Act, or an alien paroled into the United 
States under section 212(d)(5) of the Immigration 
and Nationality Act for less than 1 year, for 
purposes of determining whether the alien is in
eligible for benefits under section 411 of this 
Act.''. 

(b) DISCLOSURE OF INFORMATION FOR 
VERIFICATION.-Section 384(b) of the Illegal Im
migration Reform and Immigrant Responsibility 
Act of 1996 (division C of Public Law 104- 208) is 
amended by adding after paragraph (4) the fol
lowing new paragraph: 

"(5) The Attorney General is authorized to 
disclose information, to Federal, State, and local 
public and private agencies providing benefits, 
to be used solely in making determinations of 
eligibility for benefits pursuant to section 431(c) 
of the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996.". 
SEC. 5573. QUALIFYING QUARTERS: DISCLOSURE 

OF QUARTERS OF COVERAGE INFOR
MATION; CORRECTION TO ASSURE 
THAT CREDITING APPUES TO ALL 
QUARTERS EARNED BY PARENTS BE
FORE CHILD IS 18. 

(a) DISCLOSURE OF QUARTERS OF COVERAGE 
INFORMATION.-Section 435 of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1645) is amended by 
adding at the end the fallowing: "Notwith
standing section 6103 of the Internal Revenue 
Code of 1986, the Commissioner of Social Secu
rity is authorized to disclose quarters of cov
erage information concerning an alien and an 
alien 's spouse or parents to a government agen
cy for the purposes of this title. " . 

(b) CORRECTION TO ASSURE THAT CREDlTING 
APPLIES TO ALL QUARTERS EARNED BY PARENTS 
BEFORE CHILD JS 18.-Section 435(1) Of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 1645(1)) is 

amended by striking ''while the alien was under 
age 18," and inserting "before the date on 
which the alien attains age 18, ". 
SEC. 5574. STATUTORY CONSTRUCTION: BENEFIT 

EUGIBIUTY LIMITATIONS APPUCA
BLE ONLY WITH RESPECT TO ALIENS 
PRESENT IN THE UNITED STATES. . 

Section 433 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 (8 
U.S.C. 1643) is amended-

(1) by redesignating subsections (b) and (c) as 
subsections (c) and (d); and 

(2) by adding after subsection (a) the fol
lowing new subsection: 

"(b) BENEFIT ELIGIBILITY LIMITATIONS APPLI
CABLE ONLY WITH RESPECT TO AL/ENS PRESENT 
IN THE UNITED STATES.-Notwithstanding any 
other provision of this title, the limitations on 
eligibility for benefits under this title shall not 
apply to eligibility for benefits of aliens who are 
not residing , or present, in the United States 
with respect to-

"(1) wages, pensions, annuities, and other 
earned payments to which an alien is entitled 
resulting from employment by, or on behalf of, 
a Federal, State, or local government agency 
which was not prohibited during the period of 
such employment or service under section 274A 
or other applicable provision of the Immigration 
and Nationality Act; or 

"(2) benefits under laws administered by the 
Secretary of Veterans Affairs.". 

Subchapter C-Miscellaneous Clerical and 
Technical Amendments; Effective Date 

SEC. 5581. CORRECTING MISCELLANEOUS CLER
ICAL AND TECHNICAL ERRORS. 

(a) INFORMATION REPORTING UNDER TITLE IV 
OF THE SOCJAL SECURITY ACT.-Effective July 1, 
1997, section 408 (42 U.S.C. 608), as amended by 
sections 5001(h)(l) and 5505(e) of this Act, is 
amended by adding at the end the following 
new subsection: 

"(g) STATE REQUIRED TO PROVIDE CERTAJN 
INFORMATION.-Each State to which a grant is 
made under section 403 shall, at least 4 times 
annually and upon request of the Immigration 
and Naturalization Service, furnish the Immi
gration and Naturalization Service with the 
name and address of, and other identifying in
formation on, any individual who the State 
knows is not lawfully present in the United 
States.''. 

(b) MISCELLANEOUS CLERICAL AND TECHNICAL 
CORRECTIONS.-

(1) Section 411(c)(3) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (8 U.S.C. 1621(c)(3)) is amended by strik
ing "4001(c)" and inserting "401(c)". 

(2) Section 422(a) of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996 (8 U.S.C. 1632(a)) is amended by striking 
"benefits (as defined in section 412(c))," and in
serting " benefits,". 

(3) Section 412(b)(l)(C) of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1622(b)(l)(C)) is 
amended by striking "with-holding" and insert
ing "withholding". 

(4) The subtitle heading for subtitle D of title 
IV of the Personal Responsibility and Work Op
portunity Reconciliation Act of 1996 is amended 
to read as fallows: 

"Subtitle D--General Provisions". 
(5) The subtitle heading for subtitle F of title 

IV of the Personal Responsibility and Work Op
portunity Reconciliation Act of 1996 is amended 
to read as fallows: 
"Subtitle F-Earned Income Credit Denied to 

Unauthorized Employees". 
(6) Section 431(c)(2)(B) of the Personal Re

sponsibility and Work Opportunity Reconcili 
ation Act of 1996 (8 U.S.C. 1641(c)(2)(B)) is 
amended by striking "clause (ii) of subpara
graph (A)" and inserting "subparagraph (B) of 
paragraph (1) ". 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16343 
(7) Section 431(c)(l)(B) of the Personal Re

sponsibility and Work Opportunity Reconcili
ation Act of 1996 (8 U.S.C. 1641(c)(l)(B)) is 
amended-

( A) in clause (iii) by striking " , or" and in
serting " (as in effect prior to April 1, 1997), " ; 
and 

(B) by adding after clause (iv) the following 
new clause: 

"(v) cancellation of removal pursuant to sec
tion 240A(b)(2) of such Act;". 
SEC. 5582. EFFECTIVE DATE. 

Except as otherwise provided, the amendments 
made by this chapter shall be effective as if in
cluded in the enactment of title IV of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996. 

CHAPTER 5-CHIW PROTECTION 
SEC. 5591. CONFORMING AND TECHNICAL AMEND

MENTS RELATING TO CHIW PRO
TECTION. 

(a) METHODS PERMITTED FOR CONDUCT OF 
STUDY OF CHILD WELFARE.-Section 429A(a) (42 
U.S.C. 628b(a)) is amended by inserting " (di
rectly, or by grant, contract, or interagency 
agreement)" after "conduct ". 

(b) REDESIGNA1'10N OF p ARAGRAPH.- Section 
471(a) (42 U.S.C. 671(a)) is amended-

(1) by striking "and" at the end of paragraph 
(17); 

(2) by striking the period at the end of para
graph (18) (as added by section 1808(a) of the 
Small Business Job Protection Act of 1996 (Pub
lic Law 104-188; 110 Stat. 1903)) and inserting " ; 
and"; and 

(3) by redesignating paragraph (18) (as added 
by section 505(3) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (Public Law 104-193; 110 Stat. 2278)) as 
paragraph (19). 
SEC. 5592. ADDITIONAL TECHNICAL AMEND

MENTS RELATING TO CHIW PRO
TECTION. 

(a) PART B AMENDMENTS.-
(]) IN GENERAL.-Part B of title IV (42 u.s.c. 

620-635) is amended-
( A) in section 422(b)-
(i) by striking the period at the end of the 

paragraph (9) (as added by section 554(3) of the 
Improving America 's Schools Act of 1994 (Public 
Law 103-382; 108 Stat. 4057)) and inserting a 
semicolon; 1 

(ii) by redesignating paragraph (10) as para
graph (11); and 

(iii) by redesignating paragraph (9), as added 
by section 202(a)(3) of the Social Security Act 
Amendments of 1994 (Public Law 103-432, 108 
Stat. 4453), as paragraph (10); 

(B) in sections 424(b) and 425(a), by striking 
"422(b)(9)" each place it appears and inserting 
" 422(b)(10)"; and 

(C) by transferring section 429A (as added by 
section 503 of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 

· (Public Law 104-193; 110 Stat. 2277)) to the end 
of subpart 1. 

(2) CLARIFICATION OF CONFLICTING AMEND
MENTS.- Section 204(a)(2) of the Social Security 
Act Amendments of 1994 (Public Law 103-432; 
108 Stat. 4456) is amended by inserting "(as 
added by such section 202(a))" before "and in
serting''. 

(b) PART E AMENDMENTS.-Section 472(d) (42 
U.S.C. 672(d)) is amended by striking 
"422(b)(9)" and inserting " 422(b)(10)". 
SEC. 5593. EFFECTIVE DATE. 

The amendments made by this chapter shall 
take effect as if included in the enactment of 
title V of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (Public 
Law 104-193; 110 Stat. 2277). 

CHAPTER 6-CHILD CARE 
SEC. 5601. CONFORMING AND TECHNICAL AMEND

MENTS RELATING TO CHILD CARE. 
(a) FUNDING.-Section 418(a) (42 u.s.c. 

618(a)) is amended-

(1) in paragraph (1)-
( A) in the matter preceding subparagraph (A), 

by inserting "the greater of" after "equal to"; 
(B) in subparagraph (A)-
(i) by striking "the sum of"; 
(ii) by striking "amounts expended" and in

serting "expenditures"; and 
(iii) by striking "section-" and all that fol

lows and inserting "subsections (g) and (i) of 
section 402 (as in effect before October 1, 1995); 
or' '; 

(C) in subparagraph (B)-
(i) by striking " sections" and inserting " sub

sections"; and 
(ii) by striking the semicolon at the end and 

inserting a period; and 
(D) in the matter following subparagraph (B), 

by striking "whichever is greater."; and 
(2) in paragraph (2)-
( A) by striking subparagraph (B) and insert

ing the fallowing: 
"(B) ALLOTMENTS TO STATES.-The total 

amount available for payments to States under 
this paragraph, as determined under subpara
graph (A), shall be allotted among the States 
based on the formula used for determining the 
amount of Federal payments to each State 
under section 403(n) (as in effect before October 
1, 1995). "; 

(B) by striking subparagraph (C) and insert
ing the following: 

"(C) FEDERAL MATCHING OF STATE EXPENDI
TURES EXCEEDING HISTORICAL EXPENDITURES.
The Secretary shall pay to each eligible State 
for a fiscal year an amount equal to the lesser 
of the State's allotment under subparagraph (B) 
or the Federal medical assistance percentage for 
the State for the fiscal year (as defined in sec
tion 1905(b), as such section was in effect on 
September 30, 1995) of so much of the State's ex
penditures for child care in that fiscal year as 
exceed the total amount of expenditures by the 
State (including expenditures from amounts 
made available from Federal funds) in fiscal 
year 1994 or 1995 (whichever is greater) for the 
programs described in paragraph (1)( A)."; and 

(C) in subparagraph (D)(i)-
(i) by striking "amounts under any grant 

awarded" and inserting "any amounts allot
ted"; and 

(ii) by striking "the grant is made" and in
serting "such amounts are allotted". 

(b) DATA USED TO DETERMINE HISTORIC 
STATE EXPENDITURES.- Section 418(a) (42 u.s.c. 
618(a)) is amended by adding at the end the fol 
lowing: 

"(5) DATA USED TO DETERMINE STATE AND FED
ERAL SHARES OF EXPENDITURES.-In making the 
determinations concerning expenditures re
quired under paragraphs (1) and (2)(C), the Sec
retary shall use information that was reported 
by the State on ACF Form 231 and available as 
of the applicable dates specified in clauses (i)( I), 
(ii), and (iii)( III) of section 403(a)(l)(D). ". 

(C) DEFINITION OF STATE.-Section 418(d) (42 
U.S.C. 618(d)) is amended by striking " or" and 
inserting "and". 
SEC. 5602. ADDITIONAL CONFORMING AND TECH

NICAL AMENDMENTS. 
The Child Care and Development Block Grant 

Act of 1990 (42 U.S.C. 9858 et seq.) is amended
(1) in section 658E(c)(2)(E)(ii), by striking 

"tribal organization" and inserting "tribal or
ganizations"; 

(2) in section 658K(a)
( A) in paragraph (1)-
(i) in subparagraph (B)-
(I) by striking clause (iv) and inserting the 

following : 
"(iv) whether the head of the family unit is a 

single parent;"; 
(II) in clause (v)-
(aa) in the matter preceding subclause (I), by 

striking ''including the amount obtained from 

(and separately identified)-" and inserting 
"including- "; and 

(bb) by striking subclause (II) and inserting 
the following: 

"(II) cash or other assistance under-
" (aa) the temporary assistance for needy fam

ilies program under part A of title IV of the So
cial Security Act (42 U.S.C. 601 et seq.); and 

"(bb) a State program for which State spend
ing is counted toward the maintenance of effort 
requirement under section 409(a)(7) of the Social 
Security Act (42 U.S.C. 609(a)(7));"; and 

(III) in clause (x), by striking "week" and in
serting "month"; and 

(ii) by striking subparagraph (D) and insert
ing the following: 

"(D) USE OF SAMPLES.-
"(i) AUTHORITY.-A State may comply with 

the requirement to collect the information de
scribed in subparagraph (B) through the use of 
disaggregated case record information on a sam
ple of families selected through the use of sci
entifically acceptable sampling methods ap
proved by the Secretary. 

"(ii) SAMPLING AND OTHER METHODS.-The 
Secretary shall provide the States with such 
case sampling plans and data collection proce
dures as the Secretary deems necessary to 
produce statistically valid samples of the infor
mation described in subparagraph (B). The Sec
retary may develop and implement procedures 
for verifying the quality of data submitted by 
the States."; and 

(B) in paragraph (2)-
(i) in the heading, by striking "BIANNUAL" 

and inserting "ANNUAL"; and 
(ii) by striking "6" and inserting "12"; 
(3) in section 658L, by striking "1997" and in

serting "1998"; 
(4) in section 6580(c)(6)(C), by striking "(A)" 

and inserting "(B)"; and 
(5) in section 658P(13), by striking " or " and 

inserting "and". 
SEC. 5603. EFFECTIVE DATES. 

(a) IN GENERAL.-Except as provided in sub
section (b), this chapter and the amendments 
made by this chapter shall take effect as if in
cluded in the enactment of title VI of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (Public Law 104- 193; 
110 Stat. 2278). 

(b) EXCEPTIONS.-The amendment made by 
section 5601(a)(2)(B) shall take effect on October 
1, 1997. 
CHAPTER 7-ERISA AMENDMENTS RELAT

ING TO MEDICAL CHIW SUPPORT OR
DERS 

SEC. 5611. AMENDMENTS RELATING TO SECTION 
303 OF THE PERSONAL RESPONSI
BIUTY AND WORK OPPORTUNITY 
RECONCILIATION ACT OF 1996. 

(a) PRIVACY SAFEGUARDS FOR MEDICAL CHILD 
SUPPORT ORDERS.-Section 609(a)(3)(A) of the 
Employee Retirement Income Security Act of 
1974 (29 U.S.C. 1169(a)(3)(A)) is amended by 
adding at the end the following : "except that, to 
the extent provided in the order, the name and 
mailing address of an official of a State or a po
litical subdivision thereof may be substituted for 
the mailing address of any such alternate recipi
ent,". 

(b) PAYMENT TO STATE OFFICIAL TREATED AS 
SATISFACTION OF PLAN'S OBLIGATION.- Section 
609(a) of such Act (29 U.S.C. 1169(a)) is amended 
by adding at the end the fallowing new para
graph: 

" (9) PAYMENT TO STATE OFFICIAL TREATED AS 
SATISFACTION - OF PLAN 'S OBLIGATION TO MAKE 
PAYMENT TO ALTERNATE RECIPIENT.-Payment of 
benefits by a group health plan to an official of 
a State or a political subdivision thereof whose 
name and address have been substituted for the 
name and address of an alternate recipient in a 
qualified medical child support order, pursuant 
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to paragraph (3)(A), shall be treated, for pur
poses of this title, as payment of benefits to the 
alternate recipient.". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to med
ical child support orders issued on or after the 
date of the enactment of this Act. 
SEC. 5612. AMENDMENT RELATING TO SECTION 

381 OF THE PERSONAL RESPONSI
BIUTY AND WORK OPPORTUNITY 
RECONCIUATION ACT OF 1996. 

(a) CLARIFICATION OF EFFECT OF ADMINISTRA
TIVE NOTICES.-Section 609(a)(2)(B) of the Em
ployee Retirement Income Security Act of 1974 
(29 U.S.C. 1169(a)(2)(B)) is amended by adding 
at the end the following new sentence: "For 
purposes of this subparagraph, an administra
tive notice which is issued pursuant to an ad
ministrative process referred to in subclause (JI) 
of the preceding sentence and which has the ef
fect of an order described in clause (i) or (ii) of 
the preceding sentence shall be treated as such 
an order.''. 

(b) EFFECTIVE DATE.-The amendment made 
by this section shall be effective as if included in 
the enactment of section 381 of the Personal Re
sponsibility and Work Opportunity Reconcili
ation Act of 1996 (Public Law 104- 193; 110 Stat. 
2257). 

SEC. 5613. AMENDMENTS RELATING TO SECTION 
382 OF THE PERSONAL RESPONSI
BILITY AND WORK OPPORTUNITY 
RECONCIUATION ACT OF 1996. 

(a) ELIMINATION OF REQUIREMENT THAT OR
DERS SPECIFY AFFECTED PLANS.-Section 
609(a)(3) of the Employee Retirement Income Se
curity Act of 1974 (29 U.S.C. 1169(a)(3)) is 
amended-

(1) in subparagraph (B), by striking "by the 
plan"; 

(2) by adding "and" at the end of subpara
graph (B); 

(3) in subparagraph (C), by striking ", and" 
and inserting a period; and 

(4) by striking subparagraph (D). 
(b) CLARIFICATION OF APPLICABILITY OF OR

DERS.-Section 609(a)(J) of such Act (29 U.S.C. 
1169(a)(1)) is amended by adding at the end the 
fallowing new sentence: "A qualified medical 
child support order with respect to any partici
pant or beneficiary shall be deemed to apply to 
each group health plan which has received such 
order, from which the participant or beneficiary 
is eligible to receive benefits, and with respect to 
which the requirements of paragraph (4) are 
met.". 

(C) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to med
ical child support orders issued on or after the 
date of the enactment of this Act. 

Subtitle G-Miscellaneous 

SEC. 5701. INCREASE IN PUBLIC DEBT UMIT. 

Subsection (b) of section 3101 of title 31, 
United States Code, is amended by striking the 
dollar amount contained therein and inserting 
''$5,950 ,000 ,000 ,000' '. 

SEC. 5702. AUTHORIZATION OF APPROPRIATIONS 
FOR ENFORCEMENT INITIATIVES RE
LATED TO THE EARNED INCOME TAX 
CREDIT. 

In addition to any other funds available 
therefor, there are authorized to be appropriated 
to the Secretary of the Treasury, for improved 
application of the earned income credit under 
section 32 of the Internal Revenue Code of 1986, 
not more than-

(1) $138,000,000 for fiscal year 1998; 
(2) $143,000,000 for fiscal year 1999; 
(3) $144,000,000 for fiscal year 2000; 
(4) $145,000,000 for fiscal year 2001; and 
(5) $146,000,000 for fiscal year 2002. 

TinEW-EDUCATIONANDRELATED 
PROVISIONS 

Subtitle A-Higher Education 
SEC. 6101. MANAGEMENT AND RECOVERY OF RE· 

SERVES. 
(a) AMENDMENT.-Section 422 Of the Higher 

Education Act of 1965 (20 U.S.C. 1072) is amend
ed by adding after subsection (g) the following 
new subsection: 

"(h) RECALL OF RESERVES; LIMITATIONS ON 
USE OF RESERVE FUNDS AND ASSETS.-

"(1) IN GENERAL.-Notwithstanding any other 
provision of law, the Secretary shall, except as 
otherwise provided in this subsection, recall 
$1,000,000,000 from the reserve funds held by 
guaranty agencies on September 1, 2002. 

"(2) DEPOSIT.-Funds recalled by the Sec
retary under this subsection shall be deposited 
in the Treasury. 

"(3) REQUIRED SHARE.-The Secretary shall 
require each guaranty agency to return reserve 
funds under paragraph (1) based on the agen
cy's required share of recalled reserve funds 
held by guaranty agencies as of September 30, 
1996. For purposes of this paragraph, a guar
anty agency's required share of recalled reserve 
funds shall be determined as fallows: 

"(A) The Secretary shall compute each guar
anty agency's reserve ratio by dividing (i) the 
amount held in the agency's reserve funds as of 
September 30, 1996 (but reflecting later account
ing or auditing adjustments approved by the 
Secretary), by (ii) the original principal amount 
of all loans for which the agency has an out
standing insurance obligation as of such date, 
including amounts of outstanding loans trans
! erred to the agency from another guaranty 
agency. 

"(B) If the reserve ratio of any guaranty 
agency as computed under subparagraph (A) ex
ceeds 2.0 percent, the agency's required share 
shall include so much of the amounts held in 
the agency's reserve funds as exceed a reserve 
ratio of 2.0 percent. 

"(C) If any additional amount is required to 
be recalled under paragraph (1) (after deducting 
the total of the required shares calculated under 
subparagraph (B)), such additional amount 
shall be obtained by imposing on each guaranty 
agency an equal percentage reduction in the 
amount of the agency's reserve funds remaining 
after deduction of the amount recalled under 
subparagraph (B), except that such percentage 
reduction under this subparagraph shall not re
sult in the agency's reserve ratio being reduced 
below 0.58 percent. The equal percentage reduc
tion shall be the percentage obtained by divid
ing-

"(i) the additional amount required to be re
called (after deducting the total of the required 
shares calculated under subparagraph (B)), by 

"(ii) the total amount of all such agencies' re
serve funds remaining (after deduction of the re
quired shares calculated under such subpara
graph). 

"(D) If any additional amount is required to 
be recalled under paragraph (1) (after deducting 
the total of the required shares calculated under 
subparagraphs (B) and (C)), such additional 
amount shall be obtained by imposing on each 
guaranty agency with a reserve ratio (after de
ducting the required shares calculated under 
such subparagraphs) in excess of 0.58 percent an 
equal percentage reduction in the amount of the 
agency's reserve funds remaining (after such de
duction) that exceed a reserve ratio of 0.58 per
cent. The equal percentage reduction shall be 
the percentage obtained by dividing-

" (i) the additional amount to be recalled 
under paragraph (1) (after deducting the 
amount recalled under subparagraphs (B) and 
(C)), by 

"(ii) the total amount of all such agencies' re
serve funds remaining (after deduction of the re-

quired shares calculated under such subpara
graphs) that exceed a reserve ratio of 0.58 per
cent. 

"(4) RESTRICTED ACCOUNTS REQUIRED.-
"( A) IN GENERAL.-Within 90 days after the 

beginning of each of the fiscal years 1998 
through 2002, each guaranty agency shall trans
! er a portion of the agency 's required share de
termined under paragraph (3) to a restricted ac
count established by the agency that is of a type 
selected by the agency with the approval of the 
Secretary. Funds trans! erred to such restricted 
accounts shall be invested in obligations issued 
or guaranteed by the United States or in other 
similarly low-risk securities. 

"(B) REQUIREMENT.-A guaranty agency shall 
not use the funds in such a restricted account 
for any purpose without the express written per
mission of the Secretary, except that a guaranty 
agency may use the earnings. from such re
stricted account for default reduction activities. 

"(C) INSTALLMENTS.-ln each of fiscal years 
1998 through 2002, each guaranty agency shall 
transfer the agency's required share to such re
stricted account in 5 equal annual installments, 
except that-

" (i) a guaranty agency that has a reserve 
ratio (as computed under subparagraph (3)(A)) 
equal to or less than 1.10 percent may transfer 
the agency's required share to such account in 
4 equal installments beginning in fiscal year 
1999; and 

"(ii) a guaranty agency may transfer such re
quired share to such account in accordance with 
such other payment schedules as are approved 
by the Secretary. 

"(5) SHORTAGE.-lf, on September 1, 2002, the 
total amount in the restricted accounts de
scribed in paragraph ( 4) is less than the amount 
the Secretary is required to recall under para
graph (1), the Secretary shall require the return 
of the amount of the shortage from other reserve 
funds held by guaranty agencies under proce
dures established by the Secretary. The Sec
retary shall first attempt to obtain the amount 
of such shortage from each guaranty agency 
that failed to trans! er the agency's required 
share to the agency's restricted account in ac
cordance with paragraph (4). 

"(6) ENFORCEMENT.-
"( A) IN GENERAL.-The Secretary may take 

such reasonable measures, and require such in
formation, as may be necessary to ensure that 
guaranty agencies comply with the requirements 
of this subsection. 

"(B) PROHIBITION.-lf the Secretary deter
mines that a guaranty agency has failed to 
transfer to a restricted account any portion of 
the agency's required share under this sub
section, the agency may not receive any other 
funds under this part until the Secretary deter
mines that the agency has so trans! erred the 
agency's required share. · 

"(C) WAIVER.-The Secretary may waive the 
requirements of subparagraph (B) for a guar
anty agency described in such subparagraph if 
the Secretary determines that there are extenu
ating circumstances beyond the control of the 
agency that justify such waiver. 

"(7) LIMITATION.-
"(A) RESTRICTION ON OTHER AUTHORITY.-The 

Secretary shall not have any authority to direct 
a guaranty agency · to return reserve funds 
under subsection ( g)(l)( A) during the period 
from the date of enactment of the Balanced 
Budget Act of 1997 through September 30, 2002. 

"(B) USE OF TERMINATION COLLECTIONS.-Any 
reserve funds directed by the Secretary to be re
turned to the Secretary under subsection 
(g)(l)(B) during such period that do not exceed 
a guaranty agency's required share of recalled 
reserve funds under paragraph (3)-

"(i) shall be used to satisfy the agency's re
quired share of recalled reserve funds; and 
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"(ii) shall be deposited in the restricted ac

count established by the agency under para
graph (4), without regard to whether such funds 
exceed the next installment required under such 
paragraph. 

"(C) USE OF SANCTIONS COLLECTIONS.- Any 
reserve funds directed by the Secretary to be re
turned to the Secretary under subsection 
(g)(l)(C) during such period that do not exceed 
a guaranty agency's next installment under 
paragraph (4)-

"(i) shall be used to satisfy the agency's next 
installment; and 

"(ii) shall be deposited in the restricted ac
count established by the agency under para
graph (4) . 

"(D) BALANCE AVAILABLE TO SECRETARY.
Any reserve funds directed by the Secretary to 
be returned to the Secretary under subpara
graph (B) or (CJ of subsection (g)(l) that remain 
after satisfaction of the requirements of sub
paragraphs (B) and (C) of this paragraph shall 
be deposited in the Treasury. 

"(8) DEFJNITIONS.-For the purposes of this 
subsection: 

"(A) DEFAULT REDUCTION ACTIVITIES.-The 
term 'default reduction activities' means activi
ties to reduce student loan defaults that im
prove, strengthen, and expand default preven
tion activities, such as-

"(i) establishing a program of partial loan 
cancellation to reward disadvantaged borrowers 
for good repayment histories with their lenders; 

"(ii) establishing a financial and debt man
agement counseling program for high-rislc bor
rowers that provides long-term training (begin
ning prior to the first disbursement of the bor
rower's first student loan and continuing 
through the completion of the borrower's pro
gram of education or training) in budgeting and 
other aspects of financial management, includ
ing debt management; 

"(iii) establishing a program of placement 
counseling to assist high-risk borrowers in iden
tifying employment or additional training op
portunities; and 

" (iv) developing public service announcements 
that would detail consequences of student loan 
default and provide information regarding a 
toll-free telephone number established by the 
guaranty agency for use by borrowers seeking 
assistance in avoiding def a ult. 

"(B) RESERVE FUNDS.-The term 'reserve 
funds' when used with respect to a guaranty 
agency-

" (i) .includes any reserve funds in cash or liq
uid assets held by the guaranty agency, or held 
by, or under the control of, any other entity; 
and 

"(ii) does not include buildings, equipment, or 
other nonliquid assets.". 

(b) CONFORMING AMENDMENT.-Section 
428(c)(9)(A) of the Higher Education Act of 1965 
(20 U.S.C. 1078(c)(9)(A)) is amended-

(]) in the first sentence, by striking ''for the 
fiscal year of the agency that begins in 1993"; 
and 

(2) by striking the third sentence. 
SEC. 6102. REPEAL OF DIRECT LOAN ORIGINA

TION FEES TO INSTITUTIONS OF 
HIGHER EDUCATION. 

Section 452 of the Higher Education Act of 
1965 (20 U.S.C. 1087b) is amended-

(]) by striking subsection (b); and 
(2) by redesignating subsections (c) and (d) as 

subsections (b) and (c), respectively. 
SEC. 6103. FUNDS FOR ADMINISTRATIVE EX

PENSES. 

Subsection (a) of section 458 of the Higher 
Education Act of 1965 (20 U.S.C. 1087h(a)) is 
amended to read as follows: 

"(a) ADMINISTRATIVE EXPENSES.-
"(]) IN GENERAL.-Each fiscal year, there 

shall be available to the Secretary from funds 

not otherwise appropriated, funds to be obli
gated for-

"(A) administrative costs under this part and 
part B, including the costs of the direct student 
loan programs under this part, and 

"(B) administrative cost allowances payable 
to guaranty agencies under part B and cal
culated in accordance with paragraph (2), 
not to exceed (from such funds not otherwise 
appropriated) $532,000,000 in fiscal year 1998, 
$610,000,000 in fiscal year 1999, $705,000,000 in 
fiscal year 2000, $750,000,000 in fiscal year 2001, 
and $750,000,000 in fiscal year 2002. Administra
tive cost allowances under subparagraph (B) of 
this paragraph shall be paid quarterly and used 
in accordance with section 428(f). The Secretary 
may carry over funds available under this sec
tion to a subsequent fiscal year. 

"(2) CALCULATION BASIS.-Administrative cost 
allowances payable to guaranty agencies under 
paragraph (l)(B) shall be calculated on the 
basis of 0.85 percent of the total principal 
amount of loans upon which insurance was 
issued in excess of $8,200,000,000 in fiscal year 
1997 and upon which insurance is issued on or 
after October 1, 1997, except that such allow
ances shall not exceed-

"( A) $170,000,000 for each of the fiscal years 
1998 and 1999; or 

"(B) $150,000,000 for each of the fiscal years 
2000, 2001, and 2002. " . 
SEC. 6104. EXTENSION OF STUDENT AID PRO

GRAMS. 
Title IV of the Higher Education Act of 1965 

(20 U.S.C. 1070 et seq.) is amended-
(1) in section 424(a), by striking "1998." and 

"2002." and inserting "2002." and "2006. " , re
spectively; 

(2) in section 428(a)(5), by striking "1998, " 
and "2002." and inserting "2002," and "2006. ", 
respectively; and · 

(3) in section 428C(e), by striking " 1998." and 
inserting "2002. ". 

Subtitle B-Repeal of Smith-Hughes 
Vocational Education Act 

SEC. 6201. REPEAL OF SMITH-HUGHES VOCA
TIONAL EDUCATION ACT. 

The Act of February 23, 1917 (39 Stat. 929, 
chapter 114; 20 U.S.C. 11 et seq.) (commonly 
known as the "Smith-Hughes Vocational Edu
cation Act") , is repealed. 

TITLE VII-CIVIL SERVICE RETIREMENT 
AND RELATED PROVISIONS 

SEC. 7001. INCREASED CONTRIBUTIONS TO FED
ERAL CIVILIAN RETIREMENT SYS· 
TEMS. 

(a) CIVIL SERVICE RETIREMENT SYSTEM.
(1) AGENCY CONTRIBUTIONS.-
( A) IN GENERAL.- Notwithstanding section 

8334 (a)(l) or (k)(l) of title 5, United States 
Code, during the period beginning on October 1, 
1997, through September 30, 2002, each employ
ing agency (other than the United States Postal 
Service or the Metropolitan Washington Air
ports Authority) shall contribute-

(i) 8.51 percent of the basic pay of an em
ployee; 

(ii) 9.01 percent of the basic pay of a congres
sional employee, a law enforcement officer, a 
member of the Capitol police, or a firefighter; 
and 

(iii) 9.51 percent of the basic pay of a Member 
of Congress, a Court of Federal Claims judge, a 
United States magistrate, a judge of the United 
States Court of Appeals for the Armed Forces, or 
a bankruptcy judge; 
in lieu of the agency contributions otherwise re
quired under section 8334(a)(l) of title 5, United 
States Code. 

(B) APPLICATION.-For purposes of subpara
graph (A) and notwithstanding the amendments 
made by paragraph (3), during the period begin
ning on January 1, 1999 through December 31, 

2002, with respect to the United States Postal 
Service and the Metropolitan Washington Air
ports Authority, the agency contribution shall 
be determined as though those amendments had 
not been made. 

(2) NO REDUCTION IN AGENCY CONTRIBUTIONS 
BY THE POSTAL SERVICE.-Contributions by the 
Treasury of the United States or the United 
States Postal Service under section 8348 (g), (h), 
or (m) of title 5, United States Code-

( A) shall not be reduced as a result of the 
amendments made under paragraph (3) of this 
subsection; and 

(B) shall be computed as though such amend
ments had not been enacted. 

(3) INDIVIDUAL DEDUCTIONS, WITHHOLDINGS, 
AND DEPOSITS.-

( A) DEDUCTIONS.-The first sentence of sec
tion 8334(a)(l) of title 5, United States Code, is 
amended to read as fallows: "The employing 
agency shall deduct and withhold from the 
basic pay of an employee, Member, Congres
sional employee, law enforcement officer, fire
fighter, bankruptcy judge, judge of the United 
States Court of Appeals for the Armed Forces, 
United States magistrate, Court of Federal 
Claims judge, or member of the Capitol Police, 
as the case may be, the percentage of basic pay 
applicable under subsection (c). ". 

(B) DEPOSITS.-The table under section 
8334(c) of title 5, United States Code, is amend
ed-

(i) in the matter relating to an employee by 
striking: 
"7 ... ......... . Afier December 31, 1969. "; 

and inserting the fallowing : 
"7 ...... ... .... January 1, 1970, to December 31, 1998. 
7.25 January 1, 1999, to December 31, 1999. 
7.4 . January 1, 2000, to December 31, 2000. 
7.5 ............ January 1, 2001, to December 31, 2002. 
7 ...... ....... ... After December 31, 2002. "; 

(ii) in the matter relating to a Member or em
ployee for congressional employee service by 
striking: 
"7112 ... .. .. Afier December 31, 1969. "; 

and inserting the following: 
"7.5 .... .... . January 1, 1970, to December 31, 1998. 
7. 75 ..... .... January 1, 1999, to December 31, 1999. 
7.9 January 1, 2000, to December 31, 2000. 
8 ... January 1, 2001, to December 31, 2002. 
7.5 ............ Afier December 31, 2002. "; 

(iii) in the matter relating to a Member for 
Member service by striking: 
"8 ...... .. . Afier December 31, 1969. "; 

and inserting the following : 
"8 January 1, 1970, to December 31, 1998. 
8.25 January 1, 1999, to December 31, 1999. 
8.4 . January 1, 2000, to December 31, 2000. 
8.5 January 1, 2001, to December 31, 2002. 
8 ..... . Afier December 31, 2002. "; 

(iv) in the matter relating to a law enforce
ment officer for law enforcement service and 
firefighter for firefighter service by striking: 
"71/2 .. ..... Afier December 31, 1974. "; 

and inserting the following: 
"7.5 ......... January 1, 1975, to December 31, 1998. 
7. 75 January 1, 1999, to December 31, 1999. 
7.9 ............ January 1, 2000, to December 31, 2000. 
8 ... .......... .. . January 1, 2001, to December 31, 2002. 
7.5 .. . Afier December 31, 2002. "; 

(v) in the matter relating to a bankruptcy 
judge by striking: 
"8 . .. ......... After December 31, 1983. "; 

and inserting the following: 
"8 ... ..... .. ... January 1, 1984, to December 31, 1998. 
8.25 January 1, 1999, to December 31, 1999. 
8.4 January 1, 2000, to December 31, 2000. 
8.5 ....... ..... January 1, 2001, to December 31, 2002. 
8 .... . Afier December 31, 2002. "; 

(vi) in the matter relating to a judge of the 
United States Court of Appeals for the Armed 
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Forces for service as a judge of that court by 
striking: 
"8 . On and after the date of the enactment of 

the Department of Defense Authorization 
Act, 1984."; 

and inserting the following : 
"8 ........... .. 

8.25 ......... 
8.4 
8.5 . 
8 

The date of enactment of the Department 
of Defense Authorization Act, 1984, to 
December 31, 1998. 

January 1, 1999, to December 31, 1999. 
January 1, 2000, to December 31, 2000. 
January 1, 2001, to December 31, 2002. 
After December 31, 2002. "; 

(vii) in the matter relating to a United States 
magistrate by striking: 
"8 ....... After September 30, 1987."; 

and inserting the following: 
"8 ...... .... .. . October 1, 1987, to December 31, 1998. 

8.25 ....... January 1, 1999, to December 31, 1999. 
8.4 January 1, 2000, to December 31, 2000. 
8.5 .... ..... January 1, 2001, to December 31, 2002. 
8 . After December 31, 2002. "; 

(viii) in the matter relating to a Court of Fed
eral Claims judge by striking: 
"8 ... After September 30, 1988."; 

and insert t he fallowing: 
"8 .... October 1, 1988, to December 31, 1998. 
8.25 .. ....... January 1, 1999, to December 31, 1999. 
8.4 January 1, 2000, to December 31, 2000. 
8.5 ............ January 1, 2001, to December 31, 2002. 
8 After December 31, 2002. "; 

and 
(ix) by inserting after the matter relating to a 

Court of Federal Claims judge the following: 
"Member of the Cap· 2.5 ... .. . August 1, 1920, to 

itol Police. June 30, 1926. 
3.5 .. .. July 1, 1926, to June 

30, 1942. 
5 July 1, 1942, to June 

30, 1948. 
6 July 1, 1948, to Oc-

tober 31, 1956. 
6.5 November 1, 1956, to 

December 31, 
1969. 

7.5 . January 1, 1970, to 
December 31, 
1998. 

7.75 January 1, 1999, to 
December 31, 
1999. 

7.9 January 1, 2000, to 
December 31, 
2000. 

8 . January 1, 2001, to 
December 31, 
2002. 

7.5 ... ... . After December 31, 
2002.". 

(4) OTHER SERVICE.-
(A) MILITARY SERVICE.-Section 8334(j) of title 

5, United States Code, is amended-
(i) in paragraph (l)(A) by inserting "and sub

ject to paragraph (5), " after "Except as pro
vided in subparagraph (B), "; and 

(ii) by adding at the end the fallowing new 
paragraph: 

"(5) Effective with respect to any period of 
military service after December 31, 1998, the per
centage of basic pay under section 204 of title 37 
payable under paragraph (1) shall be equal to 
the same percentage as would be applicable 
under subsection (c) of this section for that same 
period for service as an employee, subject to 
paragraph (l)(B). " . 

(B) VOLUNTEER SERVICE.- Section 8334(1) Of 
title 5, United States Code, is amended-

(i) in paragraph (1) by adding at the end the 
fallowing : "This paragraph shall be subject to 
paragraph (4). ";and 

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

"(4) Effective with respect to any per iod of 
service after December 31 , 1998, the percentage 
of the readjustment allowance or stipend (as the 

case may be) payable under paragraph (1) shall 
be equal to the same percentage as would be ap
plicable under subsection (c) of this section for 
the same period for service as an employee.''. 

(b) FEDERAL EMPLOYEES' RETIREMENT SYS
TEM.-

(1) I NDIVIDUAL DEDUCTIONS AND 
WITHHOLDINGS.-

( A) IN GENERAL.-Section 8422(a) Of title 5, 
United States Code, is amended by striking 
paragraph (2) and inserting the fallowing: 

"(2) The percentage to be deducted and with
held from basic pay for any pay period shall be 
equal to-

"( A) the applicable percentage under para
graph (3), minus 

"(B) the percentage then in effect under sec
t ion 3101(a) of the Internal Revenue Code of 
1986 (relating to rate of tax for old-age, sur
vivors, and disability insurance). 

"(3) The applicable percentage under this 
paragraph for civilian service shall be as f al
lows: 

" Employee .. .. ... .. ... 7 .. ...... . . January 1, 1987, to De-
cember 31, 1998. 

7.25 ...... January 1, 1999, to De-
cember 31 , 1999. 

7.4 .... .. . January 1, 2000, to De-
cember 31, 2000. 

7.5 .. .. ... January 1, 2001 , to De-
cember 31, 2002. 

7 .......... After December 31, 
2002. 

Congressional em- 7.5 ....... January 1, 1987, to De-
ployee. cember 31, 1998. 

7.75 .. .. .. January 1, 1999, to De-
cember 31, 1999. 

7.9 ....... January 1, 2000, to De-
cember 31, 2000. 

8 ......... . January 1, 2001, to De-
cember 31, 2002. 

7.5 ..... .. After December 31, 
2002. 

Member .. .. .. .... ... ... 7.5 ....... January 1, 1987, to De-
cember 31, 1998. 

7.75 ...... January 1, 1999, to De-
cember 31, 1999. 

7.9 ...... . January 1, 2000, to De-
cember 31, 2000. 

8 ..... .. ... January 1, 2001 , to De-
cember 31, 2002. 

7.5 ....... After December 31, 
2002. 

Law enforcement 7.5 ....... January 1, 1987, to De-
officer, fire- cember 31, 1998. 
fighter , member 
of the Capitol 
Police, or air 
traffic controller. 

7.75 ... ... January 1, 1999, to De-
cember 31, 1999. 

7.9 ....... January 1, 2000, to De-
cernber 31 , 2000. 

8 .... .. .... January 1, 2001 , to De-
cember 31 , 2002. 

7.5 ... .... After December 31, 
2002. " . 

(B) MILITARY SERVICE.-Section 8422(e) of title 
5, United States Code, is amended-

(i) in paragraph (l)(A) by inserting "and sub
ject to paragraph (6)," after "Except as pro
vided in subparagraph (B), "; and 

(ii) by adding at the end the following: 
"(6) The percentage of bas·ic pay under sec

tion 204 of title 37 payable under paragraph (1) , 
with respect to any period of military service 
perf armed during-

"( A) January 1, 1999, through December 31, 
1999, shall be 3.25 percent; 

"(B) January 1, 2000, through December 31, 
2000, shall be 3.4 percent; and 

"(C) January 1, 2001, through D ecember 31, 
2002, shall be 3.5 percent." . 

(C) VOLUNTEER SERVICE.-Section 8422(!) of 
title 5, United States Code, is amended-

(i) in paragraph (1) by adding at the end the 
following: " This paragraph shall be subject to 
paragraph (4). ";and 

(ii) by adding at the end the following: 
"(4) The percentage of the readjustment al

lowance or stipend (as the case may be) payable 
under paragraph (1), with respect to any period 
of volunteer service perf armed during-

"( A) January 1, 1999, through D ecember 31, 
1999, shall be 3.25 percent; 

"(B) January 1, 2000, through December 31, 
2000, shall be 3.4 percent; and 

"(C) January 1, 2001, through D ecember 31, 
2002, shall be 3.5 percent.''. 

(2) NO REDUCTION IN AGENCY CONTRIBU
TIONS.-Contributions under section 8423 (a) 
and (b) of title 5, United States Code, shall not 
be reduced as a result of the amendments made 
under paragraph (1) of this subsection. 

(c) CENTRAL I NTELLIGENCE AGENCY RETIRE
MENT AND DISABILITY SYSTEM.-

(1) AGENCY CONTRIBUTIONS.-Notwithstanding 
section 211(a)(2) of the Central Intelligence 
Agency Retirement Act (50 U.S.C. 2021(a)(2)), 
during the period beginning on October 1, 1997, 
through September 30, 2002, the Central I ntel
ligence Agency shall contribute 8.51 percent of 
the basic pay of an employee participating in 
the Central Intelligence Agency Retirement and 
Disability System in lieu of the agency contribu
tion otherwise r equired under section 211(a)(2) 
of such Act. 

(2) I NDI VIDUAL DEDUCTIONS, WITHHOLDINGS, 
AND DEPOSITS.-Notwithstanding section 
211(a)(l) of the Central Intell igence Agency Re
tirement Act (50 U.S.C. 2021(a)(l)) beginning on 
January 1, 1999, through December 31, 2002, the 
percentage deducted and withheld from the 
basic pay of an employee participating in the 
Central Intelligence Agency Retirement and Dis
ability System shall be as fallows: 

7.25 ....... January 1, 1999, to December 3I , 1999. 
7.4 ........ January 1, 2000, to December 31, 2000. 
7.5 . .. .. .. . January 1, 2001, to December 31 , 2002. 

(3) MILITARY SERVICE.-Section 252(h)(l) Of 
the Central Intelligence Agency Retirement Act 
(50 U.S.C. 2082(h)(l)), is amended to read as f al
lows: 

" (h)(l)(A) Each participant who has per
! armed military service before the date of sepa
ration on which entitlement to an annuity 
under this title is based may pay to the Agency 
an amount equal to 7 percent of the amount of 
basic pay paid under section 204 of title 37, 
United States Code, to the participant for each 
period of military service after D ecember 1956; 
except, the amount to be paid for military serv
ice performed beginning on January 1, 1999, 
through December 31 , 2002, shall be as follows: 

" 7.25 percent of basic pay January 1, 1999, to Decem-
ber 31, 1999. 

7.4 percent of basic pay January 1, 2000, to Decem-
ber 31, 2000. 

7.5 percent of basic pay January 1, 2001, lo Decem-
ber 31, 2002. 

"(B) The amount of such payments shall be 
based on such evidence of basic pay for military 
service as the participant may provide or, if the 
Director determines sufficient evidence has not 
been provided to adequately determine basic pay 
for military service, such payment shall be based 
upon estimates of such basic pay provided to the 
Director under paragraph ( 4). ". 

(d) FOREIGN SERVlCE RETIREMENT AND DIS
ABILITY SYSTEM.-

(1) AGENCY CONTRIBUTIONS.- Notwithstanding 
section 805(a) (1) and (2) of the Foreign Service 
Act of 1980 (22 U.S.C. 4045(a) (1) and (2)), dur
ing the period beginning on October 1, 1997, 
through September 30, 2002, each agency em
ploying a participant in the Foreign Service Re
tirement and D isability System shall contribute 
to the Foreign Service Retirement and Disabi l ity 
Fund-

( A) 8.51 percent of the basic pay of each par
ticipant covered under section 805(a)(l) of such 
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Act participating in the Foreign Service Retire
ment and Disability System; and 

(B) 9.01 percent of the basic pay of each par-. 
ticipant covered under section 805(a)(2) of such 
Act participating in the Foreign Service Retire
ment and Disability System; 
in lieu of the agency contribution otherwise re
quired under section 805(a) (1) and (2) of such 
Act. 

(2) INDIVIDUAL DEDUCTIONS, WITHHOLDINGS, 
AND DEPOSITS.-

( A) IN GENERAL.-Notwithstanding section 
805(a)(l) of the Foreign Service Act of 1980 (22 
U.S.C. 4045(a)(l)), beginning on January 1, 1999, 
through December 31, 2002, the amount withheld 
and deducted from the basic pay of a partici
pant in the Foreign Service Retirement and Dis
ability System shall be as fallows: 

7.25 .... ... January 1, 1999, to December 31, 1999. 
7.4 . .... ... January 1, 2000, to December 31, 2000. 
7.5 .. ...... January 1, 2001 , to December 31, 2002. 

(B) FOREIGN SERVICE CRIMINAL INVESTIGA
TORS/INSPECTORS OF THE OFFICE OF THE INSPEC
TOR GENERAL, AGENCY FOR INTERNATIONAL DE
VELOPMENT.-Notwithstanding section 805(a)(2) 
of the Foreign Service Act of 1980 (22 U.S.C. 
4045(a)(2)), beginning on January 1, 1999, 
through December 31, 2002, the amount withheld 
and deducted from the basic pay of an eligible 
Foreign Service criminal investigator/inspector 
of the Office of the Inspector General, Agency 
for International Development participating in 
the Foreign Service Retirement and Disability 
System shall be as follows: 

7.75 ..... . . January 1, 1999, to December 31, 1999. 
7.9 . . .. . . . . January 1, 2000, to December 31 , 2000. 
8 ..... ...... January 1, 2001, to December 31 , 2002. 

(C) CONFORMING AMENDMENT.-Section 
805(d)(l) of the Foreign Service Act of 1980 (22 
U.S.C. 4045(d)(l)) is amended in the table in the 
matter following subparagraph (B) by striking: 

" On and after January 1, 1970 ......... . ...... ... ... ... 7" · 

and inserting the following: 

" January 1, 1970 , through December 31 , 1998, 
inclusive . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 

January 1, 1999, through December 31, 1999, in-
clusive . . .. . . . .. . . . . . . . . . .. . . .. .. . . .. . . . .. . . . . . . . . . . . . . . . . . . .. . . 7.25 

January 1, 2000, through December 31 , 2000, in-
clusive ..... .. ... .... .......................................... ·. 7.4 

January 1, 2001 , through December 31 , 2002, in-
clusive ... ..... .... ... .. ... .... .... .. ... ............ ... .... : . . . . 7.5 

After December 31, 2002 .. . . . . . . .. .. . . .. . .. . .. . .... .... .. . . 7". 

(D) MILITARY SERVICE.-Section 805(e) of the 
Foreign Service Act of 1980 (22 U.S.C. 4045(e)) is 
amended-

(i) in subsection (e)(l) by striking "Each" and 
inserting "Subject to paragraph (5). each"; and 

(ii) by adding after paragraph (4) the fol
lowing new paragraph:· 

"(5) Effective with respect to any period of 
military or naval service after December 31, 1998, 
the percentage of basic pay under section 204 of 
title 37, United States Code, payable under 
paragraph (1) shall be equal to the same per
centage as would be applicable under section 
8334(c) of title 5, United States Code, for that 
same period for service as an employee.". 

(e) FOREIGN SERVICE PENSION SYSTEM.-
(1) INDIVIDUAL DEDUCTIONS AND 

WITHHOLDINGS FROM PAY.-
(A) IN GENERAL.-Section 856(a) Of the Foreign 

Service Act of 1980 (22 U.S.C. 4071e(a)) is amend
ed to read as fallows: 

"(a)(l) The employing agency shall deduct 
and withhold from the basic pay of each partici
pant the applicable percentage of basic pay 

· specified in paragraph (2) of this subsection 
minus the percentage then in effect under sec
tion 3101(a) of the Internal Revenue Code of 
1986 (26 U.S.C. 3101(a)) (relating to the rate of 

tax for old age, survivors, and disability insur
ance). 

"(2) The applicable percentage under this sub
section shall be as fallows: 

" 7.5 .. ... . Before January 1, 1999. 
7.75 ....... January 1, 1999, to December 31 , 1999. 
7.9 ... .... January 1, 2000, to December 31 , 2000. 

8 .. . . . .. . .. . January 1, 2001 , to December 31, 2002. 
7.5 . . .. . . . . After December 31, 2002. " . 

(B) VOLUNTEER SERVICE.-Subsection 854(c) of 
the Foreign Service Act of 1980 (22 U.S.C. 
4071c(c)) is amended to read as follows: 

"(c)(l) Credit shall be given under this System 
to a participant for a period of prior satisfactory 
service as-

"( A) a volunteer or volunteer leader under the 
Peace Corps Act (22 U.S.C. 2501 et seq.), 

" (B) a volunteer under part A of title VIII of 
the Economic Opportunity Act of 1964, or 

"(C) a full-time volunteer for a period of serv
ice of at least 1 year's duration under part A, B, 
or C of title I of the Domestic Volunteer Service 
Act of 1973 (42 U.S.C. 4951 et seq.), 
if the participant makes a payment to the Fund 
equal to 3 percent of pay received for the volun
teer service; except, the amount to be paid for 
volunteer service beginning on January 1, 1999, 
through December 31, 2002, shall be as follows: 

" 3.25 .. ... January 1, 1999, to December 31, 1999. 
3.4 ... ..... January 1, 2000, to December 31, 2000. 
3.5 ... ... .. January 1, 2001, to December 31, 2002. 

" (2) The amount of such payments shall be 
determined in accordance with regulations of 
the Secretary of State consistent with regula
tions for making corresponding determinations 
under chapter 83, title 5, United States Code, to
gether with interest determined under regula
tions issued by the Secretary of State.''. 

(2) NO REDUCTJON IN AGENCY CONTRJBU
TIONS.-Agency contributions under section 857 
of the Foreign Service Act of 1980 (22 U.S.C. 
4071f) shall not be reduced as a result of the 
amendments made under paragraph (1) of this 
subsection. 

(f) EFFECTIVE DATE.-
(1) IN GENERAL.-This section shall take effect 

on-
( A) October 1, 1997; or 
(B) if later, the date of enactment of this Act. 
(2) SPECIAL RULE.-If the date of enactment of 

this Act is later than October 1, 1997, then any 
reference to October 1, 1997, in subsection (a)(l), 
(c)(l) , or (d)(l) shall be treated as a reference to 
the date of enactment of this Act. 
SEC. 7002. GOVERNMENT CONTRIBUTIONS UNDER 

THE FEDERAL EMPLOYEES HEALTH 
BENEFITS PROGRAM. 

(a) IN GENERAL.-Section 8906 of title 5, 
United States Code, is amended by striking sub
section (a) and all that follows through the end 
of paragraph (1) of subsection (b) and inserting 
the following : 

"(a)(l) Not later than October 1 of each year, 
the Office of Personnel Management shall deter
mine the weighted average of the subscription 
charges that will be in effect during the f al
lowing contract year with respect to-

"( A) enrollments under this chapter for self 
alone; and 

"(B) enrollments under this chapter for self 
and family. 

"(2) In determining each weighted average 
under paragraph (1) , the weight to be given to 
a particular subscription charge shall, with re
spect to each plan (and option) to which it is to 
apply, be commensurate with the number of en
rollees enrolled in such plan (and option) as of 
March 31 of the year in which the determination 
is being made. 

"(3) For purposes of paragraph (2), the term 
'enrollee' means any individual who, during the 
contract year for which the weighted average is 

to be used under this section, will be eligible for 
a Government contribution for health benefits. 

" (b)(l) Except as provided in paragraphs (2) 
and (3), the biweekly Government contribution 
for health benefits for an employee or annuitant 
enrolled in a health benefits plan under this 
chapter is adjusted to an amount equal to 72 
percent of the weighted average under sub
section (a)(l) (A) or (B), as applicable. For an 
employee, the adjustment begins on the first day 
of the employee's first pay period of each year. 
For an annuitant, the adjustment begins on the 
first day of the first period of each year for 
which an annuity payment is made.". 

(b) EFFECTIVE DATE.-This section shall take 
effect on the first day of the contract year that 
begins in 1999. Nothing in this subsection shall 
prevent the Office of Personnel Management 
from taking any action, before such first day, 
which it considers necessary in order to ensure 
the timely implementation of this section. 
SEC. 7003. REPEAL OF AUTHORIZATION OF TRAN· 

SITIONAL APPROPRIATIONS FOR 
THE UNITED STATES POSTAL SERV· 
ICE. 

(a) REPEAL.-
(1) IN GENERAL.-Section 2004 of title 39, 

United States Code, is repealed. 
(2) TECHNICAL AND CONFORMING AMEND

MENTS.-
(A) The table of sections for chapter 20 of 

such title is amended by repealing the item re
lating to section 2004. 

(B) Section 2003(e)(2) of such title is amended 
by striking "sections 2401 and 2004" each place 
it appears and inserting "section 2401 ". 

(b) CLARIFICATION THAT LIABILITIES FOR
MERLY PAID PURSUANT TO SECTION 2004 REMAIN 
LIABILITIES PAYABLE BY THE POSTAL SERVICE.
Section 2003 of title 39, United States Code, is 
amended by adding at the end the following: 

"(h) Liabilities of the former Post Office De
partment to the Employees' Compensation Fund 
(appropriations for which were authorized by 
farmer section 2004, as in effect before the effec
tive date of this subsection) shall be liabilities of 
the Postal Service payable out of the Fund.". 

(c) EFFECTIVE DATE.-
(1) IN GENERAL.-This section and the amend

ments made by this section shall take effect on 
the date of the enactment of this Act or October 
1, 1997, whichever is later. 

(2) PROVISIONS RELATING TO PAYMENTS FOR 
FISCAL YEAR 1998.-

(A) AMOUNTS NOT YET PAID.- No payment 
may be made to the Postal Service Fund, on or 
after the date of the enactment of this Act, pur
suant to any appropriation for fiscal year 1998 
authorized by section 2004 of title 39, United 
States Code (as in effect before the effective date 
of this section). 

(B) AMOUNTS PAJD.-If any payment to the 
Postal Service Fund is or has been made pursu
ant to an appropriation for fiscal year 1998 au
thorized by such section 2004, then, an amount 
equal to the amount of such payment shall be 
paid from such Fund into the Treasury as mis
cellaneous receipts before October 1, 1998. 

TITLE VIII-VETERANS AND RELATED 
MATTERS 

SEC. 8001. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.-This title may be cited as 

the "Veterans Reconciliation Act of 1997". 
(b) TABLE OF CONTENTS.-The table of con

tents for this title is as fallows: 
Sec. 8001. Short title; table of contents. 
Subtitle A-Extension of Temporary Authorities 
Sec. 8011. Enhanced loan asset sale authority. 
Sec. 8012. Home loan fees. 
Sec. 8013. Procedures applicable to liquidation 

sales on defaulted home loans 
guaranteed by the Department of 
Veterans Affairs. 
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Sec. 8014. Income verification authority. 
Sec. 8015. Limitation on pension for certain re

cipients of medicaid-covered nurs
ing home care. 

Subtitle B-Copayments and Medical Care Cost 
Recovery 

Sec. 8021. Authority to require that certain vet
erans make copayments in ex
change for receiving health care 
benefits. 

Sec. 8022. Medical care cost recovery authority. 
Sec. 8023. Department of Veterans Affairs med

ical-care receipts. 
Subtitle C---:-Other Matters 

Sec. 8031. Rounding down of cost-of-living ad
justments in compensation and 
DIC rates for fiscal years 1998 
through 2002. 

Sec. 8032. Increase in amount of home loan fees 
for the purchase of repossessed 
homes from the Department of 
Veterans Affairs. 

Sec. 8033. Withholding of payments and bene
fits. 

Subtitle A-Extension of Temporary 
Authorities 

SEC. 8011. ENHANCED LOAN ASSET SALE AU
THORITY. 

Section 3720(h)(2) of title 38, United States 
Code, is amended by striking out "December 31, 
1997" and inserting in lieu thereof "December 
31, 2002". 
SEC. 8012. HOME LOAN FEES. 

Section 3729(a) of title 38, United States Code, 
is amended- · 

(1) in paragraph (4), by striking out "October 
1, 1998" and inserting in lieu thereof "October 1, 
2002"· and 

(2) in paragraph (5)(C), by striking out "Octo
ber 1, 1998" and inserting in lieu thereof "Octo
ber 1, 2002". 
SEC. 8013. PROCEDURES APPUCABLE TO LIQ

UIDATION SALES ON DEFAULTED 
HOME LOANS GUARANTEED BY THE 
DEPARTMENT OF VETERANS AF
FAIRS. 

Section 3732(c)(11) of title 38, United States 
Code, is amended by striking out "October 1, 
1998" and inserting in lieu thereof "October 1, 
2002". 
SEC. 8014. INCOME VERIFICATION AUTHORITY. 

Section 5317(g) of title 38, United States Code, 
is amended by striking out "September 30, 1998" 
and inserting in lieu thereof "September 30, 
2002". 
SEC. 8015. UMITATION ON PENSION FOR CER

TAIN RECIPIENTS OF MEDICAID-COV
ERED NURSING HOME CARE. 

Section 5503(!)(7) of title 38, United States 
Code, is amended by striking out "September 30, 
1998" and inserting in lieu thereof "September 
30, 2002". 

Subtitle B-Copayments and Medical Care 
Cost Recovery 

SEC. 8021. AUTHORITY TO REQUIRE THAT CER
TAIN VETERANS MAKE COPAYMENTS 
IN EXCHANGE FOR RECEIVING 
HEALTH CARE BENEFITS. 

(a) HOSPITAL AND MEDICAL CARE.-
(1) EXTENSION.-Section 1710(f)(2)(B) of title 

38, United States Code, is amended by inserting 
"before September 30, 2002," after "(B)". 

(2) REPEAL OF SUPERSEDED PROVISION.-Sec
tion 8013(e) of the Omnibus Budget Reconcili
ation Act of 1990 (38 U.S.C. 1710 note) is re
pealed. 

(b) OUTPATIENT MEDICATIONS.-Section 
1722A(c) of title 38, United States Code, is 
amended by striking out "September 30, 1998" 
and inserting in lieu thereof "September 30, 
2002". 
SEC. 8022. MEDICAL CARE COST RECOVERY AU

THORITY. 
Section 1729(a)(2)(E) of title 38, United States 

Code, is amended by striking out " October 1, 

1998" and inserting in lieu thereof "October 1, 
2002". 
SEC. 8023. DEPARTMENT OF VETERANS AFFAIRS 

MEDICAL-CARE RECEIPTS. 
(a) ALLOCATION OF RECEJPTS.-(1) Chapter 17 

of title 38, United States Code, is amended by in
serting after section 1729 the fallowing new sec
tion: 
"§1729A. Department of Veterans Affairs Med

ical Care Collections Fund 
"(a) There is in the Treasury a fund to be 

known as the Department of Veterans Affairs 
Medical Care Collections Fund. 

"(b) Amounts recovered or collected after June 
30, 1997, under any of the following provisions 
of law shall be deposited in the fund: 

"(1) Section 1710(f) of this title. 
"(2) Section 1710(g) of this title. 
"(3) Section 1711 of this title. 
"(4) Section 1722A of this title. 
"(5) Section 1729 of this title. 
"(6) Public Law 87-693, popularly known as 

the 'Federal Medical Care Recovery Act' (42 
U.S.C. 2651 et seq.), to the extent that a recovery 
or collection under that law is based on medical 
care or services furnished under this chapter. 

"(c)(l) Subject to the provisions of appropria
tions Acts, amounts in the fund shall be avail
able, without fiscal year limitation, to the Sec
retary for the following purposes: 

"(A) Furnishing medical care and services 
under this chapter, to be available during any 
fiscal year for the same purposes and subject to 
the same limitations (other than with respect to 
the period of availability for obligation) as 
apply to amounts appropriated f ram the general 
fund of the Treasury for that fiscal year for 
medical care. 

"(B) Expenses of the Department for the iden
tification, billing, auditing, and collection of 
amounts owed the United States by reason of 
medical care and services furnished under this 
chapter. 

"(2) Amounts available under paragraph (1) 
may not be used for any purpose other than a 
purpose set forth in subparagraph (A) or (B) of 
that paragraph. 

"(3)( A) If for fiscal year 1998 the Secretary de
termines that the total amount to be recovered 
under the provisions of law specified in sub
section (b) will be less than the amount con
tained in the latest Congressional Budget Office 
baseline estimate (computed under section 257 of 
the Balanced Budget and Emergency Deficit 
Control Act of 1985) for the amount of such re
coveries for fiscal year 1998 by at least 
$25,000,000, the Secretary shall promptly certify 
to the Secretary of the Treasury the amount of 
the shortfall (as estimated by the Secretary) that 
is in excess of $25,000,000. Upon receipt of such 
a certification, the Secretary of the Treasury 
shall, not later than 30 days after receiving the 
certification, deposit in the fund, from any un
obligated amounts in the Treasury, an amount 
equal to the amount certified by the Secretary. 

"(B) If for fiscal year 1998 a deposit is made 
under subparagraph (A) and the Secretary sub
sequently determines that the actual amount re
covered for that fiscal year under the provisions 
of law specified in subsection (b) is greater than 
the amount estimated by the Secretary that was 
used for purposes of the certification by the Sec
retary under subparagraph (A), the Secretary 
shall pay into the general fund of the Treasury, 
from amounts available for medical care, an 
amount equal to the difference between the 
amount actually recovered and the amount so 
estimated (but not in excess of the amount of the 
deposit under subparagraph (A) pursuant to 
such certification) . 

"(C) If for fiscal year 1998 a deposit is made 
under subparagraph (A) and the Secretary sub
sequently determines that the actual amount re
covered for that fiscal year under the provisions 

of law specified in subsection (b) is less than the 
amount estimated by the Secretary that was 
used for purposes of the certification by the Sec
retary under subparagraph (A), the Secretary 
shall promptly certify to the Secretary of the 
Treasury the amount of the shortfall. Upon re
ceipt of such a certification, the Secretary of the 
Treasury shall, not later than 30 days after re
ceiving the certification, deposit in the fund, 
from any unobligated amounts in the Treasury, 
an amount equal to the amount certified by the 
Secretary. 

"(d)(1) Of the total amount recovered or col
lected by the D epartment during a fiscal year 
under the provisions of law referred to in sub
section (b) and made available from the fund, 
the Secretary shall make available to each des
ignated health care region of the Department an 
amount that bears the same ratio to the total 
amount so made available as the amount recov
ered or collected by such region during that fis
cal year under such provisions of law bears to 
such total amount recovered or collected during 
that fiscal year. The Secretary shall make avail
able to each region the entirety of the amount 
specified to be made available to such region by 
the preceding sentence. 

"(2) In this subsection, the term 'designated 
health care regions of the Department' means 
the geographic areas designated by the Sec
retary for purposes of the management of, and 
allocation of resources for, health care services 
provided by the Department. 

"(e)(l) The Secretary shall submit to the Com
mittees on Veterans' Affairs of the Senate and 
House of Representatives quarterly reports on 
the operation of this section for fiscal years 
1998, 1999, and 2000 and for the first quarter of 
fiscal year 2001. Each such report shall specify 
the amount co llected under each of the provi
sions specified in subsection (b) during the pre
ceding quarter and the amount originally esti
mated to be collected under each such provision 
during such quarter. 

"(2) A report under paragraph (1) for a quar
ter shall be submitted not later than 45 days 
after the end of that quarter. 

"(f) Amounts recovered or collected under the 
provisions of law referred to in subsection (b) 
shall be treated for the purposes of sections 251 
and 252 of the Balanced Budget and Emergency 
Deficit Control Act of 1985 (2 U.S.C. 901, 902) as 
offsets to discretionary appropriations (rather 
than as offsets to direct spending) to the extent 
that such amounts are made available for ex
penditure in appropriations Acts for the pur
poses specified in subsection (c). ". 

(2) The table of sections at the beginning of 
such chapter is amended by inserting after the 
item relating to section 1729 the following new 
item: 
"1729A. Department of Veterans Affairs Medical 

Care Collections Fund.'' 
(b) CONFORMING AMENDMENTS.-Chapter 17 of 

such title is amended as follows: 
(1) Section 1710(!) is amended by striking out 

paragraph (4) and redesignating paragraph (5) 
as paragraph (4). 

(2) Section 1710(g) is amended by striking out 
paragraph (4). 

(3) Section 1722A(b) is amended by striking 
out "Department of Veterans Affairs Medical
Care Cost Recovery Fund" and inserting in lieu 
thereof "Department of Veterans Affairs Med
ical Care Collections Fund". 

(4) Section 1729 is amended by striking out 
subsection (g). 

(C) DISPOSITION OF FUNDS IN MEDICAL-CARE 
COST RECOVERY FUND.-The amount of the un
obligated balance remaining in the Department 
of Veterans Affairs Medical-Care Cost Recovery 
Fund (established pursuant to section 1729(g)(l) 
of title 38, United States Code) at the close of 
June 30, 1997, shall be deposited, not later than 
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December 31, 1997, in the Treasury as miscella
neous receipts, and the Department of Veterans 
Affairs Medical-Care Cost Recovery Fund shall 
be terminated when the deposit is made. 

(d) DETERMINATION OF AMOUNTS SUBJECT TO 
RECOVERY.-Section 1729 of title 38, United 
States Code, is amended-

(1) in subsection (a)(l), by striking out "the 
reasonable cost of" and inserting in lieu thereof 
"reasonable charges for"; and 

(2) in subsection (c)(2)-
( A) by striking out "the reasonable cost of" in 

the first sentence of subparagraph (A) and in 
subparagraph (B) and inserting in lieu thereof 
"reasonable charges for"; and 

(B) by striking out "cost" in the second sen
tence of subparagraph (A) and inserting in lieu 
thereof "charges". 

(e) TECHNICAL AMENDMENT.-Paragraph (2) of 
section 712(b) of title 38, United States Code, is 
amended-

(1) by striking out subparagraph (B); and 
(2) by redesignating subparagraph (C) as sub

paragraph (B). 
(f) IMPLEMENTATJON.-Not later than January 

1, 1999, the Secretary of Veterans Affairs shall 
submit to the Committees on Veterans' Affairs of 
the Senate and House of Representatives a re
port on the implementation of this section. The 
report shall describe the collections under each 
of the provisions specified in section 1729A(b) of 
title 38, United States Code, as added by sub
section (a). Information on such collections 
shall be shown for each of the health service 
networks (known as Veterans Integrated Service 
Networks) and, to the extent practicable for 
each facility within each such network. The 
Secretary shall include in the report an analysis 
of differences among the networks with respect 
to (A) the market in which the networks oper
ates, (B) the effort expended to achieve collec
tions, (C) the efficiency of such effort, and (D) 
any other relevant information. 

(g) EFFECTIVE DATE.-(1) Except as provided 
in paragraph (2), this section and the amend
ments made by this section shall take effect on 
October 1, 1997. 

(2) The amendments made by subsection (d) 
shall take effect on the date of the enactment of 
this Act. 

Subtitle C-Other Matters 
SEC. 8031. ROUNDING DOWN OF COST-OF-LIVING 

ADJUSTMENTS 1N COMPENSATION 
AND DIC RATES FOR FISCAL YEARS 
1998 THROUGH 2002. 

(a) COMPENSATION COLAS.-(1) Chapter 11 Of 
title 38, United States Code, is amended by in
serting after section 1102 the fallowing new sec
tion: 
"§ 1103. Cost-of-living adjustments 

"'(a) In the computation of cost-of-living ad
justments for fiscal years 1998 through 2002 in 
the rates of, and dollar limitations appl'icable to, 
compensation payable under this chapter, such 
adjustments shall be made by a uniform percent
age that is no more than the percentage equal to 
the social security increase for that fiscal year, 
with all increased monthly rates and limitations 
(other than increased rates or limitations equal 
to a whole dollar amount) rounded down to the 
next lower whole dollar amount. 

"(b) For purposes of this section, the term 'so
cial security increase' means the percentage by 
which benefit amounts payable under title II of 
the Social Security Act (42 U.S.C. 401 et seq.) are 
increased for any fiscal year as a result of a de
termination under section 215(i) of such Act (42 
u.s.c. 415(i)). ". 

(2) The table of sections at the beginning of 
such chapter is amended by inserting after the 
item relating to section 1102 the following new 
item: 
"1103. Cost-of-living adjustments.". 

(b) DIC COLAS.-(1) Chapter 13 of title 38, 
United States Code, is amended by inserting 
after section 1302 the fallowing new section: 
"§ 1303. Cost-of-living adjustments 

"(a) In the computation of cost-of-living ad
justments for fiscal years 1998 through 2002 in 
the rates of dependency and indemnity com
pensation payable under this chapter, such ad
justments (except as provided in subsection (b)) 
shall be made by a uniform percentage that is 
no more than the percentage equal to the social 
security increase for that fiscal year, with all 
increased monthly rates (other than increased 
rates equal to a whole dollar amount) rounded 
down to the next lower whole dollar amount. 

"(b) For purposes of this section, the term 'so
cial security increase' means the percentage by 
which benefit amounts payable under title II of 
the Social Security Act (42 U.S.C. 401 et seq.) are 
increased for any fiscal year as a result of a de
termination under section 215(i) of such Act (42 
u.s.c. 415(i)). ". 

(2) The table of sections at the beginning of 
such chapter is amended by inserting after the 
item relating to section 1302 the fallowing new 
item: 
''1303. Cost-of-living adjustments.''. 
SEC. 8032. INCREASE IN AMOUNT OF HOME LOAN 

FEES FOR THE PURCHASE OF RE
POSSESSED HOMES FROM THE DE
PARTMENT OF VETERANS AFFAIRS. 

Section 3729(a) of title 38, United States Code, 
is amended-

(1) in paragraph (2)-
( A) in subparagraph (A), by striking out "or 

3733(a)"; 
(B) in subparagraph (D), by striking out 

"and" at the end; 
(C) in subparagraph (E), by striking out the 

period at the end and inserting in lieu thereof"; 
and"; and 

(D) by adding at the end the following: 
"(F) in the case of a loan made under section 

3733(a) of this title, the amount of such fee shall 
be 2.25 percent of the total loan amount."; and 

(2) in paragraph (4), as amended by section 
8012(1) of this Act, by striking out "or (E)" and 
inserting in lieu thereof "(E), or ( F)". 
SEC. 8033. WITHHOLDING OF PAYMENTS AND 

BENEFITS. 
(a) NOTICE REQUIRED JN LIEU OF CONSENT OR 

COURT ORDER.-Section 3726 of title 38, United 
States Code, is amended-

(1) by inserting "(a)" before "No officer"; and 
(2) by striking out "unless" and all that f al

lows and inserting in lieu thereof the fallowing: 
''unless the Secretary provides such veteran or 
surviving spouse with notice by certified mail 
with return receipt requested of the authority of 
the Secretary to waive the payment of indebted
ness under section 5302(b) of this title."; and 

(3) by adding at the end the fallowing new 
subsections: 

"(b) If the Secretary does not waive the entire 
amount of the liability, the Secretary shall then 
determine whether the veteran or surviving 
spouse should be released from liability under 
section 3713(b) of this title. 

"(c) If the Secretary determines that the vet
eran or surviving spouse should not be released 
from liability, the Secretary shall notify the vet
eran or surviving spouse of that determination 
and provide a notice of the procedure for ap
pealing that determination, unless the Secretary 
has previously made such determination and 
notified the veteran or surviving spouse of the 
procedure for appealing the determination.". 

(b) CONFORMING AMENDMENT.-Section 5302(b) 
of such title is amended by inserting "with re
turn receipt requested" after "certified mail". 

(c) EFFECTIVE DATE.-The amendments made 
by this section shall apply with respect to any 
indebtedness to the United States arising pursu
ant to chapter 37 of title 38, United States Code, 

before, on, or after the date of enactment of this 
Act. 
TITLE IX-ASSET SALES, USER FEES, AND 

MISCELLANEOUS PROVISIONS 
SEC. 9000. TABLE OF CONTENTS. 

The table of contents for this title is as f al
lows: 
TITLE IX-ASSET SALES, USER FEES, AND 

MISCELLANEOUS PROVISIONS 
Sec. 9000. Table of contents. 

Subtitle A-Asset Sales 
Sec. 9101. Sale of Governors Island, New York. 
Sec. 9102. Sale of air rights. 

Subtitle B-User Fees 
Sec. 9201. Extension of higher vessel tonnage 

duties. 
Subtitle C-Miscellaneous Provisions 

Sec. 9301. Temporary Federal share formula ad
justment. 

Sec. 9302. Increase in excise taxes on tobacco 
products. 

Sec. 9303. Lease of excess strategic petroleum 
reserve capacity. 

Subtitle A-Asset Sales 
SEC. 9101. SALE OF GOVERNORS ISLAND, NEW 

YORK. 
(a) IN GENERAL.-Notwithstanding any other 

provision of law, the Administrator of General 
Services shall, no earlier than fiscal year 2002, 
dispose of by sale at fair market value all rights, 
title, and interests of the United States in and to 
the land of, and improvements to, Governors Is
land, New York. 

(b) RIGHT OF FIRST OFFER.-Before a sale is 
made under subsection (a) to any other parties, 
the State of New York and the city of New York 
shall be given the right of first off er to purchase 
all or part of Governors Island at fair market 
value as determined by the Administrator of 
General Services. Not later than 90 days after 
notification by the Administrator of General 
Services, such right may be exercised by either 
the State of New York or the city of New York 
or by both parties acting jointly. 

(c) PROCEEDS.-Proceeds from the disposal of 
Governors Island under subsection (a) shall be 
deposited in the general fund of the Treasury 
and credited as miscellaneous receipts. 
SEC. 9102. SALE OF AIR RIGHTS. 

(a) IN GENERAL.-Notwithstanding any other 
provision of law, the Administrator of General 
Services shall sell, at fair market value and in a 
manner to be determined by the Administrator, 
the air rights adjacent to Washington Union 
Station described in subsection (b), including air 
rights conveyed to the Administrator under sub
section (d). The Administrator shall complete 
the sale by such date as is necessary to ensure 
that the proceeds from the sale will be deposited 
in accordance with subsection (c). 

(b) DESCRIPTION.-The air rights referred to in 
subsection (a) total approximately 16.5 acres 
and are depicted on the plat map of the District 
of Columbia as follows: 

(1) Part of lot 172, square 720. 
(2) Part of lots 172 and 823, square 720. 
(3) Part of lot 811, square 717. 
(c) PROCEEDS.-Before September 30, 2002, 

proceeds from the sale of air rights under sub
section (a) shall be deposited in the general 
fund of the Treasury and credited as miscella
neous receipts. 

(d) CONVEYANCE OF AMTRAK AIR RIGHTS.-
(1) GENERAL RULE.-As a condition Of future 

Federal financial assistance, Amtrak shall con
vey to the Administrator of General Services on 
or before December 31, 1997, at no charge, all of 
the air rights of Amtrak described in subsection 
(b). 

(2) FAILURE TO COMPLY.-If Amtrak does not 
meet the condition established by paragraph (1), 
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Amtrak shall be prohibited from obligating Fed
eral funds after March 1, 1998. 

Subtitle B-User Fees 
SEC. 9201. EXTENSION OF HIGHER VESSEL TON

NAGE DUTIES. 
(a) EXTENSION OF DUTIES.-Section 36 of the 

Act of August 5, 1909 (36 Stat. 111; 46 U.S.C. 
App. 121) is amended by striking "for fiscal 
years 1991, 1992, 1993, 1994, 1995, 1996, 1997, 
1998," each place it appears and inserting "for 
fiscal years 1991 through 2002, ". 

(b) CONFORMING AMENDMENT.-The Act enti
tled "An Act concerning tonnage duties on ves
sels entering otherwise than by sea", approved 
March 8, 1910 (36 Stat. 234; 46 U.S.C. App. 132) 
is amended by striking "for fiscal years 1991, 
1992, 1993, 1994, 1995, 1996, 1997, 1998," and in
serting " for fiscal years 1991 through 2002, ". 

Subtitle C-Miscellaneous Provisions 
SEC. 9301. TEMPORARY FEDERAL SHARE FOR

MULA ADJUSTMENT. 
The Federal share of the cost of assistance 

provided under the Robert T. Stafford Disaster 
Relief and Emergency Assistance Act (42 U.S.C. 
5121 et seq.) for damages suffered in Kittson, 
Marshall, Polk, Norman, Clay, and Wilkin 
Counties, Minnesota, as a result of the 1997 
floods in the Red River Valley in Minnesota and 
North Dakota shall be at least 90 percent. 
SEC. 9302. INCREASE IN EXCISE TAXES ON TO

BACCO PRODUCTS. 
(a) CIGARETTES.-Subsection (b) of section 

5701 of the Internal Revenue Code of 1986 is 
amended-

(1) by striking "$12 per thousand ($10 per 
thousand on cigarettes removed during 1991 or 
1992)" in paragraph (1) and inserting "$19.50 
per thousand ($17 per thousand on cigarettes re
moved during 2000 or 2001)" , and 

(2) by striking "$25.20 per thousand ($21 per 
thousand on cigarettes removed during 1991 or 
1992)" in paragraph (2) and inserting "$40.95 
per thousand ($35. 70 per thousand on cigarettes 
removed during 2000 or 2001)". 

(b) CIGARS.-Subsection (a) of section 5701 of 
such Code is amended-

(1) by striking "$1.125 cents per thousand 
(93.75 cents per thousand on cigars removed 
during 1991 or 1992)" in paragraph (1) and in
serting "$1 .828 cents per thousand ($1.594 cents 
per thousand on cigars removed during 2000 or 
2001)", and 

(2) by striking "equal to" and all that follows 
in paragraph (2) and inserting "equal to 20.719 
percent (18.063 percent on cigars removed during 
2000 or 2001) of the price for which sold but not 
more than $48.75 per thousand ($42.50 per thou
sand on cigars removed during 2000 or 2001). " . 

(C) CIGARETTE PAPERS.-Subsection (C) of sec
tion 5701 of such Code is amended by striking 
"0 .75 cent (0.625 cent on cigarette papers re
moved during 1991 or 1992)" and inserting "1.22 
cents (1.06 cents on cigarette papers removed 
during 2000 or 2001)". 

(d) CIGARETTE TUBES.-Subsection (d) of sec
tion 5701 of such Code is amended by striking 
"1 .5 cents (1.25 cents on cigarette tubes removed 
during 1991 or 1992)" and inserting "2.44 cents 
(2.13 cents on cigarette tubes removed during 
2000 or 2001)". 

(e) SMOKELESS TOBACCO.-Subsection (e) of 
section 5701 of such Code is amended-

(1) by striking "36 cents (30 cents on snuff re
moved during 1991 or 1992)" in paragraph (1) 
and inserting "58.5 cents (51 cents on snuff re
moved during 2000 or 2001)", and 

(2) by striking "12 cents (10 cents on chewing 
tobacco removed during 1991 or 1992)" in para
graph (2) and inserting "19 .5 cents (17 cents on 
chewing tobacco removed during 2000 or 2001)" . 

(f) PIPE TOBACCO.-Subsection (f) Of section 
5701 of such Code is amended by striking "67.5 
cents (56.25 cents on pipe tobacco removed dur-

ing 1991 or 1992)" and inserting "$1.0969 cents 
(95.67 cents on pipe tobacco removed during 2000 
or 2001)". 

(g) IMPOSITION OF EXCISE TAX ON MANUFAC
TURE OR IMPORTATION OF ROLL-YOUR-OWN TO
BACCO.-

(1) IN GENERAL.-Section 5701 of such Code 
(relating to rate of tax) is amended by redesig
nating subsection (g) as subsection (h) and by 
inserting after subsection (f) the fallowing new 
subsection: 

"(g) ROLL-YOUR-OWN TOBACCO.-On roll
your-own tobacco, manufactured in or imported 
into the United States, there shall be imposed a 
tax of $1 .0969 cents (95.67 cents on roll-your-own 
tobacco removed during 2000 or 2001) per pound 
(and a proportionate tax at the like rate on all 
fractional parts of a pound).". 

(2) ROLL-YOUR-OWN TOBACCO.-Section 5702 of 
such Code (relating to definitions) is amended 
by adding at the end the fallowing new sub
section: 

"(p) ROLL-YOUR-OWN TOBACCO.-The term 
'roll-your-own tobacco' means any tobacco 
which, because of its appearance, type, pack
aging, or labeling, is suitable for use and likely 
to be offered to, or purchased by, consumers as 
tobacco for making cigarettes.". 

(3) TECHNICAL AMENDMENTS.-
( A) Subsection (c) of section 5702 of such Code 

is amended by striking ·'and pipe tobacco'· and 
inserting "pipe tobacco, and roll-your-own to
bacco". 

(B) Subsection (d) of section 5702 of such Code 
is amended-

(i) in the material preceding paragraph (1), by 
striking "or pipe tobacco" and inserting "pipe 
tobacco, or roll-your-own tobacco", and 

(ii) by striking paragraph (1) and inserting 
the fallowing new paragraph: 

"(1) a person who produces cigars, cigarettes, 
smokeless tobacco, pipe tobacco, or roll-your
own tobacco solely for the person's own per
sonal consumption or use, and". 

(C) The chapter heading for chapter 52 of 
such Code is amended to read as fallows: 
"CHAPTER 52-TOBACCO PRODUCTS AND 

CIGARETTE PAPERS AND TUBES". 
(D) The table of chapters for subtitle E of 

such Code is amended by striking the item relat
ing to chapter 52 and inserting the fallowing 
new item: 

"CHAPTER 52. Tobacco products and cigarette 
papers and tubes.". 

(h) MODIFICATIONS OF CERTAIN TOBACCO TAX 
PROVISIONS.-

(1) EXEMPTION FOR EXPORTED TOBACCO PROD
UCTS AND CIGARETTE PAPERS AND TUBES TO 
APPLY ONLY TO ARTICLES MARKED FOR EX
PORT.-

( A) Subsection (b) of section 5704 of such Code 
is amended by adding at the end the following 
new sentence: "Tobacco products and cigarette 
papers and tubes may not be trans[ erred or re
moved under this subsection unless such prod
ucts or papers and tubes bear such marks, la
bels, or notices as the Secretary shall by regula
tions prescribe.". 

(B) Section 5761 of such Code is amended by 
redesignating subsections (c) and (d) as sub
sections ( d) and ( e), respectively, and by insert
ing after subsection (b) the following new sub
section: 

"(c) SALE OF TOBACCO PRODUCTS AND CIGA
RETTE p APERS AND TUBES FOR EXPORT.-Except 
as provided in subsections (b) and (d) of section 
5704-

"(1) every person who sells, relands, or re
ceives within the jurisdiction of the United 
States any tobacco products or cigarette papers 
or tubes which have been labeled or shipped for 
exportation under this chapter, 

"(2) every person who sells or receives such re
landed tobacco products or cigarette papers or 
tubes, and 

"(3) every person who aids or abets in such 
selling, relanding, or receiving, 
shall, in addition to the tax and any other pen
alty provided in this title, be liable for a penalty 
equal to the greater of $1,000 or 5 times the 
amount of the tax imposed by this chapter. All 
tobacco products and cigarette papers and tubes 
relanded within the jurisdiction of the United 
States, and all vessels, vehicles, and aircraft 
used in such relanding or in removing such 
products, papers, and tubes from the place 
where relanded, shall be forfeited to the United 
States.". 

(C) Subsection (a) of section 5761 of such Code 
is amended by striking "subsection (b)" and in
serting "subsection (b) or (c)". 

(D) Subsection (d) of section 5761 of such 
Code, as redesignated by subparagraph (B), is 
amended by striking "The penalty imposed by 
subsection (b)" and inserting "The penalties im
posed by subsections (b) and (c)". 

(E)(i) Subpart F of chapter 52 of such Code is 
amended by adding at the end the following 
new section: 
"SEC. 5754. RESTRICTION ON IMPORTATION OF 

PREVIOUSLY EXPORTED TOBACCO 
PRODUCTS. 

"(a) IN GENERAL.-Tobacco products and cig
arette papers and tubes previously exported 
from the United States may be imported or 
brought into the United States only as provided 
in section 5704(d). For purposes of ·this section, 
section 5704(d), section 5761, and such other pro
visions as the Secretary may specify by regula
tions, references to exportation shall be treated 
as including a reference to shipment to the Com
monwealth of Puerto Rico. 

"(b) CROSS REFERENCE.-
"For penalty for the sale of tobacco products 

and cigarette papers and tubes in the United 
States which are labeled for export, see sec
tion 5761(c).". 

(ii) The table of sections for subpart F of 
chapter 52 of such Code is amended by adding 
at the end the fallowing new item: 

" Sec. 5754. Restriction on importation of pre
viously exported tobacco prod
ucts.". 

(2) IMPORTERS REQUIRED TO BE QUALIFIED.-
( A) Sections 5712, 5713(a), 5721, 5722, 

5762(a)(l), and 5763 (b) and (c) of such Code are 
each amended by inserting "or importer" after 
''manufacturer''. 

(B) The heading of subsection (b) of section 
5763 of such Code is amended by inserting 
"QUALIFIED IMPORTERS," after "MANUFACTUR
ERS,". 

(C) The heading for subchapter B of chapter 
52 of such Code is amended by inserting ''and 
Importers'' after ''Manufacturers ''. 

(D) The item relating to subchapter B in the 
table of subchapters for chapter 52 of such Code 
is amended by inserting "and importers" after 
''manufacturers'' . 

(3) BOOKS OF 25 OR FEWER CIGARETTE PAPERS 
SUBJECT TO TAX.- Subsection (c) of section 5701 
of such Code is amended by striking "On each 
book or set of cigarette papers containing more 
than 25 papers," and inserting "On cigarette 
papers,". 

(4) STORAGE OF TOBACCO PRODUCTS.-Sub
section (k) of section 5702 of such Code is 
amended by inserting "under section 5704" after 
"internal revenue bond". 

(5) AUTHORITY TO PRESCRIBE MINIMUM MANU
FACTURING ACTIVITY REQUIREMENTS.-Section 
5712 of such Code is amended by striking " or" 
at the end of paragraph (1), by redesignating 
paragraph (2) as paragraph (3), and by insert
ing after paragraph (1) the following new para
graph: 

"(2) the activity proposed to be carried out at 
such premises does not meet such minimum ca
pacity or activity requirements as the Secretary 
may prescribe, or". 
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(i) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

this section shall apply to articles removed (as 
defined in section 5702(k) of the Internal Rev
enue Code of 1986, as amended by this section) 
after December 31, 1999. 

(2) TRANSITIONAL RULE.-Any person who-
( A) on the date of the enactment of this Act 

is engaged in business as a manufacturer of roll
your-own tobacco or as an importer of tobacco 
products or cigarette papers and tubes, and 

(B) before January 1, 2000, submits an appli
cation under subchapter B of chapter 52 of such 
Code to engage in such business, 
may, notwithstanding such subchapter B, con
tinue to engage in such business pending final 
action on such application. Pending such final 
action, all provisions of such chapter 52 shall 
apply to such applicant in the same manner and 
to the same extent as if such applicant were a 
holder of a permit under such chapter 52 to en
gage in such business. 

(j) FLOOR STOCKS TAXES.-
(1) IMPOSITION OF TAX.-On tobacco products 

and cigarette papers and tubes manufactured in 
or imported into the United States which are re
moved before any tax increase date, and held on 
such date for sale by any person, there is hereby 
imposed a tax in an amount equal to the excess 
of-

( A) the tax which would be imposed under 
section 5701 of the Internal Revenue Code of 
1986 on the article if the article had been re
moved on such date, over 

(BJ the prior tax (if any) imposed under sec
tion 5701 of such Code on such article. 

(2) AUTHORITY TO EXEMPT CIGARETTES HELD IN 
VENDING MACHINES.-To the extent provided in 
regulations prescribed by the Secretary, no tax 
shall be imposed by paragraph (1) on cigarettes 
held for retail sale on any tax increase date, by 
any person in any vending machine. If the Sec
retary provides such a benefit with respect to 
any person, the Secretary may reduce the $500 
amount in paragraph (3) with respect to such 
person. 

(3) CREDIT AGAINST TAX.-Each person shall 
be allowed as a credit against the taxes imposed 
by paragraph (1) an amount equal to $500. Such 
credit shall not exceed the amount of taxes im
posed by paragraph (1) on any tax increase 
date, for which such person is liable. 

(4) LIABILITY FOR TAX AND METHOD OF PAY
MENT.-

(A) LIABILITY FOR TAX.-A person holding 
cigarettes on any tax increase date, to which 
any tax imposed by paragraph (1) applies shall 
be liable for such tax. 

(BJ METHOD OF PAYMENT.-The tax imposed 
by paragraph (1) shall be paid in such manner 
as the Secretary shall prescribe by regulations. 

(C) TIME FOR PAYMENT.-The tax imposed by 
paragraph (1) shall be paid on or before April 1 
fallowing any tax increase date. 

(5) ARTICLES IN FOREIGN TRADE ZONES.- Not
withstanding the Act of June 18, 1934 (48 Stat. 
998, 19 U.S.C. 81a) and any other provision of 
law, any article which is located in a foreign 
trade zone on any tax increase date, shall be 
subject to the tax imposed by paragraph (1) if-

( A) internal revenue taxes have been deter
mined, or customs duties liquidated, with re
spect to such article before such date pursuant 
to a request made under the 1st proviso of sec
tion 3(a) of such Act, or 

(BJ such article is held on such date under the 
supervision of a customs officer pursuant to the 
2d proviso of such section 3(a). 

(6) DEFINITIONS.-For purposes of this sub
section-

(A) IN GENERAL.-Terms used in this sub
section which are also used in section 5702 of 
the Internal Revenue Code of 1986 shall have 
the respective meanings such terms have in such 
section, as amended by this Act. 

(B) TAX INCREASE DATE.-The term "tax in
crease date" means January 1, 2000, and Janu
ary 1, 2002. 

(CJ SECRETARY.-The term "Secretary" means 
the Secretary of the Treasury or the Secretary's 
delegate. 

(7) CONTROLLED GROUPS.-Rules similar to the 
rules of section 5061 ( e)(3) of such Code shall 
apply for purposes of this subsection. 

(8) OTHER LAWS APPLICABLE.-All provisions 
of law, including penalties, applicable with re
spect to the taxes imposed by section 5701 of 
such Code shall, insofar as applicable and not 
inconsistent with the provisions of this sub
section, apply to the floor stocks taxes imposed 
by paragraph (1), to the same extent as if such 
taxes were imposed by such section 5701. The 
Secretary may treat any person who bore the ul
timate burden of the tax imposed by paragraph 
(1) as the person to whom a credit or refund 
under such provisions may be allowed or made. 
SEC. 9303. LEASE OF EXCESS STRATEGIC PETRO-

LEUM RESERVE CAPACITY. 

(a) AMENDMENT.-Part B of title I of the En
ergy Policy and Conservation Act (42 U.S.C. 
6231 et seq.) is amended by adding at the end 
the following: 

"USE OF UNDERUTILIZED FACILITIES 
"SEC. 168. (a) AUTHORITY.- Notwithstanding 

any other provision of this title, the Secretary, 
by lease or otherwise, for any term and under 
such other conditions as the Secretary considers 
necessary or appropriate, may store in underuti
lized Strategic Petroleum Reserve facilities pe
troleum product owned by a foreign government 
or its representative. Petroleum products sto,red 
under this section are not part of the Strategic 
Petroleum Reserve and may be exported without 
license from the United States. 

"(b) PROTECTION OF FACILITJES.-All agree
ments entered into pursuant to subsection (a) 
shall contain provisions providing for fees to 
fully compensate the United States for all re
lated costs of storage and removals of petroleum 
products (including the proportionate cost of re
placement facilities necessitated as a result of 
any withdrawals) incurred by the United States 
on behalf of the foreign government or its rep
resentative. 

"(c) ACCESS TO STORED OIL.-The Secretary 
shall ensure that agreements to store petroleum 
products for foreign governments or their rep
resentatives do not impair the ability of the 
United States to withdraw, distribute, or sell pe
troleum products from the Strategic Petroleum 
Reserve in response to an energy emergency or 
to the obligations of the United States under the 
Agreement on an International Energy Pro
gram. 

"(d) AVAILABILITY OF FUNDS.-Funds col
lected through the leasing of Strategic Petro
leum Reserve facilities authorized by subsection 
(a) after September 30, 2007, shall be used by the 
Secretary of Energy without further appropria
tion for the purchase of petroleum products for 
the Strategic Petroleum Reserve.". 

(b) TABLE OF CONTENTS AMENDMENT.-The 
table of contents of part B of title I of the En
ergy. Policy and Conservation Act is amended by 
adding at the end the following: 

"Sec. 168. Use of underutilized facilities.". 

SEC. 9304. IDENTIFICATION OF LIMITED TAX BEN
EFITS SUBJECT TO LINE ITEM VETO. 

Section 1021(a)(3) of the Congressional Budget 
Act of 1974 shall only apply to 3306(c)(21) of the 
Internal Revenue Code of 1986 (as added by sec
tion 5406 of this Act). 
SEC. 9305. PAYMENT OF BENEFITS IN APPRO

PRIATE FISCAL YEAR. 
Section 5120(e) of title 38, United States Code, 

shall not apply to benefit payments otherwise 
payable on October 1, 2000. 

TITLEX-BUDGETENFORCEMENTAND 
PROCESS PROVISIONS 

SEC. 10001. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.-This title may be cited as 

the "Budget Enforcement Act of 1997". 
(b) TABLE OF CONTENTS.-The table of con

tents for this title is as fallows: 
Sec. 10001. Short title; table of contents. 

Subtitle A-Amendments to the Congressional 
Budget and Impoundment Control Act of 1974 

Sec. 10101. Amendment to section 3. 
Sec. 10102. Amendments to section 201. 
Sec. 10103. Amendments to section 202. 
Sec. 10104. Amendment to section 300. 
Sec. 10105. Amendments to section 301. 
Sec. 10106. Amendments to section 302. 
Sec. 10107. Amendments to section 303. 
Sec. 10108. Amendment to section 304. 
Sec. 10109. Amendment to section 305. 
Sec. 10110. Amendments to section 308. 
Sec. 10111. Amendments to section 310. 
Sec. 10112. Amendments to section 311. 
Sec. 10113. Amendment to section 312. 
Sec. 10114. Adjustments. 
Sec. 10115. Effect of adoption of a special order 

of business in the House of Rep
resentatives. 

Sec. 10116. Amendment to section 401 and repeal 
of section 402. 

Sec. 10117. Amendments to title V. 
Sec. 10118. Repeal of title VJ. 
Sec. 10119. Amendments to section 904. 
Sec. 10120. Repeal of sections 905 and 906. 
Sec. 10121. Amendments to sections 1022 and 

1024. 
Sec. 10122. Amendment to section 1026. 
Sec. 10123. Senate task force on consideration 

of budget measures. 
Subtitle B-Amendments to the Balanced Budg-

et and Emergency Deficit Control Act of 1985 
Sec. 10201. Purpose. 
Sec. 10202. General statement and definitions. 
Sec. 10203. Enforcing discretionary spending 

limits. 
Sec. 10204. Violent crime reduction spending. 
Sec. 10205. Enforcing pay-as-you-go. 
Sec. 10206. Reports and orders. 
Sec. 10207. Exempt programs and activities. 
Sec. 10208. General and special sequestration 

rules . 
Sec. 10209. The baseline. 
Sec. 10210. Technical correction. 
Sec. 10211. Judicial review. 
Sec. 10212. Effective date. 
Sec. 10213. Reduction of preexisting balances 

and exclusion of effects of this 
Act from paygo scorecard. 

Subtitle A-Amendments to the Congressional 
Budget and lmpoundment Control Act of 1974 
SEC. 10101. AMENDMENT TO SECTION 3. 

Section 3(9) of the Congressional Budget and 
Impoundment Control Act of 1974 is amended to 
read as follows: 

"(9) The term 'entitlement authority' means
"( A) the authority to make payments (includ

ing loans and grants), the budget authority for 
which is not provided for in advance by appro
priation Acts, to any person or government if, 
under the provisions of the law containing that 
authority , the United States is obligated to make 
such payments to persons or governments who 
meet the requirements established by that law; 
and 

"(B) the food stamp program.". 
SEC. 10102. AMENDMENTS TO SECTION 201. 

(a) TERM OF OFFICE.- The first sentence Of 
section 201(a)(3) of the Congressional Budget 
Act of 1974 is amended to read as follows: "The 
term of office of the Director shall be 4 years 
and shall expire on January 3 of the year pre
ceding each Presidential election." . 

(b) CONFORMING CHANGE.-Section 201(e) of 
the Congressional Budget Act of 1974 is amend
ed by inserting "and" be[ ore " the Library", by 
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striking "and the Office of Technology Assess
ment,", by inserting "and" before "the Librar
ian", and by striking ",and the Technology As
sessment Board''. 

(c) REDESIGNATION OF EXECUTED PROVISION.
Section 201 of the Congressional Budget Act of 
1974 is amended by redesignating subsection (g) 
(relating to revenue estimates) as subsection (f). 

· SEC. 10103. AMENDMENTS TO SECTION 202. 
(a) ASSISTANCE TO BUDGET COMMITTEES.-The 

first sentence of section 202(a) of the Congres
sional Budget Act of 1974 is amended by insert
ing "primary" before "duty". 

(b) ELIMINATION OF EXECUTED PROVISION.
Section 202 of the Congressional Budget Act of 
1974 is amended by striking subsection (e) and 
by redesignating subsections (f), (g), and (h) as 
subsections ( e), (f), and ( g), respectively. 

(C) REPORTING REQUIREMENT.-The first sen
tence of section 202(e)(l) of the Congressional 
Budget Act of 1974 (as redesignated) is amended 
by-

(1) striking "and" before "(B)"; and 
(2) inserting before the period the following: 

", and (C) a statement of the levels of budget 
authority and outlays for each program as
sumed to be extended in the baseline, as pro
vided in section 257(b)(2)( A) and for excise taxes 
assumed to be extended under section 
257(b)(2)(C) of the Balanced Budget and Emer
gency Deficit Control Act of 1985". 
SEC. 10104. AMENDMENT TO SECTION 300. 

(a) TIMETABLE.-The item relating to Feb
ruary 25 in the timetable set for th in section 300 
of the Congressional Budget Act of 1974 is 
amended by striking "February 25" and insert
ing "Not later than 6 weeks after President sub
mits budget". 

(b) CONFORMING AMENDMENTS.-(1) Clause 
4(g) of rule X of the Rules of the House of Rep
resentatives is amended by striking "on or be
fore February 25 of each year" and inserting 
"not later than 6 weeks after the President sub
mits his budget". 

(2) Clause 3(c) of rule XL VIII of the Rules of 
the House of Representatives is amended by 
striking "On or before March 15 of each year" 
and inserting "Within 6 weeks after the Presi
dent submits a budget under section 1105(a) of 
title 31, United States Code" and by striking 
"section 301(c)" and inserting "section 301(d)". 
SEC. 10105. AMENDMENTS TO SECTION 301. 

(a) TERMS OF BUDGET RESOLUTIONS.-Section 
301(a) of the Congressional Budget Act of 1974 is 
amended by striking ", and planning levels for 
each of the two ensuing fiscal years," and in
serting "and for at least each of the 4 ensuing 
fiscal years". 

(b) CONTENTS OF BUDGET RESOLUTIONS.
Paragraphs (1) and (4) of section 301(a) of the 
Congressional Budget Act of 1974 are amended 
by striking ' ', budget outlays, "direct loan obliga
tions, and primary loan guarantee commit
ments" each place it appears and inserting 
"and outlays". 

(c) ADDITIONAL MATTERS.-Section 301(b) of 
the Congressional Budget Act of 1974 is· amend
ed by-

(1) striking paragraph (7) and inserting the 
following: 

"(7) set forth procedures in the Senate where
by committee allocations, aggregates, and other 
levels can be revised for legislation if that legis
lation would not increase the deficit, or would 
not increase the deficit when taken with other 
legislation enacted after the adoption of the res
olution, for the first fiscal year or the total pe
riod of fiscal years covered by the resolution;"; 

(2) in paragraph 8, striking the period and in
serting ";and"; and 

(3) adding the following new paragraph: 
"(9) set forth direct loan obligation and pri-

mary loan guarantee commitment levels.". · 
(d) VIEWS AND ESTIMATES.-The first sentence 

of section 301(d) of the Congressional Budget 

Act of 1974 is amended by inserting "or at such 
time as may be requested by the Committee on 
the Budget," after "Code,". 

(e) HEARINGS AND REPORT.-Section 301(e) of 
the Congressional Budget Act of 1974 is amend
ed-

(1) by striking "In developing" and inserting 
the following: 

"(1) IN GENERAL.-In developing"; and 
(2) by striking the sentence beginning w'ith 

"The report accompanying" and all that follows 
through the end of the subsection and inserting 
the following: 

"(2) REQUIRED CONTENTS OF REPORT.- The re
port accompanying the reso lution shall in
clude-

"(A) a comparison of the levels of total new 
budget authority, total outlays, total revenues, 
and the surplus or deficit for each fiscal year set 
for th in the resolution with those requested in 
the budget submitted by the President; 

"(B) with respect to each major functional 
category, an estimate of total new budget au
thority and total outlays, with the estimates di
vided between discretionary and mandatory 
amounts; 

"(C) the economic assumptions that underlie 
each of the matters set forth in the resolution 
and any alternative economic assumptions and 
objectives the committee considered; 

"(D) information, data, and comparisons indi
cating the manner in which, and the basis on 
which, the committee determined each of the 
matters set for th in the resolution; 

"(E) the estimated levels of tax expenditures 
(the tax expenditures budget) by major items 
and functional categories for the President's 
budget and in the resolution; and 

"(F) allocations described in section 302(a). 
"(3) ADDITIONAL CONTENTS OF REPORT.-The 

report accompanying the resolution may in
clude-

"( A) a statement of any significant changes in 
the proposed levels of Federal assistance to 
State and local governments; 

"(B) an allocation of the level of Federal reve
nues recommended in the resolution among the 
major sources of such revenues; 

"(C) information, data, and comparisons on 
the share of total Federal budget outlays and of 
gross domestic product devoted to investment in 
the budget submitted by the President and in 
the resolution; 

"(D) the assumed levels of budget authority 
and outlays for public buildings, with a division 
between amounts for construction and repair 
and for rental payments; and 

"(E) other matters, relating to the budget and 
to fiscal policy, that the committee deems appro
priate.". 

(f) SOCIAL SECURITY CORRECTIONS.-(]) Sec
tion 301(i) of the Congressional Budget Act of 
1974 is amended by-

( A) inserting ''SOCIAL SECURITY POINT OF 
ORDER.-" after "(i)"; and 

(B) striking "as reported to the Senate" and 
inserting "(or amendment, motion, or conference 
report on the resolution)"; and 

(2) Section 22 of House Concurrent Resolution 
218 (103d Congress) is repealed. 
SEC. 10106. AMENDMENTS TO SECTION 302. 

(a) ALLOCATIONS AND SUBALLOCATIONS.-Sec
tion 302 of the Congressional Budget Act of 1974 
is amended by striking subsections (a) and (b) , 
and inserting the fallowing: 

"(a) COMMITTEE SPENDING ALLOCATIONS.
"(]) ALLOCATION AMONG COMMITTEES.-The 

joint explanatory statement accompanying a 
conference report on a concurrent resolution on 
the budget shall include an allocation, con
sistent with the resolution recommended in the 
conference report, of the levels for the first fiscal 
year of the resolution, for at least each of the 
ensuing 4 fiscal years, and a total for that pe-

riod of fiscal years (except in the case of the 
Committee on Appropriations only for the fiscal 
year of that resolution) of-

"( A) total new budget authority; and 
"(B) total outlays; 

among each committee of the House of Rep
resentatives or the Senate that has jurisdiction 
over legislation providing or creating such 
amounts. 

"(2) No DOUBLE COUNTING.-ln the House of 
Representatives, any item allocated to one com
mittee may not be allocated to another com
mittee. 

"(3) FURTHER DIVISION OF AMOUNTS.-
"( A) IN THE SENATE.-ln the Senate, the 

amount allocated to the Committee on Appro
priations shall be further divided among the cat
egories specified in section 250(c)(4) of the Bal
anced Budget and Emergency Deficit Control 
Act of 1985 and shall not exceed the limits for 
each category set forth in section 251(c) of that 
Act. 

"(B) IN THE HOUSE.-ln the House of Rep
resentatives, the amounts allocated to each com
mittee for each fiscal year, other than the Com
mittee on Appropriations, shall be further di
vided between amounts provided or required by 
law on the date of filing of that conference re
port and amounts not so provided or required. 
The amounts allocated to the Committee on Ap
propriations shall be further divided-

"(i) between discretionary and mandatory 
amounts or programs, as appropriate; and 

"(ii) consistent with the categories specified in 
section 250(c)(4) of the Balanced Budget and 
Emergency Deficit Control Act of 1985. 

"(4) AMOUNTS NOT ALLOCATED.-In the House 
of Representatives or the Senate, if a committee 
receives no allocation of new budget authority 
or outlays, that committee shall be deemed to 
have received an allocation equal to zero for 
new budget authority or outlays. 

"(5) ADJUSTING ALLOCATION OF DISCRE
TIONARY SPENDING IN THE HOUSE OF REPRESENT
ATIVES.-( A) If a concurrent resolution on the 
budget is not adopted by April 15, the chairman 
of the Committee on the Budget of the House of 
Representatives shall submit to the House, as 
soon as practicable, an allocation under para
graph (1) to the Committee on Appropriations 
consistent with the discretionary spending levels 
in the most recently agreed to concurrent resolu
tion on the budget for the appropriate fiscal 
year covered by that resolution. 

"(B) As soon as practicable after an alloca
tion under paragraph (1) is submitted under this 
section, the Committee on Appropriations shall 
make suballocations and report those suballoca
tions to the House of Representatives. 

"(b) SUBALLOCATIONS BY APPROPRIATIONS 
COMMITTEES.- As soon as practicable after a 
concurrent resolution on the budget is agreed to, 
the Committee on Appropriations of each House 
(after consulting with the Committee on Appro
priations of the other House) shall suballocate 
each amount allocated to it for the budget year 
under subsection (a) among its subcommittees. 
Each Committee on Appropriations shall 
promptly report to its House suballocations 
made or revised under this subsection. The Com
mittee on Appropriations of the House of Rep
resentatives shall further divide among its sub
committees the divisions made under subsection 
(a)(3)(B) and promptly report those divisions to 
the House.". 

(b) POINT OF ORDER.-Section 302(c) of the 
Congressional Budget Act of 1974 is amended to 
read as fallows: 

"(c) POINT OF ORDER.-After the Committee 
on Appropriations has received an allocation 
pursuant to subsection (a) for a fiscal year, it 
shall not be in order in the House of Represent
atives or the Senate to consider any bill, joint 
resolution, amendment, motion, or conference 
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report within the jurisdiction of that committee 
providing new budget authority for that fiscal 
year. until that committee makes the suballoca
tions required by subsection (b). ". 

(C) ENFORCEMENT OF POINT OF 0RDER.-
(1) IN THE HOUSE.-Section 302(!)(1) of the 

Congressional Budget Act of 1974 is amended 
by-

( A) striking ''providing new budget authority · 
for such fiscal year or new entitlement author
ity effective during such fiscal year" and insert
ing ''providing new budget authority for any 
fiscal year"; and 

(B) striking "appropriate allocation made 
pursuant to subsection (b)" and all that follows 
through "exceeded." and inserting "applicable 
allocation of new budget authority made under 
subsection (a) or (b) for the first fiscal year or 
the total of fiscal years to be exceeded.". 

(2) IN THE SENATE.-Section 302(/)(2) of the 
Congressional Budget Act of 1974 is amended to 
read as fallows: 

"(2) IN THE SENATE.-After a concurrent reso
lution on the budget is agreed to , it shall not be 
in order in the Senate to consider any bill, joint 
resolution, amendment, motion, or con! erence 
report that would cause-

"( A) in the case of any committee except the 
Committee on Appropriations, the applicable al
location of new budget authority or outlays 
under subsection (a) for the first fiscal year or 
the total of fiscal years to be exceeded; or 

" (B) in the case of the Committee on Appro
priations, the applicable suballocation of new 
budget authority or outlays under subsection (b) 
to be exceeded. ". 

(d) PAY-As-You-Go EXCEPTION IN THE 
HOUSE.- Section 302(g) of the Congressional 
Budget Act of 1974 is amended to read as fol
lows: 

"(g) PAY-AS-You-Go EXCEPTION IN THE 
HOUSE.-

"(1) IN GENERAL.-(A) Subsection (f)(l) and, 
after April 15, section 303(a) shall not apply to 
any bill or joint resolution, as reported, amend
ment thereto, or conference report thereon if, for 
each fiscal year covered by the most recently 
agreed to concurrent resolution on the budget-

"(i) the enactment of that bill or resolution as 
reported; 

"(ii) the adoption and enactment of that 
amendment; or 

" (iii) the enactment of that bill or resolution 
in the form recommended in that conference re
port, 
would not increase the deficit, and, if the sum 
of any revenue increases provided in legislation 
already enacted during the current session 
(when added to revenue increases, if any, in ex
cess of any outlay increase provided by the leg
islation proposed for consideration) is at least as 
great as the sum of the amount, if any, by 
which the aggregate level of Federal revenues 
should be increased as set forth in that concur
rent resolution and the amount, if any . by 
which revenues are to be increased pursuant to 
pay-as-you-go procedures under section 
301(b)(8), if included in that concurrent resolu
tion. 

"(B) Section 311(a), as that section applies to 
revenues, shall not apply to any bill, joint reso
lution , amendment thereto, or conference report 
thereon if, for each fiscal year covered by the 
most recently agreed to concurrent resolution on 
the budget-

"(i) the enactment of that bill or resolution as 
reported; 

" (ii) the adoption and enactment of that 
amendment; or 

"(iii) the enactment of that bill or resolution 
in the form recommended in that conference re
port, 
would not increase the deficit, and, if the sum 
of any outlay reductions provided in legislation 

already enacted during the current session 
(when added to outlay reductions , if any , in ex
cess of any revenue reduction provided by the 
legislation proposed for consideration) is at least 
as great as the sum of the amount, if any, by 
which the aggregate level of Federal outlays 
should be reduced as required by that concur
rent resolution and the amount, if any. by 
which outlays are to be reduced pursuant to 
pay-as-you-go procedures under section 
301(b)(8), if included in that concurrent resolu
tion. 

" (2) REVISED ALLOCATIONS.- (A) As soon as 
practicable after Congress agrees to a bill or 
joint resolution that would have been subject to 
a point of order under subsection (f)(l) but for 
the exception provided in paragraph (1)( A) or 
would have been subject to a point of order 
under section 311(a) but for the exception pro
vided in paragraph (l)(B), the chairman of the 
committee on the Budget of the House of Rep
resentatives shall file with the House appro
priately revised allocations under section 302(a) 
and revised functional levels and budget aggre
gates to reflect that bill. 

"(B) Such revised allocations, functional lev
els, and budget aggregates shall be considered 
for the purposes of this Act as allocations, func
tional levels, and budget aggregates contained 
in the most recently agreed to concurrent resolu
tion on the budget. ''. 
SEC. 10107. AMENDMENTS TO SECTION 303. 

(a) IN GENERAL.-Section 303 of the Congres
sional Budget Act of 1974 is amended to read as 
follows: 
"CONCURRENT RESOLUTION ON THE BUDGET MUST 

BE ADOPTED BEFORE BUDGET-RELATED LEGIS
LATION IS CONSIDERED 
"SEC. 303. (a) IN GENERAL.- Until the concur

rent resolution on the budget for a fiscal year 
has been agreed to, it shall not be in order in 
the House of Representatives, with respect to 
the first fiscal year covered by that resolution, 
or the Senate, with respect to any fiscal year 
covered by that resolution, to consider any bill 
or joint resolution, amendment or motion there
to , or conference report thereon that-

" (1) first provides new budget authority for 
that fiscal year; 

"(2) first provides an increase or decrease in 
revenues during that fiscal year; 

"(3) provides an increase or decrease in the 
public debt limit to become effective during that 
fiscal year; 

" (4) in the Senate only, first provides new en
titlement authority for that fiscal year; or 

" (5) in the Senate only, first provides for an 
increase or decrease in outlays for that fiscal 
year. 

"(b) EXCEPTIONS IN THE HOUSE.- In the 
House of Representatives, subsection (a) does 
not apply-

"(l)(A) to any bill or joint resolution, as re
ported, providing advance discretionary new 
budget authority that first becomes available for 
the first or second fiscal year after the budget 
year; or 

"(B) to any bill or joint resolution, as re
ported, first increasing or decreasing revenues 
in a fiscal year fallowing the fiscal year to 
which the concurrent resolution applies; 

"(2) after May 15, to any general appropria
tion bill or amendment thereto; or 

" (3) to any bill or joint resolution unless it is 
reported by a committee. 

"(c) APPLICATION TO APPROPRIATION MEAS
URES TN THE SENATE.-

" (1) IN GENERAL.-Until the concurrent reso
lution on the budget for a fiscal year has been 
agreed to and an allocation has been made to 
the Committee on Appropriations of the Senate 
under section 302(a) for that year , it shall not be 
in order in the Senate to consider any appro
priation bill or joint resolution, amendment or 

motion thereto, or conference report thereon for 
that year or any subsequent year. 

"(2) EXCEPTION.-Paragraph (1) does not 
apply to appropriations legislation making ad
vance appropriations for the first or second fis
cal year after the year the allocation ref erred to 
in that paragraph is made.". 

(b) CONFORMING AMENDMENT.-The item re
lating to section 303 in the table of contents set 
forth in section l(b) of the Congressional Budget 
and lmpoundment Control Act of 1974 is amend
ed to read as follows: 
"Sec. 303. Concurrent resolution on the budget 

must be adopted before budget-re
lated legislation is considered.". 

SEC. 10108. AMENDMENT TO SECTION 804. 
Section 304 of the Congressional Budget Act of 

1974 is amended by-
(1) striking "(a) IN GENERAL.-"; and 
(2) striking subsection (b) . 

SEC. 10109. AMENDMENT TO SECTION 305. 
(a) BUDGET ACT.-Section 305(a)(l) of the 

Congressional Budget Act of 1974 is amended to 
read as fallows: 

"(1) When a concurrent resolution on the 
budget has been reported by the Committee on 
the Budget of the House of Representatives and 
has been referred to the appropriate calendar of 
the House, it shall be in order on any day there
after, subject to clause 2(l)(6) of rule XI of the 
Rules of the House of Representatives, to move 
to proceed to the consideration of the concur
rent resolution. The motion is highly privileged 
and is not debatable. An amendment to the mo
tion is not in order and it is not in order to move 
to reconsider the vote by which the motion is 
agreed to or disagreed to.". 

(b) CONFORMING AMENDMENT TN THE HOUSE.
The first sentence of clause 2(l)(6) of rule XI of 
the Rules of the House of Representatives is 
amended by striking ''. or as provided by section 
305(a)(l)" and all that follows thereafter 
through "under that section)". 
SEC. 10110. AMENDMENTS TO SECTION 808. 

Section 308 of the Congressional Budget Act of 
1974 is amended-

(l)(A) in the heading of subsection (a), by 
striking "' NEW SPENDING AUTHORITY, OR NEW 
CREDIT AUTHORITY,"; 

(B) in subsection (a)(l), by striking subpara
graph (B) and by redesignating subparagraphs 
.(C) and (D) as subparagraphs (B) and (C), re
spectively; 

(C) in subsection (a)(l)(B) (as redesignated), 
by striking " spending authority" through "com
mitments" and inserting "revenues, or tax ex
penditures"; and 

(D) in paragraphs (1) and (2) of subsection 
(a), by striking ", new spending authority de
scribed in section 401(c)(2), or new credit au
thority," each place it appears; 

(2) in subsection (b)(l), by striking ", new 
spending authority described in section 
401(c)(2), or new credit authority,"; 

(3) in subsection (c), by inserting " and" after 
the semicolon at the end of paragraph (3), by 
striking "; and" at the end of paragraph (4) 
and inserting a period; and by striking para
graph (5) ; and 

( 4) by inserting "joint" before "resolution" 
each place it appears except when "concur
rent", "such", or "reconciliation" precedes 
"resolution" and, in subsection (b)(l), by insert
ing "joint" before "resolutions" each place it 
appears. 
SEC. 10111. AMENDMENTS TO SECTION 310. 

Section 310(c)(l)(A) of the Congressional 
Budget Act of 1974 is amended-

(1) by striking " 20 percent" the first place it 
appears and all that fallows thereafter through 
", and" and inserting the following : 

"(I) in the Senate, 20 percent of the total of 
the amounts of the changes such committee was 
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directed to make under paragraphs (1) and (2) 
of such subsection; or 

"(II) in the House of Representatives, 20 per
cent of the sum of the absolute value of the 
changes the committee was directed to make 
under paragraph (1) and the absolute value of 
the changes the committee was directed to make 
under paragraph (2); and"; and 

(2) by striking "20 percent" the second place 
it appears and all that follows thereafter 
through "; and" and inserting the following: 

"(I) in the Senate, 20 percent of the total of 
the amounts of the changes such committee wa~ 
directed to make under paragraphs (1) and (2) 
of such subsection; or 

"(II) in the House of Representatives, 20 per
cent of the sum of the absolute value of the 
changes the committee was directed to make 
under paragraph (1) and the absolute value of 
the changes the committee was directed to make 
under paragraph (2); and". 
SEC. 10112. AMENDMENTS TO SECTION 311. 

(a) IN GENERAL.-Section 311 of the Congres
sional Budget Act of 1974 is amended to read as 
follows: 
"BUDGET-RELATED LEGISLATION MUST BE WITHIN 

APPROPRIATE LEVELS 
"SEC. 311. (a) ENFORCEMENT OF BUDGET AG

GREGATES.-
"(1) IN THE HOUSE OF REPRESENTATIVES.-Ex

cept as provided by subsection (c), after the 
Congress has completed action on a concurrent 
resolution on the budget for a fiscal year, it 
shall not be in order in the House of Represent
atives to consider any bill, joint resolution, 
amendment, motion, or conference report pro
viding new budget authority or reducing reve
nues, if-

"( A) the enactment of that bill or reso lution 
as reported; 

"(B) the adoption and enactment of that 
amendment; or 

"(C) the enactment of that bill or resolution in 
the form recommended in that conference report; 
would cause the level of total new budget au
thority or total outlays set for th in the applica
ble concurrent resolution on the budget for the 
first fiscal year to be exceeded, or would cause 
revenues to be less than the level of total reve
nues set for th in that concurrent resolution for 
the first fiscal year or for the total of that first 
fiscal year and the ensuing fiscal years for 
which allocations are provided under section 
302(a), except when a declaration of war by the 
Congress is in effect. 

"(2) IN THE SENATE.-After a concurrent reso
lution on the budget is agreed to , it shall not be 
in order in the Senate to consider any bill, joint 
resolution, amendment, motion, or conference 
report that-

" (A) would cause the level of total new budget 
authority or total outlays set forth for the first 
fiscal year in the applicable resolution to be ex
ceeded; or 

"(B) would cause revenues to be less than the 
level of total revenues set forth for that first fis
cal year or for the total of that first fiscal year 
and the ensuing fiscal years in the applicable 
resolution for which allocations are provided 
under section 302(a). 

"(3) ENFORCEMENT OF SOCIAL SECURITY LEV
ELS IN THE SENATE.-After a concurrent resolu
tion on the budget is agreed to, it shall not be 
in order in the Senate to consider any bill, joint 
resolution, amendment, motion, or conference 
report that would cause a decrease in social se
curity surpluses or an increase in social security 
deficits relative to the levels set forth in the ap
plicable resolution for the first fiscal year or for 
the total of that fiscal year and the ensuing fis
cal years for which allocations are provided 
under section 302(a). 

"(b) SOCIAL SECURITY LEVELS.-
"(1) IN GENERAL-For purposes of subsection 

(a)(3), social security surpluses equal the excess 

of social security revenues over social security 
outlays in a fiscal . year or years with such an 
excess and social security deficits equal the ex
cess of social security outlays over social secu
rity revenues in a fiscal year or years with such 
an excess. 

"(2) TAX TREATMENT.-For purposes of sub
section (a)(3), no provision of any legislation in
volving a change in chapter 1 of the Internal 
Revenue Code of 1986 shall be treated as affect
ing the amount of social security revenues or 
outlays unless that provision changes the in
come tax treatment of social security benefits. 

"(c) EXCEPTION IN THE HO USE OF REPRESENT
ATIVES.-Subsection (a)(l) shall not apply in the 
House of Representatives to any bill, joint reso
lution, or amendment that provides new budget 
authority for a fiscal year or to any conference 
report on any such bill or resolution, if-

"(1) the enactment of that bill or resolution as 
reported; 

"(2) the adoption and enactment of that 
amendment; or 

"(3) the enactment of that bill or resolution in 
the form recommended in that conference report; 
would not cause the appropriate allocation of 
new budget authority made pursuant to section 
302(a) for that fiscal year to be exceeded." . 

(b) TABLE OF CONTENTS.-The table of con
tents set forth in section l(b) of the Congres
sional Budget and lmpoundment Control Act of 
1974 is amended by striking the item relating to 
section 311 and inserting the following: 
"Sec. 311. Budget-related legislation must be 

within appropriate levels.". 
SEC. 10113. AMENDMENT TO SECTION 312. 

(a) I N GENERAL.-Section 312 of the Congres
sional Budget Act of 1974 is amended to read as 
follows: 

"DETERMINATIONS AND POINTS OF ORDER 
"SEC. 312. (a) BUDGET COMMITTEE DETER

MINATIONS.-For purposes of this title and title 
IV, the levels of new budget authority, outlays, 
direct spending, new entitlement authority, and 
revenues for a fiscal year shall be determined on 
the basis of estimates made by the Committee on 
the Budget of the House of Representatives or 
the Senate, as applicable. 

"(b) DISCRETIONARY SPENDING POINT OF 
ORDER IN THE SENATE.-

"(1) IN GENERAL.-Except as otherwise pro
vided in this subsection, it shall not be in order 
in the Senate to consider any bill or resolution 
(or amendment, motion, or conference report on 
that bill or resolution) that would exceed any of 
the discretionary spending limits in section 
251(c) of the Balanced Budget and Emergency 
Deficit Control Act of 1985. 

"(2) EXCEPTIONS.-This subsection shall not 
apply if a declaration of war by the Congress is 
in effect or if a joint resolution pursuant to sec
tion 258 of the Balanced Budget and Emergency 
Deficit Control Act of 1985 has been enacted. 

"(c) MAXIMUM DEFICIT AMOUNT POINT OF 
ORDER IN THE SENATE.-lt shall not be in order 
in the Senate to consider any concurrent resolu
tion on the budget for a fiscal year, or to con
sider any amendment to that concurrent resolu
tion, or to consider a conference report on that 
concurrent resolution, if-

"(1) the level of total outlays for the first fis
cal year set forth in that concurrent resolution 
or conference report exceeds; or 

"(2) the adoption of that amendment would 
result in a level of total outlays for that fiscal 
year that exceeds; 
the recommended level of Federal revenues for 
that fiscal year, by an amount that is greater 
than the maximum deficit amount, if any, speci
fied in the Balanced Budget and Emergency 
Deficit Control Act of 1985 for that fiscal year. 

"(d) TIMING OF POINTS OF ORDER IN THE SEN
ATE.-A point of order under this Act may not 

be raised against a bill, resolution, amendment, 
motion, or conference report while an amend
ment or motion, the adoption of which would 
remedy the violation of this Act, is pending be
fore the Senate. 

" (e) POINTS OF ORDER IN THE SENATE AGAINST 
AMENDMENTS BETWEEN THE HOUSES.-Each pro
vision of this Act that establishes a point of 
order against an amendment also establishes a 
point of order in the Senate against an amend
ment between the Houses. If a point of order 
under this Act is raised in the Senate against an 
amendment between the Houses and the point of 
order is sustained, the effect shall be the same 
as if the Senate had disagreed to the amend
ment. 

"(f) EFFECT OF A POINT OF ORDER IN THE SEN
ATE.-ln the Senate, if a point of order under 
this Act against a bill or resolution is sustained, 
the Presiding Officer shall then recommit the 
bill or resolution to the committee of appropriate 
jurisdiction for further consideration.". 

(b) TECHNICAL AND CONFORMING AMEND
MENTS.-

(1) IN GENERAL.-Section 313 of the Congres
sional Budget Act of 1974 is amended-

( A) by striking "(c) When" and inserting "(d) 
CONFERENCE REPORTS.-When''; and 

(B) by striking subsection (e) and redesig
nating subsection (d) as subsection (e). 

(2) TABLE OF CONTENTS.-The item relating to 
section 312 in the table of contents set forth in 
section l(b) of the Congressional Budget and 
lmpoundment Control Act of 1974 is amended by 
striking "Effect of points" and inserting "Deter
minations and points". 
SEC. 10114. ADJUSTMENTS. 

(a) JN GENERAL.-Title III of the Congres
sional Budget Act of 1974 is amended by adding 
at the end the fallowing new section: 

"ADJUSTMENTS 
"SEC. 314. (a) ADJUSTMENTS.-
"(1) IN GENERAL.-After the reporting Of a bill 

or joint resolution, the offering of an amend
ment thereto, or the submission of a conference 
report thereon, the chairman of the Committee 
on the Budget of the House of Representatives 
or the Senate shall make the adjustments set 
forth in paragraph (2) for the amount of new 
budget authority in that measure (if that meas
ure meets the requirements set for th in sub
section (b)) and the outlays flowing from that 
budget authority. 

"(2) MATTERS TO BE ADJUSTED.-The adjust
ments ref erred to in paragraph (1) are to be 
made to-

"(A) the discretionary spending limits, if any, 
set forth in the appropriate concurrent resolu
tion on the budget; 

"(B) the allocations made pursuant to the ap
propriate concurrent resolution on the budget 
pursuant to section 302(a); and 

"(C) the budgetary aggregates as set forth in 
the appropriate concurrent resolution on th~ 
budget. 

"(b) AMOUNTS OF ADJUSTMENTS.- The adjust
ment referred to in subsection (a) shall be-

"(1) an amount provided and designated as 
an emergency requirement pursuant to section 
251(b)(2)(A) or 252(e) of the Balanced Budget 
and Emergency Deficit Control Act of 1985; 

"(2) an amount provided for continuing dis
ability reviews subject to the limitations in sec
tion 251(b)(2)(C) of that Act; 

"(3) for any fiscal year through 2002, an 
amount provided that is the dollar equivalent of 
the Special Drawing Rights with respect to-

"( A) an increase in the United States quota as 
par't of the International Monetary Fund Elev
enth General Review of Quotas (United States 
Quota); or 

"(B) any increase in the maximum amount 
available to the Secretary of the Treasury pur
suant to section 17 of the Bretton Woods Agree
ments Act, as amended from time to time (New 
Arrangements to Borrow); 
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"(4) an amount provided not to exceed 

$1,884,000,000 for the period of fiscal years 1998 
through 2000 for arrearages for international or
ganizations, international peacekeeping, and 
multilateral development banks; or 

"(5) an amount provided for an earned income 
tax credit compliance initiative but not to ex
ceed-

"( A) with respect to fiscal year 1998, 
$138,000,000 in new budget authority; 

"(B) with respect to fiscal year 1999, 
$143,000,000 in new budget authority; 

"(C) with respect to fiscal year 2000, 
$144,000,000 in new budget authority; 

"(D) with respect to fiscal year 2001 , 
$145,000,000 in new budget authority; and 

"(E) with respect to fiscal year 2002, 
$146,000,000 in new budget authority. 

"(c) APPLICATION OF ADJUSTMENTS.-The ad
justments made pursuant to subsection (a) for 
legislation shall-

"(1) apply while that legislation is under con
sideration; 

"(2) take effect upon the enactment of that 
legislation; and 

"(3) be published in the Congressional Record 
as soon as practicable. 

"(d) REPORTING REVISED SUBALLOCATIONS.
Following any adjustment made under sub
section (a), the Committees on Appropriations of 
the Senate and the House of Representatives 
may report appropriately revised suballocations 
under section 302(b) to carry out this section. 

"(e) DEFINITIONS FOR CDRs.-As used in sub
section (b)(2)-

"(1) the term 'continuing disability reviews' 
shall have the same meaning as provided in sec
tion 251(b)(2)(C)(ii) of the Balanced Budget and 
Emergency Deficit Control Act of 1985; and 

"(2) the term 'new budget authority ' shall 
have the same meaning as the term 'additional 
new budget authority' and the term 'outlays' 
shall have the same meaning as 'additional out
lays' in that section.". 

(b) TABLE OF CONTENTS.-The table of con
tents set forth in section l(b) of the Congres
sional Budget and Impoundment Control Act of 
1974 is amended by adding after the item relat
ing to section 313 the following new item: 
"Sec. 314. Adjustments.". 
SEC. 10115. EFFECT OF ADOPTION OF A SPECIAL 

ORDER OF BUSINESS IN THE HOUSE 
OF REPRESENTATIVES. 

(a) EFFECT OF POINTS OF ORDER.-Title III of 
the Congressional Budget Act of 1974 is amend
ed by adding after section 314 the fallowing new 
section: 

"EFFECT OF ADOPTION OF A SPECIAL ORDER OF 
BUSINESS IN THE HOUSE OF REPRESENTATIVES 
"SEC. 315. For purposes of a reported bill or 

joint resolution considered in the House of Rep
resentatives pursuant to a special order of busi
ness, the term 'as reported' in this title or title 
IV shall be considered to ref er to the text made 
in order as an original bill or joint resolution for 
the purpose of amendment or to the text on 
which the previous question is ordered directly 
to passage, as the case may be.". 

(b) CONFORMING AMENDMENT.- The table of 
contents set forth in section l(b) of the Congres
sional Budget and Impoundment Control Act of 
1974 is amended by adding after the item relat
ing to section 314 the fallowing new item: 
"Sec . 315. Effect of adoption of a special order 

of business in the House of Rep
resentatives.". 

SEC. 10116. AMENDMENT TO SECTION 401 AND RE
PEAL OF SECTION 402. 

(a) SECTTON 401.-
(1) CONTROLS.-Section 401 of the Congres

sional Budget Act of 1974 is amended by-
( A) striking the heading and inserting the fol

lowing: 

"BUDGET-RELATED LEGISLATION NOT SUBJECT TO 
APPROPRIATIONS"; and 

(B) striking subsection (a) and inserting the 
following : 

"(a) CONTROLS ON CERTAIN BUDGET-RELATED 
LEGISLATION NOT SUBJECT TO APPROPRIA
TIONS.-lt shall not be in order in either the 
House of Representatives or the Senate to con
sider any bill or joint resolution (in the House of 
Representatives only, as reported) , amendment, 
motion, or conference report that provides-

"(1) new authority to enter into contracts 
under which the United States is obligated to 
make outlays; 

"(2) new authority to incur indebtedness 
(other than indebtedness incurred under chap
ter 31 of title 31 of the United States Code) for 
the repayment of which the United States is lia
ble; or 

"(3) new credit authority; 
unless that bill, joint resolution, amendment, 
motion, or conference report also provides that 
the new authority is to be effective for any fis
cal year only to the extent or in the amounts 
provided in advance in appropriation Acts.". 

(2) POINT OF ORDER.-Section 401(b) of the 
Congressional Budget Act of 1974 is amended

(A) by inserting "new" before "entitlement" 
in the heading; 

(B) by striking paragraph (1) and inserting 
the following: 

"(1) POINT OF ORDER.-It shall not be in order 
in either the House of Representatives or the 
Senate to consider any bill or joint resolution 
(in the House of Representatives only, as re
ported) , amendment, motion, or conference re
port that provides new entitlement authority 
that is to become effective during the current 
fiscal year."; and 

(C) in paragraph (2)-
(i) by striking "new spending authority de

scribed in subsection (c)(2)(C)" and inserting 
"new entitlement authority"; and 

(ii) by striking " of that House" and inserting 
"of the Senate or may then be referred to the 
Committee on Appropriations of the House, as 
the case may be,". 

(3) DEFINITIONS.-Section 401 of the Congres
sional Budget Act of 1974 is amended by striking 
subsection (c). 

(4) EXCEPTIONS.-Section 401(d) of the Con
gressional Budget Act of 1974 is amended-

( A) in paragraph (1), by striking "new spend
ing authority if the budget authority for outlays 
which result from such new spending authority 
is derived'' and inserting ''new authority de
scribed in those subsections if outlays from that 
new authority will flow"; 

(B) by striking paragraph (2) and redesig
nating paragraph (3) as paragraph (2); and 

(C) in paragraph (2), as redesignated, by 
striking "new spending authority" and insert
ing ''new authority described in those sub
sections''. 

(5) REDESIGNATION.-Subsection (d) of section 
401 of the Congressional Budget Act of 1974 is 
redesignated as subsection (c). 

(6) CONFORMING AMENDMENTS.-( A) Clause 
l(b)(4) of rule X of the Rules of the House of 
Representatives is amended to read as fallows: 

"(4) The amount of new authority to enter 
into contracts under which the United States is 
obligated to make outlays, the budget authority 
for which is not provided in advance by appro
priation Acts; new authority to incur indebted
ness (other than indebtedness incurred under 
chapter 31 of title 31 of the United States Code) 
for the repayment of which the United States is 
liable, the budget authority for which is not 
provided in advance by appropriation Acts; new 
entitlement authority as defined in section 3(9) 
of the Congressional Budget Act of 1974, includ
ing bills and resolutions (reported by other com
mittees) which provide new entitlement author-

ity as defined in section 3(9) of the Congres
sional Budget Act of 1974 and are referred to the 
committee under clause 4(a); authority to forego 
the collection by the United States of propri
etary offsetting receipts, the budget authority 
for which is not provided in advance by appro
priation Acts to offset such foregone receipts; 
and authority to make payments by the United 
States (including loans, grants, and payments 
from revolving funds) other than those covered 
by this subparagraph, the budget authority for 
which is not provided in advance by appropria
tion Acts. ". 

(B) Clause 4(a)(2) of rule X of the Rules of the 
House of Representatives is amended by striking 
"new spending authority described in section 
401(c)(2)(C)" and inserting "new entitlement 
authority as defined in section 3(9)" and by 
striking "total amount of new spending author
ity" and inserting "total amount of new entitle
ment authority''. 

(C) Clause 2(l)(3) of rule XI of the Rules of the 
House of Representatives is amended by striking 
"new spending authority as described in section 
401(c)(2)" and by inserting "new entitlement 
authority as defined in section 3(9)". 

(b) REPEALER OF SECTION 402.-Section 402 Of 
the Congressional Budget Act of 1974 is re
pealed. 

(C) CONFORMING AMENDMENTS.-
(}) REDESIGNATION.-Sections 403 through 407 

of the Congressional Budget Act of 1974 are re
designated as sections 402 through 406, respec
tively. 

(2) GAO ANALYSIS.-Section 404 (as redesig
nated) of the Congressional Budget Act of 1974 
is amended by striking "spending authority as 
described by section 401(c)(2) and which provide 
permanent appropriations," and inserting 
"mandatory spending". 

(3) TABLE OF CONTENTS.-The table of con
tents set forth in section l(b) of the Congres
sional Budget and Impoundment Control Act of 
1974 is amended by-

( A) striking the item for section 401 and in
serting the following: 
"Sec. 401. Budget-related legislation not subject 

to appropriations."; and 
(B) striking the item relating to section 402 

and redesignating the items relating to sections 
403 through 407 as the items relating to sections 
402 through 406, respectively. 

(4) CONFORMING AMENDMENTS.-(A) Clause 
2(l)(3) of rule XI of the Rules of the House of 
Representatives is amended by striking "section 
403" and inserting "section 402". 

(B) Clause 7(d) of rule XIII of the Rules of the 
House of Representatives is amended by striking 
"section 403" and inserting "section 402". 
SEC. 10117. AMENDMENTS TO TITLE V. 

(a) SECTION 502.-Section 502 of the Federal 
Credit Reform Act of 1990 is amended as follows: 

(1) In the second sentence of paragraph (1), 
insert ''and financing arrangements that def er 
payment for more than 90 days, including the 
sale of a government asset on credit terms" be
! ore the period. 

(2) In paragraph (5)(A), insert "or modifica
tion thereof" before the first c01nma. 

(3) In paragraph (5), strike subparagraphs (B) 
and (C) and insert the following : 

"(B) The cost of a direct loan shall be the net 
present value, at the time when the direct loan 
is disbursed, of the following estimated cash 
flows : 

"(i) loan disbursements; 
"(ii) repayments of principal; and 
"(iii) payments of interest and other payments 

by or to the Government over the life of the loan 
after adjusting for estimated defaults, prepay
ments, fees, penalties, and other recoveries; 
including the effects of changes in loan terms 
resulting from the exercise by the borrower of an 
option included in the loan contract. 
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"(C) The cost of a loan guarantee shall be the 

net present value, at the time when the guaran
teed loan is disbursed, of the following estimated 
cash j1ows: 

"(i) payments by the Government to cover de
faults and delinquencies, interest subsidies, or 
other payments; and 

"(ii) payments to the Government including 
origination and other fees, penalties and recov
eries; 
including the effects of changes in loan terms 
resulting from the exercise by the guaranteed 
lender of an option included in the loan guar
antee contract, or by the borrower of an option 
included in the guaranteed loan contract.". 

(4) In paragraph (5), amend subparagraph (D) 
to read as fallows: 

"(D) The cost of a modification is the dif
ference between the current estimate of the net 
present value of the remaining cash j1ows under 
the terms of a direct loan or loan guarantee con
tract, and the current estimate of the net 
present value of the remaining cash j1ows under 
the terms of the contract, as modified.". 

(5) In paragraph (5)(E), insert "the cash j1ows 
of" after "to". 

(6) I n paragraph (5), by adding at the end the 
following: 

"(F) When funds are obl'igated for a direct 
loan or loan guarantee, the estimated cost shall 
be based on the current assumptions, adjusted 
to incorporate the terms of the loan contract, for 
the fiscal year in which the funds are obli
gated." . 

(7) Redesignate paragraph (9) as paragraph 
(11) and after paragraph (8) add the fo llowing 
new paragraphs: 

"(9) The term 'modification' means any Gov
ernment action that alters the estimated cost of 
an outstanding direct loan (or direct loan obli
gation) or an outstanding loan guarantee (or 
loan guarantee commitment) from the current 
estimate of cash j1ows. This includes the sale of 
loan assets, with or without recourse, and the 
purchase of guaranteed loans. This also in
cludes any action resulting from new legisla
tion, or from the exercise of administrative dis
cretion under existing law, that directly or indi
rectly alters the estimated cost of outstanding 
direct loans (or direct loan obligations) or loan 
guarantees (or loan guarantee commitments) 
such as a change in collection procedures. 

"(10) The term 'current' has the same meaning 
as in section 250(c)(9) of the Balanced Budget 
and Emergency Deficit Control Act of 1985. " . 

(b) SECTION 504.-Section 504 of the Federal 
Credit Reform Act of 1990 is amended as fol lows: 

(1) Amend subsection (b)(l) to read as follows: 
"(1) new budget authority to cover their costs 

is provided in advance in an appropriations 
Act;". 

(2) In subsection (b)(2), strike "is enacted" 
and insert "has been provided in advance in an 
appropriations Act". 

(3) In subsection (c), strike "Subsection (b)" 
and insert "Subsections (b) and (e)". 

(4) In subsection (d)(l), strike "directly or in
directly alter the costs of outstanding direct 
loans and loan guarantees" and insert "modify 
outstanding direct loans (or direct loan obliga
tions) or loan guarantees (or loan guarantee 
commitments) ' '. 

(5) Amend subsection (e) to read as follows: 
"(e) MODIFICATIONS.-An outstanding direct 

loan (or direct loan obligation) or loan guar
antee (or loan guarantee commitment) shall not 
be modified in a manner that increases its costs 
unless budget authority for the additional cost 
has been provided in advance in an appropria
tions Act.". 

(c) SECTION 505.-Section 505 of the Federal 
Credit Reform Act of 1990 is amended as follows: 

(1) In subsection (c), by inserting before the 
period at the end of the second sentence the fol-

lowing: ", except that the rate of interest 
charged by the Secretary on lending to financ
ing accounts (including amounts treated as 
lending to financing accounts by the Federal Fi
nancing Bank (hereinafter in this subsection re
f erred to as the 'Bank') pursuant to section 
406(b)) and the rate of interest paid to financing 
accounts on uninvested balances in financing 
accounts shall be the same as the rate deter
mined pursuant to section 502(5)(E). For guar
anteed loans financed by the Bank and treated 
as direct loans by a Federal agency pursuant to 
section 406(b), any fee or interest surcharge (the 
amount by which the interest rate charged ex
ceeds the rate determined pursuant to section 
502(5)(E)) that the Bank charges to a private 
borrower pursuant to section 6(c) of the Federal 
Financing Bank Act of 1973 shall be considered 
a cash j1ow to the Government for the purposes 
of determining the cost of the direct loan pursu
ant to section 502(5). All such amounts shall be 
credited to the appropriate financing account. 
The Bank is authorized to require reimburse
ment from a Federal agency to cover the admin
istrative expenses of the Bank that are attrib
utable to the direct loans financed for that 
agency. All such payments by an agency shall 
be considered administrative expenses subject to 
section 504(g). This subsection shall apply to 
transactions related to direct loan obligations or 
loan guarantee commitments made on or after 
October 1, 1991". 

(2) In subsection (c), by striking "supercede" 
and inserting "supersede". 

(3) By amending subsection (d) to read as fol
lows: 

"(d) AUTHORIZATION FOR LIQUIDATING AC
COUNTS.-(1) Amounts in l'iquidating accounts 
shall be available only for payments resulting 
from direct loan obligations or loan guarantee 
commitments made prior to October 1, 1991 , for-

"( A) interest payments and principal repay
ments to the Treasury or the Federal Financing 
Bank for amounts borrowed; 

"(B) disbursements of loans; 
"(C) default and other guarantee claim pay

ments; 
"(D) interest supplement payments; 
"(E) payments for the costs of foreclosing, 

managing, and selling collateral that are cap
italized or routinely deducted from the proceeds 
of sales; 

"(F) payments to financing accounts when re
quired for modifications; 

"(G) administrative expenses, if-
"(i) amounts credited to the liquidating ac

count would have been available for administra
tive expenses under a provision of law in effect 
prior to October 1, 1991; and 

"(ii) no direct loan obligation or loan guar
antee commitment has been made, or any modi
fication of a direct loan or loan guarantee has 
been made, since September 30, 1991; or 

"(H) such other payments as are necessary for 
the liquidation of such direct loan obligations 
and loan guarantee commitments . 

"(2) Amounts credited to liquidating accounts 
in any year shall be available only for payments 
required in that year. Any unobligated balances 
in liquidating accounts at the end of a fiscal 
year shall be trans[ erred to miscellaneous re
ceipts as soon as practicable after the end of the 
fiscal year. 

"(3) If funds in liquidating accounts are in
sufficient to satisfy obligations and commit
ments of such accounts, there is hereby provided 
permanent, indefinite authority to make any 
payments required to be made on such .obliga
tions and commitments.". 

(d) SECTION 506.-Section 506 of the Federal 
Credit Reform Act of 1990 is amended-

(1) by striking "(a) IN GENERAL.-"; 
(2) by striking "(1)" and inserting the fol

lowing: 

"(a) IN GENERAL.-"; 
(3) by striking "(2) The" and inserting the fol

lowing: 
" (b) STUDY.- The"; 
(4) by striking "(3)" and inserting the fol

lowing : 
"(c) ACCESS TO DATA.-"; and 
(5) in subsection (c) (as redesignated) by strik

ing "paragraph (2)" and inserting "subsection 
(b)". 
SEC. 10118. REPEAL OF TITLE VI. 

(a) REPEALER.-Title VI of the Congressional 
Budget Act of 1974 is repealed. 

(b) CONFORMING AMENDMENTS.-(1) The items 
relating to title VI of the table of contents set 
forth in section l(b) of the Congressional Budget 
and Impoundment Control Act of 1974 are re
pealed. 

(2) Clause 4(h) of rule X of the Rules of the 
House of Representatives is amended by striking 
"section 302 or section 602 (in · the case of fiscal 
years 1991 through 1995)" and inserting "section 
302". 
SEC. 10119. AMENDMENTS TO SECTION 904. 

(a) CONFORMING AMENDMENT.- Section 904(a) 
of the Congressional Budget Act of 1974 is 
amended by striking "(except section 905)" and 
by striking "V, and VI (except section 601(a))" 
and inserting "and V". 

(b) WAIVERS.- Section 904(c) of the Congres
sional Budget Act of 1974 is amended to read as 
follows: 

"(c) WAIVERS.-
"(1) PERMANENT.-Sections 305(b)(2), 305(c)(4), 

306, 310(d)(2), 313, 904(c), and 904(d) of this Act 
may be waived or suspended in the Senate only 
by the affirmative vote of three-fifths of the 
Members, duly chosen and sworn . 

" (2) TEMPORARY.- Sections 301(i), 302(c), 
302([), 310(g). 311(a), 312(b). and 312(c) of this 
Act and sections 258(a)(4)(C). 258A(b)(3)(C)(l). 
258B(f)(1) , 258B(h)(l), 258(h)(3), 258C(a)(5), and 
258C(b)(l) of the Balanced Budget and Emer
gency Deficit Control Act of 1985 may be waived 
or suspended in the Senate only by the affirma
tive vote of three-fifths of the Members, duly 
chosen and sworn.". 

(c) APPEALS.-Section 904(d) of the Congres
sional Budget Act of 1974 is amended to read as 
follows: 

"(d) APPEALS.-
"(1) PROCEDURE.-Appeals in the Senate from 

the decisions of the Chair relating to any provi
sion of title III or IV or section 1017 shall , ex
cept as otherwise provided therein, be limited to 
1 hour, to be equally divided between, and con
trolled by, the mover and the manager of the 
resolution , concurrent resolution, reconciliation 
bill, or rescission bill, as the case may be. 

"(2) PERMANENT.-An affirmative vote of 
three-fifths of the Members, duly chosen and 
sworn , shall be required in the Senate to sustain 
an appeal of the ruling of the Chair on a point 
of order raised under sections 305(b)(2), 
305(c)(4), 306, 310(d)(2), 313, 904(c), and 904(d) of -
this Act. 

"(3) TEMPORARY.-An affirmative vote of 
three-fifths of the Members, duly chosen and 
sworn, shall be required in the Senate to sustain 
an appeal of the ruling of the Chair on a point 
of order raised under sections 301(i) , 302(c), 
302([), 310(g). 311(a). 312(b), and 312(c) of this 
Act and sections 258(a)(4)(C), 258A(b)(3)(C)(I), 
258B(f)(l) , 258B(h)(l), 258(h)(3), 258C(a)(5), and 
258C(b)(l) of the Balanced Budget and Emer
gency Deficit Control Act of 1985. ". 

(d) EXPIRATION OF SUPERMAJORITY VOTING 
REQUIREMENTS.-Section 904 of the Congres
sional Budget Act of 1974 is amended by adding 
at the end the following: 

"(e) EXPIRATION OF CERTAIN SUPERMAJORITY 
VOTING REQUIREMENTS.-Subsections (c)(2) and 
(d)(3) shall expire on September 30, 2002. ". 
SEC. 10120. REPEAL OF SECTIONS 905 AND 906. 

(a) REPEALER.-Sections 905 and 906 of the 
Congressional B.udget Act of 1974 are repealed. 
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(b) CONFORMING AMENDMENTS.-The table of 

contents set forth in section l(b) of the Congres
sional Budget and lmpoundment Control Act of 
1974 is amended by striking the items relating to 
sections 905 and 906. 
SEC. 10121. AMENDMENTS TO SECTIONS 1022 AND 

1024. 
(a) SECTION 1022.-Section 1022(b)(l)(F) of the 

Congressional Budget and lmpoundment Con
trol Act of 1974 is amended by striking "section 
601" and inserting "section 251 ( c) of the Bal
anced Budget and Emergency Deficit Control 
Act Of 1985". 

(b) SECTION 1024.-Section 1024(a)(l)(B) Of the 
Congressional Budget and lmpoundment Con
trol Act of 1974 is amended by striking "section 
601(a)(2)" and inserting " section 251(c) of the 
Balanced Budget and Emergency Deficit Con
trol Act of 1985". 
SEC. 10122. AMENDMENT TO SECTION 1026. , 

Section 1026(7)(A)(iv) of the Congressional 
Budget and lmpoundment Control Act of 1974 is 
amended by striking " ; and" and inserting "; 
or". 
SEC. 10123. SENATE TASK FORCE ON CONSIDER· 

ATION OF BUDGET MEASURES. 
(a) APPOINTMENT OF MEMBERS.-The Major

ity Leader and Minority Leader of the Senate 
shall each appoint 3 Senators to serve on a bi
partisan task force to study the floor procedures 
for the consideration of budget resolutions and 
reconciliation bills in the Senate as provided in 
sections 305(b) and 310(e) of the Congressional 
Budget Act of 1974. 

(b) REPORT OF THE TASK FORCE.-The task 
force shall submit its report to the Senate not 
later than October 8, 1997. 
Subtitle B-Amendments to the Balanced 

Budget and Emergency Deficit Control Act 
of 1985 

SEC. 10201. PURPOSE. 
The purpose of this subtitle is to extend dis

cretionary spending limits and pay-as-you-go 
requirements. 
SEC. 10202. GENERAL STATEMENT AND DEFINI· 

TIO NS. 
(a) GENERAL STATEMENT.- Section 250(b) of 

the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended by striking the 
first 2 sentences and inserting the following : 
"This part provides for budget enforcement as 
called for in House Concurrent Resolution 84 
(105th Congress, 1st session).". 

(b) DEFINITIONS.-Section 250(c) of the Bal
anced Budget and Emergency Deficit Control 
Act of 1985 is amended-

(1) in paragraph (1)-
( A) by striking "(but including" through 

"amount' " ; and 
(B) by striking "section 601 of that Act as ad

justed under sections 251 and 253" and inserting 
"section 251'" 

(2) by striking paragraph ( 4) and inserting the 
following : 

"(4) The term 'category' means the subsets of 
discretionary appropriations in section 251 ( c). 
Discretionary appropriations in each of the cat
egories shall be those designated in the joint ex
planatory statement accompanying the con
f erence report on the Balanced Budget Act of 
1997. New accounts or activities shall be cat
egorized only after consultation with the com
mittees on Appropriations and the Budget of the 
House of Representatives and the Senate and 
that consultation shall, to the extent prac
ticable, include written communication to such 
committees that affords such committees the op
portunity to comment before official action is 
taken with respect to new accounts or activi
ties."; 

(3) by striking paragraph (6) and inserting the 
following: 

" (6) The term 'budgetary resources' means 
new budget authority , unobligated balances, di-

rect spending authority, and obligation limita
tions."; 

(4) in paragraph (9). by striking "submission 
of the fiscal year 1992 budget that are not in
cluded with a budget submission" and inserting 
''that budget submission that are not included 
with it"; 

(5) in paragraph (14) , by inserting "first 4" 
before "fiscal years" and by striking "through 
fiscal year 1995"; 

(6) by striking paragraphs (17) and (20) and 
by redesignating paragraphs (18), (19), and (21) 
as paragraphs (17), (18), and (19), respectively; 

(7) in paragraph (17) (as redesignated), by 
striking ' 'Omnibus Budget Reconciliation Act of 
1990" and inserting "Balanced Budget Act of 
1997"; 

(8) in paragraph (18) (as redesignated), by 
striking all after "expenses" and inserting "the 
Federal deposit insurance agencies, and other 
Federal agencies supervising insured depository 
institutions, resulting from full funding of, and 
continuation of, the deposit insurance guar
antee commitment in effect under current esti
mates."; and 

(9) by striking paragraph (19) (as redesig
nated) and inserting the following: · 

"(19) The term 'asset sale' means the sale to 
the public of any asset (except for those assets 
covered by title V of the Congressional Budget 
Act of 1974), whether physical or financial, 
owned in whole or in part by the United 
States.". 
SEC. 10203. ENFORCING DISCRETIONARY SPEND

ING LIMITS. 
(a) EXTENSION THROUGH FISCAL YEAR 2002.

Section 251 of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended

(1) in the heading of subsection (a), by strik
ing "Fiscal Years 1991- 1998"; 

(2) in subsection (a)(3). by striking "(h)" both 
places it appears and inserting "(!)"; 

(3) by striking subsection (a)(7) and inserting 
the fallowing: 

"(7) ESTIMATES.-
" ( A) CBO ESTIMATES.-As soon as practicable 

after Congress completes action on any discre
tionary appropriation, CBO, after consultation 
with the Committees on the Budget of the House 
of Representatives and the Senate, shall provide 
OMB with an estimate of the amount of discre
tionary new budget authority and outlays for 
the current year (if any) and the budget year 
provided by that legislation. 

"(B) OMB ESTIMATES AND EXPLANATION OF 
DIFFERENCES.-Not later than 7 calendar days 
(excluding Saturdays, Sundays, and legal holi
days) after the date of enactment of any discre
tionary appropriation, OMB shall transmit a re
port to the House of Representatives and to the 
Senate containing the CBO estimate of that leg
islation, an OMB estimate of the amount of dis
cretionary new budget authority and outlays for 
the current year (if any) and the budget year 
provided by that legislation, and an explanation 
of any difference between the 2 estimates. If 
during the preparation of the report OMB deter
mines that there is a significant difference be
tween OMB and CBO, OMB shall consult with 
the Committees on the Budget of the House of 
Representatives and the Senate regarding that 
difference and that consultation shall include, 
to extent practicable, written communication to 
those committees that affords such committees 
the opportunity to comment before the issuance 
of the report. 

"(C) ASSUMPTIONS AND GUIDELINES.-OMB es
timates under this paragraph shall be made 
using current economic and technical assump
tions. OMB shall use the OMB estimates trans
mitted to the Congress under this paragraph. 
OMB and CBO shall prepare estimates under 
this paragraph in conformance with 
scorekeeping guidelines determined after con-

sultation among the House and Senate Commit
tees on the Budget, CBO, and OMB. 

"(D) ANNUAL APPROPRIATIONS.-For purposes 
of this paragraph, amounts provided by annual 
appropriations shall include any new budget 
authority and outlays for the current year (if 
any) and the budget year in accounts for which 
funding is provided in that legislation that re
sult from previously enacted legislation."; 

(4) by striking subsection (b) and inserting the 
following: 

"(b) ADJUSTMENTS TO DISCRETIONARY SPEND
ING LIMITS.-

"(1) PREVIEW REPORT.-When the President 
submits the budget under section 1105 of title 31, 
United States Code, OMB shall calculate and 
the budget shall include adjustments to discre
tionary spending limits (and those limits as cu
mulatively adjusted) for the budget year and 
each outyear to reflect changes in concepts and 
definitions. Such changes shall equal the base
line levels of new budget authority and outlays 
using up-to-date concepts and definitions minus 
those levels using the concepts and definitions 
in effect before such changes. Such changes may 
only be made after consultation with the com
mittees on Appropriations and the Budget of the 
House of Representatives and the Senate and 
that consultation shall include written commu
nication to such committees that affords such 
committees the opportunity to comment before 
official action is taken with respect to such 
changes. 

"(2) SEQUESTRATION REPORTS.-When OMB 
submits a sequestration report under section 
254(e), (f), or (g) for a fiscal year, OMB shall 
calculate, and the sequestration report and sub
sequent budgets submitted by the President 
under section 1105(a) of title 31, United States 
Code, shall include adjustments to discretionary 
spending limits (and those limits as adjusted) for 
the fiscal year and each succeeding year . 
through 2002, as follows: 

"(A) EMERGENCY APPROPRIATJONS.-lf, for 
any fiscal year, appropriations for discretionary 
accounts are enacted that the President des
ignates as emergency requirements and that the 
Congress so designates in statute, the adjust
ment shall be the total of such appropriations in 
discretionary accounts designated as emergency 
requirements and the outlays flowing in all fis
cal years from such appropriations. This sub
paragraph shall not apply to appropriations to 
cover agricultural crop disaster assistance. 

" (B) SPECIAL OUTLAY ALLOWANCE.-lf, in any 
fiscal year , outlays for a category exceed the 
discretionary spending limit for that category 
but new budget authority does not exceed its 
limit for that category (after application of the 
first step of a sequestration described in sub
section (a)(2), if necessary), the adjustment in 
outlays for a fiscal year is the amount of the ex
cess but not to exceed 0.5 percent of the sum of 
the adjusted discretionary spending limits on 
outlays for that fiscal year. 

"(C) CONTINUING DISABILITY REVIEWS.-(i) If a 
bill or joint resolution making appropriations 
for a fiscal year is enacted that specifies an 
amount for continuing disability reviews under 
the heading 'Limitation on Administrative Ex
penses' for the Social Security Administration, 
the adjustments for that fiscal year shall be the 
additional new budget authority provided in 
that Act for such reviews for that fiscal year 
and the additional outlays flowing from such 
amounts, but shall not exceed-

" (!) for fiscal year 1998, $290,000,000 in addi
tional new budget authority and $338,000,000 in 
additional outlays; 

"(II) for fiscal year 1999, $520,000,000 in addi
tional new budget authority and $520,000,000 in 
additional outlays; 

"(Ill) for fiscal year 2000, $520,000,000 in addi
tional new budget authority and $520,000,000 in 
additional outlays; 
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"(IV) for fiscal year 2001, $520,000,000 in addi

tional new budget authority and $520,000,000 in 
additional outlays; and 

"(V) for fiscal year 2002, $520,000,000 in addi
tional new budget authority and $520,000,000 in 
additional outlays. 

"(ii) As used in this subparagraph-
"(!) the term 'continuing disability reviews ' 

means reviews or redeterminations as defined 
under section 201(g)(l)(A) of the Social Security 
Act and reviews and redeterminations author
ized under section 211 of the Personal Responsi
bility and Work Opportunity Reconciliation Act 
of 1996; 

"(II) the term 'additional new budget author
ity' means the amount provided for a fiscal 
year, in excess of $200,000,000, in an appropria
tions Act and specified to pay for the costs of 
continuing disability reviews under the heading 
'.Limitation on Administrative Expenses' for the 
Social Security Administration; and 

"(III) the term 'additional outlays' means out
lays, in excess of $200,000,000 in a fiscal year, 
flowing from the amounts specified for con
tinuing disability reviews under the heading 
'.Limitation on Administrative Expenses' for the 
Social Security Administration, including out
lays in that fiscal year flowing from amounts 
specified in Acts enacted for prior fiscal years 
(but not before 1996). 

"(D) ALLOWANCE FOR IMF.- If an appropria
tion bill or joint resolution is enacted for a fiscal 
year through 2002 that includes an appropria
tion with respect to clause (i) or (ii), the adjust
ment shall be the amount of budget authority in 
the measure that is the dollar equivalent of the 
Special Drawing Rights with respect to-

"(i) an increase in the United States quota as 
part of the International Monetary Fund Elev
enth General Review of Quotas (United States 
Quota); or 

"(ii) any increase in the maximum amount 
available to the Secretary of the Treasury pur
suant to section 17 of the Bretton Woods Agree
ments Act, as amended from time to time (New 
Arrangements to Borrow). 

"(E) ALLOWANCE FOR INTERNATIONAL ARREAR
AGES.-

"(i) ADJUSTMENTS.-lf an appropriation bill or 
joint resolution is enacted for fiscal year 1998, 
1999, or 2000 that includes an appropriation for 
arrearages for international organizations, 
international peacekeeping, and multilateral de
velopment banks for that fiscal year , the adjust
ment shall be the amount of budget authority in 
that measure and the outlays flowing in all fis
cal years from that budget authority. 

"(ii) LIMITATJONS.- The total amount of ad
justments made pursuant to this subparagraph 
for the period of fiscal years 1998 through 2000 
shall not exceed $1,884,000,000 in budget author
ity. 

"(F) EJTC COMPLIANCE INITIATJVE.-lf an ap
propriation bill or joint resolution is enacted for 
a fiscal year that includes an appropriation for 
an earned 'income tax credit compliance initia
tive, the adjustment shall be the amount of 
budget authority in that measure for that initia
tive and the outlays flou:ing in all fiscal years 
from that budget authorit~1, but not to exceed-

"(i) with respect to fiscal year 1998, 
$138,000,000 in new budget authority and 
$131 ,000,000 in outlays; 

"(ii) with respect to fiscal year 1999, 
$143,000,000 in new budget authority and 
$143,000,000 in outlays; 

"(iii) with respect to fiscal year 2000, 
$144,000,000 in new budget authority and 
$144,000,000 in outlays; 

"(iv) with respect to fiscal year 2001, 
$145,000,000 in new budget authority and 
$145,000,000 in outlays; and 

"(v) with respect to fiscal year 2002, 
$146,000,000 in new budget authority and 
$146,000,000 in outlays.". 

(b) SHIFTING OF DISCRETIONARY SPENDING 
LIMITS INTO THE BALANCED BUDGET AND EMER
GENCY DEFICIT CONTROL ACT OF 1985.-Section 
251 of the Balanced Budget and Emergency Def
icit Control Act of 1985 is amended by adding at 
the end the fallowing new subsection: 

"(c) DISCRETIONARY SPENDING L!MIT.-As 
used in this part, the term 'discretionary spend
ing limit' means-

"(1) with respect to fiscal year 1997, for the 
discretionary category, the current adjusted lim
its of new budget authority and outlays; 

"(2) with respect to fiscal year 1998-
"(A) for the defense category: $269,000,000,000 

in new budget authority and $266,823,000,000 in 
outlays; 

"(B) for the nondefense category: 
$252,357,000,000 in new budget authority and 
$282,853,000,000 in outlays; and 

"(C) for the violent crime reduction category: 
$5,500,000,000 in new budget authority and 
$3,592,000,000 in outlays; 

"(3) with respect to fiscal year 1999-
"(A) for the defense category: $271,500,000,000 

in new budget authority and $266,518,000,000 in 
outlays; 

"(B) for the nondefense category : 
$255,699,000,000 in new budget authority and 
$287,850,000,000 in outlays; and 

"(C) for the violent crime reduction category: 
$5,800,000,000 in new budget authority and 
$4,953,000,000 in outlays; 

"(4) with respect to fiscal year 2000-
"(A) for the discretionary category: 

$532,693,000,000 in new budget authority and 
$558, 711,000,000 in outlays; and 

"(B) for the violent crime reduction category: 
$4,500,000,000 in new budget authority and 
$5,554,000,000 in outlays; 

"(5) with respect to fiscal year 2001, for the 
discretionary category: $542,032,000,000 in new 
budget authority and $564,396,000,000 in out
lays; and 

"(6) with respect to fiscal year 2002, for the 
discretionary category: $551,074,000,000 in new 
budget authority and $560,799,000,000 in out
lays; 
as adjusted in strict conformance with sub
section (b). " . 

(c) REPEAL OF DUPLICATIVE PROVISIONS.-Sec
tions 201, 202, 204(b), 206, and 211 of House Con
current Resolution 84 (105th Congress) are re
pealed. 
SEC. 10204. VIOLENT CRIME REDUCTION SPEND

ING. 
(a) SEQUESTRATION REGARDING VIOLENT 

CRIME REDUCTION SPENDING.-
(1) REPEAL-Section 251 A of the Balanced 

Budget and Emergency Deficit Control Act of 
1985 is repealed. 

(2) TABLE OF CONTENTS.-The item relating to 
section 251 A in the table contents set forth in 
section 250(a) of the Balanced Budget and 
Emergency Deficit Control Act of 1985 is re
pealed. 

(b) CONFORMING AMENDMENT.-Section 310002 
of Public Law 103-322 (42 U.S.C. 14212) is re
pealed. 
SEC. 10205. ENFORCING PAY-AS-YOU-GO. 

Section 252 of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended

(1) by striking subsections (a) and (b) and in
serting the fallowing: 

"(a) PURPOSE.-The purpose of this section is 
to assure that any legislation enacted before Oc
tober 1, 2002, affecting direct spending or re
ceipts that increases the deficit will trigger an 
offsetting sequestration. 

"(b) SEQUESTRAT/ON.-
"(1) TIMING.-Not later than 15 calendar days 

after the date Congress adjourns to end a ses
sion and on the same day as a sequestration (if 
any) under section 251 or 253, there shall be a 
sequestration to offset the amount of any net 

deficit increase caused by all direct spending 
· and receipts legislation enacted before October 
1, 2002, as calculated under paragraph (2). 

"(2) CALCULATION OF DEFICIT INCREASE.
OMB shall calculate the amount of deficit in
crease or decrease by adding-

"( A) all OMB estimates for the budget year of 
direct spending and receipts legislation trans
mitted under subsection (d); 

"(B) the estimated amount of savings in direct 
spending programs applicable to budget year re
sulting from the prior year's sequestration under 
this section or section 253, if any, as published 
in OMB's final sequestration report for that 
prior year; and 

"(C) any net deficit increase or decrease in 
the current year resulting from all OMB esti
mates for the current year of direct spending 
and receipts legislation transmitted under sub
section (d) that were not reflected in the final 
OMB sequestration report for the current 
year."; 

(2) by amending subsection (c)(l)(B), by in
serting "and direct" after "guaranteed"; 

(3) by amending subsection (d) to read as fol
lows: 

"(d) ESTIMATES.-
"(1) CEO ESTIMATES.-As soon as practicable 

after Congress completes action on any direct 
spendi?ig or receipts legislation, CEO shall pro
vide an estimate to OMB of that legislation . 

"(2) OMB ESTIMATES.-Not later than 7 cal
endar days (excluding Saturdays, Sundays, and 
legal holidays) after the date of enactment of 
any direct spending or receipts legislation, OMB 
shall transmit a report to the House of Rep
resentatives and to the Senate containing-

"( A) the CEO estimate of that legislation; 
"(BJ an OMB estimate of that legislation 

using current economic and technical assump
tions; and 

"(C) an explanation of any difference between 
the 2 estimates. 

"(3) SIGNIFICANT DIFFERENCES.-If during the 
preparation of the report under paragraph (2) 
OMB determines that there is a significant dif
ference between the OMB and CEO estimates, 
OMB shall consult with the Committees on the 
Budget of the House of Representatives and the 
Senate regarding that difference and that con
sultation, to the extent practicable, shall in
clude written communication to such committees 
that affords such committees the opportunity to 
comment before the issuance of that report. 

"(4) SCOPE OF ESTIMATES.-The estimates 
under this section shall include the amount of 
change in outlays or receipts for the current 
year (if applicable). the budget year, and each 
outyear excluding any amounts resulting from-

"( A) full funding of, and continuation of, the 
deposit insurance guarantee commitment in ef
fect under current estimates; and 

"(B) emergency provisions as designated 
under subsection (e). 

"(5) SCOREKEEPING GUIDELINES.-OMB and 
CEO, after consultation with each other and 
the Committees on the Budget of the House of 
Representatives and the Senate, shall-

"( A) determine common scorekeeping guide
lines; and 

"(B) in conformance with such guidelines, 
prepare estimates under this section."; and 

(4) in subsection (e), by striking ",for any fis
cal year from 1991 through 1998," and by strik
ing "through 1995". 
SEC. 10206. REPORTS AND ORDERS. 

Section 254 of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended

(1) by striking subsection (c) and redesig
nating subsections (d) through (k) as (c) 
through (j), respectively; 

(2) in subsection (c) (as redesignated), by 
striking "1998" and inserting "2002"; 

(3) in subsection (d) (as redesignated), by 
striking "(h)" and inserting "(f)"; 
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(4)(A) in subsection (f)(2)(A) (as redesig

nated), by striking "1998" and inserting "2002"; 
(B) in subsection (f)(3) (as redesignated), by 

striking " through 1998"; and 
(C) by striking subsection (f)(4) (as redesig

nated) and by redesignating paragraphs (5) and 
(6) of that subsection as paragraphs (4) and (5), 
respectively; and 

(5) in subsection (g) (as redesignated), by 
striking " (g)" each place it appears and insert
ing "(!)''. 
SEC. 10207. EXEMPT PROGRAMS AND ACTIVITIES. 

(a) VETERANS PROGRAMS.-Section 255(b) of 
the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended as follows: 

(1) In the item relating to Veterans Insurance 
and Indemnity, strike " Indemnity" and insert 
''Indemnities' '. 

(2) In the item relating to Veterans' Canteen 
Service Revolving Fund, strike "Veterans'". 

(3) In the item relating to Benefits under 
chapter 21 of title 38, strike "(36-0137-0-1-702)" 
and insert "(36-0120-0-1-701)". 

(4) In the item relating to Veterans' compensa
tion, strike "Veterans' compensation" and in
sert "Compensation". 

(5) In the item relating to Veterans ' pensions, 
strike ''Veterans' pensions'' and insert ''Pen
sions". 

(6) After the last item, insert the following 
new items: 

"Benefits under chapter 35 of title 38, United 
States Code, related to educational assistance 
for survivors and dependents of certain veterans 
with service-connected disabilities (36-0137-0-1-
702); 

"Assistance and services under chapter 31 of 
title 38, United States Code, relating to training 
and rehabilitation for certain veterans with 
service-connected disabilities (36-0137-0-1- 702); 

"Benefits under subchapters I , II, and III of 
chapter 37 of title 38, United States Code, relat
ing to housing loans for certain veterans and for 
the spouses and surviving spouses of certain vet
erans Guaranty and Indemnity Program Ac
count (36-1119--0-1- 704); 

"Loan Guaranty Program Account (36- 1025-
0-1-704); and 

"Direct Loan Program Account (36- 1024-0-1-
704). " . 

(b) CERTAIN PROGRAM BASES.-Section 255(!) 
of the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended to read as f al
lows: 

"(f) OPTIONAL EXEMPTION OF MILITARY PER
SONNEL.-

" (1) IN GENERAL.-The President may, with 
respect to any military personnel account, ex
empt that account from sequestration or provide 
for a lower uni! orm percentage reduction than 
would otherwise apply. 

"(2) LIMITATION.-The President may not use 
the authority provided by paragraph (1) unless 
the President notifies the Congress of the man
ner in which such authority will be exercised on 
or before the date specified in section 254(a) for 
the budget year." . 

(C) OTHER PROGRAMS AND ACTJVITIES.-(1) 
Section 255(g)(l)(A) of the Balanced Budget 
Emergency Deficit Control Act of 1985 is amend
ed as follows: 

(A) After the first item, insert the fallowing 
new item: 

"Activities financed by voluntary payments to 
the Government for goods or services to be pro
vided for such payments;". 

(B) Strike " Thrift Savings Fund (26-8141-0-7-
602); " . 

(C) In the first item relating to the Bureau of 
Indian Affairs, insert "Indian land and water 
Claims settlements and'' after the comma. 

(D) In the second 'item relating to the Bureau 
of Indian Affairs, strike "miscellaneous" and 
insert "Miscellaneous" and strike ", tribal trust 
funds". 

(E) Strike "Claims, defense (97-0102-0-1-
051); ". 

(F) In the item relating to Claims, judgments, 
and relief acts, strike "806" and insert "808". 

(G) Strike "Coinage profit fund (20-5811-0-2-
803) ; ". 

(H) Insert " Compact of Free Association (14-
0415-0-1-808);" after the item relating to the 
Claims, judgments, and relief acts. 

(I) Insert "Conservation Reserve Program (12-
2319-0-1-302);" after the item relating to the 
Compensation of the President. 

(J) In the item relating to the Customs Service, 
strike "852" and insert "806 " . 

(K) In the item relating to the Comptroller of 
the Currency, insert ", Assessment funds (20-
8413-0-8-373)" before the semicolon. 

(L) Strike "Director of the Office of Thrift Su
pervision;". 

(M) Strike "Eastern Indian land claims settle
ment fund (14-2202-0-1-806);". 

(N) After the item relating to the Exchange 
stabilization fund, insert the fallowing new 
items: 

"Farm Credit Administration, Limitation on 
Administrative Expenses (78-4131-0-3-351); 

"Farm Credit System Financial Assistance 
Corporation, interest payment (20-1850-0-1-
908);". 

(0) Strike "Federal Deposit Insurance Cor
poration;''. 

(P) In the first item relating to the Federal 
Deposit Insurance Corporation, insert "(51-
4064-0-3-373)" before the semicolon. 

(Q) In the second item relating to the Federal 
Deposit Insurance Corporation, insert "(51-
4065-0-3-373)" before the semicolon . 

(R) In the third item relating to the Federal 
Deposit Insurance Corporation, insert "(51-
4066-0-3-373)" before the semicolon. 

(S) In the item relating to the Federal Housing 
Finance Board, insert "(95-4039-0-3-371)" be
! ore the semicolon. 

(T) In the item relating to the Federal pay
ment to the railroad retirement account, strike 
"account" and insert "accounts". 

(U) In the item relating to the health profes
sions graduate student loan insurance fund , in
sert "program account" after "fund" and strike 
"(Health Education Assistance Loan Program) 
(75-4305-0-3-553)" and insert "(75-0340-0-1-
552)". 

(V) In the item relating to Higher education 
facilities, strike "and insurance " . 

(W) In the item relating to Internal Revenue 
collections for Puerto Rico, strike "852 " and in
sert " 806". 

(X) Amend the item relating to the Panama 
Canal Commission to read as follows: 

"Panama Canal Commission, Panama Canal 
Revolving Fund (95-4061-0-3-403); ''. 

(Y) In the item relating to the Medical facili
ties guarantee and loan fund , strike " (75-4430-
0- 3-551)" and insert "(75- 9931-0-3- 550) ". 

(Z) In the first item relating to the National 
Credit Union Administration, insert "operating 
fund (25-4056-0- 3-373)" before the semicolon. 

(AA) In the second item relating to the Na
tional Credit Union Administration, strike ' 'cen
tral" and insert "Central" and insert "(25-4470-
0-3-373)" before the semicolon. 

(BB) In the third item relating to "the National 
Credit Union Administration, strike " credit " 
and insert "Credit" and insert "(25-4468-0-3-
373)" before the semicolon. 

(CC) After the third item relating to the Na
tional Credit Union Administration, insert the 
fallowing new item: 

" Office of Thrift Supervision (20-4108-0- 3-
373);". 

(DD) In the item relating to Payments to 
health care trust funds, strike "572" and insert 
"571". 

(EE) Strike "Compact of Free Association, 
economic assistance pursuant to Public Law 99-
658 (14-0415-0-1-806);". 

(FF) In the item relating to Payments to social 
security trust funds, strike "571" and insert 
"651". 

(GG) Strike "Payments to state and local gov
ernment fiscal assistance trust fund (20-2111-0-
1-851);". 

(HH) In the item relating to Payments to the 
United States territories, strike "852" and insert 
"806". 

(II) Strike "Resolution Funding Corpora
tion;". 

(JJ) In the item relating to the Resolution 
Trust Corporation, insert ''Revolving Fund (22-
4055-0- 3-373)" before the semicolon. 

(KK) After the item relating to the Tennessee 
Valley Authority funds, insert the following 
new items: 

"Thrift Savings Fund; 
" United States Enrichment Corporation (95-

4054-0-3- 271); 
"Vaccine Injury Compensation (75-0320-0-1-

551); 
"Vaccine Injury Compensation Program Trust 

Fund (20-8175-0-7-551);". 
(2) Section 255(g)(l)(B) of the Balanced Budg

et and Emergency Deficit Control Act of 1985 is 
amended as fallows: 

(A) Strike "The following budget" and insert 
"The fallowing Federal retirement and dis
ability". 

(B) In the item relating to Black lung benefits, 
strike "lung benefits" and insert "Lung Dis
ability Trust Fund''. 

(C) In the item relating to the Court of Fed
eral Claims Court Judges' Retirement Fund, 
strike "Court of Federal". 

(D) In the item relating to Longshoremen's 
compensation benefits, insert "Special workers 
compensation expenses," before "Longshore
men's". 

(E) In the item relating to Railroad retirement 
tier JI, strike "retirement tier II" and insert 
"Industry Pension Fund". 

(3) Section 255(g)(2) of the Balanced Budget 
and Emergency Deficit Control Act of 1985 is 
amended as follows: 

(A) Strike the fallowing items: 
"Agency for International Development, 

Housing, and other credit guarantee programs 
(72-4340-0-3-151); 

"Agricultural credit insurance fund (12-4140-
0-1-351);". 

(B) In the item relating to Check forgery, 
strike "Check" and insert "United States Treas
ury check". 

(C) Strike "Community development grant 
loan guarantees (86-0162-0-1-451);". 

(D) After the item relating to the United 
States Treasury Check forgery ·insurance fund, 
insert the fallowing new item: 

"Credit liquidating accounts;". 
(E) Strike the fallowing items: 
"Credit union share insurance fund (25-4468-

0- 3-371); " . 
"Economic development revolving fund (13-

4406-0- 3-452); ". 
" Export-Import Bank of the United States, 

Limitation of program activity (83-4027-0-3-
155); ". 

" Federal Deposit Insurance Corporation (51-
8419-0-8-371); ". 

"Federal Housing Administration fund (86-
4070-0-3-371); ''. 

"Federal ship financing fund (69-4301-0-3-
403); " . 

"Federal ship financing fund , fishing vessels 
(13-4417-0-3- 376); ". 

"Government National Mortgage Association, 
Guarantees of mortgage-backed securities (86-
4238-0-3-371); ". 

"Health education loans (75-4307-0- 3- 553); ". 
"Indian loan guarantee and insurance fund 

(14-4410-0-3-452); ". 
"Railroad rehabilitation and improvement fi

nancing fund (69-4411-0-3-401);" . 
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"Rural development insurance fund (12-4155-

0-3-452); ". 
"Rural electric and telephone revolving fund 

(12-4230~-3-271); ". 
"Rural housing insurance fund (12-4141-0-3-

371); ". 
"Small Business Administration, Business 

loan and investment fund (73-4154-0- 3- 376);". 
"Small Business Administration, Lease guar

antees revolving fund (73-4157-0-3-376);". 
"Small Business Administration, Pollution 

control equipment contract guarantee revolving 
fund (73-4147-0-3-376);". 

" Small Business Administration, Surety bond 
guarantees revolving fund (73-4156-0-3-376); ". 

"Department of Veterans Affairs Loan guar
anty revolving fund (36-4025-0-3-704);". 

(d) LOW-INCOME PROGRAMS.-Section 255(h) 
of the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended as follows: 

(1) Amend the item relating to Child nutrition 
to read as fallows: 

"Child nutrition programs (with the exception 
of speC'ial milk programs) (12- 3539-0-1-605);". 

(2) After the second item insert the fallowing 
new items: 

"Temporary assistance for needy families (75-
1552-0-1-609); 

"Contingency fund (75- 1522-0- 1-609);" 
"Child care entitlement to States (75-1550-0-1-

609); 
(3) Amend the item relating to Women, in

fants, and children program to read as follows: 
"Special supplemental nutrition program for 

women , infants, and children (WIG) (12- 3510-0-
1-605);". 

(4) After the last item add the following new 
item: 

"Family support payments to States (75- 1501-
0-1-609);". 

(e) IDENTIFICATION OF PROGRAMS.-Section 
255(i) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 is amended to read as 
follows: 

"(i) IDENTIFICATION OF PROGRAMS.-For pur
poses of subsections (b), (g), and (h), each ac
count is identified by the designated budget ac
count identification code number set forth in the 
Budget of the United States Government 1998-
Appendix, and an activity within an account is 
designated by the name of the activity and the 
identification code number of the account.". 

(f) OPTIONAL EXEMPTION OF MILITARY PER
SONNEL.-Section 255(h) of the Balanced Budget 
and Emergency Deficit Control Act of 1985 (re
lating to optional exemption of military per
sonnel) is repealed. 
SEC. 10208. GENERAL AND SPECIAL SEQUESTRA

TION RULES. 
(a) HEADINGS.-
(1) SECTION.-The section heading of section 

256 of the Balanced Budget and Emergency Def
icit Control Act of 1985 is amended by striking 
''exceptions, limitations, and special rules'' 
and inserting ''general and special sequestra
tion rules". 

(2) TABLE OF CONTENTS.-The item relating to 
section 256 in the table contents set forth in sec
tion 250(a) of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended to 
read as fallows: 
"SEC. 256. GENERAL AND SPECIAL SEQUES

TRATION RULES.". 
(b) AUTOMATIC SPENDING INCREASES.-Section 

256(a) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 is amended by strik
ing paragraph (1) and redesignating paragraphs 
(2) and (3) as paragraphs (1) and (2), respec
tively. 

(c) GUARANTEED AND DIRECT STUDENT LOAN 
PROGRAMS.-Section 256(b) of the Balanced 
Budget and Emergency Deficit Control Act of 
1985 is amended to read as follows: 

"(b) STUDENT LOANS.-For all student loans 
under part B or D of title IV of the Higher Edu-

cation Act of 1965 made during the period when 
a sequestration order under section 254 is in ef
fect as required by section 252 or 253, origination 
fees under sections 438(c)(2) and 455(c) of that 
Act shall each be increased by 0.50 percentage 
point.". 

(d) HEALTH CENTERS.-Section 256(e)(l) of the 
Balanced Budget and Emergency Deficit Con
trol Act of 1985 is amended by striking the dash 
and all that fallows thereafter and inserting "2 
percent.". 

(e) TREATMENT OF FEDERAL ADMINISTRATIVE 
EXPENSES.-Section 256(h) of the Balanced 
Budget and Emergency Deficit Control Act of 
1985 is amended-

(1) in paragraph (2), by striking "joint resolu
tion" and inserting "part"; and 

(2) in paragraph (4), by striking subpara
graphs (D) and (H), by redesignating subpara
graphs (E) , (F), (G), and (!), as subparagraphs 
(D), (E), (F), and (G), respectively, and by add
ing at the end the following new subparagraph: 

"(H) Farm Credit Administration.". 
(f) COMMODITi CREDIT CORPORATION.-Sec

tion 256(j) of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended by 
striking paragraphs (2) through (5) and insert
ing the following : 

"(2) REDUCTION JN PAYMENTS MADE UNDER 
CONTRACTS.-( A) Loan eligibility under any 
contract entered into with a person by the Com
modity Credit Corporation prior to the time an 
order has been issued under section 254 shall not 
be reduced by an order subsequently issued. 
Subject to subparagraph (B) , after an order is 
issued under such section for a fiscal year, any 
cash payments for loans or loan deficiencies 
made by the Commodity Credit Corporation 
shall be subject to reduction under the order. 

"(B) Each loan contract entered into with 
producers or producer cooperatives with respect 
to a particular crop of a commodity and subject 
to reduction under subparagraph (A) shall be 
reduced in accordance with the same terms and 
conditions. If some, but not all , contracts appli
cable to a crop of a commodity have been en
tered into prior to the issuance of an order 
under section 254, the order shall provide that 
the necessary reduction in payments under con
tracts applicable to the commodity be uni! ormly 
applied to all contracts for the next succeeding 
crop of the commodity , under the authority pro
vided in paragraph (3). 

" (3) DELAYED REDUCTION IN OUTLAYS PERMIS
SIBLE.-Notwithstanding any other provision of 
this title, if an order under section 254 is issued 
with respect to a fiscal year, any reduction 
under the order applicable to contracts de- · 
scribed in paragraph (1) may provide for reduc
tions in outlays for the account involved to 
occur in the fiscal year fallowing the fiscal year 
to which the order applies. 

"(4) UNIFORM PERCENTAGE RATE OF REDUC
TION AND OTHER LIMJTATIONS.- All reductions 
described in paragraph (2) which are required to 
be made in connection with an order issued 
under section 254 with respect to a fiscal year 
shall be made so as to ensure that outlays for 
each program, project, activity, or account in
volved are reduced by a percentage rate that is 
uniform for all such programs, projects, activi
ties, and accounts, and may not be made so as 
to achieve a percentage rate of reduction in any 
such item exceeding the rate specified in the 
order. 

"(5) DAIRY PROGRAM.-Notwithstanding any 
other provision of this subsection, as the sole 
means of achieving any reduction in outlays 
under the milk price support program, the Sec
retary of Agriculture shall provide for a reduc
tion to be made in the price received by pro
ducers for all milk produced in the United States 
and marketed by producers for commercial use. 
That price reduction (measured in cents per 

hundred weight of milk marketed) shall occur 
under section 201(d)(2)(A) of the Agricultural 
Act of 1949 (7 U.S.C. 1446(d)(2)(A)), shall begin 
on the day any sequestration order is issued 
under section 254, and shall not exceed the ag
gregate amount of the reduction in outlays 
under the milk price support program that oth
erwise would have been achieved by reducing 
payments for the purchase of milk or the prod
ucts of milk under this subsection during the 
applicable fiscal year.". 

(g) EFFECTS OF SEQUESTRATION.-Section 
256(k) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 is amended as fol
lows: 

(1) In paragraph (1). strike " other than a 
trust or special fund account" and insert ", ex
cept as provided in paragraph (5)" before the 
period. 

(2) Amend paragraph (6) to read as fallows: 
"(6) Budgetary resources sequestered in re

volving, trust, and special fund accounts and 
off setting collections sequestered in appropria
tion accounts shall not be available for obliga
tion during the fiscal year in which the seques
tration occurs, but shall be available in subse
quent years to the extent otherwise provided in 
law.". 
SEC. 10209. THE BASELINE. 

(a) IN GENERAL.-Section 257 of the Balanced 
Budget and Emergency Deficit Control Act of 
1985 is amended-

(1) in subsection (b)(2) by amending subpara
graph (A) to read as fallows: 

"( A)(i) No program established by a law en
acted on or before the date of enactment of the 
Balanced Budget Act of 1997 with estimated cur
rent year outlays greater than $50,000,000 shall 
be assumed to expire in the budget year or the 
outyears. The scoring of new programs with es
timated outlays greater than $50,000,000 a year 
shall be based on scoring by the Committees on 
Budget or OMB, as applicable. OMB, CBO, and 
the Budget Committees shall consult on the 
scoring of such programs where there are 
differenes between CBO and OMB. 

"(ii) On the expiration of the suspension of a 
provision of law that is suspended under section 
171 of Public Law 104-127 and that authorizes a 
program with estimated fiscal year outlays that 
are greater than $50,000,000, for purposes of 
clause (i), the program shall be assumed to con
tinue to operate in the same manner as the pro
gram operated immediately before the expiration 
of the suspension."; 

(2) by adding the end of subsection (b)(2) the 
fallowing new subparagraph: 

"(D) If any law expires before the budget year 
or any outyear, then any program with esti
mated current year outlays greater than 
$50,000,000 that operates under that law shall be 
assumed to continue to operate under that law 
as in effect immediately before its expiration."; 

(3) in the second sentence of subsection (c)(5), 
by striking "national product fixed-weight price 
index" and inserting "domestic product chain
type price index"; and 

(4) by striking subsection (e) and inserting the 
following: 

"(e) ASSET SALES.-Amounts realized from the 
sale of an asset shall not be included in esti
mates under section 251, 252, or 253 if that sale 
would result in a financial cost to the Federal 
Government as determined pursuant to 
scorekeeping guidelines.". 

(b) PRESIDENT'S BUDGET.-Section 1105(a) of 
title 31, United States Code, is amended by add
ing at the end the following : 

"(32) a statement of the levels of budget au
thority and outlays for each program assumed 
to be extended in the baseline as provided in 
section 257(b)(2)( A) and for excise taxes assumed 
to be extended under section 257(b)(2)(C) of the 
Balanced Budget and Emergency Deficit Con
trol Act of 1985. ". 
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(C) BUDGETARY TREATMENT OF CERTAIN TRUST 

FUND OPERATIONS.-Section 710 of the Social 
Security Act (42 U.S.C. 911) is amended to read 
as follows: 

"BUDGETARY TREATMENT OF TRUST FUND 
OPERATIONS 

"SEC. 710. (a) The receipts and disbursements 
of the Federal Old-Age and Survivors Insurance 
Trust Fund and the Federal Disability Insur
ance Trust Fund and the taxes imposed under 
sections 1401 and 3101 of the Internal Revenue 
Code of 1986 shall not be included in the totals 
of the budget of the United States Government 
as submitted by the President or of the congres
sional budget and shall be exempt from any gen
eral budget limitation imposed by statute on ex
penditures and net lending (budget outlays) of 
the United States Government. 

"(b) No provision of law enacted after the 
date of enactment of the Balanced Budget and 
Emergency Deficit Control Act of 1985 (other 
than a provision of an appropriation Act that 
appropriated funds authorized under the Social 
Security Act as in effect on the date of the en
actment of the Balanced Budget and Emergency 
Deficit control Act of 1985) may provide for pay
ments from the general fund of the Treasury to 
any Trust Fund specified in subsection (a) or 
for payments from any such Trust Fund to the 
general fund of the Treasury.''. 
SEC. 10210. TECHNICAL CORRECTION. 

Section 258 of the Balanced Budget and Emer
gency Deficit Control Act of 1985, entitled 
"Modification of Presidential Order", is re
pealed. 
SEC. 10211. JUDICIAL REVIEW. 

Section 274 of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended as 
follows: 

(1) Strike "252" or "252(b)" each place it oc
curs and insert "254". 

(2) In subsection (d)(l)(A), strike "257(l) to the 
extent that" and insert "256(a) if" and at the 
end insert "or". 

(3) In subsection (d)(l)(B), strike "new budg
et" and all that follows through "spending au
thority" and insert " budgetary resources" and 
strike "or" after the comma. 

(4) Strike subsection (d)(l)(C). 
(5) Strike subsection (f) and redesignate sub

sections (g) and (h) as subsections (f) and (g), 
respectively. 

(6) In subsection (g) (as redesignated), strike 
" base levels of total revenues and total budget 
outlays, as" and insert "figures", and strike 
"251(a)(2)(B) or (c)(2)," and insert "254". 
SEC. 10212. EFFECTIVE DATE. 

(a) EXPIRATION.-Section 275(b) of the Bal
anced Budget and Emergency Deficit Control 
Act of 1985 is amended-

(1) by striking "Part C of this title, section" 
and inserting "Sections 251, 253, 258B, and"; 

(2) by striking "1995" and inserting "2002"; 
and 

(3) by adding at the end the fallowing new 
sentence: "The remaining sections of part C of 
this title shall expire September 30, 2006. ". 

(b) EXPIRATION.-Section 14002(c)(3) of the 
Omnibus Budget Reconciliation Act of 1993 (2 
U.S.C. 900 note) is repealed. 
SEC. 10213. REDUCTION OF PREEXISTING BAL

ANCES AND EXCLUSION OF EFFECTS 
OF THIS ACT FROM PAYGO SCORE
CARD. 

Upon the enactment of this Act, the Director 
of the Office of Management and Budget shall-

(1) reduce any balances of direct spending 
and receipts legislation for any fiscal year 
under section 252 of the Balanced Budget and 
Emergency Deficit Control Act of 1985 to zero; 
and 

(2) not make any estimates of changes in di
rect spending outlays and receipts under sub-

section (d) of that section for any fiscal year re
sulting from the enactment of this Act or of the 
Taxpayer Relief Act of 1997. 

TITLE XI-DISTRICT OF COLUMBIA 
REVITALIZATION 

SECTION 11000. SHORT TITLE; TABLE OF CON
TENTS. 
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Sec. 11602. Requirement that the District of Co
lumbia balance its budget in FY 
I998. 

Sec. 11603. Permitting expedited submission and 
approval of consensus budget and 
financial plan. 

Sec. 11604. Increase in maximum amount of per
mitted District borrowing. 

Subtitle H-Miscellaneous Provisions 
CHAPTER I-REGULATORY REFORM JN THE 

DISTRICT OF COLUMBIA 
Sec. 1170I. Review and revision of regulations 

and permit and application proc
esses. 

Sec. I1702. Repeal of Clean Air Compliance Fee 
Act Of I994. 
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Subtitk A-Distrwt of Columbia Retirement 
Funds 

CHAPTER 1-SHORT TITLE; FINDINGS; 
DEFINITIONS 

SEC. 11001. SHORT TITLE. 
This subtitle may be cited as the "District of 

Columbia Retirement Protection Act of I997". 
SEC. 11002. FINDINGS AND DECLARATION OF POL

ICY. 
(a) FINDINGS.- The Congress finds that-
(1) State and municipal retirement programs 

should be funded on an actuarially sound basis; 
(2) the retirement programs for the police offi

cers and firefighters, teachers and judges of the 
District of Columbia had significant unfunded 
liabilities totaling approximately $I ,900 ,000 ,000 
when the Federal government trans! erred those 
programs to the District of Columbia, and those 
liabilities have since increased to nearly 
$4,800,000,000, an increase which is almost en
tirely attributable to the accumulation of inter
est on the value which existed at the time of 
transfer; 

(3) the District of Columbia has fully met its 
financial obligations under the District of Co
lumbia Retirement Reform Act of I979 (Public 
Law 96-I22); 

(4) the growth of the unfunded liabilities of 
the three pension funds listed above did not 
occur because of any action taken or any fail
ure to act that lay within the power of the Dis
trict of Columbia government or the District of 
Columbia Retirement Board; 

(5) the presence of the unfunded pension li
ability is having and will continue to have a 
negative impact on the District of Columbia's 
credit rating as it is a legal obligation and the 
total unfunded liability exceeds the total Gen
eral Obl'igation debt of the District, and the 
costs associated with this liability are a contrib
uting cause of the District's ongoing financial 
crisis; 

(6) the obligations of the District associated 
with these pension programs in fiscal year I997 
represents nearly IO percent of the District's rev
enue; 

(7) the annual Federal contribution toward 
these costs under the District of Columbia Re
tirement Reform Act has remained $52,000,000; 

(8) if the unfunded pension liability situation 
is not resolved, in 2004 the District of Columbia 
would be responsible for annual costs exceeding 
$800,000,000, a figure which would be impossible 
to meet without catastrophic impact on the Dis
trict government's resources and programs; 

(9) the financial resources of the District of 
Columbia are not adequate to discharge the un
funded liabilities of the retirement programs; 
and 

(10) the level of benefits and funding of the 
current retirement programs were authorized by 
various Acts of Congress. 

(b) POLJCY.-It is the policy of this subtitle
(1) to relieve the District of Columbia govern

ment of the responsibility for the unfunded pen
sion liabilities transferred to it by the Federal 
government; 

(2) for the Federal government to assume the 
legal responsibility for paying certain pension 
benefits (including certain unfunded pension li
abilities which existed as of the day prior to in
troduction of this legislation) for the retirement 
plans of teachers, police, and firefighters; 

(3) to provide for a responsible Federal system 
for payment of benefits accrued prior to the date 
of introduction of this legislation; and 

(4) to require the establishment of replacement 
plans by the District of Columbia government 
for the current retirement plans for teachers, 
and police and firefighters. 
SEC. 11003. DEFINITIONS. 

For purposes of this subtitle, the following 
definitions shall apply: 

(1) The term "contract" means the contract 
under section I 1035 between the Secretary and 
the Trustee. 

(2) The term "covered District employee" 
means a teacher of the District of Columbia pub
lic schools, or a member of the Metropolitan Po
lice Force or the Fire Department of the District 
of Columbia, as defined under the District Re
tirement Program. 

(3) The term "District Government" means 
any entity treated as part of the District govern
ment under section 305(5) of the District of Co
lumbia Financial Responsibility and Manage
ment Assistance Act of I995, includ'ing the Dis
trict of Columbia Retirement Board (as defined 
in section I02(5) of the Reform Act). 

(4) The term "District Retirement Fund" 
means the District of Columbia Police Officers 
and Fire Fighters Retirement Fund and the Dis
trict of Columbia Teachers Retirement Fund, as 
defined in the Reform Act. 

(5) The term "District Retirement Program" 
means any of the retirement programs for teach
ers and members of the Metropolitan Police 
Force and Fire D epartment, as described in sec
tion 102(7) of the Reform Act as in effect on the 
day before the freeze date (except as amended 
by section 110I3). 

(6) The term "enrolled actuary" means the en
rolled actuary engaged by the Trustee under 
section 1106I(a). 

(7) The term "Federal benefit payment" 
means a payment described in section 110I2. 

(8) The term "Federal Supplemental Fund" 
means the Federal Supplemental District of Co
lumbia Pension Fund created under section 
1105I. 

(9) The term "freeze date" means June 30, 
I997. 

(10) The term "person" means an individual, 
partnership, joint venture, corporation, mutual 
company, joint-stock company, trust, estate, un
incorporated organization, association, or em
ployee organization. 

(JI) The term "Reform Act" means the District 
of Columbia Retirement Reform Act (Public Law 
96-I22). 

(12) The term " replacement plan" means the 
plan described in section I1042. 

(13) The term "replacement plan adoption 
date" means the date upon which the legislation 
establishing the replacement plan becomes effec
tive, or the first day after the expiration of the 
I -year period which begins on the date of the 
enactment of this Act, whichever occurs first. 

(14) The term "Trust Fund" means the Dis
trict of Columbia Federal Pension Liability 
Trust Fund established under section I 1031. 

(15) The term "Secretary" means the Sec
retary of the Treasury or the Secretary's des
ignee. 

(16) The term "Trustee" means the person or 
persons selected by the Secretary under section 
II035. 
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CHAPTER 2-FEDERAL BENEFIT PAY

MENTS UNDER DISTRICT RETIREMENT 
PROGRAMS 

SEC. 11011. OBLIGATION OF FEDERAL GOVERN· 
MENT TO MAKE BENEFIT PAYMENTS. 

(a) IN GENERAL.-ln accordance with the pro
visions of this subtitle, the Federal Government 
shall make Federal benefit payments associated 
with the pension plans for police officers, fire
fighters, and teachers of the District of Colum
bia. 

(b) NO REVERSION OF FEDERAL RESPONSI
BILITY TO DISTRICT.-At no point after the ef
fective date of this subtitle may the responsi
bility or any part thereof assigned to the Fed
eral Government under subsection (a) for mak
ing Federal benefit payments revert to the Dis
trict of Columbia. 
SEC. 11012. FEDERAL BENEFIT PAYMENTS DE· 

SCRIBED. 
(a) JN GENERAL.-Subject to the succeeding 

provisions of this subtitle, a "Federal benefit 
payment" is any benefit payment to which an 
individual is entitled under a District Retire
ment Program, in such amount and under such 
terms and conditions as may apply under such 
Program. 

(b) TREATMENT OF SERVICE OCCURRING AFTER 
FREEZE DATE.- Service after the freeze date 
shall not be credited for purposes of determining 
the amount of any Federal benefit payment. 
Nothing in this subsection shall be construed to 
affect the crediting of such service for any other 
purpose under the District Retirement Program. 

(c) SPECIAL RULE REGARDING DISABILITY BEN
EFITS.-To the extent that any portion of a ben
efit payment to which an individual is entitled 
under a District Retirement Program is based on 
a determination of disability made by the Dis
trict of Columbia Retirement Board or the Trust
ee after the freeze date, the Federal benefit pay
ment determined with respect to the individual 
shall be an amount equal to the deferred retire
ment benefit or normal retirement benefit the in
dividual would receive if the individual left 
service on the day before the commencement of 
disability retirement benefits. 

(d) SPECIAL RULE REGARDING CERTAIN DEATH 
BENEFITS.-

(1) IN GENERAL.-In the case of a benefit pay
ment to which an individual is entitled under a 
District Retirement Program which is payable 
on the death of a covered District employee or 
former covered District employee and which is 
not determined by the length of service of the 
employee or former employee, the Federal ben
efit payment determined with respect to the in
dividual shall be equal to the pre-freeze date 
percentage of the amount otherwise payable. 

(2) PRE-FREEZE DATE PERCENTAGE DEFINED.
Jn paragraph (1). the "pre-freeze date percent
age" with respect to a covered District employee 
or former covered District employee is the 
amount (expressed as a percentage) equal to the 
quotient of-

( A) the number of months of the covered Dis
trict employee's or former covered District em
ployee's service prior to the freeze date; divided 
by 

(B) the tota"l number of months of the covered 
District employee's or former covered District 
employee's service. 
SEC. 11013. ESTABUSHMENT OF SINGLE ANNUAL 

COST-OF-UVING ADJUSTMENT 
UNDER DISTRICT RETIREMENT PRO
GRAM. 

(a) PROGRAM FOR POLICE AND FIRE FIGHT
ERS.-Subsection (m) of the Policemen and Fire
men's Retirement and Disability Act (DC Code, 
sec. 4-624) is amended-

(1) in paragraph (2). by striking "the Mayor 
shall" and all that follows and inserting the fol
lowing: "on January 1 of each year (or within 
a reasonable time thereafter), the Mayor shall 

determine the per centum change in the price 
index for the preceding year by determining the 
difference between the index published for De
cember of the preceding year and the index pub
lished for December of the second preceding 
year."; and 

(2) by amending paragraph (3) to read as f al
lows: 

"(3)(A) If (in accordance with paragraph (2)) 
the Mayor determines in a year (beginning with 
1999) that the per centum change in the price 
index for the preceding year indicates a rise in 
the price index, each annuity having a com
mencing date on or before March 1 of the year 
shall, effective March 1 of the year, be increased 
by an amount equal to-

"(i) in the case of an annuity having a com
mencing date on or before March 1 of such pre
ceding year, the per centum change computed 
under paragraph (1), adjusted to the nearest 1/io 
of 1 per centum; or 

"(ii) in the case of an annuity having a com
mencing date after March 1 of such preceding 
year, a pro rata increase equal to the product 
Of-

"(!) 1h2 of the per centum change computed 
under paragraph (1), multiplied by 

"(II) the number of months (not to exceed 12 
months, counting any portion of a month as an 
entire month) for which the annuity was pay
able before the effective date of the increase, 
adjusted to the nearest 1/Jo of 1 per centum. 

"(B) On January 1, 1998 (or within a reason
able time thereafter), the Mayor shall determine 
the per centum change in the price index pub
lished for December 1997 over the price index 
published for June 1997. If such per centum 
change indicates a rise in the price index, effec
tive March 1, 1998-

"(i) each annuity having a commencing date 
on or before September 1, 1997, shall be in
creased by an amount equal to such per centum 
change, adjusted to the nearest 1ho of 1 per cen
tum; and 

"(ii) each annuity having a commencing date 
after September 1, 1997, and on or before March 
1, 1998, shall be increased by a pro rata increase 
equal to the product of-

"(!) 1/a of such per centum change, multiplied 
by 

"(JI) the number of months (not to exceed 6 
months, counting any portion of a month as an 
entire month) for which the annuity was pay
able before the effective date of the increase, 
adjusted to the nearest 1/Jo of 1 per centum. ". 

(b) PROGRAM FOR TEACHERS.-Section 21(b) of 
the Act entitled "An Act for the retirement of 
public-school teachers in the District of Colum
bia'', approved August 7, 1946 (DC Code, sec. 31-
1241(b)) is amended-

(1) in paragraph (1), by striking "The Mayor 
shall-" and all that follows and inserting the 
following: "On January 1 of each year (or with
in a reasonable time thereafter), the Mayor 
shall determine the per centum change in the 
price index for the preceding year by deter
mining the difference between the index pub
lished for D ecember of the preceding year and 
the index published for December of the second 
preceding year."; and 

(2) by amending paragraph (2) to read as f al
lows: 

"(2)(A) If (in accordance with paragraph (1)) 
the Mayor determines in a year (beginning with 
1999) that the per centum change in the price 
index for the preceding year indicates a rise in 
the price index, each annuity having a com
mencing date on or before March 1 of the year 
shall, effective March 1 of the year, be increased 
by an amount equal to-

"(i) in the case of an annuity having a com
mencing date on or before March 1 of such pre
ceding year, the per centum change computed 
under paragraph (1), adjusted to the nearest 1/Jo 
of 1 per centum; or 

"(ii) in the case of an annuity having a com
mencing date after March 1 of such preceding 
year, a pro rata increase equal to the product 
of-

"(!) 1112 of the per centum change computed 
under paragraph (1), multiplied by 

"(JI) the number of months (not to exceed 12 
months, counting any portion of a month as an 
enttre month) for which the annuity was pay
able before the effective date of the increase, 
adjusted to the nearest 1/10 of 1 per centum. 

"(B) On January 1, 1998 (or within a reason
able time thereafter). the Mayor shall determine 
the per centum change in the price index pub
lished for December 1997 over the price index 
published for June 1997. If such per centum 
change indicates a rise in the price index, effec
tive March 1, 1998-

"(i) each annuity having a commencing date 
on or before September 1, 1997, shall be in
creased by an amount equal to such per centum 
change, adjusted to the nearest 1ho of 1 per cen
tum; and 

"(ii) each annuity having a commencing date 
after September 1, 1997, and on or before March 
1, 1998, shall be increased by a pro rata increase 
equal to the product of-

"( I) 1/a of such per centum change, multiplied 
by 

"(JI) the number of months (not to exceed 6 
months, counting any portion of a month as an 
entire month) for which the annuity was pay
able before the effective date of the increase, 
adjusted to the nearest 1/JO of 1 per centum. ". 
CHAPTER 3-DETERMINATIONS AND RE-

VIEW OF EUGIBILITY AND PAYMENTS; 
INFORMATION SHARING 

SEC. 11021. DETERMINATION OF ELIGIBILITY FOR 
AND AMOUNT OF FEDERAL BENEFIT 
PAYMENTS MADE BY TRUSTEE. 

Notwithstanding any provision of a District 
Retirement Program or any other law, rule, or 
regulation, the Trustee-

(1) shall determine whether an individual is 
eligible to receive a Federal benefit payment 
under this subtitle; 

(2) shall determine the amount and form of an 
individual's Federal benefit payment under this 
subtitle; and 

(3) may recoup or recover any amounts paid 
under this subtitle as a result of errors or omis
sions by the Trustee, the District Government, 
or any other person. 
SEC. 11022. PROCEDURES FOR RESOLVING 

CLAIMS ARISING FROM DENIED BEN
EFIT PAYMENTS. 

(a) REQUIRING NOTICE AND OPPORTUNITY FOR 
REVIEW.-In accordance with procedures ap
proved by the Secretary, the Trustee shall pro
vide to any individual whose claim for a Federal 
benefit payment under this subtitle has been de
nied in whole or in part-

(1) adequate written notice of such denial, set
ting for th the specific reasons for the denial in 
a manner calCulated to be understood by the av
erage participant in the District Retirement Pro
gram; and 

(2) a reasonable opportunity for a full and 
fair review of the decision denying such claim. 

(b) STANDARD FOR REVIEW.-Any factual de
termination made by the Trustee shall be pre
sumed correct unless rebutted by clear and con
vincing evidence. The Trustee's interpretation 
and construction of the benefit provisions of the 
District Retirement Program and this subtitle 
shall be entitled to great deference. 
SEC. 11023. TRANSFER OF AND ACCESS TO 

RECORDS OF DISTRICT GOVERN
MENT. 

(a) IN GENERAL.- Within 30 days after the 
Secretary or the Trustee requests, the District 
Government shall furnish copies of all records, 
documents, information, or data the Secretary 
or the Trustee deems necessary to carry out re
sponsibilities under this subtitle and the con
tract. Upon request, the District Government 



16364 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
shall grant the Secretary or the Trustee direct 
access to such information systems, records, doc
uments, information or data as the Secretary or 
Trustee requires to carry out responsibilities 
under this subtitle or the contract. 

(b) REPAYMENT BY DISTRICT GOVERNMENT.
The District Government shall reimburse the 
Trust Fund for all costs, including benefit costs, 
that are attributable to errors or omissions in 
the trans! erred records that are identified with
in 3 years after such records are trans! erred. 
SEC. 11024. FEDERAL INFORMATION SHARING 

FOR VERIFICATION OF BENEFIT DE
TERMINATIONS. 

(a) IN GENERAL- Except with respect to tax
payer returns and return information subject to 
section 6103 of the Internal Revenue Code of 
1986, the Secretary may-

(1) secure directly from any department or 
agency of the United States information nec
essary to enable the Secretary to verify or con
firm benefit determinations under this subtitle; 
and 

(2) by regulation authorize the Trustee to re
view such information for purposes of admin
istering this subtitle and the contract. 

(b) AMENDMENTS TO INTERNAL REVENUE 
CODE.-The Internal Revenue Code of 1986 is 
amended as fallows: 

(1) In section 6103(l), as amended by section 
1206(a) of the Taxpayer Bill of Rights 2, by add
ing at the end the fallowing new paragraph: 

"(16) DISCLOSURE OF RETURN INFORMATION 
FOR PURPOSES OF ADMINISTERING THE DISTRICT 
OF COLUMBIA RETIREMENT PROTECTION ACT OF 
1997.-

"(A) JN GENERAL.-Upon written request 
available return information (including such in
formation disclosed to the Social Security Ad
ministration under paragraph (1) or (5) of this 
subsection), relating to the amount of wage in
come (as defined in section 3121(a) or 3401(a)), 
the name, address, and identifying number as
signed under section 6109, of payors of wage in
come, taxpayer identity (as defined in sub
section 6103(b)(6)), and the occupational status 
reflected on any return filed by , or with respect 
to, any individual with respect to whom eligi
bility for, or the correct amount of, benefits 
under the District of Columbia Retirement Pro
tection Act of 1997, is sought to be determined, 
shall be disclosed by the Commissioner of Social 
Security, or to the extent not available from the 
Social Security Administration, by the Sec
retary, to any duly authorized officer or em
ployee of the Department of the Treasury, or a 
Trustee or any designated officer or employee of 
a Trustee (as defined in the District of Columbia 
Retirement Protection Act of 1997) , or any actu
ary engaged by a Trustee under the terms of the 
District of Columbia Retirement Protection Act 
of 1997, whose official duties require such disclo
sure, solely for the purpose of, and to the extent 
necessary in, determining an individual's eligi
bility for, or the correct amount of, benefits 
under the District of Columbia Retirement Pro
tection Act of 1997. 

"(B) DISCLOSURE FOR USE IN JUDICIAL OR AD
MINISTRATIVE PROCEEDINGS.-Return informa
tion disclosed to any person under this para
graph may be disclosed in a judicial or adminis
trative proceeding relating to the determination 
of an individual's eligibility for, or the correct 
amount of, benefits under the District of Colum
bia Retirement Protection Act of 1997. ". 

(2) In section 6103(a)(3), by striking "(6) or 
(12)" and inserting "(6), (12), or (16)"; 

(3) In section 6103(i)(7)(B)(i), by inserting 
after "(other than an agency referred to in sub
paragraph (A))" and before the word "for" the 
words "or by a Trustee as defined in the District 
of Columbia Retirement Protection Act of 1997, ". 

(4) In sect'ion 6103(p)(3)(A), by striking "or 
(15)" and inserting "(15), or (16)". 

(5) In section 6103(p)(4) in the matter pre
ceding subparagraph (A), by striking "or (12)" 
and inserting " (12), or (16), or any other person 
described in subsection (1)(16)". 

(6) In section 6103(p)(4)(F)(i), by striking " or 
(9)," and inserting "(9), or (16), or any other 
person described in subsection (1)(16)". 

(7) In section 6103(p)(4)(F) in the matter fol
lowing clause (iii)-

( A) by inserting after "any such agency, body 
or commission" and before the words "for the 
General Accounting Office" the words " , in
cluding an agency or any other person described 
in subsection (l)(16), "; 

(B) by striking "to such agency, body, or com
mission" and inserting "to such agency, body , 
or commission, including an agency or any 
other person described in subsection (l)(16), "; 

(C) by striking "or (12)(B)" and inserting ", 
(12)(B), or (16)"; 

(D) by inserting after the words "any agent," 
and before the words "this paragraph shall" the 
words ''or any person including an agent de
scribed in subsection (1)(16), "; 

(E) by inserting after the words "such agent" 
and before "(except that" the words "or other 
person"; and 

( F) by inserting after the words "an agent," 
and before the words " any report" the words 
"or any person including an agent described in 
subsection (1)(16), ". 

(8) In section 7213(a)(2), by striking "or (15)," 
and inserting "(15), or (16)". 

(C) CONFIDENTIALITY.-The Secretary may 
issue regulations governing the confidentiality 
of the information obtained pursuant to sub
section (a) and the provisions of law amended 
by subsection (b). 
CHAPTER 4-DISTRICT OF COLUMBIA FED

ERAL PENSION LIABILITY TRUST FUND 
SEC. 11031. CREATION OF TRUST FUND. 

(a) ESTABLISHMENT.-There is established on 
the books of the Treasury the District of Colum
bia Federal Pension Liability Trust Fund, con
sisting of the assets transferred pursuant to sec
tion 11033 and any income earned on the invest
ment of such assets pursuant to subsection (b). 

(b) INVESTMENT OF ASSETS.-The Trustee may 
invest the assets of the Trust Fund in private se
curities and any other form of investment 
deemed appropriate by the Secretary. 
SEC. 11032. USES OF AMOUNTS IN TRUST FUND. 

(a) IN GENERAL-Amounts in the Trust Fund 
shall be used-

(1) to make Federal benefit payments under 
this subtitle; 

(2) subject to subsection (b), to cover the rea
sonable and necessary expenses of administering 
the Trust Fund under the contract entered into 
pursuant to section 11035(b); and 

(3) for such other purposes as are specified in 
this subtitle. 

(b) SPECIAL RULES REGARDING ADMINISTRA
TIVE EXPENSES.-

(1) BUDGETING; CERTIFICATION AND AP
PROVAL.-The administrative expenses of the 
Trust Fund shall be paid in accordance with an 
annual budget set forth by the Trustee which 
shall be subject to certification and approval by 
the Secretary. 

(2) USE OF DISTRICT RETIREMENT FUND FOR IN
TERIM ADMINISTRATION.-The Secretary is au
thorized to requisition from the District Retire
ment Fund such sums as are necessary to ad
minister the Trust Fund until assets are trans
/erred to the Trust Fund pursuant to section 
11033. 
SEC. 11033. TRANSFER OF ASSETS AND OBLIGA

TIONS OF DISTRICT RETIREMENT 
FUNDS. 

(a) IN GENERAL.-As of the replacement plan 
adoption date, all obligations to make Federal 
benefit payments and all assets of the District 
Retirement Fund as of the replacement plan 

adoption date (except as provided in subsections 
(b) and (c)) shall be transferred to the Trust 
Fund. 

(b) DESIGNATION OF ASSETS TO BE RETAINED 
BY DISTRICT RETIREMENT FUND.-The Secretary 
shall designate assets with a value of $1.275 bil
lion that shall not be trans! erred from the Dis
trict Retirement Fund under subsection (a). The 
Secretary's designation and valuation of the as
sets shall be final and binding. 

(c) EXCEPTION FOR CERTAIN EMPLOYEE CON
TRIBUTIONS.-

(1) IN GENERAL.-Subsection (a) shall not 
apply to assets consisting of the District Retire
ment Fund consisting of any employee contribu
tions deducted and withheld after the freeze 
date or any interest thereon (computed at a rate 
and in a manner determined by the Secretary) . 

(2) EMPLOYEE CONTRIBUTIONS DEFINED.-ln 
paragraph (1), the term "employee contribu
tions" means amounts deducted and withheld 
from the salaries of covered District employees 
and paid to the District Retirement Fund (and, 
in the case of teachers, amounts of additional 
deposits paid to the District Retirement Fund), 
pursuant to the District Retirement Program. 

(d) RESPONSIBILITIES OF DISTRICT GOVERN
MENT.-

(1) IN GENERAL.-The transfer of assets from 
the District Retirement Fund under this section 
shall be made in accordance with the direction 
of the Secretary. The District Government shall 
promptly take all steps, and execute all docu
ments, that the Secretary deems necessary to ef
fect the transfer. 

(2) FINAL RECONCILIATION OF ACCOUNTS.-As 
soon as practicable after the replacement plan 
adoption date, the District Government shall 
furnish the Trustee a final reconciliation of ac
counts in connection with the transfer of assets 
anq obligations to the Trust Fund. The alloca
tion of assets under this section shall be ad
justed in accordance with this reconciliation. 
SEC. 11034. TREATMENT OF TRUST FUND UNDER 

CERTAIN LAWS. 
(a) INTERNAL REVENUE CODE.-For purposes 

of the Internal Revenue Code of 1986-
(1) the Trust Fund shall be treated as a trust 

described in section 401(a) of the Code which is 
exempt from taxation under section 501(a) of the 
Code; 

(2) any trans! er to or distribution from the 
Trust Fund shall be treated in the same manner 
as a transfer to or distribution from a trust de
scribed in section 401(a) of the Code; and 

(3) the benefits provided by the Trust Fund 
shall be treated as benefits provided under a 
governmental plan maintained by the District of 
Columbia. 

(b) ERISA.-For purposes of the Employee Re
tirement Income Security Act of 1974, the bene
fits provided by the Trust Fund shall be treated 
as benefits provided under a governmental plan 
maintained by the District of Columbia. 

(C) APPLICATION OF CERTAIN FUTURE AMEND
MENTS TO INTERNAL REVENUE CODE.-To the e:r:
tent that any provision of subpart A of part I of 
subchapter D of chapter 1 of the Internal Rev
enue Code of 1986 (26 U.S.C. 401 et seq.) is 
amended after the date of the enactment of this 
Act, such provision as amended shall apply to 
the Trust Fund only to the extent the Secretary 
determines that application of the provision as 
amended is consistent with the administration 
of this subtitle. 
SEC. 11035. ADMINISTRATION THROUGH TRUST

EE. 
(a) IN GENERAL.-As soon as practicable after 

the enactment of this subtitle, the Secretary 
shall select a Trustee to administer the Trust 
Fund and otherwise carry out the responsibil
ities and duties specified in this subtitle in ac
cordance with the contract described in sub
section (b). 
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(b) CONTRACT.-The Secretary shall enter into 

a contract with the Trustee to provide for the 
management, investment, control and auditing 
of Trust Fund assets, the making of Federal 
benefit payments under this subtitle from the 
Trust Fund, and such other matters as the Sec
retary deems appropriate. The Secretary shall 
enforce the provisions of the contract and other
wise monitor the administration of the Trust 
Fund. 

(c) REPORTS.-The Trustee shall report to the 
Secretary, in a form and manner and at such in
tervals as the Secretary may prescribe, on any 
matters or transactions relating to the Trust 
Fund, including financial matters, as the Sec
retary may require. 

CHAPTER 5-RESPONSIBILITIES OF 
DISTRICT GOVERNMENT 

SEC. 11041. INTERIM ADMINISTRATION. 
(a) ADMINISTRATION OF BENEFITS UNTIL AP

POINTMENT OF TRUSTEE.-Notwithstanding 
chapter 2, after the enactment of this subtitle 
the District Government shall continue to dis
charge its duties and responsibilities under the 
District Retirement Program and the District 
Retirement Fund (as such duties and respon
sibilities are modified by this subtitle), including 
the responsibility for Federal benefit payments, 
until such time as the Secretary notifies the Dis
trict Government that the Secretary has directed 
the Trustee to carry out the duties and respon
sibilities required under the contract. 

(b) REIMBURSEMENT FROM TRUST FUND.-The 
Trustee shall reimburse the District Government 
for any administrative expenses incurred by the 
District Government in carrying out subsection 
(a)-

(1) if the Trustee finds such expenses to be 
reasonable and necessary; and 

(2) to the extent that the District Government 
is not reimbursed for such expenses from other 
sources. 

(c) MAKING DISTRICT RETIREMENT FUND 
WHOLE.-The District Government shall reim
burse the District Retirement Fund for any ben
efits paid inconsistent with this subtitle from the 
District Retirement Fund between the freeze 
date and the replacement plan adoption date. 
SEC. 11042. REPLACEMENT PLAN. 

(a) ADOPTION BY DISTRICT GOVERNMENT.-Not 
later than one year after the date of the enact
ment of this subtitle, the District Government 
shall adopt a replacement plan for pension ben
efits for covered District employees, effective as 
of the freeze date. 

(b) REPLACEMENT PLAN IMPOSED IF DISTRICT 
GOVERNMENT FAILS TO ADOPT PLAN.-If the 
District Government fails to adopt a replacement 
plan within the period prescribed in subsection 
(a), the retirement program applicable to police, 
firefighters, and teachers under the laws of the 
District of Columbia in effect as of June 1, 1997 
(except as otherwise amended by this Act), in
cluding all requirements of the program regard
ing benefits, contributions, and cost-of-living 
adjustments, shall be treated as the replacement 
plan for purposes of this subtitle. 

(c) No PAYMENT OF AMOUNTS PAID AS FED
ERAL BENEFIT PAYMENT.-Notwithstanding any 
provision of the Reform Act or any other law, 
rule, or regulation, the District Government is 
not required to pay any amount under any re
placement plan under this subtitle if the amount 
is paid as a Federal benefit payment under this 
subtitle. 
CHAPTER 6-FINANCING OF BENEFIT PAY· 

MENTS AFTER DEPLETION OF TRUST 
FUND 

SEC. 11051. CREATION OF FEDERAL SUPPLE· 
MENTAL FUND. 

(a) ESTABLISHMENT.-There is established on 
the books of the Treasury the Federal Supple
mental District of Columbia Pension Fund, 

which shall be administered by the Secretary 
and shall consist of the following assets: 

(1) Amounts deposited into such Fund under 
the provisions of this subtitle. 

(2) Any amount otherwise appropriated to 
such Fund. 

(3) Any income earned on the investment of 
the assets of such Fund pursuant to subsection 
(b). 

(b) INVESTMENT OF ASSETS.-The Secretary 
shall invest such portion of the Federal Supple
mental Fund as is not in the judgment of the 
Secretary required to meet current withdrawals. 
Such investments shall be in public debt securi
ties with maturities suitable to the needs of the 
Federal Supplemental Fund, as determined by 
the Secretary, and bearing interest at rates de
termined by the Secretary, taking into consider
ation current market yields on outstanding mar
ketable obligations of the United States of com
parable maturities. 

(c) RECORDKEEPING FOR ACTUARIAL STATUS.
The Secretary shall provide for the keeping of 
such records as are necessary for determining 
the actuarial status of the Federal Supplemental 
Fund. 
SEC. 11052. USES OF AMOUNTS IN FUND. 

Amounts in the Federal Supplemental Fund 
shall be used for the accumulation of funds in 
order to finance obligations of the Federal Gov
ernment for benefits and necessary administra
tive expenses under the provisions of this sub
title, in accordance with the methodology se
lected by the Se9retary under section 11054(b), 
except that payments from the Fund for admin
istrative expenses may be made only the extent 
and in such amounts as are provided in advance 
in appropriations acts. 
SEC. 11053. DETERMINATION OF ANNUAL PAY· 

MENT INTO FEDERAL SUPPLE-
MENTAL FUND. 

(a) IN GENERAL.-At the end of each applica
ble fiscal year the Secretary shall promptly pay 
into the Federal Supplemental Fund from the 
General Fund of the Treasury an amount equal 
to the sum of-

(1) the annual amortization amount for the 
year (which may not be less than zero); and 

(2) the covered administrative expenses for the 
year. 

(b) DETERMINATION OF AMOUNTS.-For pur
poses of this section: 

(1) The "original unfunded liability" is the 
amount that is the present value as of the freeze 
date of future benefits payable from the Federal 
Supplemental Fund. 

(2) The "annual amortization amount" is the 
amount determined by the enrolled actuary to 
be necessary to amortize in equal annual in
stallments (until fully amortized)-

( A) the original unfunded liability over a 30-
year period; 

(B) a net experience gain or loss over a 10-
year period; and 

(C) any other changes in actuarial liability 
over a 20-year period. 

(3) The "covered administrative expenses" are 
the expenses determined by the Secretary (on an 
annual basis) to be necessary to administer the 
Federal Supplemental Fund. 

(c) TIMING.-The first applicable fiscal year 
under subsection (a) is the first fiscal year that 
ends more than six months after the replacement 
plan adoption date. 
SEC. 11054. DETERMINATION OF METHODOLOGY 

FOR MAKING PAYMENTS. 
(a) NOTICE TO PRESIDENT AND CONGRESS.- Not 

later than 18 months before the time that assets 
remaining in the Trust Fund are projected to be 
insufficient for making Federal benefit pay
ments and covering necessary administrative ex
penses when due, the Secretary shall so advise 
the President and the Congress. 

(b) SELECTION OF METHODOLOGY.-Before all 
available assets of the Trust Fund have been de-

pleted, the Secretary shall determine whether 
Federal benefit payments and necessary admin
istrative expenses under this subtitle shall be 
made by one of the following methods: 

(1) Continuation of the Trust Fund using pay
ments from the Federal Supplemental Fund. 

(2) Discontinuation of the Trust Fund, with 
payments made-

( A) by direct payment by the Secretary from 
the Federal Supplemental Fund; or 

(B) from the Federal Supplemental Fund 
through another department or agency of the 
United States. 

(c) ARRANGEMENTS BY SECRETARY.-The Sec
retary shall make appropriate arrangements to 
implement the determinations made in this sub
section. 
SEC. 11055. SPECIAL REQUIREMENTS UPON DIS

CONTINUATION OF TRUST FUND. 
(a) SUCCESSOR TO TRUSTEE.-If the Secretary 

determines that the Trust Fund shall be discon
tinued after it has been depleted of assets, the 
Secretary shall appoint a successor to the Trust
ee to administer the requirements of this sub
title, with the same powers and subject to the 
same conditions as were applicable to the Trust
ee. 

(b) CONTINUING APPLICATION OF TERMS AND 
CONDITIONS.-The methodology selected by the 
Secretary under section 11054(b), and the pay
ment of benefits pursuant to such methodology, 
shall be subject to the same arrangements, 
terms, and conditions as were applicable under 
this subtitle to the Trust Fund and the benefits 
paid under the Trust Fund (including provi
sions relating to the treatment of the Trust 
Fund under certain laws). 

CHAPTER 7-REPORTS 
SEC. 11061. ANNUAL VALUATIONS AND REPORTS 

BY ENROLLED ACTUARY. 
(a) DETERMINATION OF ACTUARIAL VALU

ATIONS.-The Trustee shall engage an enrolled 
actuary (as defined in section 7701(a)(35) of the 
Internal Revenue Code of 1986) who is a member 
of the American Academy of Actuaries to per
! orm an annual actuarial valuation (in a man
ner and form determined by the Secretary) of 
the Trust Fund and the Federal Supplemental 
Fund for obligations assumed by the Federal 
Government under this subtitle. 

(b) ANNUAL REPORT ON STATUS OF FUNDS.
The enrolled actuary shall prepare and submit 
to the Secretary and the Trustee an annual re
port on the actuarial status of the Trust Fund 
and the Federal Supplemental Fund, and shall 
include in the report-

(1) a projection of when assets in the Trust 
Fund will be insufficient to pay benefits and 
necessary administrative expenses when due; 
and 

(2) a determination of the annual payment to 
the Federal Supplemental Fund under section 
11053. 
SEC. 11062. REP ORTS BY COMPTROLLER GEN

ERAL. 
(a) IN GENERAL.-The Comptroller General is 

authorized to conduct evaluations of the admin
istration of this subtitle to ensure that the Trust 
Fund and Federal Supplemental Fund are being 
properly administered and shall report the find
ings of such evaluations to the Secretary and 
the Congress. 

(b) ACCESS TO INFORMATION.-For the purpose 
of evaluations under subsection (a) the Comp
troller General, subject to section 6103 of the In
ternal Revenue Code of 1986, shall have access 
to and the right to copy any books, accounts, 
records, correspondence or other pertinent docu
ments that are in the possession of the Secretary 
or the Trustee, or any contractor or subcon
tractor of the Secretary or the Trustee. 

CHAPTER 8-JUDICIAL ENFORCEMENT 
SEC. 11071. JUDICIAL REVIEW. 

(a) IN GENERAL.-A civil action may be 
brought-
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(1) by a participant or beneficiary to enforce 

or clarify rights to benefits from the Trust Fund 
or Federal Supplemental Fund under this sub
title; 

(2) by the Trustee-
( A) to enforce any claim arising (in whole or 

in part) under this subtitle or the contract; or 
(B) to recover benefits improperly paid from 

the Trust Fund or Federal Supplemental Fund 
or to clarify a participant's or beneficiary's 
rights to benefits from the Trust Fund or Fed
eral Supplemental Fund; and 

(3) by the Secretary to enforce any provision 
of this subtitle or the contract. 

(b) TREATMENT OF TRUST FUND.-The Trust 
Fund may sue and be sued as an entity. 

(c) EXCLUSIVE REMEDY.-This chapter shall be 
the exclusive means for bringing actions against 
the Trust Fund , the Trustee or the Secretary 
under this subtitle. 
SEC. 11072. JURISDICTION AND VENUE. 

(a) IN GENERAL.- The United States District 
Court for the District of Columbia shall have ex
clusive jurisdiction and venue, regardless of the 
amount in controversy, of-

(1) civil actions brought by participants or 
beneficiaries pursuant to this subtitle, and 

(2) any other action otherwise arising (in 
whole or part) under this subtitle or the con
tract. 

(b) REVIEW BY COURT OF APPEALS.-Notwith
standing any other provision of law, any order 
of the United States District Court for the Dis
trict of Columbia issued pursuant to an action 
described in subsection (a) that concerns the va
lidity or enforceability of any provision of this 
subtitle or seeks injunctive relief against the 
Secretary or Trustee under this subtitle shall be 
reviewable only pursuant to a notice of appeal 
to the United States Court of Appeals for the 
District of Columbia Circuit. 

(c) REVIEW BY SUPREME COURT.-Notwith
standing any other provision of law, review by 
the Supreme Court of the United States of a de
cision of the Court of Appeals that is issued pur
suant to subsection (b) may be had only if the 
petition for relief is filed within 20 calendar 
days after the entry of such decision. 

(d) RESTRICTIONS ON DECLARATORY OR IN
JUNCTIVE RELIEF.- No order of any· court grant
ing declaratory or injunctive relief against the 
Secretary or the Trustee shall take effect during 
the pendency of the action before such court, 
during the time an appeal may be taken, or (if 
an appeal is taken or petition for certiorari 
filed) during the period before the court has en
tered its final order disposing of the action. 
SEC.11073. STATUTE OF UMITATIONS. 

(a) ACTION FOR BENEFITS.-Any civil action 
by an individual with respect to a Federal ben
efit payment under this subtitle shall be com
menced within 180 days of a final benefit deter
mination. 

(b) ACTION FOR BREACH OF CONTRACT OR 
OTHER VIOLATIONS.-Except as provided in sub
section (c) , any civil action for breach of the 
contract or any other violation of this subtitle 
shall be commenced within the later of-

(1) six years after the last act that constituted 
the alleged breach or violation or, in the case of 
an omission, six years after the last date on 
which the alleged breach or violation could 
have been cured; or 

(2) three years after the earliest date on which 
the plaintiff knew or could have reasonably 
been expected to have known of the act or omis
sion on which the action is based. 

(c) SPECIAL RULE FOR ACTIONS AGAINST SEC
RETARY.-Notwithstanding subsection (b), any 
action against the Secretary arising (in whole or 
part) under this subtitle or the contract shall be 
commenced within one year of the events giving 
rise to the cause of action. 

SEC. 11074. TREATMENT OF MISAPPROPRIATION 
OF FUND AMOUNTS AS FEDERAL 
CRIME. 

The provisions of section 664 of title 18, Un'ited 
States Code (relating to theft or embezzlement 
from employee benefit plans), shall apply to the 
Trust Fund and the Federal Supplemental 
Fund. 

CHAPTER 9-MISCELLANEOUS 
SEC. 11081. COORDINATION BETWEEN SEC

RETARY, TRUSTEE, AND DISTRICT 
GOVERNMENT. 

The Secretary , Trustee , and District Govern
ment shall carry out responsibilities under this 
subtitle and under the contract in a manner 
which promotes the cost-effective and efficient 
administration of benefit payments under the 
District Retirement Programs, and in a manner 
which avoids unnecessary interruptions and 
delays in paying individuals the full benefits to 
which they are entitled under such Programs. 
SEC. 11082. STUDY OF ALTERNATIVES FOR FI-

NANCING FEDERAL OBUGATIONS. 
(a) IN GENERAL.-As soon as practicable after 

the date of the enactment of this subtitle , the 
Secretary shall enter into a contract with an 
independent consultant to conduct a study of 
actuarial alternatives for financing the federal 
obligations assumed under this subtitle, together 
with an analysis of the impact of each alter
native on the federal budget. The Secretary and 
the District Government shall cooperate with 
the consultant and shall provide direct access to 
such information systems, records, documents, 
information, or data as will enable the consult
ant to conduct the study. 

(b) DEADLINE.-The contract entered into 
under subsection (a) shall require the consult
ant to report the results of the study not later 
than 12 months after the date of enactment of 
this Act. 

(C) NO EFFECT ON FEDERAL OBLIGATIONS.
Nothing in this section may be construed to af
fect any obligation of the Federal Government 
to make payments under this subtitle. 
SEC. 11083. ISSUANCE OF REGULATIONS BY SEC

RETARY. 
The Secretary is authorized to issue regula

tions to implement, interpret, administer and 
carry out the purposes of this subtitle, and, in 
the Secretary's discretion, those regulations may 
have retroactive effect. 
SEC. 11084. EFFECT ON REFORM ACT AND OTHER 

LAWS. 
(a) REFORM ACT.-
(1) IN GENERAL.-This subtitle supersedes any 

provision of the Reform Act inconsistent with 
this subtitle and the regulations thereunder. 

(2) TERMINATION OF PAYMENTS TO DISTRICT 
RETIREMENT FUNDS.-Section 144 of the Reform 
Act (DC Code, sec. 1- 724) is amended by adding 
at the end the fallowing new subsection: 

" (f) Notwithstanding any other provision of 
this Act, no Federal payments may be made to 
any Fund established by this title for any fiscal 
year after fiscal year 1997. ". 

(b) NO EFFECT ON TAX TREATMENT OF BENE
FITS.- Except as otherwise specifically provided, 
nothing in this subtitle may be construed to af
fect the application of any provision of the In
ternal Revenue Code of 1986 to any annuity or 
other benefit provided to or on behalf of any in
dividual, including any disability benefit or any 
portion of a retirement benefit attributable to an 
individual's disability status. 

(c) NO EFFECT ON BENEFITS FOR PARK POLICE 
AND SECRET SERVICE.- Nothing in this subtitle 
shall be deemed to alter or amend in any way 

. the provisions of existing law (including the Re
f arm Act) relating to the program of annuities, 
other retirement benefits, or medical benefits for 
members and officers, retired members and offi
cers, and survivors thereof, of the United States 
Park Police force, the United States Secret Serv-

ice, or the United States Secret Service Uni
formed Division. 
SEC. 11085. REFERENCE TO NEW FEDERAL PRO

GRAM FOR RETIREMENT OF JUDGES 
OF DISTRICT OF COLUMBIA COURTS. 

For provisions describing the retirement pro
gram for judges and judicial personnel of the 
District of Columbia, see subchapter B of chap
ter 4 of subtitle C. 
SEC. 11086. FULL FAITH AND CREDIT. 

Federal obligations for benefits under this 
subtitle are backed by the full faith and credit 
of the United States. 
SEC. 11087. SEVERABILITY OF PROVISIONS. 

If any provision of this subtitle, or the appli
cation of such provision to any person or cir
cumstances, shall be held invalid, the remainder 
of this subtitle, or the application of such provi
sion to persons or circumstances other than 
those as to which it is held invalid, shall not be 
affected thereby. 

Subtitle B-Management Reform Plans 
SEC. 11101. SHORT TITLE. 

This subtitle may be cited as the "District of 
Columbia Management Reform Act of 1997". 
SEC. 11102. MANAGEMENT REFORM PLANS FOR 

DISTRICT GOVERNMENT. 
(a) IN GENERAL.-In accordance with the pro

visions of this subtitle, the District of Columbia 
Financial Responsibility and Management As
sistance Authority (hereafter in this subtitle re
f erred to as the "Authority") and the govern
ment of the District of Columbia shall develop 
and implement management reform plans-

(1) for each of the departments of the govern
men·t of the District of Columbia described in 
paragraph (1) of subsection (b); and 

(2) for all entities of the government of the 
District of Columbia with respect to the items 
described in paragraph (2) of subsection (b). 

(b) DEPARTMENTS AND I7'EMS SUBJECT TO 
PLANS.-

(1) DEPARTMENTS DESCRIBED.- The depart
ments referred to in this paragraph are as f al
lows: 

(A) The Department of Administrative Serv
ices. 

(B) The Department of Consumer and Regu-
latory Affairs. 

(C) The Department of Corrections. 
(D) The Department of Employment Services. 
(E) The Department of Fire and Emergency 

Medical Services. 
(F) The Department of Housing and Commu

nity Development. 
. (G) The Department of Human Services. 

(H) The Department of Public Works. 
(I) The Public Health Department. 
(2) ITEMS DESCRIBED.- The items referred to in 

this paragraph are as fallows: 
(A) Asset management. 
(B) Information resources management. 
(C) Personnel. 
(D) Procurement. 

SEC. 11103. PROCEDURES FOR DEVELOPMENT OF 
PLANS. 

(a) CONTRACTS WITH CONSULTANTS.-Not later 
than 30 days after the date of the enactment of 
this Act (or, at the option of the Authority and 
upon notification to Congress, not later than 60 
days after such date), the Authority shall enter 
into contracts with consultants to develop the 
management ref arm plans under this subtitle. 

(b) DEADLINE FOR SUBMISSION OF PLANS.
Under a contract entered into with the Author
ity under subsection (a), a consultant shall sub
mit a completed management ref arm plan for the 
department or item involved within 90 days (or , 
at the option of the Authority, within 120 days). 

(c) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated to the 
Authority such sums as may be necessary to 
carry out the contracts entered into under this 
section. 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16367 
SEC. 11104. IMPLEMENTATION OF PLANS. 

(a) ESTABLISHMENT OF MANAGEMENT REFORM 
TEAMS.-With respect to each management re
form plan developed under this subtitle, there 
shall be a management reform team consisting of 
the following: 

(1) The Chair of the Authority (or the Chair's 
designee). 

(2) The Chair of the Council of the District of 
Columbia (or the Chair's designee). 

(3) The Mayor of the District of Columbia (or 
the Mayor's designee). 

(4) In the case of a management reform plan 
for a department of the government of the Dis
trict of Columbia, the head of the department 
involved. 

(b) RESPONSIBILITY FOR IMPLEMENTATION OF 
PLANS.-

(1) PLANS FOR SPECIFIC DEPARTMENTS.-ln the 
case of a management reform plan for a depart
ment of the government of the District of Colum
bia, the head of the department involved shall 
take any and all steps within his or her author
ity to implement the terms of the plan, in con
sultation and coordination with the other mem
bers of the management reform team. 

(2) PLANS FOR ITEMS COVERING ENTIRE DIS
TRICT GOVERNMENT.-ln the case Of a manage
ment reform plan for an item described in sec
tion 11102(b)(2), each member of the manage
ment reform team shall take any and all steps 
within the member's authority to implement the 
terms of. the plan, under the direction and sub
ject to the instructions of the Chair of the Au
thority (or the Chair's designee) . 

(3) REPORT TO AUTHORITY.- ln carrying out 
any of the management ref arm plans under this 
section, the member of the management reform 
team described in subsection (a)(4) shall report 
to the Authority. 
SEC. 11105. REFORM OF POWERS AND DUTIES OF 

DEPARTMENT HEADS. 
(a) APPOINTMENT AND REMOVAL.
(1) APPOINTMENT.-
( A) IN GENERAL.-During a control year, the 

head of each department of the government of 
the District of Columbia described in section 
11102(b)(l) shall be appointed by the Mayor as 
follows: 

(i) Prior to appointment, the Authority may 
submit recommendations for the appointment to 
the Mayor. 

(ii) In consultation with the Authority and 
the Council, the Mayor shall nominate an indi
vidual for appointment and notify the Council 
of the nomination. 

(iii) After the expiration of the 7-day period 
which begins on the date the Mayor notifies the 
Council of the nomination under clause (ii), the 
Mayor shall notify the Authority of the nomina
tion. 

(iv) The nomination shall be effective subject 
to approval by a majority vote of the Authority. 

(B) APPOINTMENT BY AUTHORITY IF NO NOMI
NATION MADE WITHIN 30 DA YS.-During a control 
year, if the Mayor fails to nominate an indi
vidual to fill a vacancy in the position of the 
head of any of the departments described in sec
tion 11102(b)(l) during the 30-day period which 
begins on the date the vacancy begins (or dur
ing such longer period as the Authority may es
tablish, upon notification to Congress), the Au
thority shall appoint an individual to fill the 
vacancy. 

(C) POSITIONS DEEMED VACANT UPON ENACT
MENT.-For purposes of this paragraph, a va
cancy shall be deemed to exist in the position of 
the head of each of the departments described in 
section 11102(b)(l) upon the date of the enact
ment of this Act. Nothing in this subparagraph 
shall be deemed to affect any of the powers and 
duties of any individual serving as the head of 
such a department as of such date. 

(2) REMOVAL.-During a control year, the 
head of any of the departments of the govern-

ment of the District of Columbia described in 
section 11102(b)(l) may be removed by the Au
thority or by the Mayor with the approval of 
the Authority. 

(3) CONTROL YEAR DEFTNED.-ln this sub
section, the term "control year" has the mean
ing given such term in section 305(4) of the Dis
trict of Columbia Financial Responsibility and 
Management Assistance Act of 1995. 

(b) CONTROL OVER PERSONNEL.-
(1) IN GENERAL.-Notwithstanding any other 

provision of law and except as provided in para
graph (3), all personnel of the departments of 
the government of the District of Columbia de
scribed in section 11102(b)(l) shall be appointed 
by and shall act under the direction and control 
of the head of the department involved. 

(2) REASSIGNMENT OF PERSONNEL.-The head 
of each of the departments described in section 
11102(b)(l) may reassign any personnel of the 
department in such manner as the head con
siders appropriate. 

(3) REQUIREMENTS FOR ADVERSE ACTIONS.
The head of each of the departments described 
in section 11102(b)(l) may take corrective or ad
verse action against any personnel of the de
partment pursuant to rules (promulgated con
sistent with the publication and comment provi
sions of the District of Columbia Administrative 
Procedure Act) which-

( A) provide that adverse actions may only be 
taken for cause; 

(B) define the causes for which a corrective or 
adverse action may be taken; 

(C) require prior written notice of the grounds 
on which the action is proposed to be taken; 

(D) require an opportunity to be heard (which 
may be in writing only) before the action be
comes effective, unless the head of the depart
ment finds that taking action prior to the exer
cise of such opportunity is necessary to protect 
the integrity of government operations, in which 
case a hearing shall be afforded within a rea
sonable time after the action becomes effective; 
and 

(E) provide that the head of the department 
shall be the final administrative authority with 
respect to the action, subject to judicial review 
of the record of the administrative proceeding in 
an action against the District of Columbia to be 
brought only in the Superior Court for the Dis
trict of Columbia. 
SEC. 11106. NO EFFECT ON POWERS OF FINAN· 

CIAL RESPONSIBIUTY AND MANAGE
MENT ASSISTANCE AUTHORITY. 

Nothing in this subtitle may be construed to 
affect the authority of the District of Columbia 
Financial Responsibility and Management As
sistance Authority to carry out any of its pow
ers under the District of Columbia Financial Re
sponsibility and Management Assistance Act of 
1995. 

Subtitle C-Criminal Justice 
CHAPTER 1-CORRECTIONS 

SEC. 11201. BUREAU OF PRISONS. 
(a) FELONS SENTENCED PURSUANT TO THE 

TRUTH-IN-SENTENCING REQUIREMENTS.-Not 
later than October 1, 2001, any person who has 
been sentenced to incarceration pursuant to the 
District of Columbia Code or the truth-in-sen
tencing system as described in section 11211 
shall be designated by the Bureau of Prisons to 
a penal or correctional facility operated or con
tracted for by the Bureau of Prisons, for such 
term of imprisonment as the court may direct. 
Such persons shall be subject to any law or reg
ulation applicable to persons committed Jor vio
lations of laws of the United States consistent 
with the sentence imposed. 

(b) FELONS SENTENCED PURSUANT TO THE D.C. 
CODE.-Notwithstanding any other provision of 
law, not later than December 31, 2001, the 
Lorton Correctional Complex shall be closed and 
the felony population sentenced pursuant to the 

District of Columbia Code residing at the Lorton 
Correctional Complex shall be trans! erred to a 
penal or correctional facility operated or con
tracted for by the Bureau of Prisons. Such per
sons shall be subject to any law or regulation 
applicable to persons committed for violations of 
laws of the United States consistent with the 
sentence imposed, and the Bureau of Prisons 
shall be responsible for the custody, care, sub
sistence, education, treatment and training of 
such persons. 

(c) PRTVATIZATION.-
(1) TRANSITION OF INMATES FROM LORTON.

The Bureau of Prisons shall house, in private 
contract facilities-

( A) at least 2000 District of Columbia sen
tenced felons by December 31, 1999; and 

(B) at least 50 percent of the District of Co
lumbia sentenced felony population by Sep
tember 30, 2003. 

(2) DUTIES OF DEPUTY ATTORNEY GENERAL.
The Deputy Attorney General shall-

( A) be responsible for overseeing Bureau of 
Prisons privatization activities; and 

(B) submit a report to Congress on October 1 
of each year detailing the progress and status of 
compliance with privatization requirements. 

(3) DUTIES OF ATTORNEY GENERAL.- The At
torney General shall-

( A) conduct a study of correctional privatiza
tion, including a review of relevant research 
and related legal issues, and comparative anal
ysis of the cost effectiveness and feasibility of 
private sector and Federal, State, and local gov
ernmental operation of prisons and corrections 
programs at all security levels; and 

(B) submit a report to Congress no later than 
one year after the date of enactment of this Act. 

(d) SITE ACQUISITION AND CONSTRUCTJON.-In 
order to house the District of Columbia felony 
inmate population the Bureau of Prisons shall 
acquire land, construct and build new facilities 
at sites selected by the Bureau of Prisons, or 
contract for appropriate bed space, but no facili
ties may be built on the grounds of the Lorton 
Reservation. 

(e) NATIONAL CAPITAL PLANNING.-Notwith
standing any other provision of law, the re
quirements of the National Capital Planning 
Act of 1952 (40 U.S.C. 71 et seq.) shall not apply 
to any actions taken by the Bureau of Prisons 
or its agents or employees. 

(f) DEPARTMENT OF CORRECTIONS AUTHOR
ITY.-The District of Columbia Department of 
Corrections shall remain responsible for the cus
tody, care, subsistence, education, treatment, 
and training of any person convicted of a felony 
offense pursuant to the District of Columbia 
Code and housed at the Lorton Correctional 
Complex until December 31, 2001, or the date on 
which the last inmate housed at the Lorton Cor
rectional Complex is designated by the Bureau 
of Prisons, whichever is earlier. 

(g) LORTON CORRECTIONAL COMPLEX.-
(1) TRANSFER OF FUNCTJONS.-Notwith-

standing any other provision of law , to the ex
tent the Bureau of Prisons assumes functions of 
the Department of Corrections under this sub
title, the Department is no longer responsible for 
such functions and the provisions of "An Act to 
create a Department of Corrections in the Dis
trict of Columbia", approved June 27, 1946 (D.C. 
Code 24-441, 442), that apply with respect to 
such functions are no longer applicable. Except 
as provided in paragraph (2), any property on 
which the Lorton Correctional Complex is lo
cated shall be transferred to the Department of 
the Interior. 

(2) TRANSFER OF LAND.
( A) IN GENERAL.-
(i) FAIRFAX COUNTY WATER AUTHORITY.-150 

acres of parcel 106-4-001-54 located west of Ox 
Road (State Route 123) on which the Lorton 
Correctional Complex is located shall be trans
ferred, without consideration, to the Fairfax 
County Water Authority of Fairfax, Virginia. 
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(ii) FAIRFAX COUNTY DEPARTMENT OF PARKS 

AND RECREATION.- Any acres Of parcel 106-4-
001-54 located west of Ox Road (State Route 123) 
on which the Lorton Correctional Complex is lo
cated not trans! erred under clause (i) shall be 
assigned to the Department of the Interior, Na
tional Park Service, for conveyance to the Fair
fax County Department of Parks and Recreation 
for recreational purposes pursuant to the sec
tion 203(k)(2) of the Federal Property and Ad
ministrative Services Act of 1949 (40 U.S.C. 
484(k)(2)) . 

(BJ CONDITION OF TRANSFER.-
(i) WATER SERVICES.-The United States Gov

ernment shall not transfer any parcels under 
this paragraph unless the Fair! ax County Water 
Authority certifies that it will continue to pro
vide water services to the Lorton Correctional 
Complex at the rate it provided water services 
prior to the transfer. 

(ii) RESTRICTION ON TRANSFER.-No Federal 
agency may transfer the property under this 
paragraph until the prospective recipient of the 
property provides to such a,gency-

( I) a land description survey suitable for 
transferring property under Virginia law; and 

(II) any necessary surveys to determine the 
presence of any hazardous substances, contami
nants or pollutants. 

(iii) LORTON CORRECTIONAL COMPLEX.-The 
Lorton Correctional Complex shall remain avail
able for the District of Columbia Department of 
Corrections to house District of Columbia felony 
inmates until the last inmate at the Complex has 
been designated by the Bureau of Prisons or 
until December 31, 2003, whichever is earlier. 

(C) AUTHORIZATION.-The General Services 
Administration and the National Park Service is 
authorized to expend any funds necessary to en
sure that the transfer or conveyance under sub
paragraph (A) complies with all applicable envi
ronmental and historic preservation laws. 

(3) WATER MAINS.-Any water mains located 
on or across the Lorton Correctional Complex on 
the date of the transfers under paragraph (2) , 
that are owned by the Fairfax County Water 
Authority and provide water to the public, shall 
be permitted to remain in place, and shall be op
erated, maintained, repaired, and replaced by 
the Fairfax County Water Authority or a suc
cessor agency furnishing water to the public in 
Fairfax County or adjacent jurisdictions, but 
shall not interfere with operations of the Lorton 
Correctional Complex. 

(g) DISTRICT OF COLUMBIA CORRECTIONS IN
FORMATION COUNCIL.-

(1) ESTABLISHMENT.-There is established a 
council to be known as the District of Columbia 
Correction Information Council (hereafter re
ferred to as "Council"). 

(2) MEMBERSHIP.- The Council shall be com
posed of 3 members appointed as follows: 

(A) 2 individuals appointed by the mayor of 
the District of Columbia. 

(BJ 1 individual appointed by the Council of 
the District of Columbia. 

(3) COMPENSATlON.-Members of the Council 
may not receive pay, allowances, or benefits by 
reason of their service on the Council. 

(4) DUTIES.-The Council shall report to the 
Director of the Bureau of Prisons with advice 
and. information regarding matters affecting the 
District of Columbia sentenced felon population. 

(h) TIMING OF INMATE TRANSFERS.-As soon 
as practicable after the date of the enactment of 
this Act, the Director of the Bureau of Prisons 
shall begin the transferring of inmates to Bu
reau of Prison or private contract facilities re
quired by this section. 
SEC. 11202. CORRECTIONS TRUSTEE. 

(a) APPOINTMENT AND REMOVAL OF TRUST
EE.-

(1) APPOINTMENT.-Pursuant to the Federal 
Government 's assumption of responsibility for 

persons convicted of a felony offense under the 
District of Columbia Code, the Attorney Gen
eral, in consultation with the Chairman of the 
District of Columbia Financial Responsibility 
and Management Assistance Authority (here
after in this chapter referred to as the "D.C. 
Control Board"), the Mayor of the District of 
Columbia, the District of Columbia Council, and 
the District of Columbia judiciary, shall select a 
Corrections Trustee, who shall be an inde
pendent officer of the government of the District 
of Columbia, to oversee financial operations of 
the District of Columbia Department of Correc
tions until the Bureau of Prisons has designated 
all felony offenders sentenced under the District 
of Columbia Code to a penal or correctional fa
cility operated or contracted for by the Bureau 
of Prisons under section 11201. 

(2) REMOVAL.-The Corrections Trustee may 
be removed by the Mayor with the concurrence 
of the Attorney General. The Attorney General 
shall have the authority to remove the Correc
tions Trustee for misfeasance or malfeasance in 
office. At the request of the Corrections Trustee, 
the District of Columbia Financial Responsi
bility and Management Assistance Authority 
may exercise any of its powers and authorities 
on behalf of the Corrections Trustee. 

(b) DUTIES OF TRUSTEE.- Beginning on the 
date of appointment and continuing until the 
felony population sentenced pursuant to the 
District of Columbia Code residing at the Lorton 
Correctional Complex is transferred to a penal 
or correctional facility operated or contracted 
for by the Bureau of Prisons, the Corrections 
Trustee shall carry out the fallowing respon
sibilities (notwithstanding any law of the Dis
trict of Columbia to the contrary): 

(1) Exercise financial oversight over the Dis
trict of Columbia Department of Corrections and 
allocate funds as enacted in law or as otherwise 
allocated, including funds for short term im
provements which are necessary for the safety 
and security of staff, inmates and the commu
nity. 

(2) Purchase any necessary goods or services 
on behalf of the District of Columbia Depart
ment of Corrections consistent with Federal pro
curement regulations as they apply to the Bu
reau of Prisons. 

(c) FUNDING.-
(1) IN GENERAL.- Funds available for the Cor

rections Trustee, staff and all necessary and ap
propriate operations shall be made available to 
the extent provided in appropriations acts to the 
Corrections Trustee. Funding requests shall be 
proposed by the Corrections Trustee to the 
President and Congress for each Fiscal Year. 

(2) REIMBURSEMENT TO BUREAU OF PRISONS.
Upon receipt of Federal funds, the Corrections 
Trustee shall immediately provide an advance 
reimbursement to the Bureau of Prisons of all 
funds identified by the Congress for construc
tion of new prisons and major renovations, 
which shall remain available until expended. 
The Bureau of Prisons shall be responsible and 
accountable for determining how these funds 
shall be used for renovation and construction, 
including type, security level, and location of 
new facilities. 

(3) ACCOUNTABILITY AND REPORTS.-The Dis
trict of Columbia Department of Corrections and 
the Bureau of Prisons shall maintain account
ability for funds reimbursed from the Correc
tions Trustee, and shall provide expense reports 
by project at the request of the Corrections 
Trustee. 

(d) COMPENSATION AND DETAILEES.-The Cor
rections Trustee shall be compensated at a rate 
not to exceed the basic pay payable for Level IV 
of the Executive Schedule. The Corrections 
Trustee may appoint and fix the pay of addi
tional staff without regard to the provisions of 
the District of Columbia Code governing ap-

pointments and salaries, without regard to the 
provisions of title 5, United States Code, gov
erning appointments in the competitive service, 
and without regard to the provisions of chapter 
51 and subchapter III of chapter 53 of title 5, 
United States Code, relating to classification 
and General Schedule pay rates. Upon request 
of the Corrections Trustee, the head of any Fed
eral department or agency may, on a reimburs
able or non reimbursable basis, provide services 
and detail any personnel of that department or 
agency to the Corrections Trustee to assist in 
carrying out his duties. 

(e) PROCUREMENT AND ]UDICJAL REVIEW.-The 
provisions of the District of Columbia Code gov
erning procurement shall not apply to the Cor
rections Trustee. The Corrections Trustee may 
seek judicial enforcement of his authority to 
carry out his duties. 

(f) PRESERVATJON OF RETIREMENT AND CER
TAJN OTHER RIGHTS OF FEDERAL EMPLOYEES 
WHO BECOME EMPLOYED BY THE CORRECTIONS 
TRUSTEE.-

(1) IN GENERAL.- A Federal employee who ; 
within 3 days after separating from the Federal 
Government, is appointed Corrections Trustee or 
becomes employed by the Corrections Trustee-

( A) shall be treated as an employee of the 
Federal Government for purposes of chapters 83, 
84, 87, and 89 of title 5 of the United States 
Code; and 

(BJ if, after serving with the Trustee , such em
ployee becomes reemployed by the Federal Gov
ernment, shall be entitled to credit for the full 
period of such individual's service with the 
Trustee, for purposes of determining the appli
cable leave accrual rate. 

(2) REGULATIONS.-The Office of Personnel 
Management shall prescribe such regulations as 
may be necessary to carry out this subsection. 
SEC. 11203. PRIORITY CONSIDERATION FOR EM-

PLOYEES OF THE DISTRICT OF CO
LUMBIA 

(a) ESTABLISHMENT.-As soon as practicable 
after appointment, the Bureau of Prisons, work
ing with the Corrections Trustee, shall establish 
a priority consideration program to facilitate 
employment placement for employees of the Dis
trict of Columbia Department of Corrections 
who are scheduled to be separated from service 
as a result of closing the Lorton Correctional 
Complex. 

(b) PROVISIONS.-The priority consideration 
program shall include provisions under which a 
vacant federal correctional institution position 
established as a result of this Act and identified 
for external hiring shall not be filled by the ap
pointment of any individual from outside of the 
District of Columbia Department of Corrections 
if there is ava'ilable any interested applicant 
within the District of Columbia Department of 
Corrections who meets all qualification and 
s·uitability requirements for Bureau of Prisons 
law enforcement positions, including those re
lated to criminal history, educational experience 
and level of functions, drug use, and work-re
lated misconduct. The priority consideration 
program shall also include provisions under 
which an employee described in subsection (a) 
who does not meet the qualification and suit
ability requirements for Bureau of Prisons law 
enforcement positions shall receive priority con
sideration for other Federal positions, and any 
such employee who is found to be well qualified 
for such a position may be appointed without 
regard to the provisions of title 5, United States 
Code, governing appointments in the competitive 
service. Such program shall terminate one year 
after the closing of the Lorton Correctional 
Complex. · 
SEC. 11204. AMENDMENTS RELATED TO PERSONS 

WITH A MENTAL DISEASE OR DE· 
FECT. 

Title 18, United States Code, is amended as 
follows: 
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(1) Section 4246 is amended-
( A) in subsection (a) by inserting " in the cus

tody of the Bureau of Prisons" after "certifies 
that a person"; and 

(B) by adding at the end the following new 
subsection: 

" (h) DEFINITION.-As used in this chapter the 
term "State" includes the District of Colum
bia.". 

(2) Section 4247(a) is amended-
( A) in paragraph (l)(D) by striking "and" 

after the semi-colon; 
(B) in paragraph (2) by striking the period 

and inserting " ;and"; and 
(C) by adding at the end the fallowing new 

paragraph: 
"(3) 'State' includes the District of Colum

bia.". 
(3) Section 4247(j) of title 18, United States 

Code, is amended by striking "This chapter 
does" and inserting "Sections 4241 , 4242, 4243, 
and 4244 do'. 
SEC. 11205. LIABIUTY FOR AND UTIGATION AU

THORITY OF CORRECTIONS TRUST
EE. 

(a) LIABILITY.- The District of Columbia shall 
defend any civil action or proceeding brought in 
any court or other official Federal, state, or mu
nicipal forum against the Corrections Trustee, 
Qr against the District of Columbia or it officers, 
employees, or agents, and shall assume any li
ability resulting from such an action or pro
ceeding, if the action or proceeding arises 
from-

(1) an inmate's confinement with the District 
of Columbia Department of Corrections; 

(2) the District of Columbia's operation or 
management of the buildings, facilities, or lands 
comprising the Lorton property; or 

(3) the District of Columbia's operations or ac
tivities occurring on any property not specifi
cally trans! erred to the administrative control of 
the Federal Government pursuant to this Act. 

(b) LITIGATION.-
(1) CORPORATION COUNSEL.-Subject · to para

graph (2), the Corporation Counsel of the Dis
trict of Columbia shall provide litigation services 
to the Corrections Trustee, except that the 
Trustee may instead elect, either generally or in 
relation to particular cases or classes of cases , to 
hire necessary staff and personnel or enter into 
contracts for the provision of litigation services 
at the Trustee's expense. 

(2) ATTORNEY GENERAL.-
( A) IN GENERAL.- Notwithstanding paragraph 

(1), with respect to any litigation involving the 
Corrections Trustee , the Attorney General 
may-

(i) direct the litigation of the Trustee, and of 
the District of Columbia on behalf of the Trust
ee; and 

(ii) provide on a reimbursable or non-reim
bursable basis litigation services for the Trustee 
at the Trustee's request or on the Attorney Gen
eral's own initiative. 

(B) APPROVAL OF SETTLEMENT.-With respect 
to any litigation involving the Corrections 
Trustee, the Trustee may not agree to any set
tlement involving any form of equitable relief 
without the approval of the Attorney General. 
The Trustee shall provide to the Attorney Gen
eral such notice and reports concerning litiga
tion as the Attorney General may direct. 

(C) DISCRETJON.- Ariy decision to exercise any 
authority of the Attorney General under this 
subsection shall be in the sole discretion of the 
Attorney General and shall not be reviewable in 
any court. 

(c) LIMITATJONS.-Nothing in this section 
shall be construed- · 

(1) as a waiver of sovereign immunity, or as 
limiting any other defense or immunity that 
would otherwise be available to the United 
States, the District of Columbia, their agencies, 
officers, employees, or agents; or 

(2) to obligate the District of Columbia to rep
resent or indemnify the Corrections Trustee or 
any officer, employee, or agent where the Trust
ee (or any person employed by or acting under 
the authority of the Trustee) acts beyond the 
scope of his authority. 
SEC. 11206. PERMI1TING EXPENDITURE OF 

FUNDS TO CARRY OUT CERTAIN 
SEWER AGREEMENT. 

Notwithstanding the fourth sentence of sec
tion 446 of the District of Columbia Self-Govern
ment and Governmental Reorganization Act, the 
District of Columbia is authorized to obligate or 
expend such funds as may be necessary during 
a fiscal year (beginning with fiscal year 1997) to 
carry out the Sewage Delivery System and Ca
pacity Purchase Agreement between Fairfax 
County and the District of Columbia with re
spect to Project Number K00301, without regard 
to the amount appropriated for such purpose in 
the budget of the District of Columbia for the 
fiscal year. 

CHAPTER 2-SENTENCING 
SEC. 11211. TRUTH IN SENTENCING COMMISSION. 

(a) ESTABLISHMENT.-There is established as 
an independent agency of the District of Colum
bia a District of Columbia Truth in Sentencing 
Commission (hereafter in this chapter ref erred to 
as "the Commission"), which shall consist of 7 
voting members. The Attorney General, or the 
Attorney General's designee, shall be the chair
person of the Commission and shall have the 
duty to convene meetings of the Commission to 
ensure that it fulfills its responsibilities under 
this Act. The members shall serve for the Zif e of 
the Commission and shall be subject to removi;il 
only for neglect of duty, malfeasance in office, 
or other good cause shown. 

(b) MEMBERSHIP.-The members of the Com
mission shall have knowledge and responsibility 
with respect to criminal justice matters. Two 
members of the Commission shall be judges of 
the Superior Court of the District of Columbia, 
and shall be appointed by the chief judge of 
that court; one member shall be a representative 
of the District of Columbia Council and shall be 
appointed by the chairperson or chairperson pro 
temp of the Council; one member shall be a rep
resentative of the executive branch of the Dis
trict of Columbia government with official re
sponsibilities for criminal justice matters in the . 
District of Columbia and· shall be appointed by 
the Mayor of the District of Columbia; one mem
ber shall be a representative of the District of 
Columbia Public Defender Service and shall be 
appointed by the Director of such Service; and 
one member shall be a representative of the 
United States Attorney for the District of Co
lumbia and shall be appointed by the United 
States Attorney. A representative of the Federal 
Bureau of Prisons and a representative of the 
office of Corporation Counsel of the District of 
Columbia shall each serve as a non-voting, ex 
officio member. 

(c) VACANCY.-Any vacancy in the Commis
sion shall be filled in the same manner as the 
original appointment. Members of the Commis
sion shall receive no compensation for their 
services, but shall be reimbursed for travel , sub
sistence, and other necessary expenses incurred 
in the pert ormance of duties vested in the Com
mission, but not in excess of the maximum 
amounts authorized under section 456 of title 28, 
United States Code. 
SEC. 11212. GENERAL DUTIES, POWERS, AND 

GOALS OF COMMISSION. 
(a) RECOMMENDATIONS.-The Commission 

shall, within 180 days after the enactment of 
this Act, make recommendations to the District 
of Columbia Council for amendments to the Dis
trict of Columbia Code with respect to the sen
tences to be imposed for all felonies committed 
on or after 3 years after the date of enactment 
of this Act. 

(b) CONTENTS OF RECOMMENDATJONS.- Such 
recommendations shall-

(1) as to all felonies described in paragraph 
(h), meet the truth in sentencing standards of 
20104(a)(l) of the Violent Crime Control and 
Law Enforcement Act of 1994; 

(2) as to all felonies ensure that-
( A) an off ender will have a sentence imposed 

that-
(i) ref7,ects the· seriousness of the offense and 

the criminal history of the offender; and 
(ii) provides for just punishment, affords ade

quate deterrence to potential future criminal 
conduct of the offender and others, and pro
vides the offender with needed educational or 
vocational training, medical care, and other cor
rectional treatment; 

(B) good time shall be calculated pursuant to 
section 3624 of title 18, United States Code; and 

(C) an adequate period of supervision will be 
imposed to fallow release from the imprisonment. 

(c) DEATH PENALTY.-The Commission shall 
not have the power to recommend a sentence of 
death for any offense nor for any offense a term 
of imprisonment less than that prescribed by the 
D.C. Code as a mandatory minimum sentence. 

(d) OTHER FEATURES OF RECOMMENDATIONS.
The Commission shall ensure that its rec
ommendations-

(1) will be neutral as to the race, sex, marital 
status, ethnic origin, religious affiliation, na
tional origin, creed, socioeconomic status, and 
sexual orientation of offenders; 

(2) will include provisions designed to ma:r:i
mize the effectiveness of the drug court of the 
Superior Court of the District of Columbia; and 

(3) will be fully consistent with all other pro
visions of this Act, including provisions relating 
to the administration of probation, parole, and 
supervised release for District of Columbia Code 
offenders. 

(e) VOTE; TERMINATJON.-The recommenda
tions of the Commission required under sub
sections (a)-(d) shall be adopted by a vote of not 
less than 6 of the members and when made shall 
be transmitted forthwith to the District of Co
lumbia Council. The Commission shall cease to 
exist 90 days after the transmittal of rec
ommendations to the Council or on the last date 
on which timely recommendations may be made 
if the Commission is unable to agree on such 
recommendations. 

(f) RECOMMENDATIONS FOR IMPLEMENTA
TJON.-ln fulfilling its responsibilities , the Com
mission may adopt by a vote of not less than 6 
of the members and transmit to the Superior 
Court of the District of Columbia recommended 
rules and principles for determining the sen
tence to be imposed, including-

(1) whether to impose a sentence of probation, 
a term of imprisonment and/or a fine, and the 
amount or length thereof, and including inter
mediate sanctions in appropriate cases; and 

(2) whether multiple sentences of terms of im
prisonment should run concurrently or consecu
tively. 

(g) POWERS.-The Commission is authorized
(1) to hold hearings and call witnesses that 

might assist the Commission in the exercise of its 
powers; 

(2) to perform such other functions as may be 
necessary to carry out the purposes of this sec
tion; and 

(3) except as otherwise provided, to conduct 
business , exercise powers, and fulfill duti es by 
the vote of a majority of the members present at 
any meeting. 

(h) FELONIES DESCRIBED.-The felonies de
scribed in this subsection are violations of any 
of the fallowing provisions of law: 

(1) The following provisions relating to arson: 
(A) Section 820 of the Act entitled "An Act to 

establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
401). 
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(B) Section 821 of the Act entitled "An Act to 

establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
402). 

(2) The following provisions relating to felony 
assault: 

(A) Section 803 of the Aot entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
501). 

(B) Section 804 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
502). 

(C) Section 805 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
503). 

(D) Section 806a of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
504.1). 

(E) Section 432 of the Revised Statutes, relat
ing to the District of Columbia (DC Code, sec. 
22-505). 

(F) Section 807 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
506). 

(3) Section 502 of the District of Columbia 
Theft and White Collar Crimes Act of 1982 (DC 
Code, sec. 22-722) (relating to obstruction of jus
tice). 

(4) Section 3 of the Act of February 13, 1885 
(chapter 58; 23 Stat. 303) (DC Code, sec. 22-901) 
(relating to cruelty to children). 

(5) Section 823 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
1801) (relating to first degree burglary). 

(6) Section 812 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2101) (relating to kidnapping). 

(7) The fallowing provisions relating to mur
der and manslaughter: 

(A) Section 798 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2401). 

(B) Section 799 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2402). 

(C) Section 800 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2403). 

(D) Section 801 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2404). 

(E) Section 802 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2405). 

(F) Section 802a of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2406). 

(8) Section 8 of the Act of July 15, 1932 (chap
ter 492; 47 Stat. 698) (DC Code, sec. 22- 2601) (re
lating to prison breach). 

(9) The Act entitled " An Act to prohibit the 
introduction of contraband into the District of 
Columbia penal institutions," approved Decem
ber 15, 1941 (DC Code, sec. 22-2603). 

(10) Section 810 of the Act entitled "An Act to 
establish a code of law for the District of Colum
bia," approved March 3, 1901 (DC Code, sec. 22-
2901) (relating to robbery). 

(11) Section 811a of the Act entitled "An Act 
to establish a code of law for the District of Co
lumbia," approved March 3, 1901 (DC Code, sec. 
22-2903) (relating to carjacking). 

(12) The Dangerous Weapons Act (DC Code, 
sec. 22-3201 et seq.). 

(13) The following provisions relating to sex 
offenses: 

(A) Section 201 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4102). 

(B) Section 202 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4103). 

(C) Section 203 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4104). 

(D) Section 204 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4105). 

(E) Section 207 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4108). 

(F) Section 208 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4109). 

(G) Section 209 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22-4110). 

(H) Section 212 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4113). 

(I) Section 213 of the Anti-Sexual Abuse Act of 
1994 (DC Code, sec. 22--4114). 

(J) Section 214 of the Anti-Sexual Abuse Act of 
1994 (DC Code, sec. 22--4115). 

(K) Section .215 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4116). 

(L) Section 217 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4118). 

(M) Section 219 of the Anti-Sexual Abuse Act 
of 1994 (DC Code, sec. 22--4120). 

(14) Section 401 of the District of Columbia 
Uniform Controlled Substances Act of 1981 (D.C. 
Code, sec. 33-541) (relating to recidivist drug of
f enders), but only in the case of a second or sub
sequent violation. 
SEC. 11213. DATA COLLECTION. 

(a) DATA FOR ATTORNEY GENERAL.-The Com
mission, the Superior Court of the District of Co
lumbia, the District of Columbia Department of 
Corrections, and other agencies as necessary 
shall provide to the Attorney General such data 
as are requested in furtherance of this Act. 

(b) SUPERIOR COURT.-The Superior Court Of 
the District of Columbia, in connection with de
fendants sentenced in such Court, shall provide 
to the Commission and the Attorney General 
such data as are requested for planning, statis
tical analysis or projecting future prison popu
lation levels. 
SEC. 11214. ENACTMENT OF AMENDMENTS TO 

DISTRICT OF COLUMBIA CODE. 
If, within 270 days after the date of the enact

ment of this Act, the Council of the District of 
Columbia has failed to amend the District of Co
lumbia Code to enact in whole the recommenda
tions of the Commission under this chapter, or if 
the Commission fails to make such recommenda
tions within the deadline established under such 
section, the Attorney General (after consulta
tion with the Commission) shall promulgate 
within 90 days amendments to the District of 
Columbia Code with respect to the sentences to 
be imposed for all offenses committed on or after 
3 years after the date of the enactment of this 
Act. Such amendments shall be consistent with 
the standards of subsections (a) through (d) of 
section 11212. Such amendments shall take effect 
30 days after the Attorney General transmits the 
recommendations to Congress. 

CHAPTER 3-0FFENDER SUPERVISION 
AND PAROLE 

SEC. 11231. PAROLE. 
(a) PAROLING JURISDICTION.-
(1) JURISDICTION OF PAROLE COMMISSION TO 

GRANT OR DENY PAROLE AND TO IMPOSE CONDl
TIONS.- Not later than one year after date of the 
enactment of this Act, the United States Parole 
Commission shall assume the jurisdiction and 
authority of the Board of Parole of the District 
of Columbia to grant and deny parole, and to 
impose conditions upon an order of parole, in 
the case of any imprisoned felon who is eligible 
for parole or reparole under the District of Co-

lumbia Code. The Parole Commission shall have 
exclusive authority to amend or supplement any 
regulation interpreting or implementing the pa
role laws of the District of Columbia with re
spect to felons, provided that the Commission 
adheres to the rulemaking procedures set forth 
in section 4218 of title 18, United States Code. 

(2) JURISDICTION OF PAROLE COMMISSION TO 
REVOKE PAROLE OR MODIFY CONDITIONS.-On 
the date in which the District of Columbia Of
f ender Supervision, Defender, and Courts Serv
ices Agency is established under section 11233, 
the United States Parole Commission shall as
sume any remaining powers, duties, and juris
diction of the Board of Parole of the District of 
Columbia, including jurisdiction to revoke pa
role and to modify the conditions of parole, with 
respect to felons . 

(3) JURISDICTION OF SUPERIOR COURT.-On the 
date on which the District of Columbia Offender 
Supervision, Defender, and Courts Services 
Agency is established under section 11233, the 
Superior Court of the District of Columbia shall 
assume the jurisdiction and authority of the 
Board of Parole of the District of Columbia to 
grant, deny, and revoke parole , and to impose 
and modify conditions of parole, with respect to 
misdemeanants. 

(b) ABOLITION OF THE BOARD OF PAROLE.-On 
the date on which the District of Columbia Of
fender Supervision, Defender, and Courts Serv
ices Agency is established under section 11233, 
the Board of Parole established in the District of 
Columbia Board of Parole Amendment Act of 
1987 shall be abolished. 

(c) RULEMAKING AND LEGISLATIVE RESPONSI
BILITY FOR PAROLE MATTERS.-The Parole Com
mission shall exercise the authority vested in it 
by this section pursuant to the parole laws and 
regulations of the District of Columbia, except 
that the Council of the District of Columbia and 
the Board of Parole of the District of Columbia 
may not revise any such laws or regulations (as 
in effect on the date of the enactment of this 
Act) without the concurrence of the Attorney 
General. 

(d) INCREASE IN THE AUTHORIZED NUMBER OF 
UNITED STATES PAROLE COMMISSIONERS.-Sec
tion 2(c) of the Parole Commission Phaseout Act 
of 1996 (Public Law 104-232) is amended to read 
as follows: 

"(c) The United States Parole Commission 
shall have no more than five members.". 
SEC. 11232. PRETRIAL SERVICES, DEFENSE SERV· 

ICES, PAROLE, ADULT PROBATION 
AND OFFENDER SUPERVISION 
TRUSTEE. 

(a) APPOINTMENT AND REMOVAL.-
(1) APPOINTMENT.-The Attorney General, in 

consultation. with the Chairman of the District 
of Columbia Financial Responsibility and Man
agement Assistance Authority (hereafter in this 
section referred to as the "D.C. Control Board") 
and the Mayor of the District of Columbia, shall 
appoint a Pretrial Services, Defense Services, 
Parole, Adult Probation and Offender Super
vision Trustee, who shall be an independent of
ficer of the government of the District of Colum
bia, to effectuate the reorganization and transi
tion of functions and funding relating to pre
trial services, defense services, parole, adult pro
bation and offender supervision. 

(2) REMOVAL.-The Trustee may be removed 
by the Mayor with the concurrence of the Attor
ney General. The Attorney General shall have 
the authority to remove the Trustee for misfea
sance or malfeasance in office. At the request of 
the Trustee, the District of Columbia Financial 
Responsibility and Management Assistance Au
thority may exercise any of its powers and au
thorities on behalf of the Trustee. 

(b) AUTHORITY.-Beginning on the date Of ap
pointment, and continuing until the District of 
Columbia Offender Supervision, Defender, and 
Courts Services Agency is established under sec
tion 11233, the Trustee shall-
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(1) have the authority to exercise all powers 

and functions authorized for the Director of the 
District of Columbia Offender Supervision, De
f ender and Courts Services Agency; 

(2) have the authority to direct the actions of 
all agencies of the District of Columbia whose 
functions will be assumed by or within the Dis
trict of Columbia Offender Supervision, De
fender and Courts Services Agency, and of the 
Board of Parole of the District of Columbia, in
cluding the authority to discharge or replace 
any officers or employees of these agencies, ex
cept that the Trustee may not direct the conduct 
of particular cases by the District of Columbia 
Public Def ender Service; 

(3) exercise financial oversight over all agen
cies of the District of Columbia whose functions 
wW be assumed by or within the District of Co
lumbia Offender Supervision, Defender and 
Courts Services Agency, and over the Board of 
Parole of the District of Columbia , and allocate 
funds to these agencies as appropriated by Con
gress and allocated by the President; 

(4) receive and transmit to the District of Co
lumbia Pretrial Services Agency all funds appro
priated for such agency; and 

(5) receive and transmit to the District of Co
lumbia Public Defender Service all funds appro
priated for such agency. 

(c) COMPENSATJON.-The Trustee shall be com
pensated at a rate not to exceed the basic pay 
payable for Level IV of the Executive Schedule. 
The Trustee may appoint and fix the pay of ad
ditional staff without regard to the provisions of 
the District of Columbia Code governing ap
pointments and salaries, without regard to the 
provisions of title 5, United States Code, gov
erning appointments in the competitive service, 
and without regard to the provisions of chapter 
51 and subchapter Ill of Chapter 53 of title 5, 
United States Code, relating to classification 
and General Schedule pay rates. Upon request 
of the Trustee, the head of any Federal depart
ment or agency may, on a reimbursable or non
reimbursable basis, provide services and/or detail 
any personnel of that department or agency to 
the Trusteeship to assist in carrying out its du
ties. 

(d) PROCUREMENT AND JUDICIAL REVIEW.
The provisions of the District of Columbia Code 
governing procurement shall not apply to the 
Trustee. The Trustee may enter into such con
tracts as the Trustee considers appropriate to 
carry out the Trustee's duties. The Trustee may 
seek judicial enforcement of the Trustee's au
thority to carry out the Trustee's duties. 

(e) PRESERVATION OF RETIREMENT AND CER
TAIN OTHER RIGHTS OF FEDERAL EMPLOYEE 
WHO BECOMES THE TRUSTEE OR FEDERAL EM
PLOYEES WHO BECOME EMPLOYED BY THE 
TRUSTEE.-

(1) IN GENERAL.-A Federal employee who, 
within 3 days after separating from the Federal 
Government, is appointed Trustee or becomes 
employed by the Trustee-

( A) shall be treated as an employee of the 
Federal Government for purposes of chapters 83, 
84, 87, and 89 of title 5 of the United States 
Code; and 

(B) if, after serving with the Trustee, such em
ployee becomes reemployed by the Federal Gov
ernment, shall be entitled to credit for the full 
period of such individual's service with the 
Trustee, for purposes of determining the appli
cable leave accrual rate. 

(2) REGULATJONS.-The Office of Personnel 
Management shall prescribe such regulations as 
may be necessary to carry out this subsection. 

(f) FUNDING.-Funds available for operations 
of the Trustee shall be made available to the ex
tent provided in appropriations acts to the 
Trustee, through the State Justice Institute. 
Funding requests shall be proposed by the 
Trustee to the President and Congress for each 
Fiscal Year. 

(g) LIABILITY AND LITIGATION AUTHORITY.
(1) LIABILITY.-The District Of Columbia shall 

defend any civil action or proceeding brought in 
any court or other official Federal, state, or mu
nicipal forum against the Trustee, or against 
the District of Columbia or its officers, employ
ees, or agents, and shall assume any liability re
sulting from such an action or proceeding, if the 
action or proceeding arises from the-

( A) supervision of off enders on probation, pa
role, or supervised release; 

(B) provision of pretrial services by the Dis
trict of Columbia; or 

(C) activities of the District of Columbia 
Board of Parole. 

(2) LITIGATION.-
( A) CORPORATION COUNSEL.-Subject to sub

paragraph (B), the Corporation Counsel of the 
District of Columbia shall provide litigation 
services to the Trustee, except that the Trustee 
may instead elect, either generally or in relation 
to particular cases or classes of cases, to hire 
necessary staff and personnel or enter into con
tracts for the provision of litigation services at 
the Trustee's expense. 

(B) ATTORNEY GENERAL.-
(i) IN GENERAL.- Notwithstanding subpara

graph (A), with respect to any litigation involv
ing the Trustee, the Attorney General may-

(!) direct the litigation of the Trustee, and of 
the District of Columbia on behalf of the Trust
ee; and 

(JI) provide on a reimbursable or non-reim
bursable basis litigation services for the Trustee 
at the Trustee's request or on the Attorney Gen
eral's own initiative. 

(ii) APPROVAL OF SETTLEMENT.-With respect 
to any litigation involving the Trustee, the 
Trustee may not agree to any settlement involv
ing any form of equitable relief without the ap
proval of the Attorney General. The Trustee 
shall provide to the Attorney General such no
tice and reports concerning litigation as the At
torney General may direct. 

(iii) DISCRETJON.-Any decision to exercise 
any authority of the Attorney General under 
this paragraph shall be in the sole discretion of 
the Attorney General and shall not be review
able in any court. 

(3) LIMITATJONS.-Nothing in this section 
shall be construed-

(1) as a waiver of sovereign immunity, or as 
limiting any other defense or immunity that 
would otherwise be available to the United 
States, the District of Columbia, their agencies, 
officers, employees, or agents; or 

(2) to obligate the District of Columbia to rep
resent or indemnify the Corrections Trustee or 
any officer, employee, or agent where the Trust
ee (or any person employed by or acting under 
the authority of the Trustee) acts beyond the 
scope of his authority. 

(h) CERTIFICATJON.-The District of Columbia 
Offender Supervision, Defender, and Courts 
Services Agency shall assume its duties pursu
ant to section 11233 when, within the period be
ginning one year after the date of the enactment 
of this subtitle and ending three years after the 
date of the enactment of this subtitle, the Trust
ee certifies to the Attorney General and the At
torney General concurs that the Agency can 
carry out the functions described in section 
11233 and the United States Parole Commission 
can carry out the functions described in section 
11231. 
SEC. 11233. OFFENDER SUPERVISION, DEFENDER 

AND COURTS SERVICES AGENCY. 
(a) ESTABLISHMENT.-There is established 

within the executive branch of the Federal Gov
ernment the District of Columbia Off ender Su
pervision, Defender, and Courts Services Agency 
(hereafter in this section ref erred to as the 
"Agency") which shall assume its duties not 
less than one year or more than three years 
after the enactment of this Act. 

(b) DIRECTOR.-
(1) APPOINTMENT AND COMPENSATJON.-The 

Agency shall be headed by a Director appointed 
by the President, by and with the advice and 
consent of the Senate, for a term of six years. 
The Director shall be compensated at the rate 
prescribed for Level IV of the Executive Sched
ule, and may be removed from office prior to the 
expiration of term only for neglect of duty, mal
l easance in office, or other good cause shown. 

(2) POWERS AND DUTIES OF DIRECTOR.-The 
Director shall-

( A) submit annual appropriation requests for 
the Agency to the Office of Management and 
Budget; 

(B) determine, in consultation with the Chief 
Judge of the United States District Court for the 
District of Columbia, the Chief Judge of the Su
perior Court of the District of Columbia, and the 
Chairman of the United States Parole Commis
sion , uniform supervision and reporting prac
tices for the Agency; 

(C) hire and supervise supervision officers and 
support staff for the Agency; 

(D) direct the use of funds made available to 
the Agency; 

(E) enter into such contracts, leases, and co
operative agreements as may be necessary for 
the performance of the Agency's functions, in
cluding contracts for substance abuse and other 
treatment and rehabilitative programs; 

( F) develop and operate intermediate sanc
tions programs for sentenced offenders; and 

(G) arrange for the supervision of District of 
Columbia paroled off enders in jurisdictions out
side the District of Columbia. 

(c) FUNCTIONS.-
(1) IN GENERAL.-The Agency shall provide su

pervision, through qualified supervision officers, 
for offenders on probation, parole, and super
vised release pursuant to the District of Colum
bia Code. The Agency shall carry out its respon
sibilities on behalf of the court or agency having 
jurisdiction over the offender being supervised. 

(2) SUPERVISION OF RELEASED OFFENDERS.
The Agency shall supervise any offender who is 
released from imprisonment for any term of su
pervised release imposed by the Superior Court 
of the District of Columbia. Such offender shall 
be subject to the authority of the United States 
Parole Commission until completion of the term 
of supervised release. The United States Parole 
Commission shall have and exercise the same 
authority as is vested in the United States dis
trict courts by paragraphs (d) through (i) of sec
tion 3583 of title 18, United States Code, except 
that-

( A) the procedures fallowed by the Commis
sion in exercising such authority shall be those 
set forth in chapter 311 of title 18, United States 
Code; and 

(B) an extension of a term of supervised re
lease under subsection (e)(2) of section 3583 may 
only be ordered by the Superior Court upon mo
tion from the Commission. 

(3) SUPERVISION OF PROBATIONERS.-Subject to 
appropriations and program availability, the 
Agency shall supervise all offenders placed on 
probation by the Superior Court of the District 
of Columbia. The Agency shall carry out the 
conditions of release imposed by the Superior 
Court (inciuding conditi6ns that probationers 
undergo training, education, therapy, coun
seling, drug testing , or drug treatment), and 
shall make such reports to the Superior Court 
with respect to an individual on probation as 
the Superior Court may require. 

(4) SUPERVISION OF DISTRICT OF COLUMBIA PA
ROLEES.-The Agency shall supervise all indi
viduals on parole pursuant to the District of Co
lumbia Code. The Agency shall carry out the 
conditions of release imposed by the United 
States Parole Commission or, with respect to a 
misdemeanant, by the Superior Court of the Dis
trict of Columbia, and shall make such reports 
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to the Commission or Court with respect to an 
individual on parole supervision as the Commis
sion or Court may require. 

(d) AUTHORITY OF OFFICERS.-The supervision 
officers of the Agency shall have and exercise 
the same powers and authority as are granted 
by law to United States Probation and Pretrial 
Officers. 

(e) PRETRIAL SERVICES AGENCY AND PUBLIC 
DEFENDER SERVICE.-

(1) INDEPENDENT ENTITIES.-The District of 
Columbia Pretrial Services Agency established 
by subchapter I of chapter 13 title 23, District of 
Columbia Code, and the D'istrict of Columbia 
Public Defender Service established by title III 
of the District of Columbia Court Ref arm and 
Criminal Procedure Act of 1970 (D.C. Code, sec. 
1-2701 et seq.) shall function as independent en
tities within the Agency. 

(2) SUBMISSION ON BEHALF OF PRETRIAL SERV
ICES.-The Director of the Agency shall submit, 
on behalf of the District of Columbia Pretrial 
Services Agency and with the approval of the 
Director of the Pretrial Services Agency, an an
nual appropriation request to the Office of 
Management and Budget. Such request shall be 
separate from the request submitted for the 
Agency. 

(3) SUBMISSION ON BEHALF OF PUBLIC DE
FENDER SERVICE.-The Director of the Agency 
shall submit, on behalf of the District of Colum
bia Public Def ender Service and with the ap
proval of the Director of the Public Defender 
Service, an annual appropriation request to the 
Office of Management and Budget. Such request 
shall be separate from that submitted for the 
Agency. 

(4) LIABILITY OF DISTRICT OF COLUMBIA.-The 
District of Columbia shall defend any civil ac
tion or proceeding brought in any court or other 
official Federal, state, or municipal forum 
against the District of Columbia Pretrial Serv
ices Agency, the District of Columbia Public De
fender Service, or the District of Columbia or its 
officers, employees, or agents, and shall assume 
any liability resulting from such an action or 
proceeding, if the action or proceeding arises 
from the activities of the D'istrict of Columbia 
Pretrial Services Agency or the District of Co
lumbia Public Defender Service prior to the date 
on which the Off ender Supervision, Defender 
and Courts Services Agency assumes its duties. 

(5) LITIGATION.-
(A) CORPORATION COUNSEL.-Subject to sub

paragraph (B), the Corporation Counsel of the 
District of Columbia shall provide litigation 
services to the District of Columbia Pretrial 
Services Agency and the District of Columbia 
Public Def ender Service, except that the District 
of Columbia Pretrial Services Agency and the 
District of Columbia Public Defender Service 
may instead elect, either generally or in relation 
to particular cases or classes of cases, to hire 
necessary staff and personnel or enter into con
tracts for the provision of litigation services at 
such agency's expense. 

(B) ATTORNEY GENERAL.-
(i) IN GENERAL.-Notwithstanding subpara

graph (A), with respect to any litigation involv
ing the District of Columbia Pretrial Services 
Agency, the Attorney General may-

( I) direct the litigation of the agency, and of 
the District of Columbia on behalf of the agen
cy; and 

(II) provide on a reimbursable or non-reim
bursable basis litigation services for the agency 
at the agency's request or on the Attorney Gen
eral's own initiative. 

(ii) APPROVAL OF SETTLEMENT.-With respect 
to any litigation involving the District of Colum
bia Pretrial Services Agency, the agency may 
not agree to any settlement involving any farm 
of equitable relief without the approval of the 
Attorney General. The agency shall provide to 

the Attorney General such notice and reports 
concerning litigation as the Attorney General 
may direct. 

(iii) DISCRETION.-Any decision to exercise 
any authority of the Attorney General under 
this paragraph shall be in the sole discretion of 
the Attorney General and shall not be review
able in any court. 
SEC. 11234. AUTHORIZATION OF APPROPRIA· 

TIO NS. 
There are authorized to be appropriated 

through the State Justice Institute in each fiscal 
year such sums as may be necessary for the f al
lowing: 

(1) District of Columbia Pretrial Services 
Agency. 

(2) District of Columbia Public Def ender Serv
ice. 

(3) Supervision of off enders on probation, pa
role, or supervised release for offenses under the 
District of Columbia Code. 

(4) Operation of the parole system for offend
ers convicted of offenses under the District of 
Columbia Code. 

(5) Operation of the Trusteeship described in 
section 11232. 

CHAPTER 4-DISTRICT OF COLUMBIA 
COURTS 

Subchapter A-Transfer of Administration 
and Financing of Courts to Federal Govern-
ment · 

SEC. 11241. AUTHORIZATION OF APPROPRIA
TIONS. 

(a) AUTHORIZATIONS.-There are authorized to 
be appropriated through the State Justice Insti
tute in each fiscal year such sums as may be 
necessary for the fallowing: 

(1) The Superior Court of the District of Co-
lumbia. 

(2) The District of Columbia Court of Appeals. 
(3) The District of Columbia Court System. 
(b) SUBMISSION TO OMB.- The Joint Com

mittee on Judicial Administration in the District 
of Columbia shall include in its submissions to 
the Office of Management and Budget and the 
Congress, the budget and appropriations re
quests of the Superior Court for the District of 
Columbia, the District of Columbia Court of Ap
peals, and the District of Columbia Court Sys
tem. 
SEC. 11242. ADMINISTRATION OF COURTS UNDER 

DISTRICT OF COLUMBIA CODE. 
(a) SUBMISSION OF ANNUAL BUDGET REQUESTS 

BY JOINT COMMITTEE ON JUDICIAL ADMINISTRA
TION.-Section 11-1701(b)(4), District of Colum
bia Code, is amended to read as fallows: 

"(4) Submission of the annual budget requests 
of the District of Columbia Court of Appeals, the 
Superior Court of the District of Columbia, and 
the District of Columbia Court System as the in
tegrated budget of the District of Columbia 
courts, except that such requests may be modi
fied upon the concurrence of four of the five 
members of the Joint Committee. ". 

(b) AUDIT OF ACCOUNTS OF COURTS.-Section 
11-1723(a)(3), District of Columbia Code, is 
amended to read as follows: 

"(3) The Fiscal Officer shall be responsible for 
the approval of vouchers and the internal audit
ing of the accounts of the courts and shall ar
range for an annual independent audit of the 
accounts of the courts.". 

(C) APPOINTMENT AND REMOVAL OF COURT 
PERSONNEL.-Section 11-1725(b) of the District 
of Columbia Code is amended to read as fallows: 

"(b) The Executive Officer shall appoint, and 
may remove, the Director of Social Services, the 
clerks of the courts, the Auditor-Master, and all 
other nonjudicial personnel for the courts (other 
than the Register of Wills and personal law 
clerks and secretaries of the judges) as may be 
necessary, subject to-

" (1) regulations approved by the Joint Com
mittee; and 

" (2) the approval of the chief judge of the 
court to which the personnel are or will be as
signed. 

"Appointments and removals of court per
sonnel shall not be subject to the laws, rules, 
and limitations applicable to District of Colum
bia employees.". 

(d) PROCUREMENT OF EQUIPMENT AND SUP
PLIES.- Section 11-1742(b), District of Columbia 
Code, is amended to read as fallows: 

"(b) The Executive Officer shall be responsible 
for the procurement of necessary equipment, 
supplies, and services for the courts and shall 
have power, subject to applicable law, to reim
burse the District of Columbia government for 
services provided and to contract for such equip
ment, supplies, and services as may be nec
essary .' '. 

(e) BUDGET AND EXPENDITURES.-
(1) IN GENERAL.-Section 11-1743, District of 

Columbia Code, is amended to read as fallows: 
"§11-1743. Annual Budget and Expenditures. 

"(a) The Joint Committee shall prepare and 
submit to the Mayor and the Council of the Dis
trict of Columbia annual estimates of the ex
penditures and appropriations necessary for the 
maintenance and operations of the District of 
Columbia courts, and shall submit such esti
mates to Congress and the Director of the Office 
of Management and Budget after submitting 
them to the Mayor and the Council. All such es
timates shall be included in the budget without 
revision by the President but subject to the 
President's recommendations. 

"(b) The District of Columbia Courts may 
make such expenditures as may be necessary to 
execute efficiently the functions vested in the 
Courts. 

"(c) All expenditures of the Courts shall be al
lowed and paid upon presentation of itemized 
vouchers signed by the certifying officer des
ignated by the Joint Committee. All such ex
penditures shall be paid out of moneys appro
priated for purposes of the Courts.". 

(2) CLERICAL AMENDMENT.-The item relating 
to section 11-1743 in the table of sections for 
subchapter III of chapter 17 of title 11, District 
of Columbia Code, is amended to read as f al
lows: 

"11-1743. Annual budget and expenditures. " . 
SEC. 11243. BUDGETING AND FINANCING RE

QUIREMENTS FOR COURTS UNDER 
HOME RULE ACT. 

(a) BUDGET OF COURTS.-Section 445 of the 
District of Columbia Self-Government and Gov
ernmental Reorganization Act (DC Code, Title 
11 App.) is amended to read as follows: 

"SEC. 445. The District of Columbia courts 
shall prepare and annually submit to the Direc
tor of the Office of Management and Budget , for 
inclusion in the annual budget, annual esti
mates of the expenditures and appropriations 
necessary for the maintenance and operation of 
the District of Columbia court system. The 
courts shall submit as part of their budgets both 
a multiyear plan and a multiyear capital im
provements plan and shall submit a statement 
presenting qualitative and quantitative descrip
tions of court activities and the status of efforts 
to comply with reports of the Comptroller Gen
eral of the United States.". 

(b) FINANCIAL DUTIES OF THE MA YOR.-Sec
tion 448(a)(6) of such Act (DC Code, sec. 47-
310(a)(6)) is amended to read as follows: 

"(6) supervise and be responsible for the lev
ying and collection of all taxes, special assess
ments, license fees, and other revenues of the 
District, as required by law, and receive all 
moneys receivable by the District from the Fed
eral Government or from any agency or instru
mentality of the District, except that this para
graph shall not apply to moneys from the Dis
trict of Columbia Courts.". 
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(c) FUNDS OF THE DISTRICT.-Section 450 of 

such Act (DC Code, sec. 47-130) is amended to 
read as fallows: 

"SEC. 450. The General Fund of the District 
shall be composed of those District revenues 
which on the effective date of this title are paid 
into the Treasury of the United States and cred
ited either to the General Fund of the District or 
its miscellaneous receipts, but shall not include 
any revenues which are applied by law to any 
special fund existing on the date of enactment 
of this title. The Council may from time to time 
establish such additional special funds as may 
be necessary for the efficient operation of the 
government of the District. All money received 
by any agency, officer, or employee of the Dis
trict in its or his official capacity shall belong to 
the District government and shall be paid 
promptly to the Mayor for deposit in the appro
priate fund, except that all money received by 
the District of Columbia Courts shall be depos
ited in the Treasury of the United States or the 
Crime Victims Fund.". 

(d) REDUCTIONS IN BUDGETS OF INDEPENDENT 
AGENCIES.-Section 453(c) of such Act (DC Code, 
sec. 47-304.l(c)) is amended to read as follows: 

"(c) Subsection (a) shall not apply to amounts 
appropriated or otherwise made available to the 
Council or to the District of Columbia Financial 
Responsibility and Management Assistance Au
thority established under section 101(a) of the 
District of Columbia Financial Responsibility 
and Management Assistance Act of 1995. ". 

(e) TREATMENT OF COURT FEES IN CALCULA
TION OF LIMITS ON DISTRICT BORROWING.-Sec
tion 603 of such Act (DC Code, sec. 47-313) is 
amended- · 

(1) in subsection (b)
( A) in paragraph (1)-
(i) in the first sentence, by striking "less court 

fees, any fees" and inserting "less any fees"; 
and 

(ii) in the second sentence, by striking "sec
tion 2501, title 47 of the District of Columbia 
Code, as amended" and inserting "title VI of 
the District of Columbia Revenue Act of 1939"; 

(B) in paragraph (3)(A), by striking " less 
court fees, any fees" and inserting "less any 
fees"; and 

(2) in subsection (c), by striking the last sen
tence (relating to budget estimates of the Dis
trict of Columbia courts). 
SEC. 11244. AUDITING OF ACCOUNTS OF COURT 

SYSTEM. 
(a) POWERS OF DISTRICT OF COLUMBIA AUDI

TOR.- Section 455 of the District of Columbia 
Self-Government and Governmental Reorganiza
tion Act (DC Code, sec. 47-117) is amended by 
adding at the end the fallowing new subsection: 

"(g) This section shall not apply to the Dis
trict of Columbia Courts or the accounts and op
erations thereof." 

(b) SUBMISSTON OF GAO AUDIT REPORTS TO 
MAYOR AND COUNCIL.-Section 715(b) of title 31, 
United States Code (DC Code, sec. 47-118.l(b)), 
is amended by striking "and the Mayor" and 
inserting "and (other than the audit reports of 
the District of Columbia Courts) the Mayor". 

(c) INDEPENDENT ANNUAL AUDIT.-Section 4 of 
Public Law 94-399 (DC Code, sec. 47-119) is 
amended by adding at the end the following 
new subsection: 

"(d) This section shall not apply to the Dis
trict of Columbia Courts or the financial oper
ations thereof." 
SEC. 11245. MISCELLANEOUS BUDGETING AND FI-

NANCING REQUIREMENTS FOR 
COURTS UNDER DISTRICT LAW. 

(a) DEPOSIT OF PUBLIC FUNDS.- Section 2(21) 
of the District of Columbia Depository Act of 
1977 (DC Code, sec. 47-341(21)) is amended by 
striking " a court, agency" and inserting " an 
agency' '. 

(b) REPROGRAMMING OF BUDGET AMOUNTS.
Section 4(h) of D.C. Law 3-100 (DC Code, sec. 

47-363(h)) is amended by striking "the District 
of Columbia courts,". 

(c) CONTROL OF GRANT FUNDS.-(1) Section 
3(1) of D.C. Law 3-104 (DC Code, sec. 47-382(1)) 
is amended to read as fallows: 

"(1) 'Agency' means the highest organiza
tional structure of the District at which budg
eting data is aggregated, but shall not include 
the District of Columbia Courts." 

(2) Section 4(b) of D.C. Law 3-104 (DC Code, 
sec. 47-383(b)) is amended to read at follows: 

"(b) The Trustees of the University of the Dis
trict of Columbia, the Board of Education, and 
the D.C. General Hospital Commission shall sub
mit to the Mayor two copies of the application 
and completed approval farm, as an advisory 
notice, concurrent with submitting the applica
tion and completed approval farm to a grant
making agency in accordance with rules and 
regulations issued pursuant to subsection (c) of 
this section.". 
SEC. 11246. OTHER PROVISIONS RELATING TO AD

MINISTRATION OF DISTRICT OF CO
LUMBIA COURTS. 

(a) JUROR FEES.-Section 11-1912(a), District 
of Columbia Code, is amended to read as fol
lows: 

"(a) Notwithstanding section 602(a) of the 
District of Columbia Self-Government and Gov
ernmental Reorganization Act, grand and petit 
jurors serving in the Superior Court shall re
ceive fees and expenses at rates established by 
the Board of Judges of the Superior Court", ex
cept that such fees and expenses may not exceed 
the respective rates paid to such jurors in the 
Federal system.". 

(b) COMPENSATION AND BENEFITS FOR COURT 
PERSONNEL.-

(1) IN GENERAL.-Section 11-1726, District of 
Columbia Code, is amended to read as fallows: 
"§ 11-1726. Compensation and benefits for 

court personnel. 
"(a) In the case of nonjudicial employees of 

the District of Columbia courts whose compensa
tion is not otherwise fixed by this title, the Exec
utive Officer shall fix the rates of compensation 
of such employees without regard to chapter 51 
and subchapter III of chapter 53 of title 5, 
United States Code. Any rates so established 
shall be subject to the limitation on pay fixed by 
administrative action in section 5373 of such 
title. In fixing the rates of compensation of non
judicial employees under this section, the Execu
tive Officer may be guided by the rates of com
pensation fixed for employees in the executive 
and judicial branches of the Federal Govern
ment or State or local governments occupying 
the same or similar positions or occupying posi
tions of similar responsibility, duty, and dif
ficulty. 

"(b)(l) Nonjudicial employees of the District 
of Columbia courts shall be treated as employees 
of the Federal Government solely for purposes of 
any of the following provisions of title 5, United 
States Code: 

"(A) Subchapter 1 of chapter 81 (relating to 
compensation for work injuries). 

" (B) Chapter 83 (relating to retirement). 
"(C) Chapter 84 (relating to the Federal Em

ployees' Retirement System). 
"(D) Chapter 87 (relating to life insurance). 
"(E) Chapter 89 (relating to health insur

ance). 
" (2) The employing agency shall make con

tributions under the provisions ref erred to para
graph (1) at the same rates applicable to agen
cies of the Federal Government. 

"(3) An individual who is a nonjudicial em
ployee of the District of Columbia courts on the 
date of the enactment of the Balanced Budget 
Act of 1997 may make, within 60 days after such 
date, an election under section 8351 or section 
8432 of title 5, United States Code, to participate 
in the Thrift Savings Plan for Federal employ
ees. 

"(c)(l) Judicial employees of the District of 
Columbia courts shall be treated as employees of 
the Federal Government for purposes of any of 
the following provisions of title 5, United States 
Code: 

"(A) Subchapter 1 of chapter 81 (relating to 
compensation for work injuries). 

"(B) Chapter 87 (relating to life insurance). 
"(C) Chapter 89 (relating to health insur

ance). 
"(2) The employing agency shall make con

tributions under the provisions referred to para
graph (1) at the same rates applicable to agen
cies of the Federal Government. 

"(3) For purposes of section 8706(b) and sec
tion 8901(3)(B) of title 5, United States Code, 
benefits paid from the retirement system for ju
dicial employees of the District of Columbia 
courts or from the system providing benefits to 
survivors of such employees shall be considered 
an annuity. 

"(4) For purposes of section 8901(3)(A) of title 
5, United States Code, the retirement system for 
judicial employees of the District of Columbia 
courts shall be considered a retirement system 
for employees of the Government.". 

(2) CLERICAL AMENDMENT.-The table of sec
tions for subchapter II of chapter 15 of title 11, 
District of Columbia Code, is amended by 
amending the item relating to section 11-1726 to 
read as follows: 
" 11-1726. Compensation and benefits for court 

personnel.". 
(3) EFFECTIVE DATE.-The amendments made 

by this subsection shall apply with respect to all 
months beginning after the date on which the 
Director of the Office of Personnel Management 
issues regulations to carry out section 11-1726, 
District of Columbia Code (as amended by para
graph (1)) . 

(c) RETIREMENT PERIOD FOR EXECUTIVE 0FFI
CER.-Section 11-1703(d), District of Columbia 
Code, is amended by striking the period at the 
end and inserting the following: ", except that 
the Executive Officer (if initially hired after Oc
tober 1, 1997) shall be eligible for retirement 
under subchapter III of chapter 15 when the Ex
ecutive Officer has completed 7 years of service 
as Executive Officer, whether continuous or 
not.". 
Subchapter B-Judicial Retirement Program 

SEC. 11251. JUDICIAL RETIREMENT AND SUR
VIVORS ANNUITY FUND. 

(a) ESTABLISHMENT OF FUND.-Section 11-
1570, District of Columbia Code, is amended to 
read as fallows: 
"§ 11-1570. The District of Columbia Jud icial 

Retirement and Survivors Annuity Fund. 
"(a) There is established in the Treasury a 

fund known as the District of Columbia Judicial 
Retirement and Survivors Annuity Fund (here
after in this section ref erred to as the 'Fund '), 
which shall consist of the following assets: 

"(1) Amounts deposited by, or deducted and 
withheld from the salary and retired pay of, a 
judge under section 1563 or 1567 of this title, 
which shall be credited to an individual account 
of the judge. 

"(2) Amounts transferred from the District of 
Columbia Judges' Retirement Fund under sec
tion 124(c)(l) of the District of Columbia Retire
ment Reform Act, as amended by section 11252 of 
the Balanced Budget Act of 1997. 

"(3) Amounts deposited under subsection (d) . 
"(4) Any return on investment of the assets of 

the Fund. 
" (b)(l) The Secretary of the Treasury (here

after in this section referred to as the 'Sec
retary') shall be responsible for the administra
tion of the Fund. The Secretary may carry out 
such responsibilities through an agreement with 
a Trustee or contractor (who may be the Trustee 
or contractor appointed to carry out responsibil
ities relating to Federal benefit payments under 
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title I of the National Capital Revitalization and 
Self-Government Improvement Act of 1997) and 
an enrolled actuary (as defined in section 
7701(a)(35) of the Internal Revenue Code of 
1986) who is a member of the American Academy 
of Actuaries (who may be the enrolled actuary 
engaged under such Act). 

"(2) The chief judges of the District of Colum
bia Court of Appeals and Superior Court of the 
District of Columbia shall submit to the Presi
dent and the Secretary an annual estimate of 
the expenditures and appropriations necessary 
for the maintenance and operation of the Fund, 
and such supplemental and deficiency estimates 
as may be required from time to time for the 
same purposes, according to law. 

"(3) The Secretary may cause periodic exami
nations of the Fund to be made by an enrolled 
actuary (as defined in section 7701(a)(35) of the 
Internal Revenue Code of 1986) who is a member 
of the American Academy of Actuaries. 

"(c)(l) Amounts in the Fund are available for 
the payment of judges· retirement pay, annu
ities, refunds, and allowances under this sub
chapter. 

"(2) Notwithstanding any other provision of 
District law or any other law, rule, or regula
tion, the Secretary may review benefit deter
minations under this subchapter made prior to 
the date of the enactment of the National Cap
ital Revitalization and Self-Government Im
provement Act of 1997, and shall make initial 
benefit determinations after such date. 

"(d)(l) Subject to the availability of appro
priations, there shall be deposited in the Fund, 
not later than the close of each fiscal year (be
ginning with the first fiscal year which ends 
more than 6 months after the replacement plan 
adoption date described in section 103(13) of the 
National Capital Revitalization and Self-Gov
ernment Improvement Act of 1997), an amount 
equal to the sum of-

"( A) the normal cost for the year; 
"(B) the annual amortization amount for the 

year (which may not be less than zero); and 
"(C) the covered administrative expenses for 

the year. 
"(2) For purposes of this subsection: 
"(A) The 'original unfunded liability' is the 

amount that is the present value as of June 30, 
1997, of future benefits payable from the Fund 
(net the sum of future normal cost and plan as
sets as of such date). 

"(B) The 'annual amortization amount' is the 
amount determined by the enrolled actuary to 
be necessary to amortize in equal annual in
stallments (until fully amortized)-

"(i) the original unfunded liability over a 30-
year period; 

"(ii) a net experience gain or loss over a 10-
year period; and 

"(iii) any other changes in actuarial liability 
over a 20-year period. 

"(C) The 'covered administrative expenses' are 
the expenses determined by the Secretary (on an 
annual basis) to be necessary to administer the 
Fund. 

"(3) Deposits made under this subsection shall 
be taken from sums available for that fiscal year 
for the payment of the expenses of the Court, 
and shall not be credited to the account of any 
individual . 

"(e) The Secretary shall invest such portion of 
the Fund as is not in the judgment of the Sec
retary required to meet current withdrawals. 
Such investments shall be in public debt securi
ties with maturities suitable to the needs of the 
Fund, as determined by the Secretary, and bear
ing interest at rates determined by · the Sec
retary, taking into consideration current market 
yields on outstanding marketable obligations of 
the United States of comparable maturities. 

"(f) None of the moneys mentioned in this 
subchapter shall be assignable, either in law or 

in equity, or be subject to execution, levy, at
tachment, garnishment, or other legal process 
(except to the extent permitted pursuant to the 
District of Columbia Spouse Equity Act of 1988). 

"(g) Notwithstanding any other provision of 
District law, rule, or regulation, any civil action 
brought-

"(1) by an individual to enforce or clarify 
rights to benefits from the Fund; or 

" (2) by the Secretary-
"(A) to enforce any claim arising (in whole or 

in part) under this section or any contract en
tered into to carry out this section, 

"(B) to recover benefits improperly paid from 
the Fund or to clarify an individual's rights to 
benefits from the Fund, or 

"(C) to enforce any provision of this section or 
any contract entered into to carry out this sec-
tion, . 
shall be brought in the United States District 
Court for the District of Columbia.". 

(b) CLERICAL AMENDMENT.-The table Of sec
tions for subchapter III of chapter 15 of title 11, 
District of Columbia Code, is amended by 
amending the item relating to section 11- 1570 to 
read as follows: 
"11-1570 . The District of Columbia Judicial Re

tirement and Survivors Annuity 
Fund.". 

SEC. 11252. TERMINATION OF CURRENT FUND 
AND PROGRAM. 

(a) TERMINATION OF JUDGES' RETIREMENT 
FUND.-Section 124 of the District of Columbia 
Retirement Reform Act (DC Code, sec. 1-714) is 
amended by striking subsection (c) and inserting 
the fallowing: 

"(c)(l) Notwithstanding any other provision 
of this Act or the amendments made by this Act, 
upon the date the assets of the Retirement Fund 
described in title I of the National Capital Revi
talization and Self-Government Improvement 
Act of 1997 are transferred, the assets of the Dis
trict of Columbia Judges' Retirement Fund es
tablished under subsection (a) shall be trans
! erred to the District of Columbia Judicial Re
tirement and Survivors Annuity Fund under 
section 11-1570, District of Columbia Code, and 
no amounts shall be deposited into the District 
of Columbia Judges' Retirement Fund after the 
date on which the assets are so trans[ erred. 

"(2) The District of Columbia Judges' Retire
ment Fund established under subsection (a) 
shall be continued in the Treasury and appro
priated for the purposes provided in this Act 
until such time as all amounts in such Fund 
have been expended or transferred to the Dis
trict of Columbia Judicial Retirement and Sur
vivors Annuity Fund pursuant to paragraph (1). 
Thereafter any payments of retirement pay, an
nuities, refunds, and allowances for judicial 
personnel of the District of Columbia shall be 
paid from the District of Columbia Judicial Re
tirement and Survivors Annuity Fund in ac
cordance with subchapter III of chapter 15 of 
title 11 , District of Columbia Code.". 

(b) REMOVAL OF JUDGES FROM RETIREMENT 
BOARD.-Section 121(b)(1)(A) of the District of 
Columbia Retirement Reform Act (DC Code, sec. 
1-711(b)(1)(A)) is amended-

(1) in the matter preceding clause (i), by strik
ing "13" and inserting "11 "; 

(2) by striking clause (vii); and 
(3) by redesignating clauses (viii) and (ix) as 

clauses (vii) and (viii). 
SEC. 11253. CONFORMING AMENDMENTS. 

(a) TRANSFER OF AUTHORITY OVER FUND TO 
SECRETARY OF THE TREASURY.- Title 11, District 
of Columbia Code, is amended as fallows: 

(1) In sections 11-1561(8)(C), 11-1562(c), 11-
1563(b), 11-1563(c), 11-1564(d)(6), 11- 1564(d)(7), 
11-1566(a), and 11-1570(c), by striking "Commis
sioner [Mayor]" each place it appears and in
serting "Secretary of the Treasury". 

(2) In sections 11-1566(b)(2), 11-1567(a), 11-
1567(b), by striking "Mayor" each place it ap-

pears and inserting " Secretary of the Treas
ury''. 

(3) In sections 11-1564(d)(2)(A) and 11-
1568.l(l)(B), by striking "Mayor of the District 
of Columbia" each place it appears and insert
ing "Secretary of the Treasury". 

(4) In section 11- 1563(a), by striking "paid to 
the Custodian of Retirement Funds (as defined 
in section 102(6) of the District of Columbia Re
tirement Reform Act)" and inserting ''paid to 
the Secretary of the Treasury". 

(b) DEFINITION OF FUND.-Section 11-1561(4), 
District of Columbia Code, is amended to read as 
follows: 

"(4) The term 'fund' means the District of Co
lumbia Judicial Retirement and Survivors Annu
ity Fund established by sections 11-1570. ". 

(C) TREATMENT OF FEDERAL SERVICE OF 
JUDGES.-Section 11-1564(d)(4), District of Co
lumbia Code, is amended by striking "Judges' 
Retirement Fund established by section 124(a) of 
the District of Columbia Retirement Reform 
Act'' and inserting ''Judicial Retirement and 
Survivors Annuity Fund under section 11-1570". 

Subchapter C-Miscellaneous Conforming 
and Administrative Provisions 

SEC. 11261. TREATMENT OF COURTS UNDER MIS
CELLANEOUS DISTRICT LAWS. 

(a) FINANCIAL RESPONSIBILITY AND MANAGE
MENT ASSISTANCE ACT.-Paragraph (5) of sec
tion 305 of the District of Columbia Financial 
Responsibility and Management Assistance Act 
of 1995 (DC Code, sec. 47-393(5)) is amended to 
read as fallows: 

"(5) The term 'District government' means the 
government of the District of Columbia , includ
ing any department, agency or instrumentality 
of the government of the District of Columbia; 
any independent agency of the District of Co
lumbia established under part F of title I V of 
the District of Columbia Self-Government and 
Governmental Reorganization Act or any other 
agency, board, or commission established by the 
Mayor or the Council; the Council of the Dis
trict of Columbia; and any other agency, public 
authority, or public benefit corporation which 
has the authority to receive monies directly or 
indirectly from the District of Columbia (other 
than monies received from the sale of goods, the 
provision of services, or the loaning of funds to 
the District of Columbia), except that such term 
does not include the Authority.". 

(b) MERIT PERSONNEL ACT.-(1) Section 201 of 
the District of Columbia Comprehensive Merit 
Personnel Act of 1978 (DC Code, sec. 1-602.1) is 
amended-

( A) by striking "(a) Except as provided in sub
section (b) or unless" and inserting " Unless"; 
and 

(B) by striking subsection (b). 
(2) Section 301(13) of the District of Columbia 

Comprehensive Merit Personnel Act of 1978 (DC 
Code, sec. 1-603.1(13)) is amended by striking ", 
the Superior Court of the District of Columbia, 
and the District of Columbia Court of Appeals 
shall be considered independent agencies" and 
inserting "shall be considered an independent 
agency". 
SEC. 11262. REPRESENTATION OF INDIGENTS IN 

CRIMINAL CASES. 
(a) BUDGET.-Section 11-2607, District of Co

lumbia Code, is amended to read as follows: 
"§ 11-2607. Preparation of Budget 

"The joint committee shall prepare and in
clude in its annual budget requests for the D'is
trict of Columbia court system estimates of the 
expenditures and appropriations necessary for 
furnishing representation by private attorneys 
to persons entitled to representation in accord
ance with section 2601 of this title.". 

(b) AUTHORIZATION OF APPROPRIATIONS.-Sec
tion 11-2608 of the District of Columbia Code is 
amended to read as follows: 
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"§ 11-2608. Authorization of appropriations 

"There are authorized to be appropriated 
through the State Justice Institute such sums as 
may be necessary to pay for representation by 
private attorneys and related services under this 
chapter. When so specified in appropriation 
Acts, such appropriations shall remain available 
until expended.". 

(c) REPEAL AUTHORITY OF COUNCIL.-
(1) IN GENERAL.-Section 11-2609, District of 

Columbia Code, is repealed. 
(2) CLERICAL AMENDMENT.-The table of sec

tions for chapter 26 of title 11, District of Colum
bia Code, is amended by striking the item relat
ing to section 11-2609. 
CHAPTER 5-PRETRIAL SERVICES AGENCY 

AND PUBLIC DEFENDER SERVICE 
SEC. 11271. AMENDMENTS AFFECTING PRETRIAL 

SERVICES AGENCY. 
(a) IN GENERAL.-Sections 23-1304 through 23-

1308 of the District of Columbia Code are 
amended to read as fallows: 
"§ 23-1304. Executive committee; composition; 

appointment and qualifications of Director 
"(a) The agency shall be advised by an execu

tive committee of seven members, of which four 
members shall constitute a quorum. The Execu
tive Committee shall be composed of the fol
lowing persons or their designees: the Chief 
Judge of the United States Court of Appeals for 
the District of Columbia Circuit, the Chief Judge 
of the United States District Court for the Dis
trict of Columbia, the Chief Judge of the District 
of the Columbia Court of Appeals, the Chief 
Judge of the Superior Court of the District of 
Columbia, the United States Attorney for the 
District of Columbia, the Director of the District 
of Columbia Public Defender Service, and the 
Director of the District of Columbia Offender 
Supervision, Defender and Courts Services 
Agency. 

"(b) The Chief Judge of the United States 
Court of Appeals for the District of Columbia 
Circuit and the Chief Judge of the United States 
District Court for the District of Columbia, in 
consultation with the other members of the exec
utive committee, shall appoint a Director of the 
agency who shall be a member of the bar of the 
District of Columbia. 
"§23-1305. Duties of director; compensation 

"(a) The Director of the agency shall be re
sponsible for the supervision and execution of 
the duties of the agency. The Director shall be 
compensated as a member of the Senior Execu
tive Service pursuant to subchapter VIII of 
chapter 53 of title 5, United States Code. 
"§23-1306. Chief assistant and other agency 

personnel; compensation 
"The Director shall employ a chief assistant 

who shall be compensated as a member of the 
Senior Executive Service pursuant to section 
5382 of title 5, United States Code. The Director 
shall employ such agency personnel as may be 
necessary properly to conduct the business of 
the agency. All employees other than the chief 
assistant shall receive compensation that is com
parable to levels of compensation established for 
Federal pretrial services agencies. 
"§23-1307. Annual reports 

"(a) The Director shall each year submit to 
the executive committee and to the Director of 
the District of Columbia Offender Supervision, 
Def ender and Courts Services Agency a report 
as to the Pretrial Services Agency's administra
tion of its responsibilities for the previous fiscal 
year. The Director shall include in the report a 
statement of financial condition, revenues, and 
expenses for the past fiscal year. 
"§23-1308. Appropriation; budget 

"There are authorized to be appropriated 
through the State Justice Institute in each fiscal 

year such sums as may be necessary to carry out 
the provisions of this subchapter. Funds appro
priated by Congress for the District of Columbia 
Pretrial Services Agency shall be received by the 
Director of the District of Columbia Off ender 
Supervision, Def ender and Courts Services 
Agency, and shall be disbursed by that Director 
to and on behalf of the District of Columbia Pre
trial Services Agency. The District of Columbia 
Pretrial Services Agency shall submit to the Di
rector of the District of Columbia Off ender Su
pervision, Def ender and Courts Services Agency 
at the time and in the form prescribed by that 
Director, reports of its activities and financial 
position and its proposed budget.". 

(b) CLERICAL AMENDMENT.-The table of sec
tions for subchapter I of chapter 13 of title 23, 
District of Columbia Code, is amended by strik
ing the items relating to sections 23-1304 
through 23- 1308 and inserting the following: 
"23-1304. Executive committee; composition; ap-

pointment and qualifications of 
Director. 

"23-1305. Duties of director; compensation. 
"23- 1306. Chief assistant and other agency per-

sonnel; compensation. 
"23-1307. Annual reports. 
"23- 1308. Appropriation; budget." 
SEC. 11272. AMENDMENTS AFFECTING PUBLIC DE

FENDER SERVICE. 
(a) BOARD OF TRUSTEES.- Section 303(a) of 

the District of Columbia Court Reform and 
Criminal Procedure Act of 1970 (DC Code, sec. 1-
2703(a)) is amended to read as follows: 

"(a) The Service shall be advised on matters 
of general policy by a Board of Trustees.". 

(b) APPOINTMENT OF DIRECTOR AND DEPUTY 
DIRECTOR.-Section 304 of such Act (DC Code, 
sec. 1-2704) is amended to read as follows: 
"SEC. 304. DIRECTOR AND DEPUTY DIRECTOR; AP· 

POINTMENT; DUTIES; MEMBERSHIP 
IN BAR REQUIRED. 

"The Chief Judge of the United States Court 
of Appeals for the District of Columbia Circuit 
and the Chief Judge of the United States Dis
trict Court for the District of Columbia, in con
sultation with the persons described in subpara
graphs (B) through (D) of section 303(b)(l) and 
the Board of Trustees , shall appoint a Director 
and Deputy Director of the Service. The Direc
tor shall be responsible for the supervision and 
execution of the duties of the Service. The Dep
uty Director shall assist the Director and shall 
perform such duties as the Director may pre
scribe. The Director and Deputy Director shall 
be members of the bar of the District of Colum
bia. The Director of the District of Columbia Of
f ender Supervision, Defender and Courts Serv
ices Agency shall fix the compensation of the 
Director and the Deputy Director, but the com
pensation of the Director shall not exceed the 
compensation received by the United States At
torney for the District of Columbia.". 

(c) ANNUAL REPORT AND AUDIT.-Section 306 
of such Act (DC Code, sec. 1- 2706) is amended

(1) in subsection (a)-
( A) by striking "Board of Trustees" and in

serting "Director", and 
(B) by striking "and to the Mayor of the Dis

trict of Columbia" and inserting "to the Direc
tor of the District of Columbia Offender Super
vision, Defender and Courts Services Agency, 
and to the Office of Management and Budget"; 
and 

(2) in subsection (b)-
( A) by striking "Board of Trustees" and in

serting "Director"; and 
(B) by striking " the Administrative Office of 

the United States Courts" and inserting "the 
Director of the District of Columbia Offender 
Supervision, Defender and Courts Services 
Agency ' '. 

(d) APPROPRIATIONS.- Section 307 of such Act 
(DC Code, sec. 1-2707) is amended-

(1) by amending subsection (a) to read as fol
lows: 

" (a) There are authorized to be appropriated 
through the State Justice Institute in each fiscal 
year such sums as may be necessary to carry out 
the provisions of this chapter. Funds appro
priated by Congress for the District of Columbia 
Public Def ender Service shall be received by the 
Director of the District of Columbia Offender 
Supervision, Defender and Courts Services 
Agency, and shall be disbursed by that Director 
to and on behalf of the Service. The Service 
shall submit to the Director of the District of Co
lumbia Offender Supervision, Defender and 
Courts Services Agency, at the time and in the 
form prescribed by that Director, reports of its 
activities and financial position and its pro
posed budget."; and 

(2) in subsection (b), by striking "Upon ap
proval of the Board of Trustees, the" and in
serting "The" . 

CHAPTER 6-MISCELLANEOUS 
PROVISIONS 

SEC. 11281. TECHNICAL ASSISTANCE AND RE
SEARCH. 

There are authorized to be appropriated to the 
National Institute of Justice in each fiscal year 
(beginning with fiscal year 1998) such sums as 
may be necessary for the fallowing activities: 

(1) Research and demonstration projects, eval
uations, and technical assistance to assess and 
analyze the crime problem in the District of Co
lumbia , and to improve the ability of the crimi
nal justice and other systems and entities in the 
District of Columbia to prevent, solve, and pun
ish crimes. 

(2) The establishment of a locally-based cor
poration or institute in the District of Columbia 
supporting research and demonstration projects 
relating to the prevention, solution, or punish
ment of crimes in the District of Columbia, in
cluding the provision of related technical assist
ance. 
SEC. 11282. EXEMPTION FROM PERSONNEL AND 

BUDGET CEIUNGS FOR TRUSTEES 
AND RELATED AGENCIES. 

The Trustees described in sections 11202 and 
11232 and the activities and personnel of, and 
the funds allocated or otherwise available to, 
the Trustees and the agencies over which the 
Trustees exercise financial oversight pursuant to 
those sections, shall not be subject to any gen
eral personnel or budget limitations which oth
erwise apply to the District of Columbia govern
ment or its agencies in any appropriations act. 

Subtitle D-Privatization of Tax Collection 
and Administration 

SEC. 11301. FINDINGS. 
Congress finds as fallows: 
(1) The District of Columbia government has 

historically had a poor record of determining 
and collecting all revenue it is due under its rev
enue code. 

(2) The impact on the District's financial con
dition of poor administration and collection is 
significant and has contributed both to the size 
of its accumulated operating deficit and to the 
d·ifficulty in balancing the budget going for
ward. 

(3) More complete collection of taxes would 
not only increase District of Columbia revenues, 
but would give residents and businesses a sense 
of equity and that all were paying their fair 
share. 

(4) Once District tax processing and collection 
is competently managed it will be possible for 
the District government to accurately assess the 
true value of its many taxes and determine that 
some may be reduced or eliminated without a 
significant negative impact on revenues. 

(5) Any reduction or elimination of non-pro
ductive or counterproductive taxes or taxes 
which cost more to administer than they 
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produce in revenue would significantly improve 
the negative atmosphere surrounding the Dis
trict of Columbia tax system and its enforce
ment. 
SEC. 11302. AUTHORIZING CHIEF FINANCIAL OF

FICER TO PRIVATIZE TAX ADMINIS
TRATION AND COLLECTION. 

The Chief Financial Officer of the District of 
Columbia may enter into contracts with a pri
vate entity for the administration and collection 
of taxes of the District of Columbia. 
Subtitle E-Financing of District of Columbia 

Accumulated Deficit 
SEC. 11401. FINDINGS. 

Congress finds as fallows: 
(1) The District of Columbia government sold 

accumulated deficit financing bonds in 1991. 
(2) Between 1991 and the end of fiscal year 

1997 the District of Columbia government is ex
pected to accumulate an operating deficit in ex
cess of $500,000,000. 

(3) Requiring the District of Columbia budget 
for fiscal year 1998 to be balanced will ensure 
that no further addition is made to the accumu
lated operating deficit. 

(4) In every other example of an American city 
in financial crisis, a vital and necessary compo
nent of recovery was to finance the accumulated 
operating deficit. 

(5) Carrying forward an accumualted oper
ating deficit of more than $500,000,000 has a sig
nificant negative impact on the District of Co
lumbia's cash flow and financial condition and 
on its ability to improve its credit rating. 

(6) It is not feasible to carry' forward such a 
debt with an expectation of paying it off gradu
ally from future budget surpluses. 

(7) Financing the accumulated deficit would 
improve the District's cash management position 
and allow more normal cash management tech
niques. 
SEC. 11402. AUTHORIZATION FOR INTERMEDIATE

TERM ADVANCES OF FUNDS BY THE 
SECRETARY OF THE TREASURY TO 
LIQUIDATE THE ACCUMULATED GEN
ERAL FUND DEFICIT OF THE DIS
TRICT OF COLUMBIA 

Title VI of the District of Columbia Revenue 
Act of 1939 (DC Code, sec. 47-3401 et seq.) is 
amended-

(1) by redesignating sections 602 through 605 
as sections 603 through 606, respectively; and 

(2) by inserting after section 601 the following: 
"SEC. 602. INTERMEDIATE-TERM ADVANCES FOR 

LIQUIDATION OF DEFICIT. 
"(a) IN GENERAL.-lf the conditions in sub

section (b) are satisfied, the Secretary shall 
make an advance of funds from time to time, out 
of any money in the Treasury not otherwise ap
propriated and to the extent prov·ided in ad
vance in annual appropriations Acts, for the 
purpose of assisting the District government in 
liquidating the outstanding accumulated oper
ating deficit of the general fund of the District 
government existing as of September 30, 1997. 

"(b) CONDITIONS TO MAKING ANY INTER
MEDIATE-TERM ADVANCE.- The Secretary shall 
make an advance under this section if-

"(1) the Mayor delivers to the Secretary the 
following instruments, in form and substance 
satisfactory to the Secretary-

"( A) a financing agreement in which the 
Mayor agrees to procedures for requisitioning 
advances; 

"(B) a requisition for an advance under this 
section; and 

"(C) a promissory note evidencing the District 
government's obligation to reimburse the Treas
ury for the requisitioned advance, which note 
may be a general obligation bond issued under 
section 461(a) of the District of Columbia Self
Government and Governmental Reorganization 
Act by the District government to the Secretary 
if the Secretary determines that such a bond is 
satisfactory; 

" (2) the date on which the requisitioned ad
vance is requested to be made is not later than 
3 years from the date of enactment of the Bal
anced Budget Act of 1997; 

"(3) the District government delivers to the 
Secretary-

" ( A) evidence demonstrating to the satisfac
tion of the Secretary that, at the time of the 
Mayor's requisition for an advance, the District 
government is effectively unable to obtain credit 
in the public credit markets or elsewhere in suf
ficient amounts and on sufficiently reasonable 
terms to meet the District government's need for 
financing to accomplish the purpose described 
in subsection (a); and 

"(B) a schedule setting out the anticipated 
timing and amounts of requisitions for advances 
under this section; 

"(4) the Authority certifies to the Secretary 
that-

"(A) there is an approved financial plan and 
budget in effect under the District of Columbia 
Financial Responsibility and Management As
sistance Act of 1995 for the fiscal year in which 
the requisition is to be made; 

"(B) at the time that the Mayor's requisition 
for an advance is delivered to the Secretary, the 
District government is in compliance with the 
approved financial plan and budget; 

"(C) both the receipt of funds from such ad
vance and the reimbursement of Treasury for 
such advance are consistent with the approved 
financial plan and budget for the year; 

"(D) such advance will not adversely affect 
the financial stability of the District govern
ment; and 

"(E) at the time that the Mayor's requisition 
for an advance is delivered to the Secretary, the 
District government is effectively unable to ob
tain credit in the public credit markets or else
where in sufficient amounts and on sufficiently 
reasonable terms to meet the District govern
ment's need for financing to accomplish the pur
pose described in subsection (a); 

"(5) the Inspector General of the District of 
Columbia certifies to the Secretary the inf orma
tion described in subparagraphs (A) through (D) 
of paragraph (4), and in making this certifi
cation, the Inspector General may rely upon an 
audit conducted by an outside auditor engaged 
by the Inspector General under section 208(a)(4) 
of the District of Columbia Procurement Prac
tices Act of 1985 if, after reasonable inquiry, the 
Inspector General concurs in the findings of 
such audit; 

"(6) the Secretary determines that-
"( A) there is reasonable assurance of reim

bursement for the requisitioned advance; and 
"(B) the debt owed by the District government 

to the Treasury on account of the requisitioned 
advance will not be subordinate to any other 
debt owed by the District or to any other claims 
against the District; and 

"(7) the Secretary receives from such persons 
as the Secretary determines to be appropriate 
such additional certifications and opinions re
lating to such matters as the Secretary deter
mines to be appropriate. 

"(c) AMOUNT OF ANY INTERMEDIATE-TERM 
ADVANCE.-

"(]) IN GENERAL.-Except as provided in para
graph (3), if the conditions in paragraph (2) are 
satisfied, each advance made under this section 
shall be in the amount designated by the Mayor 
in the Mayor's requisition for such advance. 

" (2) CONDITIONS APPLICABLE TO DESIGNATED 
AMOUNT.-Paragraph (1) applies if-

"( A) the Mayor certifies that the amount des
ignated in the Mayor's requisition for such ad
vance is needed to accomplish the purpose de
scribed in subsection (a) within 30 days of the 
time that the Mayor's requisition is delivered to 
the Secretary; and 

"(B) the Authority concurs in the Mayor's 
certification under subparagraph (A). 

"(3) MAXIMUM AMOUNT.-Notwithstanding 
paragraph (1), the aggregate amount of all ad
vances made under this section shall not be 
greater than $300,000,000. 

" (d) MATURITY OF ANY INTERMEDIA'l'E-TERM 
ADVANCE.-

"(]) IN GENERAL-Except as provided in para
graphs (2) and (3), each advance made under 
this section shall mature on the date designated 
by the Mayor in the Mayor's requisition for 
such advance. 

"(2) LATEST PERMISSIBLE MATURITY DATE.
Notwithstanding paragraph (1), the maturity 
date for any advance made under this section 
shall not be later than 10 years from the date on 
which the ffrst advance under this section is 
made. 

"(4) SECRETARY'S RIGHT TO REQUIRE EARLY 
REIMBURSEMENT.-Notwithstanding paragraph 
(1), if the Secretary determines, at any time 
while any advance made under this section has 
not been fully reimbursed, that the District is 
able to obtain credit in the public credit markets 
or elsewhere in sufficient amounts and on suffi
ciently reasonable terms, in the judgment of the 
Secretary, to refinance all or a portion of the 
unpaid balance of such advance in the public 
credit markets or elsewhere without adversely 
affecting the financial stability of the District 
government, the Secretary may require reim
bursement for all or a portion of the unpaid bal
ance of such advance at any time after the Sec
retary makes the determination. 

"(e) INTEREST RATE.-Each advance made 
under this section shall bear interest at an an
nual rate equal to a rate determined by the Sec
retary at the time that the Secretary makes such 
advance taking into consideration the pre
vailing yield on outstanding marketable obliga
tions of the United States with remaining peri
ods to maturity comparable to the repayment 
schedule of such advance, plus 1/11 of 1 percent. 

"(f) OTHER TERMS AND CONDITIONS.- Each 
advance made under this section shall be on 
such other terms and conditions, including re
payment schedule, as the Secretary determines 
to be appropriate. 

"(g) DEPOSIT OF ADVANCES.-As provided in 
section 204(b) of the District of Columbia Finan
cial Responsibility and Management Assistance 
Act of 1995, advances made under this section 
for the account of the District government shall 
be deposited by the Secretary into an escrow ac
count held by the Authority.". 
SEC. 11403. CONFORMING AMENDMENTS. 

(a) AMENDMENT TO SECTION 601.- Section 601 
of the District of Columbia Revenue Act of 1939 
(DC Code, sec. 47-3401) is amended-

(1) in subsection (c)(2)(B)(i)(IV), by striking 
"602(b)" and inserting "603(b)"; and 

(2) in subsection (d)(2)(B)(iii), by striking 
"602(b)" and inserting "603(b)". 

(b) AMENDMENT TO SECTION 604.-Section 604 
of the District of Columbia Revenue Act of 1939 
(DC Code, sec. 47-3401 .3) is amended-

(1) in subsection (a)(2)( A)(i), by striking "602" 
and inserting "603"; and 

(2) in subsection (a)(2)(B)(i), by striking "602" 
and inserting "603". 
SEC. 11404. TECHNICAL CORRECTIONS. 

Section 601 of the District of Columbia Rev
enue Act of 1939 (DC Code, sec. 47-3401) is 
amended-

(1) in subsection (a)(3)(D), by striking "Sep
tember 30, 1995" and inserting " September 30, 
1996"; 

(2) in subsection (b)(2)(E), by striking " Sep
tember 30, 1996" and inserting "September 30, 
1997"; 

(3) in subsection (c)(2)(B)(i), by striking "Oc
tober 1, 1995" and inserting "September 30, 
1995"; 

(4) in subsection (d)(2)(B)('i)(Il), by striking 
"September 30, 1997" and inserting "September 
30, 1998"; 
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(5) in subsection (d)(2)(B)(ii)-
( A) by striking "September 30, 1995" and in

serting "October 1, 1995"; and 
(B) by striking "September 30, 1997" and in

serting " October 1, 1997"; and 
(6) in subsection (d)(2)(C)(iv), by striking . 

"September 30, 1997" and inserting "September 
30, 1998". 
SEC. 11405. AUTHORIZATION FOR ISSUANCE OF 

GENERAL OBLIGATION BONDS BY 
THE DISTRICT OF COLUMBIA TO FI
NANCE OR REFUND ITS ACCUMU· 
LATED GENERAL FUND DEFICIT. 

Section 461(a) of the District of Columbia Self
Government and Governmental Reorganization 
Act (DC Code, sec. 47-321(a)) is amended-

(1) in paragraph (1), by inserting "to finance 
or refund the outstanding accumulated oper
ating deficit of the general fund of the District 
of $500,000,000, existing as of September 30, 
1997," after "existing as of September 30, 1990, "; 
and 

(2) in paragraph (2), by inserting "existing as 
· of September 30, 1990" after "operating deficit". 

Subtitle F-District of Columbia Bond 
Financing Improvements 

SEC. 11501. SHORT TITLE. 
This subtitle may be cited as the ' 'District of 

Columbia Bond Financing Improvements Act of 
1997". 
SEC. 11602. FINDINGS. 

Congress finds as fallows: 
(1) The bond authorization provision of the 

District of Columbia Self-Government and Gov
ernmental Reorganization Act (commonly 
known as the "Home Rule Act") have not been 
updated to conform with changes in the munic
ipal securities marketplace. 

(2) The Home Rule Act unduly limits the abil
ity of the District to take advantage of cost sav
ings, investment opportunities, and other effi
ciencies generally available to municipal securi
ties issuers. 

(3) Section 461 of the Home Rule Act limits the 
ability of the District government to implement 
cost-effective capital planning to the extent that 
it does not permit the District access to interim 
capital finan.cing in anticipation of its periodic 
long-term borrowings. 

(4) Section 462 of the Home Rule Act prevents 
the reprogramming of unused bond proceeds 
from dormant projects to other pending , author
ized, and viable projects. 

(5) Section 466 of the Home Rule Act requires 
that the District undertake competitive bond 
sales even under circumstances in which greater 
efficiencies can be achieved through negotiated 
sales. 

(6) Section 490 of the Home Rule Act does not 
permit the issuance and sale of taxable and tax
exempt bonds for the full range of economic de
velopment and governmental purposes permitted 
the States and their political subdivisions. 
SEC. 11503. AMENDMENT TO SECTION 462 (RELAT

ING TO CONTENTS OF BORROWING 
LEGISLATION AND ELECTIONS ON 
ISSUING GENERAL OBLIGATION 
BONDS). 

Section 462(a) of the District of Columbia Self
Government and Governmental Reorganization 
Act (DC Code, sec. 47-322(a)) is amended to read 
as follows: 

"(a) The Council may by act authorize the 
issuance of general obligation bonds for the pur
poses specified in section 461. Such an Act shall 
contain, at least, provisions-

"(1) briefly describing the projects or cat
egories of projects to be financed by the Act; 

"(2) identifying the act authorizing each such 
project or category of projects; 

" (3) setting forth the maximum amount of the 
principal of the indebtedness which may be in
curred for the projects to be financed; 

"(4) setting forth the maximum rate of interest 
to be paid on such indebtedness; 

"(5) setting forth the maximum allowable ma
turity for the issue and the maximum debt serv
ice payable in any year; and 

" (6) setting forth, in the event that the Coun
cil determines in its discretion to submit the 
question of issuing such bonds to a vote of the 
qualified voters of the District, the manner of 
holding such election, the date of such election, 
the manner of voting for or against the incur
ring of such indebtedness, and the form of ballot 
to be used at such election.". 
SEC. 11504. AMENDMENT TO SECTION 466 (RELAT

ING TO PUBLIC OR NEGOTIATED 
SALE OF GENERAL OBLIGATION 
BONDS). 

Section 466 of the District of Columbia Self
Government and Governmental Reorganization 
Act (DC Code, sec. 47-326) is amended by strik
ing all after the heading and inserting the f al
lowing: 

"SEC. 466. General obligation bonds issued 
under this part may be sold at a private sale on 
a negotiated basis (in such manner as the 
Mayor may determine to be in the public inter
est), or may be sold at public sale upon sealed 
proposals after publication of a notice of such 
public sale at least once not less than 10 days 
prior to the date fixed for sale in a daily news
paper carrying municipal bond notices and de
voted primarily to financial news or to the sub
ject of State and municipal bonds published in 
the city of New York, New York, and in 1 or 
more newspapers of general circulation pub
lished in the District. Such notice of public sale 
shall state, among other things, that no pro
posal shall be considered unless there is depos
ited with the District as a down payment a cer
tified check, cashier's check, or surety for an 
amount equal to at least 2 percent of the par 
amount of general obligation bonds bid for, and 
the Mayor shall reserve the right to reject any 
and all bids. " 
SEC. 11505. AMENDMENT TO SECTION 467 (RELAT

ING TO AUTHORITY TO CREATE SE
CURITY INTERESTS IN DISTRICT 
REVENUES). 

Section 467 of the District of Columbia Self
Government and Governmental Reorganization 
Act (D.C. Code Sec. 47-326.1.) is amended by 
striking all after the heading and inserting the 
following: 

"SEC. 467. (a) IN GENERAL.- An act of the 
Council authorizing the issuance of general ob
ligation bonds or notes under section 461(a), sec
tion 471(a), section 472(a), or section 475(a) may 
create a security interest in any District reve
nues as additional security for the payment of 
the bonds or notes authorized by such act. 

"(b) CONTENTS OF ACTS.-Any such act cre
ating a security interest in District revenues 
may contain provisions (which may be part of 
the contract with the holders of such bonds or 
notes)-

"(1) describing the particular District reve
nues which are subject to such security interest; 

"(2) creating a reasonably required debt serv
ice reserve fund or any other special fund; 

"(3) authorizing the Mayor of the District to 
execute a trust indenture securing the bonds or 
notes; 

"(4) vesting in ·the trustee under such a trust 
indenture such properties, rights, powers, and 
duties in trust as may be necessary, convenient, 
or desirable; 

"(5) authorizing the Mayor of the District to 
enter into and amend agreements concerning-

" ( A) the custody, collection, use, disposition, 
security, investment , and payment of the pro
ceeds of the bonds or notes and the District rev
enues which are subject to such security inter
est; and 

"(B) the doing of any act (or the refraining 
from doing any act) that the District would 
have the right to do in the absence of such an 
agreement; 

" (6) prescribing the remedies of the holders of 
the bonds or notes in the event of a default; and 

"(7) authorizing the Mayor to take any other 
actions in connection with the issuance, sale, 
delivery, security, and payment of the bonds or 
notes. 

"(c) TIMING AND PERFECTION OF SECURITY IN
TERESTS.-Notwithstanding article 9 of title 28 
of the District of Columbia Code, any security 
interest in District revenues created under sub
section (a) shall be valid, binding, and perfected 
from the time such security interest is created, 
with or without the physical delivery of any 
funds or any other property and with or with
out any further action. Such security interest 
shall be valid, binding, and pert ected whether or 
not any statement, document, or instrument re
lating to such security interest is recorded or 
filed. The lien created by such security interest 
is valid, binding, and perfected with respect to 
any individual or legal entity having claims 
against the District, whether or not such indi
vidual or legal entity has notice of such lien. 

"(d) OBLIGATIONS AND EXPENDITURES NOT 
SUBJECT TO APPROPRIATION.-The fourth sen
tence of section 446 shall not apply to any obli
gation or expenditure of any District revenues 
to secure any general obligation bond or note 
under subsection (a). ''. 
SEC. 11506. AMENDMENT TO SECTION 472 (RELAT· 

ING TO BORROWING IN ANTICIPA
TION OF REVENUES). 

Section 472 of the District of Columbia Self
Government and Governmental Reorganization 
Act (DC Code, sec. 47-328) is amended by strik
ing all after the heading and inserting the fol
lowing: 

"SEC. 472. (a) IN GENERAL.-ln anticipation Of 
the collection or receipt of revenues for a fiscal 
year, the Council may by act authorize the 
issuance of general obligation notes for such fis
cal year, to be known as revenue anticipation 
notes. 

"(b) LIMIT ON AGGREGATE NOTES 0UT
STANDING.-The total amount of all revenue an
ticipation notes issued under subsection (a) out
standing at any time during a fiscal year shall 
not exceed 20 percent of the total anticipated 
revenue of the District for such fiscal year, as 
certified by the Mayor under this subsection. 
The Mayor shall certify, as of a date which oc
curs not more than 15 days before each original 
issuance of such revenue anticipation notes, the 
total anticipated revenue of the District for such 
fiscal year. 

"(c) PERMITTED OUTSTANDING DURATION.
Any revenue anticipation note issued under 
subsection (a) may be renewed. Any such note, 
including any renewal note, shall be due and 
payable not later than the last day of the fiscal 
year during which the note was originally 
issued. 

"(d) EFFECTIVE DATE OF AUTHORIZATION 
ACTS; PAYMENTS NOT SUBJECT TO AP PROP RIA- . 
TION.-

"(1) EFFECTIVE DATE.-Notwithstanding sec
tion 602(c)(l), any act of the Council author
izing the issuance of revenue anticipation notes 
under subsection (a) shall take effect-

"( A) if such act is enacted during a control 
year (as defined in section 305(4) of the District 
of Columbia Financial Responsibility and Man
agement Assistance Act of 1995), on the date of 
approval by the District of Columbia Financial 
Responsibility and Management Assistance Au
thority ; or 

"(B) if such act is enacted during any other 
year, on the date of enactment of such act. 

"(2) PAYMENTS NOT SUBJECT TO APPROPRJA
TION.-The fourth sentence of section 446 shall 
not apply to any amount obligated or expended 
by the District for the payment of the principal 
of, interest on, or redemption premium for any 
revenue anticipation note issued under sub
section (a). ". 
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SEC. 11507. ADDITION OF NEW SECTION 475 (RE· 

LATING TO GENERAL OBLIGATION 
BOND ANTICIPATION NOTES). 

(a) IN GENERAL.-Subpart 2 of part E of title 
IV of the District of Columbia Self-Government 
and Governmental Reorganization Act is 
amended by adding at the end the following 
new section: 

"BOND ANTICIPATION NOTES 
"SEC. 475. (a) AUTHORIZING ISSUANCE.-
"(1) IN GENERAL.-ln anticipation Of the 

issuance of general obligation bonds, the Coun
cil may by act authorize the issuance of general 
obligation notes to be known as bond anticipa
tion notes in accordance with this section. 

"(2) PURPOSES; PERMITTING ISSUANCE OF GEN
ERAL OBLIGATION BONDS TO COVER INDEBTED
NESS.-The proceeds of bond anticipation notes 
issued under this section shall be used for the 
purposes for which general obligation bonds 
may be issued under section 461, and such notes 
shall constitute indebtedness which may be re
funded through the issuance of general obliga
tion bonds under such section. 

"(b) MAXIMUM ANNUAL DEBT SERVICE 
AMOUNT.-The Act of the Council authorizing 
the issuance of bond anticipation notes shall set 
for th for the bonds anticipated by such notes an 
estimated maximum annual debt service amount 
based on an estimated schedule of annual prin
cipal payments and an estimated schedule of 
annual interest payments (based on an esti
mated maximum average annual interest rate 
for such bonds over a period of 30 years from the 
earlier of the date of issuance of the notes or the 
date of original issuance of prior notes in antici
pation of those bonds). Such estimated max
imum annual debt service amount as estimated 
at the time of issuance of the original bond an
ticipation notes shall be included in the calcula
tion required by section 603(b) while such notes 
or renewal notes are outstanding. 

"(c) PERMITTED OUTSTANDING DURATION.
Any bond anticipation note, including any re
newal note, shall be due and payable not later 
than the last day of the third fiscal year f al
lowing the fiscal year during which the note 
was originally issued. 
. "(d) GENERAL AUTHORITY OF COUNCJL.-If 
provided for in Act of the Council authorizing 
such an issue of bond anticipation notes, bond 
anticipation notes may be issued in succession, 
in such amounts, at such times, and bearing in
terest rates within the permitted maximum au
thorized by such Act. 

"(e) EFFECTIVE DATE OF AUTHORIZATION 
ACTS; PAYMENTS NOT SUBJECT TO APPROPRIA

. TION.-
"(1) EFFECTIVE DATE.-Notwithstanding sec

tion 602(c)(l), any act of the Council author
izing the renewal of bond anticipation notes 
under subsection (c) or the issuance of general 
obligation bonds under section 461(a) to refund 
any bond anticipation notes shall take effect-

"( A) if such act is enacted during a control 
year (as defined in section 305(4) of the District. 
of Columbia Financial Responsibility and Man
agement Assistance Act of 1995), on the date of 
approval by the District of Columbia Financial 
Responsibility and Management Assistance Au
thority; or 

"(B) if such act is enacted during any other 
year, on the date of enactment of such act. 

"(2) PAYMENT NOT SUBJECT TO APPROPRIA
TION.-The fourth sentence of 446 shall not 
apply to any amount obligated or expended by 
the District for the payment of the principal of, 
interest on, or redemption premium for any bond 
anticipation note issued under this section.". 

(b) CLERICAL AMENDMENT.-The table of con
tents for the District of Columbia Self-Govern
ment and Governmental Reorganization Act is 
amended by adding at the end of the items relat
ing to subpart 2 of part E of title IV the f al
lowing new item: 

"Sec. 475. Bond anticipation notes.". 
SEC. 11508. AMENDMENT TO SECTION 490 (RELAT· 

ING TO REVENUE BONDS AND 
OTHER OBUGATIONS).ca 

Section 490 of the District of Columbia Self
Government and Governmental Reorganization 
Act (DC Code, sec. 47-334), as amended by sec
tion 2 of the District of Columbia Water and 
Sewer Authority Act of 1996, is amended-

(1) in subsection (a)-
( A) by amending paragraphs (1) through (3) to 

read as fallows: 
"(a)(l) Subject to paragraph (2), the Council 

may by act or by resolution authorize the 
issuance of taxable and tax-exempt revenue 
bonds, notes, or other obligations to borrow 
money to finance, refinance, or reimburse and to 
assist in the financing, refinancing, or reimburs
ing of or for capital projects and other under
takings by the District or by any District instru
mentality, or on behalf of any qualified appli
cant, including capital projects or undertakings 
in the areas of housing; health facilities; transit 
and utility facilities; manufacturing; sports, 
convention, and entertainment facilities; recre
ation, tourism and hospitality facilities; facili
ties to house and equip operations of the Dis
trict government or its instrumentalities; public 
infrastructure development and redevelopment; 
elementary, secondary and college and univer
sity facilities; educational programs which pro
vide loans for the payment of educational ex
penses for or on behalf of students; facilities 
used to house and equip operations related to 
the study, development, application, or produc
tion of innovative commercial or industrial tech
nologies and social services; water and sewer fa
cilities (as defined in paragraph (5)); pollution 
control facilities; solid and hazardous waste dis
posal facilities; parking facilities, industrial and 
commercial development; authorized capital ex
penditures of the District; and any other prop
erty or project that will , as determined by the 
Council, contribute to the health, education, 
safety, or welfare, of, or the creation or preser
vation of jobs for, residents of the District, or to 
economic development of the District, and any 
facilities or property, real or personal, · used in 
connection with or supplementing any of the 
foregoing; lease-purchase financing of any of 
the foregoing facilities or property; and any 
costs related to the issuance, carrying, security, 
liquidity or credit enhancement of or for rev
enue bonds, notes, or other obligations, includ
ing, capitalized interest and reserves, and the 
costs of bond insurance, letters of credit, and 
guaranteed investment, forward purchase, re
marketing, auction, and swap agreements. Any 
such financing, refinancing , or reimbursement 
may be effected by loans made directly or indi
rectly to any individual or legal entity, by the 
purchase of any mortgage, note, or other secu
rity , or by the purchase, lease, or sale of any 
property. 

"(2) Any revenue bond, note, or other obliga
tion issued under paragraph (1) shall be a spe
cial obligation of the District and shall be a ne
gotiable instrument, whether or not such rev
enue bond, note, or other obligation is a security 
as defined in section 28:8-102(1)(a) of title 28 of 
the District of Columbia Code. 

"(3) Any revenue bond, note, or other obliga
tion issued under paragraph (1) shall be paid 
and secured (as to principal, interest, and any 
premium) as provided by the act or resolution of 
the Council authorizing the issuance of such 
revenue bond, note, or other obligation. Any act 
or resolution of the Council, or any delegation 
of Council authority under subsection (a)(6), 
authorizing the issuance of revenue bonds, 
notes, or other obligations may provide for (A) 
the payment of such revenue bonds, notes, or 
other obligations from any available revenues, 
assets, property (including water and sewer en-

terprise fund revenues, assets, or other property 
in the case of bonds, notes, or obligations issued 
with respect to water and sewer facilities), and 
(B) the securing of such revenue bond, note, or 
other obligation by the mortgage of real prop
erty or the creation of a security interest in 
available revenues, assets, or other property (in
cluding water and sewer enterprise fund reve
nues, assets, or other property in the case of 
bonds, notes, or obligations issued with respect 
to water and sewer facilities)." , 

(B) by amending paragraph (4)(A) to read as 
follows: 

"(4)(A) In authorizing the issuance of any 
revenue bond, note, or other obligation under 
paragraph (1), the Council may enter into, or 
authorize the Mayor to enter into, any agree
ment concerning the acquisition, use, or disposi
tion of any available revenues, assets, or prop
erty. Any such agreement may create a security 
interest in any available revenues, assets, or 
property, may provide for the custody, collec
tion, security, investment, and payment of any 
available revenues (including any funds held in 
trust) for the payment of such revenue bond, 
note, or other obligation, may mortgage any 
property, may provide for the acquisition, con
struction, maintenance, and disposition of the 
undertaking financed or refinanced using the 
proceeds of such revenue bond, note, or other 
obligation, and may provide for the doing of 
any act (or the refraining from doing of any 
act) which the District has the right to do in the 
absence of such agreement. Any such agreement 
may be assigned for the benefit of, or made a 
part of any contract with , any holder of such 
revenue bond, note, or other obligation issued 
under paragraph (1). ", and 

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

"(6)(A) The Council may by act delegate to 
any District instrumentality the authority of the 
Council under subsection (a)(l) to issue taxable 
or tax-exempt revenue bonds, notes, or other ob
ligations to borrow money for the purposes spec
ified in this subsection. For purposes of this 
paragraph, the Council shall specify for what 
undertakings revenue bonds, notes, or other ob
ligations may be issued under each delegation 
made pursuant to this paragraph . Any District 
instrumentality may exercise the authority and 
the powers incident thereto delegated to it by 
the Council as described in the first sentence of 
this paragraph only in accordance with this 
paragraph and shall be consistent with this 
paragraph and the terms of the delegation. 

"(B) Revenue bonds, notes, or other obliga
tions issued by a District instrumentality under 
a delegation of authority described in subpara
graph (A) shall be issued by resolution of that 
instrumentality, and any such resolution shall 
not be considered to be an act of the Council . 

"(C) Nothing in this paragraph shall be con
strued as restricting, impairing, or superseding 
the authority otherwise vested by law in any 
District instrumentality.''; 

(2) by amending subsection (b) to read as fol
lows: 

"(b) No property owned by the United States 
may be mortgaged or made subject to any secu
rity interest to secure any revenue bond, note, 
or other obligation issued under subsection 
(a)(l) . "; 

(3) by amending subsection (c) to read as fol
lows: 

"(c) Any and all such revenue bonds, notes, 
or other obligations issued under subsection 
(a)(l) shall not be general obligations of the Dis
trict, shall not be a pledge of or involve the faith 
and credit or taxing power of the District (other 
than with respect to any dedicated taxes) and 
shall not constitute a debt of ·the District, and 
shall not constitute lending of the public credit 
for private undertakings for purposes of section 
602(a)(2). "; 
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(4) by amending subsection (f) to read as fol

lows: 
"(f) The fourth sentence of section 446 shall 

not apply to-
"(1) any amount (including the amount of 

any accrued interest or premium) obligated or 
expended from the proceeds of the sale of any 
revenue bond, note, or other obligations issued 
under subsection (a)(l); 

"(2) any amount obligated or expended for the 
payment of the principal of, interest on, or any 
premium for any revenue bond, note, or other 
obligation issued under subsection (a)(l); 

"(3) any amount obligated or expended pursu
ant to provisions made to secure any revenue 
bond, note, or other obligations issued under 
subsection (a)(l); and 

"(4) any amount obligated or expended pursu
ant to commitments made in connection with the 
issuance of revenue bonds, notes, or other obli
gations for repair, maintenance, and capital im
provements relating to undertakings financed 
through any revenue bond, note, or other obli
gation issued under subsection (a)(l). ";and 

(5) by adding at the end the following new 
subsections: 

"(i) The revenue bonds, notes, or other obliga
tions issued under subsection (a)(l) are not gen
eral obligation bonds of the District government 
and shall not be included in determining the ag
gregate amount of all outstanding obligations 
subject to the limitation specified in section 
603(b). 

"(j) The issuance of revenue bonds, notes, or 
other obligations f]y the District where the ulti
mate obligation to repay such revenue bonds, 
notes, or other obligations is that of one or more 
non-governmental persons or entities may be au
thorized by resolution of the Council. The 
issuance of all other revenue bonds, notes, or 
other obligations by the District shall be author
ized by act of the Council. 

"(k) During any control period (as defined in 
section 209 of the District of Columbia Financial 
Responsibility and Management Assistance Act 
of 1995), any act or resolution of the Council au
thorizing the issuance of revenue bonds, notes, 
or other obligations under subsection (a)(l) shall 
be submitted to the District of Columbia Finan
cial Responsibility and Management Assistance 
Authority for certification in accordance with 
section 204 of that Act. Any certification issued 
by the Authority during a control period shall 
be effective for purposes of this subsection for 
revenue bonds, notes, or other obligations issued 
pursuant to such act or resolution of the Coun
cil whether the revenue bonds, notes, or other 
obligations are issued during or subsequent to 
that control period. 

"(l) The fallowing provisions of law shall not 
apply with respect to property acquired, held, 
and disposed of by the District in accordance 
with the terms of any lease-purchase financing 
authorized pursuant to subsection (a)(l): 

"(1) The Act entitled 'An Act authorizing the 
sale of certain real estate in the District of Co
lumbia no longer required for public purposes', 
approved August 5, 1939 (53 Stat. 1211; DC Code 
sec. 9-401 et seq.). 

"(2) Subchapter III of chapter 13 of title 16, 
District of Columbia Code. 

"(3) Any other provision of District of Colum
bia law that prohibits or restricts lease-purchase 
financing. 

"(m) For purposes of this section, the fol
lowing defin'itions shall apply: 

"(1) The term 'revenue bonds, notes, or other 
obligations' means special fund bonds, notes, or 
other obligations (including refunding bonds, 
notes, or other obligations) used to borrow 
money to finance, assist in financing, refinance, 
or repay, restore or reimburse moneys used for 
purposes referred to in subsection (a)(l) the 
principal of and interest, if any, on which are 

to be paid and secured in the manner described 
in this section and which are special obligations 
and to which the full faith and credit of the 
District of Columbia is not pledged. 

"(2) The term 'District instrumentality' means 
any agency or instrumentality (including an 
independent agency or instrumentality), author
ity, commission, board, department, division, of
fice, body, or officer of the District of Columbia 
government duly established by an act of the 
Council or by the laws of the United States, 
whether established before or after the date of 
enactment of the District of Columbia Bond Fi
nancing Improvements Act of 1997. 

"(3) The term 'available revenues' means gross 
revenues and receipts, other than general fund 
tax receipts, lawfully available for the purpose 
and not otherwise exclusively committed to an
other purpose, including enterprise funds, 
grants, subsidies, contributions, fees, dedicated 
taxes and fees, investment income and proceeds 
of revenue bonds, notes, or other obligations 
issued under this section. 

"(4) The term 'enterprise fund' means a fund 
or account for operations that are financed or 
operated in a manner similar to private business 
enterprises, or established so that separate de
terminations may more readily be made periodi
cally of revenues earned, ·expenses incurred, or 
net income for management control, account
ability, capital maintenance, public policy, or 
other purposes. 

"(5) The term 'dedicated taxes and fees' means 
taxes and surtaxes, portions thereof, tax incre
ments, or payments in lieu of taxes, and fees 
that are dedicated pursuant to law to the pay
ment of the debt service on revenue bonds, 
notes, or other obligations authorized under this 
section, the provision and maintenance of re
serves for that purpose, or the provision of 
working capital for or the maintenance, repair, 
reconstruction or improvement of the under
taking to which the revenue bonds, notes, or 
other obligations relate. 

"(6) The term 'tax increments' means taxes, 
other than the special tax provided for in sec
tion 481 and pledged to the payment of general 
obligation indebtedness of the District, allocable 
to the increase in taxable value of real property 
or the increase in sales tax receipts, each from 
a certain date or dates, in prescribed areas, to 
the extent that such increases are not otherwise 
exclusively committed to another purpose and as 
further provided for pursuant to an act of the 
Council.". 
SEC. 11509. CONFORMING AMENDMENT. 

The fourth sentence of section 446 of the Dis
trict of Columbia Self-Government and Govern
mental Reorganization Act (DC Code, sec. 47-
304) is amended to read as fallows: ''Except as 
provided in section 467(d), section 471(c), section 
472(d)(2), section 475(e)(2), section 483(d), and 
section 490(!), (g), and (h)(3), no amount may be 
obligated or expended by any officer or em
ployee of the District of Columbia government 
unless such amount has been approved by Act 
of Congress, and then only according to such 
Act.". 
Subtitle G-District of Columbia Government 

Budget 
SEC. 11601. ELIMINATION OF THE ANNUAL FED· 

ERAL PAYMENT TO THE DISTRICT OF 
COLUMBIA 

(a) ELIMINATION OF PAYMENT.-
(}) IN GENERAL.-Title v Of the District Of Co

lumbia Self-Government and Governmental Re
organization Act (DC Code, sec. 47-3406 et seq.) 
is hereby repealed. 

(2) CLERICAL AMENDMENT.-The table of con
tents of such Act is amended by striking the 
items relating to title V. 

(b) CONFORMING AMENDMENTS.-
(}) HOME RULE ACT.-The District of Columbia 

Self-Government and Governmental Reorganiza
tion Act is amended as follows: 

(A) In section 103(10) (DC Code, sec. 1-
202(10)), by striking "the annual Federal pay
ment to the District authorized under title V, ". 

(B) In section 483 (DC Code, sec. 47-331.2), by 
striking subsection (c). 

(C) In section 603(c) (DC Code, sec. 47-313(c)), 
by striking the fourth sentence. 

(D) In section 603(!)(1) (DC Code, sec. 47-
313(f)(l)), by striking "(other than the fourth 
sentence)". 

(2) FINANCIAL RESPONSIBILITY AND MANAGE
MENT ASSISTANCE ACT.-The District Of Columbia 
Financial Responsibility and Management As
sistance Act of 1995 is amended-

( A) by striking section 205 (DC Code, sec. 47-
392.5); and 

(B) in the table of contents for such Act, by 
striking the item relating to section 205. 

(3) PROCUREMENT PRACTICES ACT.-Section 
208(a)(2) of the District of Columbia Procure
ment Practices Act of 1985 (DC Code, sec. 1-
1182.8(a)(2)) is amended-

(1) by striking subparagraph (B); 
(2) by redesignating subparagraph (C) as sub

par.agraph (B); and 
(3) in subparagraph (B), as so redesignated , 

by striking "Amounts deposited in the dedicated 
fund described in subparagraph (B)" and in
serting "Amounts appropriated for the Inspector 
General". 

(4) DISTRICT OF COLUMBIA REVENUE ACT OF 
1939.-The District of Columbia Revenue Act of 
1939 (DC Code, sec. 47-3401 et seq.) is amended 
as follows: 

(A) In section 603(b) (as redesignated by sec
tion 11402)-

(i) in paragraph (5), by adding "and" at the 
end; 

(ii) in paragraph (6), by striking "; and" and 
inserting a period; and 

(iii) by striking paragraph (7). 
(B) In section 603(c) (as redesignated by sec

tion 11402), by amending subparagraph (C) to 
read as fallows: 

"(C) APPLICABLE LIMIT DEFTNED.-In this 
paragraph, the 'applicable limit' for a fiscal 
year is equal to 15 percent of the total antici
pated revenues of the District government for 
such fiscal year, as certified by the Mayor at 
the time of the Mayor's requisition for an ad
vance.". 

(C) In section 605(b) (as redesignated by sec
tion 11402)-

(i) by striking paragraph (1) and redesig
nating paragraphs (2) through (4) as para
graphs (1) through (3); 

(ii) in paragraph (1) (as so redesignated), by 
striking "OTHER" in the heading; 

(iii) in paragraph (1) (as so redesignated), by 
striking "If, after" and all that follows through 
"the Secretary" and inserting "The Secretary"; 

(iv) in paragraph (1) (as so redesignated), by 
striking "to individuals," and inserting "to in
dividuals (including any Federal contribution 
authorized to be appropriated pursuant to sec
tion 11601(c)(2) of the Balanced Budget Act of 
1997),"; 

(v) in paragraph (2) (as so redesignated), by 
striking "paragraphs (1) and (2)" and inserting 
"paragraph (1) "; and 

(vi) in paragraph (3) (as so redesignated), by 
striking "(1) through (3)" and inserting "(1) 
and (2)". 

(c) FEDERAL CONTRIBUTION TO OPERATIONS OF 
GOVERNMENT OF NATION'S CAPITAL.-

(}) FINDINGS.-Congress finds as follows: 
(A) Congress has restricted the overall size of 

the District of Columbia's economy by limiting 
the height of buildings in the District and im
posing other limitations relating to the Federal 
presence in the District . 

(B) Congress has imposed limitations on the 
District's ability to tax income earned in the 
District of Columbia. 
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(C) The unique status of the District of Co

lumbia as the seat of the government of the 
United States imposes unusual costs and re
quirements which are not imposed on other ju
risdictions and many of which are not directly 
reimbursed by the Federal government. 

(D) These factors play a significant role in 
causing the relative tax burden on District resi
dents to be greater than the burden on residents 
in other jurisdictions in the Washington, D.C. 
metropolitan area and in other cities of com
parable size. 

(2) FEDERAL CONTRIBUTION.-There is author
ized to be appropriated a Federal contribution 
towards the costs of the operation of the govern
ment of the Nation's capital-

( A) for fiscal year 1998, $190,000,000; and 
(B) for each subsequent fiscal year, such 

amount as may be necessary for such contribu
tion. 
In determining the amount appropriated pursu
ant to the authorization under this paragraph, 
Congress shall take into account the findings 
described in paragraph (1). 
SEC. 11602. REQUIREMENT THAT THE DISTRICT 

OF COLUMBIA BALANCE ITS BUDGET 
IN FY 1998. 

(a) JN GENERAL.-Section 201(c)(l) of the Dis
trict of Columbia Financial Responsibility and 
Management Assistance Act of 1995 is amend
ed-

(1) in subparagraph (A), by striking "1999" 
and inserting "1998"; and 

(2) in subparagraph (B), by striking "1996, 
1997, and 1998," and inserting "1996 and 1997, ". 

(b) CONFORMING AMENDMENT.-Section 603(f) 
of the District of Columbia Self-Government and 
Governmental Reorganization Act (DC Code, 
sec. 47-313(f)) is amended by striking "Act of 
1995)-" and all that follows through "(2) the 
Council" and inserting "Act of 1995), the Coun
cil". 
SEC. 11603. PERMITTING EXPEDITED SUBMISSION 

AND APPROVAL OF CONSENSUS 
BUDGET AND FINANCIAL PLAN. 

(a) FJNDINGS.-Congress finds the following: 
(1) The District of Columbia Financial Re

sponsibility and Management Assistance Act 
(hereafter in this subsection referred to as the 
''Act'') was structured as to preserve the max
imum prerogatives of each branch of elected 
self-government consistent with returning the 
District of Columbia to full financial stability 
and health. 

(2) The Act was intended to eliminate unnec
essary bureaucratic barriers and procedures 
throughout the District government, including 
the budget process. 

(3) Preservation of home rule and self-govern
ment are consistent with cooperation between 
elected officials and the Authority in drawing 
the annual budget and other matters affecting 
the District of Columbia government, and are 
preferable to achieve greater efficiency, commu
nication among the parties, and avoidance of 
conflict and delay. 

(b) IN GENERAL.- Section 202 of the District Of 
Columbia Financial Responsibility and Manage
ment Assistance Act of 1995 is amended by add
ing at the end the fallowing new subsection: 

"(i) EXPEDITED SUBMISSION AND APPROVAL OF 
CONSENSUS BUDGET AND FINANCIAL PLAN.-Not
withstanding any other provision of this sec
tion, if the Mayor, the Council, and the Author
ity jointly develop a financial plan and budget 
for the fiscal year which meets the requirements 
applicable under section 201 and which the 
Mayor, Council, and Authority certify rej1ects a 
consensus among them-

" (I) such financial plan and budget shall 
serve as the budget of the District government 
for the fiscal year adopted by the Council under 
section 446 of the District of Columbia Self-Gov
ernment and Governmental Reorganization Act; 
and 

"(2) the Mayor shall transmit the financial 
plan and budget to the President and Congress 
under such section.''. 

(c) EFFECTIVE DATE.-The amendment made 
by subsection (b) shall apply with respect to fis
cal years beginning with fiscal year 1998. 
SEC. 11604. INCREASE IN MAXIMUM AMOUNT OF 

PERMITTED DISTRICT BORROWING. 
Section 603(b) of the District of Columbia Self

Government and Governmental Reorganization 
Act (DC Code, sec. 47-313(b)) is amended by 
striking "14 per centum" each place it appears 
in paragraph (1) and paragraph (3) and insert
ing "17 percent". 

Subtitle H-Miscellaneous Provisions 
CHAPTER I-REGULATORY REFORM IN 

THE DISTRICT OF COLUMBIA 
SEC. 11701. REVIEW AND REVISION OF REGULA· 

TIONS AND PERMIT AND APPLICA
TION PROCESSES. 

(a) REVIEW OF CURRENT REGULATJONS BY AU
THORITY.-

(1) I N GENERAL.-Not later than 6 months 
after the date of the enactment of this title, the 
District of Columbia Financial Responsibility 
and Management Assistance Authority shall 
complete a review of regulations of the District 
of Columbia in effect as of the date of the enact
ment of this title and analyze the extent to 
which such regulations unnecessarily and inap
propriately impair economic development in the 
District of Columbia and the financial stability 
and management efficiency of the District of Co
lumbia government. To the greatest extent pos
sible, such review shall take into account the 
work and recommendations of the Business Reg
ulatory Reform Commission pursuant to the 
Business Regulatory Reform Commission Act of 
1994 (DC Code, sec. 2-4101 et seq.) and other ex
isting and ongoing public and private regu
latory reform efforts. The Authority shall trans
mit the findings of its review to the Mayor, 
Council, and Congress. 

(2) REVJSJON.-Based on the review conducted 
under paragraph (1) and taking into account 
actions by the Council and the Executive 
Branch of the District of Columbia government, 
the Authority shall take such additional actions 
as it considers appropriate to repeal or revise 
the regulations of the District of Columbia, in 
accordance with (and subject to the terms and 
conditions described in) section 207 of the Dis
trict of Columbia Financial Responsibility and 
Management Assistance Act of 1995. 

(b) SURVEY AND REVISION OF PERMIT AND AP
PLICATION PROCESSES.-

(1) IN GENERAL.-Not later than 6 months 
after the date of the enactment of this title, the 
Authority shall complete a review of the current 
processes of the District of Columbia for obtain
ing permits and applications of all types and 
analyze the extent to which such processes and 
their completion times vary from the processes 
applicable in other jurisdictions. To the greatest 
extent possible, such review shall take into ac
count the work and recommendations of the 
Business Regulatory Reform Commission pursu
ant to the Business Regulatory Ref arm Commis
sion Act of 1994 (DC Code, sec. 2-4101 et seq.) 
and other existing and ongoing public and pri
vate regulatory reform efforts. The Authority 
shall transmit the findings of its review to the 
Mayor, Council, and Congress. 

(2) REVISJON.-Based on the review conducted 
under paragraph (1) and taking into account 
actions by the Council and the Executive 
Branch of the District of Columbia government, 
the Authority shall take such additional actions 
as it considers appropriate to repeal or revise 
the permit and application processes (and their 
completion times) of the District of Columbia, in 
accordance with (and subject to the terms and 
conditions described in) section 207 of the Dis
trict of Columbia Financial Responsibility and 

Management Assistance Act of 1995. In carrying 
out such repeals or revisions, the Authority 
shall seek to ensure that the average time re
quired to obtain a permit or application from the 
District of Columbia is consistent with the aver
age time for other similar jurisdictions in the 
United States. 

(c) REPORTS TO CONGRESS.-Upon the expira
tion of the 6-month period which begins on the 
date of the enactment of this title and on a 
quarterly basis thereafter, the Authority shall 
submit a report to Congress describing the steps 
taken to carry out the requirements of this sec
tion and the effectiveness of the regulatory, per
mit, and application processes of the District of 
Columbia. 
SEC. 11702. REPEAL OF CLEAN AIR COMPLIANCE 

FEE ACT OF 1994. 
(a) REPEAL.-
(1) IN GENERAL.-Effective March 21, 1995, the 

Clean Air Compliance Fee Act of 1994 is hereby 
repealed (DC Code, sec. 47-2731 et seq.), except 
as provided in subsection (b). 

(2) CONFORMING AMENDMENT.- Section 2(b)(2) 
of the Stable and Reliable Source of Revenues 
for WMATA Act of 1982 (DC Code, sec. 1-
2466(b)(2)) is amended by striking subparagraph 
(H). 

(b) EXCEPTION FOR PROVISIONS EXEMPTING 
DELIVERY OF NEWSPAPERS FROM APPLICATION 
OF CERTAIN TAXES.-Subsection (a) shall not 
apply to section 14 of the Clean Air Compliance 
Fee Act of 1994. 
SEC. 11703. REPEAL REQUIREMENT FOR CON· 

GRESSIONAL ACJTHORIZATION OF 
CERTAIN MERGERS INVOLVING DIS· 
TRICT OF COLUMBIA PUBLIC UTIL· 
ITY CORPORATIONS. 

Section 11 of the Act of March 4, 1913 (37 Stat. 
1006; DC Code, sec. 43-802) is hereby repealed. 
SEC. 11704. EXEMPTION OF CERTAIN CONTRACTS 

FROM COUNCIL REVIEW. 
(a) IN GENERAL.-Section 451 of the District of 

Columbia Self-Government and Governmental 
Reorganization Act (sec. 1-1130, D.C. Code) is 
amended by adding at the end the following 
new subsection: 

"(d) EXEMPTION FOR CERTAIN CONTRACTS.
The requirements of this section shall not apply 
with respect to any of the following contracts: 

"(1) Any contract entered into by the Wash
ington Convention Center Authority for 
preconstruction activities, project management, 
design, or construction. 

"(2) Any contract entered into by the District 
of Columbia Water and Sewer Authority estab
lished pursuant to the Water and Sewer Author
ity Establishment and Department of Public 
Works Reorganization Act of 1996, other than 
contracts for the sale or lease of the Blue Plains 
Wastewater Treatment Plant. 

"(3) At the option of the Council, any con
tract for a highway improvement project carried 
out under title 23, United States Code.". 

(b) EFFECTIVE DATE.-The amendment made 
by subsection (a) shall apply with respect to 
contracts entered into on or after the date of the 
enactment of this title. 

CHAPTER 2-0THER MISCELLANEOUS 
PROVISIONS 

SEC. 11711. REVISIONS TO FINANCIAL RESPONSI· 
BILITY AND MANAGEMENT ASSIST· 
ANCEACT. 

(a) USE OF INTEREST ON ACCOUNTS OF AU
THORITY FOR BENEFIT OF DISTRICT.-Section 106 
of the District of Columbia Financial Responsi
bility and Management Assistance Act of 1995 
(DC Code, sec. 47- 391.6) is amended by adding 
at the end the fallowing new subsection: 

"(d) USE OF INTEREST ON ACCOUNTS FOR DIS
TRICT.-

"(1) IN GENERAL.-Notwithstanding any other 
provision of this Act, the Authority may trans~ 
fer or otherwise expend any amounts derived 
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from interest earned on accounts held by the 
Authority on behalf of the District of Columbia 
for such purposes as it considers appropriate to 
promote the economic stability and management 
efficiency of the District government. 

"(2) SPENDING NOT SUBJECT TO APPROPRIATION 
BY CONGRESS.-Notwithstanding subsection 
(a)(3), any amounts transferred or otherwise ex
pended pursuant to paragraph (1) may be obli
gated or expended without approval by Act of 
Congress.". 

(b) APPOINTMENT OF INSPECTOR GENERAL.
Section 303(e)(l) of such Act (DC Code, sec. 1-
1182.8 note) is amended by striking "the Author
ity" and inserting "the Mayor". 
SEC. 11712. COOPERATIVE AGREEMENTS BE

TWEEN FEDERAL AGENCIES AND 
METROPOLITAN POLICE DEPART
MENT. 

(a) AGREEMENTS.-Each covered Federal law 
enforcement agency may enter into a coopera
tive agreement with the Metropolitan Police De
partment of the District of Columbia to assist 
the Department in carrying out crime preven
tion and law enforcement activities in the Dis
trict of Columbia, including taking appropriate 
action to enforce subsection (e) (except that 
nothing in such an agreement may be construed 
to grant authority to the United States to pros
ecute violations of subsection (e)). 

(b) CONTENTS OF AGREEMENT.-An agreement 
entered into between a covered Federal law en
forcement agency and the Metropolitan Police 
Department pursuant to this section may in
clude agreements relating to-

(1) sending personnel of the agency on patrol 
in areas of the District of Columbia which imme
diately surround the area of the agency's juris
diction, and granting personnel of the agency 
the power to arrest in such areas; 

(2) sharing and donating equipment and sup
plies with the Metropolitan Police Department; 

(3) operating on shared radio frequencies with 
the Metropolitan Police Department; 

(4) permitting personnel of the agency to carry 
out processing and papering of suspects they ar
rest in the District of Columbia; and 

(5) such other items as the agency and the 
Metropolitan Police Department may agree to 
include in the agreement. 

(C) COORDINATION WITH U.S. ATTORNEY'S OF
FJCE.-Agreements entered into pursuant to this 
section shall be coordinated in advance with the 
United States Attorney for the District of Co
lumbia. 

(d) COVERED FEDERAL LAW ENFORCEMENT 
AGENCIES DESCRIBED.-ln this section, the term 
"covered Federal law enforcement agency" 
means any of the following: 

(1) United States Capitol Police . 
(2) United States Marshals Service. 
(3) Library of Congress Police. 
(4) Bureau of Engraving and Printing Police 

Force. 
(5) Supreme Court Police. 
(6) Amtrak Police Department. 
(7) Department of Protective Services, United 

States Holocaust Museum. 
(8) Government Printing Office Police. 
(9) United States Park Police. 
(10) Bureau of Alcohol, Tobacco, and Fire-

arms. 
(11) Drug Enforcement Administration. 
(12) Federal Bureau of Investigation. 
(13) Criminal Investigation Division, Internal 

Revenue Service. 
(14) Department of the Navy Police Division, 

Naval District Washington. 
(15) Naval Criminal Investigative Service. 
(16) 11th Security Police Squadron, Bolling 

Air Force Base. 
(17) United States Army Military District of 

Washington. 
(18) United States Customs Service. 
(19) Immigration and Naturalization Service. 

(20) Postal inspection Service, United States 
Postal Service. 

(21) Un if armed Division, United States Secret 
Service. 

(22) United States Secret Service. 
(23) National Zoological Park Police. 
(24) Federal Protective Service, General Serv

ices Administration, National Capital Region. 
(25) Defense Protective Service, Department of 

Defense Washington Headquarters Services. 
(26) Office of Protective Services, Smithsonian 

institution. 
(27) Office of Protective Services, National 

Gallery of Art. 
(28) United States Army Criminal Investiga

tion Command, Department of the Army Wash
ington District, 3rd Military Police Group. 

(29) Marine Corps Law Enforcement. 
(30) Department of State Diplomatic Security. 
(31) United States Coast Guard. 
(32) United States Postal Police. 
(e) CERTAIN PROHIBITED ACTIVITY.-Effective 

with respect to conduct occurring on or after the 
date of the enactment of this title, whoever in 
the District of Columbia knowingly and will
fully obstructs any bridge connecting the Dis
trict of Columbia and the Commonwealth of Vir
ginia-

(1) shall be fined not less than $1,000 and not 
more than $5,000, and in addition may be im
prisoned not more than 30 days; or 

(2) if applicable, shall be subject to prosecu
tion by the District of Columbia under the provi
sions of District law and regulation amended by 
the Safe Streets Anti-Prostitution Amendment 
Act of 1996 (D.C. Law 11-130). 
SEC. 11713. PERMITTING GARNISHMENT OF 

WAGES OF OFFICERS AND EMPLOY
EES OF DISTRICT OF COLUMBIA 
GOVERNMENT. 

Section 2 of D.C. Law 2-14 (DC Code, sec. 1-
516) is amended-

(1) by striking "After July 25" and inserting 
"(a) After July 25"; and 

(2) by adding at the end the fallowing new 
subsection: 

"(b) After October 1, 1997, wages salaries, an
nuities, retirement and disability benefits, and 
other remuneration based upon employment, or 
other income owed by, due from, and payable by 
the government of the District of Columbia to 
any individual shall be subject to attachment, 
garnishment, assignment, or withholding in ac
cordance with subchapter III of chapter 5 of 
title 16 of the District of Columbia Code in the 
same manner and to the same extent as if the 
government of the District of Columbia were a 
private person.". 
SEC. 11714. PERMITTING EXCESS APPROPRIA

TIONS BY WATER AND SEWER AU
THORITY FOR CAPITAL PROJECTS. 

(a) IN GENERAL.- Section 445A of the District 
of Columbia Self-Government and Governmental 
Reorganization Act (DC Code, sec. 43-1691), as 
added by section 4(a) of the District of Columbia 
Water and Sewer Authority Act of 1996, is 
amended-

(1) by striking "The District" and inserting 
"(a) IN GENERAL.-The District"; and 

(2) by adding at the end the fallowing new 
subsection: 

"(b) PERMITTING EXPENDITURE OF EXCESS 
REVENUES FOR CAPITAL PROJECTS IN EXCESS OF 
BUDGET.-Notwithstanding the amount appro
priated for the District of Columbia Water and 
Sewer Authority for capital projects for a fiscal 
year, if the revenues of the Authority for the 
year exceed the estimated revenues of the Au
thority provided in the annual budget of the 
District of Columbia for the fiscal year, the Au
thority may obligate or expend an additional 
amount for capital projects during the year 
equal to the amount of such excess revenues.". 

(b) CONFORMING AMENDMENT.-The fourth 
sentence of section 446 of such Act (DC Code, 

sec. 47-304), as amended by section 2(c)(2) of the 
District of Columbia Water and Sewer Authority 
Act of 1996, is amended by striking "in section 
467(d)" and inserting "in section 44SA(b), sec
tion 467(d) ". 

(C) EFFECTIVE DATE.- The amendments made 
by this section shall apply with respect to fiscal 
years beginning on or after October 1, 1996. 
SEC. 11715. REQUIRING CERTAIN FEDERAL OFFI

CIALS TO PROVIDE NOTICE BEFORE 
CARRYING OUT ACTIVITIES AFFECT
ING REAL PROPERTY LOCATED IN 
DISTRICT OF COLUMBIA. 

(a) HEADS OF FEDERAL AGENCIES.-
(1) IN GENERAL-Except as provided in sub

section (d), the head of any Federal agency may 
not carry out any activity that affects real prop
erty located in the District of Columbia unless-

( A) not later than 60 days before carrying out 
such activity, the head of the agency provides a 
notice describing such activity and the property 
affected to the Administrator of General Services 
and the Administrator of General Services trans
mits such notice to the individuals described in 
subsection (c); and 

(B) the head of the agency provides the indi
viduals described in subsection (c) with the op
portunity to present oral or written comments 
on the activity to a representative of the head of 
the agency before the head of the agency carries 
out the activity. 

(2) FEDERAL AGENCY DEFINED.-In subsection 
(a), the term "Federal agency" means an execu
tive department (as defined in section 101 of title 
5, United States Code). 

(b) ARCHITECT OF THE CAPITOL-Except as 
provided in subsection (d), the Architect of the 
Capitol may not carry out any activity that af
t ects real property located in the District of Co
lumbia unless-

(1) not later than 60 days before carrying out 
such activity, the Architect provides a notice de
scribing such activity and the property affected 
to the Committee on Transportation and Infra
structure of the House of Representatives and 
the Committee on Environment and Public 
Works of the Senate and such Committees trans
mit such notice to the individuals described in 
subsection (c); and 

(2) the Architect provides the individuals de
scribed in subsection (c) with the opportunity to 
present oral or written comments on the activity 
to a representative of the Architect before the 
Architect carries out the activity. 

(c) INDIVIDUALS DESCRIBED.-The individuals 
described in this paragraph (with respect to the 
activity and the real property involved) are the 
Mayor of the District of Columbia, the Chair of 
the Council of the District of Columbia, and the 
Chair of the Advisory Neighborhood Commission 
(as established pursuant to section 738 of the 
District of Columbia Self-Government and Gov
ernmental Reorganization Act) in whose neigh
borhood such property is located. 

(d) EXCEPTION FOR EMERGENCIES.-The head 
of a Federal agency or the Architect of the Cap
itol may waive the requirements of subsection 
(a) if the head of the agency or the Architect 
finds that compliance with the requirements 
would jeopardize the public safety or the na
tional security interests of the United States, 
but only if the head of the agency or the Archi
tect-

(1) certifies such finding and the reasons for 
such finding to the individuals described in sub
section (c) and to Congress; and 

(2) at the earliest time practicable, provides 
such individuals with the notice described in 
paragraph (I) of subsection (a) or (b) (which
ever is applicable) and the opportunity to 
present comments described in paragraph (2) of 
subsection (a) or (b). 

(e) EFFECTIVE DATE.-Section 1 shall apply to 
activities carried out after the expiration of the 
60-day period that begins on the date of the en
actment of this title. 
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SEC. 11716. REPEAL TERM OF DEED OF CONVEY

ANCE TO CERTAIN HOSPITAL. 
Seeton 2 of the Act of June 6, 1952 (chapter 

486; 66 Stat. 288) (DC Code, sec. 32- 121) is hereby 
repealed. 
SEC. 11717. SHORT TITLE OF HOME RULE ACT. 

(a) IN GENERAL-Section 101 of the District of 
Columbia Self-Government and Governmental 
Reorganization Act is amended by striking ·'Dis
trict of Columbia Self-Government and Govern
mental Reorganization Act" and inserting "Dis
trict of Columbia Home Rule Act". 

(b) REFERENCES IN LAW.-Any reference in 
law or regulation to the District of Columbia 
Self-Government and Governmental Reorganiza
tion Act shall be deemed to be a reference to the 
District of Columbia Home Rule Act. 
CHAPTER 3-EFFECTIVE DATE; GENERAL 

PROVISIONS 
SEC. 11721. EFFECTIVE DATE. 

Except as otherwise provided in this title, the 
provisions of this title shall take effect on the 
later of October 1, 1997, or the day the District 
of Columbia Financial Responsibility and Man
agement Assistance Authority certifies that the 
financial plan and budget for the District gov
ernment for fiscal year 1998 meet the require
ments of section 201(c)(l) of the District of Co
lumbia Financial Responsibility and Manage
ment Assistance Act of 1995, as amended by this 
title. 
SEC. 11722. TECHNICAL ASSISTANCE 

Any Federal agency (as defined in section 101 
of title 31, United States Code) may provide, at 
the discretion of the head of the agency, tech
nical assistance to, and training for, personnel 
of the Government of the District of Columbia. 
Such assistance shall be limited to assistance 
that does not interfere with the mission of the 
agency. The authority provided by this section 
shall expire three years from the date of enact
ment of this statute. 
SEC. 11723. UABILITY. 

(a) DISTRICT OF COLUMBJA.-The District of 
Columbia shall def end any civil action or pro
ceeding pending on the effective date of this 
title in any court or other official municipal, 
state, or federal forum against the District of 
Columbia or its officers, employees, or agents, 
and shall assume any liability resulting from 
such an action or proceeding. 

(b) STATE JUSTICE INSTITUTE.- The State Jus
tice Institute shall not be liable for damages or 
equitable relief on the basis of the activities or 
operations of any federal or District of Columbia 
agency which receives funds through the State 
Justice Institute pursuant to this title. 

(c) UNITED STATES.-The United States, its of
ficers, employees, and agents, and its agencies 
shall not-

(1) be responsible for the payment of any 
judgments, liabilities or costs resulting from any 
action or proceeding against the District of Co
lumbia or its agencies, officers, employees, or 
agents; 

(2) be subject to liability in any case on the 
basis of the activities of the District of Columbia 
or its agencies, officers, employees, or agents; or 

(3) be subject to liability in any case under 
section 1979 of the Revised Statutes (42 U.S.C. 
1983). 

(d) LIMITATIONS.-Nothing in this section 
shall be construed as a waiver of sovereign im
munity, or as limiting any other defense or im
munity that would otherwise be available to the 
United States, the District of Columbia, their 
agencies, officers, employees, or agents. 

And the Senate agree to the same. 
For consideration of the House bill, and the 
Senate amendment, and modifications com
mitted to conference: 

JOHN R. KASICH, 
DAVID L. HOBSON, 

RICHARD K. AR.MEY, 
TOM DELAY, 
J. DENNIS HASTERT, 
JOHN M. SPRATT, JR., 
DAVID E. BONIOR, 
VIC FAZIO. 

As additional conferees from the Committee 
on Agriculture, for consideration of title I of 
the House bill, and title I of the Senate 
amendment, and modifications committed to 
conference: 

ROBERT SMITH, 
BOB GOODLATTE, 
CHARLES W. STENHOLM. 

As additional conferees from the Committee 
on Banking and Financial Services, for con
sideration of title II of the House bill, and 
title II of the Senate amendment, and modi
fications committed to conference: 

JAMES A. LEACH, 
RICK LAZIO. 

As additional conferees from the Committee 
on Commerce, for consideration of subtitles 
A- C of title III of the House bill, and title IV 
of the Senate amendment, and modifications 
committed to conference: 

TOM BLILEY, 
DAN SCHAEFER, 
JOHN D. DINGELL. 

As additional conferees from the Committee 
on Commerce, for consideration of subtitle D 
of title III of the House bill, and subtitle A 
of title III of the Senate amendment, and 
modifications committed to conference: 

TOM BLILEY, 
BILLY TAUZIN. 

As additional conferees from the Committee 
on Commerce , for consideration of subtitles 
E and F of title III, titles IV and X of the 
House bill, and divisions 1 and 2 of title V of 
the Senate amendment, and modifications 
committed to conference: 

TOM BLILEY, 
MICHAEL BILIRAKIS. 

As additional conferees from the Committee 
on Education and the Workforce, for consid
eration of subtitle A of title V and subtitle 
A of title IX of the House bill, and chapter 2 
of division 3 of title V of the Senate amend
ment, and modifications committed to con
ference: 

BILL GOODLING, 
JIM TALENT. 

As additional conferees from the Committee 
on Education and the Workforce, for consid
eration of subtitles B and C of title V of the 
House bill, and title VII of the Senate 
amendment, and modifications committed to 
conference: 

BILL GOODLING, 
HOWARD " BUCK" MCKEON, 
DALE E. KILDEE. 

As additional conferees from the Committee 
on Education and the Workforce, for consid
eration of subtitle D of title V of the House 
bill, and chapter 7 of division 4 of title V of 
the Senate amendment, and modifications 
committed to conference: 

DONALD M. PAYNE. 
As additional conferees from the Committee 
on Government Reform and Oversight, for 
consideration of title VI of the House bill, 
and subtitle A of title VI of the Senate 
amendment, and modifications committed to 
conference: 

DAN BURTON, 
JOHN L. MICA. 

As additional conferees from the Committee 
on Transportation and Infrastructure, for 
consideration of title VII of the House bill, 
and subtitle B of title III and subtitle B of 
title VI of the Senate amendment, and modi
fications committed to conference: 

'BUD SHUSTER, 

WAYNE T. GILCHREST, 
JAMES L. 0BERSTAR. 

As additional conferees from the Committee 
on Veterans' Affairs, for consideration of 
title VIII of the House bill, and title VIII of 
the Senate amendment, and modifications 
committed to conference: 

BOB STUMP, 
CHRISTOPHER H. SMITH, 
LANE EVANS. 

As additional conferees from the Committee 
on Ways and Means, for consideration of sub
title A of title V and title IX of the House 
bill, and divisions 3 and 4 of title V of the 
Senate amendment, and modifications com
mitted to conference: 

BILL ARCHER, 
E. CLAY SHAW, JR., 
DAVE CAMP, 
CHARLES B. RANGEL, 
SANDER M. LEVIN. 

As additional conferees from the Committee 
on Ways and Means, for consideration of ti
tles IV and X of the House bill, and division 
1 of title V of the Senate amendment, and 
modifications committed to conference: 

BILL ARCHER, 
WILLIAM THOMAS. 

Managers on the part of the House. 
From the Committee on the Budget: 

PETE DOMENTCJ, 
CHUCK GRASSLEY, 
DON NICKLES, 
PHIL GRAMM, 
FRANK LAUTENBERG. 

From the Committee on Agriculture, Nutri
tion, and Forestry: 

DICK LUGAR. 
From the Committee on Banking, Housing, 
and Urban Affairs: 

ALFONSE D'AMATO, 
RICHARD SHELBY, 
PAUL SARBANES. 

From the Committee on Commerce, Science 
and Transportation: 

JOHN MCCAIN, 
TED STEVENS, 

(Except for provisions 
in universal service 
fund) . 

From the Committee on Energy and Natural 
Resources: 

FRANK H. MURKOWSKI, 
LARRY E. CRAIG. 

From the Committee on Finance: 
BILL ROTH, 
TRENT LOTT, 
DANIEL P. MOYNIHAN. 

From the Committee on Governmental Af
fairs: 

FRED THOMPSON, 
MS. SUSAN COLLINS. 

From the Committee on Veterans ' Affairs: 
ARLEN SPECTER, 
STROM THURMOND, 
JOHN ROCKEFELLER. 

Managers on the part of the Senate. 

JOINT EXPLANATORY STATEMENT OF 
THE COMMITTEE OF CONFERENCE 

The managers on the part of the House and 
the Senate at the conference on the dis
agreeing votes of the two Houses on the 
amendment of the Senate to the bill (H.R. 
2015) to provide for reconciliation pursuant 
to sections 104 to 105 of the concurrent reso
lution on the budget for fiscal year 1997, sub
mit the following joint statement to the 
House and the Senate in explanation of the 
effect of the action agreed upon by the man
agers and recommended in the accom
panying conference report: 
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TITLE I-AGRICULTURE 

EXEMPTION FROM THE WORK REQUIREMENT OF 
SECTION 6(0) OF THE FOOD STAMP ACT 

CURRENT LAW 

Section 6(0) of the Food Stamp Act gen
erally provides that able-bodied adults be
tween 18 and 50 years of age (and without de
pendents) are ineligible if, during the prior 36 
months, they received food stamps for 3 
months while not working at least 20 hours 
a week or participating in an approved work/ 
training activity. If they re-establish elig·i
bility by working or participating in a work/ 
training activity, and then become unem
ployed or leave work/training, they are eligi
ble for one extra 3-month period-for a po
tential total of 6 months of eligibility (with
out working or participating in a work/train
ing program) in any 36-month period. 

[Sec. 6(o)(l), (2), (5), & (6).] 
Individual excepted from the section 6(0) 

work requirement include: Those under 18 or 
over 50; those medically certified as unfit for 
employment; parents/caretakers with re
sponsibility for a dependent child; pregnant 
women; and those otherwise exempt under 
food stamp employment and training rules 
(e.g., caretakers of incapacitated persons, 
participants in substance abuse treatment 
programs, those subject to unemployment 
compensation work registration rules). 

[Sec. 6(0)(3).] 
At a state agency's request, the Secretary 

may waive application of the section 6(0) 
work requirement for areas that: (1) have an 
unemployment rate over 10% or (2) lack "a 
sufficient number of jobs." 

[Sec. 6(0)(4).] 
HOUSE BILL 

Exemption 
In addition to current-law exceptions and 

waiver authority, permits state agencies to 
exempt from the section 6(0) work require
ment up to 15% of those to whom the re
quirement applies. [Section 1001] 

Inserts a new sec. 6(0)(5), entitled "15-Per
cen t Exemption''. 
Definitions 

"Caseload" is defined as the average 
monthly number of individuals receiving 
food stamps during the 12-month period end
ing· the preceding June 20. 

"Covered Individual" is defined as a food 
stamp recipient (or person denied eligibility 
solely because of the section 6(0) work re
quirement) who: (1) is not excepted from the 
requirements of section 6(0), (2) does not re
side in an area covered by a waiver of the re
quirements of section 6(0), (3) is not com
plying with the work or work/training activ
ity requirements of section 6(0), (4) is not in 
the first 3 months of eligibility under section 
6(0), and (5) is not in the second 3 months of 
eligibility under section 6(0). 
Fiscal year 1998 

Provides that the number of exemptions 
from the section 6(0) work requirement 
granted by state agencies must be such that 
the average monthly number of exemptions 
in effect during the year does not exceed 15% 
of the number of "covered individuals" in 
the state. The number of covered individuals 
for each state is to be estimated by the Sec
retary based on the food stamp program's 
"quality control" survey for fiscal year 1996 
and other factors the Secretary considers ap
propriate because of the timing and limita
tions of the survey. 
Each subsequent fiscal year 

As with fiscal year 1998, provides that the 
number of exemptions granted by state agen-

cies in subsequent years must be such that 
the average monthly number of exemptions 
of effect during the year does not exceed 15% 
of the number of "covered individuals" in 
the state. The number of covered individuals 
for each state is to be estimated by the Sec
retary using the number estimated for fiscal 
year 1998--adjusted to reflect changes in the 
state's "caseload" and the Secretary's esti
mate of changes in the proportion of food 
stamp recipient covered by waivers. 
Caseload adjustments 

Provides that the Secretary must adjust 
estimates of covered individuals for a state 
during any fiscal year if the number of food 
stamp recipients varies by a significant 
number from the caseload during the 12 
months ending June 30 of the preceding fis
cal year-as determined by the Secretary. 
Exemption adjustments 

During fiscal year 1999 and each subse
quent year, provides that the Secretary must 
increase or decrease the number of individ
uals who may be granted an exemption by a 
state agency to the extent that the average 
monthly number of exemptions in effect dur
ing the preceding fiscal year was smaller or 
greater than the state agency's 15% allow
ance. 
Reporting requirement 

Requires that state agencies submit such 
reports as the Secretary determines nec
essary to ensure compliance with the 15% ex
emption rule. 

SENATE AMENDMENT 

Same as the House Bill, with minor and 
technical differences, noted below. [Section 
1001.] 

Inserts a new sec. 6(0)(6), entitled "15-Per
cent Hardship Exemption''. 

Technical drafting difference in the fourth 
condition of. the definition of "covered indi
vidual". 

Caseload adjustments are the same as the 
House bill except that an adjustment must 
be made if the number of food stamp recipi
ents varies from the caseload during the 12 
months ending June 30 of the preceding fis
cal year by more than 10%. 

Exemption adjustments are the same as 
the House bill except for a technical dif
ference. 

CONFERENCE AGREEMENT 

Senate recedes on all references to "hard
ship" exemption. 

House recedesion technical difference in 
the fourth condition of "covered individual". 

House recedes on caseload adjustment. 
Senate recedes on technical drafting dif

ference in the exemption adjustment. 
[Section 1001.] 

ADDITIONAL FUNDING FOR EMPLOYMENT AND 
TRAINING 

1. Added Federal Funding 
CURRENT LAW 

The Secretary is required to reserve the 
following amounts to allocate to state agen
cies for employment and training programs 
for food stamp recipients: For fiscal year 
1998, $81 million; for fiscal year 1999, $84 mil
lion; for fiscal year 2000, $86 million; for fis
cal year 2001, $88 million; and for fiscal year 
2002, $90 million. 

No state matching is required to receive 
these funds. Minimum state allocations are 
set at $50,000. 

[Sec. 16(h)(l).] 
HOUSE BILL 

Increases the amounts required to be re
served for employment and training pro-

grams to: For fiscal year 1998, $221 million; 
for fiscal year 1999, $224 million; for fiscal 
year 2000, $226 million; for fiscal year 2001, 
$228 million; and for fiscal year 2002, $210 mil
lion. 

Unlike current law, the amounts reserved 
are to remain available until expended. Re
tains minimum state allocations of $50,000. 

[Sec. 1002(a); new sec. 16(h)(l)(A)&(E).] 
SENATE AMENDMENT 

Same as the House Bill, except that the 
amount to be reserved for fiscal year 2002 is 
less-$170 million. 

[Sec. 1002; new sec. 16(h)(l)(A)&(D).] 
CONFERENCE AGREEMENT 

Senate recedes with an amendment to in
crease the amounts required to be reserved 
for employment and training programs as 
follows: For fiscal year 1998, $81 million, with 
an additional amount of $131 million; for fis
cal year 1999, $84 million, with an additional 
amount of $131 million; for fiscal year 2000, 
$86 million, with an additional amount of 
$131 million; for fiscal year 2001, $88 million, 
with an additional amount of $131 million; 
and for fiscal year 2002, $90 million, with an 
additional amount of $75 million. 

[Sec. 1002(a); new sec. 16(h)(l)(A)&(D).] 
2. Limit on use of funds for TAN F recipients 

CURRENT LAW 

The amount of employment and training 
funding a state agency may use for its Tem
porary Assistance for Needy Families 
(TANF) recipients may not exceed the 
amount used for Aid to Families with De
pendent Children (AFDC) recipients in fiscal 
year 1995. 

[Sec. 6(d)(4)(K).] 
HOUSE BILL 

Prohibts the use of unmatched federal 
funds for TANF recipients. 

[Sec. 1002(a); new sec. 16(h)(l)(B)(i).] 
SENATE AMENDMENT 

No comparable provision. 
CONFERENCE AGREEMENT 

House recedes. 
3. Use of funds for recipients not excepted from 

the section 6(0) work requirement. 
CURRENT LAW 

No provision. 
HOUSE BILL 

Requires that not less than 80% of un
matched federal funding be used for employ
ment and training programs-other than job 
search or job search training-for recipients 
not excepted from the section 6(0) work re
quirement (not categorically excepted on the 
basis of age, fitness to work, etc.). 

[Sec. 1002(a); new sec. 16(h)(l)(B)(ii).] 
SEN ATE AMENDMENT 

Requires that not less than 75% of un
matched federal funding be used to serve re
cipients who: (1) are not excepted from the 
section 6(0) work requirement and (2) are 
placed in and comply with a work program
other than Job Training Partnership Act or 
Trade Adjustment Assistance programs
that meets the eligibility standards of sec
tion 6(0) (e.g., participation in a workfare 
program or a wor.k/training program for 20 
hours a week). 

[Sec. 1002; new sec. 16(h)(l)(F).] 
CONFERENCE AGREEMENT 

House recedes with an amendment to re
quire 80% of unmatched federal funding to be 
used to serve recipients who: (1) are not ex
cepted from the section 6(0) work require
ment; and (2) are placed in and comply with 
a work program including Job Training 
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Partnership Act and the Trade Adjustment 
Assistance programs, that meets the eligi
bility standards of section 6(0) (e.g. partici
pation in a workfare program or a work/ 
training program for 20 hours per week.) 

[Sec. 1002(a); new sec. 16(h)(l)(E).] 
4. Allocation and re-allocation off ederal funds 

CURRENT LAW 

The Secretary must allocate unmatched 
federal funds among state agencies using a 
reasonable formula-determined by the Sec
retary-that gives consideration to the popu
lation in each state affected by the section 
6(0) work requirement. 

State agencies must notify the Secretary if 
they determine that they will not expend all 
of the unmatched federal funds allocated to 
them. On notification, the Secretary must 
reallocate these unexpended funds as the 
Secretary considers appropriate and equi
table. 

[Sec. 16(h)(l)(C).] 
HOUSE BILL 

Requires the Secretary to allocate un
matched federal funds using a reasonable 
formula set by the Secretary that reflects 
each state's proportion of food stamp recipi
ents who (1) are not excepted from the sec
tion 6(0) work requirement and (2) do not re
side in an area subject to a waiver from the 
section 6(0) work requirement. However, if a 
state agency provides employment and train
ing services to non-excepted recipients in an 
area subject to a waiver, recipients in that 
area would be counted in determining a 
state's allocation. 

States' proportions of non-excepted recipi
ents would be adjusted each fiscal year for 
changes in the state's caseload (in the 12 
months ending the preceding June 30). 

Requires state agencies to submit such re
ports as the Secretary determines are nec
essary to ensure compliance with funding al
location and reallocation rules. 

No change from current law reg·arding the 
reallocation of federal unmatched funds. 

[Sec. 1002(a); new sec. 16(h)(l)(C) &(D).] 
SENATE AMENDMENT 

Requires the Secretary to allocate un
matched federal funds using a reasonable 
formula set by the Secretary that reflects 
each state's proportion of food stamp recipi
ents who are not excepted from the section 
6(0) work requirement. 

States' proportions of non-excepted recipi
ents would be estimated by the Secretary 
based on the fiscal year 1996 " quality con
trol" survey and other factors the Secretary 
considers appropriate because of the timing 
and limitations of the survey and adjusted 
each fiscal year for changes in each state's 
caseload (in the 12 months ending the pre
ceding June 30). 

No comparable reporting requirement. 
If a state agency will not expend all of the 

unmatched federal funds allocated to it for a 
fiscal year, requires the Secretary to reallo
cate the unexpended funds-during the fiscal 
year or the subsequent fiscal year -as the 
Secretary considers appropriate and equi
table. 

[Sec. 1002; new sec. 16(h)(l)(B) & (C).] 
CONFERENCE AGREEMENT 

Senate recedes on the allocation of un
matched funds with an amendment that for 
fiscal year 1998, the Secretary would allocate 
funds according to the Senate amendment. 

House recedes on the Secretary's estimate 
of states' proportions of non-excepted recipi
ents based on the " quality control" survey. 

Senate recedes on reporting requirement. 
House recedes on reallocation of unex

pended funds. 

[Sec. 1002(a); new sec. 16(h)(l)(B)&(C).] 
5. Placements 
CURRENT LAW 

No provisions. 
HOUSE BILL 

No comparable provisions. 
SENATE AMENDMENT 

Provides that state agencies are eligible to 
receive unmatched federal funds (up to the 
amount of their allocation, including any re
allocations) in an amount equal to the sum 
of: 

(1) the average monthly number of non-ex
cepted recipients placed in and complying 
with a work program-other than a Job 
Training Partnership Act or Trade Adjust
ment Assistance program- that meets the 
eligibility standards of section 6(0) (e.g., par
ticipation in a workfare program or a work/ 
training program for 20 hours a week), multi
plied by an amount determined by the Sec
retary (and periodically adjusted) to reflect 
the reasonable cost of efficiently and eco
nomically providing services that meet the 
eligibility standards of section 6(0); plus 

(2) the average monthly number of non-ex
cepted recipients in employment and train
ing activities that do not meet the eligi
bility standards of section 6(0), multiplied by 
a lesser amount determined by the Secretary 
(and periodically adjusted) to reflect the rea
sonable cost of efficiently and economically 
providing services that do not meet the eligi
bility standards of section 6(0). 

[Sec. 1002; new sec. 16(h)(l)(E).] 
CONFERENCE AGREEMENT 

House recedes with an amendment to re
quire the Secretary to monitor state agen
cies' expenditure of funds for employment 
training programs provided under this para
graph, including the costs of individual com
ponents of state agencies' programs. The 
Secretary may determine the reimbursable 
costs of employment and training compo
nents, and, if the Secretary makes such a de
termination, the Secretary shall determine 
that the amounts spent or planned to be 
spent on the components reflect the reason
able cost of efficiently and economically pro
viding components appropriate to recipient 
employment and training needs, taking into 
account, as the Secretary deems appropriate, 
prior expenditures on the components, the 
variability of costs among state agencies' 
components, the characteristics of the re
cipients to be served, and such other factors 
as the Secretary considers necessary. 

The conferees intend that the Secretary 
will exercise the authority to determine em
ployment and training costs so that state 
agencies have reasonable flexib111ty in de
signing employment and training programs 
for those covered by the work requirement 
for 18-50 year olds. This authority should not 
be used to effectively restrict state agencies' 
choices to one employment and training 
component, such as providing only workfare 
or only training positions. However, it also 
is intended to allow the Secretary to cir
cumscribe the makeup and costs of state 
agencies ' employment and training compo
nents for 18-50 year olds so that costs are 
reasonable and are not excessive and the 
components are commensurate with partici
pants' employment and training require
ments. The Secretary may issue guidelines 
that allow a mix of components and costs 
that the Secretary determines to be reason
able. 

[Sec. 1002(a); new sec. 16(h)(l)(G).] 
6. Maintenance of Effort 

CURRENT LAW 

No provision. 

HOUSE BILL 

In order to receive additional unmatched 
federal funding (above the amounts set in 
current law), state agencies must maintain 
their expenditures for employment and 
training and workfare programs for food 
stamp recipients at a level not less than 
their expenditures for fiscal year 1996. 

[Sec. 1002(a); new sec. 16(h)(l)(F).] 
SENATE AMENDMENT 

In order to receive any unmatched federal 
funding, state agencies must maintain their 
expenditures for employment and training 
and workfare programs for food stamp recipi
ents at a level not less than 75% of their ex
penditures for fiscal year 1996. 

[Sec. 1002; new sec. 16(h)(l)(G).] 
CONFERENCE AGREEMENT 

Senate recedes with a technical amend
ment. 

[Sec. 1002(a); new sec. 16(h)(l)(F).] 
7. Additional payments to states 

CURRENT LAW 

If a state agency incurs costs that exceed 
the unmatched federal funds allocated to it 
for employment and training programs, the 
Secretary is required to pay 50% of addi
tional costs. 

[Sec. 16(h)(2).] 
HOUSE BILL 

No change to current law. 
SENATE AMENDMENT 

If a state agency incurs costs to place indi
viduals in employment and training pro
grams and does not use unmatched federal 
funds to defray those costs, requires the Sec
retary to pay· 50% of the costs incurred. 

[Sec. 1002; new sec. 16(h)(2).] 
CONFERENCE AGREEMENT 

Senate recedes. 
8. Report to Congress 

CURRENT LAW 

No provision. 
HOUSE BILL 

Requires the Secretary to submit annual 
reports to the Agriculture Committees re
garding whether the additional employment 
and training funding provided in this meas
ure has been used by state agencies to in
crease the number of work/training slots for 
recipients subject to the section 6(0) work 
requirement in the most efficient and effec
tive manner. 

[Sec. 1002(a); new sec. 16(h)(2).] 
SENATE AMENDMENT 

No comparable provision. 
CONFERENCE AGREEMENT 

Senate recedes with an amendment to re
quire the Secretary to submit one report not 
later than 30 months after the date of enact
ment. 

[Section 1002(b).] 
AUTHORIZING THE USE OF NONGOVERNMENTAL 

PERSONNEL IN MAKING DETERMINATIONS OF 
ELIGIBILITY FOR BENEFITS UNDER THE FOOD 
STAMP PROGRAM 

CURRENT LAW 

State agencies must certify eligibility in 
accordance with general procedures set by 
the Secretary in regulations, and state agen
cy personnel must be employed in accord
ance with current federal " merit system" 
standards. 

[Sec. ll(e)(6).] 
HOUSE BILL 

Provides that no provision of law be con
strued as preventing any state from allowing 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16385 
eligibility determinations to be made by an 
entity that is not a state or local govern
ment (or by an individual who is not a state 
or local government employee)-so long as 
state-set qualifications are met. Determina
tions made by the non-governmental entity 
or individual would be considered as made by 
the state agency. 

Provides that this authority not be con
strued as affecting conditions of eligibility, 
rights to challenge eligibility determina
tions, and "quality control" determinations. 

[Sec. 1003.J 
SENATE AMENDMENT 

No comparable provisions. 
CONFERENCE AGREEMENT 

House recedes. The Managers understand 
that this issue is addressed in another sec
tion of the Conference Report. 

DENIAL OF FOOD ST AMPS FOR PRISONERS 

CURRENT LAW 

No provisions. 
HOUSE BILL 

[Note: The House Bill does not contain an 
amendment dealing with food stamps and 
prisoners. However, R.R. 1000 (approved by 
the House on April 8, 1997) requires state 
agencies to establish a system and take ac
tion on a periodic basis to verify and other
wise assure that an individual who is offi
cially detained in a correctional, detention, 
or penal facility administered under federal 
or state law is not considered to be part of 
any food stamp household-except to the ex
tent that the Secretary determines that ex
traordinary circumstances have made it im
practicable for the state agency to obtain 
the necessary information.] 

SEN ATE AMENDMENT 

Requires state agencies to establish a sys
tem and take action on a periodic basis to 
verify and otherwise ensure that an indi
vidual placed under detention in a federal, 
state, or local penal, correctional, or other 
detention facility (for more than 30 days) is 
not eligible to participate as a member of 
any food stamp household-except that (1) 
the Secretary may determine that extraor
dinary circumstances make it impracticable 
for a state agency to obtain the necessary in
formation and (2) state agencies obtaining 
information collected under the Social Secu
rity Administration's system for identifying 
prisoner recipients (or a comparable system) 
will be judged to be in compliance. 

Provides that this new requirement will 
take effect 1 year after enactment-except 
that the Secretary may grant an extension 
(not to exceed 2 years after enactment) if a 
request is submitted stating the reasons for 
noncompliance, providing evidence of a good 
faith effort, and detailing a plan for bringing 
the state into compliance. 

Requires the Secretary to assist states ' to 
the maximum extent practicable-in imple
menting systems to carry out the new re
quirement regarding prisoners. 

[Sec. 1003.J 
CONFERENCE AGREEMENT 

House recedes. 
[Section 1003.] 

NUTRITION EDUCATION 

CURRENT LAW 

No provisions. [Note: Nutrition education 
funds provided under the Food Stamp Act 
cannot typically be matched with specifi
cally earmarked non-governmental funds.] 

HOUSE BILL 

No comparable provisions. 
SENATE AMENDMENT 

Requires the Secretary to make available 
up to $600,000 a year (for fiscal years 1998-

2001) for special nutrition education grants 
to private nonprofit organizations and state 
agencies. 

Provides that eligible organizations and 
agencies will be those that agree to (1) use 
the funds to 'direct a collaborative effort to 
coordinate and integrate nutrition education 
into health, nutrition, social service, and 
food distribution programs for food stamp 
participants and other low-income house
holds,' and (2) design the collaborative effort 
'to reach large number of food stamp partici
pants and other low-income households 
through a network of organizations, includ
ing schools, child care centers, farmers' mar
kets, health clinics, and outpatient edu
cation services.' 

Requires the Secretary to give preference 
to organizations and state agencies that con
ducted 'collaborative efforts' and received 
funding for them from the Secretary prior to 
enactment. 

Limits the federal contribution to 50%, 
bars in-kind matching contributions, and al
lows the non- federal share to include private 
nongovernmental funds. No grant may ex
ceed $200,000 a year. [Sec. 1004.J 

CONFERENCE AGREEMENT 

House recedes with an amendment to clar
ify that the federal share of a grant can not 
exceed $200,000; and the amendments in sec
tions 1001 and 1002 of this title dealing with 
exemptions and additional funding for em
ployment and training programs shall be ef
fective on October 1, 1997, without regard to 
whether regulations have been issued to im
plement such amendments. Within one year 
after the date of enactment of this Act, the 
Secretary shall prescribe such regulations as 
may be necessary to implement the amend-
ments made by this title. · 

[Sections 1004 and 1005.J 
TITLE II-HOUSING, AND RELATED 

PROGRAMS 
Section 2002-Extension of Foreclosure 

Avoidance and Borrower Assistance Provi
sions for FHA Single Family Housing 
Mortgage Insurance Program 

HOUSE BILL 

The House bill would extend permanently 
the FHA Assignment Reforms from Section 
407 of the Balanced Budget Downpayment 
Act, I. Section 407 amended Sections 204(a) 
and 230 of the National Housing Act to au
thorize HUD, under the replacement assign
ment program, to pay mortgagees for under
taking loss mitigation measures and to re
strict HUD's ability to accept assignments of 
mortgages. It reforms the assignment proc
ess to achieve cost savings comparable to 
those achieved in the private sector by work
ing out delinquent loans to avoid foreclosure 
and minimizing losses to the mortgage in
surer. 

SENATE AMENDMENT 

The Senate language is identical. 
CONFERENCEJ AGREEMENT 

The Conference agreement includes this 
language. 
Section 2003--Acljustment of Maximum 

Monthly Rents For Certain Dwelling Units 
In New Construction and Substantial or 
Moderate Rehabilitation Projects Assisted 
Under Section 8 Rental Assistance Pro
gram 

HOUSE BILL 

The House bill would provide limitations 
on the application of the annual adjustment 
factor (AAF) for FY 1999, and subsequent 
years, for Section 8 New Construction, Sub
stantial Rehabilitation, or Moderate Reha-

bilitation projects where the rents are ad
justed using the AAF and the rents are in ex
cess of the fair market rents ("FMRs") for 
that housing area. For such projects, the 
Secretary may adjust rents, but only to the 
extent that the owner demonstrates that the 
adjusted rent would not exceed the rent for 
a similar unassisted unit. For FY 1998, it is 
expected that the HUD appropriations Act 
will continue this same policy, which has 
been in effect during FY 1996, FY 1996 prior 
to April 26, 1996, and FY 1997. 

SEN ATE AMENDMENT 

The Senate language is identical. 
CONFERENCE AGREEMENT 

The conference agreement includes this 
language. 

Section 2004-Adjustment of Maximum 
Monthly Rents for Non-Turnover Dwelling 
Units Assisted Under Section 8 Rental As
sistance Program 

HOUSE BILL 

The House provision would reduce the An
nual Adjustment Factor (AAF) by one per
centage point, for FY 1999 and subsequent 
fiscal years, for those Section 8 units in 
which there has been no turnover since the 
preceding annual rental adjustment, except 
that the AAF shall not be reduced to less 
than 1.0% (so rents will not be reduced be
cause of the one percentage point reduction). 
For FY 1998, it is expected that the HUD ap
propriations Act will continue this same pol
icy, which has been in effect during FY 1996, 
FY 1996 prior to April 26, 1996, and FY 1997. 

SENATE AMENDMENT 

The Senate language is identical. 
CONFERENCE AGREEMENT 

The conference agreement includes this 
language. 

Subtitle B-Multifamily Housing Reform 
HOUSE BILL 

There is no comparable provision in the 
House bill. 

SENATE AMENDMENT 

Provides a FHA-Insured multifamily hous
ing mortgage and housing assistance restruc
turing program, and other multifamily hous
ing reform measures. 

CONFERENCE AGREEMENT 

Senate recedes to the House. 
TITLE III-COMMUNICATIONS AND 

SPECTRUM ALLOCATION PROVISIONS 
Sec. 3001. Definitions 

HOUSE BILL 

Sections 3302 and 3303(f) of the House bill 
define both "digital television service" and 
"analog television service." 

SENATE AMENDMENT 

Sections 3002 and 3003(h) of the Senate 
amendment have similar definitions of "dig
ital television service" and "analog tele
vision service." 

CONFERENCE AGREEMENT 

Section 3001 of the conference agreement 
states that, unless otherwise specified, terms 
used in this title have the same meaning as 
those terms have in the Communications Act 
of 1934. The section also amends the Commu
nications Act of 1934 (hereinafter the Com
munications Act) to add the definitions of 
"analog television service" and "digital tele
vision service" to section 3 of that Act. The 
conference agreement adopts the House defi
nition of analog television service, and 
adopts the House definition of digital tele
vision service with a modification that ties 
the definition to the Commission's rules. 
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Sec. 3002. Spectrum auctions 

HOUSE BILL 

The House bill extended and expanded the 
Federal Communication Commission's au
thority to use competitive bidding to assign 
licenses for the use of the electromagnetic 
spectrum until December 31, 2002, required 
the Commission to make available through 
competitive bidding 100 megahertz (MHz) of 
additional spectrum by September 30, 2002, 
specified the specific bands of frequencies 
from which the 100 MHz was to be obtained, 
required the National Telecommunications 
and Information Administration (NTIA) to 
submit a report identifying additional gov
ernment spectrum that can be made avail
able for non-government use upon submis
sion of a report by the Commission, and re
quired the NTIA to identify and reallocate 
for non-government use an additional 20 MHz 
of g·overnment use spectrum. The House bill 
included an effective date for the expanded 
competitive bidding authority that pre
cluded its application to licenses or permits 
for which the Commission had accepted mu
tually exclusive applications on or before the 
date of enactment. 

SENATE AMENDMENT 

The Senate amendment contained provi
sions similar to the House bill, but differed 
in three respects. The Senate amendment ex
tended the Commission's competitive bid
ding authority until 2007, did not identify 
specific bands of frequencies for 55 of the 100 
MHz required to be made available by the 
Commission, and included a provision that 
required winning bidders for former govern
ment-use spectrum to pay the costs of relo
cating federal users from the bidder's li
censed band to other frequency bands. The 
Senate amendment did not specify an effec
tive date for the expansion of the Commis
sion's auction authority. 

CONFERENCE AGREEMENT 

Section 3002(a)-extension and expansion of 
auction authority 

The Senate recedes to the House with 
amendments on the extension and expansion 
of the Commission's competitive bidding au
thority. First, the conferees emphasize that, 
notwithstanding its expanded auction au
thority, the Commission must still ensure 
that its determinations regarding mutual ex
clusivity are consistent with the Commis
sion's obligations under section 309(j)(6)(E). 
The conferees are particularly concerned 
that the Commission might interpret its ex
panded competitive bidding authority in a 
manner that minimizes its obligations under 
section 309(j)(6)(E), thus overlooking engi
neering solutions, negotiations, or other 
tools that avoid mutual exclusivity. 

Second, the exemption from competitive 
bidding authority for " public safety radio 
services" includes "private internal radio 
services" used by utilities, railroads, metro
politan transit systems, pipelines, private 
ambulances, and volunteer fire departments. 
Though private in nature, the services of
fered by these entities protect the safety of 
life, health, or property and are not made 
commercially available to the public. This 
service exemption also includes radio serv
ices used by not-for-profit organizations that 
offer emergency road services, such as the 
American Automobile Association (AAA). 
The Senate included this particular exemp
tion in recognition of the valuable public 
safety service provided by emergency road 
services. The conferees do not intend this ex
emption to include internal radio services 
used by automobile manufacturers and oil 
companies to support emergency road serv-

ices provided by those parties as part of the 
competitive marketing of their products. 
The conferees note that the public safety 
radio services exemption described herein is 
much broader than the explicit definition for 
"public safety services" contained in section 
3004 of this title (adding new section 337(f)(l) 
to the Communications Act). 

The Senate recedes to the House on the 
omission of an auction exemption for li
censes to offer global satellite services. The 
conferees note that this omission should not 
be construed as a Congressional endorsement 
of auctions for licenses to offer global sat
ellite services. The treatment of global sat
ellite systems raises numerous public policy 
questions beyond the issue of spectrum auc
tions. These issues are not germane to budg
et legislation and are better handled in the 
context of substantive legislation. 

The Senate recedes to the House with re
gard to the provision that requires the Com
mission to conduct a test of combinatorial 
bidding. The conferees expect that the Com
mission will conduct the contingent 
combinatorial auction required by this sec
tion as soon as possible. The Commission 
should, consistent with non-discriminatory 
procedures for government procurement of 
goods and services, test methods available in 
the private sector which may assist the Com
mission in successfully conducting competi
tive bidding. The conferees also expect that 
the Commission will provide a report to the 
Congress on the outcome of that test. Such 
report shall include a detailed analysis of the 
impact of such bidding on the ability of 
small businesses and new entrants to partici
pate effectively in the bidding process. 

The Senate recedes to the House on two 
provisions relating to the design of the Com
mission's auction rules. First, to ensure that 
scarce spectrum is put to its highest and 
best use, the Commission is now required to 
allow an adequate period of time before each 
auction (1) to permit parties to comment on 
proposed auction rules, and (2) after the 
issuance of such rules, to ensure that inter
ested parties have sufficient time to develop 
business plans, assess market conditions, 
and evaluate the availability of equipment. 
Second, the Commission must also prescribe 
methods by which a reasonable reserve price 
will be required, or a minimum bid will be 
established, for any license or permit as
signed by means of auction. 

The House recedes to the Senate with an 
amendment regarding the Commission 's au
thority to retain competitive bidding re
ceipts to offset its costs of conducting com
petitive bidding from the proceeds of such 
bidding. The amendment provides that the 
Commission may retain no auction receipts 
in any fiscal year in which the Commission's 
annual report for the second preceding fiscal 
year does not contain an itemized statement 
of each expenditure made with receipts re
tained in that year. For example, if the Com
mission's annual report for fiscal year 1997 
does not contain such an itemized state
ment, then the Commission would be unable 
to retain any receipts from competitive bid
ding to offset its costs for competitive bid
ding in fiscal year 1999. The conferees intend 
that the Commission will comply with both 
the letter and the spirit of this amendment. 

The House recedes to the Senate on the ex
tension of the Commission's auction author
ity until September 30, 2007. The Senate re
cedes to the House on the acceleration of the 
termination date of the Commission's pro
gram that provides for preferential treat
ment in licensing (i.e., " pioneer's pref
erence" ). 

The conferees adopted a provision that re
peals the Commission's lottery authority for 
all applications other than for licenses for 
non-commercial educational and public 
broadcast stations as defined in section 397(6) 
of the Communications Act. This provision 
does · not prevent the Commission from 
awarding licenses for such stations through 
the competitive bidding process. 

The conferees adopted a new provision 
with respect to the applicability of competi
tive bidding to pending comparative licens
ing cases. New section 309(1) of the Commu
nications Act requires the Commission to 
use competitive bidding to resolve any mu
tually exclusive applications for radio or tel
evision broadcast licenses that were filed 
with the Commission prior to July 1, 1997. 
The Commission shall limit the class of eli
gible applicants who may be considered 
qualified bidders (provided such applicants 
otherwise qualify under the Commission's 
rules) to the persons who filed applications 
with the Commission before that date . The 
Commission shall also waive its rules to per
mit competing applicants to procure the re
moval of conflict between their applications 
during the 180 days following enactment of 
this title. 

Any mutually exclusive applications for 
radio or television broadcast licenses re
ceived after June 30, 1997, shall be subject to 
the Commission's rules regarding competi
tive bidding, including applications for sec
ondary broadcast services such as low power 
television, television translators, and tele
vision booster stations. The conferees recog
nize that there are instances where a single 
application for a radio or television broad
cast license has been filed with the Commis
sion, but that no competing applications 
have been filed because the Commission has 
yet to open a filing window. In these in
stances, the conferees expect that, regardless 
of whether the application was filed before, 
on or after July 1, 1997, the Commission will 
provide an opportunity for competing appli
cations to be filed, consistent with the Com
mission's procedures. Furthermore, if and 
when competing applications are filed, the 
Commission shall assign such licenses using 
the competitive bidding procedures devel
oped under section 3090) as amended. 

Section 3002(b)-accelerated availability of 
spectrum 

The conference agreement modifies the 
language in the House bill and Senate 
amendment to accelerate the planned com
petitive bidding for 45 MHz of spectrum in 
the 1710 to 1755 MHz frequency band from 
government to non-government use. The 
conferees intend that government station 
use of the frequencies to be reallocated pur
suant to this section shall be terminated or 
modified in accordance with the plan out
lined in the February 1995 Spectrum Re
allocation Final Report by the NTIA. The 
conferees note that Appendix F of the NTIA 
report identifies sites at which certain Fed
eral fixed microwave, tactical radio relay, 
and aeronautical mobile stations in the 1710 
to 1755 MHz band will be retained indefi
nitely. Nothing in the accelerated timetable 
specified in this section shall be construed to 
require the reallocation of frequencies with
in the 1710 to 1755 MHz band that the NTIA 
report recommends for continued exclusive 
use by the government. 

Section 3002(c)---obligation to make 
additional spectrum available 

The conference agreement adopts with 
clarifying amendments the House provision 
requiring the Commission to allocate an ad
ditional 55 MHz of spectrum for assignment 
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to licensees using competitive bidding under 
section 3090) of the Communications Act. 
Specifically, under the conference agree
ment, 40 MHz in the 2110 to 2150 MHz band, 
and 15 MHz in the 1990 to 2110 MHz band, are 
identified for assignment by competitive bid
ding. The Commission or the President, as 
the case may be, are given the authority to 
substitute other bands of frequencies for 
those identified under certain conditions. As 
to the 15 MHz located between 1990 to 2110 
MHz, the conferees expect that the President 
will carefully consider the taxpayers clear 
interest in continued government use of the 
1990 to 2110 MHz band for space research and 
exploration activities. The President is per
mitted to identify other frequencies for re
allocation whenever such frequencies can be 
expected to result in comparable receipts 
through competitive bidding. 

The Commission is directed to accommo
date incumbent licensees who may be dis
placed under this section in whatever suit
able frequencies the Commission has avail
able to it for reallocation. To the extent the 
Commission cannot find any such fre
quencies, the Commission is directed to no
tify the Secretary of Commerce and rec
ommend bands of frequencies reserved for 
government use that could be used to accom
modate the displaced incumbents. 

Section 3002(d)-Identification and 
reallocation of frequencies 

The House recedes to the Senate with 
modifications to the amendments made to 
the NTIA Organization Act. New section 
113(f) of the NTIA Organization Act requires 
the Secretary of Commerce to respond in a 
timely fashion to a notice from the Commis
sion requesting government spectrum to ac
commodate displaced incumbent licensees. 

New section 113(g) of the NTIA Organiza
tion Act permits Federal entities to receive 
reimbursement for their costs of relocating 
from government spectrum that is reallo
cated to mixed or non-government use. The 
conference agreement adopts language that 
was passed by both Houses of Congress in 
1995, with minor modifications. The modified 
language permits private parties to reim
burse Federal entities for the costs of reloca
tion to facilitate the private party's use of 
the spectrum. The conferees intend that each 
federal entity will keep an itemized account
ing of all of its costs for each relocation, and 
will provide such accounting to the appro
priate committees of Congress as an adden
dum to that entity's budget submission for 
the next fiscal year. 

This amendment puts Federal entities in 
the same position as private parties when 
winning bidders seek to relocate incumbent 
private parties from their existing frequency 
allocation. The conferees expect that, where 
a winning bidder decides it is in its financial 
interest to do so, this authority will provide 
a mechanism for the expeditious relocation 
of Federal entities from spectrum reallo
cated to non-government use or allocated to 
mixed government and non-government use. 

The conference agreement also adds new 
sections 113(h) and 113(i) of the NTIA Organi
zation Act. Section 113(h) requires Federal 
entities to make every effort to relocate 
their licensed use to other frequencies re
served for government use. Section 113(i) de
fines "Federal entity." The conferees note 
that the United States Postal Service quali
fies as a federal entity under this definition. 

Section 3002(e)-Identification and 
reallocation of auctionable frequencies 

The conference agreement combines the 
provisions of the House bill and Senate 

amendment to require the Secretary of Com
merce to identify 20 MHz of spectrum cur
rently reserved for government use for re
allocation to commercial uses. The reallo
cated spectrum is to be assigned using com
petitive bidding pursuant to section 309(j) of 
the Communications Act. The Commission is 
required to submit and implement a plan, in 
a timely fashion, for the reallocation and as
signment of the 20 MHz identified in this sec
tion. Finally, this section amends sections 
113 and 115 of the NTIA Organization Act in 
several places so that the identification and 
reallocation are accomplished through a sec
ond reallocation report under that Act. 

The conferees considered expanding the 
total reallocation under section 3002(e) to 
allow for additional allocations for private 
wireless users, but were unable to do so with
in the context of the Reconciliation process. 
Nevertheless, the conferees expect the Com
mission and the NTIA to consider the need 
to allocate additional spectrum for shared or 
exclusive use by private wireless services in 
a timely manner. 

Sec. 3003. Auction of recaptured broadcast 
television spectrum 

HOUSE BILL 

Section 3302 of the House bill adds a new 
section 309(j)(14) to the Communications Act 
of 1934 to require the Commission to reclaim 
the 6 MHz broadcasters now use for analog 
transmission by no later than December 31, 
2006. The House bill also required Commis
sion to grant extensions to broadcasters in 
those markets where more than five percent 
of the households continue to rely exclu
sively on an over-the-air, analog broadcast 
signal. 

Section 3302 of the House bill directs the 
Commission to assign by means of competi
tive bidding the 78 MHz that is reclaimed 
from incumbent broadcast licensees. The 
Commission would be required to complete 
assignment of licenses for new uses of the re
claimed spectrum by September 30, 2002. To 
the extent that the Commission reallocates 
the reclaimed spectrum for services that in
clude digital television service, section 3302 
precludes the Commission from disqualifying 
a potential bidder due to the Commission's 
duopoly or newspaper cross-ownership rules. 

SENATE AMENDMENT 

Section 3002 of the Senate amendment adds 
a new section 309(j)(15) to the Communica
tions Act of 1934 to require the Commission 
to reclaim the 6 MHz broadcasters now use 
for analog transmission by no later than De
cember 31, 2006. Under the Senate amend
ment the Commission is required to extend 
or waive this date for any television station 
in any television market unless 95 percent of 
the households have access to digital tele
vision signals, either by direct off-air recep
tion or by other means. 

The Senate amendment requires the Com
mission to report to Congress by December 
31, 2001 and biennially thereafter on con
sumer purchases of analog and digital tele
vision receivers, the costs of digital tele
visions, and the percentage of television 
households in each market that has access to 
digital local television signals. Section 3002 
·of the Senate amendment also requires the 
Commission to assign by means of competi
tive bidding the 78 MHz that is reclaimed 
from incumbent broadcast licensees. The 
Commission would be required to commence 
the competitive bidding procedures by July 
1, 2001 and complete assignment of licenses 
for new uses of the reclaimed spectrum by 
September 30, 2002. 

CONFERENCE AGREEMENT 

The conference agreement adopts modified 
provisions from both the House bill and the 

Senate amendment. Section 3003 of the con
ference agreement adds a new section 
309(j)(l4)(A) to the Communications Act to 
require the Commission to reclaim the 6 MHz 
each broadcaster now uses for transmission 
of analog television service signals by no 
later than December 31, 2006. 

The conferees recognize that not all con
sumers and broadcast stations will convert 
to the new digital television service format 
at the same time. Thus, to ensure that a sig
nificant number of consumers in any given 
market are not left without broadcast tele
vision service as of January 1, 2007, the con
ference agreement includes new section 
309(j)(l4)(B) of the Communications Act 
which requires the Commission to grant ex
tensions to any station in any television 
market if any one of the following three con
ditions exist. 

First, the Commission is required to grant 
an extension at the request of any television 
station in a market if one or more of the tel
evision stations licenses to or affiliated with 
the four largest national television networks 
in that market are not broadcasting a digital 
television service signal. Before granting an 
extension for this reason, the Commission 
must ensure that each or' the network sta
tions that are not broadcasting a digital tel
evision signal have exercised due diligence 
and have satisfied the conditions for an ex
tension of the Commission's applicable con
struction deadlines for digital television 
service in that market. 

Second, the Commission is required to 
grant an extension if it finds that digital-to
analog converter technology is not generally 
available in the market served by the tele
vision broadcast licensee requesting the ex
tension. The conferees are hopeful that, in 
light of section 304 of the Telecommuni
cations Act of 1996 (which requires the Com
mission to issue rules allowing for the com
petitive availability of navigation devices) 
and current industry projections, converter 
technology should be generally available as 
of December 31, 2006. 

Lastly, the Commission is required to 
grant an extension if at least fifteen (15) per
cent or more of the television households in 
the market served by the television station 
requesting the extension (1) do not subscribe 
to a multichannel video programming dis
tributor (MVPD) that carries one or more of 
the digital television service programming 
channels of each of the television stations 
broadcasting such a channel in such market, 
and (2) do not have either one or more digital 
television sets or one or more analog tele
vision sets equipped with a digital-to-analog 
converter technology that are capable of re
ceiving the digital television service signals 
of local broadcast stations. 

The conferees emphasize that, with regard 
to the inquiry required by section 
309(j)(14)(B)(iii)(I) into MVPD carriage of 
local digital television service programming, 
Congress is not attempting to define the 
scope of any MVPD's "must carry" obliga
tions for digital television signals. The con
ferees recognize that the Commission has 
not yet addressed the " must carry" obliga
tions with respect to digital television serv
ice signals, and the conferees are leaving 
that decision for the Commission to make at 
some point in the future. However, for pur
poses of the inquiry under this section, a tel
evision household must receive at least one 
programming signal from each local tele
vision station broadcasting a digital tele
vision service signal in order not to be 
counted toward the 15 percent threshold. In 
addition, the conferees recognize that this 
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analysis will impose additional burdens on 
the Commission. Consequently, the conferees 
expect that the Commission will pursue this 
analysis only if it first concludes that a sta
tion does not qualify for an extension under 
the network digital television broadcast test 
or the converter technology test. 

In establishing the requirements for the 15 
percent test, the conferees sought to estab
lish objective criteria that could be deter
mined by "yes" or " no" answers obtained 
from consumers surveyed in the relevant 
market. The conferees expect that the Com
mission will perform its own analysis, and 
that it will base this analysis of both the 
converter technology test and the 15 percent 
test on statistically reliable sampling tech
niques. A broadcast television licensee re
questing the extension and other interested 
parties are to be afforded an opportunity to 
submit information and comment on the 
Commission's analysis with respect to those 
tests. 

New section 309(j)(14)(C) requires the Com
mission to ensure that the spectrum now 
used for analog television service is returned 
as required by Commission direction and 
that the Commission must reclaim and reor
ganize the spectrum, consistent with the ob
jectives of section 309(j)(3) of the Commu
nications Act. It also requires the Commis
sion to assign by means of competitive bid
ding the 78 MHz that is reclaimed from in
cumbent broadcast licensees and to complete 
assignment of licenses for new uses of the re
claimed spectrum by September 30, 2002. 

The conference agreement adopts, with 
modification, the provision of the House bill 
prohibiting the Commission from disquali
fying potential bidders for reclaimed spec
trum that is allocated to a use that includes 
digital television service due to the Commis
sion's duopoly or newspaper cross-ownership 
rules. The conferees expect that, by limiting 
the application of these ownership rules, 
winning bids for the recaptured analog spec
trum will be higher than they otherwise 
would be. Specifically, if the pool of bidders 
for the recaptured analog spectrum is ex
panded to include broadcast station owners 
and newspaper owners. then other auction 
participants may be forced to raise their bids 
if they expect to prevail. 

Thus, under new section 309(j)(14)(D) of the 
Communications Act, a waiver of these own
ership rules would apply whenever the grade 
A contour is projected to encompass the en
tirety of a city that has a population greater 
than 400,000 (as determined by the 1990 decen
nial census). The conferees do not intend 
that the duopoly and television-newspaper 
cross-ownership relief provided herein should 
have any bearing upon the Commission's 
current proceedings, which concerns more 
immediate relief. The conferees expect that 
the Commission will proceed with its own 
independent examination in these matters. 
Specifically, the conferees expect that the 
Commission will provide additional relief 
(e.g., VHF/UHF combinations) that it finds 
to be in the public interest, and will imple
ment the permanent grandfather require
ment for local marketing agreements as pro
vided in the Telecommunications Act of 1996. 
Sec. 3004. Allocation and assignment of new 

public safety services 
HOUSE BILL 

The House bill directs the Commission to 
reallocate on a national, regional, or market 
basis 24 MHz of spectrum between 746 and 806 
MHz (inclusive) to public safety services, un
less the Commission finds that the needs of 
public safety can be met in particular areas 
with allocations of less than 24 MHz. The 

Commission must allocate the remainder of 
the spectrum located between 746 and 806 
MHz for commercial use, and to assign these 
commercial licenses by means of competitive 
bidding. 

In the event the immediate need for public 
safety spectrum cannot be met due to the 
unavailability of spectrum between 746 and 
806 MHz, the House bill requires the Commis
sion to permit public safety licensees to use 
unassigned frequencies outside those chan
nels. The House bill also directs the Commis
sion to make its best efforts to accommodate 
certain qualifying low-power television sta
tions once it completes its reallocation and 
assignment responsibilities under this sec
tion. 

SENATE AMENDMENT 

The Senate amendment directs the Com
mission, in consultation with the Secretary 
of Commerce and the Attorney General, to 
reallocate 24 MHz of spectrum between 746 
and 806 MHz (inclusive) for public safety 
services. The Commission must allocate 36 
MHz of spectrum between 746 and 806 MHz for 
commercial use, and assign these commer
cial licenses by means of competitive bid
ding. 

In the event the immediate need public 
safety spectrum cannot be met due to the 
unavailability of spectrum between 746 and 
806 MHz. the Senate bill requires the Com
mission to permit public safety licensees to 
use unassigned frequencies outside those 
channels. 

CONFERENCE AGREEMENT 

The House recedes to the Senate with a 
modification. A new section 337 is added to 
the Communications Act which requires the 
Commission to reallocate 24 MHz of spec
trum between 746 and 806 MHz (inclusive) for 
public safety services. In doing so. the Com
mission must consult with the Secretary of 
Commerce and the Attorney General. Sec
tion 337(a) requires the Commission to allo
cate 36 MHz in that same band for commer
cial use, with the licenses to be assigned by 
competitive bidding. 

New section 337(b) of the Communications 
Act directs the Commission to commence as
signment of the public safety licenses no 
later than September 30, 1998. In addition, 
the Commission must begin assignment of 
the commercial licenses by competitive bid
ding after January 1, 2001. 

New section 337(c) requires the Commission 
to waive any provisions of the Communica
tions Act or the Commission's rules (other 
than those relating to harmful interference) 
to the extent necessary to permit the use of 
unassigned frequencies available to the Com
mission for the provision of public safety 
services. The conferees recognize that, in 
heavily congested markets, sufficient spec
trum may not be available between 746 and 
806 MHz for public safety services. The intent 
of the conferees is that public safety agen
cies that demonstrate a need for spectrum 
are not denied the use of unassigned fre
quencies that have lain fallow for an ex
tended period of time. 

Before granting applications under this 
subsection, the Commission must make five 
specific findings. First, spectrum must not 
be immediately available on a frequency al
ready allocated to public safety services. 
Second, the public safety service use for 
which the unassigned frequency is requested 
must not interfere with uses of that spec
trum by other co-primary users already li
censed to use that frequency band. Third, the 
use of the unassigned frequency must be con
sistent with other public safety services in 

that geographic area, in order to ensure that 
interoperability of public safety services is 
not retarded by the allocation of that fre
quency for such use. Fourth, the unassigned 
frequency must have been allocated to the 
use for which it has not yet been assigned at 
least two years prior to the date on which 
the application for public safety service use 
is granted. This fourth requirement will en
sure that the Commission is given ample 
time to assign licenses for recently allocated 
spectrum before that spectrum can be as
signed to public safety services. And fifth, 
the Commission must determine that grant
ing the application is consistent with the 
public interest. 

New section 337(d) establishes certain con
ditions on those licensees that will operate 
between 746 and 806 MHz both during and 
after the transition to digital television 
service. The conferees expect that, for the 
period during the transition, the Commission 
will ensure that full-power analog and dig
ital television licensees will operate free of 
interference from public safety service li
censees, and conversely, that public safety 
service licensees will operate free of inter
ference from analog and digital television li
censees. The conferees also expect that the 
Commission will ensure that public safety 
service licensees continue to operate free of 
interference from any new commercial li
censees. 

New section 337(e) requires the Commission 
to clear all broadcast television licensees 
from the spectrum located between 746 and 
806 MHz at the end of the transition to dig
ital television. The conferees recognize that 
in clearing this band, the Commission will 
displace not only full-power licensees but 
also secondary broadcast services, including 
low-power licensees and television translator 
licensees. Consequently, the conferees expect 
that the Commission will seek to assure, 
consistent with its digital television table of 
allotments, that certain qualifying low
power licensees (as defined in new section 
337(f)(2)) are assigned frequencies below 746 
MHz. The conferees also urge the Commis
sion to accommodate television translator 
stations to the maximum extent practicable, 
consistent with the digital television table of 
allotments and the requirement to accom
modate low power television stations pursu
ant to section 337(e)(2) 
Sec. 3005. Flexible use of the electromagnetic 

spectrum 
HOUSE BILL 

The House bill contains no comparable pro
vision. 

SENATE AMENDMENT 

Section 3004 of the Senate amendment 
added a new section 303(y) regarding spec
trum flexibility. Specifically, the Commis
sion is required to allocate spectrum to pro
vide for flexibility of use if flexible use (1) ls 
consistent with international agreements, (2) 
is required by public safety allocations, (3) is 
in the public interest, (4) will not deter in
vestment in services and technology, or (5) 
will not result in harmful interference 
among users. 

CONFERENCE AGREEMENT 

The House recedes to the Senate with 
modifications. The conferees find that, while 
flexible allocation of spectrum can, under 
the right circumstances, result in more inno
vative and productive use of the spectrum, 
unlimited flexibility can introduce a level of 
entrepreneurial uncertainty that could ulti
mately retard the development of new serv
ices and technology. These modifications are 
intended to permit the Commission to allo
cate spectrum for flexible use under proce
dures and pursuant to conditions designed to 
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avoid the problems unlimited flexibility can 
cause. Specifically, new section 303(y) of the 
Communications Act provides that the Com
mission is permitted, but not required, to al
locate spectrum for flexible use if the Com
mission finds that such use is in the public 
interest, will not deter investment in tele
communications services and technology, 
and will not produce harmful interference, 
and is consistent with international agree
ments to which the United States is a party. 

The conferees do not intend to require the 
Commission to initiate a separate notice 
seeking comrpent on these issues prior to 
proposing to allocate spectrum for flexible 
use. New section 303(y) only requires that 
the Commission specifically seek comment 
in the allocation proceeding itself on wheth
er any proposed flexible allocation meets the 
criteria enumerated in section 303(y), and 
make appropriate findings in the context of 
issuing a final decision in the allocation pro
ceeding. 

Sec. 3006. Universal service fund payment 
schedule 

HOUSE BILL 

Section 3305 of the House bill requires the 
Treasury, for fiscal year 2001, to appropriate 
2 billion dollars to the universal service fund 
established under part 54 of the Commis
sion's rules, in addition to any other reve
nues required to be collected under such 
part. The House bill further provides that ex
penditures from the universal service fund, 
for fiscal year 2002, shall not exceed the 
amount of revenue to be collected for that 
fiscal year, less 2 billion dollars. 

SENATE AMENDMENT 

The Senate amendment has no comparable 
provision. 

CONFERENCE AGREEMENT 

The Senate recedes to the House with 
modifications. Section 3006(a) of this title 
provides for an appropriation of $3 billion to 
the universal service fund for fiscal year 
2001, to be repaid in fiscal year 2002 from the 
amounts collected by the fund. Section 
3006(b) further provides for a deferral, from 
2001 to 2002, of $3 billion of the amounts paid 
into the fund by interstate telecommuni
cations carriers or providers. Section 3006(c) 
states that the purposes for which amounts 
are expended from the fund should not be af
fected, whether the amounts come from the 
appropriation or payments into the fund. 
The conferees for this title are concerned 
about the precedent set by this section and 
its possible impacts on universal service in 
the United States. 

Sec. 3007. Deadline for collection 
HOUSE BILL 

Section 3304(b) of the House bill requires 
the Commission to conduct any competitive 
bidding required by the House bill in a man
ner that ensures that the proceeds from the 
auctions are deposited in accordance with 
section 309(j)(8) of the Communications Act 
of 1934 by September 30, 2002. 

SENATE AMENDMENT 

The Senate amendment contains no com
parable provision. 

CONFERENCE AGREEMENT 

The Senate recedes to the House, with the 
modification that the deadline applies to all 
competitive bidding provisions in this title 
of the conference agreement and any amend
ments to other law made in this title. 

Sec. 3008. Administrative procedures for 
spectrum auctions 

HOUSE BILL 

Section 3304(a) of the House bill either 
waives or limits several requirements of ex-

isting law to expedite the commencement 
and completion of the competitive bidding 
required under the House bill. The waivers 
and limitations affected by procedures that 
apply both before and after the competitive 
bidding occurs. 

SENATE AMENDMENT 

The Senate amendment contains no com
parable provision. 

CONFERENCE AGREEMENT 

The Senate recedes to the House, with a 
modification. Specifically, section 3008 of 
this title prohibits the Commission from 
granting a license under this title earlier 
than 7 days after the Commission releases a 
public notice announcing that the applica
tion for such license has been accepted for 
filing. This section also requires the Com
mission to provide at least 5 days following 
the public notice for the filing of petitions to 
deny such application. 
ESTABLISHMENT OF MEDICAREPLUS/MEDICARE 

CHOICE PROGRAM 

Sections 10001 and 4001 of House bill and 
Section 5001 of Senate amendment 

CURRENT LAW 

Persons enrolling in Medicare have two 
basic coverage options. They may elect to 
obtain services through the traditional fee
for-service system under which program pay
ments are made for each service rendered. · 
Under Section 1876 of the Social Security 
Act, they may also elect to enroll with a 
managed care organization which has en
tered into a payment agreement with Medi
care. Three types of managed care organiza
tions are authorized to contract with Medi
care: an entity that has a risk contract with 
Medicare, an entity that has a cost contract 
with Medicare, or a health care prepayment 
plan (HCPP) that has a cost contract to pro
vide Medicare Part B services. Risk-con
tracts are frequently referred to as TEFRA 
risk contracts and cost contracts are fre
quently referred to as TEFRA cost con
tracts. TEFRA refers to the 1982 legislation, 
the Tax Equity and Fiscal Responsibility 
Act of 1982, which established the rules gov
erning these types of contracts. 

A beneficiary in an area served by a health 
maintenance organization (HMO) or com
petitive medical plan (CMP) with a Medicare 
risk contract may voluntarily choose to en
roll in the organization. (A CMP is a health 
plan that is not a federally qualified HMO 
but that meets specific Medicare require
ments.) Medicare makes a single monthly 
capitation payment for each of its enrollees. 
In return, the entity agrees to provide or ar
range for the full range of Medicare services 
through an organized system of affiliated 
physicians, hospitals and other providers. 
The beneficiary must obtain all covered 
services through the HMO or CMP, except in 
emergencies. The beneficiary may be 
charged the usual cost-sharing charges or 
pay the equivalent in the form of a monthly 
premium to the organization. Beneficiaries 
are expected to share in any of the HMO's/ 
CMP's projected cost savings between Medi
care 's capitation payment and what it would 
cost the organization to provide Medicare 
benefits to its commercial enrollees through 
the provision of additional benefits. (It could 
also return the " savings" to Medicare.) 

Beneficiaries may also enroll in organiza
tions with TEFRA cost contracts. These en
tities must meet essentially the same condi
tions of participation as risk contractors; 
however they may have as few as 1,500 en
rollees (rather than 5,000) to qualify. Under a 
cost contract, Medicare pays the actual cost 

the entity incurs in furnishing covered serv
ices (less the estimated value of beneficiary 
cost-sharing). Enrollees obtain supplemental 
benefits by paying a monthly premium. The 
entity must offer a basic package (which 
covers all or a portion of Medicare cost-shar
ing charges); any additional benefits must be 
priced separately. (Conversely, a risk-con
tractor may offer just one package.) Enroll
ees in TEFRA cost-contract entities may ob
tain services outside the entity's network; 
however, the entity has no obligation to 
cover the beneficiary's cost-sharing in this 
case. 

A third type of managed care arrangement 
is the HCPP. A HCPP arrangement is similar 
to a TEFRA cost contract except that it pro
vides only Part B services. Further, there 
are no specific statutory conditions to qual
ify for a HCPP contract. Some HCPPs are 
private market HMOs, while others are 
union or employer plans. HCPPs have no 
minimum enrollment requirements, no re
quirement that the plan have non-Medicare 
enrollees, or a requirement for an open en
rollment period. Unlike TEFRA cost con
tractors (but like risk contractors), HCPPs 
may offer a single supplemental packag·e 
that includes both Part B c.ost-sharing and 
other benefits; cost-sharing benefits need not 
be priced separately. 

Any Medicare beneficiary residing in the 
area served by an HMO/CMP may enroll, 
with two exceptions. The first exception ap
plies to beneficiaries not enrolled in Part B. 
The second exception applies to persons 
qualifying for Medicare on the basis of end
stage renal disease (ESRD); however, persons 
already enrolled who later develop ESRD 
may remain enrolled in the entity. 

The HMO/CMP must have an annual open 
enrollment period of at least 30 days dura
tion. During this period, it must accept bene
ficiaries in the order in which they apply up 
to the limits of its capacity, unless to do so 
would lead to violation of the 50% Medicare
Medicaid maximum or to an enrolled popu
lation unrepresentative of the population in 
the area served by the HMO. 

TEFRA risk contractors are required to 
hold an additional open enrollment period if 
any other risk-based entity serving part of 
the same geographic area does not renew its 
Medicare contract, has its contract termi
nated, or has reduced its service area to ex
clude any portion of the service area pre
viously served by both contractors. In such 
cases, the Secretary must establish a single 
coordinated open enrollment period for the 
remammg contractors. These remaining 
HMOs/CMPs must then accept its enrollees 
during an enrollment period of 30 days. 

An enrollee may request termination of his 
or her enrollment at any time. An individual 
may file disenrollment requests directly 
with the HMO or at the local social security 
office. Disenrollment takes effect on the 
first day of the month following the month 
during which the request is filed. The HMO 
may not disenroll or refuse to re-enroll a 
beneficiary on the basis of health status or 
need for health services. 

The requirement for an open enrollment 
period does not apply to HCPPs. These enti
ties may deny enrollment or terminate en
rollment on medical or other grounds, if in 
doing so they use the same criteria for Medi
care and non-Medicare enrollees. As a result, 
employer or union plans may restrict enroll
ment to covered retirees. 

The Secretary is authorized to prescribe 
procedures and conditions under which eligi
ble organizations contracting with Medicare 
may inform beneficiaries about the organiza
tion. Brochures, applications forms, or other 
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promotional or informational material may 
be distributed only after review and approval 
by the Secretary of HHS. HMOs may not 
disenroll or refuse to re-enroll a beneficiary 
because of health status or need for health 
care services. HMOs must provide enrollees, 
at the time of enrollment and annually 
thereafter, an explanation of rights to bene
fits, restrictions on services provided 
through nonaffiliated providers, out-of-area 
coverage, coverage of emergency and ur
gently needed services, and appeal rights. A 
terminating HMO must arrange for supple
mentary coverage for Medicare enrollees for 
the duration of any preexisting condition ex
clusion under their successor coverage for 
the lesser of 6 months or the duration of the 
exclusion period. 

HOUSE BILL 

Section 10001 (new section 1851). The Social 
Security Act would be amended to insert a 
new Part C, MedicarePlus Program. New sec
tion 1851 of Part C of the Social Security Act 
would specify requirements related to eligi
bility , election of coverage, and enrollment. 

Section 4001 (new section 1851). Identical 
provision. 

SENATE AMENDMENT 

Identical except the new program of 
choices would be called Medicare Choice. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment except that the new pro
gram, of choices would be called 
Medicare+Choice. 

Except for the addition of HMOs, modest 
benefit changes, and episodic reforms in pro
vider payment methods, the Medicare pro
gram has remained essentially unchanged 
since the program's inception in 1965. This 
contrasts starkly with the health benefit de
sign, delivery, and cost containment innova
tions that have occurred in the private sec
tor and, to a great extent, have been cap
tured by the Federal Employee Health Ben
efit Program (FEHBP). The creation of 

· Medicare+Choice will allow beneficiaries to 
have access to a wide array of private health 
plan choices in addition to traditional fee
for-service Medicare. In addition, it will en
able the Medicare program to utilize innova
tions that have helped the private market 
contain costs and expand health care deliv
ery options. 

The Conferees believe that one of the most 
significant innovations is the Medical Sav
ings Account (MSA). MSAs can give the el
derly genuine catastrophic protection, which 
the traditional Medicare program does not 
guarantee. Well over 400,000 Medicare bene
ficiaries experience out-of-pocket costs in 
excess of $5,000 every year, causing financial 
ruin in many cases. In contrast, MSA plans 
could significantly limit such costs-even for 
chronically ill beneficiaries. In addition, 
Medical Savings Accounts can help discour
age overutilization and can give seniors 
more control over their health care dollars. 

Building upon the private market MSA 
demonstration program available to small 
employers and the self-employed under the 
recently-enacted bipartisan Health Insur
ance Portability and Accountability Act 
(HIP AA), the conference agreement would 
authorize a demonstration of Medicare MSAs 
available to 390,000 of the 33 million senior 
citizens eligible for Medicare. The Conferees 
note that this demonstration is smaller rel
ative to the size of the eligible population 
than the HIP AA demonstration program, 
reaching less than 2 percent of Medicare 
beneficiaries. Nevertheless, it is the hope 

and intent of the Conferees that this number 
will allow a true test of the potential bene
fits to the program and to beneficiaries of 
the MSA concept. In addition, the Conferees 
note that the private fee-for-service 
Medicare+Choice option authorized by this 
agreement represents the first defined con
tribution plan in which beneficiaries may en
roll in the history of the program. 

In addition to ensuring .more health care 
delivery options for Medicare beneficiaries, 
the conference agreement also ensures that 
these options will be available to bene
ficiaries nationwide, not just to those in se
lect geographic areas. By blending local and 
national payment rates and by instituting a 
minimum payment amount, the agreement 
significantly narrows the range in capitated 
payments to Medicare risk plans. At the 
same time, the Conferees have ensured that 
each county- level payment rate will be in
creased by at least 2 percent a year, in order 
to ensure that beneficiaries who are cur
rently choosing to enroll in private plans 
will continue to have this option. It is the 
intent of the Conferees that these payment 
reforms will provide incentives for health 
care organizations to broaden and multiply 
their service areas beyond their current 
areas of concentration to reach all Medicare 
beneficiaries, including those in rural Amer
ica. 
(a) Types of choices 

HOUSE BILL 

Section 10001 (new section 1851(a)). Pro
vides that every individual entitled to Medi
care Part A and enrolled under Part B could 
elect to receive benefits through two op
tions: (I) the existing Medicare fee-for-serv
ice program (Medicare FFS) or (ii) through a 
MedicarePlus plan. The exception to this 
would be individuals medically determined 
to have ESRD. They would not be able to 
elect MedicarePlus. Individuals who devel
oped ESRD while enrolled in a plan could 
continue in that plan. A MedicarePlus plan 
could be offered by: (I) a coordinated care 
plan (including .an HMO or preferred provider 
organization ( PPO)), (ii) a provider spon
sored organization (PSO); and (iii) a com
bination of a medical savings account (MSA) 
and contributions to a MedicarePlus MSA. 

Section 4001 (new section 1851(a)). Identical 
provision. 

SEN ATE AMENDMENT 

Similar but provides for additional private 
plan options: unrestricted fee-for-service pri
vate plans and any other private plan for the 
delivery of health care items and services. 
(HMOs, PPOs, and POS plans are specified in 
lieu of "coordinated care" plans.) 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification speci
fying that the Medicare fee-for-service pro
gram is the original fee-for-service program, 
that coordinated care plans are defined as in
cluding but not limited to HMO plans (with 
or without point of service options), and that 
a Medicare+Choice plan includes a fee-for
service plan, defined as a plan that reim
burses hospitals, physicians, and other pro
viders at a rate determined by the plan on a 
fee-for-service basis without placing the pro
vider at financial risk; does not vary such 
rates for such provider based on the utiliza
tion relating to such provider; and does not 
restrict the selection of providers among 
those who are lawfully authorized to provide 
the covered services and agree to accept the 
terms and conditions of payment established 
by the plan. (This option is also referred to 
as a " private fee-for-service" plan.) 

The Conferees note that the GAO has re
cently attempted to measure the quality of 
care provided to ESRD patients in managed 
care organizations relative to original Medi
care, but that HCFA did not have adequate 
data on these patients to enable a compari
son. HCFA is now working with the GAO to 
provide a data base that will permit quality 
comparisons. It is important that HCF A be 
able to measure ESRD quality and establish 
standards for care, as provided in Section 
4558, before individuals with ESRD are per
mitted to join managed care organizations 
(b) Special rules 

HOUSE BILL 

Section 10001 (new section 1851(b)). In gen
eral , an individual would be eligible to elect 
a MedicarePlus plan offered by a 
MedicarePlus organization only if the orga
nization served the geographic area in which 
the individual resided. Enrollment could 
continue if the plan provided benefits for en
rollees located in the area to which the indi
vidual moved. An individual eligible for an 
annuity under the Federal Employee Health 
Benefits Program would not be eligible for 
an MSA plan until the Office of Management 
and Budget adopted policies to ensure that 
such enrollment did not result in increased 
expenditures for the federal government for 
FEHBP plans. The Secretary could apply 
similar rules in the case of individuals who 
are eligible for Departments of Defense or 
Veterans' Affairs health care. An individual 
who is a qualified Medicare beneficiary 
(QMB), a qualified disabled and working indi
vidual, a specified low-income Medicare ben
eficiary (SLMB), or otherwise entitled to 
Medicare cost-sharing assistance under a 
state Medicaid program, would not be eligi
ble to enroll in an MSA plan. 

In addition, individuals would not be eligi
ble to enroll in an MSA plan on or after Jan
uary 1, 2003, or as of any date if the number 
of individuals enrolled in MSA plans reached 
500,000. Under rules established by the Sec
retary, an individual would not be eligible to 
enroll or continue enrollment in an MSA un
less the individual would be residing in the 
U.S. for at least 183 days during the year. In
dividuals enrolling in MSA plans prior to ei
ther of those two events would be allowed to 
continue such enrollment. The Secretary 
would be required to regularly evaluate and 
report to Congress on the impact of permit
ting enrollment of MSA plans on selection 
(including adverse selection), use of preven
tive care, access to care, and the financial 
status of the Trust Funds. In addition, the 
Secretary would be required to submit to 
Congress periodic reports on the number of 
individuals enrolled in MSA plans and to 
submit a report to Congress by no later than 
March 1, 2002 on whether the time limitation 
should be extended or removed, and whether 
any change should be made to the number of 
individuals permitted to enroll in Medicare 
MSAs. 

Section 4001 (new section 1851(b)). Identical 
provision. 

SENATE AMENDMENT 

Similar, except that enrollment in MSAs 
would be capped at 100,000. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with modifications relating 
to continuation of enrollment and to the size 
of the MSA demonstration. Plans would have 
to provide that individuals exercising the 
Medicare+Choice option who no longer reside 
in the service area of such plan have, as part 
of the basic benefit package, reasonable ac
cess within the geographic area of the plan 
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to the full range of services covered under 
the contract, subject to reasonable cost shar
ing liability in obtaining such benefits. 

The enrollment in MSAs would be capped 
at 390,000. 
(c) Process for exercising choice 

HOUSE BILL 

Section 10001 (new section 185l(c)). The 
Secretary would be required to establish a 
process for elections (and changing elec
tions) of Medicare FFS and MedicarePlus op
tions. Elections would be made (or changed) 
only during specified coverage election peri
ods. An individual who wished to elect a 
MedicarePlus plan could do so by filing an 
election form with the organization. 
Disenrollment would be accomplished the 
same way. An individual failing to make an 
election during the initial election period 
would be deemed to have chosen the Medi
care FFS option. The Secretary would be re
quired to establish procedures under which 
individuals enrolled with a MedicarePlus or
ganization at the time of the initial election 
period and who failed to elect to receive cov
erage other than through the organization 
would be deemed to have elected the 
MedicarePlus plan offered by the organiza
tion (or, if the organization offered more 
than one such plan, such plan as the Sec
retary provided for under such procedures). 
An individual who made (or was deemed to 
have made) an election would be considered 
to have continued such election until the in
dividual changed the election or the plan was 
discontinued. 

Section 4001 (new section 185l(c)). Identical 
provision. 

SENATE AMENDMENT 

Similar except election into the Medicare 
fee-for-service program is referred to as "tra
ditional Medicare" to distinguish it from the 
private fee-for-service plan option. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a clarification that an 
individual election would continue until, in 
the case of an individual in a 
Medicare+Choice plan, such election was dis
continued or (subject to the provision relat
ing to continuation of enrollment) when the 
plan no longer served the area in which the 
individual resided. 
(d) Providing information to promote informed 

choice 
HOUSE BILL 

Section 10001 (new section 185l(d)). Re
quires the Secretary to provide for activities 
to disseminate broadly information to cur
rent and prospective Medicare beneficiaries 
on the coverage options available in order to 
promote an active, informed selection among 
such options. At least 30 days before each an
nual, coordinated election period, the Sec
retary would send to each MedicarePlus eli
gible person a notice containing the informa
tion specified below in order to assist the in
dividual in making an election. This would 
include general information, a list of plan 
options and comparative plan option infor
mation, the MedicarePlus monthly capita
tion rate, and other information determined 
by the Secretary to be helpful in making 
elections. This information would have to be 
written in language easily understood by 
Medicare beneficiaries. The Secretary would 
be required to coordinate the mailing of this 
information with the annual mailing of 
other Medicare information required under 
current law. To the extent practicable, the 
Secretary would provide such information to 
new MedicarePlus individuals at least two 

months prior to their initial enrollment pe
riod. 

The required general election information 
would include information on: (I) services 
covered and not covered by Medicare FFS 
(including benefits, cost-sharing, and bene
ficiary liability for balance billing); (ii) the 
Part B premium amount, (iii) election proce
dures, (iv) rights including grievance and ap
peals procedures and the right to be pro
tected against discrimination, (v) informa
tion on Medigap and Medicare Select poli
cies, and (vi) the right of the organization to 
terminate the contract and what this would 
mean for enrollees. 

Comparative plan option information 
would have to include: (I) a description of 
benefits including· any benefits covered be
yond Medicare FFS, any reductions in cost
sharing and any maximum limits on out-of
pocket costs, and in the case of MSA plans, 
the differences in their cost sharing com
pared to other MedicarePlus plans; (11) the 
monthly premium (and net monthly pre
mium) for the plan; (iii) to the extent avail
able, quality indicators (compared with indi-

. cators for Medicare FFS) including 
disenrollment rates, enrollee satisfaction 
and health outcomes, and whether the plan 
is out of compliance with any federal re
quirements; and (iv) information on any sup
plemental coverage. The required informa
tion would be updated at least annually. 

The Secretary would be required to main
tain a toll-free number and Internet site for 
inquiries regarding MedicarePlus options 
and plans. A MedicarePlus organization 
would be required to provide the Secretary 
with such information on the organization 
and its plans as the Secretary needed to pre
pare the information described above for 
Medicare beneficiaries. The Secretary could 
enter into contracts with appropriate non
Federal entities to carry out these informa
tion activities. 

Section 4001 (new section 185l(d)). Similar 
except requires additional elements to pro
vided relating to comparative plan informa
tion: (I) whether provider networks are used 
and related payment policies, (ii) informa
tion on coverage of emergency and urgently 
needed care, (iii) grievance and appeals pro
cedures, (iv) utilization review procedures, 
and (v) exclusions in types of providers par
ticipating in the plan's network. 

SENATE AMENDMENT 

Similar except: (I) information must be 
provided to beneficiaries at least 15 days (in
stead of 30 days) before each annual coordi
nated election period; (ii) specifies that com
parative information be in chart-like form; 
(iii) does not require provision of the area's 
monthly capitation rate in information sent 
to beneficiaries; (iv) information to newly 
Medicare Choice eligible beneficiaries would 
have to be sent no later than 30 days (instead 
of 2 months) before their initial enrollment 
period; (v) the required quality and perform
ance information would have to include the 
extent to which an enrollee may select the 
provider of their choice and whether the plan 
covers out-of-network services, and an indi
cation of the enrollee's exposure to balance 
billing and restriction on coverage of items 
and services provided to enrollees by an out
of-network health care provider; (vi) plan in
formation would have to include an overall 
summary of the method of physician com
pensation used for participating physicians; 
and (vii) the Secretary would be required to 
coordinate with states to the maximum ex
tent feasible in developing and distributing 
information provided to beneficiaries. The 
required quality information does not in-

elude the requirement in section 10001 to in
clude the plan's recent record of compliance. 
(For information on utilization review, see 
1852(c)). 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. The 
open season information that has to be up
dated annually would have to include 
changes in the monthly basic and supple
mental beneficiary premiums. The general 
information to be provided (such as covered 
i terns and services and beneficiary cost-shar
ing) would not have to include the amount of 
the Part B premium. 

Comparative plan information (not re
quired to be "chart-like form") would have 
to include in the case of a private fee-for
service plan, differences in cost sharing. and 
balance billing compared to such under other 
Medicare+Choice plans; the extent to which 
an enrollee could obtain benefits through in
network or out-of-network health care pro
viders and could select among such providers 
and the types of providers participating in 
the plan's network; and the organization's 
coverage of emergency and urgently needed 
care. A description of the differences be
tween the MSA plans and other plans and 
differences between fee-for-service plans and 
other plans would have to include premium 
information. 

Information on the potential for contract 
termination would have to include the fact 
that a Medicare+Choice organization could 
reduce the service area included in its con
tract and the effect of such a reduction on 
enrollees. 

The agreement modifies the Senate re
quirements relating to information on qual
ity and performance by requiring informa
tion on the plan's record of compliance. 
(Other Senate quality requirements are 
moved to general comparative plan informa
tion.) The conference agreement does not in
clude the Senate requirement that there be 
coordination with the states on the develop
ment and distribution of information. How
ever, in providing information in this sec
tion, it is the conferees' intent that the Sec
retary shall coordinate with States to the 
maximum extent feasible and practicable in 
carrying out this section. The agreement 
does not include the Senate requirement 
that there be an overall summary descrip
tion of the method of compensating physi
cians. (See item (c) under section 1852 
below.) 

The Conferees intend that the Secretary 
take all steps necessary to ensure that all 
seniors are provided the information they 
need to make informed choices about health 
coverage. Therefore, beneficiaries will for 
the first time have access to accurate infor
mation, including comparative information, 
about health plan choices. According to the 
1990 Census, there are nearly 4 million people 
over the age of 65 who report that a language 
other than English is spoken in their home. 
The Conferees believe that all beneficiaries, 
including those who are limited in their 
English proficiency, should have access to 
accurate and timely information about the 
array of private health plan options avail
able under Medicare+Choice. Therefore, the 
Conferees intend that the language requiring 
the Secretary to promote " active, informed 
selection among" Medicare+Choice plans and 
to provide information " using language that 
is easily understandable by Medicare bene
ficiaries" include such information as may 
be necessary to help all individuals eligible 
to enroll in Medicare+Choice plans, includ
ing those with limited English proficiency. 
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(e) Coverage election periods 

HOUSE BILL 

Section 10001 (new section 1851(e)). Pro
vides that individuals would first have a 
choice (" initial election" ) between Medicare 
FFS and MedicarePlus plans (if there were 
one or more MedicarePlus plans to choose 
from in their area) upon eligibility for Medi- · 
care. The Secretary would designate a time 
for the election such that coverage would be
come effective when the individual was eligi
ble to begin coverage. 

From 1998 through 2000, there would be 
continuous open enrollment and 
disenrollment, when eligible individuals 
could switch MedicarePlus plans or move 
into or out of the Medicare FFS program op
tion. For the first 6 months during 2001, 
there would also be continuous open enroll
ment and disenrollment, but individuals 
could only change their election once during 
2001 (except during the annual coordinated 
open enrollment period or a .special enroll
ment period (as described below)). During 
subsequent years, individuals would be able 
to enroll in a MedicarePlus option and 
disenroll from it at any time during the first 
3 months of a year (or during the first 3 
months after an individual became eligible 
to enroll in a MedicarePlus plan). Such 
changes could be made only once a year ex
cept during annual coordinated election and 
special enrollment periods. 

Beginning in October 2000, there would be 
an annual, coordinated election period dur
ing which individuals could change elections 
for the following calendar year. The Sec
retary would be required to hold 
MedicarePlus health fairs in October of each 
year, beginning with 1998. Such fairs would 
provide for nationally, coordinated edu
cational and publicity campaigns to inform 
MedlcarePlus eligibles about MedicarePlus 
plans and the election process, including the 
annual, coordinated election periods. 

Starting January 1, 2001, special election 
periods would be provided in which an indi
vidual could discontinue an election of a 
MedicarePlus plan and make a new election 
if: (I) the organization's or plan 's certifi
cation was terminated or the organization 
terminated or otherwise discontinued pro
viding the plan; (ii) the person who elected a 
MedicarePlus plan was no longer eligible be
cause of a change in residence or certain 
other changes in circumstances; (iii) the in
dividual demonstrated that the organization 
offering the plan violated its contract with 
Medicare (including the failure to provide 
the enrollee on a timely basis medically nec
essary care or to provide such care in accord
ance with applicable quality standards), or 
misrepresented the plan in its marketing; or 
(4) the individual encountered other excep
tional conditions specified by the Secretary. 

Special rules would apply for MSA plans. 
Individuals could elect an MSA plan only 
during: (I) an initial open enrollment period; 
(ii) an annual, coordinated election period, 
or (iii) October 1998 and October 1999. Such 
individuals could not discontinue an election 
of an MSA plan except during an annual, co
ordinated election period, October 1998 and 
October 1999, or if the MSA plan had been de
certified or terminated. 

Section 4001 (new section 1851(e)). Identical 
provision. · 

SENATE AMENDMENT 

Similar with exceptions: (I) individuals 
would permanently be allowed to enroll at 
any time a plan was open to enrollment and 
during the annual coordinated election pe
riod; (ii) individuals could disenroll at any 

time; (iii) the coordinated election period 
would take place in November and would 
begin in 1998; (iv) health fairs would be held 
for the first time in November 1997 and 
would be conducted annually in the month of 
November; (v) the special election periods 
would apply effective in 1998 (and not 2001); 
MSA plans could be elected during an initial 
open enrollment period and a coordinated 
annual election period (i.e., not limited to 
October 1998 and 1999). 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with an amendment. Continuous 
open enrollment and disenrollment would 
last through the end of 2001. The transition 
period, when there would be open enrollment 
and disenrollment but a limitation of one 
change of election, would be for the first 6 
months of 2002. This would be followed by 
full implementation of the annual enroll
ment/disenrollment election process in 
which there would be a limitation of one 
change during a three-month annual open 
enrollment period each year. 

Even after 2003, individuals age 65 and 
older who enroll in a Medicare+Choice plan 
when they first become eligible for Medicare 
would be able to disenroll from 
Medicare+Choice into original fee-for-service 
Medicare at any time during their first 12 
months of enrollment in the Medicare pro
gram not withstanding the general open en
rollment rules. During this period, they 
would have an extended period of guaranteed 
access to Medigap plans under corresponding 
provisions of the conference agreement. In 
addition, individuals electing to enroll in an 
MSA plan for the first time during an annual 
coordinated election period would have an 
additional period, until December 15, to 
disenroll from enrollment in such plan. 

For the risk adjustment methods author
ized by the Act to work to their full poten
tial and to provide organizations offering 
Medicare+Choice plans with incentives to 
keep beneficiaries healthy, the Conferees be
lieve that it is important to move away from 
a system where beneficiaries can enroll and 
disenroll from HMOs at virtually any time. 
Therefore, the Conference Agreement pro
vides a transition to a system of annual open 
enrollment periods based on the FEHBP 
choice model. This model balances pro
motion of active competition with protec
tions for beneficiaries who wish to test the 
broad array of private health plan choices 
made available by the Act without losing 
their right tci return to fee-for-service Medi
care. 

The annual coordinated election period 
would take place in November, beginning 
with November 1999. The Medicare+Choice 
health information fair would be held in No
vember, beginning with 1999. A special edu
cational and publicity campaign would be 
conducted during November 1998 by the Sec
retary to inform Medicare+Choice individ
uals about the Medicare+Choice plans and 
risk contract plans offered in different areas 
and the election process. A Medicare+Choice 
organization would be required to provide for 
open enrollment periods during the initial 
enrollment period, during the month of No
vember of 1998 and each subsequent year, and 
during special election periods. Special elec
tion periods would start January 1, 2002. An 
individual could elect an MSA only during 
an initial open enrollment period, annual co
ordinated election period or the month of 
November, 1998. 

(f) Effectiveness of elections and changes of 
elections 

HOUSE BILL 

Section 10001 (new section 1851(f)). An elec
tion made during the initial election period 
would become effective when the individual 
became entitled to Medicare benefits, except 
as the Secretary might provide in order to 
prevent retroactive coverage. During contin
uous open enrollment periods, an election or 
change of elections would take effect with 
the first calendar month after the election 
was made. An election or change of coverage 
made during a coordinated election period 
would take effect as of the first day of the 
following year. Elections during other peri
ods would take effect in the manner specified 
by the Secretary to protect continuity of 
coverage. 

Section 4001 (new section 185l(f)). Identical 
provision. 

SENATE AMENDMENT 

Similar but an election or change of cov
erage during an annual, coordinated election 
period could, at the individual's option, take 
effect on December 1 of the election year. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 
(g) Guaranteed issue and renewal 

HOUSE BILL 

Section 10001 (new section 1851(g)). Re
quires MedicarePlus organizations to accept 
MedicarePlus eligibles without restriction 
during election periods. If the organization 
had a capacity limit, it could limit enroll
ment but only if priority were given to those 
who had already elected the plan and then to 
other persons in a manner that did not dis
criminate on the basis of health-status re
lated factors (which include health status, 
medical condition (including both physical 
and mental illnesses), claims experience, re
ceipt of health care, medical history, genetic 
information, evidence of insurability (includ
ing conditions arising out of acts of domestic 
violence) and disability). These restrictions 
would not apply if they would result in en
rollment substantially misrepresentative of 
the Medicare population in the service area. 

MedicarePlus organizations could not ter
minate an enrollee 's election except for fail
ure to pay premiums on a timely basis, dis
ruptive behavior, or because of plan termi
nation of all MedicarePlus individuals. Indi
viduals terminated for cause would be 
deemed to have elected Medicare FFS. An in
dividual whose plan was terminated would 
have a special election period to change into 
another MedicarePlus plan. If the individual 
failed to make an election, he or she would 
be deemed to be Medicare FFS. Plans would 
have to transmit to the Secretary a copy of 
each enrollee's election form. 

Section 4001 (new section 1851(g)). Identical 
provision. · 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with conforming changes 
and a modification clarifying that the pre
mium, for purposes of terminating an elec
tion because of failure to pay premiums, is 
the basic premium or supplemental pre
miums. 
(h) Approval of marketing material and applica

tion forms 
HOUSE BILL 

Section 10001 (new section 1851(h)). Re
quires MedicarePlus plans to submit mar
keting material to the Secretary at least 45 
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days before distribution. The material could 
then be distributed if not disapproved by the 
Secretary. Medicare's new standards for 
plans (established under new section 1856) 
would have to include guidelines for the re
view of all marketing material submitted. 
Under these guidelines, the Secretary would 
have to disapprove marketing materials if 
they were materially inaccurate or mis
leading. 

Each MedicarePlus organization would 
have to conform to fair marketing standards, 
including a prohibition on a MedicarePlus 
organization (or its agent) completing any 
portion of any election form on behalf of any 
individual. 

Section 4001 (new section 1851(h)). Identical 
provision. 

SENATE AMENDMENT 

Identical except that the provision does 
not include a prohibition against an organi
zation or its agent completing any portion of 
any election form used to carry out elec
tions. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification chang
ing the requirement on the Secretary to pro
hibit an organization or its agent from com
pleting any portion of an election form used 
to carry out elections to an authorization of 
the Secretary to prohibit such an activity. It 
also adds a prov1s10n prohibiting 
Medicare+Choice organizations from pro
viding for cash or other monetary rebates as 
an inducement for enrollment. 
(i) Effect of election of MedicarePlus plan op

tion 
Section 10001 (new section 1851(I)). Pay

ments under a contract with a MedicarePlus 
organization with respect to an individual 
electing a MedicarePlus plan offered by an 
organization would be instead of the 
amounts which otherwise would have been 
payable under Medicare Parts A and B. 

Section 4001 (new section 1851(I)). Identical 
provision. 

Effective date. 
Section 10001. Unless otherwise provided, 

the provision is generally effective upon en
actment. 

Section 4001. Identical. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment wtth technical modifica
tions. 

BENEFITS ~ND BENEFICIARY PROTECTIONS 

New section 1852 
CURRENT LAW 

Section 1876 provides for requirements re
lating to benefits, payment to the plans by 
Medicare, and payments to the plans by 
beneficiaries. In addition, it specifies stand
ards for patient protection and quality as
surance. 

A Medicare beneficiary enrolled in an 
HMO/CMP is entitled to receive all services 
and supplies covered under Medicare Parts A 
and B (or Part B only, if only enrolled in 
Part B). These services must be provided di
rectly by the organization or under arrange
ments with the organization. Enrollees in 
risk-based organizations are required to re
ceive all services from the HMO/CMP except 
in emergencies. (Exceptions apply to risk 
plans that offer a point-of-service (POS) op
tion in which enrollees are permitted to use 
non-network providers but typically at high
er enrollee cost-sharing levels.) 

In general, HMOs/CMPs offer benefits in 
addition to those provided under Medicare's 
benefit package. In certain cases, the bene
ficiary has the option of selecting the addi
tional benefits, while in other cases some or 
all of the supplementary benefits are manda
tory. 

Some entities may require members to ac
cept additional benefits (and pay extra for 
them in some cases). These required addi
tional services may be approved by the Sec
retary if it is determined that the provision 
of such additional services will not discour
age enrollment in the organization by other 
Medicare beneficiaries. 

Medicare HMOs/CMPs must provide enroll
ees, at the time of enrollment and annually 
thereafter, an explanation of: rights to bene
fits, restrictions on services provided 
through nonaffiliated providers, out-of-area 
coverage, coverage of emergency and ur
gently needed services, and appeal rights. 

Medicare HMOs/CMPs must make all Medi
care-covered services and all other services 
contracted for available and accessible with
in their service areas, with reasonable 
promptness and in a manner that assures 
continuity of care. Urgent care must be 
available and accessible 24 hours a day and 7 
days a week. HMOs must also pay for serv
ices provided by nonaffiliated providers when 
services are medically necessary and imme
diately required because of an unforeseen ill
ness, injury, or condition and it is not rea
sonable, given the circumstances, to obtain 
the services through the HMO. 

HMOs/CMPs are required to have arrange
ments for an ongoing quality assurance pro
gram that stresses health outcomes and pro
vides review by physicians and other health 
care professionals of the process followed in 
the provision of health services. External re
view is conducted by a peer review organiza
tion (PRO), one of the groups that has con
tracted with the Secretary for review of the 
quality and appropriateness of hospital serv
ices. PRO reviews of HMOs/CMPs covers both 
inpatient and outpatient care. The Secretary 
also has the right to inspect or otherwise 
evaluate the quality, appropriateness, and 
timeliness of services provided and the facili
ties of the organization when there is reason
able evidence of some need for inspection. 

In up to 25 states, the Secretary is author
ized to designate another external agency, 
known as a quality review organization or 
QRO to perform reviews. QROs must meet 
many of the same standards as PROs, but 
have not contracted with the Department of 
HHS for the review of services other than 
those provided by an HMO/CMP. 

HMOs/CMPs must have meaningful griev
ance procedures for the resolution of indi
vidual enrollee complaints about such prob
lems as failure to receive covered services or 
unpaid bills. In addition, an enrollee who be
lieves that the HMO has improperly denied a 
service or imposed an excessive charge has 
the right to a hearing before the Secretary if 
the amount involved is greater than $100. If 
the amount is greater than $1,000, either the 
enrollee or the HMO may seek judicial re
view. On April 30, -1997, HCFA issued final 
rules for establishing an expedited review 
process for Medicare beneficiaries enrolled in 
HMOs and CMPs. 

Hospitals and other providers are required 
under Medicare as a condition of participa
tion to ask whether an individual has an ad
vance directive and make a notice of such in 
the patient's record. Such hospitals and 
other providers also have to provide upon ad
mission and at other specified times written 
information to adult patients: on applicable 

advance directive laws of the relevant state 
and of the advance directive policies of the 
provider. 

Payments to Medicare HMOs/CMPs include 
amounts that reflect Medicare's fee-for-serv
ice payments to hospitals in an area for indi
rect and direct medical education costs and 
disproportionate share adjustments. 

Penalties apply for violations of limits on 
the use of "physician incentive plans," i.e., 
compensation arrangements between HMOs 
and physicians that might induce physicians 
to withhold .services. An HMO may not make 
a specific payment to a physician as an in
ducement to reduce or limit services to a 
specific enrollee. In addition, if physicians or 
physician groups are placed at substantial fi
nancial risk for services other than their 
own, the HMO must provide adequate stop
loss protection to limit the physicians' po
tential liability and must periodically sur
vey enrollee satisfaction. 

There are no provisions in current law 
equivalent to the provider protections re
quired in these provisions. HCF A has indi
cated that Medicare managed care bene
ficiaries are entitled to physicians' advice 
and counsel and are therefore protected by 
law from contractual provisions placing lim
its on such communications (i.e., "gag" 
clauses). There is no provision in current law 
for medical savings account plans for Medi
care beneficiaries. 

HOUSE BILL 

Section 10001 (new section 1852). The provi
sion establishes a new Section 1852 speci
fying federal requirements related to 
MedicarePlus plan benefits and beneficiary 
protections. 

Section 4001 (new section 1852). Identical 
provision. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment, except that the provi
sions apply to Medicare+Choice organiza
tions and plans. 
(a) Basic benefits 

HOUSE BILL 

Section 10001 (new section 1852(a)). Each 
MedicarePlus plan, except an MSA plan, 
would be required to provide benefits for at 
least the items and services for which bene
fits are available under Parts A and B of 
Medicare and any additional health services 
as the Secretary may · approve under section 
1854 of this provision (see below). A 
MedicarePlus plan would meet this require
ment if, for items and services furnished 
other than through a provider that has a 
contract with the organization offering the 
plan, the plan provides (in addition to any 
cost sharing provided for under the plan) for 
at least the dollar amount of payment as 
would otherwise be authorized under Medi
care FFS (including any balance billing per
mitted under Medicare FFS). These cost
sharing limitations would not apply to an in
dividual enrolled under an MSA plan. 

MedicarePlus organizations could offer 
under their MedicarePlus plans supple
mental benefits. Supplemental benefits ap
proved by the Secretary could be offered 
without affording enrollees an option to de
cline them. Alternatively, a MedicarePlus 
organization could provide to enrollees 
(other than those in an MSA plan) optional 
supplemental benefits. A MedicarePlus plan 
could seek payment from other payers, such 
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as insurers or employer plans, in cir
cumstances where secondary payer rules 
apply. 

The provision would establish a policy re
lating to a national coverage determination 
made between the annual announcements of 
MedicarePlus payment rates. The applica
tion of the determination would be delayed if 
the determination would result in a signifi
cant change in costs to the MedicarePlus 
plan, and such change was not incorporated 
in the MedicarePlus payment rate estab
lished for that period. In such cases, the na
tional coverage determination would apply 
to the first contract year beginning after 
such period. If the determination provided 
for coverage of additional benefits or bene
fits under additional circumstances, it would 
also apply to the first contract year begin
ning after such period, unless otherwise re
quired by law. 

Section 4001 (new section 1852(a)). Identical 
provision. 

SENATE AMENDMENT 

Similar except the provision that a Medi
care Choice plan pay at least the dollar 
amount of payment as would otherwise be 
authorized under Medicare FFS (including 
any balance billing permitted) does not 
apply to uprestricted fee-for-service as well 
as MSA plans. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with modifications. A plan 
would not have to provide for hospice care. A 
plan, including a private fee-for-service plan, 
would have to pay for items and services fur
nished · through non-contract providers in an 
amount so that the sum of such payment and 
any cost sharing required under the plan was 
equal to at least the dollar amount of pay
ment as would otherwise be authorized under 
Medicare fee-for-service (including any bal
anced billing permitted under parts A and 
B). (The conference agreement includes a 
cross-reference to other sections of the bill 
related to limitations on balance billing and 
on enrollee liabilities.) The agreement also 
includes a prov1s10n specifying that a 
Medicare+Choice organization could not pro
vide an MSA plan supplemental health care 
benefit that covered the plan deductible. 
Health benefits sold as accident, disability, 
workers compensation, dread disease and 
other specified types of plans would not be 
considered as covering the deductible. (See 
Medigap conforming amendments). A private 
fee-for-service plan could offer supplemental 
benefits that include payment for some or all 
of the balance billing amounts permitted 
consistent with section 1852(k) (as described 
below and relating to treatment by non-con
tracting providers) and coverage of addi
tional services that the plan finds to be 
medically necessary. 
(b) Antidiscrimination 

HOUSE BILL 

Section 10001 (new section 1852(b)). A 
MedicarePlus organization could not deny, 
limit, or condition the coverage or provision 
of benefits under this part based on any 
health-status related factor (health status, 
medical condition (including both physical 
and mental illnesses), claims experience, re
ceipt of health care, medical history, genetic 
information, evidence of insurability (includ
ing conditions arising out of acts of domestic 
Violence) and disability). This requirement 
should not be construed to mean that a 
MedicarePlus organization had to enroll in
dividuals determined to have ESRD. 

Section 4001 (new section 1852(b)). Identical 
provision. (See section 1852(k) on provider 
nondiscrimination.) 

SENATE AMENDMENT 

Similar but also includes anti-discrimina
tion protection for providers. Provides that a 
Medicare Choice organization could not dis
criminate with respect to participation, re
imbursement, or indemnification as to any 
provider who is acting within the scope of 
the provider's license or certification under 
applicable state law, solely on the basis of 
such license or certification. This provision 
should not be construed to prohibit a plan 
from including providers only to the extent 
needed to meet the needs of the plan's enroll
ees or from establishing any measure de
signed to maintain quality and control costs 
consistent with the responsibilities of the 
plan. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
(c) Disclosure/detailed description of plan provi

sions 
HOUSE BILL 

Section 10001 (new section 1852 (c)). The 
provision would require each MedicarePlus 
plan to disclose in clear, accurate, and stand
ardized form to each enrollee at the time of 
enrollment and annually thereafter, the fol
lowing information about the plan: (I) .its 
service area; (ii) its benefits and exclusions 
from coverage (and, in the case of an MSA 
plan, a comparison with other MedicarePlus 
plans); (iii) the number, mix, and distribu
tion of participating providers, (iv) per
mitted out-of-area coverage; (v) coverage of 
and procedures for obtaining emergency 
services (including the appropriate use of 911 
or local equivalent); (vi) any optional supple
mental coverage, including the benefits and 
premium price; (vii) any prior authorization 
or other rules that could result in non
payment; (viii) any plan-specific grievance 
and appeals procedures; and (ix) its quality 
assurance program. 

Section 4001 (new section 1852(c)). Similar 
but also requires that the detailed descrip
tion of the plan provisions include whether 
there is a point-of-service option and, if so, 
the premium for it. 

SENATE AMENDMENT 

Similar except in the detailed description 
of plan provisions, the plan would not have 
to describe benefits that are not offered. The 
organization would have to describe any out
of-network coverage provided under the plan. 
Also upon request of an Medicare Choice eli
gible individual, an organization would have 
to provide: general information on Medicare 
and Medicare Choice and comparative plan 
information as well as information on utili
zation review procedures. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with an amendment to re
quire that organizations provide information 
on out-of-network coverage (if any) provided 
by the plan, and any point-of-service option 
(including the supplemental premium for 
such option). Organizations also would have 
to disclose upon request information on pro
cedures used to control expenditures, infor
mation on the number of grievances, recon
sideration, and appeals and on the disposi
tion in the aggregate of such matters, and an 
overall summary description as to the meth
od of compensation of participating physi
cians. 
( d) Access to services 

HOUSE BILL 

Section 10001 (new section 1852(d)). Permits 
a MedicarePlus organization offering a 

MedicarePlus plan to restrict the providers 
from whom benefits could be provided so 
long as: (I) the organization makes the bene
fits available and accessible to each indi
vidual electing the plan within the service 
area with reasonable promptness and in a 
manner which assures continuity in the pro
vision of benefits; (ii) when medically nec
essary, the organization makes benefits 
available and accessible 24 hours a day, 7 
days a week; (iii) the plan provides reim
bursement for covered out-of-network serv
ices if the services are medically necessary 
and immediately required because of unfore
seen illness, injury, or condition and it is not 
reasonable to provide the services through 
the organization or met other conditions; 
(iv) the organization provides access to ap
propriate providers, including credentialed 
specialists, for medically necessary treat
ment and services; and (v) coverage is pro
vided for emergency services without regard 
to either prior authorization requirements or 
the emergency care entity's contractual re
lationship with the organization. 

A MedicarePlus organization would be· re
quired to comply with such guidelines as the 
Secretary might prescribe relating to pro
moting efficiency and timely coordination of 
appropriate maintenance and post-stabiliza
tion care provided to an enrollee determined 
to be stable by a medical screening examina
tion required under the Examination and 
Treatment under Emergency Medical Condi
tions and Women in Labor requirements of 
the Social Security Act (Section 1867). 

Emergency services mean covered inpa
tient and outpatient services that are fur
nished to an enrollee of a MedicarePlus orga
nization by a provider qualified to provide 
services under Medicare, and are needed to 
evaluate or stabilize an emergency medical 
condition. 

An emergency medical condition is one 
manifesting itself by acute symptoms of suf
ficient severity such that a prudent 
iayperson, who possesses an average knowl
edge of health and medicine, could reason
ably expect the absence of immediate med
ical attention to result in: (I) placing the 
health of the individual in serious jeopardy 
(and in case of a pregnant women, her health 
or that of her unborn child; (ii) serious im
pairment to bodily functions, or (iii) serious 
dysfunction of any bodily organ or part. 

Section 4001 (new section 1852(d)). Similar 
except it adds "in the opinion of the treating 
health care provider" to the requirement 
that services be available and accessible 24 
hours a day/7 days a week when medically 
necessary. Under the provision to require ac
cess to appropriate providers, specifies when 
such treatment and services are determined 
to be medically necessary in the professional 
opinion of the treating health care provider, 
in consultation with the individual. 

Also, includes a provision to require a 
MedicarePlus organization to ensure that 
the length of an inpatient hospital stay cov
ered under Medicare be determined by the 
attending physician (or other attending 
health care provider to the extent permitted 
under state law) and the patient to be medi
cally appropriate. Provides that this require
ment not be construed as requiring the pro
vision of inpatient coverage if the attending 
physician or provider and patient determine 
that a shorter stay is medically appropriate 
or as affecting the application of deductibles 
and coinsurance. 

SENATE AMENDMENT 

Similar but also requires that, except as 
provided by the Secretary on a case-by-case 
basis, the organization provide primary care 
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services within 30 minutes or 30 miles from 
an enrollee's place of residence if the en
rollee resides in a rural area. Specifies the 
content of the guidelines to be used respect
ing coordination of post-stabilization care. 
Includes "including severe pain" in the pru
dent layperson definition of emergency med
ical condition. 

CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House provision with a modifica
tion to clarify that a plan must provide for 
reimbursement for services provided to an 
individual other than through the organiza
tion if the services were not emergency serv
ices but met the conditions described above. 
The conference agreement also includes se
vere pain in the definition of an emergency 
medical condition. 

In the case of a private fee-for-service plan, 
the organization offering the plan would 
have to demonstrate to the Secretary that 
the organization had a sufficient number and 
range of providers with such agreements to 
provide services under the terms of the plan. 
The Secretary would be required to find that 
an organization met this requirement if, 
with respect to any category of health care 
professional or provider, the plan established 
payment rates for covered services furnished 
by that category of provider that were not 
less than the payment rates provided for 
under part A, part B, or both, for such serv
ices or the plan had contracts or agreements 
with a sufficient number and range of pro
viders within such category to provide cov
ered services under the plan, or a combina
tion of both. This requirement does not re
strict the persons from whom enrollees in a 
fee-for-service plan may obtain covered bene
fits. 

The conference agreement allows plans to 
select the providers from whom benefits are 
provided only if the plan provides adequate 
access to services to its enrollees. The Con
ferees believe that access to primary care 
services for Medicare beneficiaries residing 
in rural areas can be judged as adequate if 
those primary care services are no more than 
30 minutes or 30 miles from an enrollee's 
place of residence. 
( e) Quality assurance program 

HOUSE BILL 

Section 10001 (new section 1852(e)). The pro
vision would require a MedicarePlus organi
zation to have arrangements (established in 
accordance with regulations of the Sec
retary) for an ongoing quality assurance pro
gram for services provided to its 
MedicarePlus enrollees. The program has to: 
(I) stress health outcomes and provide for 
the collection, analysis, and reporting of 
data that will permit measurement of out
comes and other indices of MedicarePlus 
plans and organizations; (ii) provide for writ
ten protocols for utilization review; (ii) pro
vide review by physicians and other health 
care professionals of the process followed in 
the provision of health services; (iv) monitor 
and evaluate high volume and high risk serv
ices and the care of acute and chronic condi
tions; (v) evaluate the continuity and coordi
nation of care; (vi) have mechanisms in place 
to detect both underutilization and over
utilization; (vii) after identifying areas for 
improvement, establish or alter practice pa
rameters; (viii) take action to improve qual
ity and assess effectiveness of such actions; 
(ix) make available information on quality 
and outcomes measures to facilitate bene
ficiary comparison and choice; (x) be evalu
ated on an ong'oing basis; (xi) include meas
ures of consumer satisfaction; and (xii) pro-

vide the Secretary with such access to infor
mation collected as may be appropriate to 
monitor and ensure quality. 

Each organization would be required to 
have an agreement with an 'independent 
quality review and improvement organiza
tion, approved by the Secretary, for each 
plan it operates, to perform functions such 
as quality review, review for the appropriate
ness of setting of care, adequacy of access, 
beneficiary outreach, and review of com
plaints about poor quality of care. A 
MedicarePlus organization would be deemed 
to meet the requirements for quality assur
ance external review if it is accredited by a 
private organization under a process that the 
Secretary has determined assures that the 
organization applies and enforces standards 
that are no less stringent than those speci
fied under the plan standards requirements 
established by this provision (see new Sec
tion 1856 as described below). 

Section 4001 (new section 1852(e)). Identical 
provision. 

SENATE AMENDMENT 

Identical except provides that the quality 
assurance provisions (including the external 
review requirements) and the requirement 
below (item "h") relating to maintaining 
medical records, would not apply to the case 
of a Medicare Choice organization in relation 
to a Medicare Choice unrestricted fee-for
service plan. In addition, the external review 
requirements are not included in those for 
which an organization could obtain deemed 
approval as a result of being accredited by a 
private organization. 

Requires that each Medicare Choice orga
nization report annually (at the request of 
the enrollee) a statement disclosing the pro
portion of premiums and revenues received 
by the organization that are expended for 
non-health care items and services. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with a clarification that, 
except in the case of the review of quality 
complaints and consistent with the disclo
sure requirements in this part, the Secretary 
would be required to ensure that the exter
nal review activities not be duplicative of 
the review activities conducted as part of the 
accreditation process. The Secretary would 
be authorized to waive the external review 
requirement if he or she determined that the 
organization consistently maintained an ex
cellent record of quality assurance and com
pliance with other requirements under this 
part. The conference agreement does not in
clude the Senate requirement requiring or
ganizations to provide annual reports on 
non-health expenditures to enrollees at their 
request. 

The conference agreement further provides 
for specific quality assurance elements for 
Medicare+Choice private fee-for-service 
plans and Medicare+Choice MSA non-net
work plans. (The quality assurance elements 
for plans are reordered.) Such plans would 
have to have a program that (I) stresses 
health outcomes and provides for data per
mitting measurement of outcomes and other 
indices of quality, (ii) monitors and evalu
ates high volume and high risk services and 
the care of acute and chronic conditions, (iii) 
evaluates the continuity and coordination of 
care that enrollees receive; (iv) is evaluated 
on an ongoing basis as to its effectiveness; 
(v) includes measures of consumer satisfac
tion, and (vi) provides the Secretary with 
certain information to monitor and evaluate 
the plan's quality. In addition, insofar as 
such plans provided for written protocols of 

utilization review, they would have to base 
them on current standards of medical prac
tice. Finally, they would have to have mech
anisms to evaluate utilization of services 
and inform providers and enrolles of the re
sults of such an evaluation. 
(f) Coverage determinations 

HOUSE BILL 

Section 10001 (new section 1852(f)). A 
MedicarePlus organization would be required 
to make determinations regarding author
ization requests for nonemergency care on a 
timely basis. Reconsideration of denials 
would generally have to be decided within 30 
days of receiving medical information, but 
not later than 60 days after the coverage de
termination. Physicians, other than a physi
cian involved in the initial determination, 
would be the only individuals permitted to 
make decisions to deny coverage based on 
medical necessity. 

Section 4001 (new section 1852 (f)). Similar 
but adds a requirement that the organization 
provide notice of any denial and the reasons 
for it, and to provide an explanation of the 
grievance and appeals process. Also, the phy
sician acting on a reconsideration would 
have to be one with appropriate expertise in 
the field of medicine which needs treatment. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes section 
4001 of the House provision with modifica
tions which incorporate into the section pro
visions relating to reconsideration and ap
peals. A Medicare+Choice organization 
would have to have a procedure for making 
determinations regarding whether an indi-

. vidual enrolled within the plan was entitled 
to receive a health service and the amount 
(if any) that the individual was required to 
pay with respect to the service. Subject to 
the provision related to expedited deter
minations and reconsideration, such a proce
dure would have to provide for the deter
mina.tion to be made on timely basis, de
pending on the urgency of the situation. The 
explanation of the determination would have 
to be in understandable language, state the 
reasons for the denial, and provide a descrip
tion of the reconsideration and appeals proc
esses. The organization generally would have 
to provide for reconsideration of a deter
mination upon request by the enrollee. The 
reconsideration would have to be within a 
time period specified by the Secretary but 
(except for those falling under expedited de
terminations and reconsideration) would 
have to be made within 60 days after the date 
of the receipt of the request for reconsider
ation. A reconsideration relating to a deter
mination to deny coverage based on lack of 
medical necessity would have to be made 
only by a physician with appropriate exper
tise in the field of medicine which relates to 
the condition necessitating treatment who is 
other than a physician involved in the initial 
determination. It is not the Conferee's intent 
to require that a physician involved in the 
reconsideration process in all cases be of the 
same specialty or sub-speciality as the treat
ing physician. 

The conference agreement further modifies 
the provision relating to expedited deter
minations and reconsideration. An enrollee 
in a Medicare+Choice plan could request an 
expedited determination or an expedited re
consideration. A physician, regardless of 
whether the physician was affiliated with 
the organization, could request such an expe
dited determination or reconsideration. 

The conference agreement modifies the 
provision relating to organizational proce
dures to require that in the case of a request 
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for an expedited determination or reconsid
eration made by a physician, the organiza
tion expedite the determination or reconsid
eration if the request indicated that the ap
plication of the normal time frame for mak
ing a determination (or a reconsideration in
volving a determination) could seriously 
jeopardize the life or health of the enrollee 
or the enrollee 's ability to regain maximum 
function. The time limitations for the orga
nization to respond to the request would be 
established by the Secretary, but could not 
be later than 72 hours of the time of receipt 
of the request for determination or reconsid
eration, or such longer period as the Sec
retary might permit in specified cases. 

The bill includes maximum time frames 
for the processing of reconsideration and ex
pedited determinations and reconsideration. 
These time frames codify existing regula
tions and, in some instances, provide addi
tional protections to beneficiaries beyond 
current law or regulation. These time frames 
were included to assure through a statutory 
provision a minimum level of protection con
sistent with current regulation under the 
Medicare program. They do not represent a 
judgment by the Conferees in regard to time 
frames that would be optimum in the future. 
In fact, the Conferees understand that HCF A 
is currently developing proposed regulations 
that would reduce certain time frames in
cluded in current regulations. These efforts 
will now be superseded by the need to de
velop regulations to implement Part C. The 
Conferees assume that the Secretary will ad~ 
dress the issue of time frames in the Part C 
regulations and intend through these provi
sions to provide her sufficient flexibility to 
adopt time frames that are shorter than the 
maximum time frames included in this 
agreement. 
(g) Grievances and appeals 

HOUSE BILL 

Section 10001 (new section 1852(g)), The 
provision would require each MedicarePlus 
org·aniza ti on to provide meaningful proce
dures for hearing and resolving grievances. 
An enrollee dissatisfied by reason of the en
rollee 's failure to receive health services 
would be entitled, if the amount in con
troversy was $100 or more , to a hearing be
fore the Secretary. If the amount in con
troversy was $1,000 or more, the individual or 
organization, upon notifying the other party, 
would be entitled to judicial review. The 
Secretary would be required to contract with 
an independent, outside entity to review and 
resolve appeals of denials of coverage related 
to urgent or emergency services. 

An enrollee in a MedicarePlus plan could 
request an expedited determination by the 
organization regarding .:tn appeal. Such re
quests could also come from physicians. The 
organization would have to maintain proce
dures for expediting organization determina
tions when, upon request of an enrollee, the 
organization determined that the applica
tion of a normal time frame for making a de
termination or a reconsideration could seri
ously jeopardize the life or health of an en
rollee or the enrollee's ability to regain max
imum function. In an urgent case, the orga
nization would have to notify the enrollee 
(and physician involved) of the determina
tion as expeditiously as the enrollee's condi
tion requires, but not later than 72 hours (or 
24 hours in the case of a reconsideration), or 

· such longer period as the Secretary may per
mit in specified cases. 

Section 4001 (new Section 1852(h)). Iden
tical except adds a requirement that the Sec
retary annually report publicly on the num
ber and disposition of denials and appeals 

within each organization, and those resolved 
by the independent entity. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House bill with modifications to 
reflect the changes made in the prior provi
sion relating to coverage determinations and 
reconsideration. (The grievance mechanism 
to be established by each organization is 
treated as a distinct item in the conference 
agreement.) 
(h) Confidentiality and accuracy of enrollee 

records 
HOUSE BILL 

Section 10001 (new section 1852(h)). Each 
MedicarePlus organization would be required 
to establish procedures to safeguard the pri
vacy of individually identifiable enrollee in
formation, to maintain accurate and timely 
medical records and other health informa
tion, and to assure timely access of enrollees 
to their medical records. 

Section 4001 (new section 1852(h)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMEN'l' 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with some changes in 
wording. 
(i) Information on advance directives 

HOUSE BILL 

Section 10001 (new section 1852(I)). Each 
MedicarePlus organization would be required 
to maintain written policies and procedures 
respecting advance directives. 

Section 4001 (new section 1852(I)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(j) Rules requiring physician participation 

HOUSE BILL 

Section 10001 (new section 1852(j)). Each 
MedicarePlus organization would be required 
to establish reasonable procedures relating 
to the participation of physicians under a 
MedicarePlus plan offered by the organiza
tion. The procedures would include: (I) pro
viding notice of the rules regarding partici
pation; (ii) providing written notice of ad
verse participation decisions; and (iii) pro
viding a process for appealing adverse deci
sions. The organization would be required to 
consult with physicians who have entered 
into participation agreements regarding the 
organization's medical policy, quality, and 
medical management procedures. 

The provision would prohibit interference 
with physician advice to . enrollees. A 
MedicarePlus organization could not pro
hibit a covered health professional from ad
vising a patient about the patient's health 
status or about medical care or treatment 
for the patient's condition or disease, regard
less of whether benefits for such care or 
treatment are provided under the plan if the 
professional is acting within the lawful scope 
of practice. "Health care provider" is defined 
to include physicians and other health care 
professionals (as specified). This provision 
should not be construed as requiring a 
MedicarePlus plan to provide, reimburse for, 

or provide coverage of a counseling or refer
ral service if the MedicarePlus organization 
offering the plan objects to the provision of 
such service on moral or religious grounds, 
and, in the manner and through the written 
instrumentalities the MedicarePlus organi
zation deems appropriate, makes available 
information on its policies regarding such 
service to prospective enrollees before or 
during enrollment. For those beneficiaries 
enrolled in the plan at any time a policy is 
adopted by the MedicarePlus organization or 
MedicarePlus plan regarding coverage of a 
counseling or referral service, the 
MedicarePlus organization offering such 
plan would have to notify enrollees of such 
policy within 90 days. 

The provision also would limit the use of 
physician incentive plans. The provision 
would define a physician incentive plan as 
any compensation arrangement between a 
MedicarePlus organization and a physician 
group that has the effect, directly or indi
rectly, of reducing or limiting services pro
vided. The provision would prohibit 
MedlcarePlus plans from operating such a 
physician incentive plan unless the following 
conditions were met. No specific payment 
could be made, directly or indirectly, to a 
physician group as an inducement to reduce 
or limit medically necessary services pro
vided with respect to a specific individual. If 
the plan placed a physician or physician 
group at substantial financial risk, the orga
nization would be required to provide ade
quate and appropriate stop-loss protection 
and to conduct periodic surveys of currently 
and previously enrolled individuals to deter
mine the degree of access to and satisfaction 
with the quality of services. Further, the or
ganization would be required to provide the 
Secretary with sufficient descriptive infor
mation for the Secretary to determine com
pliance with these requirements. 

A MedicarePlus organization would not be 
able to provide (directly or indirectly) for a 
provider (or group of providers) to indemnify 
the organization against any liability result
ing from a civil action brought by or on be
half of an enrollee for any damage caused to 
the enrollee by the organization 's denial of 
medically necessary care. 

Section 4001 (new section 1852 (j)). Similar 
except regulation of incentive plans applies 
for health care providers (and not just physi
cians). Also, the provision includes a limita
tion on non-compete clauses. This prohibits 
a MedicarePlus organization from directly or 
indirectly seeking to enforce any contrac
tual obligations to the organization for the 
provision of services through the organiza
tion have ended from joining or forming any 
competing MedicarePlus organization that is 
a PSO in the same area. 

SENATE AMENDMENT 

Similar but does not include the prohibi
tion on restrictions on physician commu
nications. 

CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House bill with a clarification 
that the rules regarding provider participa
tion relate to organizations that offer bene
fits under a Medicare+Choice plan through 
agreements with physicians, and that the 
limitation on provider indemnification ap
plies to a health care professional or other 
entity providing health care services in addi
tion to a provider of services. 

The conference agreement further provides 
for special rules for Medicare+Choice private 
fee-for-service plans. The following would 
apply to this provision and to item " k " 
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below (as well as to section 1866(a)(l)(O) re
lated to hospitals and SNFs that do not have 
contracts with managed care plans that es
tablish payment amounts or payment limits 
that would be made as payment in full). A 
hospital (or other provider of services), a 
physician or other health care professional, 
or other entity furnishing health care serv
ices would be treated as having a contract in 
effect with a Medicare+Choice organization 
(with respect to enrollees in a 
Medicare+Choice fee-for-service plan it of
fers) if: (I) the provider, professional, or 
other entity furnished services that were 
covered under the plan to such an enrollee 
and (ii) before providing such services, the 
provider, professional or other entity was in
formed of the individual's enrollment and ei
ther was informed of the terms and condi
tions of payments for such services under the 
plan or was given a reasonable opportunity 
to obtain information concerning such terms 
and conditions, in a manner reasonably de
signed to effect informed agreement by a 
provider. This would only apply in the ab
sence of an explicit agreement between the 
provider, professional, or other entity and 
the Medicare+Choice organization. · 

This provision of the conference agreement 
also permits organizations offering 
Medicare+Choice plans that object to the 
coverage or provision of counseling or refer
ral services on moral or religious grounds to 
make information on these policies available 
in the manner and through the written in
strumentalities the organization deems ap
propriate. This limitation was included pri
marily to remove discretion from the Sec
retary or other governmental entities that 
may seek to impose burdensome regulatory, 
legal, or stylistic requirements with respect 
to this notice requirement. This limitation 
is not intended to allow Medicare+Choice or
ganizations to intentionally obfuscate or 
seek to deceive prospective or current enroll
ees about their coverage policies. Rather, the 
Conferees intend for such notice to be pro
vided in a manner that would be meaningful 
to beneficiaries and reasonably inform them 
of any plan restrictions. 
(k) Treatment of services furnished by certain 

providers 
HOUSE BILL 

Section 10001 (new section 1852(k)). Re
quires a physician or other entity (other 
than a provider of services) that does not 
have a contract establishing payment 
amounts for services furnished to an indi
vidual enrolled with a MedicarePlus organi
zation to accept as payment in full for cov
ered services the amounts that the physician 
or other entity could collect if the individual 
were in Medicare FFS. Any penalty or other 
provision of law that applies to such a pay
ment under Medicare FFS would also apply 
with respect to an individual covered under a 
MedicarePlus plan. 

Section 4001 (new section 1852(k)). Identical 
provision. (See "p" below for exemption of 
requirement for Medicare MSA plans.) 

SENATE AMENDMENT 

Similar provision except that it excepts 
from the requirement an unrestricted fee
for-service plan as well as an MSA plan. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with an amendment to pro
vide for application of the provision to 
Medicare+Choice private fee-for-service 
plans as follows: 

(A) Balance Billing Limits.-In the case of 
an individual enrolled in such a plan, a phy
sician. provider, or other entity that has a 

contract (including one assumed under item 
"j" above) establishing a payment rate for 
services furnished to the enrollee would have 
to accept as payment in full for covered 
Medicare services an amount not to exceed 
(including any deductibles, coinsurance. co
payments, or balance billing otherwise per
mitted under the plan) an amount equal to 
115% of such payment rate. The plan would 
have to establish procedures similar those in 
section 1848(g)(l)(A) (relating to Medicare's 
limitation on actual charges) to carry out 
this requirement. An organization's failure 
to establish and enforce these procedures 
would be subject to intermediate sanctions 
(as established under new section 1857(g). 

(B) Enrollee Liability for Noncontract Pro
viders.-In the case of an enrollee who is pro
vided covered services by a noncontract pro
vider, the plan would have to pay for items 
and services in an amount so that the sum of 
such payment and any cost sharing required 
under the plan was equal to at least the dol
lar amount of payment as would otherwise 
be authorized under Medicare fee-for-service 
(including any balanced billing permitted 
under parts A and B). Enrollee liability 
would be limited in the same way as it is for 
other plans. Providers would have to accept 
as payment in full for covered services the 
amounts that the physician or other entity 
could collect if the individual were in Medi
care FFS. (Section 1866(a)(1)(0) related to . 
hospitals and SNFs that do not have con
tracts with managed care plans thatc estab
lish payment amounts or payment limits 
that would be made as payment in full would 
apply where appropriate.) 

(C) Information on Beneficiary Liability.
Each Medicare+Choice organization that of
fered a private fee-for-service plan would 
have to provide that enrollees were provided 
an appropriate explanation of benefits (con
sistent with that provided under Medicare 
FFS and, if applicable, under Medicare sup
plemental policies) that included a clear 
statement of the amount of the enrollee's li
ability (including any for balance billing). 
The organization would also have to provide 
that the hospital provide enrollees prior no
tice before receipt of inpatient hospital serv
ices and certain other services when the 
amount of balance billing could be substan
tial. Such notice would have to include a 
good faith estimate of the likely amount of 
balance billing (if any) with respect to such 
services, based upon the presenting condition 
of the enrollee. 
(l) Disclosure of use of DSH and teaching hos

pitals 
HOUSE BILL 

Section 10001 (new section 1852(1)). Each 
MedicarePlus organization would have to 
provide the Secretary with information on 
(I) the extent to which it provides inpatient 
and outpatient hospital benefits under 
MedicarePlus through the use of hospitals 
that are eligible for disproportionate share 
hospital adjustments or through the use of 
teaching hospitals that receive indirect and 
direct graduate medical education payments, 
and (ii) the extent to which differences be
tween payment rates to different hospitals 
reflect the disproportionate share percentage 
of low-income patients and the presence of 
medical residency training programs in 
those hospitals. 

Section 4001 (new section 1852 (1)) . Identical 
provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 

(m) Out-of-network access 
HOUSE BILL 

Section 10001. No provision. 
Section 4001 (new section 1852(m)). Re

quires that if a MedicarePlus organization 
offers one plan which provides for coverage 
primarily through network providers, that it 
also be allowed to offer individuals (at the 
time of enrollment) another plan which pro
vides for coverage through non-network pro
viders. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(n) Non-preemption of state law 

HOUSE BILL 

Section 10001. No provision. 
Section 4001 (new section 1852(n)). A state 

could establish or enforce requirements with 
respect to beneficiary protections in this 
section but only if such requirements were 
more stringent. 

SEN ATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(o) Nondiscrimination in selection of network 

health professionals 
HOUSE BILL 

Section 10001. No provision. 
Section 4001 (new section 1852(0)). Pro

hibits a MedicarePlus plan offering network 
coverage from discriminating in selecting 
the members of its health professional net
work (or in establishing the terms and condi
tions for membership in the network) on the 
basis of the race, national origin, gender, 
age, or disability (other than a disability 
that impairs the ability of an individual to 
provide health care services of that may 
threaten the health of enrollees) of the 
health professional. A MedicarePlus organi
zation could not deny any health care profes
sionals, based solely on the license or certifi
cation as applicable under state law, the 
ability to participate in providing covered 
heal th care services or to be reimbursed or 
indemnified for providing such services. 

SENATE AMENDMENT 

No provision. (See section 1852(b) above re
garding restrictions on organizations deny
ing participation solely on the basis of li
cense or certification.) 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the House provision in this section, but in
cludes similar language on prohibiting plans 
from denying health care professionals the 
ability to participate solely on the license or 
certification-from the Senate bill in section 
1852(b). 
(p) Special rule for private fee-for-service MSA 

plan 
HOUSE BILL 

Section 10001. No provision. 
Section 4001 (new section 1852(p)). Provides 

that a MedicarePlus MSA plan that is a fee
for-service plan would not be subject to the 
requirements described above relating to 
procedures for establishing physician par
ticipation in the plan or the limitations on 
balance billing. 

Effective date 
Section 10001. Unless otherwise provided, 

the provision is generally applicable to con
tracts entered into or renewed on or after 
January l, 1998. 
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Section 4001. Identical. 

SENATE AMENDMENT 

See 1852(k) above. 
Effective date. Identical 

CONFERENCE AGREEMENT 

The co.nference agreement includes the 
House bill. 

PAYMENTS TO MEDICAREPLUS/MEDICARE 
CHOICE ORGANIZATIONS (NEW SECTION 1853) 

CURRENT LAW 

Under a Medicare risk contract, an HMO 
agrees to provide or arrange for the full 
scope of covered Medicare services in re.turn 
for a single monthly capitation payment 
issued by Medicare for each enrolled bene
ficiary. One of the numbers used to deter
mine this payment is the adjusted average 
per capita cost, or AAPCC. The other, the 
adjusted community rate or ACR, is dis
cussed below (see new Section 1854). 

The AAPCC is Medicare's estimate of the 
average per capita amount it would spend for 
a given beneficiary (classified by certain de
mographic characteristics and county of res
idence) who was not enrolled in an HMO and 
who obtained services on the usual fee-for
service basis. Separate AAPCCs are estab
lished for enrollees on the basis of age, sex, 
whether they are in a nursing home or other 
institution, whether they are also eligible 
for Medicaid, whether they are working and 
being covered under an employer plan, and 
the county of their residence. These AAPCC 
values are calculated in three basic steps: 

Medicare national average calendar year 
per capita costs are projected for the future 
year under consideration. These numbers are 
known as the U.S. per capita costs (USPCCs) 
and are estimated average incurred benefit 
costs per Medicare enrollee and adjusted to 
include program administration costs. 
USPCCs are developed separately for Parts A 
and B of Medicare, and for costs incurred by 
the aged, disabled, and those with ESRD in 
those two parts of the program. 

Geographic adjustment factors that reflect 
the historical relationships between the 
county's and the Nation's per capita costs 
are used to convert the national average per 
capita costs to the county level. Expected 
Medicare per capita costs for the county are 
calculated only for fee-for-service bene
ficiaries by removing both reimbursement 
and enrollment attributable to Medicare 
beneficiaries in prepaid plans. 

Once the county AAPCC is calculated, it is 
then adjusted for the demographic variables 
described above, such as age, sex, and Med
icaid status. 

For each Medicare beneficiary enrolled 
under a risk contract, Medicare will pay the 
HMO 95% of the rate corresponding to the 
demographic class to which the beneficiary 
is assigned. 

Medicare payments to risk-contract HMOs 
include amounts that reflect Medicare's fee
for-service pay men ts to hospitals in an area 
for disproportionate share adjustment. 

HOUSE BILL 

Section 10001 (new section 1853). Estab
lishes a new section 1853 specifying the 
methodology for determining payment to 
MedicarePlus plans and the procedures for 
announcing rates and paying plans. 

Section 4001 (new section 1853). Identical 
provision. 

SENATE AMENDMENT 

Similarly establishes new section 1853 but 
all references are to Medicare Choice, such 
as Medicare Choice capitation payments. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 

Senate amendment except that the require
ments apply to Medicare+Choice organiza
tions and plans. 
(a) In general 

HOUSE BILL 

Section 10001 (new section 1853(a)). Pro
vides that under a MedicarePlus contract, 
the Secretary would be required to make 
monthly payments in advance to each 
MedicarePlus organization for each covered 
individual in a payment area in an amount 
equal to 1/ 12 of the annual MedicarePlus capi
tation rate with respect to that individual 
for that area. The payment would be ad
justed for such risk factors as age, disability 
status, gender, institutional status, and 
other such factors as the Secretary deter
mined to be appropriate, so as to ensure ac
tuarial equivalence. 

The Secretary could add to, modify, or sub
stitute for such factors, if such changes 
would improve the determination of actu
arial equivalence. The Secretary would be 
required to establish separate rates of pay
ment with respect to individuals with end 
stage renal disease (ESRD). 

Payments to organizations could be retro
actively adjusted for (I) actual versus the es
timated enrollment used to determine the 
amount of advance payment; and (ii) individ
uals' change of enrollment from a 
MedicarePlus organization sponsored or con
tributed to by an employer to a 
MedicarePlus organization. 

Risk Adjustment. The Secretary would be 
required to develop and submit to Congress 
by no later than October 1, 1999, a report on 
a method of risk adjustment of payment 
rates that accounts for variations in per cap
ita costs based on health status. This report 
would have to include an evaluation of the 
proposal by an independent actuary of the 
actuarial soundness of the proposal. The Sec
retary would have to require MedicarePlus 
organizations (and risk-contract plans) to 
submit, for periods beginning on or after 
January 1, 1998, data regarding inpatient 
hospital and other services and other infor
mation the Secretary deems necessary. The 
Secretary would have to provide for imple
mentation of a risk adjustment methodology 
that accounts for variations in per capita 
costs based on health status by no later than 
January 1, 2000. 

Section 4001 (new section 1853(a)). Identical 
provision. 

SENATE AMENDMENT 

Identical except with respect to risk ad
justment. 

Risk Adjustment. Prohibits the Secretary 
from implementing a risk adjustment meth
odology until the Secretary receives an eval
uation by an outside, independent actuary of 
the actuarial soundness of the method. (Does 
not specify a date by which the risk adjust
ment method has to be implemented.) 

Interim Risk Adjustment. Provides for an 
interim risk adjustment: For each enrollee 
in a Medicare Choice plan (one that had not 
been enrolled in Medicare Choice plans or 
risk contract plans for an aggregate number 
of months greater than 60), the payment to 
the organization would be reduced by an 
amount equal to the following applicable 
percentage: 
Months enrolled in a 

Medicare Choice plan: 
Percentage 

reduction 
1-12 ..... ................................... ....... 5 
13-24 ............................................. 4 
25-36 ............................. .. .... ..... .. ... 3 
37-48 ......... ............. .......... ............. 2 

49-60 

Percentage 
reduction 

1 
The interim risk adjustment would not 

apply to an enrollee in a Medicare Choice 
plan offered by a Medicare Choice organiza
tion if the enrollee was in a health plan 
(other than a Medicare Choice plan) offered 
by the organization at the time of the indi
vidual's initial election period and had been 
continuously enrolled in that plan or an
other plan offered by the same organization 
since the initial election period. The adjust
ment would also not apply to new plans in 
the first 12 months during which they en
rolled individuals provided the Medicare 
Choice capitation rate for such area for the 
preceding calendar year was less than the 
annual national capitation rate (or, for 1998, 
the 1997 AAPCC). This interim adjustment 
would terminate once the new risk adjust
ment methodology (to be developed by the 
Secretary) was applied. 

CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House provision with a modifica
tion specifying that the Secretary develop 
and submit to Congress by not later than 
March 1, 1999 a report of the method of risk 
adjustment to be implemented. In addition, 
Medicare+Choice organizations and risk con
tract plans would have to submit data for in
patient hospital services beginning on or 
after July 1, 1997 and data for other services 
for periods beginning on or after July 1, 1998. 
The Secretary could not require an organiza
tion to submit data before January 1, 1998. It 
also requires that the payment methodology 
be applied uniformly without regard to the 
type of plan. 
(b) Annual announcement of payment rates 

HOUSE BILL 

Section 10001 (new section 1853(b)). Pay
ments to plans would be calculated based on 
the annual MedicarePlus capitation rate. 
The Secretary would be required to annually 
determine, and announce no later than Au
gust 1 before the calendar year concerned: (I) 
the annual MedicarePlus capitation rate for 
each MedicarePlus payment area for the 
year, and (ii) the risk and other factors to be 
used in adjusting such rates for payments for 
months in that year. An explanation of the 
assumptions and changes in methodology 
would have to be included in sufficient detail 
so that organizations could compute month
ly adjusted MedicarePlus capitation rates. 
The Secretary would be required to provide 
advance notice (at least 45 days prior to the 
ann01,rncement) of the proposed changes in 
the methodology and assumptions used to 
develop the rates, and give organizations an 
opportunity to comment. 

Section 4001 (new section 1853(b)). Identical 
provision. 

SEN ATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment except that the date for 
announcing the payment rates is changed to 
March 1 before the calendar year concerned. 
(c) Calculation of annual Medicare plus capita-

tion rates 
HOUSE BILL 

Section 10001 (new section 1853(c)). Pro
vides that the annual MedicarePlus capita
tion rate, for a payment area (for a contract 
for a calendar year) would be equal to the 
greatest of the following: 
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(A) A blended capitation rate, defined as 

the sum of: 
(1) the area-specific percentage (as defined 

below) of the annual area-specific 
MedicarePlus capitation rate for the year for 
the payment area, and 

(2) the national percentage (as defined 
below) of the input-price adjusted annual na
tional MedicarePlus capitation rate for the 
year. This sum is multiplied by the budget 
neutrality adjustment factors (described 
below); 

(B) A minimum (i.e. "floor") monthly pay
ment amount set at $350 for 1998 (but not to 
exceed, in the case of an area outside the 50 
states and the District of Columbia, 150% of 
the 1997 AAPCC). For a subsequent year, this 
payment amount would be increased by the 
national per capita MedicarePlus growth 
percentage for that year. 

(c) A minimum percentage increase (i.e., 
"hold harmless" amount). In 1998, the pay
ment area would receive a rate that is 102% 
of its 1997 AAPCC. For a subsequent year, it 
would be 102% of the annual MedicarePlus 
capitation rate for the previous year. 

There are four elements in the blended 
capitation rate referred to in " A" above: 
First, the area-specific and national percent
ages are as follows: 

1998-the area-specific percentage is 90% 
and the national percentage is 10%. 

1999-the area-specific percentage is 80% 
and the national percentage is 20%. 

2000- the area-specific percentage is 70% 
and the national percentage is 30% 

2001-the area-specific percentage is 60% 
and the national percentage is 40% 

After 2001-the area-specific percentage is 
50% and the national percentage is 50%. 

Second, the annual area-specific 
MedicarePlus capitation rate for a 
MedicarePlus payment area would be: 

For 1998, the annual per capita rate of pay
ment for 1997 (as determined under the cur
rent law calculation to derive the AAPCC), 
increased by the national average per capita 
growth percentage for 1998 (as defined 
below), or 

For a subsequent year, the annual area
specific MedicarePlus capitation rate for the 
previous year, increased by the national per 
capita MedicarePlus growth percentage for 
such subsequent year. 

Third, the input-price-adjusted annual na
tional MedicarePlus capitation rate for a 
MedicarePlus payment area for a year would 
be equal to the sum, for all types of Medicare 
services, of the product of three amounts: (I) 
the national standardized annual 
MedicarePlus capitation rate for the year 
(defined as the weighted averag·e of area-spe
cific MedicarePlus capitation rates), (ii) the 
proportion of such rate for the year which is 
attributable to such type of services, and 
(iii) an index that reflects (for that year and 
that type of service) the relative input price 
of such services in the area as compared to 
the national averag·e input price of such 
services. (In applying (iii), the Secretary 
would use those indices that are used in ap
plying (or updating) national payment rates 
for specific areas and localities.) Special 
rules specified in the provision would apply 
for 1998 (and optionally for 1999) in providing 
for the input price adjustment. 

Fourth, in calculating the payment rates, 
the Secretary would be required to apply a 
budget neutrality adjustment to the blended 
rate payments. This adjustment would en
sure that the aggregate of payments equals 
that which would have been made if the pay
ment was based on 100% of the area-specific 
MedicarePlus capitation rates for each pay-

ment area. In doing this, the budget neutral 
amount for all counties would be equal to 
the sum of the area-specific rates used to 
compute the blended rates multiplied by the 
product of the update factor and the number 
of enrollees in that county. 

With respect to the blended and the min
imum payment rate categories described in 
"A" and "B" above, the national per capita 
MedicarePlus growth percentage is the per
centage determined by the Secretary, by 
April 30th before the beginning of the year 
involved, to reflect the Secretary's estimate 
of the projected per capita rate of growth in 
expenditures under Medicare parts A and B, 
reduced by 0.5 percentage points for 1998-2002, 
and by 0 percentage points for years there
after. 

Separate determinations would have to be 
made for aged enrollees, disabled enrollees, 
and enrollees with ESRD. The percentage ad
justment would have to reflect an adjust
ment for over or under projecting the per
centage growth for previous years. 

Section 4001 (new section 1853(c)). Differs 
with respect to several major elements: 

Plans would get the greatest of the blended 
rate, minimum (floor) or minimum percent
age increase (hold harmless). The minimum 
percentage increase is treated differently as 
follows: In 1998, the payment area would re
ceive a MedicarePlus capitation rate that is 
100% of its 1997 AAPCC. For 1999 and 2000, it 
would be 101 % of the previous year's rate. 
For 2001 and subsequent years, it would be 
102% of the previous year's rate. 

There are five (instead of four) elements in 
the blended capitation rate: First, the area
specific and national percentages are as fol
lows: 

1998-the area-specific percentage is 90% 
and the national percentage is 10% 

1999-the area-specific percentage is 85% 
and the national percentage is 15% 

2000-the area-specific percentage is 80% 
and the national percentage is 20% 

2001-the area-specific percentage is 75% 
and the national percentage is 25% 

After 2001-the area-specific percentage is 
70% and the national percentage is 30%. 

Second, the annual area-specific 
MedicarePlus capitation rate for a 
MedicarePlus payment area would be cal
culated as follows, after removing certain 
amounts from historical payment amounts 
(as described below): 

For 1998-the annual per capita rate of 
payment for 1997 (as determined under the 
current law calculation to derive the 
AAPCC), increased by the national average 
per capita growth percentage for 1998 (as de
fined below), or 

For a subsequent year- the annual area
specific MedicarePlus capitation rate for the 
previous year, increased by the national per 
capita MedicarePlus growth percentage for 
such subsequent year. 

Third, in determining the area-specific 
MedicarePlus capitation rate, amounts at
tributable to payments for hospitals serving 
a disproportionate share of low-income pa
tients, payments for the indirect costs of 
medical education, and payments for direct 
graduate medical education costs, should be 
deducted from the 1997 payment amount as 
follows: 

1998-20% of such payments 
1999-40% of such payments 
2000---60% of such payments 
2001-80% of such payments 
2002-100% of such payments 
Fourth, the input-price-adjusted annual 

national MedicarePlus capitation rate for a 
MedicarePlus payment area for a year would 

be determined. This is done in the same way 
as in section 10001. 

Fifth, in calculating the payment rates, 
the Secretary would be required to apply a 
budget neutrality adjustment to the blended 
rate payments. This is done in the same way 
as in section 10001. 

Treatment of areas with highly variable 
payment rates. Adds a provision requiring 
that in the case of a MedicarePlus payment 
area for which the AAPCC for 1997 varies by 
more than 20% from such rate for 1996, the 
Secretary, where appropriate, could sub
stitute for the 1997 rate a rate that is more 
representative of the cost of the enrollees in 
the area. 

SENATE AMENDMENT 

Similar but varies with respect to specific 
parameters, as follows. The annual Medicare 
Choice capitation rate (for a contract year) 
would be the greatest of the: 

(A) A blended capitation rate, defined as 
the a sum of the : 

(1) the area-specific percentage of the an
nual area-specific Medicare Choice capita
tion rate for the year for the payment area, 
and the (2) national percentage of the annual 
national Medicare choice capitation rate for 
the year (not adjusted for input prices). This 
sum is multiplied by the budget neutrality 
adjustment factors (described below); 

(B) A minimum (i.e., "floor") monthly pay
ment amount set at $4,200 for 1998 (which is 
$350 per month) (but not to exceed, in the 
case of an area outside the 50 states and the 
District of Columbia, 150% of the 1997 
AAPCC). This floor would then be raised to 
no more than 85% of the national average 
payment. The amount it would be raised 
would depend on the amount of dollars saved 
by lowering the minimum update (see 
below). · 

(c) A minimum percentage increase (Le., 
"hold harmless" amount). In 1998, the pay
ment area would receive a rate equal to 101 % 
of the 1997 AAPCC. This amount would be 
lowered to 100% of the previous year's rate to 
pay for the higher floor amounts. 

There are five elements in the blended 
capitation rate. First the phase in of area
specific and national percentages are the 
same as for section 10001: The blend starts at 
90% local and 10% national in 1998 and phases 
down to 50% local and 50% national in 2002. 

Second, the annual area-specific Medicare 
Choice capitation rate for a Medicare Choice 
payment area would be calculated as follows, 
after removing amounts for certain histor
ical payments: 

For 1998, the modified 1997 AAPCC, in
creased by the national average per capita 
growth percentage for 1998 (see below), or 

For a subsequent year, the annual area
specific Medicare Choice capitation rate for 
the previous year increased by the national 
average per capita growth percentage for 
such subsequent year. 

Third, in determining the area-specific 
Medicare Choice capitation rate, amounts 
attributable to payments for hospitals serv
ing a disproportionate share of low-income 
patients, payments for the indirect costs of 
medical education, and payments for direct 
graduate medical education costs, should be 
deducted from the 1997 payment amount as 
follows: 

1998-25% of such payments 
1999-50% of such payments 
2000- 75% of such payments 
2001- 100% of such payments. 
Fourth, the annual national Medicare 

Choice capitation rate for a Medicare Choice 
payment area for a payment year would be 
equal to the sum, for all Medicare Choice 
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payment areas, of the product of: (I) the an
nual area-specific Medicare Choice capita
tion rate, and (ii) the average number of 
Medicare beneficiaries residing in that area 
divided by the number of Medicare bene
ficiaries for all Medicare Choice payment 
areas for that year. 

Fifth, in calculating payment rates, the 
Secretary would be required to apply a budg
et neutrality adjustment to blended rate 
payments. This is identical to the provision 
in section 10001. 

With respect to the blended payment rate 
categories described in "A" above, the na
tional per capita Medicare choice growth 
percentage for any year beginning with 1998 
is the percentage increase in the gross do
mestic product (GDP) per capita for the pre
ceding year plus 0.5 percentage points. 

Treatment of areas with highly variable 
payment rates. Identical to section 4001. 

Study of local price indicators. The Sec
retary and the Medicare Payment Advisory 
Commission would be required to conduct a 
study with respect to appropriate measures 
for adjusting the annual Medicare Choice 
capitation rates determined under this sec
tion to reflect local price indicators, includ
ing the medical hospital wage index and the 
case mix of a geogTaphic region. The Sec
retary and the Commission would be re
quired to report the study results to the ap
propriate committees of Congress, including 
recommendations (if any) for legislation. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions from section 10001 of the House bill 
with modifications. These are as follows: 

Calculations of the annual capitation rates 
for each payment area would have to take 
into account any adjustment for over or 
under projecting the national per capita 
Medicare+Choice growth percentage and any 
adjustment for national coverage determina
tions. (These adjustments are described in 
greater detail below.) 

The minimum (" floor") amount in 1998 
would be $367 (but not to exceed, in the case 
of areas outside the 50 states and Wash
ington, D.C., 150% of the 1997 AAPCC). For a 
succeeding year, the payment would be in
creased by the national per capita 
Medicare+Choice growth percentage (see 
below). (The floor for the territories would 
be updated by the national per capita 
Medicare+Choice growth percentage from 
the 150% amount.) 

The area-specific and national percentages 
used to calculate the rates for the blended 
counties would be as follows: 

1998- the area-specific percentage is 90% 
and the national percentage is 10% 

1999-the area-specific percentage is 82% 
and the national percentage is 18% 

2000-the area-specific percentage is 74% 
and the national percentage is 26% 

2001- the area-specific percentage is 66% 
and the national percentage is 34% 

2002-the area-specific percentage is 58% 
and the national percentage is 42% 

After 2002-the area-specific percentage is 
50% and the national percentage is 50%. 

Calculation of the area-specific rates 
would have to take into account the sub
stituted rates for areas with highly variable 
payment rates. (Such areas are those for 
which the annual per capita rate of payment 
for risk contract plans for 1997 varied by 
more than 20% for such rate for 1996. The 
Secretary would be authorized to substitute 
for the 1997 rate one that was more rep
resentative of the costs of the enrollees in 
the area.) 

Payments (direct and indirect) for grad
uate medical education would be " carved 

out" of the payments to the 
Medicare+Choice plans over 5 years. Specifi
cally, in determining the area-specific 
Medicare+Choice capitation rate, amounts 
attributable to payments for the indirect 
costs of medical education, and payments for 
direct graduate medical education costs, 
would be deducted from the 1997 payment 
amount as follows: 

1998- 20% of such payments 
1999--40% of such payments 
2~% of such payments 
2001--80% of such payments 
2002-100% of such payments 
Payments for DSH would not be carved 

out. The conference agreement includes 
technical drafting changes to the provision 
specifying the treatment of payments cov
ered under state hospital reimbursement sys
tems. 

The conference agreement includes clari
fying changes to the budget neutrality re
quirement. Based on the modeling of the 
rates that was done while developing the 
payment provisions included in the con
ference agreement, the Conferees understand 
that the application of the budget neutrality 
factor to the blended rates may require that 
all rates be calculated for a given year 
through an iterative process. For example, 
the application of the budget neutrality fac
tor in a given year may result in the reduc
tion, for some counties, of the blended rate 
below the level provided under the minimum 
increase provision. Since the rate for any 
county is based on the greatest of the three 
payment rate amounts, payments would 
then be recalculated with these counties now 
being paid based on the minimum increase or 
floor provision. Budget neutrality would 
then be achieved through the application of 
a different budget neutrality factor to the 
remaining blend counties. The rate calcula
tion is completed when the application of the 
budget neutrality factor does not result in 
any additional county payment rates falling 
below the minimum increase or floor 
amounts. 

The national per capita Medicare+Choice 
growth percentage would be the gTowth in 
per capita Medicare fee-for-service expendi
tures minus 0.8 percentage points in 1998, 
minus 0.5 percentage points for 1999 through 
2002 and minus 0 percentage points for 2003 
and thereafter. Beginning with rates cal
culated for 1999, before computing rates for a 
year, the Secretary would adjust all area
specific and national rates (and beginning in 
2000, minimum payment rates) for the pre
vious year for the differences between the 
projections of the national per capita 
Medicare+Choice percentage for that year 
and previous years and the current estimate 
of such percentage for such years. 

National coverage determination adjust
ment. If the Secretary made a determination 
with respect to coverage that he or she pro
jected would result in a significant increase 
in the costs to Medicare+Choice of providing 
benefits under contracts under this part, the 
Secretary would have to adjust appro
priately the payments to Medicare+Choice 
organizations. 
(d) Medicare plus payment area defined 

HOUSE BILL 

Section 10001 (new section 1853(d)). Defines 
a MedicarePlus payment area as a county or 
equivalent area specified by the Secretary. 
In the case of individuals determined to have 
ESRD, the MedicarePlus payment area 
would be each state, or other payment areas 
as the Secretary specified. 

Upon request of a state for a contract year 
(beginning after 1998) made at least 7 months 

before the beginning of the year, the Sec
retary would redefine MedicarePlus payment 
areas in the state to: (1) a single statewide 
MedicarePlus payment area; (2) a metropoli
tan system (described in the provision); or (3) 
a single MedicarePlus payment area consoli
dating noncontiguous counties (or equiva
lent areas) within a state. This adjustment 
would be effective for payments for months 
beginning with January of the year following 
the year in which the request was received. 
The Secretary would be required to make an 
adjustment to payment areas in the state to 
ensure budget neutrality. 

Section 4001 (new section 1853(d)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(e) Special rules for individuals electing MSA 

plans 
HOUSE BILL 

Section 10001 (new section 1853(e)). Pro
vides that if the monthly premium for an 
MSA plan for a MedicarePlus payment area 
was less than 1112 of the annual MedicarePlus 
capitation rate for the area and year in
volved, the Secretary would deposit the dif
ference in a MedicarePlus MSA established 
by the individual. No payment would be 
made unless the individual had established 
the MedicarePlus MSA before the beginning 
of the month or by such other deadline the 
Secretary specifies. If the individual had 
more than one account, he or she would des
ignate one to the receive the payment. The 
payment for the first month for which an 
MSA plan was effective for a year would also 
include amounts for successive months in 
the year. For cases when an MSA election 
was terminated before the end of the year, 
the Secretary would establish a procedure to 
recover deposits attributable to the remain
ing months. 

Section 4001 (new section 1853(e)). Identical 
provision. 

SEN ATE AMENDMENT 

Similar provision except deposit would be 
subject, if applicable, to the new enrollee 
risk adjustment reduction. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
(J) Payments from trust fund 

HOUSE BILL 

Section 10001 (new section 1853(f)). Pay
ments to MedicarePlus organizations and 
payments to MedicarePlus MSAs, would be 
made from the HI and SMI trust funds in 
such proportion as the Secretary determined 
reflected the relative weights that benefits 
under Parts A and B represented Medicare's 
actuarial value of the total benefits. Month
ly payments otherwise payable for October 
2001 would be paid on the last business day of 
September 2001. 

Section 4001 (new section 1853(f)). Identical 
provision. 

SENATE AMENDMENT 

Identical except adds that monthly pay
ments otherwise payable for October 2006 
would be paid on the first business day of Oc
tober 2006. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. 
Monthly payments otherwise payable under 
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this section for October 2000 would be paid on 
the first business day of such month. Month
ly payments otherwise payable under this 
section for October 2001 would be paid on the 
last business day of September 20001. Month
ly payments otherwise payable under this 
section for October 20006 would be paid on 
the first business day of October 2006. 
(g) Special rule for certain inpatient hospital 

stays 
HOUSE BILL 

Section 10001 (new section 1853(g)). Pro
vides that in the case of an individual receiv
ing inpatient hospital services from a hos
pital covered under Medicare 's prospective 
payment system as of the effective date of 
the (1) individual's election of a 
MedicarePlus plan: (a) payment for such 
services until the date of the individual 's dis
charge would be made as if the individual did 
not elect coverage under the MedicarePlus 
plan; (b) the elected organization would not 
be financially responsible for payment for 
such services until the date of the individ
ual 's discharge; and (c) the organization 
would nevertheless be paid the full amount 
otherwise payable to the organization; or (2) 
termination of enrollment with a 
MedicarePlus organization: (a) the organiza
tion would be financially responsible for pay
ment for such services after the date of ter
mination and until the date of discharge; (b) 
payment for such services during the stay 
would not be made under Medicare's PPS 
system; and (c) the terminated organization 
would not receive any payment with respect 
to the individual during the period in which 
the individual was not enrolled. 

Section 4001 (new section 1853g)). Identical 
provision. 

Effective date. 
Section 10001. Effective upon enactment 

and would be applied for contracting per,iods 
beginning on or after January 1, 1998. 

Section 4001. Identical. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with an amendment pro
viding for a special rule for hospice care. A 
contract under this part would have to re
quire a Medicare+Choice organization to in
form each individual enrollee in a 
Medicare+Choice plan about the availability 
o~ ?-ospice care if (I) a hospice program par
t1c1pa ting under Medicare was located with
in the organization's service area or (ii) it 
was common practice to refer patients to 
hospice programs outside the service area. If 
an enrollee elected to receive hospice care 
from a particular hospice program, payment 
for the hospice care would have to be made 
by the Secretary. In addition, payment for 
other services for which the individual was 
eligible, notwithstanding the hospice elec
tion, would be made by the Secretary to the 
Medicare+Choice organization or provider or 
supplier of the service instead of payments 
to the plan. The Secretary would continue to 
make monthly payments to the organization 
equal to the value of any additional benefits 
calculated under section 1854. 
Premiums (new section 1854) 

CURRENT LAW 

Section 1876 of the Social Security Act pro
vides for requirements relating to benefits, 
payment to the plans by Medicare, and pay
ments to the plans by beneficiaries. A Medi
care beneficiary enrolled in an HMO/CMP is 
entitled to receive all services and supplies 

covered under Medicare Parts A and B (or 
Part B only, if only enrolled in Part B). 
These services must be provided directly by 
the organization or under arrangements with 
the organization. Enrollees in risk-based or
ganizations are required to receive all serv
ices from the HMO/CMP except in emer
gencies. 

In general, HMOs/CMPs offer benefits in 
addition to those provided under Medicare's 
benefit package. In certain cases, the bene
ficiary has the option of selecting the addi
tional benefits, while in other cases some or 
all of the supplementary benefits are manda
tory. 

Some entities may require members to ac
cept additional benefits (and pay extra for 
them in some cases). These required addi
tional services may be approved by the Sec
retary if it is determined that the provision 
of such additional services will not discour
age enrollment in the organization by other 
Medicare beneficiaries. 

The amount an HMO/CMP may charge for 
additional benefits is based on a comparison 
of the entity's adjusted community rate 
(ACR, essentially the estimated market 
price) for the Medicare package and the av
erage of the Medicare per capita payment 
rate. A risk-based organization is required to 
offer "additional benefits" at no additional 
charge if the organization achieves a savings 
from Medicare. This "savings" occurs if the 
ACR for the Medicare package is less than 
the average of the per capita Medicare pay
ment rates. The difference between the two 
is the amount available to pay additional 
benefits to enrollees. These may include 
types of services not covered, such as out
pa tien t prescription drugs, or waivers of cov
erage limits, such as Medicare's lifetime 
limit on reserve days for inpatient hospital 
care. The organization might also waive 
some or all of the Medicare's cost-sharing re
quirements. 

The entity may elect to have a portion of 
its "savings" placed in a benefit stabiliza
tion fund. The purpose of this fund is to per
mit the entity to continue to offer the same 
set of benefits in future years even if the rev
enues available to finance those benefits di
minish. Any amounts not provided as addi
tional benefits or placed in a stabilization 
fund would be offset by a reduction in Medi
care's payment rate. 

If the difference between the average Medi
care payment rate and the adjusted ACR is 
insufficient to cover the cost of additional 
benefits, the HMO/CMP may charge a supple
mental premium or impose additional cost
sharing charges. If, on the other hand, the 
HMO does not offer additional benefits equal 
in value to the difference between the ACR 
and the average Medicare payment, the 
Medicare payments are reduced until the av
erage payment is equal to the sum of the 
ACR and the value of the additional benefits. 

For the basic Medicare covered services 
premiums and the projected average amount 
of any other cost-sharing may not exceed 
what would have been paid by the average 
enrollee under Medicare rules if she or he 
had not joined the HMO. For supplementary 
services, premiums and projected average 
cost-sharing may not exceed what the HMO 
would have charged for the same set of serv
ices in the private market. 

HOUSE BILL 

Section 10001 (new section 1854). The provi
sion creates a new Section 1854 specifying re
quirements for the determination of pre
miums charged by MedicarePlus organiza
tions to MedicarePlus enrollees. 

Section 4001 (new section 1854). Identical 
provision. 

SENATE AMENDMENT 

Similar but applies to Medicare Choice. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment but applies to 
Medicare+Choice organizations and plans. 
(a) Submtsston and charging of premiums 

HOUSE BILL 

Section 10001 (new section 1854(a)). Re
quires each MedicarePlus organization to 
file annually with the Secretary the amount 
of the monthly premium for coverage under 
each of the plans it would be offering in each 
payment area, and the enrollment capacity 
in re la ti on to the plan in each such area. The 
net monthly premium is the premium for 
covered services reduced by the monthly 
MedicarePlus capitation payment. 

Section 4001 (new section 1854 (a)). Iden
tical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement provides that in 
general, no later than May 1 of each year, 
each Medicare+Choice organization submit 
to the Secretary, in a form and manner spec
ified by the Secretary, and for each 
Medicare+Choice plan for the service area in 
which it intends to be offered in the fol
lowing year, specific information and the en
rollment capacity (if any) in relation to the 
plan and the area. For coordinated care 
plans, the following information would be re
quired: 

(1) For basic (and) additional benefits the 
adjusted community rate (ACR), ' the 
Medicare+Choice monthly basic beneficiary 
premium, a description of deductibles, coin
surance, and copayments applicable under 
the plan and the actuarial value of such and 
(if applicable) a description of the additlonal 
benefits to be provided and value for such 
proposed benefits. 

(2) For supplemental benefits, the ACR, the 
supplemental beneficiary premium, and a de
scription of deductibles, coinsurance, and co
payments applicable under the plan and the 
actuarial value of such. 

For MSA plans, the required information 
would include the monthly MSA premium 
for the basic (and additional) benefits and 
the amount of the supplementary beneficiary 
premium. For private fee-for-service plans, 
the required information would include for 
the basic (and additional) benefits, the ACR, 
the amount of the Medicare+Choice monthly 
basic beneficiary premium, and (if applica
ble) a description of the additional benefits 
to be provided and value for such proposed 
benefits. In addition, they would have to in
clude the amount of the monthly supple
mentary premium. 

In general, the Secretary would be required 
to. review the ACRs, the amounts of the pre
miums, and the values filed under this provi
sion and approve or disapprove such fates, 
amounts, and values. The Secretary could 
not review the MSA premiums or the pre
miums for the private fee-for-service plans. 
(b) Monthly premium charged 

HOUSE BILL 

Section 10001 (new section 1854(b)). Pro
vides that the monthly amount of premium 
charged in a payment area to an enrollee 
would equal the net monthly premium plus 
any monthly premium charged (in accord
ance with (e) below) for supplemental bene
fits . 

Section 4001 (new section 1854 (b)). Iden
tical provision. 
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SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement provides that 
the monthly premium, for other than MSA 
plans, would be equal to the sum of the 
Medicare+Choice monthly basic beneficiary 
premium and the Medicare+Choice monthly 
supplementary beneficiary premium (if any). 
For MSA plans, the monthly amount of the 
premium charged to an enrollee would be 
equal to the Medicare+Choice monthly sup
plemental beneficiary premium (if any). 

The Medicare+Choice monthly basic pre
mium is defined to mean the amount author
ized to be charged for basic and additional 
benefits for the plan (see below), or, in the 
case of a private fee-for-service plan, the 
amount filed with the Secretary. 

The Medicare+Choice monthly supple
mental beneficiary premium is defined to 
mean the amount authorized to ·be charged 
for supplemental benefits or, in the case of a 
MSA plan or a fee-for-service plan, the 
amount filed with the Secretary. 

The Medicare+Choice MSA premium is de
fined at the amount of such premium filed 
with the Secretary. 
(c) Uniform premium 

HOUSE BILL 
Section 10001 (new section 1854(c)). Pre

miums could not vary among individuals 
who resided in the same payment area. 

Section 4001 (new section 1854(c)). Identical 
provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment with a modification to 
specify that the monthly basic and supple
mental premium could not vary among indi
viduals enrolled in the plan and to conform 
with the definitional changes noted above. 
(d) Terms and conditions of imposing premiums 

HOUSE BILL 
Section 10001 (new section 1854(d)). Each 

MedicarePlus organization would have to 
permit monthly payment of premiums. An 
organization could terminate election of in
dividuals for a MedicarePlus plan for failure 
to make premium payments but only under 
specified conditions. A MedicarePlus organi
zation could not provide for cash or other 
monetary rebates as an inducement for en
rollment or otherwise. 

Section 4001 (new section 1854(d)). Identical 
provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment with conforming changes 
reflecting the definitional changes noted 
above. 
(e) Limitation on enrollee cost-sharing 

HOUSE BILL 
Section 10001 (new section 1854(e)). In no 

case could the actuarial value of the net 
monthly premium rate, deductibles, coinsur
ance, and copayments applicable on average 
to individuals enrolled with a MedicarePlus 
plan with respect to required benefits exceed 
the actuarial value of the deductibles, coin
surance, and copayments applicable on aver
age to individuals in Medicare FFS. For sup
plemental benefits, the premium for such 

benefits and the actuarial value of its 
deductibles, coinsurance, and copayments 
could not exceed the adjusted community 
rate for such benefits. These provisions 
would not apply to an MSA plan. If the Sec
retary determined that adequate data were 
not available to determine the actuarial 
value of the cost-sharing elements of the 
plan, the Secretary could determine the 
amount. . 

Section 4001 (new section 1854(e)). Identical 
provision. 

SENATE AMENDMENT 
Identical except provides for exception to 

the limitations on enrollee cost-sharing to 
unrestricted fee-for-service plans as well as 
MSA plans. 

CONFERENCE AGREEMl!JNT 
The conference agreement includes the 

Senate amendment with conforming changes 
and an amendment providing for a special 
rule for Medicare+Choice private fee-for
service plans that are not MSA plans. In no 
event could the actuarial value of the 
deductibles, coinsurance, and copayments 
applicable on average to individuals enrolled 
with such a plan with respect to required 
Medicare benefits exceed the actuarial value 
of the deductibles, coinsurance, and copay
ments that would be applicable on average to 
individuals entitled to benefits under part A 
and enrolled under part B of Medicare if they 
were not members of a Medicare+Choice or
ganization for the year. 
(f) Requirement for additional benefits 

HOUSE BILL 
Section 10001 (new section 1854(f)). Provides 

that the extent to which a MedicarePlus 
plan (other than a MSA plan) would have to 
provide additional benefits would depend on 
whether the plan's adjusted community rate 
(ACR) was lower than its average capitation 
payments. The ACR would mean, at the elec
tion of the MedicarePlus organization, ei
ther: (i) the rate of payment for services 
which the Secretary annually determined 
would apply to the individuals electing a 
MedicarePlus plan if the payment were de
termined under a community rating system, 
or (ii) the portion of the weighted aggregate 
premium which the Secretary annually esti
mated would apply to the individual but ad
justed for differences between the utilization 
of individuals under Medicare and the utili
zation of other enrollees (or through another 
specified manner). For PSOs, the ACR could 
be computed using data in the general com
mercial marketplace or (during a transition 
period) based on the costs incurred by the or
ganization in providing such a plan. 

If the actuarial value of the benefits under 
the MedicarePlus plan (as determined based 
upon the ACR) for individuals was less than 
the average of the capitation payments made 
to the organization for the plan at the begin
ning of a contract year, the organization 
would have to provide additional benefits in 
a value which was at least as much as the 
amount by which the capitation payment ex
ceeded the ACR. These benefits would have 
to be uniform for all enrollees in a plan area. 
(The excess amount could, however, be lower 
if the organization elected to withhold some 
of it for a stabilization fund.) A 
MedicarePlus organization could provide ad
ditional benefits (over and above those re
quired to be added as a result of the excess 
payment), and could impose a premium for 
such additional benefits. 

Section 4001 (new section 1854(f)). Identical 
provision. 

SENATE AMENDMENT 
Identical provision except does not include 

the lack of enrollment experience in the case 

of a PSO under the provision related to de
terminations based on insufficient data. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House provision with a modification relating 
to the determination when insufficient data 
on enrollment experience exists or to deter
mine the adjusted community rate for a 
newly established organization. It would per
mit the Secretary to determine a rate using 
data in the general commercial marketplace. 
(g) Period·ic auditing 

HOUSE BILL 
Section 10001 (new section 1854(g)). Re

quires the Secretary to provide annually for 
the auditing of the financial records (includ
ing data relating to utilization and computa
tion of the ACR) of at least one-third of the 
MedicarePlus organizations offering 
MedicarePlus plans. The General Accounting 
Office would be required to monitor such au
diting activities. 

Section 4001 (new section 1854(g)). Identical 
provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the House or Senate provisions (but see item 
(a) above). 
(h) Prohibition of State imposition of premium 

taxes 
HOUSE BILL 

Section 10001 (new section 1854(h)). No 
state could impose a premium tax or similar 
tax on the premiums of MedicarePlus plans 
or the offering of such plans. 

Section 4001 (new section 1854(h)). Identical 
provision. 

Effective date. 
Section 10001. Unless otherwise provided, 

generally applicable to contracts entered 
into or renewed on or after January l, 1998. 

Section 4001. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with a clarification to 
provide that no state could impose a pre
mium tax or similar tax with respect to pay
ments to Medicare+Choice organizations 
under section 1853 (which provides for pay
ments to Medicare+Choice plans). 
ORGANIZATIONAL AND FINANCIAL REQUIRE-

MENTS FOR MEDICAREPLUS/MEDICARE 
CHOICE ORGANIZATIONS; PROVIDER SPON
SORED ORGANIZATIONS (PSOs) (NEW SECTION 
1855)-

CURRENT LAW 
Under Section 1876 of the Social Security 

Act, Medicare specifies requirements to be 
met by an organization seeking to become a 
managed care contractor with Medicare. In 
general, these include the following: (1) the 
entity must be organized under the laws of 
the state and be a federally qualified HMO or 
a competitive medical plan (CMP) which is 
an organizations that meets specified re
quirements (it provides physician, inpatient, 
laboratory, and other services, and provides 
out-of-area coverage); (2) the organization is 
paid a predetermined amount without regard 
to the frequency, extent, or kind of services 
actually delivered to a member; (3) the enti
ty provides physicians' services primarily 
through physicians who are either employees 
or partners of the organization or through 
contracts with individual physicians or phy
sician groups; (4) the entity assumes full fi
nancial risk on a prospective basis for the 
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provision of covered services, except that it 
may obtain stop-loss coverage and other in
surance for catastrophic and other specified 
costs; and (5) the entity has made adequate 
provision for protection against the risk of 
insolvency. 

Provider Sponsored Organizations (PSOs) 
that are not organized under the laws of a 
state and are neither a federally qualified 
HMO or CMP are not eligible to contract 
with Medicare under the risk contract pro
gram. A PSO is a term generally used to de
scribe a cooperative venture of a group of 
providers who control its health service de
livery and financial arrangements. 

HOUSE BILL 

Section 10001 (new section 1855). Adds a 
new Section 1855 to the Social Security Act 
providing organizational and financial re
quirements for MedicarePlus organizations, 
including PSOs. 

Section 4001 (new section 1855). Identical 
provision. 

SENATE AMENDMENT 

Similar but applies to Medicare Choice Or
ganizations. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment except that the provi
sions apply to Medicare+Choice organiza
tions and plans. 
(a) Organized and licensed under state law 

HOUSE BILL 

Section 10001 (new section 1855(a)). Re
quires a MedicarePlus organization to be or
ganized and licensed under state law as a 
risk-bearing entity eligible to offer health 
insurance or health benefits coverage in each 
state in which it offers a MedicarePlus plan. 

A special exception would apply, however, 
for PSOs. In general, a PSO seeking to offer 
a MedicarePlus plan could apply to the Sec
retary for a waiver of the state licensing re
quirement. The Secretary would be required 
to grant or deny a waiver application within 
60 days of a completed application. 

The Secretary could grant a waiver of the 
state licensing requirement for an organiza
tion that is a PSO if the Secretary deter
mined that: (i) the state had failed to sub
stantially complete action on a licensing ap
plication within 90 days of the receipt of a 
completed application (not including any pe
riod before the date of enactment); or (ii) the 
state denied such a licensing application and 
(a) the state had imposed documentation or 
information requirements not related to sol
vency requirements that were not generally 
applicable to other entities engaged in sub
stantially similar business, or (b) the state's 
standards or review process imposed any ma
terial requirements, procedures, or standards 
(other than requirements relating to sol
vency) on such organizations that were not 
generally applicable to other entities en
gaged in substantially similar business; or 
(iii) the state used its own solvency require
ments which were not the same as the fed
eral requirements to deny the licensing ap
plication, or the state had imposed as a con
dition of licensure approval any documenta
tion requirements relating to solvency or 
other material requirements, procedures, or 
standards that were different from the re
quirements, procedures, or standards applied 
by the Secretary. 

In the case of a waiver granted under this 
paragraph for a PSO: (i) the waiver would be 
effective for a 36-month period, except it 
could be renewed based on a subsequent ap
plication filed during the last 6 months of 

such period; and (ii) any provision of state 
law related to the licensing of the organiza
tion which prohibited the organization from 
providing coverage pursuant to a 
MedicarePlus contract would be preempted. 
Waivers could be renewed more than once. 

The state licensing requirement would not 
apply to a MedicarePlus organization in a 
state if the state required the organization, 
as a condition of licensure, to offer any plan 
other than a MedicarePlus plan. The fact 
that an organization was licensed under 
state law would not substitute for or con
stitute certification. 

Section 4001 (new section 1855(a)). Identical 
except: (i) the waiver application from the 
PSO to the state would not have to be a com
pleted application; the waiver would be con
ditioned upon the pendency of the licensure 
application during the period the waiver was 
in effect; and (ii) the preemption of state 
laws would not be construed as waiving any 
provision of state law which related to qual
ity of care or consumer protection stand
ards) and which was imposed on a uniform 
basis and was generally applicable to other 
entities engaged in substantially similar 
business. 

SENATE AMENDMENT 

In general, organizations would have to be 
licensed under state law as risk-bearing enti
ties eligible to offer health insurance or ben
efits coverage in each state in which it of
fered a Medicare Choice plan. The provision 
establishes, however, a different exceptions 
process for PSOs. Prior to 2001, the Secretary 
would be required to waive the state licen
sure requirement for a PSO if: (i) the organi
zation filed an application for a waiver with 
the Secretary, and (ii) the contract with the 
organization with Medicare under new sec
tion 1857 (see below) required the organiza
tion to meet all requirements of state law 
which related to the licensing of the organi
zation (other than solvency requirements or 
a prohibition on licensure for the organiza
tion). The waiver would be effective for the 
years specified in the waiver but could be re
newed based on a subsequent application, 
and (ii) (subject to the provision described 
above), any provision of state law which 
would otherwise prohibit the organization 
from providing coverage pursuant to a Medi
care Choice contract would be superseded. 
No waiver would extend beyond the earlier of 
December 31, 2000 or the date on which the 
Secretary determined that the state had in 
effect federal solvency standards (as estab
lished through the process described for new 
section 1856 below). 

The Secretary would be required to grant 
or deny the waiver application within 60 
days after the date the Secretary determined 
that a substantially completed application 
had been filed . 

The Secretary would be required to enter 
into agreements with states subject to a 
waiver to ensure the adequate enforcement 
of standards incorporated into the contract 
with the organization. Such agreements 
would have to provide methods by which 
states could notify the Secretary of any fail
ure by an organization to comply with such 
standards. If the Secretary determined that 
an organization was not in compliance, he/ 
she would be required to take appropriate ac
tions with respect to civil penalties and ter
mination of the contract. The Secretary 
would be required to allow an organization 60 
days to comply with the standards after no
tification. 

The Secretary would be required to report 
to Congress, no later than December 31, 1998, 
on the PSO waiver procedure. The report 

would have to include an analysis of state ef
forts to adopt regulatory standards that 
take into account health plan sponsors that 
provide services directly to enrollees 
through affiliated providers. 

Includes the same provision relating to: (i) 
exceptions if the organization is required to 
offer more than Medicare Choice plans and 
(ii) licensure not substituting or consti
tuting certification. 

CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House bill with an amendment. 
PSOs could seek a waiver of state law by fil
ing an application with the Secretary by no 
later than November 1, 2002. The waiver 
would be effective for 3 years, would not 
apply to any other state, and could not be re
newed. The agreement clarifies that with re
spect to waiver applications filed on or after 
the date of publication of solvency standards 
(required under new section 1856 as described 
below), the ground for approval of a waiver 
application would be that the state had de
nied a licensing application based (in whole 
or in part) on the organization's failure to 
meet applicable solvency requirements and 
such requirements were not the same as 
those established under section 1856 as de
scribed below, or the state imposed as a con
dition of approval procedures or standards 
regarding solvency that were different from 
those applied by the Secretary as required 
under this section (see below). 

The Conferees intend that such reasonable 
grounds for approval of a federal waiver 
when a state has denied a licensing applica
tion or delayed in granting an application in
clude the imposition of documentation or in
formation requirements that are dilatory or 
unduly burdensome and that are not gen
erally applied to other entities engaged in a 
substantially similar business. 

A waiver granted to a PSO with respect to 
licensing under state law would depend upon 
the organization's compliance with all con
sumer protection and quality standards inso
far as such standards: (i) would apply in the 
state to the organization if it were licensed 
under state law; (ii) were generally applica
ble to other Medicare+Choice organizations 
and plans in the state; and (iii) were con
sistent with the standards established under 
this part. Such standards would not include 
those preempted under section 1856 relating 
to non-solvency standards established by the 
Secretary. 

In the case of a waiver granted to an orga
nization with respect to a state, the Sec
retary would be required to incorporate the 
requirement that the organization (and 
Medicare+Choice plans it offers) comply with 
state consumer protection and quality stand
ards as part of the contract with Medicare. 

In the case of a waiver granted to a PSO 
with respect to a state, the Secretary could 
enter into an agreement with the state in 
which the state agreed to provide for moni
toring and enforcement activities with re
spect to compliance of an organization and 
its Medicare+Choice plans with the con
sumer protection and quality standards. 
Such monitoring and enforcement would 
have to be done in the same way as the state 
enforced such standards with respect to 
other Medicare+Choice organizations and 
plans. Such state monitoring and enforce
ment could not be discriminatory with re
spect to types of organizations. The agree
ment would have to specify or establish 
mechanisms by which compliance activities 
were undertaken, while not lengthening the 
time required to review and process applica
tions for waivers. 
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By December 31, 2001, the Secretary would 

have to submit to the House Committees on 
Ways and Means and Commerce and the Sen
ate Committee on Finance a report regard
ing whether the waiver process should be 
continued after December 31, 2002. In making 
this recommendation, the Secretary would 
have to consider, among other factors , the 
impact on beneficiaries and on the long-term 
solvency of the Medicare program. 
(b) Prepaid payment 

HOUSE BILL 
Section 10001 (new section 1855(b)). Pro

vides that a MedicarePlus organization 
would have to be compensated (except for 
deductibles, coinsurance, and copayments) 
by a fixed payment paid on a periodic basis 
and without regard to the frequency, extent, 
or kind of health care services actually pro
vided to an enrollee. 

Section 4001 (new section 1855(b)). Identical 
provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the House or Senate provision. 
(c) Assumption of full financial risk 

HOUSE BILL 
Section 10001 (new section 1855(c)). Re

quires the MedicarePlus organization to as
sume full financial risk on a prospective 
basis for the provision of health services 
(other than hospice care) except the organi
zation could obtain insurance or make other 
arrangements for costs in excess of $5,000, 
services needing to be provided other than 
through the organization; and obtain insur
ance or make other arrangements for not 
more than 90 percent of the amount by which 
its fiscal year costs exceed 115 percent of its 
income for such year. It could also make ar
rangements with providers or health institu
tions to assume all or part of the risk on a 
prospective basis for the provision of basic 
services. 

Section 4001 (new section 1855(c)). Identical 
provision. 

SENATE AMENDMENT 
Identical except also provides that the ap

plicable amount of insurance for 1998 is the 
amount established by the Secretary and for 
1999 and any succeeding year, is the amount 
in effect for the previous year increased by 
the percentage change in the CPI-urban for 
the 12-month period ending with June of the 
previous year. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill with a modification specifying 
that, in lieu of specifying excess costs of 
$5,000, provides that the Secretary establish 
the amount from time to time. 
(d) Certification of provision against risk of in

solvency for unlicenced PSOs 
HOUSE BILL 

Section 10001 (new section 1855(d)). Re
quires each MedicarePlus PSO that is not li
censed by a state and for which a waiver of 
state law has been approved by the Secretary 
to meet federal financial solvency and cap
ital adequacy standards (see new section 1856 
as described below). The Secretary would be 
required to establish a process for the receipt 
and approval of applications of entities for 
certification (and periodic recertification) of 
a PSO as meeting the federal solvency stand
ards. The Secretary would be required to act 
upon the PSO's certification application 
within 60 days of its receipt. 

Section 4001 (new section 1855(d)). Identical 
provision. 

SENATE AMENDMENT 
Similar. Requires each Medicare Choice or

ganization that is a PSO with a waiver of the 
state licensure requirement to meet stand
ards established under new section 1856 relat
ing to financial solvency and capital ade
quacy. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill. 
( e) Provider sponsored organization defined 

HOUSE BILL 
Section 10001 (new section 1855(e)). Defines 

a PSO as a public or private entity that is a 
provider or group of affiliated providers that 
provides a substantial portion of the re
quired services under the contract directly 
through the provider or affiliated group of 
providers, and with respect to those affili
ated providers that share, directly or indi
rectly, substantial financial risk, have at 
least a majority interest in the entity. In de
fining substantial proportion, the Secretary 
would be required to consider the need for 
such an organization to assume responsi
bility for a substantial portion of required 
services in order to assure financial stability 
and other factors. 

A provider meets the " affiliation" require
ment if, through contract, ownership, or oth
erwise: (A) one provider, directly or indi
rectly, controls, is controlled by, or is under 
common control with the other; (B) both 
providers are part of a controlled group of 
corporations under section 1563 of the Inter
nal Revenue Code (IRC); or (C) both pro
viders are part of an affiliated service group 
under section 44 of the IRC. 

"Control," and "health care provider" are 
specifically defined. The Secretary would be 
required to issue regulations to carry out 
this provision. 

Section 4001 (new section 1855(e)). Identical 
provision. 

Effective date. 
Section 10001. Unless otherwise provided, 

generally effective upon enactment. 
Section 4001. Identical. 

SENATE AMENDMENT 
Similar but includes in the definition of a 

PSO an entity that is established or orga
nized and operated by a local provider or 
group of providers. 

" Substantial proportion" is defined dif
ferently. The Secretary would be required to: 
(A) take into account the need for a PSO to 
assume: (I) significantly more than the ma
jority of the items and services under the 
Medicare Choice contract through its own af
filiated providers; and (ii) most of the re
mainder of the items and services under the 
contract through providers with which the 
organization has an agreement to provide 
such items and services, in order to assure fi
nancial stability and to address the practical 
considerations involved in integrating the 
delivery of a wide range of service providers, 
(B) take into account the need for a PSO to 
provide a limited proportion of the items and 
services under the Medicare Choice contract 
through providers that are neither affiliated 
or have an agreement with the organization, 
and (C) may allow for variation in the defini
tion of substantial proportion among PSOs 
based on relevant differences among them, 
such as their local in an urban or rural area. 

Includes the additional requirement for 
" affiliation" that each provider be a partici
pant in a lawful combination under which 
each provider shares substantial financial 

risk in connection with the organization's 
operations. 

Identical definitions of " control" and 
"health care provider." 

Effective date. Identical. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with a modification re
moving local from the definition of a PSO. 
Accordingly, a PSO is a public or private en
tity that is established or organized and op
erated by a health care provider, or group of 
affiliated health care providers. 

ESTABLISHMENT OF STANDARDS new section 
1856 

CURRENT LAW 
Under Section 1876 of the Social Security 

Act, Medicare specifies requirements to be 
met by an organization seeking to become a 
managed care contractor with Medicare. 
There is no provision for Provider Sponsored 
Organizations (PSOs). 

HOUSE BILL 
Section 10001 (new section 1856). The provi

sion would add a new Section 1856 providing 
for the establishment of federal standards for 
MedicarePlus plans, including solvency 
standards or PSOs. 

Section 4001 (new section 1856). Identical 
provision. 

SENATE AMENDMENT 
Similar provision but applies to Medicare 

Choice organizations and plans. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment except that the provi
sions apply to Medicare+Choice organiza
tions and plans. 
(a) Establishment of solvency standards for 

PSOs 
HOUSE BILL 

Section 10001 (new section 1856(a)). Re
quires the Secretary of HHS to establish, on 
an expedited basis and using a negotiated 
rule-making process, final standards related 
to financial solvency and capital adequacy of 
organizations seeking to qualify as PSOs. 
The target date for publication of the result
ing rules would be April 1, 1998. The Sec
retary would be required to consult with in
terested parties and to take into account: (I) 
the delivery system assets of such an organi
zation and its ability to provide services di
rectly to enrollees through affiliated pro
viders; and (ii) alternative means of protec
tion against insolvency, including reinsur
ance, unrestricted surplus, letters of credit, 
guarantees, organizational insurance cov
erage, etc. Requires the solvency standards 
to include provisions to prevent enrollees 
from being held liable to any person or enti
ty for the MedicarePlus's organization's 
debts in the event of the organization's in
solvency. The negotiated rule-making com
mittee would be appointed by the Secretary. 
If the committee reported by January 1, 1998 
that it had failed to make significant 
progress toward consensus or was unlikely to 
reach consensus by a target date, the Sec
retary could terminate the process and pro
vide for the publication of a rule. If the com
mittee was not terminated, it would have to 
report with the proposed rule by March 1, 
1998. The Secretary would then publish the 
rule on an interim final basis, but it would 
be subject to change after public notice and 
comment. In connection with the rule, the 
Secretary would specify the process for time
ly review and approval of applications of en
tities to be certified as PSOs, consistent 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16405 
with this subsection. The Secretary would be 
required to provide for consideration of such 
comments and republication of the rule 
within one year of its publication. 

Section 4001 (new section 1856(a)). Identical 
provision. 

SENATE AMENDMENT 

Identical except also requires that, in es
tablishing the standards for PSO solvency, 
the Secretary take into consideration in any 
standards developed by the National Associa
tion of Insurance Commissioners specifically 
for risk-based health care delivery organiza
tions. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
(b) Establishment of other standards 

Section 10001 (new section 1856(b)). Re
quires the Secretary to establish by regula
tion other standards (not included in (a)) for 
MedicarePlus organizations and plans con
sistent with, and to carry out, this part. By 
June 1, 1998, the Secretary would be required 
to issue interim standards based on cur
rently applicable standards for Medicare 
HMOs/CMPs. The new standards established 
under this provision would supersede any 
state law or regulation with respect to 
MedicarePlus plans offered by Medicare con
tractors to the extent that such state law or 
regulations was inconsistent with such 
standards. 

Section 4001 (new section 1856(b)). Identical 
except with respect to preemption of state 
law. Provides that subject to section 1852(n) 
(related to non-preemption of state law), the 
MedicarePlus standards to be established by 
the Secretary would supersede any state law 
or regulation to the extent such law or regu
lation was inconsistent. Provides that this 
should not be construed as superseding a 
state law or regulation that is not related to 
solvency, that is applied on a uniform basis 
and is generally applicable to other entities 
engaged in substantially similar business, 
and that provides consumer protections in 
addition to, or more stringent than, those 
provided under this subsection. 
Effective date. 

Section 10001. Unless otherwise provided, 
generally effective upon enactment. 

Section 4001. Identical. 
SENATE AMENDMENT 

Identical provision to section 10001. 
CONFERENCE AGREEMENT 

The conference agreement includes section 
10001 of the House bill with modifications. 
The Secretary would be required to publish 
regulations implementing the standards by 
June 1, 1998. To carry out this requirement 
in a timely manner, the Secretary would be 
authorized to promulgate regulations that 
would take effect on an interim basis, after 
notice and pending opportunity for public 
comment. 

The conference agreement clarifies that 
the federal non-solvency standards would 
preempt any state law or regulation (includ
ing those about to be described) with respect 
to Medicare+Choice plans which are offered 
by Medicare+Choice organizations to the ex
tent such law or regulation was inconsistent 
with the federal standards. State standards 
relating to the following would be pre
empted: (I) benefit requirements, (ii) require
ments relating to inclusion or treatment by 
providers, and (iii) coverage determinations 
(including related appeals and grievance 
processes). 

The Conferees believe that the 
Medicare+Choice program will continue to 

grow and eventually eclipse original fee-for
service Medicare as the predominant form of 
enrollment under the Medicare program. 
Under original fee-for-service, the Federal 
government alone set legislative require
ments regarding reimbursement, covered 
providers, covered benefits and services, and 
mechanisms for resolving coverage disputes. 
Therefore, the Conferees intend that this leg
islation provide a clear statement extending 
the same treatment to private 
Medicare+Choice plans providing Medicare 
benefits to Medicare beneficiaries. 

CONTRACTS WITH MEDICARE+CHOICE 
0RG ANIZA TIO NS 

(new section 1857) 
(a) In general 

CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10001 (new section 1857(a)). The 
Secretary would not permit the election of a 
Medicare+Choice plan and no payment would 
be made to an organization unless the Sec
retary had entered into a contract with the 
organization with respect to the plan. A con
tract with an organization could cover more 
than one Medicare+Choice plan. Contracts 
would provide that organizations agree to 
comply with applicable requirements and 
standards. 

Section 4001 (new section 1857(a)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment except plans are 
called Medicare+Choice plans. 
(b) Minimum enrollment requirements 

CURRENT LAW 

To be eligible as a risk contractor, HMOs/ 
CMPs generally must have at least 5,000 
members. However, if HMOs/CMPs primarily 
serve members outside urbanized areas, they 
may have fewer members (regulations speci
fy at least 1,500). Organizations eligible for 
Medicare cost contracts also may have fewer 
than 5,000 members (regulations specify at 
least 1,500). 

HOUSE BILL 

Section 10001 (new section 1857(b)). The 
Secretary would be prohibited from entering 
into a contract with a Medicare+Choice or
ganization unless the organization had at 
least 5,000 individuals (or 1,500 individuals in 
the case of a PSO) who were receiving health 
benefits through the organization. An excep
tion would apply if the Medicare+Choice 
standards (as established in new section 1856 
described above) permitted the organization 
to have a lesser number of beneficiaries (but 
not less than 500 for a PSO) if the organiza
tion primarily served individuals residing 
outside of urbanized areas. These lower min
imum enrollment requirements relating to 
PSOs are effective January 1, 1998. In addi
tion, the Secretary could waive this require
ment during an organization's first 3 con
tract years. Minimum enrollment require
ments would not apply to a contract that re
lated only to an MSA plan. 

Section 4001 (new section 1857(b)). Identical 
provision. 

SENATE AMENDMENT 

The Secretary would be prohibited from 
entering into a contract with a Medicare 
Choice organization unless the organization 

had at least 1,500 individuals who were re
ceiving health benefits through the organiza
tion (500 if the organization primarily serves 
individuals residing outside of urbanized 
areas). The Secretary may waive this provi
sion during the first 2 contract years with an 
organization. 

In the case of a PSO, the provision would 
be applied by taking into account individ
uals for whom the organization had assumed 
substantial financial risk. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with clarification that the 
organization would have at least 1,500 indi
viduals (or 500 individuals in the case of a 
PSO) if the organization primarily serves in
dividuals residing outside of urban areas. 
The agreement provides that in applying the 
minimum enrollment requirements to a 
Medicare+Choice organization that is offer
ing an MSA plan, covered lives would be sub
stituted for individuals. The Secretary has 
the authority to waive the minimum enroll
ment during the first three contract years 
for any organization. 
(c) Contract period and effectiveness 

CURRENT LAW 

Contracts with HMOs are for 1 year, and 
may be made automatically renewable. How
ever, the contract may be terminated by the 
Secretary at any time (after reasonable no
tice and opportunity for a hearing) in the 
event that the organization fails substan
tially to carry out the contract, carries out 
the contract in a manner inconsistent with 
the efficient and effective administration of 
Medicare HMO law, or no longer meets the 
requirements specified for Medicare HMOs. 
The Secretary also has authority to impose 
lesser sanctions. 

HOUSE BILL 

Section 10001 (new section 1857(c)). Con
tracts would be for at least one year, and 
could be made automatically renewable in 
the absence of notice by either party of in
tention to terminate. The Secretary could 
terminate a contract at any time if the Sec
retary determined that the organization: (i) 
had failed substantially to carry out the con
tract; (ii) was carrying it out in a manner 
substantially inconsistent with the efficient 
and effective administration of 
Medicare+Choice; or (iii) no longer substan
tially met Medicare+Choice conditions. Con
tracts would specify their effective date, but 
contracts providing coverage under an MSA 
plan could not take effect before January 
1999. The Secretary would not contract with 
an organization that had terminated its 
Medicare+Choice contract within the pre
vious 5 years, except in special cir
cumstances as determined by the Secretary. 
The authority of the Secretary with respect 
to Medicare+Choice plans could be performed 
without regard to laws or regulations relat
ing to contracts of the United States that 
the Secretary determined were inconsistent 
with the purposes of Medicare. 

Section 4001 (new section 1857(c)). Similar 
provision except that the Secretary may im
pose intermediate sanctions described below. 
Contracts providing coverage under an MSA 
plan could not take effect before January 
1998. 

SENATE AMENDMENT 

Similar provision except that the Sec
retary may .impose intermediate sanctions 
described in subsection (g) below to Medicare 
Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
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the Senate amendment except that there is 
no reference to intermediate sanctions and 
contacts providing coverage under an MSA 
plan could not take effect before January 
1999. 
( d) Protections against fraud and beneficiary 

protections 
CURRENT LAW 

Under section 1856, the Secretary has the 
right to inspect or otherwise evaluate the 
quality, appropriateness and timeliness of 
services, as well as the organization's facili
ties if there were reasonable evidence of need 
for such inspection. In addition, the Sec
retary has the right to audit and inspect any 
books and records that pertain either to the 
ability of the organization to bear the risk of 
potential financial loss or to services per
formed or determinations of amounts pay
able under the contract. Contractors may be 
required to provide and pay for advance writ
ten notice to each enrollee of a termination, 
along with a description of alternatives for 
obtaining benefits. Organizations must also 
notify the Secretary of loans and other spe
cial financial arrangements made with sub
contractors, affiliates, and related parties. 

HOUSE BILL 

Section 10001 (new section 1857(d)). Con
tracts would provide that the Secretary or 
his or her designee would have the right to 
inspect or otherwise evaluate the quality, 
appropriateness and timeliness of services, 
as well as the organization's facilities if 
there were reasonable evidence of need for 
such inspection; in addition, the Secretary 
would have the right to audit and inspect 
any books and records that pertain either to 
the ability of the organization to bear the 
risk of potential financial loss or to services 
performed or determinations of amounts 
payable under the contract. Contracts would 
also require the organization to provide and 
pay for advance written notice to each en
rollee of a termination, along with a descrip
tion of alternatives for obtaining benefits. 
They would also require that organizations 
notify the Secretary of loans and other spe
cial financial arrangements made with sub
contractors, affiliates, and related parties. 

Medicare+Choice organizations would be 
required to report financial information to 
the Secretary, including information dem
onstrating that the organization was fiscally 
sound, a copy of the financial report filed 
with HCFA containing information required 
under section 1124 of the Social Security Act, 
and a description of transactions between 
the organization and parties in interest. 
These transactions would include: (I) any 
sale, exchange, or leasing of property; (ii) 
any furnishing for consideration of goods, 
services, and facilities (but generally not in
cluding employees' salaries or health serv
ices provided to members); and (iii) any lend
ing of money or other extension of credit. Fi
nancial information would be available to 
enrollees upon reasonable request. Consoli
dated financial statements could be required 
when the organization controls, is controlled 
by, or is under common control with another 
entity. 

With respect to financial information, the 
term " party in interest" means: (I) any di
rector, officer, partner, or employee respon
sible for management or administration of a 
Medicare+Choice organization; any person 
who directly or indirectly is a beneficial 
owner of more than 5 percent of its equity; 
any person who is the beneficial owner of a 
mortgage, deed of trust, note, or other inter
est secured by, and valuing more than 5% of 
the organization; and in the case of a non-

profit Medicare+Choice organization, an in
corporator or member of such corporation; 
(ii) any entity in which a person described in 
(I) is an officer or director; a partner; has di
rectly or indirectly a beneficial interest in 
more than 5 percent of the equity; or has a 
mortgage, deed of trust, note, or other inter
est valuing more than 5 percent of the assets 
of the entity; (iii) any person directly or in
directly controlling, controlled by, or under 
common control with an organization; and 
(iv) any spouse, child, or parent of an indi
vidual described in (I). 

Section 4001 (new section 1857(d)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment with a modification 
that the Secretary would provide for annual 
auditing of financial records (including data 
relating to Medicare utilization, costs, and 
computation of the adjusted community 
rate) of at least one-third of the 
Medicare+Choice organizations offering 
Medicare+Choice plans. The Comptroller 
General would monitor these auditing activi
ties. 
(e) Additional contract terms 

CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10001 (new section 1857(e)). Con
tracts would contain other terms and condi
tions (including requirements for informa
tion) as the Secretary found necessary and 
appropriate. Contracts would require pay
ments to the Secretary for the organiza
tion's pro rata share of the estimated costs 
to be incurred by the Secretary relating to 
enrollment and dissemination of informa
tion. These payments would be appropriated 
to defray such costs and would remain avail
able until expended. 

Section 4001 (new section 1857(e)). Similar 
provision except required payments to the 
Secretary would include pro rate share of es
timated costs for certain counseling and as
sistance programs. If a contract with a 
Medicare+Choice organization were termi
nated, the organization would have to notify 
each enrollee. 

SENATE AMENDMENT 

Similar provision except if a contract with 
a Medicare Choice organization were termi
nated, the organization would have to notify 
each enrollee. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment, with a modification. 
The conference agreement authorizes the 
Secretary to collect user fees on a pro rata 
basis from Medicare+Choice organizations to 
offset administrative costs associated with 
additional requirements relating to enroll
ment and dissemination of information re
quired by the agreement. The conference 
agreement also requires Medicare+Choice or
ganizations to make payments to the Sec
retary for the pro rata share of estimated 
costs for certain counseling and assistance 
programs. The fees collected under this sec
tion are limited to $200 million in fiscal year 
1998, $150 million in fiscal year 1999, and $100 
million in fiscal year 2000 and beyond. 

The agreement does not include a require
ment that the organization would have to 

notify each enrollee 1f a contract with a 
Medicare+Choice organization were termi
nated. 
(f) Prompt payment by M edicare+Choice Orga

nization 
CURRENT LAW 

Section 1856 of the Social Security Act re
quires managed care contractors to provide 
prompt payment of covered services if the 
services are not furnished by a contract pro
vider. 

HOUSE BILL 

Section 10001 (new section 1857(f)). Con
tracts would require a Medicare+Choice or
ganization to provide prompt payment of 
claims submitted for services and supplies 
furnished to individuals pursuant to the con
tract, 1f they are not furnished under a con
tract between the organization and the pro
vider or supplier. If the Secretary deter
mined (after notice and opportunity for a 
hearing) that the organization had failed to 
pay claims promptly, the Secretary could 
provide for direct payment of the amounts 
owed providers and suppliers. In these cases, 
the Secretary would reduce Medicare+Choice 
payments otherwise made to the organiza
tion to reflect the amount of the payments 
and the Secretary's cost in making them. 

Section 4001 (new section 1857(f)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(g) Intermediate sanctions 

CURRENT LAW 

The Secretary has authority to impose 
lesser sanctions, including suspension of en
rollment or payment and imposition of civil 
monetary penalties. These sanctions may be 
applied for denial of medically necessary 
services, ov.ercharging, enrollment viola
tions, misrepresentation, failure to pay 
promptly for services, or employment of pro
viders barred from Medicare participation. 

HOUSE BILL 

Section 10001 (new section 1857(g)). The 
Secretary would be authorized to carry out 
specific remedies in the event that a 
Medicare+Choice organization: (I) failed sub
stantially to provide medically necessary 
items and services required to be provided, if 
the failure adversely affected (or had the 
substantial likelihood of adversely affecting) 
the individual; (ii) imposed net monthly pre
miums on individuals that were in excess of 
the net monthly premiums permitted; (iii) 
acted to expel or refused to re-enroll an indi
vidual in violation of Medicare+Choice re
quirements; (iv) engaged in any practice that 
would reasonably be expected to have the ef
fect of denying or discouraging enrollment 
(except as permitted by Medicare+Choice) of 
eligible individuals whose medical condition 
or history indicates a need for substantial 
future medical services; (v) misrepresented 
or falsified information to the Secretary or 
others; (vi) failed to comply with rules re
garding physician participation; or (vii) em
ployed or contracted with any individual or 
entity that was excluded from participation 
in Medicare under section 1128 or 1128A of 
the Social Security Act (relating to sanc
tions for program violations) for the provi
sion of health care, utilization review, med
ical social work, or administrative services, 
or employed or contracted with any entity 
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for the provision (directly or indirectly) 
through such an excluded individual or enti
ty. 

The remedies would include civil money 
penalties of not more than $25,000 for each 
determination of a failure described above or 
not more than $100,000 with respect to mis
representing information furnished to the 
Secretary or denying enrollment to persons 
with a preexisting medical condition. In 
cases of the latter failure, the Secretary 
could also levy a $15,000 fine for each indi
vidual not enrolled. In cases of excess pre
mium charges, the Secretary could also re
cover twice the excess amount and return 
the excess amount to the affected individual. 
In addition, the Secretary could suspend en
rollment of individuals and payment for 
them after notifying the organization of an 
adverse determination, until the Secretary 
was satisfied that the failure had been cor
rected and would not likely recur. 

Other intermediate sanctions could be im
posed if the Secretary determined that a 
failure had occurred other than those de
scribed above. These include: (I) civil money 
penalties up to $25,000 if the deficiency di
rectly adversely affected (or had the likeli
hood of adversely affecting) an individual 
under the organization's contract; (ii) civil 
money penalties of not more $10,000 for each 
week after the Secretary initiated proce
dures for imposing sanctions; and (iii) sus
pension of enrollment until the Secretary is 
satisfied the deficiency had been corrected 
and would not likely recur. 

Section 4001 (new section 1857(g)). Identical 
provision. 

SENATE AMENDMENT 

Similar provision except applies to Medi
care Choice organization. The provisions of 
section 1128A (other than subsections (a) and 
(b)) would apply to a civil money penalty in 
the same manner as they apply to a civil 
money penalty or proceeding under that sec
tion. 

CONFERENCE AGREEMENT 

The conference agreement includes iden
tical provisions in the House bill and the 
Senate amendment, including provisions re
lating to civil money penalties that are 
under termination procedures in the House 
bill. 
(h) Procedures for termination 

CURRENT LAW 

Under section 1856 of the Social Security 
Act, the Secretary may terminate a contract 
with an organization for noncompliance with 
the law's requirements after reasonable no
tice and opportunity for hearings. 

HOUSE BILL 

Section 10001 (new section 1857(h)). The 
Secretary could terminate a contract in ac
cordance with formal investigation and com
pliance procedures under which the Sec
retary (1) provides the organization with an 
opportunity to develop and implement a cor
rective action plan, and (ii) provides reason
able notice and opportunity for a hearing, in
cluding the right to appeal an initial deci
sion, before imposing any sanction or termi
nating the contract. The provisions of sec
tion 1128A (other than subsections (a) and 
(b)) would apply to a civil money penalty in 
the same manner as they apply to a civil 
money penalty or proceeding under that sec
tion. The Secretary would be authorized not 
to delay termination of a contract (resulting 
from the formal investigation and compli
ance procedures) if such termination would 
pose an imminent and serious risk to enroll
ees' health. 

Section 4001 (new section 1857(h)). Similar 
provision except the compliance procedures 
also provide (1) the Secretary imposes more 
severe sanctions on organizations that have 
a history of deficiencies or have not taken 
steps to correct those the Secretary brought 
to their attention, and (ii) there are no un
reasonable or unnecessary delays between 
finding a deficiency and imposing sanctions. 

Effective date. 
Section 10001 (new section 1857). Effect.ive 

generally starting January 1, 1999 but applies 
to PSO enrollment January 1, 1998. 

Section 4001 (new section 1857). Identical.-
SENATE AMENDMENT 

Similar provision except that the compli
ance procedures also provide (1) the Sec
retary imposes more severe sanctions on 
Medicare Choice organizations that have a 
history of deficiencies or have not taken 
steps to correct those the Secretary brought 
to their attention, and (ii) there are no un
reasonable or unnecessary delays between 
finding a deficiency and imposing sanctions. 
Provision regarding section 1128A is in (g), 
above. 

Effective date. Identical. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment except that provi
sions relating to civil money penalties in the 
House bill are included above under inter
mediate sanctions. The agreement does not 
include provisions relating to sanctions on 
an organization with a history of deficiencies 
and to unreasonable and unnecessary delays 
between finding a deficiency and imposing 
sanctions. 

DEFINITIONS; MISCELLANEOUS PROVISIONS 

New section 1859 
(a) Definitions related to Medicare+Choice Or

ganizations 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10001 (new section 1859(a)). A 
Medicare+Choice organization is a public or 
private entity that is certified under section 
1856 (as created by this Act) as meeting the 
Medicare+Choice requirements and stand
ards for such an organization. 

A provider-sponsored organization is de
fined in section 1855(e)(l) as created by this 
Act. 

Section 4001 (new section 1859(a)). Identical 
provision. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment but applies the provi
sions to Medicare+Choice organizations and 
plans. 
(b) Definitions relating to Medicare+Choice 

Plans 
HOUSE BILL 

Section 10001 (new section 1859 (b)). A 
Medicare+Choice plan is health benefits cov
erage offered under a policy, contract, or 
plan by a Medicare+Choice organization pur
suant to and in accordance with a contract 
under section 1857 as created by this Act. 

An MSA plan is a Medicare+Choice plan 
that (1) provides reimbursement for at least 
the items and services for which benefits are 
available under Medicare parts A and B to 
individuals residing in the area served by the 

plan and additional health services the Sec
retary may approve, but only after the en
rollee incurs countable expenses (as specified 
in the plan) equal to the amount of the an
nual deductible; (ii) counts as such expenses 
at least all amounts that would have been 
payable under parts A and B or by the en
rollee as deductibles, coinsurance, or copay
ments if the enrollee had elected to receive 
benefits through those parts; and (iii) pro
vides, after the deductible is met for a year 
(and for all subsequent expenses referred to 
in (i) in the year) for a level of reimburse
ment that is not less than the lesser of (A) 
100 percent of such expenses, or (B) 100 per
cent of the amount that would have been 
paid (without regard to any deductibles or 
coinsurance) under Medicare parts A and B. 
For contract year 1999, the annual deductible 
under a MSA plan could not be more than 
$6,000. For a subsequent contract year, the 
annual deductible could not be more than 
the maximum amount for the previous con
tract year increased by the national per cap
ita Medicare+Choice growth percentage and 
rounded to the nearest multiple of $50. 

Section 4001 (new section 1859(b)). Identical 
provision. 

SENA'l'E AMENDMENT 

Similar provision except applies to Medi
care Choice plans. 

A Medicare Choice unrestricted fee-for
service plan is a Medicare Choice plan that 
provides for coverage of benefits without re
gard to utilization and to whether the pro
vider has a contract or other arrangement 
with the organization offering the plan for 
the provision of such benefits. 

The annual deductible under an MSA plan 
could not be less than $1,500 nor more than 
$2,250, and annual out-of-pocket expenses re
quired to be paid under an MSA plan (other 
than for premiums) could not exceed $3,000. 
For taxable years after 1998, these amounts 
would be increased by the percentage by 
which the Consumer Price Index (CPI) for all 
urban consumers for the preceding calendar 
year exceeds the CPI for calendar year 1992, 
rounded to the nearest multiple of $50. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with an amendment that de
fines a Medicare+Choice private fee-for-serv
ice plan as a Medicare+Choice plan that (A) 
reimburses hospitals, physicians, and other 
providers at a rate determined by the plan 
on a fee-for-service basis without placing the 
provider at financial risk; (B) does not vary 
such rates for such a provider based on utili
zation relating to such provider; and (C) does 
not restrict the selection of providers among 
those who are lawfully authorized to provide 
the covered services and agree to accept the 
terms and conditions of payment established 
by the plan. 
(c) Other references to other terms 

HOUSE BILL 

Section 1001 (new section 1859(c)). Defines 
through reference (i) Medicare+Ghoice Eligi
ble Individual; (ii) Medicare+Choice payment 
are; (iii) national per capita 
Medicare+Choice growth percentage; and (iv) 
monthly premium; net monthly premium. 

Section 4001 (new section 1859(c)). Identical 
provision. 

SENATE AMENDMENT 

Similar provision except applies to Medi
care Choice plans and in (111) refers to na
tional average per capita growth percentage. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with clarification that ref
erences in (iv) are to Medicare+Choice 
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monthly basic beneficiary premium and 
Medicare+Choice monthly supplemental ben
eficiary premium. 
(d) Coordinated acute and long-term care bene

fits under a Medicare+Choice Plan 
HOUSE BILL 

Section 10001 (new section 1859(" d)). A 
state would not be prevented from coordi
nating benefits under a Medicaid plan and a 
Medicare+Choice plan in a manner that 
assures continuity of a full range of acute 
care and long-term care services to poor el
derly or disabled individuals eligible for 
Medicare benefits under a Medicare+Choice 
plan. 

Section 4001 (new section 1859(" d)). Iden
tical provision. 

SENATE AMENDMENT 
Identical provision except applies to Medi

care Choice plan. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 
(e) Restriction on enrollment for certain 

Medicare+Choice Plans 
HOUSE BILL 

Section 10001 (new section 1859(e)). A 
Medicare+Choice religious fraternal benefit 
society plan could restrict enrollment to in
dividuals who are members of the church, 
convention, or group with which the society 
is affiliated. A Medicare+Choice religious 
fraternal benefit society plan would be a 
Medicare+Choice plan that: (i) is offered by a 
religious fraternal benefit society only to 
members of the church, convention, or affili
ated group; and (ii) permits all members to 
enroll without regard to health status-re
lated factors. This provision could not be 
construed as waiving plan requirements for 
financial solvency. In developing solvency 
standards, the Secretary would take into ac
count open contract and assessment features 
characteristic of fraternal insurance certifi
cates. Under regulations, the Secretary 
would provide for adjustments to payment 
amounts under section 1854 (as created by 
this Act) to assure an appropriate payment 
level, taking account of the actuarial char
acteristics of the individuals enrolled in such 
a plan. 

A religious fraternal benefit society is an 
organization that (i) is exempt from Federal 
income taxation under section 501(c)(8) of 
the Internal Revenue Code; (ii) is affiliated 
with, carries out the tenets of, and shares a 
religious bond with, a church or convention 
or association of churches or an affiliated 
group of churches; (iii) offers, in addition to 
a Medicare+Choice religious fraternal ben
efit society plan, at least the same level of 
health coverage to individuals entitled to 
Medicare benefits who are members of such 
church, convention, or group; and (iv) does 
not impose any limitation on membership in 
the society based on any health status-re
lated factor. 

Section 4001 (new section 1859("e)). Iden
tical provision. 

SEN'.A.TE AMENDMENT 
Identical provision except applies to Medi

care Choice plans. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 
(f) Report on coverage of beneficiaries with end

stage renal disease 
HOUSE BILL 

Section 10001 (new section 1859(b)). The 
Secretary would provide for a study on the 

feasibility and impact of removing the re
striction on beneficiaries with end-stage 
renal disease from enrolling in a MSA 
Medicare+Choice plan. No later than October 
1, 1998, the Secretary would submit to Con
gress a report on this study and include rec
ommendations regarding removing or re
stricting the limitation as may be appro
priate. 

Section 4001 (new section 1859(b)). Identical 
provision. 

SENATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement does not contain 

the House bill. 
(g) Report on Medicare+Choice teaching pro

grams and use of DSH and teaching hos
pitals 

HOUSE BILL 
Section 10001 (new section 1859(c)). No later 

than October 1, 1999, the Secretary would 
submit to Congress a report on the extent to 
which Medicare+Choice organizations are 
providing payments to disproportionate 
share hospitals and teaching hospitals. The 
report would be based on information pro
vided to the Secretary by Medicare+Choice 
organizations as required by this provision 
and such information as the Secretary may 
obtain. 

Section 4001 (new section 1859(c)). Identical 
provision. 

SENATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement does not contain 

the House bill. 
TRANSITIONAL RULES FOR CURRENT MEDICARE 

HMO PROGRAM 
Sections 10002 and 4002 of House bill and 

Section 5002 of Senate amendment 
(a) Waiver of the 50:50 Rule 

CURRENT LAW 
Current law r.equires that to be a risk con

tractor, no more than 50 percent of the orga
nization's enrollees may be Medicare or Med
icaid beneficiaries. The rule may be waived, 
however, for an organization that serves a 
geographic area where Medicare and Med
icaid beneficiaries make up more than 50 . 
percent of the population or (for 3 years) for 
an HMO that is owned and operated by a gov
ernmental entity. 

HOUSE BILL 
Section 10002. Effective for contract peri

ods beginning after December 31, 1996, the 
Secretary could waive or modify the 50:50 
rule to the extent the Secretary finds the 
waiver is in the public interest. Beginning in 
1999, the 50:50 rule would no longer be appli
cable to organizations offering 
Medicare+Choice plans. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Limits 50:50 rule to contract periods begin
ning before January 1, 1999. Deletes provision 
that applies to Medicaid beneficiaries. The 
Secretary could waive the requirement if the 
Secretary determines that the plan meets all 
other beneficiary protections and quality 
standards under the section. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with an amendment that 
the Secretary could waive or modify the 50:50 
rule to the extent the Secretary finds the 
waiver is in the public interest. 

The Conferees believe it is unnecessary to 
continue in effect the outdated 50:50 rule 

after January 1, 1999. Between the date of en
actment and January 1, 1999, the conference 
agreement grants the Secretary broad au
thority to waive the 50:50 rule . The Conferees 
expect that the Secretary will use this au
thority, among other things, to provide ex
tensions of existing waivers and new waivers 
to organizations that have a demonstrated 
history of adherence to quality standards. In 
particular, the Conferees intend that the 
Secretary grant waivers to the Wellness Plan 
in Southeastern Michigan and the Watts 
Health Foundation providing care in medi
cally under served inner city areas. 
(b) Transition 

HOUSE BILL 
Section 10002. The Secretary would be pro

hibited from entering into, renewing, or con
tinuing any risk-sharing contract under sec
tion 1876 for any contract year beginning on 
or after the date Medicare+Choice standards 
are first established for Medicare+Choice or
ganizations that are insurers or HMOs. If the 
organization had a contract in effect on that 
date, the prohibition would be effective one 
year later. The Secretary could not enter 
into, renew, or continue a risk-sharing con
tract for any contract year beginning on or 
after January 1, 2000. An individual who is 
enrolled in Medicare part B only and also in 
an organization with a risk-sharing contract 
on December 31, 1998 could continue enroll
ment in accordance with regulations issued 
not later than July 1, 1998. 

For individuals enrolled under both Medi
care part A and part B, payments for risk
sharing contracts for months beginning with 
January 1998 would be computed by sub
stituting the Medicare+Choice payment 
rates specified in this bill. For individuals 
enrolled only under part B, the substitution 
would be based upon the proportion of those 
rates that reflects the proportion of pay
ments under title XVIII of the Social Secu
rity Act (i.e., Medicare) attributable to part 
B. With respect to months in 1998, the Sec
retary would compute, announce, and apply 
the Medicare+Choice payment rates in as 
timely manner as possible (notwithstanding 
deadlines in section 1853(a) as described 
above) and could provide for retroactive ad
justments in risk-sharing contract payments 
not in accordance with those rates. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Similar prov1s10n except applies to 
Medicare+Choice organizations. Makes clear 
that Secretary could not enter into, renew, 
or continue a risk-sharing contract for any 
contract year beginning on or after January 
1, 2000. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
the Senate amendment with a clarification 
that on or after the date standards for 
Medicare+Choice organizations and plans are 
first established under section 1856(b)(l), the 
Secretary could not enter into any risk-shar
ing contract with an eligible organization, 
and that for any contract year beginning on 
or after January l, 1999, the Secretary could 
not renew any such contract. The agreement 
also clarifies that an individual who is en
rolled in Medicare part B only and also in an 
organization with a risk-sharing contract on 
December 31, 1998, could continue enrollment 
in accordance with regulations described in 
section 1856(b)(l). The agreement does not in
clude the provision that for months in 1998 
the Secretary would compute, announce, and 
apply the Medicare+Choice payment rates in 
as timely a manner as possible and could 
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provide for retroactive adjustments in risk
sharing contract payments not in accordance 
with those rates. 

The conference agreement also provides 
that the following requirements would apply 
to eligible org·anizations with risk-sharing 
contracts in the same manner as they apply 
to Medicare+Choice organizations under 
Part C: (A) data collection requirements 
under section 1853(a)(3)(B) relating to in-pa
tient hospital services and other services; (B) 
restrictions on imposition of premium taxes 
under section 1854(h) relating to payments to 
such organizations; (C) the requirement to 
accept enrollment of new enrollees during 
November 1998 under section 1851(e)(6); and 
(D) payments under section 1857(e)(2) relat
ing to cost-sharing in enrollment-related 
costs. 

In addition, the conference ag-reement pro
vides that after enactment of this provision 
the Secretary may not enter into a reason
able cost reimbursement contract (if the 
contract is not in effect as of that date) ex
cept for an organization which immediately 
prior to entering into such contract had an 
agreement in effect under section 
1833(a)(l)(A). The Secretary could not extend 
or renew a reasonable cost reimbursement 
contract under this subsection beyond De
cember 31, 2002. Not later than January 1, 
2001, the Secretary would submit to Congress 
a report analyzing the potential impact of 
termination of reasonable cost reimburse
ment contracts on Medicare beneficiaries en
rolled under them. The report would include 
recommendations regarding any extension or 
transition of the contracts that the Sec
retary deems appropriate. 
(c) Enrollment transition rule 

HOUSE BILL 

Section 10002. An individual who is en
rolled on December 31, 1998 with an organiza
tion having a section 1876 contract would be 
considered to be enrolled with that organiza
tion under Medicare+Choice if the organiza
tion has a Medicare+Choice contract for pro
viding services on January 1, 1999, unless the 
individual had disenrolled effective that 
date. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 
(e) Extension of provider requirement 

HOUSE BILL 

Section 10002. Hospitals would accept Medi
care payment rates as payment in full for in
patient emergency services covered under 
Medicare that an out-of-plan provider fur
nishes enrollees in a Medicare+Choice plan 
which does not have a contract establishing 
such payment amounts. 

Section 4002. Similar provision except 
amount would be reduced by any payment 
under section 1858 as created by this Act for 
disproportionate share hospitals and grad
uate medical education. 

SENATE AMENDMENT 

Identical provision except applies to Medi
care Choice organization. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment with an amendment 
that the amount would be reduced by any 
payment under sections 1886(d)(ll) and 
1886(h)(3)(D) relating to graduate medical 
education. 

(f) Additional conforming changes 

HOUSE BILL 

Section 10002. Any reference in law in ef
fect before the date of enactment of this leg
tslation to part C of Medicare would be 
deemed a reference to part D as in effect 
after such date. 

Not later than 90 days after enactment of 
this legislation, the Secretary would submit 
to Congress a legislative proposal providing 
for technical and conforming amendments as 
the Medicare+Choice provisions require. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment with an amendment 
that the Secretary would submit the pro
posal not later than 6 months after enact
ment. 
(g) Immediate effective date for certain require

ments for demonstrations 

HOUSE BILL 

Section 10002. Required Medicare+Choice 
organization contributions for costs related 
to enrollment and dissemination of informa
tion would apply to demonstrations if their 
enrollment were effected or coordinated 
under section 1851 as created by this Act. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 
(h) Use of interim, final regulations 

HOUSE BILL 

Section 10002. In order to carry out the 
Medicare+Choice provisions in a timely man
ner, the Secretary could (after notice and op
portunity for public comment) promulgate 
regulations that take effect on an interim 
basis. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(i) Transition rule for PSO enrollment 

HOUSE BILL 

Section 10002. Provides that a PSO with at 
least 1,500 enrollees in urban areas and 500 
enrollees in rural areas may qualify for a 
risk-sharing contract beginning on or after 
January 1, 1998. 

Section 4002. Identical provision. 
SENATE AMENDMENT 

Similar provision except that the PSO may 
count toward the threshold numbers individ
uals for whom the organization has assumed 
substantial financial risk. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with amendments. It pro
vides that not later than 4 weeks after enact
ment the Secretary would announce the an
nual Medicare+Choice capitation rates for 
1998. In addition, the conference agreement 
eliminates the health care prepayment plan 
option for entities eligible to participate as 
a managed care organization. 

CONFORMING CHANGES IN MEDIGAP PROGRAM 

Section 10003 and 4003 of House bill; and 
Section 5003 and 5652 of Senate amendment 

CURRENT LAW 

Current law contains rules regarding the 
sale of Medicare supplement policies (gen
erally referred to as "Medigap" policies). In
cluded are prohibitions governing the sale of 
duplicative policies and exceptions to the 
general prohibitions. 

HOUSE BILL 

Section 10003. Includes conforming lan
guage to the duplication provisions for per
sons electing a Medicare+Choice plan. In
cluded in the general prohibitions would be a 
general prohibition against selling to a per
son electing a Medicare+Choice plan a Medi
care supplemental policy with the knowledge 
that it duplicated benefits to which the indi
vidual was otherwise entitled to under Medi
care or another supplemental policy. A 
Medicare+Choice policy is not included with
in the definition of a Medicare supple
mentary policy. 

Prohibits the sale of certain policies to a 
person electing a high deductible plan. Spe
cifically, the prohibition would apply to the 
sale of policies providing coverage for ex
penses that are otherwise required to be 
counted toward meeting the annual deduct
ible amount provided under a medical sav
ings account (MSA) plan. 

Effective Date. Enactment 
Section 4003. Identical provision 

SENATE AMENDMENT 

Identical provision, except refers to Medi
care Choice. 

Adds to list of exceptions for policies not 
considered duplicative. A health insurance 
policy (which may be a contract with a 
health maintenance organization) would not 
be considered duplicative if it: (1) provides 
comprehensive health care benefits that re
place benefits provided by another insurance 
policy, (2) is being provided to a disabled en
rollee, and (3) coordinates against items and 
services available or paid for under Medicare 
or Medicaid, provided that Medicare or Med
icaid payments are not treated as payments 
in determining annual or lifetime benefits 
under the policy. 

Effective Date. Enactment 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with a modification. The 
modification specifies thatr the prohibition 
on the sale of health insurance policies to 
persons with MSA plans would not apply to 
the following types of policies: (a) a policy 
that provides coverage (whether through in
surance or otherwise) for accidents, dis
ability, dental care, vision care, or long term 
care; (2) an insurance policy whose coverage 
primarily relates to liabilities incurred 
under workers compensation laws, tort li
abilities, liabilities relating to ownership or 
use of property, or other similar liabilities 
specified by the Secretary in regulations; (3) 
an insurance policy that provides coverage 
for a specified disease or illness; or (4) an in
surance policy that pays a fixed amount per 
day (or other period) of hospitalization. 

The conference agreement does not include 
the Senate provision adding to the list of ex
ceptions for policies considered duplicative. 
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DESCRIPTION OF TAXATION OF 

MEDICARE+CHOICE/MEDICARE CHOICE MED
ICAL SA VIN GS ACCOUNTS 

Secs. 4006 and 10006 of the House bill and sec. 
5006 of the Senate amendment 

Present law 
Under present law, the value of Medicare 

coverage and benefits is not includible in 
taxable income. 

Individuals who itemize deductions may 
deduct amounts paid during the taxable year 
(if not reimbursed by insurance or otherwise) 
for medical expenses of the taxpayer and the 
taxpayer's spouse and dependents (including 
expenses for insurance providing medical 
care) to the extent that the total of such ex
penses exceeds 7.5 percent of the taxpayer 's 
adjusted gross income ("AGI"). 

Within limits, contributions to a medical 
savings account ("MSA") are deductible in 
determining AGI if made by an eligible indi
vidual and are excludable from gross income 
and wages for employment tax purposes if 
made by the employer of an eligible indi
vidual.1 Individuals covered under Medicare 
are not eligible to have an MSA. 

Earnings on amounts in an MSA are not 
currently includible in income. Distributions 
from an MSA for medical expenses of the 
MSA account holder and his or her spouse or 
dependents are not includible in income. For 
this purpose, medical expenses are defined as 
under the itemized deduction for medical ex
penses, except that medical expenses do not 
include any insurance premiums other than 
premiums for long-term care insurance, con
tinuation coverage (so-called "COBRA cov
erage"), or premiums for coverage while an 
individual is receiving unemployment com
pensation. Distributions not used for medical 
expenses are subject to an additional 15-per
cent tax unless the distribution is made after 
age 65, death, or disability. 

Under present law, there are no tax provi
sions for Medicare+Choice medical savings 
accounts (" Medicare+Choice MSAs"). 

HOUSE BILL 

In general 
Under the bill, individuals who are eligible 

for Medicare are permitted to choose either 
the traditional Medicare program or a 
Medicare+Choice MSA plan. To the extent an 
individual chooses such a plan, the Secretary 
of Health and Human Services makes a spec
ified contribution directly into a 
Medicare+Choice MSA designated by such 
individual. Only contributions by the Sec
retary of Health and Human Services can be 
made to a Medicare+Choice MSA and such 
contributions are not included in the taxable 
income of the Medicare+Choice MSA holder. 
Income earned on amounts held in a 
Medicare+Choice MSA are not currently in
cludible in taxable income. Withdrawals 
from a Medicare+Choice MSA are excludable 
from taxable income if used for the qualified 
medical expenses of the Medicare+Choice 
MSA holder. Withdrawals from a 
Medicare+Choice MSA that are not used for 
the qualified n:iedical expenses of the ac
count holder are includible in income and 
may be subject to an additional tax (de
scribed below). 

Definition of Medicare+Choice MSAs 
In general, a Medicare+Choice MSA is an 

MSA that is designated as Medicare+Choice 
MSA and to which the only contributions 
that can be made are those by the Secretary 
of Health and Human Services.2 Thus, a 

I The number of MSAs which can be established is 
subject to a cap. 

2Medicare+Choice MSAs are not taken into ac
count for purposes of the cap on non-

Medicare+Choice MSA is a tax-exempt trust 
(or a custodial account) created exclusively 
for the purpose of paying the qualified med
ical expenses of the account holder that 
meets requirements similar to those applica
ble to individual retirement arrangements 
(" IRAs").3 The trustee of a Medicare+Choice 
MSA can be a bank, insurance company, or 
other person that demonstrates to the satis
faction of the Secretary of the Treasury that 
the manner in which such person will admin
ister the trust will be consistent with appli
cable requirements. 

A Medicare+Choice MSA trustee would be 
required to make such reports as may be re
quired by the Secretary of the Treasury. A 
$50 penalty would be imposed for each failure 
to file without reasonable cause. 

Taxation of distributions from a 
Medicare+Choice MSA 

Distributions from a Medicare+Choice 
MSA that are used to pay the qualified med
ical expenses of the account holder would be 
excludable from taxable income regardless of 
whether the account holder is enrolled in the 
Medicare+Choice MSA plan at the time of 
the distribution. 4 Qualified medical expenses 
are defined as under the rules relating to the 
itemized deduction for medical expenses. 
However, for this purpose, qualified medical 
expenses would not include any insurance 
premiums other than premiums for long
term care insurance, continuation insurance 
(so-called "COBRA coverage"), or premium 
for coverage while an individual is receiving 
unemployment compensation. Distributions 
from a Medicare+Choice MSA that are ex
cludable from gross income under the provi
sion can not be taken into account for pur
poses of the itemized deduction for medical 
expenses. 

Distributions for purposes other than 
qualified medical expenses are includible in 
taxable income. An additional tax of 50 per
cent applies to the extent the total distribu
tions for purposes other than qualified med
ical expenses in a taxable year exceed the 
amount by which the value of the 
Medicare+Choice MSA as of December 31 of 
the preceding taxable year exceeds 60 percent 
of the deductible of the plan under which the 
individual is covered. The additional tax 
does not apply to distributions on account of 
the disability or death of the account holder. 

Following is an example of how the 
amount available to be withdrawn from a 
Medicare+Choice MSA without penalty is 
calculated.5 

Year l Year 2 Year 3 Year 4 

1. Deductible- ....... $3,000 $3,000 $3,000 $3,000 
2. 60% of deductible . 1,800 1,800 1,800 1,800 
3. Contributions ..... .. . 1,300 1,300 1,300 1,300 
4. Earnings ..... .... . 130 200 300 400 
5. Total withdrawals .. 600 500 600 600 

Medicare+Choice MSAs. nor are they subject to that 
cap. 

3 For example, no · Medicare+Choice MSA assets 
could be invested in life insurance contracts, 
Medicare+Choice MSA assets could not be commin
gled with other property except in a common trust 
fund or common investment fund, and an account 
holder's interest in a Medicare+Choice MSA would 
be nonforfeitable. In addition, if an account holder 
engages in a prohibited transaction with respect to 
a Medicare+Choice MSA or pledges assets in a 
Medicare+Choice MSA, rules similar to those for 
IRAs would apply, and any amounts treated as dis
tributed to the account holder under such rules 
would be treated as not used for qualified medical 
expenses. 

4 Under the provision, medical expenses of the ac
count holder's spouse or dependents would not be 
treated as qualified medical expenses. 

sThe numbers are provided for illustrative pur
poses only. 

Year l Year 2 Year 3 Year 4 

6. Closing account (Dec. 
31 of current year) .. ... 

7. Amount available for 
nonmedical withdrawal 
without penalty (2-3 
from prior year, or 0 if 
less than 0) .... 

830 1,830 2,830 3,930 

. 30 1,G30 

Direct trustee-to-trustee transfers could be 
made from one Medicare+Choice MSA to an
other Medicare+Choice MSA without income 
inclusion. 

The provision includes a correction mecha
nism so that if contributions for a year are 
erroneously made by the Secretary of Heal th 
and Human Services, such erroneous con
tributions can be returned to the Secretary 
of Health and Human Services (along with 
any attributable earnings) from the 
Medicare+Choice MSA without tax con
sequence to the account holder. 

Treatment of Medicare+Choice MSA at death 
Upon the death of the account holder, if 

the beneficiary of the Medicare+Choice MSA 
is the account holder's surviving spouse, the 
surv1vmg spouse may continue the 
Medicare+Choice MSA, but no new contribu
tions could be made. Distributions from the 
Medicare+Choice MSA are subject to the 
rules applicable to MSAs that are not 
Medicare+Choice MSAs. Thus, earnings on 
the account balance are not currently in
cludible in income. Distributions from the 
account for the qualified medical expenses of 
the spouse or the spouse's dependents (or 
subsequent spouse) are not includible in in
come. Distributions not for such medical ex
penses are includible in income, and subject 
to a 15-percent excise tax unless the distribu
tion is made after the surviving spouse at
tains age 65, dies, or becomes disabled. 

If the beneficiary of a Medicare+Choice 
MSA is not the account holder's spouse, the 
Medicare+Choice MSA is no longer treated 
as a Medicare+Choice MSA and the value of 
the Medicare+Choice MSA on the account 
holder's date of death is included in the tax
able income of the beneficiary for the tax
able year in which the death occurred (under 
the rules applicable to MSAs generally). If 
the account holder fails to name a bene
ficiary, the value of the Medicare+Choice 
MSA on the account holder's date of death is 
to be included in the taxable income of the 
account holder's final income tax return 
(under the rules applicable to MSAs gen
erally). 

In all cases. the value of the 
Medicare+Choice MSA ls included in the ac
count holder's gross estate for estate tax 
purposes. 

Effective date 
The provision is effective with respect to 

taxable years beginning after December 31, 
1998. 

SENATE AMENDMENT 

The Senate amendment is the same as the 
House bill (except that the account ls called 
a Medicare Choice MSA). 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 

Subchapter C-GME, IME, and DSH 
Payments for Managed Care Enrollees 

GRADUATE MEDICAL EDUCATION AND INDIRECT 
MEDICAL EDUCATION PAYMENTS FOR MAN 
AGED CARE ENROLLEES 

Section 4008 of the House bill and Section 
5451 of the Senate amendment 

CURRENT LAW 

Medicare payments to risk-contract HMOs 
include amounts that reflect Medicare 's fee-
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for-service payments to hospitals in an area 
for indirect and direct graduate medical edu
cation costs. 
(a) Payments to managed care organizations op

erating graduate medical education pro
grams 

HOUSE BILL 
Amends Section 1853 of the new Medicare 

Part C of the Social Security Act, as estab
lished by this legislation, to establish a 
mechanism for the allocation of payments 
for direct GME and IME costs carved out 
from the AAPCCs and Medicare+Choice capi
tation rates to be made to risk contract 
plans under Section 1876 and 
Medicare+Choice organizations. Beginning 
January 1, 1998, each contract with a 
Medicare+Choice organization would be re
quired to provide an additional payment for 
Medicare's share of allowable direct GME 
costs incurred by the organization for an ap
proved medical residency program. A 
Medicare+Choice organization that incurred 
all or substantially all of the costs of the 
medical residency program would receive a 
payment equal to the national average per· 
resident amount times the number of full
time-equivalent (FTE) residents in the pro
gram in non-hospital settings. The Secretary 
would be required to estimate the national 
average per resident amount equal to the 
weighted average amount that would be paid 
per FTE resident under the direct GME pay
ment in a calendar year. A separate deter
mination would be required to be made for 
primary care residency programs as defined 
by Medicare, including obstetrics and gyne
cology residency programs. 

SEN ATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the House bill. (See Subtitle G-Provisions 
Relating to Parts A and B, Chapter 2-Grad
uate Medical Education.) 
(b) Payments to hospitals for direct and indirect 

costs of graduate medical education pro
grams attributable to managed care enroll
ees 

HOUSE BILL 
Amends Part C of Medicare, as amended by 

Section 4001 of the bill, by inserting a new 
section 1858, "Payments to Hospitals for Cer
tain Costs Attributable to Managed Care En
rollees." 

The Secretary would be required to make 
additional payments for the direct GME 
costs to PPS and PPS;exempt hospitals and 
hospitals located in a state with a state hos
pital reimbursement control system for serv
ices furnished to Medicare beneficiaries en
rolled in managed care. These payments 
would be phased in over 5 years in the same 
proportion as amounts are deducted (carved 
out) from Medicare managed care plans 
under the new Section 1853 established by 
the bill. Total payments under this provision 
could not exceed amounts deducted (carved 
out) of the Medicare+Choice capitation 
rates. Subject to certain limits, the direct 
GME payment amount would be equal to the 
product of: (1) the aggregated approved 
amount of direct GME payments for the pe
riod, and (2) the fraction of the total number 
of inpatient-bed-days determined by the Sec
retary during the period which was attrib
utable to Medicare managed care enrollees. 
The Secretary would be required to sepa
rately determine the direct GME payment 
amount that would be paid to hospitals in a 
state with a reimbursement control system. 

The IME payment amount would be deter
mined, subject to certain limits, as equal to 

the product of: (1) the amount of the IME ad
justment factor applicable to the hospital 
under PPS, and (2) the product of (i) the 
number of discharges attributable to Medi
care managed care enrollees and (11) the esti
mated average per discharge amount that 
would otherwise have been paid under PPS if 
the individuals had not been enrolled in a 
managed care plan. The Secretary would also 
be required to make payments for the costs 
attributable to Medicare managed care en
rollees, subject to certain limits in the same 
way as the direct GME payment amount. 
The Secretary would be required to sepa
rately determine the IME payment amounts 
that would be paid to hospitals in a state 
with a reimbursement control system. 

Effective date. Applies to contracts en
tered into on or after January 1, 1998. 

SENATE AMENDMENT 
Provides for additional direct GME pay

ments to hospitals for the services provided 
to Medicare managed care enrollees for cost 
reporting periods beginning on or after Janu
ary 1, 1998. Payments would be equal to the 
product of (1) the aggregate approved direct 
GME amount for the hospital in that period, 
and the fraction of the total number of inpa
tient-bed days attributable to Medicare man
aged care enrollees. The direct GME pay
ment amount would be phased in over a 4-
year period. The Secretary would be required 
to determine separately the direct GME pay
ment amount that would be paid to hospitals 
in a state with a reimbursement control sys
tem. 

The Secretary would also be required to 
make additional payments to PPS hospitals 
and hospitals located in a state with a rate 
setting system for IME costs attributable to 
providing services to Medicare managed care 
enrollees. The amount of the payment would 
be phased in over 4 years and be the product 
of (1) the aggregate approved amount for 
that period, and (2) the fraction of the total 
number of inpatient-bed days attributable to 
Medicare managed care enrollees. 

Effective date. Applies to contracts en
tered into on or after January 1, 1998. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with amendments to phase 
in the payments over 5 years equal to 20% in 
1998; 40% in 1999; 60% in 2000; 80% in 2001; and 
100% in 2002. (See Subtitle G-Provisions Re
lating to Parts A and B, Chapter 2-Graduate 
Medical Education.) 

DISPROPORTIONATE SHARE HOSPITAL 
PAYMENTS FOR MANAGED CARE ENROLLEES 
Section 4009 of the House blll and Section 

5461 of the Senate amendment 
CURRENT LAW 

Medicare payments to risk-contract HMOs 
include amounts that reflect Medicare's fee
for-service payments to hospitals in an area 
for disproportionate share adjustments.-

HOUSE BILL 
Amends new Section 1858, as added above, 

to require the Secretary to provide addi
tional payments for PPS hospitals and hos
pitals in a state with a state hospital reim
bursement control system for hospitals that 
furnish services to Medicare risk plan enroll
ees under Section 1876 and Medicare+Choice 
enrollees. These payments would be phased 
in over 5 years in the same proportion as 
amounts are deducted (carved out) from 
Medicare managed care plans under the new 
Section 1853 (see above). Subject to certain 
limits, the DSH payment would be equal to 
the product of (1) the DSH adjustment factor 
that would be attributable to the hospital 

under PPS, and (2) the product of (i) the 
number of discharges attributable to Medi
care managed care enrollees and (11) the esti
mated average per discharge amount that 
would otherwise have been paid under PPS if 
the individuals had not been enrolled in a 
managed care plan. The Secretary would be 
required to separately determine the DSH 
payment amount that would be paid to hos
pitals in a state with a reimbursement con
trol system. 

Effective date. Applies to contracts en
tered into on or after January l, 1998. 

SENATE AMENDMENT 
Provides for additional payments for .Medi

care managed care enrollees for cost report
ing periods beginning on or after January 1, 
1998. Additional payments would be made to 
PPS hospitals and hospitals located in states 
with state rate setting systems that qualify 
as disproportionate share hospitals, and 
would be phased in over a 4-year period. The 
amount of the payment would be equal to 
the phased-in percentage provided for IME 
and direct GME payments under Section 
5451, of the estimated average per discharge 
amount that would otherwise have been paid 
DSH if the individual had not been a man
aged care enrollee. 

Effective date. Applies to contracts en
tered into on or after January 1, 1998. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the House blll or the Senate amendment. 
Chapter 2. Integrated Long-Term Care Pro

grams (Sections 10011-10019 and 4011-4019 of 
House bill and Sections 5011-5018 of Senate 
amendment) 

(a) Coverage of PACE under the Medicare pro
gram 

CURRENT LAW 
OBRA 86 required the Secretary to grant 

waivers of certain Medicare and Medicaid re
quirements to not more than 10 public or 
non-profit private community-based organi
zations to provide health and long-term care 
services on a capitated basis to frail elderly 
persons at risk of institutionalization. These 
projects, known as the Programs of All In
clusive Care for the Elderly, or PACE 
projects, were intended to determine wheth
er an earlier demonstration program, On 
Lok, could be replicated across the country. 
OBRA 90 expanded the number of organiza
tions eligible fcir waivers to 15. 

HOUSE BILL 
Section 10011-10014. Repeals current On 

Lok and PACE project demonstration waiver 
authority and establishes in Medicare law 
PACE as a permanent benefit category eligi
ble for coverage and reimbursement under 
the Medicare program. PACE providers 
would offer comprehensive health care serv
ices to eligible individuals in accordance 
with a PACE program agreement and regula
tions. In general, PACE providers would be 
public or private nonprofit entities, except 
for entities (up to 10) participating in a dem
onstration to test the operation of a PACE 
program by private, for-profit entities. 

Eligible individuals would be 55 years of 
age or older requiring nursing facility level 
of care, reside in the service area of the pro
gram, and meet such other conditions as 
may be required under the program agree
ment. Enrollees would be required to receive 
all covered benefits through the program. 

Eligibility would be determined by the 
State agency responsible for administering 
PACE program agreements. An individual's 
health status would have to be comparable 
to that of persons who participate in the 
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PACE demonstration. Enrollees would be re
evaluated annually to determine continued 
qualification for nursing facility level of 
care, except where the State determines 
there would be no reasonable expectation of 
improvement or significant change in an in
dividual's condition because of advanced age, 
severity of chronic condition or degree of im
pairment. A person could continue to be con
sidered a PACE eligible individual, even 
though that person no longer requires nurs
ing facility level of care, if in the absence of 
continued coverage, the individual reason
ably would be expected to meet the require
ment within the succeeding 6-month period. 
Enrollment and disenrollment in a PACE 
program would be done according to regula
tion and enrollees would be permitted to vol
untarily disenroll without cause at any time. 

At a minimum, a PACE provider would be 
required to provide to eligible persons, re
gardless of source of payment and directly or 
under contracts with other entities, all 
i terns and services covered under Medicare 
and Medicaid without any limitation as to 
amount, duration, or scope and without ap
plication of deductibles, copayments, coin
surance, or other cost-sharing provisions. 
Providers would also have to cover all addi
tional items and services specified in regula
tions, based on those required under the 
PACE protocol. The PACE protocol would be 
defined as that published by On Lok, Inc., as 
of April 14, 1995. 

PACE providers would be required to pro
vide enrollees access to necessary covered 
items and services on a continuous basis, 24 
hours per day, 365 days a year. Services 
would be provided through a comprehensive, 
multidisciplinary team that integrates acute 
and long-term care services. Providers also 
would specify covered items and services 
that would not be provided directly, and ar
range for delivery of these services through 
contracts meeting regulatory requirements. 
Providers would be required to have a writ
ten plan of quality assurance and improve
ment and implementing procedures as well 
as written safeguards of the enrollee rights. 

The Secretary would be required to make 
prospective monthly capitation payments for 
each PACE program enrollee in the same 
manner and from the same sources as pay
ments are made to a MedicarePlus organiza
tion. The amount would be adjusted to take 
into account the comparative frailty of 
PACE enrollees and such other factors as the 
Secretary determines to be appropriate. The 
total payment level for all PACE program 
enrollees would be required to be less than 
the projected payment under Medicare for a 
comparable population not enrolled under 
PACE. 

The Secretary, in cooperation with the 
State agency, would establish procedures for 
entering into, extending, and terminating 
PACE agreements. The Secretary could not 
enter into more than 40 agreements (includ
ing those in effect as the result of dem
onstration waivers) as of enactment, and 20 
additional agreements upon each succeeding 
anniversary date (without regard t"o the ac
tual number of agreements in effect as of a 
previous anniversary date). The numeric 
limitation would not apply to a provider op
erating under the for-profit demonstration 
or which subsequently qualifies for PACE 
provider status. 

A PACE agreement would designate its 
service area and could include additional eli
gibility requirements for individuals. The 
Secretary (in consultation with the State) 
could exclude an area already covered under 
another agreement, so as to avoid unneces-

sary duplication of services and/or impairing 
the financial and service viability of an ex
isting program. Agreements would be effec
tive for a year, and could be extended in the 
absence of notice to terminate, but would be 
subject to termination by the Secretary or 
the State at any time for cause. 

Under an agreement, providers would be 
required to collect and maintain data, pro
vide the Secretary and State access to 
records relating to the program, including 
pertinent financial, medical and personnel 
records; and make reports to the Secretary 
and the State necessary to monitor oper
ation, cost, and effectiveness. During a pro
vider's first 3 years of operation, it would be 
required to provide such additional data as 
the Secretary might specify for comprehen
sive annual review. Subsequently, the Sec
retary would continue to conduct reviews of 
PACE providers as might be appropriate, to 
evaluate performance levels and compliance 
with regulations. 

Under regulations, the Secretary or State 
could terminate an agreement for, among 
other reasons, significant deficiencies in the· 
quality of care, failure to comply substan
tially with conditions of participation, or 
failure to develop and successfully initiate 
within 30 days of notice a plan to correct de
ficiencies. 

If the Secretary determines (after con
sultation with the State) that a provider 
fails substantially to comply with program 
requirements, the Secretary and State could 
take any or all of the following actions: (1) 
condition continuation upon timely execu
tion of a corrective action plan; (2) withhold 
some or all payments until the deficiencies 
were corrected; or, (3) terminate the agree
ment. The Secretary could provide for the 
application of intermediate sanctions for 
certain deficiencies. Procedures for termi
nation and sanctions of PACE programs 
would be the same as those that apply to 
MedicarePlus managed care entities. 

The Secretary would issue interim and 
final regulations to carry out the statutory 
provisions for PACE. The Secretary would 
incorporate the requirements applied to 
PACE demonstration waiver programs under 
the PACE Protocol, to the extent consistent 
with this section. The Secretary (in close 
consultation with States) could modify or 
waive provisions of the PACE Protocol to 
provide reasonable flexibility in adapting the 
PACE service delivery model to the needs of 
particular organizations (such as those in 
rural areas or those that may wish to use 
non-staff physicians) where flexibility is not 
inconsistent with and would not impair the 
essential elements, objectives, and require
ments of the PACE program. The Secretary 
could also apply to PACE requirements 
which apply to managed care plans, taking 
into account differences in populations 
served and not including requirements re
stricting the proportion of enrollees eligible 
for Medicare and Medicaid. 

Certain Medicare requirements would be 
waived for PACE, including those pertaining 
to limits on coverage of institutional serv
ices, rules for payment for benefits, limits on 
coverage of SNF and home health services, 
the 3-day prior hospitalization requirement 
for SNF care, and other coverage rules. 

The Secretary would be required to pro
·mulgate regulations for PACE in a timely 
manner so that entities may establish and 
operate PACE programs beginning not later 
than 1 year after enactment. 

During the transition from demonstration 
waiver authority to permanent provider sta
tus, applications for waivers (subject to the 

numerical limitation) would be deemed ap
proved unless the Secretary, within 90 days 
after the date of submission, either denies 
the request in writing or informs the appli
cant in writing that additional information 
is needed. After the date the Secretary re
ceives the additional information, the appli
cation would be deemed approved unless the 
Secretary, within 90 days, denies the request. 
The same time frames would be applicable to 
non-waiver applications for PACE. 

During the 3-year period beginning with 
enactment, the Secretary would give pri
ority, in processing applications to: (1) enti
ties that are operating a PACE demonstra
tion waiver program; and, (2) entities that 
applied to operate a program as of May 1, 
1997. In awarding additional waivers under 
the original demonstration authority, the 
Secretary would also be required to give pri
ority to entities which applied for waivers as 
of May 1, 1997, and to entities that as of May 
1, 1997, have formally contracted with States 
to provide services on a capitation basis with 
an understanding that they were seeking to 
become PACE providers. The Secretary 
would give special consideration, in the proc
essing of PACE applications for provider sta
tus and demonstration waivers, to entities 
which as of May 1, 1997, indicated through 
formal activities (such as entering into con
tracts for feasibility studies) a specific in
tent to become PACE providers. Repeal of 
waiver demonstration authority would not 
apply to waivers granted before the ini ti.al 
effective date of regulations. Repeals would 
apply to waivers granted before this date 
only after allowing organizations a transi
tion period (of up to 24 months) in order to 
permit sufficient time for orderly transition 
from demonstration to general authority. 

The Secretary (in close consultation with 
States) would be required to conduct a study 
of the quality and cost of providing PACE 
services under Medicare and Medicaid. This 
study would specifically compare cost, qual
ity, and access to services offered by private 
for-profit entities operating under the new 
demonstration described above with the 
costs, quality, and access to services of other 
PACE providers. The Secretary would report 
to Congress on findings of the study (includ
ing specific findings on private for-profit 
providers), together with any recommenda
tions for changes, not later than 4 years 
after enactment. The Medicare Payment 
Evaluation Commission would include in its 
annual report to Congress recommendations 
on the methodology and level of payments 
made to PACE providers and on the treat
ment of private for-profit PACE providers. 

The provision would also establish PACE 
as an optional benefit under Medicaid. 

Effective date. Enactment. 
Section 4011-4014. Similar provisions, ex

cept establishes PACE as an optional benefit 
under Medicaid, with similar provisions ap
plied to Medicare. 

SENATE AMENDMENT 

Medicare provisions similar to Sections 
10011-10014, except: 

(1) The PACE protocol would be defined to 
include not only that as published April 14, 
1995, but also any successor protocol agreed 
upon between the Secretary and On Lok, Inc. 

(2) A provision clarifies that the evaluation 
of a person's health status for purposes of 
eligibility would be determined by the Sec
retary and State administering agency in ac
cordance with regulations, rather than sim
ply according to regulations. 

(3) PACE programs could not disenroll in
dividuals on the ground that they have en
gaged in noncompliant behavior, if the be
havior is related to a mental or physical con
dition. 
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(4) Capitation payments to PACE providers 

would be based on payment rates established 
for risk-sharing HMOs under current Medi
care law (with no reference to Medicare 
Choice program). 

(5) PACE providers, the Secretary, and the 
State administering agency would be re
quired to cooperate jointly in the develop
ment and implementation of health status 
and quality of life outcome measures for 
PACE enrollees. 

(6) A provision clarifies language about 
termination and plans to correct defi
ciencies. 

(7) Procedures for termination and applica
tion of sanctions would be the same as those 
that apply to HMOs under current Medicare 
law (with no reference to Medicare Choice 
program). 

(8) The Secretary could not modify or 
waive certain enumerated provisions of the 
PACE protocol (rather than defining these 
same provisions as essential elements, objec
tives, and requirements of the PACE pro
grams). 

(9) The Secretary could apply to PACE pro
viders requirements relating to beneficiary 
protections and program integrity that exist 
under current Medicare HMO law (with no 
reference to Medicare Choice program). 

(10) The Physician Payment Review Com
mission and the Prospective Payment Re
view Commission would be required to report · 
on PACE until they are terminated and re
placed with the Medicare Payment Advisory 
Commission. 

Similar provisions are included in Med
icaid law. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language 
and amendments. The amendments would (1) 
allow PACE programs to disenroll individ
uals for nonpayment of premiums (if applica
ble) on a timely basis or for engaging in dis
ruptive or threatening behavior as defined in 
regulations (developed in close consultation 
with State administering agencies); (2) re
quire that a proposed disenrollment be sub
ject to timely review and final determina
tion by the Secretary or by the State admin
istering agency (as applicable), prior to the 
proposed disenrollment becoming effective; 
and (3) allow the Secretary to include in reg
ulations provisions to ensure the health and 
safety of individuals enrolled in PACE pro
grams. 
(b) Social health maintenance organizations 

(SHMOs) 
CURRENT LAW 

The Deficit Reduction Act of 1984 required 
the Secretary to grant 3-year waivers for 
demonstrations of social health maintenance 
organizations (SHMOs) which provide inte
grated health and long-term care services on 
a prepaid capitation basis. The waivers have 
been extended on several occasions since 
then and a second generation of projects was 
authorized by OBRA 90. 

HOUSE BILL 

Section 10015. Requires the Secretary to 
extend waivers for SHMOs through December 
31, 2000, and to submit a final report on the 
projects by March 31, 2001. The limit on the 
number of persons served per site would be 
expanded from 12,000 to 36,000. The Secretary 
would also be required to submit to Congress 
by January 1, 1999, a plan, including an ap
propriate transition, for the integration of 
health plans offered by first and second gen
eration SHMOs and similar plans in to the 
MedicarePlus program. The report on the 
plan would be required to include rec-

ommendations on appropriate payment lev
els for SHMO plans, including an analysis of 
the extent to which it is appropriate to apply 
the MedicarePlus risk adjustment factors to 
SHMO populations. 

Effective date. Enactment. 
Section 4015. Identical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. The Conferees intend 
that this legislation be the last such waiver 
extension for both SHMO I and SHMO II 
sites, and that all HCFA activities and re
sources previously focused on "testing" the 
SHMO concept during the last 13 years 
should be shifted immediately toward efforts 
to make SHMOs a permanent option avail
able for beneficiaries under the 
Medicare+Choice program. 
(c) Orderly transition of municipal health 

service demonstration projects 
CURRENT LAW 

Under a general demonstration authority, 
the Health Care Financing Administration 
began waiving in the late 1970s certain Medi
care requirements to conduct the Municipal 
Health Services Demonstration. This project 
has been conducted in four cities-Balti
more, Cincinnati, Milwaukee, and San Jose. 
As originally conceived, the project was in
tended to encourage the use of municipal 
health centers, in place of more costly hos
pital emergency rooms and outpatient de
partments, by eliminating coinsurance and 
deductibles, expanding the range of covered 
services, and paying the cities the full cost 
of delivering services at the clinics. Waivers 
have been extended several times since the 
inception of the project by budget reconcili
ation bills. 

HOUSE BILL 

Section 10018. Extends the demonstration 
through December 31, 2000, but only with re
spect to persons enrolled in the projects be
fore January 1, 1998. The Secretary would be 
required to work with each demonstration 
project to develop a plan, to be submitted to 
the House Ways and Means and Senate Fi
nance Committees by March 31, 1998, for the 
orderly transition of projects and project en
rollees to a non-demonstration health plan, 
such as a Medicaid managed care or 
MedicarePlus plan. A demonstration project 
which does not develop and submit a transi
tion plan by March 31, 1998 or within 6 
months after enactment of the Act, which
ever is later, would be discontinued as of De
cember 31, 1998. The Secretary would be re
quired to provide appropriate technical as
sistance to assist in the transition so that 
disruption of medical services to project en
rollees would be minimized. 

Effective date. Enactment. 
Section 4018. Identical provision. 

SEN ATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification to 
specify that the demonstration would be ex
tended through the year 2000 only for indi
viduals who received at least one service dur
ing the period January 1, 1996, through the 
date of enactment of this Act. 
( d) Community nursing organization demonstra

tion projects 
CURRENT LAW 

OBRA 87 required the Secretary to conduct 
· demonstration projects to test a prepaid 

capltated, nurse-managed system of care. 
Covered services include home health care, 
durable medical equipment, and certain am
bulatory care services. Four sites (Mahomet, 
Illinois; Tucson, Arizona; New York, New 
York; and St. Paul, Minnesota) were awarded 
contracts in September 1992, and represent a 
mix of urban and rural sites and different 
types of health care providers, including a 
home health agency, a hospital-based sys
tem, and a large multi-specialty clinic. The 
community nursing organization (CNO) sites 
completed development activities and imple
mented the demonstration in January 1994, 
with service delivery beginning February 
1994. 

HOUSE BILL 

Section 10019. Extends the CNO demonstra
tion for an additional period of 2 years, and 
the deadline for the report on the results of 
the demonstration would be not later than 6 
months before the end of the extension. 

Effective date. Enactment. 
Section 4019. Identical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 

Chapter 3-Commissions 
BIPARTISAN COMMISSION ON THE EFFECT OF 

THE BABY BOOM GENERATION ON THE MEDI
CARE PROGRAM; NATIONAL BIPARTISAN COM
MISSION ON THE FUTURE OF MEDICARE 

Sections 10721 and 4721 of House bill and 
Section 5021 of Senate amendment 

CURRENT LAW 

No provision. 
(a) Establishment; duties 

HOUSE BILL 

Section 10721. Establishes a commission to 
be known as the Bipartisan Commission on 
the Effect of the Baby Boom Generation on 
the Medicare Program, hereafter referred to 
as "the Commission." It would be required 
to: (1) examine the financial impact on the 
Medicare program of the significant increase 
in the number of Medicare eligible individ
uals which will occur beginning approxi
mately in 2010 and lasting for approximately 
25 years, (2) make specific recommendations 
to Congress with respect to a comprehensive 
approach to preserve the Medicare program 
for the period during which such individuals 
are eligible for Medicare; and (3) study the 
feasibility and desirab111ty of: (I) estab
lishing an independent commission on Medi
care to make annual recommendations on 
how best to match the program's structure 
to available funding, (ii) an expedited proc
ess for consideration of recommendations by 
Congress, and (iii) a default mechanism to 
enforce congressional spending targets if 
Congress fails to approve recommendations. 
In making its recommendations, the Com
mission would be required to consider: (1) the 
amount and sources of federal funds to fi
nance Medicare, including innovative financ
ing methods; (2) methods used by other na
tions to respond to comparable demo
graphics; (3) modifying age-based eligibility 
to correspond to that under the OASDI pro
gram; and (4) trends in employment-related 
health care for retirees, including the use of 
medical savings accounts and similar financ
ing devices; 

Section 4721. Similar provision, except: (1) 
does not include requirement to study feasi
bility of establishing a commission to make 
annual recommendations, a process for expe
dited consideration and a default process for 



16414 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
meeting spending targets; (2) includes as a 
consideration in making recommendations 
the role Medicare should play in addressing 
the needs of persons with chronic illness. 

SENATE AMENDMENT 

Establishes a National Bipartisan Commis
sion on the Future of Medicare. Includes 
Congressional findings that: Medicare pro
vides essential health care coverage, the 
Part A trust fund will be bankrupt in 2001, 
that the fund will face even greater solvency 
problems in the long run, that the trustees 
have reported that Part B growth is not sus
tainable, and that expeditious action is need
ed. 

Requires the Commission to review the 
long-term financial conditions of the trust 
funds, identify problems that threaten their 
financial integrity (including the extent to 
which current update indexes do not accu
rately reflect inflation), and analyze poten
tial solutions that will ensure both financial 
integrity and provision of appropriate bene
fits. It would be required to make rec
ommendations concerning the following 
issues: (1) restoring financial solvency and 
integrity through 2030; (2) establishing an ap
propriate financial structure for the program 
as a whole; (3) establishing the appropriate 
balance of benefits and beneficiary contribu
tions; (4) financing graduate medical edu
cation; (5) feasibility of allowing those be
tween age 62 and the Medicare eligibility age 
to buy into the program; (6) impact of chron
ic disease and disability trends on the future 
costs and quality of services under the cur
rent system and (7) time periods during 
which recommendations under (1) (2), and (3) 
should be implemented. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. The 
provision does not include Congressional 
findings and modifies the required duties. 
The Commission, in identifying the problems 
threatening the program's financial integ
rity, would be required to include the finan
cial impact of the increase in the number of 
beneficiaries that will occur beginning in 
2010. The Commission would be required to 
analyze methods used by other nations to re
spond to comparable demographic patterns 
and trends in employment-related health 
care for retirees. The Commission would be 
required to make recommendations on modi
fying the age-based eligibility criteria to 
conform to that applicable for social secu
rity. It would further be required to make 
recommendations regarding a comprehensive 
approach to preserve the program. 

The charge to the Bipartisan Commission 
includes a responsibility for making rec
ommendations regarding the financing of 
graduate medical education. The Conferees 
intend that such recommendations address 
the graduate training of all health profes
sions that currently receive Medicare funds, 
such as nurses and certain allied health pro
fessions, as well as other health professions 
that do not receive Medicare support but 
who receive graduate clinical training in 
hospitals, such as psychologists and physi
cian assistants. 
(b) M embership; administration 

HOUSE BILL 

Section 10721. Specifies that the Commis
sion would be composed of 15 voting mem
bers, 6 appointed by the Majority Leader of 
the Senate in consultation with the Minority 
Leader, of whom no more than 4 are of the 
same party; 6 by the Speaker of the House, 
after consultation with the Minority Leader, 
of whom no more than 4 are in the same 

party; and 3 ex officio members of the Board 
of Trustees of the Federal Hospital Insurance 
Trust Fund and of the Federal Supple
mentary Medical Insurance Trust Fund who 
are Cabinet-level officials. The provision 
spells out the appointment of a chair and 
vice chair, appointment of staff and consult
ants, compensation, the procedure for filling 
vacancies, and requirements relating to 
meetings and quorums. 

Authorizes the Chairman, in consultation 
with the vice chairman, to appoint an advi
sory panel. Upon request of the Commission, 
the Comptroller General would be required 
to conduct such studies or investigations as 
the Commission determined were needed to 
carry out its duties. The Director of the Con
gressional Budget Office (CBO) would be re
quired to provide the Commission with cost 
estimates, and CBO would be compensated 
for such estimates. The Commission would 
be authorized to detail to it employees of 
federal agencies, and to obtain technical as
sistance and information from federal agen
cies. 

Section 4721. Identical provision. 
SENATE AMENDMENT 

Specifies that the Commission would be 
composed of 15 voting members, 3 appointed 
by the President; 6 appointed by the Major
ity Leader of the Senate in consultation 
with the Minority Leader, of whom no more 
than 4 are of the same party; and 6 by the 
Speaker of the House, after consultation 
with the Minority Leader, of whom no more 
than 4 are in the same political party. 

Requires the Comptroller General to advise 
on methodology to be used in identifying 
problems and analyzing potential solutions. 
The provision spells out the appointment of 
a chairperson, terms of appointment, ap
pointment of staff and consultants, and use 
of other resources. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments. It would 
increase the number of total members to 17. 
One of the additional members would be ap
pointed by the President (for a total of four 
appointed by the President). The other addi
tional member, who would serve as Chair
man of the Commission, would be appointed 
jointly by the President, Majority Leader of 
the Senate, and the Speaker of the House. 
The Commission would be appointed by De
cember 1, 1997. 

The agreement would require the CBO or 
the Chief Actuary of HCF A to provide cost 
estimates to the Commission upon request of 
the Commission. CBO, but not the Chief Ac
tuary, would be compensated for such esti
mates. The agreement also would modify the 
role of the Comptroller General to specify 
that the GAO would conduct studies or in
vestigations at the request of the Commis
sion. The conference agreement includes fur
ther clarifying language. 
(c) Reports 

HOUSE BILL 

Section 10721. Requires Commission to sub
mit to Congress a report, no later than May 
1, 1999, containing its findings and rec
ommendations regarding how to protect and 
preserve the Medicare program in a finan
cially solvent manner until 2030 (or, if later, 
throughout a period of projected solvency of 
the Federal Old-Age and Survivors Insurance 
Trust Fund). The report would be required to 
include detailed recommendations for legis
lative initiatives with respect to how to ac
complish this objective. 

Requires submission of report within 12 
months of enactment regarding feasibility 

and desirability of establishing a commis
sion to make annual recommendations, a 
process for expedited consideration and a de
fault process for meeting spending targets. If 
considered feasible and desirable, the report 
would recommend specific legislative 
changes. 

Section 4701. Does not include requirement 
for second report. 

SENATE AMENDMENT 

Requires submission of a report to the 
President and Congress within one year of 
enactment which contains detailed state
ment of recommendations, findings, and con
clusions. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with an amendment. The 
report would be due by March 1, 1999. It 
would include a detailed statement of only 
those recommendations, findings, and con
clusions of the Commission that receive ap
proval of at least 11 members of the Commis
sion. 
(d) Appropriation; termination 

HOUSE BILL 

Section 10721. Provides for termination 30 
days after the date of submission of the man
dated report. An amount of $1.5 million 
would be authorized to be appropriated; 60% 
would be payable from the Federal Hospital 
Insurance Trust Fund and 40% from the Fed
eral Supplementary Medical Insurance Trust 
Fund. 

Effective Date. Enactment. 
Section 4721. Identical provision. 

SENATE AMENDMENT 

Provides for termination 30 days after the 
date of submission of the mandated report. 
Such sums as necessary would be authorized 
to be appropriated; amounts would be pay
able in equal parts from the Federal Hospital 
Insurance Trust Fund and the Federal Sup
plementary Medical Insurance Trust Fund. 

Effective Date. Enactment 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 

MEDICARE PAYMENT ADVISORY COMMISSION 

Sections 10021 and 4021 of House bill and 
Section 5022 of Senate amendment 

CURRENT LAW 

The Prospective Payment Assessment 
Commission was established by Congress 
through the Social Security Act Amend
ments of 1983 (P.L. 98-21). The Commission is 
charged with reporting each year its rec
ommendation of an update factor for .PPS 
payment rates and for other changes in reim
bursement policy. It is also required each 
year to submit a report to Congress which 
provides background information on trends 
in health care delivery and financing. The 
Physician Payment Review Commission was 
established by the Congress through the Con
solidated Omnibus Budget Reconciliation 
Act of 1985 (P.L. 99-272). It was charged with 
advising and making recommendations to 
the Congress on methods to reform payment 
to physicians under the Medicare program. 
In subsequent laws, Congress mandated addi
tional responsibilities relating to the Medi
care and Medicaid programs as well as the 
heal th care system more generally. 

The law specified that both Commissions 
were to be appointed by the Director of the 
Office of Technology Assessment and funded 
through appropriations from the Medicare 
trust funds. In 1995, the Office of Technology 
Assessment was abolished. In May 1997, P.L. 
105-13 was enacted; this legislation extended 
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the terms of those Commission members 
whose terms were slated to expire in 1997 to 
May 1, 1998. 

HOUSE BILL 

Section 10021. Establishes the Medicare 
Payment Advisory Commission (hereafter 
referred to as the Commission) to review and 
make recommendations to Congress con
cerning payment policies under Medicare. 
The Commission would be required to submit 
a report to Congress by March 1 of each year 
(beginning in 1998) containing the results of 
its reviews of payment policies and its rec
ommendations concerning such policies. By 
June 1 of every year it would be required to 
submit a report containing an examination 
of issues affecting Medicare, including impli
cations of changes in health care delivery in 
the U.S. and in the market for health care 
services on Medicare. 

Charges Commission with the following 
specific review responsibilities with respect 
to the MedicarePlus program: (1) the meth
odology for making payments to the plans, 
including the making of differential pay
ments and the distribution of differential up
dates among different payment areas; (2) the 
risk adjustment mechanisms and the need to 
adjust such mechanisms to take into ac
count health status; (3) the implications of 
risk selection among MedicarePlus organiza
tions and between the MedicarePlus option 
and the Medicare fee-for-service option; (4) 
in relation to payment under MedicarePlus, 
the development and implementation of 
quality assurance m~chanisms for those en
rolled with MedicarePlus organizations; (5) 
the impact of the MedicarePlus program on 
beneficiary access to care; and (6) other 
major issues in implementation and further 
development of the MedicarePlus program. 

Requires Commission to review payment 
policies under Medicare Parts A and B fee
for-service system, including: (1) factors af
fecting expenditures in different sectors, in
cluding the process for updating hospital, 
skilled nursing facility, physician, and other 
fees; (2) payment methodologies; and (3) the 
relationship of payment policies to access 
and quality of care. It would also review the 
effect of Medicare payment policies on the 
delivery of health care services not provided 
under Medicare and assess the implications 
of changes in the health services market on 
Medicare. 

Requires Commission to evaluate required 
reports on payment policies submitted by 
the Secretary to Congress (or a committee of 
Congress). The Commission would be re
quired to submit a report on the evaluation 
within 6 months of the Secretary's report. 
The Commission would also be required to 
consult with the Chairmen and ranking 
Members of the appropriate committees of 
Congress (House Ways and Means, House 
Commerce, and Senate Finance) regarding 
its agenda. The Commission would be au
thorized to submit from time to time other 
reports as requested by such Chairmen and 
Members and as it deemed appropriate. The 
reports would be made public. 

Specifies that the Commission would be 
composed of 19 members appointed by the 
Comptroller General, with the first appoint
ments being made by September 30, 1997. 
These members would have to meet specific 
qualifications (such as national recognition 
for their expertise). Commission membership 
would consist of a broad mix of different pro
fessionals, a broad geographic representa
tion, and a balance between urban and rural 
representatives. It would include representa
tives of consumers and the elderly. Health 
care providers could not constitute a major-

i ty of the membership. Commissioners would 
serve for 3-year staggered terms. The provi
sion would include a mechanism for filling 
vacancies, compensating commissioners, ap
pointing a chair and vice chair; convening 
meetings; and providing for the executive di
rector and other staff, experts, and consult
ants. The Commission would be authorized 
to secure directly from any department or 
agency information to carry out these provi
sions. It would be required to collect and as
sess information (which would be available 
on an unrestricted basis to GAO). The Com
mission would be subject to periodic audit by 
GAO. . 

Requires the Commission to submit appro
priations requests in the same manner as the 
Comptroller General does; however, the 
amounts appropriated for each would be sep
arate. It would authorize such sums as may 
be necessary to be appropriated from the 
Medicare trust funds (60% from Part A and 
40% from Part B). 

Effective Date. Requires the Comptroller 
General to first provide for appointment of 
members of the Commission (to be known as 
MedP AC) by not later than September 30, 
1997. As quickly as possible after they were 
first appointed, the Comptroller General (in 
consultation with ProPac and PPRC) would 
provide for termination of these entities. As 
of that date, ProPac and PPRC would be 
abolished. To the extent possible, the Comp
troller General would be required to provide 
for the transfer to the new commission as
sets and staff of the former commissions 
without any loss of benefits or seniority by 
virtue of such transfers. Fund balances avail
able to the former commissions would be 
transferred to the new commission. MedP AC 
would be responsible for the preparation and 
submission of reports required by law to be 
submitted (and which had not been sub
mitted by the time it was established) by the 
former commissions. 

Section 4021. Similar provision except: (1) 
does not include requirement for June re
port; (2) adds requirement for examination of 
Medicare issues to March report; (3) adds to 
review requirement for MedicarePlus an ex
amination of appropriate role for Medicare 
program in addressing needs of individuals 
with chronic illnesses; (4) specifies that Com
mission is composed of 11 members; (5) does 
not eliminate requirement for PPRC review 
of Secretary's update recommendation; and 
(6) does not eliminate required quarterly re
porting by Secretary to PPRC. 

Effective Date. Same as Section 10021. 
SENATE AMENDMENT 

Identical to Section 10021, except Commis
sion composed of 15 members. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

Chapter 4-Medigap Protections 
MEDIGAP PROTECTIONS 

Sections 10031 and 4031 of House bill and 
Section 5031 of Senate amendment 

CURRENT LAW 

Medigap is the term used to describe indi
vidually-purchased Medicare supplement 
policies. In 1990, Congress provided for a 
standardization of Medigap policies; the in
tention was to enable consumers to better 
understand policy choices. Implementing 
regulations generally limit the number of 
different types of Medigap plans that can be 
sold in a state to no more than 10 standard 
benefit plans; these are known as Plans A 
through J. The Plan A standardized package 
covers a basic benefits package. Each of the 

other nine plans includes the basic benefits 
plus a different combination of additional 
benefits . 

All insurers offering Medigap policies are 
required to offer a 6-month open enrollment 
period for persons turning age 65. This is 
known as guaranteed open enrollment. There 
is no guaranteed open enrollment provision 
for the under-65 disabled population. 

At the time insurers sell a Medigap policy, 
whether or not during an open enrollment 
period, they are permitted to limit or ex
clude coverage for services related to a pre
existing health condition; such exclusions 
cannot be imposed for more than 6 months. 
An individual who has met the preexisting 
condition limitation in one Medigap policy 
does not have to meet the requirement under 
a new policy for previously covered benefits. 
However, an insurer could impose exclusions 
for newly covered benefits. 

Federal requirements for open enrollment 
and limits on preexisting condition exclu
sions are designed to insure beneficiaries 
have access to Medigap protection. However, 
persons who disenroll (or wish to disenroll) 
from managed care plans and move back into 
fee-for-service Medicare may not have the 
same access to Medigap coverage as those 
who join during the open enrollment period. 
(a) Guaranteed issue without preexisting condi-

tions for continuously covered individuals 
HOUSE BILL 

Section 10031. Guarantees issuance of a 
Medigap "A", " B", ' 'C" , or "F" policy with
out a pre-existing condition exclusion for 
certain continuously covered individuals. 
The insurer also would be prohibited from 
discriminating in the pricing of such policy 
on the basis of the individual's health status, 
claims experience, receipt of health care, or 
medical condition. The following persons 
would be covered under the guaranteed 
issuance provision: 

(l) Individuals enrolled under an employee 
welfare benefit plan that provides benefits 
supplementing Medicare and the plan termi
nates or ceases to provide such benefits. 

(11) Persons enrolled with a MedicarePlus 
organization who discontinue under cir
cumstances permitting disenrollment other 
than during an annual election period. 
(These include: (1) the termination of the en
tity's certification, (2) the individual moves 
outside of the entity's service area; or (3) the 
individual elects termination due to cause.) 

(iii) Persons enrolled with a risk or cost 
contract HMO, a similar organization oper
ating under a demonstration project author
ity, a Medicare SELECT policy, and enroll
ment ceases for the reasons noted above, and 
in the case of a SELECT policy, there is no 
applicable provision in state law for continu
ation of such coverage. 

(lv) Individuals enrolled under a Medigap 
policy and enrollment ceases because of the 
bankruptcy or insolvency of the issuer, or 
because of other involuntary termination of 
coverage and there is no provision under ap
plicable state law for the continuation of 
such coverage. 

(v) An individual who: (1) was enrolled 
under a Medigap policy; (2) subsequently ter
minates such enrollment and enrolls with a 
MedicarePlus organization, a risk or cost 
contract HMO, a similar organization oper
ating under a demonstration project author
ity, or a Medicare SELECT policy; and (3) 
terminates such enrollment within 6 months 
(or within 3 months beginning in 2003), but 
only if the individual was never previously 
enrolled with such an entity. 

Specifies that at the time of the event 
which results in the cessation of enrollment 
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or loss of coverage, the organization, insurer, 
or plan administrator (whichever is appro
priate) would notify the individual of his or 
her rights and the obligations of issuers of 
Medigap policies. The individual must seek 
to enroll under the Medigap " A", " B", " C", 
or " F" policy not later than 63 days after 
termination of other enrollment and provide 
evidence of the date of termination or 
disenrollment along with the application for 
such Medicare supplemental policy. Individ
uals who re-enroll with a Medigap plan after 
the one time test specified in (v) above could 
re-enroll in the same Medigap policy (if still 
available from the same issuer) as they had 
before trying MedicarePlus. 

Section 4031. Similar provision. Adds an 
additional category of persons for whom the 
guaranteed issue applies. These are persons 
who terminate such first time enrollment 
(occurring in 2002 or later) with an organiza
tion described in (v) above during the next 
coordinated annual coordinated election pe
riod. 

SENA'l'E AMENDMENT 
Similar to Section 10031, except: (1) speci

fies that for persons described in (v) the en
rollment is terminated during the first 12 
months of enrollment; (2) includes an addi
tional category of persons defined as those 
who upon first becoming eligible at age 65 
enroll in a Medicare Choice plan and 
disenroll from such plan within 12 months; 
(3) specifies that guaranteed issue is for a 
policy of comparable or lesser benefits to 
that under the prior plan or policy, except 
for those described in (2) above for which 
guaranteed issue is for any Medigap policy; 
(4) does not include reference to states which 
offer benefit packages other than A through 
J and (5) refers to Medicare Choice. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill as contained in Section 10031 with 
modifications. For individuals described in 
item (v) the subsequent enrollment may be 
terminated by the enrollee during any 12 
month period (during the first 12 months of 
enrollment) during which the individual is 
permitted to terminate such subsequent en
rollment. 

The agreement adds an additional category 
of persons to those guaranteed issuance of 
Medigap policies. These are individuals who 
upon first becoming eligible for Medicare at 
age 65, enroll in a Medicare+Choice plan, and 
disenroll from such plan within 12 months of 
the effective date of such enrollment. For 
these persons, the guaranteed issue would be 
for any type of Medigap policy. 

The agreement includes additional clari
fying language. 
(b) Limitation on Imposition of preeXisting con

dition exclusion during initial open enroll
ment period 

Section 10031. Limits the application of a 
preexisting condition exclusion during the 
initial 6-month open enrollment period. Spe
cifically, such an exclusion could not be im
posed on an individual who, on the date of 
application, had a continuous period of at 
least 6 months of health insurance coverage 
defined as "creditable coverage" under the 
Health Insurance Portability and Account
ability Act (HIPAA). If the individual had 
less than 6 months coverage, the policy 
would reduce the period of any pre-existing 
exclusion by the aggregate of periods of 
"creditable coverage" applicable to the indi
vidual as of the enrollment date. The rules 
used to determine the reduction would be 
based on rules used under HIP AA. 

Section 4031 Identical provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment with clarifying language. 
( c) Extending six month initial enrollment pe-

riod to non-elderly beneficiaries 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Extends guaranteed issue period to dis
abled persons who enroll during the first six 
months they are entitled to Part A benefits. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the Senate amendment. 
(d) Effective date 

HOUSE BILL 
Section 10031. Guaranteed issue effective 

July 1, 1998. Limit on preexisting exclusion 
applies to policies issued on or after July 1, 
1998. In general, a state would not be deemed 
out of compliance due solely to failure to 
make changes before 1 year after the date 
the National Association of Insurance Com
missioners (NAIC) or Secretary made 
changes in its regulations. A longer time 
may be permitted if a state requires legisla
tion. The NAIC would be given 9 months to 
modify its regulations to conform to the new 
requirements. If the NAIC, did not make the 
changes within this time, the Secretary 
would make the appropriate modification in 
the regulations. 

Section 4031. Identical provision. 
SENATE AMENDMENT 

Effective Date. Similar provision. Guaran
teed issuance for disabled applies to policies 
issued on or after July l, 1998. Disabled per
sons enrolled before that date would have a 
six-month guaranteed issue period beginning 
July 1, 1998; before that date the Secretary 
would notify them of their rights. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill with clarifying language. 
ADDI'l'ION OF HIGH DEDUCTIBLE MEDIGAP 

POLICY 
Section 5032 of Senate amendment 

CURRENT LAW 
In 1990, Congress provided for a standard

ization of Medigap policies. Implementing 
regulations generally limit the number of 
different types of Medigap plans that can be 
sold in a state to no more than 10 standard 
benefit plans; these are known as Plans A 
through J. The Plan A standardized package 
covers a basic benefits package. Each of the 
other nine plans includes the basic benefits 
plus a different combination of additional 
benefits. All 10 plans cover Part A and Part 
B coinsurance; all but Plan A cover the Part 
B deductible; and three (including the most 
popular) include the part B deductible. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Authorizes States to allow at least one 

high deductible Medigap policy. The high-de
ductible policy would offer one of the benefit 
packages included in one of the ten standard
ized plans. In addition, it would require the 
beneficiary to pay annual out-of-pocket ex
penses (not including the premium) of $1,500 
before the policy begins paying benefits. 

Effective Date. One year after enactment, 
except that a longer time permitted where 
state legislation is required. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with an amendment. 
Under the agreement the high deductible 
plan must either be classified as Plan F or 
Plan J, except that it has a high deductible 
feature. The high deductible amount would 
be $1,500 in 1998 and 1999, increased by the 
CPI in subsequent years. The beneficiary 
would be responsible for payment of expenses 
up to this amount; the policy would pay 100% 
of covered out-of-pocket expenses once the 
deductible had been met. The provision 
would be effective on enactment, with delay 
permitted where state legislation required. 

Chapter 5.-Demonstrations 
MEDICARE PREP AID COMPETITIVE PRICING 

DEMONSTRATION PROJECT 
Sections 10032 and 4032 of House bill and 

sections 5041-5044 of the Senate amendment 
(a) Establishment of project 

CURRENT LAW 
Under section 402 of the Social Security 

Amendments of 1967 (P.L. 90-248, 42 U.S.C. 
1395b-1), the Secretary is authorized to de
velop and engage in experiments and dem
onstration projects for specified purposes, in
cluding to determine whether, and if so, 
which changes in methods of payment or re
imbursement for Medicare services, includ
ing a change to methods based on negotiated 
rates, would have the effect of increasing the 
efficiency and economy of such health serv
ices. Under this authority, HCFA is seeking 
to demonstrate the application of competi
tive bidding as a method for establishing 
payments for risk contract HMOs in the Den
ver area. HCFA's actions have been chal
lenged in the courts. 

HOUSE BILL 
Section 10032. Requires the Secretary to 

provide, no later than one year after enact
ment, for implementation of a project to 
demonstrate the application of, and the con
sequences of applying, a market-oriented 
pricing system for the provision of a full 
range of Medicare benefits in several geo
graphic areas. 

Section 4032. Identical provision. 
SENATE AMENDMENT 

Requires the Secretary, beginning January 
1, 1999, to conduct demonstration projects in 
applicable areas for the purpose of: (I) apply
ing a pricing methodology for payments to 
Medicare Choice organizations that use the 
competitive market approach described in 
this provision; (ii) applying a benefit struc
ture and beneficiary premium structure de
scribed in this provision; (iii) applying infor
mation and quality programs specified here
in; and (iv) evaluating the effects of the this 
methodology and these structures to Medi
care FFS. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment, with modifications. It 
requires that the Secretary of HHS establish 
up to seven demonstration projects. 
(b) Research design advisory committee 

HOUSE BILL 
Section 10032. Before implementing the 

project, the Secretary would be required to 
appoint a national advisory committee, in
cluding independent actuaries and individ
uals with expertise in competitive health 
plan pricing, to recommend to the Secretary 
the appropriate research design for imple
menting the project, including the method 
for area selection, benefit design among 
plans offered, structuring choice among 
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health plans offered, methods for setting the 
price to be paid to plans, collection of plan 
information, information dissemination, and 
methods of evaluating the results of the 
project. Upon implementation of the project, 
the Committee would continue to advise the 
Secretary on the application of the design in 
different areas and changes in the project 
based on experience with its operations. 

Section 4032. Identical provision. 
SEN ATE AMENDMENT 

Requires the Secretary to appoint a tech
nical advisory group, composed of represent
atives of Medicare Choice organizations, 
beneficiaries, employers, and others in af
fected areas who have technical expertise 
relative to the design and implementation of 
the project to advise the Secretary con
cerning how the project would be imple
mented in the area. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision, with modifications. The 
Competitive Pricing Advisory Committee 
would make initial recommendations regard
ing the method for area selection, benefit de
sign, structuring choice, etc. Upon imple
mentation of the project, the Committee 
would continue to advise the Secretary on 
the application of the design in the different 
areas and changes in the project based on ex
perience with its operations. Notwith
standing section 9(c) of the Federal Advisory 
Committee Act, the Committee could meet 
as soon as members were appointed. The 
Committee would terminate December 31, 
2004. 

Upon the designation of an area, the Sec
retary would be required to appoint an area 
advisory committee, composed of representa
tives of health plans, providers, and Medi
care beneficiaries in the area, to advise the 
Secretary concerning how the project would 
be implemented in the area. Notwit h
standing section 9(c) of the Federal Advisory 
Committee Act, these committees could 
meet as soon as members were appointed. 
(c) Area selection 

HOUSE BILL 

Section 10032. Taking into account the na
tional advisory commit tee 's recommenda
tions, the Secretary would be required to 
designate demonstration areas. Upon such 
designation, the Secreta ry would be required 
to appoint an area advis ry committee, com
posed of representative:· f health plans, pro
vl ders, and beneficiari » in each demonstra
tio l area. The commit iee could advise the 
Secretary on marketing a nd pricing of plans 
in the area, and other relevant factors. 

Section 4032. Identical provision. 
SENATE AMENDMENT 

The applicable area would be determined 
by the Secretary and would mean 10 urban 
areas with respect to which less than 25% of 
beneficiaries enrolled with an eligible orga
nization under section 1876 and 3 rural areas. 
Any applicable area would be treated as a 
Medicare Choice payment area.-

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with a modification. The Sec
retary would designate, in accordance with 
recommendations of the Competitive Pricing 
Advisory Committee, up to 7 Medicare pay
ment areas in which the project would be 
conducted. The Committee would be required 
to recommend to the Secretary the designa
tion of 4 specific areas to be included. Such 
recommendations would have to be made to 
ensure that payments under the project in 2 
areas would begin on January l, 1999 and in 

2 areas on January 1, 2000. Of the 4 areas rec
ommended, 3 would have to be in urban areas 
and 1 in a rural area. By December 31, 2001, 
the Committee could recommend to the Sec
retary the designation of up to 3 additional 
payment areas to be included in the project. 

Subject to consultation with the area advi
sory committee, the Secretary would, for 
each Medicare payment area designated in 
accordance with the recommendations of the 
Competitive Pricing Advisory Committee: (I) 
establish the benefit design among plans of
fered in the area, (ii) structure the method 
for selecting plans offered in the area, and 
(iii) in consultation with the Committee, (a) 
establish methods for setting the price to be 
paid to the plans, including the rewarding 
and penalizing Medicare+Choice plans on the 
basis of the attainment of, or failure to at
tain, applicable quality standards, and (b) 
provide for the collection of plan informa
tion, information dissemination, and meth
ods for project evaluation. 

The aggregate payments under the project 
for any designated area could not exceed the 
aggregate payments that would have been 
made under Medicare if the project had not 
been conducted. 
(d) Monitoring and report/evaluation 

HOUSE BILL 

Section 10032. Taking into considerations 
the recommendations of the advisory com
mittee (established under (b)), the Secretary 
would be required to closely monitor the im
pact of projects in areas on the price and 
quality of, and access to, Medicare covered 
services, choice of plans, changes in enroll
ment, and other relevant factors. The Sec
retary would be required to periodically re
port to Congress on project progress. 

Section 4032. Identical provision. 
SENATE AMENDMENT 

Not late!' than December 31, 2001, the Sec
retary would be required to submit to the 
President a report regarding the demonstra
tion projects conducted under this section. 
The report would have to include the fol
lowing: (I) a description of the demonstra
tion projec ts; (ii) an evaluation of the effec
tiveness or the demonstration projects and 
any legisla tive recommendations determined 
appropriate by the Secretary; (iii) any other 
information regarding the demonstration 
projects that the Secretary determines to be 
appropriate; (iv) an evaluation as to whether 
the method of payment under section 5042 
(see below) used in the demonstration 
projects fo r payment to Medicare Choice 
plans shou d be extended to the entire Medi
care population and if such evaluation deter
mines that such method should not be ex
tended, legislative recommendations to mod
ify such method so that it may be applied to 
the entire Medicare population. 

Requires the President to report to the 
Congress and if the President determines ap
propriate, any legislative recommendations 
for extending the project to the entire Medi
care population. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with a modification. Tak
ing into consideration the recommendations 
of the Competitive Pricing Advisory Com
mittee and the area advisory committees, 
the Secretary would be required to closely 
monitor and measure the impact of the 
project in the different areas on the price 
and quality of, and access to, Medicare cov
ered services, choice of health plans, changes 
in enrollment, and other relevant factors. By 
December 31, 2002, the Secretary would be re
quired to submit to Congress a report on the 

progress of the project, including a compari
son of the matters noted above among the 
different designated areas. Such report could 
include legislative recommendations for ex
tending the project to the entire Medicare 
population. 
(e) Waiver authority 

Section 10032. Authorizes the Secretary to 
waive such requirements of section 1876 (re
lating to Medicare risk, cost, and HOPP 
plans) and of MedicarePlus as may be needed 
to carry out the demonstration project. 

Section 4032.- Identical provision. 
SENATE AMENDMENT 

Authorizes the Secretary to waive compli
ance with the requirements of titles XI, 
XVIII (Medicare), and XIX (Medicaid) of the 
Social Security Act to such extent and for 
such period as the Secretary determines is 
necessary to conduct demonstration 
projects. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with a modification to 
provide that only the requirements of title 
XVIII would be waived. 
([) Relationship to other authority 

HOUSE BILL 

Section 10032 (new section 1854(a)).-No 
provision. 

Section 4032.-Except as specified above, 
the Secretary would be prohibited from con
ducting or continuing any ongoing dem
onstration project (i.e., the Denver dem
onstration) designed to demonstrate com
petitive bidding as an alternative to paying 
plans on the basis of the AAPCCs (as speci
fied under current law) or the Medicare Plus 
capitation rates (as established under new 
Section 1853 of the provision). 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification pro
viding that the Secretary could not conduct 
or continue any related demonstration 
project on the basis of a competitive bidding 
process or pricing system (as described 
above) other than on the basis described in 
this section of the legislation. 
(g) Determination of annual medicare choice 

capitation rates 
HOUSE BILL 

Section 10032. No provision. 
Section 4032. No provision. 

SENATE AMENDMENT 

Provides that for a Medicare Choice pay
ment area within which a demonstration 
project is being conducted, the annual Medi
care Choice capitation rate would be the 
standardized payment amount determined 
under this section rather than the amount 
determined under section 1853. 

Not later than June 1 of each calendar 
year, each Medicare Choice organization of
fering one or more Medicare Choice plans in 
an applicable Medicare Choice payment 
would be required to file with the Secretary 
a bid which contained the amount of the 
monthly premium for coverage under each 
such Medicare Choice plan. The premiums 
charged by a Medicare Choice plan sponsor 
under this part could not vary among indi
viduals who reside in the same applicable 
Medicare Choice payment area. 

After bids were submitted, the Secretary 
could negotiate with Medicare Choice orga
nizations to modify such bids if the Sec
retary determined that the bids did not pro
vide enough revenues to ensure the plan's ac
tuarial soundness, were too high, or met 
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other conditions. Not later than July 31 of 
each calendar year (beginning with 1998), the 
Secretary would determine and announce a 
standardized payment amount the following 
calendar year for each applicable Medicare 
Choice payment area. 

The standardized payment amount for a 
calendar year after 1998 for any applicable 
Medicare Choice payment area would be 
equal to the maximum premium. The max
imum premium for any applicable Medicare 
Choice payment area would be equal to the 
weighted average bid price (disregarding cer
tain plans) but in no case would the amount 
be greater than the sum of: (I) the average 
per capita amount, as determined by the 
Secretary as appropriate for the population 
eligible to enroll in Medicare Choice plans in 
such payment area, for such calendar year 
that the Secretary would have expended for 
an individual in such payment area enrolled 
under Medicare FFS plus (ii) the amount 
equal to the actuarial value of deductibles, 
coinsurance, and copayments charged an in
dividual for services provided under the 
Medicare FFS. Payments to plans would be 
adjusted for specified risk factors (e.g., age 
and disability status). PPRC and ProPAC 
would be required to develop recommenda
tions on the risk factors to adjust payments 
by January 1, 1999 and report such to Con
gress in their respective annual reports. 

The Secretary would make monthly pay
ments to plan sponsors from the HI and SMI 
trust funds equal to 1/ 12 of the specified pay
ment amounts. These would be the lesser of: 
(I) the standardized payment amount for the 
applicable Medicare Choice payment area, as 
adjusted for the individual's risk factors, or 
(ii) the premium charged by the plan for 
such individual, as adjusted for such indi
vidual, minus the amount such individual 
paid to the plan pursuant to section 5043 (re
lating to 10 percent of the premium). A phy
sician or other entity (other than a provider 
of services) that did not have a contract with 
a Medicare Choice organization would have 
to accept as payment in full for services to 
such an individual the amounts that the 
physician or other entity could collect if the 
individual were in Medicare FFS. 

An Office of Competition would be estab
lished in the Department of HHS. The Sec
retary would be required to appoint a direc
tor of the office who would administer the 
competitive demonstration. Requires the 
Secretary, to the maximum extent feasible , 
to enter into contracts with appropriate non
Federal entities to carry out related activi
ties. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(h) Benefits and beneficiary protections 

Section 10032. No provision. 
Section 4032. No provision. 

SENATE AMENDMENT 

Requires each Medicare Choice plan in an 
applicable Medicare Choice payment area to 
provide those items and services covered 
under Medicare FFS, subject to nominal co
payments as determined by the Secretary, 
prescription drugs, subject to such limits as 
established by the Secretary, and such addi
tional health services as the Secretary may 
approve. 

Supplemental benefits.-Each Medicare 
Choice plan could offer any of the optional 
supplemental benefit plans specified to an 
individual enrolled in the basic benefit plan 
for an additional premium amount. Such 
benefits may be marketed and sold by the 
Medicare Choice organization outside of the 

enrollment process described in part C. The 
provision limits the premiums that could be 
charged for supplemental benefits. 

Premium Requirements for Bene-
ficiaries.- If an eligible individual enrolled 
in a Medicare Choice demonstration plan, 
the individual would be required to pay the 
following premium differentials: (I) 10 per
cent of the plan's premium; (ii) if the pre
mium of the plan was higher than the stand
ardized payment amount, 100% of such dif
ference; and (iii) an amount equal to cost
sharing under Medicare FFS, except that 
such amount could not exceed the actuarial 
value of the deductibles and coinsurance less 
the actual value of nominal copayments for 
the plan's basic benefits. An individual en
rolled in a Medicare Choice demonstration 
plan could not be required to pay the Part B 
premium. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(I) Information and quality standards 

HOUSE BILL 

Section 10032. No provision. 
Section 4032. No provision. 
Effective Date.-
Section 10032. Enactment 
Section 4032. Identical. 

SENATE AMENDMENT 

A. Information requirements.-Requires 
the Secretary to provide that the following 
information and coope.vative reports be used 
in the competitive pricing demonstration in
stead of those required under the Medicare 
Part C established by this legislation. Speci
fies requirements for the communication of 
notice and informational materials. The in
formation required would include: (I) general 
information (e.g., Part B premium rates, 
cost-sharing, benefits, how to enroll, etc.), 
and (ii) a copy of the most recent compara
tive plan report for the demonstration plans 
in the individual 's payment area. This report 
would provide easily understood comparison 
information on the plan's service area, cov
erage of emergency services, cost-sharing, 
disenrollment rates, quality information, in
formation on access, utilization review pro
cedures, premium prices, out-of-network pro
viders, and additional specified information. 
This information would have to be updated 
annually. Plans would be required to help 
share in the estimated costs incurred by the 
Secretary in preparing information. 

B. Quality demonstration plans.-Provides 
definitions of comparative report, director, 
Medicare, demonstration plan, and dem
onstration plan sponsor. 

Establishes a Quality Advisory Institute to 
recommend to the Director licensing and 
certification criteria and comparative meas
urement methods. Provides for the member
ship, duties, terms, and other aspects of the 
institute. 

Establishes the duties of the Director of 
the Quality Advisory Institute, which would 
include adopting criteria for licensing of cer
tifying entities, issuing licenses, developing 
comparative health care measures, etc. 

Provides that by January 1, 1999, the Direc
tor ensure that no demonstration plan be of
fered, contracted with, or reimbursed unless 
it has been certified in accordance with the 
requirements of this provision. 

Requires that the director of the Quality 
Advisory Institute establish a program under 
which payments are made to various dem
onstration plans to reward such plans for 
meeting or exceeding quality targets. The 
Director would be required to establish broad 
categories of quality targets and perform-

ance measures. The Director would be re
quired to withhold 0.50% from any payment 
that a demonstration plan sponsor received 
with respect to an enrolled beneficiary and 
to use such amounts to make annual pay
ments to plans that have been determined to 
meet or exceed the quality targets and per
formance measures. Excess funds would be 
applied to deficit reduction. Specified the 
amount of payment. 

Requires a plan to participate in the cer
tification process described above. Specifies 
procedures in the event of a plan merger or 
purchase and treatment of new plans. 

Requires the Director to develop proce
dures for the licensing of entities to certify 
demonstration plans. 

Requires the Director to establish min
imum criteria to be used by licensed certi
fying entities in the certification of dem
onstration plans and establishes require
ments for the criteria. 

Requires the Director to develop grievance 
and appeals procedures under which a dem
onstration plan that is denied certification 
may appeal such denial to the director. 

Effective date.-Enactment. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 

The effective date for the demonstration 
projects would be enactment. 

MEDICARE ENROLLMENT DEMONSTRATION 
PROJECT 

Section 5045 of Senate amendment 
CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary to implement a 
demonstration project to evaluate the use of 
a third-party contractor to conduct the 
Medicare Choice plan enrollment and 
disenrollment functions, as described in 
Medicare Part C, Medicare Choice, estab
lished under this provision. 

Before implementing the project, the Sec
retary would be required to consult with af
fected parties on the: (I) design of the 
project; (ii) selection criteria for the third
party contractor; and (iii) establishment of 
performance standards. The Secretary would 
be required to establish performance stand
ards for the accuracy and timeliness of the 
Medicare Choice plan enrollment and 
disenrollment functions performed by the 
third-party contractor. If the Secretary de
termined that a third-party contractor was 
out of compliance with the performance 
standards, the enrollment and disenrollment 
functions would be performed by the Medi
care Choice plan until the Secretary ap
pointed a new third-party contractor. In the 
event that there was a dispute between the 
Secretary and a Medicare Choice plan re
garding whether or not the third-party con
tractor was in compliance, such enrollment 
and disenrollment functions would be per
formed by the Medicare Choice plan. 

The Secretary would be required to peri
odically report to Congress on the progress 
of the project. 

The Secretary would be required to waive 
compliance with the requirements of Medi
care Choice to such extent and for such pe
riod as the Secretary determined was nec
essary to conduct the project. 

The demonstration project would be con
ducted for a 3-year period. This project 
would be conducted separately from any 
other demonstration. 
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Effective date- Enactment 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment except that the provision 
relating to disputes between the Secretary 
and a Medicare Choice plan regarding wheth
er or not the third-party contractor is in 
compliance is not included. 

MEDICARE COORDINATED CARE 
DEMONSTRATION PROJECT 

Section 5046 of Senate amendment 
CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary to establish a dem
onstration program to evaluate methods 
such as case management and other models 
of coordinated care that improve the quality 
of care and reduce Medicare expenditures for 
beneficiaries with chronic illnesses enrolled 
in traditional Medicare. 

The Secretary would be required to exam
ine best practices in the private sector for 
coordinating care for individuals with chron
ic illnesses for one year and, using the re
sults of the evaluation, establish at least 
nine demonstration projects (6 urban and 3 
rural) within 2 years of enactment. 

Not later than two years after implemen
tation (and biannually thereafter) , the Sec
retary would be required to evaluate the 
demonstrations and submit a report to Con
gress. The evaluation would have to address, 
at a minimum, the cost-effectiveness of the 
demonstration projects, quality of care re
ceived by beneficiaries, beneficiary satisfac
tion, and provider satisfaction. If the initial 
evaluation showed the demonstration 
projects to either reduce Medicare expendi
tures or to not increase Medicare expendi
tures while increasing the quality of care re
ceived by beneficiaries and increasing bene
ficiary and provider satisfaction, the Sec
retary would continue the projects and could 
expand the number of demonstration 
projects . 

The Secretary would be authorized to 
waive compliance with existing require
ments of Medicare and Medicaid to such ex
tent and for such period as necessary to con
duct the demonstration projects. 

Such sums as necessary would be author
ized to be appropriated for the purpose of 
evaluating and reporting on the demonstra
tions. 

Effective date-Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. The 
number of demonstration projects would be 5 
in urban areas, 3 in rural areas, and 1 in the 
District of Columbia which is operated by a 
nonprofit academic medical center that 
maintains a National Cancer Institute cer
tified comprehensive cancer center. Funding 
for this last project would be available only 
as provided in any federal law making appro
priations for the District of Columbia. The 
Secretary could waive requirements of Medi
care to the extent needed to conduct the 
projects. 

ESTABLISHMENT OF MEDICARE 
REIMBURSEMENT DEMONSTRATION PROJECTS 

Section 5047 of Senate amendment 
CURRENT LAW 

Medicare is prohibited from reimbursing 
for any services provided by a federal health 
care provider, unless the provider is deter-

mined by the Secretary of Health and 
Human Services to be providing services to 
the public generally as a community institu
tion or agency or is operated by the Indian 
Health Service. In addition, Medicare is pro
hibited from making payment to any federal 
health care provider who is obligated by law 
or contract to render services at the public 
expense. 
(a) Medicare subvention project for veterans 

HOUSE BILL 

No provision 
SENATE AMENDMENT 

Authorizes a Medicare subvention project 
for veterans. The Secretaries of HHS and VA 
would be authorized to establish a dem
onstration project, under an agreement, 
under which the Secretary of HHS would re
imburse the Secretary of VA from the Medi
care trust funds, for Medicare health care 
services furnished to certain targeted medi
care-eligible veterans. The agreement would 
include at a minimum: (1) a description of 
the benefits to be provided to the partici
pants; (2) a description of the eligibility 
rules for participation, (3) a description of 
how the demonstration would satisfy Medi
care requirements; (4) a description of the 
sites selected; (5) a description of how reim
bursement and maintenance of effort re
quirements would be implemented; and (6) a 
statement that the Secretary would have ac
cess to all data of the VA that the Secretary 
determined was necessary to conduct inde
pendent estimates and audits of the mainte
nance of effort requirement, the annual rec
onciliation, and related matters required 
under the demonstration project. 

Provides that the Secretaries would estab
lish a plan for the selection of up to 12 med
ical centers under the jurisdiction of the 
Secretary of VA and located in geographi
cally dispersed locations. The selection plan 
would favor selection of those medical cen
ters that were suited to serve targeted medi
care-eligible individuals because: (1) there is 
a high potential demand by targeted medi
care-eligible veterans for their services; (2) 
they have sufficient capability in billing and 
accounting to participate; (3) they have fa
vorable indicators of quality of care, includ
ing patient satisfaction; (4) they deliver a 
range of services required by targeted medi
care-eligible veterans; and (5) they meet 
other relevant factors identified in the plan. 
The Secretaries would endeavor to include at 
least 1 medical center that was in the same 
catchment area as a military medical facil
ity which was closed pursuant to either: The 
Defense Base Closure and Realignment Act 
of 1990; or Title II of the Defense Authoriza
tion Amendments and Base Closure and Re
alignment Act. No new facilities would be 
built or expanded with funds from the dem
onstration project. The Secretaries would 
conduct the project during the 3-year period 
beginning on January 1, 1998. 

Specifies that participation of veterans 
would be voluntary, subject to the capacity 
of participating medical centers and the 
funding limitations. Veterans who were mili
tary retirees would be given preference at 
military centers near a closed base. The Sec
retary of VA could establish cost-sharing re
quirements. The Secretaries would be re
quired to submit a report 30 days prior to the 
start of a project. 

Permits the Secretary of VA to establish 
and operate managed health care plans. Any 
such plan would be operated by or through a 
VA medical center or group of medical cen
ters and could include the provision of 
health care services through other facilities 

under the jurisdiction of the Secretary of VA 
as well as public and private entities under 
arrangements made between them and the 
VA. The benefits would include at least 
those covered under Medicare . 

Specifies that the Secretary of VA could 
establish a managed health care plan using 
one or more medical centers only after sub
mission of a report to Congress setting forth 
a plan for their use. The plan could not be 
implemented until the Secretary of VA re
ceived from the VA Inspector General a cer
tification that the plan meets specified cri
teria. The Secretary would maintain nec
essary reserves. 

Specifies that, in general, payments would 
equal 95% of amounts that would otherwise 
be payable under Medicare for services pro
vided both on a capitated and non-capitated 
basis. In computing payments for services 
provided on a non-capitated basis the fol
lowing would be excluded: (1) dispropor
tionate share hospital adjustment; (2) direct 
graduate medical education payments; (3) 
40% of indirect medical education adjust
ment; and (4) 67% of any capital-related 
costs. In years prior to 2001, the capitated 
payments would be computed as if amounts 
excluded for non-capitated payments had 
been excluded for determining Medicare 
Choice payments. Payments under the dem
onstration could not exceed $50 million in 
any year. Payments would be reduced to the 
extent that the VA failed to maintain the ef
fort level in effect for targeted veterans in 
FY 1997. 

Requires the Secretaries, in consultation 
with the Comptroller General, to closely 
monitor the expenditures made under the 
medicare program for targeted medicare-eli
gible veterans compared to the expenditures 
that would have been made if the demonstra
tion had not been conducted. The Comp
troller General would submit to the Secre
taries and the appropriate committees of 
Congress an annual report on the extent, if 
any, to which Medicare costs increased dur
ing the preceding fiscal year as a result of 
the demonstration. If so, the Secretaries 
would be required to take steps necessary to 
recoup costs and prevent future increases. 

Requires the administering Secretaries to 
arrange for an independent entity with ex
pertise in the evaluation of health services 
to conduct an evaluation of the demonstra
tion project. The entity would submit annual 
reports to the administering Secretaries and 
to appropriate congressional committees. 
The first report would be submitted not later 
than 12 months after the demonstration 
project begins operation, and the final report 
not later than 31h years after that date. The 
reports would include an assessment of: (1) 
the cost to the VA of providing care to vet
erans under the project; (2) compliance of 
participating medical centers with applica
ble measures of quality of care, compared to 
such compliance for other medicare-partici
pating medical centers; (3) a comparison of 
the costs of medical centers' participation in 
the program with the reimbursements pro
vided for services of such medical centers; (4) 
savings or costs to medicare from the 
project; (5) any change in access to care or 
quality of care for targeted medicare-eligible 
veterans participating in the project; (6) any 
effect of the project on the access to care and 
quality of care for targeted medicare-eligible 
veterans not participating in the project and 
other veterans not participating in the 
project; (7) provision of services under man
aged health care plans; (8) any impact on en
rollment in Medicare Choice. Within 6 
months of submission of the penultimate re
port, the Secretaries would submit to Con
gress a report containing recommendations 
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on whether to extend the demonstration or 
make it permanent; whether to expand the 
project to cover additional sites and increase 
the maximum amount of reimbursement; 
and whether terms and conditions of the 
project should be extended or modified. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. However, it does re
quire the Secretary and the Secretary of 
Veterans Affairs (in consultation with the 
Secretary of Defense) to jointly submit to 
Congress a detailed implementation plan for 
a subvention demonstration project for vet
erans. The provision would require submis
sion of the plan within 12 months of the start 
of the subvention demonstration project for 
military retirees; the plan would follow the 
DoD model. 
(b) Medicare subvention project for military re

tirees 
HOUSE BILL 

No provision 
SENATE AMENDMENT 

Authorizes the Secretary of DoD and the 
Secretary of HHS to establish a demonstra
tion project (under an agreement entered 
into by the administering Secretaries) under 
which the Secretary of HHS would reimburse 
the Secretary of DoD from the trust funds, 
for medicare health care services furnished 
to certain medicare-eligible military retirees 
or dependents. The agreement would include 
(1) a description of the benefits to be pro
vided; (2) a description of the eligibility rules 
for participation; (3) a description of how the 
demonstration project would satisfy Medi
care requirements; (4) a description of the 
sites selected; (5) a description of how reim
bursement and maintenance of effort re
quirements would be implemented; and (6) a 
statement that the Secretary shall have ac
cess to all data of the DoD that the Sec
retary determines necessary. The project 
would be limited to six sites after review of 
all TRICARE regions. No new military treat
ment facility could be built or expanded with 
the funds. The project would be conducted 
during the 3-year period beginning January 
1, 1998. The Inspector General of HHS could 
investigate any matters regarding expendi
ture of funds. The administering' Secretaries 
would be required to submit a copy of the 
agreement at least 30 days prior to the start 
of the project. 

Specifies participation is voluntary, sub
ject to capacity and funding limitation. 
Cost-sharing requirements could be estab
lished. TRICARE enrollment fee would be 
waived for persons enrolled in the managed 
care option of TRICARE. The minimum ben
efits would include at least Medicare bene
fits. 

Specifies that, in general, payments would 
equal 95% of amounts that would otherwise 
be payable under Medicare for services pro
vided both on a capitated and non-capitated 
basis. In computing payments for services 
provided on a non-capitated basis the fol
lowing would be excluded: indirect medical 
education costs, disproportionate share 
costs, and direct graduate medical education 
costs. In addition, the Secretaries would de
termine the portion of capital-related costs 
to be excluded. In years prior to 2001, the 
capitated payments would be computed as if 
amounts excluded for non-capitated pay
ments had been excluded for determining 
Medicare Choice payments. 

Specifies that the aggregate amount to be 
reimbursed under the project is $55 million 
in 1998, $65 million in 1999, and $75 million in 
2000. 

Requires the Secretaries, in consultation 
with the Comptroller General, to closely 
monitor the expenditures made under the 
medicare program for medicare-eligible mili
tary retirees and their dependants compared 
to the expenditures that would have been 
made if the demonstration had not been con
ducted. Any participating military treat
ment facility would be required to maintain 
the level of effort for space available care to 
medicare-eligible military retirees and their 
dependants. The Comptroller General would 
submit to the Secretaries and the appro
priate committees of Congress an annual re
port on the extent, if any, to which Medicare 
costs increased during the preceding fiscal 
year as a result of the demonstration. If so, 
the Secretaries would be required to take 
steps necessary to recoup costs and prevent 
future increases. 

Requires the administering Secretaries to 
arrange for an independent entity with ex
pertise in the evaluation of health services 
to conduct an evaluation of the demonstra
tion project. The entity would submit annual 
reports to the administering Secretaries and 
to appropriate congressional committees. 
The first report would be submitted not later 
than 12 months after the demonstration 
project begins operation, and the final report 
not later than 31h years after that date. The 
reports would include an evaluation of the 
demonstration project, including the finan
cial costs to Medicare and Defense, the qual
ity of care provided to military retirees, and 
the impact on military readiness. Within 6 
months of submission of the final report, the 
Secretaries would submit to Congress a re
port containing recommendations on wheth
er to extend the demonstration or make it 
permanent; whether to expand the project to 
cover additional sites and increase the max
imum amount of reimbursement; and wheth
er terms and conditions of the project should 
be extended or modified. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. It 
would add to the minimum standards for the 
agreement. The agreement would have to in
clude a description of any requirements 
waived by the Secretary. It would also have 
to include a certification, provided after re
view by the administering Secretaries, that 
any entity that is receiving payments under 
the demonstration: (1) has sufficient re
sources and expertise to provide the full 
range of required benefits; and (2) has infor
mation and billing systems in place to assure 
the accurate and timely submission of 
claims for benefits and ensure timely reim
bursement of providers and practitioners. 
The administering Secretaries would be re
quired to submit a copy of the agreement to 
the committees of jurisdiction at least 60 
days prior to commencement of the project. 

The conference agreement would permit 
the Secretary to waive Medicare require
ments (or approve alternative ways of meet
ing such requirements), except for the fol
lowing specified requirements relating to 
beneficiary protections and quality assur
ance: enrollment and disenrollment, non
discrimination, information provided to 
beneficiaries, cost-sharing limitations, ap
peal and grievance procedures, provider par
ticipation, access to services, quality assur
ance and external review, advance directives, 
and other areas of beneficiary protections 
the Secretary determines are applicable. 

The agreement would clarify that the au
thority to modify existing TRICARE con
tracts must be consistent with 
Medicare+Choice. 

The agreement would authorize the Secre
taries of HHS and DoD to include in the dem
onstration project any of the 
Medicare+Choice plans (excluding unre
stricted fee-for-service plans and MSAs). The 
Secretary of Defense could enter an agree
ment with the Medicare+Choice organization 
to provide medicare services to medicare-eli
gible military retirees or dependents. 

The conference agreement specifies that 
payments under the demonstration project 
would equal 95% of the amount that would be 
paid to a Medicare+Choice organization for 
that enrollee. In computing the amount, the 
following would be excluded: indirect med
ical education costs, disproportionate share 
costs, and direct graduate medical education 
costs. In addition, the Secretaries would de
termine the portion of capital-related costs 
to be excluded. The conference agreement 
would cap the amount of total payments at 
$50 million in calendar 1998, $60 million in 
calendar 1999, and $65 million in FY 2000. 

The conference agreement would provide 
that the independent evaluation and reports 
would be conducted by the Comptroller Gen
eral. The list of items the evaluation is re
quired to assess would be modified. Added to 
the list would be any additional elements the 
Comptroller General determines is appro
priate to assess. Dropped from the list are an 
analysis of the impact on prescription drug 
costs. The agreement would further provide 
that within six. months of submission of the 
final (rather than penultimate) report by the 
GAO, the Secretaries would be required to 
submit their report to Congress. This report 
would be required to contain recommenda
tions concerning whether there is a cost to 
Medicare in conducting the demonstration 
and whether the project could be expanded 
without there being a cost to Medicare or 
the Federal government. 
TAX TREATMENT OF HOSPITALS WHICH PAR

TICIPATE IN PROVIDER-SPONSORED ORGANI

ZATIONS 

Sec. 10041 of the House bill and sec. 5049 of 
the Senate amendment 

PRESENT LAW 

To qualify as a charitable tax-exempt or
ganization described in Internal Revenue 
Code (the "Code") section 501(c)(3), an orga
nization must be organized and operated ex
clusively for religious, charitable, scientific, 
testing for public safety, literary, or edu
cational purposes, or to foster international 
sports competition, or for the prevention of 
cruelty to children or animals. Although sec
tion 501(c)(3) does not specifically mention 
furnishing medical care and operating a non
profit hospital, such activities have long 
been considered to further charitable pur
poses, provided that the organization bene
fits the community as a whole. 

No part of the net earnings of a 501(c)(3) or
ganization may inure to the benefit of any 
private shareholder or individual. No sub
stantial part of the activities of a 501(c)(3) 
organization may consist of carrying on 
propaganda, or otherwise attempting to in
fluence legislation, and such organization 
may not participate in, or intervene in, any 
political campaign on behalf of (or in opposi
tion to) any candidate for public office. In 
addition, under section 501(m), an organiza
tion described in section 501(c)(3) or 501(c)(4) 
is exempt from tax only if no substantial 
part of its activities consists of providing 
commercial-type insurance. 

A tax-exempt organization may, subject to 
certain limitations, enter into a joint ven
ture or partnership with a for-profit organi
zation without affecting its tax-exempt sta
tus. Under current ruling practice, the IRS 
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examines the facts and circumstances of 
each arrangement to determine (1) whether 
the venture itself and the participation of 
the tax-exempt organization therein furthers 
a charitable purpose, and (2) whether the 
sharing of profits and losses or other aspects 
of the arrangement entail improper private 
inurement or more than incidental private 
benefit.1 

HOUSE BILL 

The provision provides that an organiza
tion does not fail to be treated as organized 
and operated exclusively for a charitable 
purpose for purposes of Code section 501(c)(3) 
solely because a hospital which is owned and 
operated by such organization participates 
in a provider-sponsored organization 
("PSO") (as defined in section 1845(a)(l) of 
the Social Security Act), whether or not 
such PSO is exempt from tax. Thus, partici
pation by a hospital in a PSO (whether tax
able or tax-exempt) is deemed to satisfy the 
first part of the inquiry under current IRS 
ruling practice.2 

The provision does not change present-law 
restrictions on private inurement and pri
vate benefit. However, the provision provides 
that any person with a material financial in
terest in such a PSO shall be treated as a 
private shareholder or individual with re
spect to the hospital for purposes of applying 
the private inurement prohibition in Code 
section 501(c)(3). Accordingly, the facts and 
circumstances of each PSO arrangement are 
evaluated to determine whether the arrange
ment entails impermissible private 
inurement or more than incidental private 
benefit (e.g., where there is a dispropor
tionate allocation of profits and losses to the 
non-exempt partners, the tax-exempt partner 
makes loans to the joint venture that are 
commercially unreasonable, the tax-exempt 
partner provides property or services to the 
joint venture at less than fair market value, 
or a non-exempt partner receives more than 
reasonable compensation for the sale of 
property or services to the joint venture). 

The provision does not change present-law 
restrictions on lobbying and political activi
ties. In addition, the restrictions of Code sec
tion 501(m) on the provision of commercial
type insurance continue to apply. 

Effective date.-The provision is effective 
on the date of enactment. 

SENATE AMENDMENT 

The Senate amendment is the same as the 
House bill. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 

Subtitle B-Prevention Initiatives 
SCREENING MAMMOGRAPHY 

Sections 10101 and 4101 of House bill and 
Section 5101 of Senate amendment 

CURRENT LAW 

Medicare provides coverage for screening 
mammograms. Frequency of coverage is de
pendent on the age and ·risk factors of the 
woman. For women ages 35-39, one test is au-

1 1 See IRS General Counsel Memorandum 39862; 
Announcement 92--83, 1992--22 I.R.B. 59 (IRS Audit 
Guidelines for Hospitals). Even where no prohibited 
private inurement exists, however, more than inci
dental private benefits conferred on individuals may 
result in the organization not being operated "ex
clusively" for an exempt purpose. See, e .g., American 
Campaign Academy v. Commissioner, 92 T .C. 1053 
(1989). 

22 The qualification of a hospital as a tax-exempt 
charitable organization under section 501(c)(3) is de
termined as under present law. See Rev. Rul. 69-545, 
1969-2 C.B. 117. 

thorized. For women ages 40-49, a test is cov
ered every 24 months, except, an annual test 
is authorized for women at high risk. Annual 
tests are covered for women ages 50-ti4. For 
women aged 65 and over, the program covers 
one test every 24 months. Medicare's Part B 
deductible and coinsurance apply for these 
services. 

HOUSE BILL 

Section 10101. Authorizes coverage for an
nual mammograms for all women ages 40 and 
over. It would also waive the deductible for 
screening mammograms. 

Effective Date. Applies to items and serv
ices furnished on or after J anuary 1, 1998. 

Section 4101. Identical provision. 
SENATE AMENDMENT 

Similar provision except that it would 
waive the coinsurance rather than the de
ductible. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

SCREENING PAP SMEAR AND PELVIC EXAMS 

Sections 10102 and 4102 of House bill 
CURRENT LAW 

Medicare covers a screening Pap smear 
once every 3 years for purposes of early de
tection of cervical cancer. The Secretary is 
permitted to specify a shorter time period in 
the case of women at high risk of developing 
cervical cancer. 

HOUSE BILL 

Section 10102. Authorizes coverage, every 3 
years, for a screening pelvic exam which 
would include a clinical breast examination. 
It would modify the purpose of Pap smears 
to include early detection of vaginal cancer. 

Specifies that for both Pap smears and 
screening pelvic exams, coverage would be 
authorized on a yearly basis for women at 
high risk of developing cervical or vaginal 
cancer (as determined pursuant to factors 
identified by the Secretary). Coverage would 
also be authorized on a yearly basis for a 
woman of childbearing age who had not had 
a negative test in each of the preceding 3 
years. The deductible would be waived for 
screening Pap smears and screening pelvic 
exams. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 

Section 4102. Identical provision. In addi
tion, it would require the Secretary, within 
6 months of enactment, to submit a report to 
Congress on the extent to which the use of 
supplemental computer-assisted diagnostic 
tests (consisting of interactive automated 
computer imaging of an exfoliative cytology 
test) in conjunction with pap smears im
proves the early detection of cervical or vag
inal cancer. The report must also consider 
cost implications. 

Effective Date. Enactment 
SENA'l'E AMENDMENT 

No provision 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision, except that the require
ment for a report on computer assisted diag
nostic tests contained in Section 4102 is not 
included. The Conferees strongly recommend 
that the Secretary examine the value of new 
technologies in improving the accuracy of 
screening procedures, such as computer-as
sisted diagnostic tests, and expanding Medi
care coverage policies to include proven new 
technologies. 

PROSTATE CANCER SCREENING T ESTS 

Sections 10103 and 4103 of House bill 
CURRENT LAW 

Medicare does not cover prostate cancer 
screening tests. 

HOUSE BILL 

Section 10103. Authorizes an annual pros
tate cancer screening test for men over age 
50. The test could consist of any (or all) of 
the following procedures: (1) a digital rectal 
exam; (2) a prostate-specific antigen blood 
test; and (3) after 2001, other procedures as 
the Secretary finds appropriate for the pur
pose of early detection of prostate cancer, 
taking into account such factors as changes 
in technology and standards of medical prac
tice, availability, effectiveness, and costs. 

Specifies that payment for prostate-spe
cific antigen blood tests would be made 
under the clinical laboratory fee schedule. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 

Section 4103. Identical provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with an amendment. The 
provision would apply to services furnished 
on or after January 1, 2000. The provision au
thorizing coverage for additional procedures 
specified by the Secretary would be effective 
for years beginning after 2002. 

COVERAGE OF COLORECTAL SCREENING 

Sections 10104 and 4104 of House bill and 
section 5102 of Senate amendment 

CURRENT LAW 

Medicare does not cover preventive 
colorectal screening procedures. Such serv
ices are covered only as diagnostic services. 

HOUSE BILL 

Section 10104. Authorizes coverage of 
colorectal cancer screening tests. A test cov
ered under the provision would be any of the 
following procedures furnished for the pur
pose of early detection of colorectal cancer: 
(1) screening fecal-occult blood test; (2) 
screening flexible sigmoidoscopy; (3) screen
ing colonoscopy for high-risk individuals; (4) 
screening barium enema, if found by the Sec
retary to be an appropriate alternative to 
screening flexible sigmoidoscopy or screen
ing colonoscopy; and (5) after 2002, other pro
cedures as the Secretary finds appropriate 
for the purpose of early detection of 
colorectal cancer, taking into account such 
factors as changes in technology and stand
ards of medical practice, availability, effec
tiveness, and costs. A high-risk individual 
(for purposes of coverage for screening 
colonoscopy) would be defined as one who 
faces a high risk for colorectal cancer be
cause of family history, prior experience of 
cancer or precursor neoplastic polyps, a his
tory of chronic digestive disease condition 
(including inflammatory bowel disease, 
Crohn 's disease or ulcerative colitis), the 
presence of any appropriate recognized gene 
markers, or other predisposing factors. The 
Secretary would be required to make a deci
sion with respect to coverage of screening 
barium enema tests within 2 years of enact
ment; the determination would be published. 

Establishes frequency and payment limits 
for the tests. For screening fecal-occult 
blood tests, payment would be made under 
the lab fee schedule. In 1998, the payment 
amount could not exceed $5; in future years 
the update would be limited to the update 
applicable under the fee schedule. Medicare 
could not make payments if the test were 
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performed on an individual under age 50 or 
within 11 months of a previous screening 
fecal-occult blood test. 

Requires the Secretary to establish a pay
ment amount under the physician fee sched
ule for screening flexible sigmoidoscopies 
that is consistent with payment amounts for 
similar or related .services. The payment 
amount could not exceed the amount the 
Secretary specifies, based upon the rates rec
ognized for diagnostic flexible sigmoidoscopy 
services. For services performed in ambula
tory surgical centers or hospital outpatient 
departments, the payment amount could not 
exceed the lesser of the payment rate that 
would apply to such services if they were 
performed at either site. Medicare could not 
make payments for a screening flexible 
sigmoidoscopy if the test were performed on 
an individual under age 50 or within 47 
months of a previous screening flexible 
sigmoidoscopy. 

Requires the Secretary to establish a pay
ment amount under the physician fee sched
ule for screening colonoscopy for high risk 
individuals that is consistent with payment 
amounts for similar or related services. The 
payment amount could not exceed the 
amount the Secretary specifies, based upon 
the rates recognized for diagnostic 
colonoscopy services. For services performed 
in ambulatory surgical centers or hospital 
outpatient departments, the payment 
amount could not exceed the lesser of the 
payment rate that would apply to such serv
ices if they were performed at either site. 
Medicare could not make payments if the 
test were performed on a high-risk individual 
within 23 months of a previous screening 
colonoscopy. 

Establishes special payment rules, in the 
case of both a screening flexible 
sigmoidoscopy or screening colonoscopy, if a 
lesion or growth is discovered during the 
procedure which results in a biopsy or re
moval of the lesion or growth during the pro
cedure. In these cases, payment would be 
made for the procedure classified as either a 
flexible sigmoidoscopy with such biopsy or 
removal or screening colonoscopy with such 
biopsy or removal. 

Requires the Secretary to review from 
time to time the appropriateness of the 
amount of the payment limit for fecal-occult 
blood tests. 'l'he Secretary could, beginning 
after 2000, reduce the amount of the limit as 
it applies nationally or in a given area to the 
amount the Secretary estimates is required 
to assure that such tests of an appropriate 
quality are readily and conveniently avail.., 
able. 

Requires the Secretary to review periodi
cally the appropriate frequency for per
forming colorectal cancer screening tests 
based on age and other factors the Secretary 
believes to be pertinent. The Secretary may 
revise from time to time the frequency limi
tations, but no revisions could occur before 
January 1, 2001. 

Specifies that nonparticipating physicians 
providing screening flexible sigmoidoscopies 
or screening colonoscopies for high risk indi
viduals would be subject to limiting charge 
provisions applicable for physicians services. 
The Secretary could impose sanctions if a 
physician or supplier knowingly and will
fully imposed a charge in violation of this 
requirement. 

Requires the Secretary to establish pay
ment limits and frequency limits for screen
ing barium enema tests if the Secretary 
issues a determination that such tests 
should be covered. Payment limits would be 
consistent with those established for diag
nostic barium enema procedures. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 

Section 4104. Identical provision. 
SENATE AMENDMENT 

Authorizes coverage of colorectal cancer 
screening tests. A covered test is defined as 
a procedure the Secretary prescribes in regu
lations as appropriate for the purpose of 
early detection of colorectal cancer, taking 
into account availability, effectiveness, 
costs, changes in technology and standards 
of medical practice, and other factors the 
Secretary considers appropriate. The Sec
retary would consult with appropriate orga
nizations. 

Requires the Secretary to prescribe regula
tions that establish frequency limits for 
colorectal cancer screening tests. The limits 
would take into account the risk status of an 
individual and would be consistent with fre
quency limits for similar or related services. 
The regulations would also establish pay
ment limits (including limits on charges of 
nonparticipating physicians) for colorectal 
cancer screening tests that are consistent 
with payment limits for similar services. 
The Secretary would be required to periodi
cally review, and to the extent considered 
appropriate, revise the frequency and pay
ment limits. 

Specifies that in establishing criteria to 
determine whether an individual is at high 
risk, the Secretary would take into consider
ation family history, prior experience of can
cer, a history of chronic digestive disease 
condition, and the presence of any appro
priate recognized gene markers for 
colorectal cancer. The Secretary would con
sult with appropriate organizations. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 
The Secretary would be required to issue the 
regulations within three months of enact
ment. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with modifications. Speci
fied covered procedures would be: (1) screen
ing fecal-occult blood test, (2) screening 
flexible sigmoidoscopy, (3) screening 
colonoscopy for high risk individuals, and (4) 
such other tests or procedures, and modifica
tions to tests and procedures with such fre
quency and payment limits as the Secretary 
determines appropriate, in consultation with 
appropriate organizations. The Secretary 
would be required within 90 days of enact
ment or January 1, 1998, whichever is earlier, 
to publish a notice in the Federal Register 
with respect to a determination on the cov
erage of a screening barium enema as a 
colorectal cancer screening test. 

The conference agreement would specify 
that the payment amount for a screening 
fecal-occult blood test would be the same as 
the payment amount for a diagnostic fecal
occult blood test under the lab fee schedule. 
The requirement for periodic review of the 
limits for such tests would be deleted. 

The Conference agreement provides that 
screening flexible sigmoidoscopies and 
screening colonoscopies furnished in an am
bulatory surgical center or a hospital out
patient department after January 1, 1999 
would be subject to the applicable fee sched
ule amounts. Beneficiary liability would be 
limited to 25 percent of the fee schedule pay
ment amount for ambulatory surgical cen
ters. The conference agreement does not in
clude the language relating to limiting 
charges of nonparticipating physicians or 
the requirement for periodic review of fre
quency limits. 

DIABETES SCREENING TESTS 

Sections 10105 and 4105 of House bill and 
Section 5103 of Senate amendment 

CURRENT LAW 

In general, Medicare covers only those 
items and services which are medically rea
sonable and necessary for the diagnosis or 
treatment of illness or injury. In addition, 
Medicare covers home blood glucose mon
itors and associated testing strips for certain 
diabetes patients. Home blood glucose mon
itors enable diabetics to measure their blood 
glucose levels and then alter their diets or 
insulin dosages to ensure that they are 
maintaining an adequate blood glucose level. 
Home glucose monitors and testing strips 
are covered under Medicare's durable med
ical equipment benefit. Coverage of home 
bloo·d glucose monitors is currently limited 
to certain diabetics, formerly referred to as 
Type I diabetics, if: (1) the patient is an insu
lin-treated diabetic; (2) the patient is capa
ble of being trained to use the monitor in an 
appropriate manner, or, in some cases, an
other responsible person is capable of being 
trained to use the equipment and monitor 
the patient to assure that the intended effect 
is achieved; and (3) the device is designed for 
home rather than clinical use. 

HOUSE BILL 

Section 10105. Effective January 1, 1998, the 
Ways and Means and Commerce Committees 
would include among Medicare's covered 
benefits diabetes outpatient self-manage
ment training services. These services would 
include educational and training services 
furnished to an individual with diabetes by a 
certified provider in an outpatient setting 
meeting certain quality standards. They 
would be covered only if the physician who is 
managing the individual 's diabetic condition 
certifies that the services are needed under a 
comprehensive plan of care to provide the in
dividual with necessary skills and knowledge 
(including skills related to the self-adminis
tration of injectable drugs) to participate in 
the management of the individual's condi
tion. Certified providers for these purposes 
would be defined as physicians or other indi
viduals or entities that, in addition to pro
viding diabetes outpatient self-management 
training services, provide other items or 
services reimbursed by Medicare. Providers 
would have to meet quality standards estab
lished by the Secretary. They would be 
deemed to have met the Secretary's stand
ards if they meet standards originally estab
lished by the National Diabetes Advisory 
Board and subsequently revised by organiza
tions who participated in the establishment 
of standards of the Board, or if they are rec
ognized by an organization representing per
sons with diabetes as meeting standards for 
furnishing such services. In establishing pay
ment amounts for diabetes outpatient self
management training provided by physicians 
and determining the relative value for these 
services, the Secretary would be required to 
consult with appropriate organizations, in
cluding organizations representing persons 
or Medicare beneficiaries with diabetes. 

In addition, beginning January 1, 1998, the 
provision would extend Medicare coverage of 
blood glucose monitors and testing strips to 
Type II diabetics and without regard to a 
person's use of insulin (as determined under 
standards established by the Secretary in 
consultation with appropriate organization). 
The provision would also reduce the national 
payment limit used by Medicare for testing 
strips by 10% beginning in 1998. 

The Secretary, in consultation with appro
priate organizations, would be required to es
tablish outcome measures, including 
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glysolated hemoglobin (past 90-day average 
blood sugar levels), for purposes of evalu
ating the improvement of the health status 
of Medicare beneficiaries with diabetes. The 
Secretary would also be required to submit 
recommendations to Congress from time to 
time on modifications to coverage of services 
for these beneficiaries. 

Effective date. Applies to items and serv
ices furnished on or after January 1, 1998. 

Section 4105. Identical provision. 
SENA TE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that were identical in the House bill 
and Senate amendment, with amendments 
(1) to clarify that the Secretary would deter
mine the times when diabetes self-manage
ment educational and training services 
would be considered appropriate, (2) to re
quire that physicians certify that services 
are needed to ensure therapy compliance or 
to provide necessary skills and knowledge; 
and (3) to postpone the effective date for cov
erage of diabetes outpatient self-manage
ment training services to July 1, 1998. 

This provision is intended to empower 
Medicare beneficiaries with diabetes to bet
ter manage and control their condition. The 
Conferees believe that this provision will 
provide significant Medicare savings over 
time due to reduced hospitalizations and 
complications arising from diabetes. The 
provision would allow reimbursement for 
physicians, as well as other providers des
ignated by the Secretary who currently are 
reimbursed by Medicare. The Conferees in
tend that these additional classes of pro
viders have expertise in diabetes self-man
agement training and, consistent with the 
standards set forth in the provision, dem
onstrate the ability to provide counseling 
and training in a cost-effective way to bene
ficiaries. In addition, the Conferees are 
aware that there are a wealth of innovative 
disease management programs that are not 
now covered by Medicare. However, there is 
not sufficient evidence at this time that in
dicates these programs will be cost-effective 
for Medicare. 

BONE MASS MEASUREMENT 

Sections 10106 and 4106 of House bill and 
Section 5104 of Senate amendment 

CURRENT LAW 

Medicare does not include specific cov
erage of bone mass measurement. 

HOUSE BILL 

Section 10106. Authorizes coverage of bone 
mass measurement procedures for the fol
lowing high risk persons: an estrogen-defi
cient woman at clinical risk for 
osteoporosis; an individual with vertebral 
abnormalities; an individual receiving long
term glucocorticoid steroid therapy, and an 
individual with primary 
hyperparathyroidism, or an individual being 
monitored to assess the response to or effi
cacy of an approved osteoporosis drug ther
apy. Covered procedures are radiologic or 
radioisotopic procedure or other procedure 
approved by the FDA for the purpose of iden
tifying bone mass or detecting bone loss or 
deterioration; it would include a physician's 
interpretation. The Secretary would be re
quired to establish frequency limits. Pay
ments would be made under the physician fee 
schedule. 

Effective Date. Applies to measurements 
performed on or after July 1, 1998. 

Section 4106. Identical provision. 
SENATE AMENDMENT 

Similar provision except: (1) specifies that 
an estrogen-deficient individual who is at 

clinical risk of developing osteoporosis is 
one who is also considering treatment; (2) re
fers to FDA "approved technology" rather 
than " other procedure" approved by the 
FDA; (3) does not include provisions relating 
to payment under the physician fee schedule. 

Effective Date. Applies to measurements 
performed on or after January 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

VACCINES OUTREACH EXPANSION 

Sections 10107 and 4107 of House bill 
CURRENT LAW 

The Health Care Financing Administra
tion, in conjunction with the Centers for Dis
ease Control and the National Coalition for 
Adult Immunization, conducts an Influenza 
and Pneumococcal Vaccination Campaign. 
The Campaign is scheduled to cease oper
ations in 2000. 

HOUSE BILL 

Section 10107. Extends the campaign 
through the end of FY 2002. It would author
ize appropriations of $8 million for each fis
cal year 1998-2002 to the Campaign; 60% of 
the appropriation would come from the Fed
eral Hospital Insurance Trust Fund and 40% 
from the Federal Supplementary Medical In
surance Trust Fund. 

Effective Date. Enactment 
Section 4107. Similar provision, except that 

it appropriates the funds. 
SENATE AMENDMEN'f 

No provision. 
CONFERENCE AGREEMEN'r 

The conference agreement includes the 
House provision as contained in Section 
10107. 

There is evidence that education and out
reach efforts alone can increase immuniza
tion rates. For example, pneumonia and in
fluenza vaccination rates have increased 8 
percent during the past few years due largely 
to educational outreach efforts. Therefore, 
this provision is intended to nearly double 
the $9 million annual budget of the Health 
Care Financing Administration's Influenza 
and Pneumococcal Vaccination Campaign 
through 2000, and extend the program for two 
additional years through 2002. 

STUDY ON PREVENTIVE BENEFITS 

Sections 10108 and 4108 of House bill and 
Section 5105 of Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10108. Requires the Secretary to re
quest the National Academy of Sciences, in 
conjunction with the U. S. Preventive Serv
ices Task Force, to analyze the expansion or 
modification of preventive services covered 
under Medicare. The study would consider 
both the short term and long term benefits 
and costs to Medicare. The study would have 
to include specific findings with respect to 
the following: (1) nutrition therapy, includ
ing parenteral and enteral nutrition; (2) 
medically necessary dental care; (3) routine 
patient care costs for beneficiaries enrolled 
in approved clinical trial programs; and ( 4) 
elimination of time limitation for coverage 
of immunosuppressive drugs for transplant 
patients. The Secretary would be required to 
provide such funding as may be necessary in 
FY 1998 and FY 1999 

Effective Date. Enactment 
Section 4108. Similar provision, except also 

includes study of coverage for bone mass 
measurement. 

SENATE AMENDMENT 

Requires the Secretary to request the Na
tional Academy of Sciences, in conjunction 
with the U.S. Preventative Services Task 
Force, to analyze the expansion or modifica
tion of preventative benefits to include med
ical nutritional therapy services by a reg
istered dietitian. The Secretary would be re
quired to submit a report on the findings to 
the House Ways and Means and Commerce 
Committees and the Senate Finance Com
mittee. The report would include specific 
findings regarding cost to Medicare, savings 
to Medicare, clinical outcomes, and short 
and long term benefits to Medicare. The Sec
retary would provide for such funds as may 
be necessary for FY 1998 and FY 1999. 

Effective Date. Enactment 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification to clar
ify that the study applies to other benefits in 
addition to preventive benefits. Skin cancer 
screening would be added to the list of bene
fits studied. The study of nutrition therapy 
services would be modified to include the 
provision of such services by a dietician. 

The Conference agreement includes a study 
on both preventive and enhanced benefits in 
the Medicare program, including nutrition 
therapy services. Because of widespread in
terest in expanding and updating Medicare's 
current benefit package to focus more atten
tion on prevention, this provision is intended 
to signal the interest of the Conferees in con
tinuing to reexamine Medicare's benefits in 
light of evolving scientific evidence about 
the costs and benefits of various prevention 
initiatives. 

The Conferees recommend that the nutri
tion study include an examination of nutri
tional services provided by registered dieti
cians to Medicare beneficiaries in both indi
vidual and group · settings. The nutrition 
study should also examine the cost and bene
fits of treatment of obesity, which is a sig
nificant cause of morbidity and mortality in 
the United States. 

Subtitle C-Rural Initiatives 
SOLE COMMUNITY HOSPITALS 

Section 5151 of the Senate amendment 
CURRENT LAW 

Medicare designates certain hospitals as 
sole community hospitals (SCHs) that, be
cause of factors such as isolated location, 
weather conditions, travel conditions, or the 
absence of other hospitals, are the sole 
source of inpatient services reasonably avail
able in a geographic area, or are located 
more than 35 road miles from another hos
pital. 

An SCH may be paid the higher of the fol
lowing rates: a target amount based on FY 
1982 hospital-specific rates, updated to the 
present; a target amount based on FY 1987 
hospital-specific rates based on FY 1987, up
dated to the present; or the federal PPS pay
ment rate. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Beginning with discharges occurring in FY 
1998, substitutes for the base cost reporting 
period either (1) the allowable operating 
costs of inpatient hospital services for a cost 
reporting period beginning during FY 1994 in
creased (in a compounded manner) by the ap
plicable percentage increases applied to hos
pitals for discharges occurring in fiscal years 
1995, 1996, 1997, and 1998; or (2) the allowable 
operating costs of inpatient hospital services 
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for a cost reporting period beginning during 
FY 1995 increased (in a compounded manner) 
by the applicable percentage increase for dis
charges occurring in fiscal years 1995, 1996, 
1997, and 1998. The new base cost reporting 
period would be substituted if it resulted in 
an increase in the target amount for the 
SCH. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 

RURAL PRIMARY CARE HOSPITAL PROGRAM 

Section 10201 of the House bill and Section 
5153 of the Senate amendment 

CURRENT LAW 

Under the Essential Access Community 
Hospital (EACH) demonstration program, 
seven states received grants to develop rural 
health networks consisting of essential ac
cess community hospitals (EACHs) and rural 
primary care hospitals (RPCHs). In order to 
have been designated by a State as a RPCH, 
a facility was required to meet certain cri
teria, including a requirement that inpatient 
stays not exceed 72 hours. 

Montana also has a limited service hos
pital program called the Medical Assistance 
Facility (MAF). The Medical Assistance Fa
cility Demonstration Project in Montana has 
been in operation since 1988. The program op
erates under a waiver from HCF A that al
lows these limited service hospitals to be re
imbursed for providing treatment to Medi
care beneficiaries. In addition, HCF A sup
plies grant funding to the Montana Hospital 
Research and Education Foundation to pro
vide technical assistance, liaison, public edu
cation and other services to the MAFs. The 
first MAF was licensed and certified in 1990. 
Since then, a total of 12 MAFs have been li
censed and certified. Additional facilities are 
in the process of considering a conversion to 
this model. 

HOUSE BILL 

Expands the Medicare Rural Primary Care 
Hospital Program under which a state could 
designate one or more facilities as a rural 
primary care hospital (RPCH). A facility 
could be designated as a RPCH if it was a 
nonprofit or public hospital located in a 
county in a rural area that was located at a 
distance that corresponded to travel time of 
more than 30 minutes from another hospital 
or RPCH, or was certified by the state as 
being a necessary provider of health care 
services. A RPCH would be required to pro
vide 24-hour emergency care services, pro
vide not more than 15 acute care inpatient 
beds and a total of 25 swing beds for pro
viding inpatient care for a period not to ex
ceed 96 hours (except under certain condi
tions), and would not have to meet all the 
staffing requirements that apply to hospitals 
under Medicare. 

RPCHs would be required to have agree
ments with at least one hospital for patient 
referral and transfer, the development and 
use of communication systems including te
lemetry systems and systems for electronic 
sharing of patient data, and the provision of 
emergency and non-emergency transpor
tation between the facility and the hospital. 
Each RPCH would also be required to have 
an agreement concerning credentialing and 
quality assurance with at least one hospital , 
peer review organization or equivalent enti
ty, or other appropriate and qualified entity 
identified by the state. 

Payment for inpatient and outpatient serv
ices provided at RPCHs would be made on 
the basis of the reasonable costs of providing 

such services. Reasonable cost payment 
would also continue for designated EACH 
hospitals, as well as for the MAF demonstra
tion program. 

Effective Date. Applies to services fur
nished in cost reporting periods beginning on 
or after October 1, 1997. 

SENATE AMENDMENT 

Similar provision, except replaces the 
EACH program with the Medicare Rural Hos
pital Flexibility Program. The provision 
would require that facilities be located more 
than a 35-mile drive from another hospital or 
other health care facility. The Secretary 
would be authorized to award grants to 
states for activities related to engaging in 
planning and implementing a rural health 
care plan, engaging in planning and imple
menting rural health networks, and desig
nating facilities as critical access hospitals 
(CAHs). The provision would authorize ap
propriations of $25 million for each of the 
years FY 1998-2002 for the grants. 

CONl<,ERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments. The dis
tance requirement for facilities includes a 
15-mlle drive in the case of mountainous ter
rain or in areas with only secondary roads 
available. The conference includes the House 
provision that would allow States to des
ignate or the Secretary to certify facilities 
applying for the designation as long as the 
total number of beds used at any time for 
furnishing either extended care services or 
acute care inpatient services does not exceed 
25 beds and the number of beds used at any 
time for acute care inpatient services does 
not exceed 15 beds. Beds in a facility licensed 
as a distinct-part skilled nursing facility at 
the time the facility applied to the state for 
designation would not be counted. The Sec
retary would also be required to provide for 
an appropriate transition for facilities par
ticipating in the MAF demonstration pro
gram, and at the conclusion of the transition 
period, the demonstration would be termi
nated. 

The Critical Access Hospital (CAH) provi
sions of this legislation are largely based on 
both the successful MAF demonstration 
project in Montana and the EACH/RPCH 
demonstration project. 

Regarding MAFs, it is the intent of the 
Conferees that MAFs that are licensed and 
certified prior to the date of enactment will 
be grandfathered into the new CAH program. 
To ease this transition in Montana, the MAF 
demonstration project is extended until Oc
tober 1,1998 to allow the Secretary of HHS 
time to issue regulations for the CAH pro
gram. New facilities may still seek certifi
cation under the MAF demonstration until 
the demonstration project has been termi
nated. It is the intent of the Conferees that 
the MAF demonstration be folded into the 
new rural hospital flexibility program. It is 
the intent of the Conferees that there be no 
gap in grant money from HCFA to Montana 
in the event the grant program that accom
panies the CAH legislation is not in oper
ation as of October 1, 1998. If the new grant 
program is available prior to termination of 
the MAF demonstration, HCF A would be re
quired to terminate the grant money avail
able from the demonstration and provide 
money to Montana from the new grant pro
gram as long as there is no gap in the grant 
money. 

PROHIBITING DENIAL OF REQUEST BY RURAL 
REFERRAL CENTERS FOR RECLASSIFICATION 
ON BASIS OF COMPARABILITY OF WAGES 

Section 10202 of the House bill and Section 
5154 of the Senate amendment 

CURRENT LAW 

Rural Referral Centers are defined as: 
(1) rural hospitals having 275 or more beds; 

(2) hospitals having at least 50 percent of 
their Medicare patients referred from other 
hospitals or from physicians not on the hos
pital 's staff, at least 60 percent of their Medi
care patients residing more than 25 mile_s 
from the hospital, and at least 60 percent of 
the services furnished to Medicare bene
ficiaries living 25 miles or more from the 
hospital; or (3) rural hospitals meeting the 
following criteria for hospital cost reporting 
periods beginning on or after October 1, 1985: 

(a) a case mix index equal to or greater 
than the median case mix for all urban hos
pitals (the national standard), or the median 
case mix for urban hospitals located in the 
same census region, excluding hospitals with 
approved teaching programs; 

(b) a minimum of 5,000 discharges, the na
tional discharge criterion (3,000 in the case of 
osteopathic hospitals), or the median num
ber of discharges in urban hospitals for the 
region in which the hospital is located; and 
(c) at least one of the following three cri
teria: more than 50 percent of the hospital's 
medical staff are specialists, at least 60 per
cent of discharges are for inpatients who re
side more than 25 miles from the hospital, or 
at least 40 percent of inpatients treated at 
the hospital have been referred either from 
physicians not on the hospital's staff or from 
other hospitals. 

Under Section 1886(d)(l0)(d), RRCs are al
lowed to apply to the Medicare Geographic 
Classification Review Board (MGCRB) to be 
reclassified for purposes of wage index ad
justment. (A wage index adjustment trans
lates to higher prospective payment system 
reimbursement for the reclassified hos
pitals.) To be reclassified, RRCs must meet 
two thresholds: (1) the hospital 's average 
hourly wage must be at least 108 percent of 
the statewide rural hourly wage; and, (2) the 
hospital 's average hourly wage must be at 
least 84 percent of the average hourly wage 
of the target urban area to which the RRC is · 
applying. 

RRCs were paid prospective payments 
based on the applicable urban payment 
amount rather than the rural payment 
amount, as adjusted by the hospital's area 
wage index, until FY 1995 when the standard
ized payment amount for " other urban" and 
" rural" were combined into a single pay
ment category, " other areas." 

OBRA 93 extended the classification 
through FY 1994 for those referral centers 
classified as of September 30, 1992. 

HOUSE BILL 

Prohibits the Medicare Geographic Classi
fication Review Board (MGCRB) from reject
ing a hospital 's request for reclassification 
on the basis of any comparison between the 
average hourly wage of any hospital ever 
classified as a RRC and the average hourly 
wage of hospitals in the area in which the 
RRC is located. The provision would also 
permanently grandfather RRC status for any 
hospitals designated since 1991. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
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HOSPITAL GEOGRAPHIC RECLASSIFICATION 

PERMITTED FOR PURPOSES OF DISPROPOR
TIONATE SHARE PAYMENT ADJUSTMENTS 

Section 10203 of the House bill 
CURRENT LAW 

The MGCRB is required to consider appli
cations from PPS hospitals requesting that 
the Secretary change the hospital's geo
graphic classification for purposes of deter
mining for a fiscal year the hospital's aver
age standardized amount and the wage index 
used to adjust the DRG payment to reflect 
area differences in hospital wage levels. 

HOUSE BILL 
Permits hospitals to request geographic re

classification for purposes of receiving addi
tional disproportionate share hospital (DSH) 
payment amounts provided to hospitals that 
treat a disproportionate share of low-income 
patients. The provision would require the 
Board to apply the guidelines established for 
reclassification for the standardized amount 
to applications for DSH payments until the 
Secretary promulgates separate guidelines 
for reclassification for DSH. 

Effective Date. Enactment. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with an amendment to limit the 
geographic reclassification for DSH pay
ments to the period beginning on the date of 
enactment and ending 30 months after enact
ment. 

It is the intent of Conferees to allow eligi
ble rural hospitals to be reclassified for pur
poses of receiving a DSH adjustment until 
such time as a new DSH methodology is 
adopted that more accurately distributes 
Medicare DSH payments to hospitals in both 
rural and urban areas. 

MEDICARE-DEPENDENT SMALL RURAL 
HOSPITAL PAYMENT EXTENSION 

Section 10204 of the House bill and Section 
5152 of the Senate amendment 

CURREN'!' LAW 
Medicare-dependent small rural hospitals 

are hospitals located in a rural area, with 100 
beds or less, that are not classified as a sole 
community provider, and for which not less 
than 60 percent of inpatient days or dis
charges in the hospital cost reporting period 
are attributable to Medicare. These hospitals 
were reimbursed on the same basis as sole 
community hospitals. The designation for 
Medicare-dependent small rural hospitals ex
pired on October 1, 1994. 

HOUSE BILL 
Reinstates and extends the classification, 

and extends the target amount for inpatient 
costs through October 1, 2001. The provision 
would also permit hospitals to decline re
classification. 

Effective Date. Applies to discharges oc
curring on or after October 1, 1997. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment. 

RURAL HEALTH CLINIC (RHO) SERVICES 
Sections 10618 and 4618 of the House bills and 

Section 5155 of the Senate amendment 
CURRENT LAW 

Medicare establishes payment limits for 
RHO services provided by independent 
(RHCs). RHCs, among other requirements, 

must have appropriate procedures for utiliza
tion review of clinic services. The Secretary 
is required to waive the RHO requirement for 
certain staffing of health professionals if the 
clinic has been unable to hire a physician as
sistant, nurse practitioner, or certified 
nurse-midwife in the previous nine years. 
The Secretary is prohibited from granting a 
waiver to a facility if the request for the 
waiver is made less than 6 months after the 
date of the expiration of previous waiver of 
the facility. RH Cs are required to be located 
in a health professional shortage area. For 
RHCs that are in operation and subsequently 
fail to meet the requirement of being located 
in a health professional shortage area, the 
Secretary would be required to continue to 
consider the facility to meet the heal th pro
fessions shortage area requirement. 

HOUSE BILL 
Section 10618. Applies per-visit payment 

limits to all RHOs, other than such clinics in 
rural hospitals with less than 50 beds. The 
provision would require that RHCs have a 
quality assessment and performance im
provement program, in addition to appro
priate procedures for utilization review. The 
provision would amend the waiver on the 
staffing requirement, to provide a waiver if 
the facility cannot meet the requirement of 
having a nurse practitioner, physician assist
ant, or a certified nurse-midwife available 
50% of the time the clinic operates; such a 
waiver would only be available to clinics 
once they have been certified. The provision 
would require that shortage designations for 
RHOs be reviewed every three years. The 
provision would further amend the shortage 
area requirement by adding that RHOs must 
be located in an area in which there are in
sufficient numbers of needed health care 
practitioners as determined by the Sec
retary. The provision would require that op
erating RHCs that subsequently fail to meet 
the requirement of being located in a health 
professional shortage area continue to be 
considered to meet the health professional 
shortage requirement, but only when, under 
criteria established by the Secretary in regu
lations, the RHCs are determined to be es
sential to the delivery of primary care serv
ices that would otherwise be unavailable in 
the geographic area served by the clinic. The 
Secretary would be required to issue final 
regulations implementing the grandfathered 
clinics that would take effect no later than 
January 1 of the third calendar year begin
ning at least one month after enactment. 

Effective Date. Per-visit payment limit 
provision applies to services furnished after 
1997. The provision on the assurance of qual
ity assessment would take effect on January 
l, 1998. The waiver of staffing requirements 
provision would apply to waiver requests 
made after 1997. The refinement of the short
age area requirements provision would go 
into effect on January 1 of the first calendar 
years after enactment. The grandfathered 
clinics provision would take effect on the ef
fective date of the regulations required by 
the provision. 

Section 4618. Identical provision. 
SENATE AMENDMENT 

Similar provision, except requires the Sec
retary to include in the regulations issued to 
implement the grandfathered clinics, provi
sions for the direct payment to the physician 
assistant (PA) for any PA services provided 
at a RHO that is principally owned, as deter
mined by the Secretary, by a PA as of the 
date of enactment and continuously from 
that date through the date on which services 
are provided. The PA payment provision 

would sunset (not apply) after January 1, 
2003. 

Effective Date. Takes effect on the effec
tive date of regulations issued for grand
fathered RHCs. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment, with amendments to in
clude the provision for payment of certain 
PAs through January 1, 2003 from the Senate 
amendment, and to require the Secretary to 
issue final regulations for implementing the 
grandfathered RHOs no later than January 1, 
1999. 

GEOGRAPHIC RECLASSIFICATION FOR CERTAIN 
DISPROPORTIONATELY LARGE HOSPITALS 

SECTION 10205 OF THE HOUSE BILL 
CURRENT LAW 

OBRA 1989 created the five member panel 
and set forth criteria for the Medicare Geo
graphic Classification Review Board 
(MGORB) to use in issuing its decisions con
cerning geographic reclassification of hos
pitals as rural or urban for prospective pay
ment purposes of Medicare's hospital reim
bursement. In 1992, HCFA issued guidelines 
requiring that hospitals seeking reclassifica
tion for years beginning with FY 1994 have 
an averag·e hourly wage of at least 108 per
cent of the average hourly wage of hospitals 
in its home region. 

HOUSE BILL 
Allows certain relatively large hospitals to 

be reclassified by the MGCRB if the hospital 
has 40 percent of the wages in a region and 
its wages are 108 percent or higher than the 
other hospitals in the region. 

Effective Date. Enactment. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with an amendment clari
fying that the provision would apply to hos
pitals that applied in each of the fiscal years 
1992-1997 and were subsequently approved for 
reclassification for purposes of the wage 
index. 

FLOOR ON AREA WAGE INDEX 
SECTION 10206 OF THE HOUSE BILL AND SECTION 

5467 OF THE SENATE AMENDMENT 
CURRENT LAW 

As part of the methodology for deter
mining prospective payments to hospitals 
under PPS, the Secretary is required to ad
just a portion of the standardized amounts 
for area differences in hospital wage levels 
by a factor reflecting the relative hospital 
wage level in the geographic area of the hos
pital compared to the national average hos
pital wage level. 

HOUSE BILL 
Provides that, for discharges occurring on 

or after October 1, 1997, the area wage index 
applicable for any hospital which was not lo
cated in a rural area could not be less than 
the area wage indices applicable to hospitals 
located in rural areas in the state in which 
the hospital was located. The Secretary 
would be required to make any adjustments 
in the wage index in a budget neutral man
ner. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Identical provision on the area wage index. 
In addition, the Senate amendment provides 
that in the case of a hospital that is owned 
by a municipality and that was reclassified 
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as an urban hospital for FY 1996, in calcu
lating the hospital's average hourly wage for 
the purposes of geographic reclassification 
for FY 1998, the Secretary would be required 
to exclude the general service wages and 
hours of personnel associated with a skilled 
nursing facility that is owned by the hos
pital of the same municipality and that is 
physically separated from the hospital to the 
extent that such wages and hours of such 
personnel are not shared with the hospital 
and are separately documented. A hospital 
that applied for and was denied reclassifica
tion as an urban hospital for FY 1998, but 
that would have received reclassification had 
the exclusion required by this section been 
applied to it, would be reclassified as an 
urban hospital for FY 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
MEDICARE REIMBURSEMENT FOR TELEHEALTH 

SERVICES 

Section 5156 of the Senate amendment 
CURRENT LAW 

HCF A is currently conducting a 3-year 
demonstration project under which Medicare 
will pay for telemedicine services at 57 Medi
care-Certified facilities. The demonstration 
will focus on medical consultations between 
medical specialists located at medical center 
facilities and primary care providers treat
ing Medicare patients at remote rural sites. 
Five telemedicine centers are participating 
in the project. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary, no later than July 
1, 1998, to make payments under Part B of 
Medicare for professional consultation via 
telecommunications systems with a health 
care provider furnishing a service for which 
Medicare payment would be made for a bene
ficiary residing in a rural county that was 
designated as a health professional shortage 
area, or is a rural county not adjacent to a 
Metropolitan Statistical Area. 

The Secretary would be required to develop 
a methodology for making such payments 
taking into account the findings of the re
port on Medicare payments for telemedicine 
that was required by the Health Insurance 
Portability and Accountability Act of 1996 
(P.L. 104-191), and any other findings related 
to the clinical efficacy and cost-effectiveness 
of telehealth applications. The Secretary 
would be required to develop a payment 
methodology that would (1) include bundled 
payments to be shared between the referring 
health care provider and the consulting pro
vider that could not be greater than the cur
rent fee schedule of the consulting health 
care providers for the services provided, and 
(2) would not include any reimbursement for 
any line charges or any facility fees. 

The provision would require the Secretary 
to submit a report to Congress no later than 
January 1, 1998, which would analyze in de
tail: (1) how telemedicine and telehealth sys
tems are expanding access to heal th care 
services; (2) the clinical efficacy and cost-ef
fectiveness of telemedicine and telehealth 
applications; (3) the quality of telemedicine 
and telehealth services delivered; and (4) the 
reasonable cost of telecommunications 
charges incurred in practicing telemedicine 
and telehealth in rural, frontier, and under
served areas. 

The provision would require the Secretary 
to submit a report to Congress by January 1, 
1999, that would examine the possibility of 

making Medicare Part B payments for pro
fessional consultation via telecommuni
cations systems to beneficiaries who do not 
reside in a rural area designated as a health 
manpower shortage area, who are home
bound or nursing homebound, and for whom 
being transferred for health care services im
poses a serious hardship. The report would be 
required to contain a detailed statement of 
the potential costs to Medicare of making 
these payments using various reimburse
ment schemes. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments. The Sec
retary would be required to make Part B 
payments for telehealth services by no later 
than January 1, 1999. In determining the 
amount of payments for telehealth services; 
the payments would be subject to Medicare 
coinsurance and deductible requirements, 
and balanced billing limits would apply to 
services furnished by non-participating phy
sicians. Beneficiaries could not be billed for 
any telephone line charges or any facility 
fees. In addition, payment for telehealth 
services would be increased annually by the 
update factor for physician services under 
the fee schedule. 

It is the intent of the Conferees that the 
enhanced Medicare reimbursement provided 
by the conference agreement not inadvert
ently modify the payment provided to par
ticipants in the on-going HCF A telemedicine 
demonstration projects. 
INFORMATICS, TELEMEDICINE, AND EDUCATION 

DEMONSTRATION PROJECT 

Sections 10207 and 4206 of the House bills and 
Section 5157 of the Senate amendment 

CURREN'r LAW 

HCF A is currently conducting a 3-year 
demonstration project under which Medicare 
will pay for telemedicine services at 57 Medi
care-Certified facilities. The demonstration 
will focus on medical consultations between 
medical specialists located at medical center 
facilities and primary care providers treat
ing Medicare patients at remote rural sites. 
Five telemedicine centers are participating 
in the project. 

HOUSE BILL 

Requires the Secretary to conduct, no 
later than 9 months after enactment, a 4-
year demonstration project designed to use 
eligible health care provider telemedicine 
networks to apply high-capacity computing 
and advanced networks for the provision of 
health care to Medicare beneficiaries who 
are residents of medically underserved rural 
and inner-city areas. The project would focus 
on improvements in primary care and pre
vention of complications for those residents 
with diabetes mellitus. The Secretary would 
be required to waive any Medicare provisions 
necessary to provide payment for services 
under the project. The objectives of the 
project would include: (1) improving patient 
access to and compliance with appropriate 
care guidelines for chronic diseases through 
direct telecommunications links with infor
mation networks; (2) developing a cur
riculum to train, and provide standards for 
credentialing and licensure of, health profes
sionals (particularly primary care) in the use 
of medical informatics and telecommuni
cations; (3) demonstrating the application of 
advanced technologies to assist primary care 
providers in assisting patients with chronic 
illnesses in a home setting; ( 4) applying med
ical informatics to residents with limited 
English language skills; (5) developing stand-

ards in the application of telemedicine and 
medical informatics; and (6) developing a 
model for the cost-effective delivery of pri
mary and related care both in a managed 
care and fee-for-service environment. 

The provision defines an eligible health 
care provider telemedicine network as a con
sortium that includes at least one tertiary 
care hospital (but no more than two such 
hospitals) , at least one medical school, no 
more than four facilities in rural or urban 
areas, and at least one regional tele
communications provider that meets certain 
additional requirements. The prov1s10n 
would define those services to be covered 
under Part B for the purposes of this dem
onstration project. Medicare payment for 
covered Part B services would be made at a 
rate of 50% of the reasonable costs of pro
viding such services. The Secretary would be 
required to recognize the following project 
costs as permissible costs for coverage under 
Part B: (1) the acquisition of telemedicine 
equipment for use in patient homes; (2) cur
riculum development and training of health 
professionals in medical informatics and 
telemedicine, (3) payment of certain tele
communications costs, including costs of 
telecommunications between patients' 
homes and the eligible network and between 
the network and other entities under the ar
rangements described in the bill; and (4) pay
ments to practitioners and providers under 
Medicare. Costs not covered under Part B 
would include: (1) purchase or installation of 
transmission equipment, (2) the establish
ment or operation of a telecommunications 
common carrier network, (3) the costs of 
construction (except for minor renovations 
related to the installation of reimbursable 
equipment), or (4) the acquisition or building 
of real property. 

The total amount of Medicare payments 
permitted under the project would be $30 
million. The project would be prohibited 
from imposing cost sharing on a Medicare 
beneficiary for the receipt of services under 
the project of more than 20% of the recog
nized costs of the project attributable to 
these services. 

The Secretary would be required to submit 
to the House Committees on Ways and 
Means and Commerce and the Senate Com
mittee on Finance interim reports on the 
project and a final report on the project 
within 6 months of the conclusion of the 
project. The final report would be required to 
include an evaluation of the impact of the 
use of telemedicine and medical informatics 
on improving the access of Medicare bene
ficiaries to health care services, on reducing 
the costs of such services, and on improving 
the quality of life of such beneficiaries. 

Effective Date. Enactment. 
Section 4206. Identical provision. 

SENATE AMENDMENT 

Similar provision, except establishes a 5-
year demonstration project to study the use 
of eligible health care provider telemedicine 
networks to implement high-capacity com
puting and advanced networks to improve 
primary care, improve access to specialty 
care, and provide educational and training 
support to rural practitioners. The Secretary 
would be required to waive any Medicare, 
title XI of the Social Security Act, or Med
icaid provisions necessary to conduct the 
project. The provision would not include the 
objectives of improving patient access to and 
compliance with appropriate care guidelines 
for individuals with diabetes mellitus 
through direct telecommunications links 
with information networks, or the applica
tion of medical informatics to residents with 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16427 
limited English language skills, but would 
include the objective of improving access to 
primary and specialty care and the reduction 
of inappropriate hospital visits in order to 
improve patient quality-of-life and reduce 
overall health care costs. 

The provision would allow an eligible tele
medicine network to include no more than 
six facilities, including at least three rural 
referral centers in rural areas and require 
that the consortium would be located in a re
gion that is predominantly rural. 

The total amount of Medicare payments 
permitted under the project would be $27 
million. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with modifications. 

Subtitle D-Anti-Fraud and Abuse 
Provisions and Administrative Efficiencies 

PERMANENT EXCLUSION FOR THOSE CONVICTED 
OF 3 HEALTH CARE RELATED CRIMES 

Section 10301 and 4301 of House bill 
CURRENT LAW 

Section 1128(a) of the Social Security Act 
directs the Secretary of Health and Human 
Services to mandatorily exclude individuals 
and entities from participation in the Medi
care program and state heal th care programs 
(Medicaid, Title V Maternal and Child 
Health Block Grants, and Title XX Social 
Services Block Grants) upon conviction of 
certain criminal offenses including Medicare 
and Medicaid program-related crimes, pa
tient abuse crimes, health care fraud felo
nies, and felonies relating to controlled sub
stances. Such mandatory exclusions are, in 
most cases, for a minimum period of five 
years. 

HOUSE BILL 

Section 10301. Provides that if an indi
vidual has been mandatorily excluded by the 
Secretary of Health and Human Services 
from participation in Federal health care 
programs, as defined in Section 1128b(f) of 
the Social Security Act (see Section 10310(c) 
of this subtitle), and state health care pro
grams, because of a conviction relating to 
Medicare and Medicaid program-related 
crimes, patient abuse, or felonies related to 
health care fraud or controlled substances, 
that the exclusion be either for a period of 10 
years if the individual has been convicted on 
only one previous occasion of one or more of
fenses for which such an exclusion may be 
imposed, or that the exclusion be permanent 
if the individual has been convicted on two 
or more previous occasions of one or more of
fenses for which such an exclusion may be 
imposed. The provision would apply to exclu
sions based on a conviction occurring on or 
after the date of enactment of this section 
where the individual has had prior convic
tions occurring before, on or after the date of 
enactment of this section. 

Section 4301. Identical provision. 
Effective Date. Enactment. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with clarifying language. 
AUTHORITY TO REFUSE TO ENTER INTO MEDI

CARE AGREEMENTS WITH INDIVIDUALS OR EN
TITIES CONVICTED OF FELONIES 

Section 10302 and 4302 of House bill and 
Section 5201 of Senate amendment 

CURRENT LAW 

Section 1866 of the Social Security Act sets 
forth certain conditions under which pro-

viders may become qualified to participate 
in the Medicare program. The Secretary may 
refuse to enter into an agreement with a pro
vider, or may refuse to renew or may termi
nate such an agreement, if the Secretary de
termines that the provider has failed to com
ply with provisions of the agreement, other 
applicable Medicare requirements and regu
lations, or if the provider has been excluded 
from participation in a health care program 
under section 1128 or 1128A of the Social Se
curity Act. Section 1842 of the Social Secu
rity Act permits physicians and suppliers to 
enter in to agreements with the Secretary 
under which they become "participating" 
physicians or suppliers under the Medicare 
program. 

HOUSE BILL 

Section 10302. Adds a new section giving· 
the Secretary authority to refuse to enter 
into an agreement, or refuse to renew or ter
minate an agreement with a provider if the 
provider has been convicted of a felony under 
federal or state law for an offense which the 
Secretary determines is inconsistent with 
the best interests of program beneficiaries. 
This authority would extend to the Sec
retary's agreements with physicians or sup
pliers who become "participating" physi
cians or suppliers under the Medicare pro
gram. Similar provisions would apply to the 
Medicaid program. · 

Section 4302. Identical provision. 
Effective Date. Enactment, with applica

tion to new and renewed contracts on or 
after that date. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions which are identical in the House bill 
and the Senate amendment with clarifying 
language. 
IMPROVING INFORMATION 'fO MEDICARE BENE

FICIARIES (INCLUSION OF TOLL- FREE NUMBER 
TO REPORT MEDICARE WASTE, FRAUD, AND 
ABUSE IN EXPLANATION OF BENEFITS FORMS) 

Section 10303 and 4303 of the House bill and 
Section 5219 and 5222 of the Senate Amend
ment 

CURRENT LAW 

Carriers and fiscal intermediaries are the 
entities which process claims for Medicare. 
Intermediaries process claims submitted by 
institutional providers of services and car
riers process claims submitted by physicians 
and suppliers. 

HOUSE BILL 

Section 10303. Specifies that each expla
nation of benefits form contain a toll-free 
telephone number maintained by the Inspec
tor General in the Department of Heal th and 
Human Services for persons to report com
plaints and information about waste, fraud 
and abuse in Medicare services or billing for 
services. 

Section 4303. Identical provision. 
Effective Date. Effective for explanations 

of benefits as of such date, not later than 
January 1, 1999, as the Secretary provides. 

SENATE AMENDMENT 

While the Senate amendment also requires 
a toll-free fraud and abuse telephone number 
in each explanation of benefits, the provision 
is broader, including requirements regarding 
a beneficiary's right to request an itemized 
bill for Medicare services within 30 days, 
penalties for failure to comply with such re
quests, and procedures for review of itemized 
bills by the appropriate carrier or fiscal 
intermediary upon request. 

Effective Date. Effective for medical or 
other items or services provided on or after 
January 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision regarding a toll-free fraud 
and abuse telephone number and the Senate 
amendment with modifications regarding 
new statutory requirements for information 
to beneficiaries regarding fraud and abuse, 
explanation of benefits statements, and a 
beneficiary's right to request an itemized 
bill for Medicare. 
LIABILITY OF MEDICARE CARRIERS AND FISCAL 

INTERMEDIARIES FOR CLAIMS SUBMITTED BY 
EXCLUDED PERSONS 

Section 10304 and 4304 of House bill 
CURRENT LAW 

Carriers and fiscal intermediaries are the 
entities which process claims for Medicare. 
Intermediaries process claims submitted by 
institutional providers of services and car
riers process claims submitted by physicians 
and suppliers. 

HOUSE BILL 

Section 10304. Provides that agreements 
with fiscal intermediaries or carriers require 
that such organizations reimburse the Sec
retary for any amounts paid for services 
under Medicare which have been furnished, 
directed, or prescribed by an individual or 
entity during any period in which the indi
vidual or entity has been excluded from par
ticipation under Medicare, if the amounts 
have been paid after the fiscal intermediary 
or carrier has received notice of the exclu
sion. Similar restrictions would be imposed 
upon states under the Medicaid program. 

Section 4304. Identical provision. 
Effective Date. Applies to contracts and 

agreements entered into, renewed, or ex
tended after the date of enactment of this 
Act, but only ·with respect to claims sub
mitted on or after either January 1, 1998, or 
the effective date of the contract, whichever 
is later. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House provision. 
EXCLUSION OF ENTITY CONTROLLED BY FAMILY 

MEMBER OF A SANCTIONED INDIVIDUAL 

Section 10305 and 4305 of House bill and 
Section 5202 of Senate amendment 

CURRENT LAW 

Section 1128 of the Social Security Act au
thorizes the Secretary of HHS to impose 
mandatory and permissive exclusions of indi
viduals and entities from participation in 
the Medicare program, Medicaid program 
and programs receiving funds under the Title 
V Maternal and Child Health Services Block 
Grant, or the Title XX Social Services Block 
Grant. The Secretary may exclude any enti
ty which the Secretary determines has a per
son with a direct or indirect ownership or 
control interest of 5 percent or more in the 
entity or who is an officer, director, agent, 
or managing employee of the entity, where 
that person has been convicted of a specified 
criminal offense, or against whom a civil 
monetary penalty has been assessed, or who 
has been excluded from participation under 
Medicare or a state health care program. 

HOUSE BILL 

Section 10305. Provides that if a person 
transfers an ownership or control interest in 
an entity to an immediate family member or 
to a member of the household of the person 
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in anticipation of, or following, a conviction, 
assessment or exclusion against the person, 
that the entity may be excluded from par
ticipation in Federal health care programs 
on the basis of that transfer. The terms "im
mediate family member" and "member of 
the household" are defined in this section. 

Section 4305. Identical provision. 
Effective Date. Effective 45 days after en

actment. 

SENATE AMENDMENT 

Identical provision 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. The Conferees expect 
the Secretary to examine the facts and cir
cumstances of each case carefully before ap
plying this penalty. 

IMPOSITION OF CIVIL MONEY PENALTIES 

Section 10306 and 4306 of House bill and 
Section 5203 of Senate amendment 

CURRENT LAW 

Section 1128A of the Social Security Act 
sets forth a list of fraudulent activities re
lating to claims submitted for payments for 
items of services under a Federal health care 
program. Civil money penalties of up to 
$10,000 for each item or service may be as
sessed. In addition, the Secretary of HHS (or 
head of the department or agency for the 
Federal health care program involved) may 
also exclude the person involved in the 
fraudulent activity from participation in a 
Federal health care program, defined as any 
program providing health benefits, whether 
directly or otherwise, which is funded di
rectly, in whole or in part, by the United 
States Government (other than the Federal 
Employees Health Benefits Program). 

HOUSE BILL . 

Section 10306. Adds a new civil money pen
alty for cases in which a person contracts 
with an excluded provider for the provision 
of health care items or services, where the 
person knows or should know that the pro
vider has been excluded from participation 
in a Federal health care program. A civil 
money penalty is also added for cases in 
which a person provides a service ordered or 
prescribed by an excluded provider, where 
that person knows or should know that the 
provider has been excluded from participa
tion in a Federal heal th care program. 

Section 4306. Similar, but does not provide 
a civil money penalty for cases in which a 
person provides a service ordered or pre
scribed by an excluded provider. 

Effective Date. Enactment. 

SENATE AMENDMENT 

Identical to Ways and Means prov1s10n, 
with an additional provision providing a 
civil money penalty of $50,000 for each kick
back violation under Section 1128B(b) of the 
Social Security Act and- damages of up to 3 
times the total amount of remuneration of
fered, paid, solicited, or received under that 
section. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment providing civil money 
penalties for kickbacks and civil money pen
alties for persons who contract with ex
cluded provic'lers, with a modification elimi
nating the civil money penalty for services 
ordered or prescribed by an excluded indi
vidual or entity. 

DISCLOSURE OF INFORMATION AND SURETY 
BONDS 

Section 10307 and 4307 of House bill and 
Section 5211 of Senate amendment 

CURRENT LAW 

Section 1834(a) of the Social Security Act 
establishes requirements for payments under 
Medicare for covered items defined as dura
ble medical equipment. Home health agen
cies are required, under Section 1861(0) of the 
Social Security Act, to meet specified condi
tions in order to provide health care services 
under Medicare, including requirements, set 
by the Secretary, relating to bonding or es
tablishing of escrow accounts, as the Sec
retary finds necessary for the effective and 
efficient operation of the Medicare program. 

HOUSE BILL 

Section 10307. Requires that suppliers of 
durable medical equipment provide the Sec
retary with full and complete information as 
to persons with an ownership or control in
terest in the supplier, or in any subcon
tractor in which the supplier has a direct or 
indirect 5 percent or more ownership inter
est, other information concerning such own
ership or control, and a surety bond for at 
least $50,000. Home health agencies, com
prehensive outpatient rehabilitation facili
ties, and rehabilitation agencies would also 
be required to provide a surety bond for at 
least $50,000. The Secretary may impose the 
surety bond requirement which applies to 
durable medical equipment suppliers to sup
pliers of ambulance services and certain clin
ics that furnish medical and other health 
services (other than physicians' services). In 
each of . these cases the Secretary could 
waive the surety bond requirement if the en
tity provides a comparable surety bond 
under state law. 

Section 4307. Identical provision. 
Effective Date. Applies with respect to 

items and services furnished on or after Jan
uary 1, 1998. 

SENATE AMENDMENT 

Identical, except minor wording differences 
and provision that Secretary may also re
quire a supplier of durable medical equip
ment to provide evidence of compliance with 
applicable Medicare . conditions or require
ments through an accreditation survey con
ducted by a national accreditation body. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions in the House bill and the Senate 
amendment which are similar, with a modi
fication making all surety bond require
ments mandatory and eliminating the Sen
ate amendment language regarding accredi
tation, and with clarifying language. 

The Conferees wish to clarify that these 
surety bond requirements do not apply to 
physicians and other health care profes
sionals. 

PROVISION OF CERTAIN IDENTIFICATION 
NUMBERS 

Section 10308 and 4208 of House bill and 
Section 5212 of Senate amendment 

CURRENT LAW 

Section 1124 of the Social Security Act re
quires that entities participating in Medi
care, Medicaid and the Maternal and Child 
Health Block Grant programs (including pro
viders, clinical laboratories, renal disease fa
cilities, health maintenance organizations, 
carriers and fiscal intermediaries), provide 
certain information regarding the identity of 
each person with an ownership or control in
terest in the entity, or in any subcontractor 
in which the entity has a direct or indirect 

5 percent or more ownership interest. Sec
tion 1124A of the Social Security Act re
quires that providers under part B of Medi
care also provide information regarding per
sons with ownership or control interest in a 
provider or any subcontractor in which the 
provider has a direct or indirect 5 percent or 
more ownership interest. 

HOUSE BILL 

Section 1308. Requires that all Medicare 
providers supply the Secretary with both the 
employer identification number and Social 
Security account number of each disclosing 
entity, each person with an ownership or 
control interest, and any subcontractor in 
which the entity has a direct or indirect 5 
percent or more ownership interest. The Sec
retary of HHS is directed to transmit to the 
Commissioner of Social Security informa
tion concerning each social security account 
number and employer identification number 
supplied to the Secretary for verification of 
such information. The Secretary would reim
burse the Commissioner for costs incurred in 
performing the verification services required 
by this provision. The Secretary of HHS 
would report to Congress on the steps taken 
to assure confidentiality of Social Security 

. numbers to be provided to the Secretary of 
HHS under this section. 

Section 4308. Similar, but specifies that So
cial Security numbers would not be disclosed 
to other persons or entities, and use of such 
numbers would be limited to verification and 
matching purposes only. 

Effective Date. Effective 90 days after sub
mission of Secretary's report to Congress on 
confidentiality of Social Security numbers. 

SENATE AMENDMENT 

Identical to Ways and Means provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are similar in the House bill and 
the Senate amendment with modifications. 
Although the Conferees are aware of the 
widespread use of Social Security numbers 
as personal identifiers, the Conferees had 
concern about the confidentiality of such 
numbers under this new disclosure require
ment. Therefore, this provision provides for 
a study by the Secretary before this require
ment would become effective. In addition, 
the Conferees note that the disclosure of So
cial Security numbers and other personal 
identifiers to a Federal agency are protected 
by applicable provisions of the Privacy Act. 

ADVISORY OPINIONS REGARDING CERTAIN 
PHYSICIAN SELF-REFERRAL PROVISIONS 

Section 10309 and 4309 of House bill 
CURRENT LAW 

Section 1877 of the Social Security Act es
tablishes a ban on certain financial arrange
ments between a referring physician and an 
entity. Specifically, if a physician (or imme
diate family member) has an ownership or 
investment interest in or a compensation ar
rangement with an entity, the physician is 
prohibited from making certain referrals to 
the entity for services for which Medicare 
would otherwise pay. 

HOUSE BILL 

Section 10309. Requires the Secretary of 
HHS to issue written advisory opinions con
cerning whether a physician referral relating 
to designated health services (other than 
clinical laboratory services) is prohibited 
under Section 1877 of the Social Security 
Act. Such opinions would be binding as to 
the Secretary and the party requesting the 
opinion. To the extent practicable, the Sec
retary is to apply the regulations issued 
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under the advisory opinion provisions of Sec
tion 1128D of the Social Security Act to the 
issuance of advisory opinions under this pro
vision. 

Section 4309. Identical provision. 
Effective Date. Enactment. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. The conference agreement 
also clarifies the application of certain rules 
to advisory opinions. 

OTHER FRAUD AND ABUSE RELATED 
PROVISIONS 

Section 10310 and 4311 of House bill and 
Section 5221 of Senate amendment 

CURRENT LAW 

Section 1128D provides for safe harbors, ad
visory opinions, and fraud alerts as guidance 
regarding application of health care fraud 
and abuse sanctions. Section 1128E of the So
cial Security Act directs the Secretary of 
HHS to establish a national health care 
fraud and abuse data collection program for 
the reporting of final adverse actions against 
health care providers, suppliers, or practi
tioners. 

HOUSE BILL 

Section 10310. Makes certain technical 
changes in provisions added by the Health 
Insurance Portability and Accountability 
Act of 1996. The provision would also provide 
that mandatory and permissive exclusions 
under Section- 1128 apply to any Federal 
health care program, defined as any program 
providing health benefits, whether directly 
or otherwise, which is funded directly, in 
whole or in part, by the United States Gov
ernment (other than the Federal Employees 
Health Benefits Program). A new provision is 
added to the health care fraud and abuse 
data collection program to. provide a civil 
money penalty of up to $25,000 to be imposed 
against a health plan that fails to report in
formation on an adverse action required to 
be reported under this program. The Sec
retary would also publicize those govern
ment agencies which fail to report informa
tion on adverse actions as required. 

Section 4311. Identical provision. 
Effective Date. The change in the federal 

programs under which a person may be ex
cluded under Section 1128 of the Social Secu
rity Act would be effective on the date of en
actment of this Act. The sanction provision 
for failure to report adverse action informa
tion as required under Section 1128E of the 
Social Security Act would apply to failures 
occurring on or after the date of the enact
ment of this Act. The other amendments 
made by this section would be effective as if 
included in the enactment of the Health In
surance Portability and Accountability Act 
of 1996. 

SENATE AMENDMENT 

Identical, but with an additional provision 
clarifying that certain waivers and payments 
of premiums do not violate Section 1128A, as 
amended by the Health Insurance Port
ability and Accountability Act of 1996. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions in the House bill and the Senate 
amendment which are identical, with a 
modification adding the Senate amendment 
language clarifying the definition of "remu
neration" under Section 1128A(I)(6) of the 
Social Security Act, and adding additional 
clarifying language to that section. 

NOTIFICATION OF AVAILABILITY OF PROVIDERS 
AS PART OF DISCHARGE PLANNING PROCESS 

Section 4310 of House bill 
CURRENT LAW 

Hospitals are required to have a discharge 
planning process meeting certain require
ments. The discharge planning evaluation 
must include an evaluation of the patient's 
need for likely post-hospital services and the 
availability of those services. 

HOUSE BILL 

Includes, as part of this evaluation, the 
availability of those services through indi
viduals and entities that participate in Medi
care, serve the geographic area where the pa
tient resides, and request to be listed by the 
hospital as available. The provision would 
prohibit the discharge plan from specifying 
or otherwise limiting the qualified provider 
which may provide post-hospital care. The 
plan would also identify any provider (to 
whom the individual is referred} in which the 
hospital has a disclosable financial interest 
or which has such disclosable interest in the 
hospital. 

Effective Date. Discharge plan provisions 
would be effective 90 days after enactment. 
The Secretary of HHS would issue regula
tions implementing the information disclo
sure provisions within one year of date of en
actment, and such regulations would specify 
the effective date of such provisions. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification expand
ing the required notification of financial in
terest to include any post-hospital provider. 

COMPETITIVE BIDDING 

Section 4743 of House bill and Section 5218 of 
Senate amendment 

CURRENT LAW 

Medicare does not use competitive bidding 
for the selection of providers authorized to 
provide covered services to beneficiaries. 

HOUSE BILL 

Requires the Secretary, within 1 year of 
enactment, to establish and operate, over a 
2-year period, demonstration projects in two 
geographic areas selected by the Secretary. 
Under the demonstration, the amount of 
payment for selected items or services fur
nished in the region would be the amount de
termined pursuant to a competitive bidding 
process. The process would have to meet the 
requirements imposed by the Secretary to 
ensure cost-effective delivery to bene
ficiaries of items and services of high qual
ity. 

Provides that the Secretary would select 
the items and services based on a determina
tion that the use of competitive bidding 
would be appropriate and cost effective. The 
Secretary would be required to consult with 
an advisory task force which included rep
resentatives of providers and suppliers (in
cluding small business providers and sup
pliers) in each project region. 

SENATE AMENDMENT 

Requires the Secretary to establish com
petitive acquisition areas for furnishing Part 
B services (except for physicians services) as 
specified by the Secretary. The Secretary 
could establish different competitive acquisi
tion areas for different classes of items and 
services. The areas would be chosen based on 
availability and accessibility of entities able 
to furnish items and services and probable 
savings to be realized. 

Requires the Secretary to conduct a com
petition among individuals and entities sup
plying items and services for each area for 
each class of items and services. The Sec
retary could not award a contract unless the 
Secretary found that the entity met quality 
standards specified by the Secretary. Fur
ther, the Secretary would have to find that 
the total amounts to be paid are expected to 
be less than would otherwise be paid. A con
tract could not be let for an amount in ex
cess of the applicable fee schedule amount 
unless the Secretary determined that the 
amount of the excess is warranted by reason 
of technological innovation, quality im
provement, or similar reasons. Regardless, 
the total amount paid under the contract 
could not exceed the amount that would oth
erwise be paid. 

Authorizes the Secretary to specify con
tract terms. The Secretary would be author
ized to limit the number of contractors in an 
area to the number needed to meet projected 
demand. Payment could not be made in a 
competitive acquisition area to a non-con
tracting entity unless the Secretary found 
that the expenses were incurred in a case of 
urgent need or other circumstances specified 
by the Secretary. 

Effective Date. Applies to items and serv
ices furnished after December 31, 1997. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with an amendment to 
limit the Secretary's authority to the con
duct of demonstration projects. The Sec
retary would be authorized to implement not 
more than five such projects, at three sites 
each. The agreement would further specify 
that at least one competitive acquisition 
area would be for oxygen and oxygen equip
ment. 

The agreement would require the Sec
retary to evaluate the impact of establishing 
competitive acquisition areas on Medicare 
program savings, access, diversity of product 
selection, and quality. The Secretary would 
make annual reports to the House Commit
tees on Ways and Means and Commerce and 
the Senate Committee on Finance on the re
sults of the evaluation. If the Secretary de
termined that a demonstration project was 
successful at the end of three years, the Sec
retary could expand bidding for that item or 
service to additional sites. The GAO would 
be required to study the effectiveness of the 
competitive acquisition areas. 

All projects authorized under this provi
sion would terminate no later than Decem
ber 31, 2002. This provision would be effective 
on enactment. 

APPLICATION OF CERTAIN PROVISIONS OF THE 
BANKRUPTCY CODE 

Section 5213 of the Senate amendment 
CURRENT LAW 

Under the Bankruptcy Code, a provider can 
assert that any civil monetary penalty due 
to the Medicare program is discharged and 
does not survive the bankruptcy proceeding. 
Current law provides for various causes of 
exclusion from the Medicare program. How
ever, several bankruptcy courts have held 
that a provider may not be excluded from 
Medicare during the pendency of a bank
ruptcy proceeding because of the court's 
automatic stay. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Changes the current status of the United 
States as a creditor in a bankruptcy pro
ceeding involving a debtor who participates 
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in Medicare or Medicaid. It would exempt 
the United States from bankruptcy's auto
matic stay with respect to actions to exclude 
the debtor from program participation, to 
assess civll money penalties, or to deny, re
coup or setoff overpayments due to fraud 
(not including overpayments for medical 
services); it would specify that debts owed to 
the United States for certain overpayments, 
or for certain penalties are nondischarge
able; it would exclude debt repayments to 
the United States for certain overpayments 
from the Bankruptcy Code 's preferential 
transfer provision; it would permit the De
partment of HHS, not a U.S. bankruptcy 
court, to determine the allowability and fi
nality of debtor claims for payment; and it 
would provide special notice requirements. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The Conference agreement does not in
clude the bankruptcy provisions in the Sen
ate amendment, which would have barred 
bankruptcy courts from staying exclusions 
of physicians and other health care providers 
from Medicare, and from the 
dischargeability in a bankruptcy proceeding 
of fines and recovery of payments received 
through fraud. The Conferees recommend 
that the committees with jurisdiction over 
the Medicare program and over bankruptcy 
law continue to address these significant 
issues in other pending legislation. 

REPLACEMENT OF REASONABLE CHARGE FEE 
SCHEDULE 

Section 5214 of Senate amendment 
CURRENT LAW 

Medicare pays for most Part B services (in
cluding physicians services, lab services and 
durable medical equipment) on the basis of 
fee schedules. A few items are still paid on 
the basis of reasonable charges. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Provides that payment under Medicare 

Part B is to be based on the lessor of the ac
tual charge for the service or amounts deter
mined by the applicable fee schedule devel
oped by the Secretary for the particular 
service. The provision would make con
forming changes to Part B. For an enteral or 
parenteral pump furnished on a rental basis 
during a period of medical need, payment 
would be limited to 15 months of medical 
need after which payment could be made for 
maintenance and servicing of the pump in 
amounts reasonable and necessary to ensure 
proper operation. The provision would delete 
current provisions relating to determination 
of reasonable charges for services personally 
performed by teaching physicians and inher
ent reasonableness authority for deter
mining payments to physicians. 

Specifies that the Secretary in developing 
a fee schedule for a particular service shall, 
in the first year set payment amounts so 
that total payments for those services would 
be approximately equal to those which would 
have been made if the fee schedule had not 
been effect. 

Effective Date. Applies, to the extent the 
amendments substitute fee schedules for rea
sonable charges, to particular services as of 
the date specified by the Secretary. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with an amendment. 
Under the agreement; the Secretary would 
be authorized to implement a statewide or 
other areawide fee schedule for payment of 

specified items and services paid on a reason
able charge basis. The specified items and 
services are medical . supplies; home dialysis 
supplies and equipment; therapeutic shoes; 
parenteral and enteral nutrients, equipment, 
and supplies; electromyogram devices; sali
vation devices; blood products; and trans
fusion medicine. 

The agreement provides that the fee sched
ule would be updated each year by the per
centage increase in the CPI for the 12-month 
period ending the preceding June. No update 
could occur before 2003 for parenteral and en
teral nutrients, equipment, and supplies. The 
Secretary. in developing a fee schedule 
would be required to set amounts for the 
first year period to which the fee schedule 
applies so that total Medicare payments for 
those services would be approximately equal 
to the estimated total payments if those 
amendments had not been made. 

With regard to parenteral and enteral nu
trition, the Conferees recommend that the 
Secretary examine carefully the appropriate
ness of including the costs of professional 
services and variations in payments accord
ing to the setting where services are pro
vided. 
APPLICATION OF INHERENT REASONABLENESS 

TO ALL PART B SERVICES OTHER THAN PHY
SICIANS SERVICES 

Section 5215 of Senate amendment 
CURRENT LAW 

The Secretary is permitted to increase or 
decrease Medicare payments in cases where 
the payment amount is " grossly excessive or 
grossly deficient and not inherently reason
able." The Secretary 's authority to make 
these payment adjustments is generally re
ferred to as " inherent reasonableness au
thority". 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires the Secretary to describe by regu

lation the factors to be used in determining 
cases in which application of payment rules 
under Part B (other than to physicians serv
ices) results in the determination of an 
amount that is not inherently reasonable. 
The Secretary would provide in these cases 
for factors to be considered in establishing a 
realistic and equitable amount. 

Effective Date. Enactment 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with an amendment. The 
factors provided by the Secretary could not 
increase or decrease payment amounts by 
more than 15 percent from the preceding 
year for a particular item or service. The 
Conference agreement also includes addi
tional clarifying language. 

REQUIREMENT TO FURNISH DIAGNOSTIC 
INFORMATION 

Section 5216 of Senate amendment 
CURRENT LAW 

Physicians are required to provide diag
nostic codes when billing for services. 

HOUSE BILL 
No provision 

SENATE AMENDMENT 
Extends the requirement to furnish diag

nostic information to no~-physician practi
tioners. 

Specifies that physicians and non-physi
cian practitioners would be required to fur
nish diagnostic information to entities when 
ordering specified items or services furnished 
by such entities. Specifically they would be 

required to supply diagnostic information to 
the entity if the entity is required by the 
Secretary (or fiscal agent of the Secretary) 
to furnish such information as a condition of 
payment. This requirement would apply to 
diagnostic X-rays, diagnostic lab tests, and 
other diagnostic tests, durable medical 
equipment, prosthetic devices, and braces 
and artificial legs, arms and eyes. 

Effective Date. Applies to items and serv
ices furnished on or after January 1, 1998. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
REPORT BY GAO ON OPERATION OF FRAUD AND 

ABUSE CONTROL PROGRAM 
Section 5217 of Senate amendment 

CURRENT LAW . 
The Health Insurance Portability and Ac

countability Act of 1996 requires the first re
port by the General Accounting Office (GAO) 
not later than January 1, 2000 on the oper
ation of a new Medicare fraud and abuse con
trol program designed to improve investiga
tion and prosecution of fraud against the 
Medicare program. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires the first GAO report no later than 

June 1, 1998. 
Effective Date. Enactment. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
PROHIBITING UNNECESSARY AND WASTEFUL 
MEDICARE PAYMENTS FOR CERTAIN ITEMS 

Section 5220 and 5223 of Senate amendment 
CURRENT LAW 

The reasonable cost of medical services 
and items under Medicare is defined and lim
itations upon such costs are set forth in Sec
tion 1861(v) of t:q.e Social Security Act. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Specifies that reasonable costs would not 

include costs for entertainment, gifts, costs 
for fines and penalties under Federal or state 
law, or certain education expenses for 
spouses or dependents of providers of serv
ices, their employees or contractors. Section 
5223, with similar language, also includes 
personal use of motor vehicles as a non-reim
bursable charge under Medicare. 

Effective Date. Effective with respect to 
medical or other items or services provided 
on or after January 1, 1998. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with clarifying language. 
REDUCING EXCESSIVE BILLINGS AND 

UTILIZATION FOR CERTAIN ITEMS 
Section 5221 and 5224 of Senate amendment 

CURRENT LAW 
Medicare law authorizes the Secretary to 

develop and periodically update a list of 
DME items that are determined, on the basis 
of prior payment experience, to be fre
quently subject to unnecessary utilization 
throughout a carrier's entire service area or 
a portion of an area. The Secretary is also 
authorized to develop and periodically up
date a list of DME suppliers for whom the 
Secretary has found a substantial number of 
denied claims because items were not medi
cally necessary and reasonable or the Sec
retary has identified a pattern of overutiliza
tion resulting from the business practice of 
the supplier. 
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HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary to develop the list 
of DME items and suppliers (see also item 16, 
durable medical equipment below). 

Effective date. Enactment. 
CONFERENCE AGREEMENT. 

The conference agreement does not include 
the Senate provision. 
IMPROVED CARRIER AUTHORITY TO REDUCE EX

CESSIVE MEDICARE PA YMENTSIITEMIZATION 
OF SURGICAL DRESSINGS 

Sections 5225 and 5226 of Senate amendment 
CURRENT LAW 

Surgical dressings are paid according to 
the DME fee schedule for inexpensive and 
other routinely purchased items (with na
tional limited payment amounts based on 
1992 reasonable charge data, updated). Fee 
schedule payments do not apply to dressings 
furnished as an incident to a physician's 
service or by a home health agency. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Authorizes the Secretary to apply inherent 

reasonableness authority to payments for 
surgical dressings. Applies fee schedule to 
surgical dressings provided by a home health 
agency. (Note that other provisions on pro
spective payment for home health specify 
that all services covered and paid on a rea
sonable cost basis, including medical sup
plies, would be required to be included in the 
prospective rate.) 

Effective date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate provision. 

Subtitle E-Provisions Relating to Part A 
Chapter I-Payment of PPS Hospitals 

PPS HOSPITAL PAYMENT UPDATE 
Section 10501 of the House bill and Section 

5401 of the Senate amendment 
CURRENT LAW 

Hospitals are paid on the basis of a pro
spectively fixed payment rate for costs asso
ciated with each discharge. Each hospital's 
basic payment rate is based on a national 
standardized payment amount, which is 
higher for hospitals in large urban areas 
than for other hospitals. Each standardized 
payment amount is adjusted by a wage 
index. Payment also depends on the relative 
costliness of the case, based on the diagnosis 
related group (DRG) to which the discharge 
is assigned. Additional payments are made 
for the following: extraordinary costly cases 
(outliers); indirect costs of medical edu
cation; and for hos_pitals serving a dispropor
tionate share of low-income patients. Other 
exceptions and adjustments are made. 

PPS payment rates are annually updated 
using an "update factor." The annual update 
factor applied to increase the Federal base 
payment amounts is determined, in part, by 
the projected increase in the hospital mar
ket basket index (MBI), which measures the 
costs of goods and services purchased by hos
pitals. Under the Omnibus Budget Reconcili
ation Act of 1993 (OBRA 93), the PPS update 
factor in FY 1998 for all PPS hospitals is 
equal to the percentage increase in the mar
ket basket. 

HOUSE BILL 
Sets the update factor for FY 1998 at 0% for 

all hospitals in all areas; for FY 1999-2002, at 
MBI minus 1.0 percentage points for all hos-

pitals in all areas; and for FY 2003 and each 
subsequent fiscal year equal to the MBI for 
all hospitals in all areas. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Establishes a calendar year (CY) update 
cycle for PPS hospital payments. Hospital 
payment rates for FY 1997 would be contin
ued until January 1, 1998. For CY 1998, the 
annual update for PPS hospitals would be 
equal to the MBI minus 2.5 percentage 
points; for CY 1999, the MBI minus 1.3 per
centage points; for CY 2000-2002, the MBI 
minus 1.0 percentage point; and for CY 2003 
and each subsequent year, the MBI. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes 0% up
date for FY 1998; the MBI minus 1.9 percent
age points for FY 1999; the MBI minus 1.8 
percentage points for FY 2000; the MBI 
minus 1.1 percentage points for FY 2001 and 
FY 2002; and for FY 2003 and each subsequent 
fiscal year, the MBI percentage increase for 
all hospitals in all areas. The conference 
agreement includes a provision which would 
set a different update for certain non-teach
ing, non-DSH, and non-Medicare dependent 
hospitals to provide these hospitals with 
temporary relief. Hospitals would qualify for 
the higher update if they were located in 
states in which a non-teaching, non-DSH 
hospital received lower aggregate payments 
for their cost reporting periods beginning 
during FY 1995 than the aggregate allowable 
operating costs of inpatient hospital services 
for all such hospitals in the state. In addi
tion, the amount of payments for discharges 
occurring in the cost reporting period in
volved would have to be less than the allow
able operating cost of inpatient hospital 
services for such a hospital for such period. 
In FY 1998, these hospitals would receive a 
payment update equal to the update provided 
that year for all other hospitals plus 0.5 per
centage points; for FY 1999, a payment up
date equal to the update for that year pro
vided for all other hospitals plus 0.3 percent
age points. 

Regarding temporary relief for certain 
non-teaching, non-DSH hospitals, it is the 
intent of Conferees that these payment ad
justments be available for eligible hospitals 
for FY 1998 and FY 1999 to account for dis
proportionately low Medicare margins. 
Moreover, the conferees intend that Medi
care payments be paid to eligible hospitals 
in a timely manner, first through estimated 
interim payments, and then reconciled when 
the respective fiscal year cost reports are 
settled. 

Historically, the Health Care Financing 
Administration (HCF A) has analyzed only 
Medicare Provider Analysis and Review 
(MedPAR) data in its annual recalibration of 
diagnosis related group (DRG) relative 
weights and when considering whether to re
classify certain procedures within the DRG 
system. Because the International Classi
fication of Disease 9th Revision Clinical 
Modification (ICD-9-CM) system used in con
junction with MedPAR may not be fully up
dated to permit tracking the administration 
of inpatient drug therapies, certain drug 
therapies essentially are eliminated from 
HCF A's recalibration and reclassification 
process. Thus, in order to ensure that Medi
care beneficiaries have access to innovative 
new drug therapies, the Conferees believe 
that HCF A should consider, to the extent 
feasible, reliable, validated data other than 
MedPAR data in annually recalibrating and 
reclassifying the DRGs. Data collection 

should be done in such a manner so as to as
sure accurate reflection of drug utilization. 
The Conferees are concerned that because of 
the connection between reporting and pay
ment, drug therapies not already included in 
the DRG could be under-reported. Further
more, to the extent feasible, any new proce
dure coding system adopted under the Health 
Insurance Portability and Accountability 
Act of 1996, should consider a means of 
tracking the administration of drug thera
pies such that future MedPAR data shall 
contain information regarding the utiliza
tion of specific drugs. 

CAPITAL PAYMENTS FOR PPS HOSPITALS 
Section 10502 of the House bill and Section 

5402 of the Senate amendment 
CURRENT LAW 

In FY 1992, Medicare began phasing in pro
spectively-determined per case rates for cap
ital-related costs. During the 10-year transi
tion to a single capital rate, payments will 
reflect both hospital-specific costs and a sin
gle Federal capital payment rate. During the 
transition, hospitals are paid according to ei
ther a fully prospective method or a "hold 
harmless" method of payment. 

Capital payment rates are updated annu
ally. For the first 5 years of the transition to 
prospectively determined per-case rates, his
toricai cost increases we.re used to increase 
the Federal and hospital-specific rates. 
Under a budget neutrality requirement, per 
case capital rates were adjusted in the first 
5 years of the transition so that total pay
ments equaled 90 percent of estimated Medi
care-allowed capital costs. In FY 1996, the 
budget neutrality requirement was lifted. In 
addition, the cost-based updates are replaced 
by an "update framework" (developed by 
HCF A and proposed in the June 2, 1995 Fed
eral Register), which determines payment 
rate growth. This analytical framework is to 
take into account changes in the price of 
capital and appropriate changes in capital 
requirements resulting from development of 
new technologies and other factors. With the 
expiration of the budget neutrality language 
in 1996, the federal capital rate jumped 22.6 
percent. 

Medicare, through regulation, provides for 
capital exception payments for hospitals 
that incur unanticipated capital expendi
tures due to circumstances beyond the hos
pital's control. Eligible hospitals include: (1) 
sole community hospitals; (2) hospitals lo
cated in an urban area with at least 100 beds 
that qualify for DSH payments; and (3) hos
pitals with a combined inpatient Medicare 
and Medicaid utilization of at least 70%. In 
most instances, the additional payment is 
based on the minimum payment amount of 
85% of Medicare's share of allowable capital
related costs. The hospital must show that it 
obtained approval from a state planning au
thority for the capital project, must satisfy 
an age-of-asset test, and, in the case of an 
urban hospital, a specified excess capacity 
test. To be eligible for exception payments, 
the capital project must be completed during 
the period from the beginning of its first cost 
reporting period beginning on or after Octo
ber 1, 1991, to the end of its last cost report
ing period beginning before October 1, 2001, 
and have costs of at least: (1) $200 million; or 
(2) 100 percent of its operating cost during 
the first 12 month cost reporting period be
ginning on or after October 1, 1991. 

HOUSE BILL 
Requires the Secretary to rebase the cap

ital payment rates in FY 1998 using the ac
tual rates in effect in FY 1995, by applying 
the budget neutrality adjustment factor used 
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to determine the federal capital payment 
rate on September 30, 1995, to the unadjusted 
standard federal capital payment rate in ef
fect on September 30, 1997, and to the 
unadjusted hospital-specific rate in effect on 
September 30, 1997. · 

The provision would also revise the excep
tions process for certain capital projects pro
vided under PPS for eligible hospitals lo
cated in urban areas with over 100 beds. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except the prov1s10n 
would also amend the exceptions process for 
major capital projects provided in federal 
regulation to include, as eligible for an ex
ception, hospitals located in an urban area 
and has more than 300 beds, without regard 
to its disproportionate share patient per
centage or whether it qualifies for additional 
disproportionate share hospital (DSH) pay
ment amounts. The provision would amend 
the project size requirement to require that 
a hospital 's project costs must be at least 
150% of its operating costs during the first 
12-month cost reporting period beginning on 
or after October 1, 1991. The provision would 
also require the Secretary to reduce the fed
eral capital and hospital rates by up to $50 
million in a calendar year to ensure that the 
amended exceptions process would not result 
in an increase in the total amount that 
would have otherwise been paid in a fiscal 
year. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment on the rebasing of capital 
payment rates with an amendment to reduce 
the capital payment rate by an additional 
2.1 %. The conference agreement does not in
clude capital exceptions payment provisions. 

DISPROPORTIONATE SHARE 
Section 10503 of the House bill and Section 

5462 of the Senate amendment 
CURRENT LAW 

Under PPS, an adjustment is made to the 
payment to hospitals that serve a dispropor
tionate share of low-income patients. The 
disproportionate share hospital (DSH) ad
justment is intended to compensate hos
pitals that treat large proportions of low-in
come patients. The factors considered in de
termining whether a hospital qualifies for a 
DSH payment adjustment include the num
ber of beds, the hospital 's location, and the 
disproportionate patient percentage. A hos
pital 's disproportionate patient percentage 
is the sum of (1) the total number of inpa
tient days attributable to federal Supple
mental Security Income (SSI) beneficiaries 
divided by the total number of Medicare pa
tient days, and (2) the number of Medicaid 
patient days divided by total patient days, 
expressed as a percentage. A hospital is clas
sified as a DSH under any of the following 
circumstances: 

(1) If its disproportionate patient percent
age equals or exceeds: (a) 15 percent for an 
urban hospital with 100 or more beds, or a 
rural hospital with 500 or more beds (the lat
ter is set by regulation); (b) 30 percent for a 
rural hospital with more than 100 beds and 
fewer than 500 beds or is classified as a sole 
community hospital (SCH); (c) 40 percent for 
an urban hospital with fewer than 100 beds; 
or (d) 45 percent for a rural hospital with 100 
or fewer beds, or 

(2) if it is located in an urban area, has 100 
or more beds, and can demonstrate that, dur
ing its cost reporting period, more than 30 

percent of its net inpatient care revenues are 
derived from State and local government 
payments for care furnished to indigent pay
ments. (This provision is intended to help 
hospitals in States that fund care for low-in
come patients through direct grants rather 
than expanded Medicaid programs.) 

For a hospital qualifying on the basis of 
(l)(a) above, if its disproportionate patient 
percentage is greater than 20.2 percent, the 
applicable PPS payment adjustment factor 
is 5.88 percent plus 82.5 percent of the dif
ference between 20.2 percent and the hos
pital's disproportionate patient percentage. 
If the hospital 's disproportionate patient 
percentage is less than 20.2 percent, the ap
plicable payment adjustment factor is equal 
to: 2.5 percent plus 65 percent of the dif
ference between 15 percent and the hospital 's 
disproportionate patient percentage. If the 
hospital qualifies as a DSH on the basis of 
(l)(b), the payment adjustment factor is de
termined as follows: (a) if the hospital is 
classified as a rural referral center, the pay
ment adjustment factor is 4 percent plus 60 
percent of the difference between the hos
pital's disproportionate patient percentage 
and 30 percent; (b) if the hospital is a SCH, 
the adjustment factor is 10 percent; (c) if the 
hospital is classified as both a rural referral 
center and a SCH, the adjustment factor is 
the greater of 10 percent or 4 percent plus 60 
percent of the difference between the hos
pital's disproportionate patient percentage 
and 30 percent; and (d) if the hospital is not 
classified as either a SCH or a rural referral 
center, the payment adjustment factor is 4 
percent. 

If the hospital qualifies on the basis of 
(l)(c), the adjustment factor is equal to 5 per
cent. If the hospital qualifies on the basis of 
(l)(d), the adjustment factor is 4 percent. If 
the hospital qualifies on the basis of (2) 
above, the payment adjustment factor is 35 
percent. 

HOUSE BILL 
Freezes DSH pay men ts for discharges for 

FY 1998 and FY 1999. The Secretary would be 
required to develop a proposal to modify the 
current definitions for DSH payments and 
transmit the proposal to the Ways and 
Means and Finance Committees by April 1, 
1999. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Applies the current formula with a 4% re
duction in the DSH adjustment from October 
1, 1997 to January 1, 1999. For calendar years 
1999-2002, the Secretary would be required to 
apply an additional 4 percent reduction each 
year in the DSH adjustment. By January 1, 
1999, the Secretary would be required to es
tablish a new formula that takes into ac
count Medicaid and Medicare SSI bene
ficiaries, and uncompensated/charity care. 
The new formula would be required to have 
a single (one) threshold for all hospitals. In 
each calendar year that the formula applied, 
the additional payment determined for a cal
endar year could not exceed an amount equal 
to the additional payment that would have 
been determined without the formula, re
duced by 8% in CY 1999; 12% in CY 2000; 16% 
in CY 2001; 20% in CY 2002; and by 0% in CY 
2003 and subsequent calendar years. 

Effective Date. Applies to discharges oc
curring on and after October 1, 1997. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with amendments. The cur
rent DSH payment formula amounts would 
be reduced by 1 % for FY 1998; 2% in FY 1999; 
3% in FY 2000; 4% in FY 2001; 5% in FY 2002; 

and 0% in FY 2003 and each subsequent fiscal 
year. The conference agreement includes a 
requirement that the Secretary submit to 
the House Ways and Means and Senate Fi
nance Committees, no later than 1 year after 
enactment, a report that contains a formula 
for determining additional DSH payments to 
hospitals. In determining the formula, the 
Secretary would be required to establish a 
single threshold for costs incurred by hos
pitals in serving low-income patients, and 
consider the following costs: (1) the costs in
curred of furnishing hospital services to indi
viduals entitled to Medicare Part A and SSI; 
and (2) the costs incurred by the hospital of 
furnishing services to individuals receiving 
Medicaid who are not entitled to benefits 
under Part A of Medicare, including individ
uals enrolled in a managed care organization 
or any other managed care plan under Med
icaid and individuals who receive medical as
sistance in a state with an 1115 waiver under 
Medicaid. In developing the formula, the 
Secretary would be allowed to require hos
pitals receiving DSH payments to submit 
any information the Secretary requested to 
develop the formula . 
MEDICARE CAPITAL ASSET SALES PRICE EQUAL 

TO BOOK VALUE 
Section 10504 of the House bill and Section 

5463 of the Senate amendment 
CURRENT LAW 

Medicare provides for establishing an ap
propriate allowance for depreciation and for 
interest on capital indebtedness and a return 
on equity capital when a hospital has under
gone a change of ownership. The valuation of 
the asset is the lesser of the allowable acqui
sition costs of the asset to the owner of 
record, or the acquisition cost of such asset 
to the new owner. 

HOUSE BILL 
Eliminates the allowance for return on eq

uity capital, and provides for a depreciation 
adjustment of the historical cost of the asset 
recognized by Medicare, less depreciation al
lowed, to the owner of record as of the date 
of enactment of this bill, or to the first 
owner of record of the asset in the case of an 
asset not in existence as of the date of enact
ment. 

Effective date. Applies to changes of own
ership that occur beginning three months 
after enactment. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment. 
ELIMINATION OF INDIRECT MEDICAL EDUCATION 

(IME) ADJUSTMENT AND DSH PAYMENTS AT
TRIBUTABLE TO OUTLIER PAYMENTS 
Section 10505 of the House bill and Section 

5464 of the Senate amendment 
CURRENT LAW 

Medicare provides outlier payments to hos
pitals that are intended to protect them 
from the risk of large financial losses associ
ated with cases having exceptionally high 
costs or unusually long hospital stays. Be
ginning in ·FY 1998, the length of stay outlier 
policy will terminate, and hospitals will re
ceive outlier payments only for very high 
cost cases. For each DRG, a specific dollar 
loss threshold is set, and outlier payments 
are calculated based on the amount by which 
a hospital's costs exceed this loss threshold. 
For teaching and disproportionate share hos
pitals, however, their estimated cost for each 
case is reduced by the amount of the hos
pital 's IME and DSH payment adjustments. 
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The amount by which the estimated cost ex
ceeds the outlier threshold thus is less for a 
case treated at a teaching or dispropor
tionate share hospital, resulting in lower 
outlier payments. The lower outlier payment 
amount is then increased by the hospital's 
IME and DSH adjustments, but this gen
erally is not enough to offset the loss in 
outlier payments resulting from the reduced 
cost estimate for the case. · 

HOUSE BILL 
Allows teaching and disproportionate 

share hospitals to be treated like all other 
hospitals in the calculation of outlier pay
ment amounts. Their estimated costs per 
case would not be reduced by their IME and 
DSH payments, and an additional IME or 
DSH adjustment would not be added to these 
payments. 

Effective Date. Applies to discharges oc
curring after September 30, 1997. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment. 

CERTAIN DISCHARGES TO POST ACUTE CARE 
Section 10507 of the House bill and Section 

5465 of the Senate amendment 
CURRENT LAW 

PPS hospitals that move patients to PPS
exempt hospitals and distinct-part hospital 
units, or skilled nursing facilities are cur
rently considered to have "discharged" the 
patient and receive a full DRG payment. 
Under current law, a "transfer" is defined as 
moving a patient from one PPS hospital to 
another PPS hospital. In a transfer case, 
payment to the first PPS hospital is made on 
a per diem basis, and the second PPS hos
pital is paid the full DRG payment. 

HOUSE BILL 
Defines a "transfer case" to include an in

dividual discharged from a PPS hospital who 
is: (1) admitted as an inpatient to a hospital 
or distinct-part hospital unit that is not a 
PPS hospital for further inpatient hospital 
services; (2) is admitted to a skilled nursing 
facility or other extended care facility for 
extended care services; or (3) receives home 
health services from a home health agency if 
such services directly relate to the condition 
or diagnosis for which the individual re
ceived inpatient hospital services, and if 
such services were provided within an appro
priate period, as determined by the Sec
retary in regulations promulgated no later 
than September 1, 1998. Under the provision, 
a PPS hospital that "transferred" a patient 
would be paid on a per diem basis up to the 
full DRG payment. The PPS-exempt hospital 
or other facility would be paid under its own 
Medicare payment policy. 

Effective Date. With respect to transfers 
from PPS-exempt hospitals and SNFs, ap
plies to discharges occurring on or after Oc
tober 1, 1997. For home health care, applies 
to discharges occurring on or after October l, 
1998. 

SENATE AMENDMENT 
Similar provision, except defines a transfer 

case as including the case of an individual 
who, immediately upon discharge from, and 
pursuant to the discharge planning process 
of a PPS hospital, is admitted to a PPS-ex
empt hospital, hospital unit, SNF, or other 
extended care facility. The provision does 
not include home health services in the defi
nition of a transfer. 

CONFERENCE AGREEMENT 
The conference agreement would provide 

that for discharges occurring on or after Oc-

tober 1, 1998, those that fall within a speci
fied group of 10 DRGs would be treated as a 
transfer for payment purposes. The Sec
retary would be given the authority to select 
the 10 DRGs focusing on those with high vol
ume and high post acute care. The provision 
would apply to patients transferred from a 
PPS hospital to a PPS-exempt hospital or 
unit, SNF, discharges with subsequent home 
health care provided within an appropriate 
period (as defined by the Secretary), and for 
discharges occurring on or after October 1, 
2000, the Secretary may propose to include 
additional post discharge settings and DRGs 
to the transfer policy. 

Payments to PPS hospitals would be fully 
or partially based on Medicare's current pay
ment policies applicable to patients trans
ferred from one PPS hospital to another PPS 
hospital (per diem rates). The Secretary 
would determine whether the full transfer 
policy or a blended payment rate (50% of the 
transfer per diem payment and 50% of the 
total DRG payment) would apply based on 
the distribution of marginal costs across 
days, so that if a substantial portion of the 
costs of a case are incurred in the early days 
of a hospital stay the payment would reflect 
these costs. For FY 2001, the Secretary would 
be required to publish a proposed rule which 
included a description of the effect of the 
transfer policy. The Secretary would be au
thorized to include in the proposed rule and 
final rule for FY 2001 or a subsequent fiscal 
year, a description of additional post-dis
charge services that would result in a quali
fied discharge and diagnosis-related groups 
specified by the Secretary in addition to the 
10 diagnosis-related groups originally se
lected under this policy. 

The Conferees are concerned that Medicare 
may in some cases be overpaying hospitals 
for patients who are transferred to a post 
acute care setting after a very short acute 
care hospital stay. The Conferees believe 
that Medicare's payment system should con
tinue to provide hospitals with strong incen
tives to treat patients in the most effective 
and efficient manner, while at the same 
time, adjust PPS payments in a manner that 
accounts for reduced hospital lengths of stay 
because of a discharge to another setting. 

The Conferees expect that the application 
of the transfer policy to 10 high volume/high 
post-acute use DRGs will provide extensive 
data to examine hospital behavioral effects 
under the new transfer policy. 

INCREASE BASE PAYMENT RATE TO PUERTO 
RICO HOSPITALS 

Section 10508 of the House bill and Section 
5468 of the Senate amendment 

CURRENT LAW 
Medicare's hospital PPS includes a special 

provision for determining payment to hos
pitals in Puerto Rico. These hospitals are 
paid a blended rate based on a standardized 
payment amount for large urban or other 
areas specific to Puerto Rico and the na
tional standardized payment amount for all 
areas combined. The two rates have weights 
of 75 percent and 25 percent, respectively. 

HOUSE BILL 
Adjusts the base payment rate to Puerto. 

Rico hospitals to 50 percent local and 50 per
cent national. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 

INCLUSION OF STANLY COUNTY, N.C. IN A 
LARGE URBAN AREA UNDER MEDICARE PRO
GRAM 

Section 5651 of the Senate amendment 
CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Specifies that, for the purpose of Medicare 
PPS payments to inpatient hospitals, the 
large urban area of Charlotte-Gastonia-Rock 
Hill, North Carolina-South Carolina may be 
deemed to include Stanly County, North 
Carolina. 

Effective Date. Applies to discharges oc
curring on or after October l, 1997. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
Chapter 2-Payment of PPS Exempt 

Hospitals 
PAYMENT UPDATE 

Section 10511 of the House bill and Section 
5421 of the Senate amendment 

CURRENT LAW 
Under Medicare, five types of specialty 

hospitals (psychiatric, rehabilitation, long
term care, children's and cancer) and two 
types of distinct-part units in general hos
pitals (psychiatric and rehabilitation) are 
exempt from PPS. They are subject to the 
payment limitations and incentives estab
lished in the Tax Equity and Fiscal Respon
sibility Act of 1982 (TEFRA). Each provider 
is paid on the basis of reasonable cost sub
ject to a rate of increase ceiling on inpatient 
operating costs. The ceiling is based on a 
target amount per discharge. The target 
amount for a cost reporting period is equal 
to the hospital's allowable inpatient oper
ating costs (excluding capital) per discharge 
in a base year increased by applicable update 
factors for subsequent years. This amount is 
then multiplied by Medicare discharges, to 
yield the ceiling or upper limit on operating 
costs. 

Updates to the target amounts for fiscal 
years 1994 through 1997 range from the PPS
excluded market basket index (MBI) to the 
MBI minus 1.0 percentage point, depending 
on how a hospital's costs compare to its tar
get amount. For fiscal years 1998 and beyond, 
the updates are the market basket percent
age increase. 

HOUSE BILL 
Sets the FY 1998 update at 0%, and for FY 

1999 through FY 2002, the update factor 
would depend on a hospital's target amount 
and costs. For hospitals (1) with costs that 
equal or exceed their target amounts by 10% 
or more, the update would equal the market 
basket; (2) that exceed their target, but by 
less than 10%, the update factor would be 
equal to the market basket minus 0.25 per
centage points for each percentage point by 
which costs are less than 10% over the target 
(but in no case less than zero); (3) that are ei
ther at their target, or below (but not below 
2/3 of the target amount for the hospital), 
the market basket percentage minus 2.5 per
centage points (but in no case less than 
zero); or (4) that do not exceed 2/3 of their 
target amount, the update factor would be 
0%. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Sets the update for FY 1998 through FY 
2001 at 0%; for FY 2002, at the MBI minus 3.0 
percentage points. The Secretary would be 
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required to treat the applicable update fac
tor for a fiscal year as being equal to the 
MBI for the purposes of exceptions and ad
justments to payment amounts. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill. 
REDUCTIONS TO CAPITAL PAYMENTS FOR 

CERTAIN PPS-EXEMPT HOSPITALS AND UNITS 
Section 10512 of the House bill and Section 

5422 of the Senate amendment 
CURRENT LAW 

Medicare pays for capital costs for PPS ex
empt hospitals on a reasonable cost basis. 

HOUSE BILL 
Requires the Secretary to reduce capital 

payment amounts for PPS-exempt hospitals 
and distinct part units by 10% for fiscal 
years 1998 through 2002. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision except, requires the Sec
retary to reduce capital payment amounts 
for PPS-exempt hospitals and distinct part 
units by 15% for fiscal years 1998 through 
2002. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
CAP ON TEFRA LIMITS 

Section 10513 of the House bill and Section 
5423 of the Senate amendment 

CURRENT LAW 
Medicare places limits, referred to as 

"TEFRA limits," on the annual increase al
lowed for the operating costs of certain cat
egories of hospitals. 

HOUSE BILL 
Sets limits on the target amounts for PPS

exempt hospitals or units for cost reporting 
periods beginning on or after October 1, 1997, 
and before October 1, 2002. The target 
amounts could not be greater than the 90th 
percentile of the target amounts for cost re
porting periods beginning during that fiscal 
year. The cap on the target amounts would 
apply to psychiatric, rehabilitation, and 
long-term care hospitals and distinct-part 
units of such hospitals. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except that the target 
amounts could not be greater than the 75th 
percentile of the target amount for each 
class of hospitals. Hospitals or units that are 
below their target amount for the cost re
porting period beginning on or after October 
1, 1997 and before October 1, 1998, the target 
amount for the period would be equal to the 
greater of 90% of a dollar limit on the target 
amounts or the operating costs of the hos
pital or unit during the period. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill, with amendments. The Secretary 
would be required to estimate the 75th per
centile of the target amounts for each cat
egory of hospitals (excluding childrens and 
cancer hospitals) for cost reporting periods 
ending during 1996, and then update the 
amount up to the first cost reporting period 
beginning on or after October 1, 1997, by a 
factor equal to the market basket percent
age increase. For cost reporting periods be
ginning during each of fiscal years 1999 
through 2002, the Secretary would be re
quired to update the amount by a factor 
equal to the market basket increase. 

CHANGE IN BONUS PAYMENTS 
Section 10514 of the House bill and Section 

5424 of the Senate amendment 
CURRENT LAW 

Medicare provides for bonus payments for 
hospitals whose operating costs are less than 
or equal to the target amount, as well as 
makes relief payments to hospitals whose 
costs exceed their target amount. If the hos
pital's costs are less than or equal to the tar
get amount for that period, the hospital re
ceives a bonus payment equal to 50% of the 
amount by which the target amount exceeds 
the amount of the operating costs, or 5% of 
the target amount, whichever is less. If a 
hospital's operating costs are greater than 
the target amount, the amount of the pay
ment is equal to (1) the target amount, plus 
(2) an additional amount equal to 50% of the 
amount by which the operating costs exceed 
the target amount, but not more than 10% of 
the target amount. 

HOUSE BILL 
Allows bonus payments of (1) 10% of the 

amount by which the target amount exceeds 
the amount of operating costs, or (2) 1 % of 
operating costs, whichever is less. The provi
sion would change the relief payments to 
provide that costs would be required not to 
exceed 110% in order to receive relief pay
ments and that the relief payment could not 
be more than 20% of the target amount. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except bonus payments 
for hospitals with (1) a target amount less 
than 135% of the median of the target 
amounts for hospitals in the same class, the 
lesser of 40% of the amount by which the tar
get amount exceeds the amount of the oper
ating costs, or 4% of the target amount; (2) 
a target amount that equals or exceeds 135% 
of the median but is less than 150%, the less
er of 30% of the amount by which the target 
amount exceeds the amount of the operating 
costs or 3% of the target amount; and (3) a 
target amount that equals or exceeds 150% of 
such median, the lesser of 20% of the amount 
that the target amount exceeds the amount 
of operating cos.ts or 2% of the target 
amount. 

Identical provision for relief payments. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with amendments to bonus pay
ments. Bonus payments would be the lesser 
of (1) 15% of the amount by which the target 
amount exceeds the amount of operating 
costs, or (2) 2% of the target amount. 

For cost reporting periods beginning on or 
after October 1, 1997, eligible hospitals could 
receive continuous improvement bonus pay
ments. To qualify, their operating costs for 
the period must be less than the least of its 
target amount, its trended costs, or its ex
pected costs for the period. The amount of 
the payment would be equal to the lesser of: 
(1) 50% of the amount by which the operating 
costs were less than the expected costs for 
the period; or (2) 1 % of the target amount for 
the period. The trended costs would be (1) in 
the case of a hospital whose cost reporting 
period ending in FY 1996 was its third or sub
sequent full cost reporting period, the hos
pital's operating costs for its cost reporting 
period ending in 1996; or (2) in the case of any 
other hospital, the operating costs for that 
hospital for its third full cost reporting pe
riod. These base costs would then be in
creased (in a compounded manner) for each 
succeeding fiscal year (through the fiscal 
year involved) by the market basket percent-

age increase for the fiscal year. The expected 
costs per discharge would be the operating 
costs of inpatient hospital services per dis
charge for the previous fiscal year cost re
porting period, updated by the market bas
ket percentage increase for the fiscal year. 

The conference agreement also amends the 
relief payment to limit such payment to 10% 
of the target amount, and the effective date 
for the change in bonus and relief payments 
to ap.ply with respect to cost reporting peri
ods beginning on or after October 1, 1997. The 
agreement also includes a requirement that 
the Secretary report to the Congress by Oc
tober 1, 1999 on the effects of the relief pay
ment changes on psychiatric hospitals that 
have approved medical residency training 
programs. 

CHANGE IN PAYMENT AND TARGET AMOUNT 
FOR NEW PROVIDERS 

Section 10515 of the House bill and Section 
5425 of the Senate amendment 

CURRENT LAW 
No provision. 

HOUSE BILL 
Establishes different payment and target 

amount rules for hospitals or distinct-part 
units within hospitals that first receive 
Medicare payments on or after October 1, 
1997. The provision would apply to psy
chiatric, rehabilitation, and long-term care 
hospitals and distinct-part units of hospitals. 
For the first two full or partial cost report
ing periods, the amount of payment for oper
ating costs under Part A on a per discharge 
or per admission basis would be equal to the 
lesser of the amount of operating costs for 
the respective period, or 150% of the national 
median operating costs for hospitals in the 
same class of hospital for cost reporting peri
ods beginning during the same fiscal year, 
adjusted for labor-related costs. This same 
limited target amount would then be up
dated in subsequent years using the update 
factor described above. 

For determining national median oper
ating costs for hospitals in the same class, 
the Secretary would be required to provide 
for an appropriate adjustment to the labor
related portion of the amount determined to 
take into account differences between aver
age wage-related costs in the area the hos
pital is located in and the national average 
of such costs within the same class of hos
pital. The Secretary would also be required 
to create subclasses of long-term care hos
pitals based on differences in the case mix 
and patient acuity in calculating and apply
ing the 150% of the national median cost lim
its. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Establishes new target amounts for reha
bilitation hospitals or units for cost report
ing periods beginning on or after October 1, 
1997. For rehabilitation facilities that re
ceived Medicare payments before October 1, 
1997, the target amount would be required to 
be no less than 50% of the national mean of 
the target amounts determined for all such 
hospitals for cost reporting periods begin
ning during the fiscal year. Rehabilitation 
facilities that first receive Medicare pay
ments on or after October 1, 1997, would have 
a target amount that could not be more than 
110% of the national mean of the target 
amounts for such hospitals and units for cost 
reporting periods beginning during FY 1991. 
The target amounts for long-term care and 
psychiatric hospitals and units would be de
termined in the same manner. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill with modifications which would 
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require that payments for operating costs for 
the first 2 cost reporting periods for which 
the hospital has a settled cost report be 
equal to the lesser of the amount of oper
ating costs for the period, or 110% of the na
tional median of the target amount for hos
pitals in the same class of hospital for cost 
reporting periods ending during 1996, updated 
by the hospital market basket increase per
centage to the fiscal year in which the hos
pital first received payments. The conference 
agreement also modifies the effective date of 
the provision to apply to discharges occur
ring on or after October 1, 1997. 

REBA SING 

Section 10516 of the House bill and Section 
5426A of the Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Provides psychiatric, rehabilitation, chil
dren's, cancer, and long-term care hospitals 
and psychiatric and rehabilitation distinct 
units of hospitals that received Medicare 
payments for services furnished during cost 
reporting periods ending before October 1, 
1990, the option of electing to rebase the hos
pital 's target amount for the 12-month cost 
reporting period beginning during FY 1998. 
The rebased target amount would be equal to 
an average determined by the Secretary as 
follows : (1) the Secretary would be required 
to determine the allowable operating cost 
for inpatient hospital services for the hos
pital or hospital unit for each of the five cost 
reporting periods for which the Secretary 
had settled cost reports as of the date of en
actment; (2) the Secretary would be required 
to increase the amount determined for the 
five cost reporting periods by the applicable 
percentage increase used to update costs for 
each of the cost reporting periods; (3) the 
Secretary would be required to identify 
among the five cost ·reporting periods the pe
riods for which the updated cost amount was 
the highest and the lowest; (4) the Secretary 
would be required to compute the average 
cost per discharge of the updated cost report 
amounts for the three cost reporting periods 
that were not the highest or the lowest 
amounts. 

The provision would also allow certain 
qualified long-term care hospitals that elect 
to do so, to apply for rebasing of their target 
amount beginning during FY 1998. The target 
amount for the hospital's 12-month cost re
porting period would be equal to the allow
able operating costs of inpatient hospital 
services recognized by Medicare for the 12-
mon th cost reporting periods beginning dur
ing FY 1996, increased by the applicable per
centage increase for the cost reporting pe
riod beginning during FY 1997. The provision 
would define a qualified long-term care hos
pital as those facilities that, for each of the 
two most recent settled cost reports as of 
the date of enactment, have operating costs 
of inpatient hospital services under Medicare 
that exceeded 115% of the hospital's target 
amount, and the hospital had a dispropor
tionate patient percentage of at least 70%. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except applies to hos
pital services furnished before January 1, 
1990. The provision does not include provi
sion for rebasing of certain qualified long
term care hospitals with high dispropor
tionate share percentages. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

TREATMENT OF CERTAIN LONG-TERM CARE 
HOSPITALS 

Section 10517 of the House bill and Section 
5426 of the Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Extends the status of a hospital that was 
classified by the Secretary on or before Sep
tember 30, 1995, as a long-term care hospital, 
notwithstanding that it was located in the 
same building as, or on the same campus as, 
another hospital. 

Effective Date. The provision would apply 
to discharges occurring on or after October 1, 
1995. 

SENATE AMENDMENT 

Iden ti cal provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 

ELIMINATION OF EXEMPTIONS; REPORT ON 
EXCEPTIONS AND ADJUSTMENTS 

Section 10518 of the House bill and Section 
5427 of the Senate amendment 

CURRENT LAW 

The Secretary is required to provide an ex
emption from various provisions of the law 
regarding Medicare payments to PPS-ex
cluded hospitals. 

HOUSE BILL 

Amends current law, replacing the term 
" exemption from, or an exception and ad
justment to, " with "an exception and adjust
ment to" each place it appears, eliminating 
exemption from the target amounts for all 
PPS-exempt hospitals except children's hos
pitals. 

The provision would also require the Sec
retary to publish annually in the Federal 
Register a report describing the total 
amount of exceptions payments made to 
PPS-excluded hospitals and units for cost re
porting periods ending during the previous 
fiscal year. 

Effective Date. The provision would apply 
to hospitals that first qualify as PPS-ex
cluded facilities on or after October 1, 1997. 

SENATE AMENDMENT 

Similar provision, except does not apply to 
children 's or cancer hospitals. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with modifications. 

TECHNICAL CORRECTION RELATING TO 
SUBSECTION (d) HOSPI'l'ALS 

Section 5428 of the Senate amendment 
CURRENT LAW 

Certain special categories of hospitals, in
cluding cancer hospitals, are exempt from 
the Medicare inpatient PPS and are paid on 
the basis of reasonable costs, subject to cer
tain limits. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Amends the provision for PPS-exempt can
cer hospitals to include hospitals that: (1) 
were recognized as a comprehensive cancer 
center or clinical cancer research center by 
the National Cancer Institute of the Na
tional Institutes of Health as of April 20, 
1983, or were able to demonstrate that for 
any six-month period at least 50% of its total 
discharges had a principal diagnosis that re
flected a finding of neoplastic disease; (2) ap
plied on or before December 31, 1990, for clas-

sification as a cancer hospital; and (3) were 
located in a state which, as of December 19, 
1989, was not operating a state hospital rate
setting demonstration project. The hospital 
classifications would apply to all cost re
porting periods beginning on or after Janu
ary 1, 1991, and any resulting payments owed 
to a hospital would be requited to be paid no 
later than one year after enactment. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with an amendment 
which would establish the base cost report
ing period for purposes of determining the 
target amount for such a hospital as the hos
pital's cost reporting period beginning dur
ing FY 1990. The conference agreement would 
also require that the facility demonstrate 
that for the 4-year period ending on Decem
ber 31, 1996, that at least 50% of the total dis
charges have a principle finding of neoplastic 
disease, defined to include patient admis
sions for certain specified diagnostic codes. 

CERTAIN LONG TERM CARE AND CANCER 
HOSPITALS 

Section 105.16(c) of the House bill and Section 
5429 of the Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Amends the definition of long-term care 
hospitals to include long-term care hospitals 
that received Medicare payment in 1986, have 
an average inpatient length of stay of more 
than 20 days, and that had 80% or more of its 
annual Medicare inpatient discharges with a 
diagnosis that reflects a finding of neoplastic 
disease. 

Effective Date. Applies to cost reporting 
periods beginning on or after the date of en
actment. 

SENATE AMENDMENT 

Further amends the classification for can
cer hospitals to include long-term care hos
pitals classified as such beginning on or be
fore December 31, 1990 through December 31, 
1995, that throughout the period and cur
rently had greater than 49% of its total pa
tient discharges with a principle diagnosis 
that reflects a finding of neoplastic disease. 
The provision would also prohibit rebasing of 
such hospital 's base period costs and would 
require that such hospital use the base pe
riod in effect for the hospital 's December 31, 
1995 cost report. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with a modification which would 
specify that the finding of neoplastic disease 
would be for the 12-month cost reporting pe
riod ending in FY 1997. 
Chapter 3-Prospective Payment System for 

PPS-Exempt Hospitals 
PROSPECTIVE PAYMENT FOR INPATIENT REHA

BILITATION HOSPITAL SERVICES BASED ON 
DISCHARGES CLASSIFIED BY PATIENT CASE 
MIX GROUPS 

Section 10402 of the House bill and Section 
5301 of the Senate amendment 

CURRENT LAW 

Under Medicare, five types of specialty 
hospitals (psychiatric, rehabilitation, long
term care, children's and cancer) and two 
types of distinct-part units in general hos
pitals (psychiatric and rehabilitation) are 
exempt from PPS. They are subject to the 
payment limitations and incentives estab
lished in the Tax Equity and Fiscal Respon
sibility Act of 1982 (TEFRA). Each provider 
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is paid on the basis of reasonable cost sub
ject to a rate of increase ceiling on inpatient 
operating costs. The ceiling is based on a 
target amount per discharge. The target 
amount for a cost reporting period is equal 
to the hospital 's allowable inpatient oper
ating costs (excluding capital and medical 
education costs) per discharge in a base year 
increased by applicable update factors for 
subsequent years. This amount is then mul
tiplied by Medicare discharges, to yield the 
ceiling or upper limit on operating costs. 

HOUSE BILL 
Requires the Secretary to establish a pro

spective payment system for inpatient reha
bilitation hospital services based on patient 
case mix groups. 

For this system, the Secretary would be 
required to establish (1) classes of discharges 
of rehabilitation facilities by patient case 
mix groups based on impairment, age, re
lated prior hospitalization, comorbidities, 
and functional capability of the discharged 
individual and other appropriate factors; and 
(2) a method of classifying specific dis
charges from rehabilitation facilities within 
these groups. 

The provision would require the Secretary 
to assign each case mix group an appropriate 
weighting factor which would reflect the rel
ative facility resources used with respect to 
discharges classified within a group com
pared to discharges classified within other 
groups. The Secretary would be required to 
adjust the classifications and weighting fac
tors to correct for forecast errors and to re
flect changes in treatment patterns, tech
nology, case mix, number of discharges paid 
for under Medicare, and other factors which 
might affect the relative use of resources. 
The Secretary would be authorized to re
quire rehabilitation facilities providing inpa
tient hospital services to submit data on dis
charges classified according to case mix 
group or other rehabilitation impairment 
groups, measurement of functional dis
ab.ili ty, and other patient assessment factors 
as deemed necessary to establish and admin
ister the prospective payment system. 

The Secretary would be required to deter
mine a prospective payment rate for each 
payment unit for which a rehabilitation fa
cility would be entitled to be paid under 
Medicare. The payment rate would be based 
on the average payment under Medicare for 
operating and capital costs of rehabilitation 
facilities using the latest available data, ad
justed by (1) updating such per-unit amounts 
to the fiscal year involved by the applicable 
percentage increases provided by the bill for 
each fiscal year and up to FY 2000, and an in
crease factor specified by the Secretary for 
subsequent fiscal years; (2) reducing such 
rates by a factor equal to the proportion of 
payments by Medicare for outliers; (3) vari
ations among rehabilitation facilities by 
areas; (4) weighting factors described in the 
bill; and (5) other factors the Secretary de
termined were necessary to reflect vari
ations in necessary costs of treatment 
among rehabilitation facilities. 

Prospective payment rates would be 
phased in between October 1, 2000 and before 
October 1, 2003, by blending the prospective 
rate with the TEFRA percentage of the hos
pital 's target amount that would have been 
paid under Part A if this provision did not 
apply, and the prospective payment percent
age of the per unit payment rate established 
by the Secretary. For cost reporting periods 
beginning on or after October 1, 2000 and be
fore October 1, 2001, the TEFRA percentage 
would be 75% and the prospective payment 
percentage would be 25%; for cost reporting 

periods on or after October 1, 2001, and before 
October 1, 2002, the TEFRA percentage would 
be 50% and the prospective payment percent
age would be 50%; for cost reporting periods 
on or after October 1, 2002, and before Octo
ber 1, 2003, the TEFRA percentage would be 
25% and the prospective payment percentage 
would be 75%. Payment rates on or after Oc
tober 1, 2003, would be equal to the per unit 
fully prospective payment rate. Payment per 
unit would mean a discharge, day of inpa
tient hospital services, or other unit of pay
ment specified by the Secretary. 

For fiscal years 2001 through 2004, the Sec
retary would be required to establish pro
spective payment amounts that were budget 
neutral, so that total payments for rehabili
tation hospitals would equal 99% of the 
amount of payments that would have been 
made if prospective payments had not been 
made. The Secretary would be required to 
develop an increase factor which could be 
based on an appropriate percentage increase 
in a market basket of goods and services pur
chased by rehabilitation hospitals. The Sec
retary would also be required to provide for 
additional payments for outlier cases that 
involved unusually long lengths of stay or 
were very costly, or other factors. These ad
justments would be made in a budget neutral 
manner. The Secretary would also be re
quired to adjust prospective payments to re
habilitation facilities by a wage index that 
reflected area differences for wages and 
wage-related costs. No later than October 1, 
2001, the Secretary would be required to up
date the area wage adjustment factor based 
on a survey of wages and wage related costs 
of providing rehabilitation services. 

Effective Date. Enactment. The prospec
tive payment system would be implemented 
for cost reporting periods beginning on or 
after October 1, 2000. 

SENATE AMENDMENT 
Similar provision, except does not specify 

that, in determining budget neutral prospec
tive payment rates equal to 99% of what 
would have been paid, the Secretary would 
include adjustments for outlier and special 
payments, or area wage adjustments. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill with amendments. The prospec
tive system would be fully implemented by 
October 1, 2002. Payments during the transi
tion period would be based on TEFRA and 
prospective payment percentage amounts 
equal to 66%% and 331/3%, respectively, for 
cost reporting periods beginning on or after 
October l, 2000, and before October 1, 2001; 
and 331/3% and 66 %% , respectively, for cost 
reporting periods beginning on or after Octo
ber 1, 2001, and before October 1, 2002. The 
budget neutral rates would be required to be 
equal to 98% of the amount of payments that 
would have been made if the prospective pay
ment system had not been enacted. The Sec
retary would be required to update the area 
wage adjustment on the basis of information 
collected on wages and wage-related costs in
curred in furnishing rehabilitation services. 
The conference agreement does not include 
the provision allowing the Secretary to 
make other adjustments to payment rates. 
STUDY AND REPORT ON PAYMENTS FOR LONG

TERM CARE HOSPITALS 
Section 5302 of the Senate amendment 

CURRENT LAW 
No provision. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires the Secretary to collect data to 

develop, establish, administer, and evaluate 

a case-mix adjusted prospective payment 
system for long-term care hospitals. The 
Secretary would be required to develop a leg
islative proposal for establishing and admin
istering a payment system that would in
clude an adequate patient classification sys
tem that would reflect differences in patient 
resource use. The Secretary would be re
quired to submit the proposal to the appro
priate committees of Congress by no later 
than October 1, 1999. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. 

Chapter 4-Skilled Nursing Facility (SNF) 
Prospective Payment 

PROSPECTIVE PAYMENT FOR SNF SERVICES 
Section 10401 of House bill and Sections 5332 

of Senate amendment 
CURRENT LAW 

Currently, Medicare reimburses the great 
bulk of SNF care on a retrospective cost
based basis. This means that SNFs are paid 
after services are delivered for the reason
able costs (as defined by the program) they 
have incurred for the care they provide. For 
Medicare reimbursement purposes, the costs 
SNFs incur for providing services to bene
ficiaries can be divided into three major cat
egories: (1) routine services costs that in
clude nursing, room and board, administra
tion, and other overhead; (2) ancillary serv
ices, such as physical and occupational ther
apy and speech language pathology, labora
tory services, drugs, supplies and other 
equipment; and (3) capital-related costs, in
cluding net depreciation expense, taxes, 
lease and rental payments, improvements 
that extend the life or increase the produc
tivity of assets, net interest expense, etc.). 

Routine costs are subject to national aver
age per diem limits. Separate per diem rou
tine cost limits are established for free
standing and hospital-based SNFs by urban 
or rural area. Freestanding SNF routine lim
its are set at 112% of the average per diem 
labor-related and nonlabor-related costs . 
Hospital-based SNF limits are set at the 
limit for freestanding SNFs, plus 50% of the 
difference between the freestanding limits 
and 112% of the average per diem routine 
services costs of hospital-based SNFs. Rou
tine cost limits for SNF care are required to 
be updated every 2 years. In the interim, the 
Secretary applies a SNF market basket de
veloped by HOF A to reflect changes in the 
price of . goods and services purchased by 
SNFs. OBRA93 eliminated updates in SNF 
routine cost limits for cost reporting periods 
beginning in FY 1994 and FY 1995. 

Ancillary service and capital costs are 
both paid on the basis of reasonable costs 
and neither are subject to limits. 

SNFs providing less than 1,500 days of care 
per year to Medicare patients in the pre
ceding year have the option of being paid a 
prospective payment rate set at 105 percent 
of the regional mean for all SNFs in the re
gion. The rate covers routine and capital-re
lated costs (but not ancillary services) and is 
calculated separately for urban and rural 
areas, adjusted to reflect differences in wage 
levels. Prospective rates can not exceed the 
routine service costs limits that would be ap
plicable to the facility, adjusted to take into 
account average capital-related costs with 
respect to the type and location of the facil
ity. 

Congress on a number of occasions has re
quired the Secretary to develop alternative 
methods for paying for SNF care on a pro
spective basis. In response, the Health Care 
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Financing· Administration has conducted re
search to develop a prospective payment sys
tem that uses a patient classification sys
tem, known as resource utilization groups 
(RUGs), that will account for variations in 
resource use among Medicare SNF patients. 

HOUSE BILL 

Phases in a prospective payment system 
for SNF care that would pay a Federal per 
diem rate for covered SNF services. Covered 
services would include Part A SNF benefits 
as well as all services for which payment 
may be made under Part B during the period 
when the beneficiary is provided covered 
SNF care (excluding, however, physician 
services, certain nurse practitioner and phy
sician assistant services, certified nurse-mid
wife services, qualified psychologist services, 
services of a certified registered nurse anes
thetist, certain dialysis services and drugs, 
and in 1998, the transportation costs of elec
trocardiogram equipment). The per diem 
payment would cover routine service costs, 
ancillary and capital-related costs, but 
would not include costs associated with ap
proved educational activities. 

During a transition period lasting through 
the three cost reporting periods beginning on 
or after July 1, 1998, a portion of the per 
diem payment to a SNF would be based on a 
facility-specific rate, and the remaining por
tion on the Federal rate. For the first cost 
reporting period, the facility specific per
centage would be 75 percent and Federal per 
diem percentage would be 25. For the second 
cost reporting period, the facility-specific 
percentage would be 50 percent and the Fed
eral 50. For the last period, the facility-spe
cific percentage would be 25 percent and the 
Federal 75. 

In determining for a cost reporting period 
the facility-specific per diem rate for each 
SNF, the Secretary would calculate, on a per 
diem basis, the total allowable costs for cov
ered Part A SNF benefits and estimates of 
amounts that would be payable under Part B 
for services described above, regardless of 
whether or not payment had been made for 
the Part B services to the facility or another 
entity. The Part A calculations would be 
done using cost reports for cost reporting pe
riods beginning in fiscal year 1995, with ap
propriate adjustments made to non-settled 
fiscal year 1995 cost reports. The total would 
be updated to the relevant cost reporting pe
riod by the SNF historical trend factor. The 
SNF historical trend factor for a fiscal year 
or other annual period would be defined as 
the percentage change, from the midpoint of 
a prior fiscal year to the midpoint of the 
year involved, in the SNF routine cost index 
used for per diem routine cost limits, re
duced (on an annualized basis) by 1 percent
age point. Beginning with the first cost re
porting period of the transition, the facility
specific per diem rate would be updated by 
the SNF market basket. 

For the Federal per diem rate, the Sec
retary would first estimate, on a per diem 
basis for each freestanding SNF that re
ceived Medicare payments during a cost re
porting period beginning in fiscal year 1995 
and that was subject to (and not exempted 
from) routine cost limits of current law (in
cluding low-volume SNFs if appropriate), the 
total allowable costs for covered Part A SNF 
benefits and an estimate of amounts that 
would be payable under Part B, regardless of 
whether or not payment had been made for 
the Part B services to the facility or another 
entity. The Part A calculations would be 
done using cost reports for cost reporting pe
riods beginning in fiscal year 1995, with ap
propriate adjustments to non-settled fiscal 

year 1995 cost reports. This total would be 
updated to the relevant cost reporting period 
by the SNF historical trend factor (again re
flecting a 1 percentage point reduction in the 
routine cost index). The Secretary would 
standardize the updated amount for each fa
cility by adjusting for variations among fa
cilities in average wage levels and case mix. 
The Secretary would then compute a weight
ed average per diem rate. This would equal 
the average of the standardized amounts, 
weighted for each facility by the number of 
covered days of care provided during the cost 
reporting period. The Secretary could com
pute and apply an average separately for fa
cilities located in urban and rural areas. 

Beginning with fiscal year 1998, the Sec
retary would be required to compute for each 
SNF an unadjusted Federal per diem rate 
equal to the weighted average per diem rate, 
updated by the SNF market basket. The ac
tual per diem rate paid to a SNF would in
clude adjustments for case mix based on a 
resident classification system established by 
the Secretary to account for relative re
source utilization of different patient types. 
The labor-related portion of the rate would 
also include budget neutral adjustments to 
reflect the relative level of wages and wage
related costs for the geographic area in 
which the facility is located. To deal with 
case-mix "creep" when changes in the coding 
or classification of residents result in higher 
aggregate payments that do not reflect real 
changes in case mix, the Secretary would be 
authorized to adjust per diem rates to dis
count the effect of coding changes. 

The Secretary would be required to publish 
in the Federal Register before July 1 pre
ceding each fiscal year (beginning with fiscal 
year 1999): (1) the unadjusted Federal per 
diem rates for covered SNF care during the 
fiscal year; (2) the case mix classification 
system to be applied to the rates; and (3) the 
factors to be applied in making area wage 
adjustments. SNFs would be required to pro
vide the Secretary resident assessment data 
necessary to develop and implement per 
diem rates in the manner and within the 
timeframes prescribed by the Secretary. 

Low volume SNFs and rural hospitals 
using inpatient beds to provide SNF care 
(swing-bed hospitals) would be included in 
the new prospective per diem payment sys
tem in a manner and timeframe established 
by the Secretary (but not earlier than July 
1, 1999). 

Administrative or judicial review would 
not be permitted for the establishment of fa
cility-specific per diem rates; the establish
ment of federal per diem rates, including the 
computation of the standardized per diem 
rates and adjustments for case mix and rel
ative wage levels; and for the establishment 
of transitional amounts for low-volume 
SNFs and rural hospitals providing SNF care 
with inpatient beds. 

For beneficiaries residing in SNFs but no 
longer eligible for Part A SNF care, pay
ments for Part B covered services would 
have to be made to the facility without re
gard as to whether or not the item or service 
was furnished by the facility, by others 
under arrangement, or under any other con
tracting or consulting arrangement. Pay
ments for Part B services would be based on 
existing or other fee schedules established by 
the Secretary. Claims for Part B items and 
services would be required to include a code 
identifying the items or services delivered. 
Covered SNF services when provided by an 
entity other than th~ SNF would have to be 
furnished under arrangements. 

The Secretary would be required to estab
lish and implement a thorough medical re-

view process to examine the effects of the 
new prospective payment system on the 
quality of covered SNF care. In this medical 
review process, the Secretary would be re
quired to place a particular emphasis on the 
quality of ancillary services and physician 
services. 

Effective date. Effective for cost-reporting 
periods beginning on or after July 1, 1998. 

SENATE AMENDMENT 

Similar provisions except: 
(1) For the facility-specific per diem rates, 

1995 allowable costs would be updated by the 
SNF market basket rather than by the SNF 
historical trend factor (which includes a 1 
percentage point reduction from the SNF 
routine cost index). In addition, 1995 costs 
would be updated to the first cost reporting 
period, as opposed to the cost reporting pe
riod immediately preceding the first cost re
porting period. For SNFs participating in 
HCFA's RUGs prospective payment demo, 
the facility-specific per diem rate after 1997 
would be the 1997 RUGS-III rate increased by 
the SNF market basket. 

(2) The Federal per diem rate would be 
based on 1995 allowable costs for all SNFs, 
including low-volume SNFs, and not just 
freestanding facilities. In addition, 1995 costs 
would be updated to 1998 by the SNF market 
basket minus 1 percentage point, rather than 
the SNF historical trend factor (which in
cludes a 1 percentage point reduction from 
the SNF routine cost index). Furthermore, 
1995 costs would be updated to the first cost 
reporting period, as opposed to the cost re
porting period immediately preceding the · 
first cost reporting period. In determining 
allowable costs for the Federal per diem 
rate, the Secretary would be required to ex
clude payments made as exceptions to the 
routine cost limits and exclude cost reports 
from new SNFs exempted from routine cost 
limits. For FY 1999 (as opposed to FY 1998), 
the Federal per diem would be updated by 
the SNF market basket. 

(3) The Secretary would be required to de
velop an appropriate transition to the new 
prospective payment system for swing bed 
hospitals only, and not for low-volume SNFs 
as well. 

(4) The limitation on administrative or ju
dicial review would apply to Federal per 
diem rates and transitional amounts for 
swing-bed hospitals, but not to the establish
ment of facility-specific per diem rates. 

(5) Covered SNF services when provided by 
an entity other than a SNF would have to be 
provided under arrangements or by a physi
cian. 

(6) Payments for Part B services would be 
based on the Part B methodology applicable 
to the item or service, except that for serv
ices that would be included in the facility's 
cost report if not for this provision, the SNF 
could continue to use a cost report until the 
new prospective payment system is estab
lished. 

(7) Payment for physical, respiratory, and 
occupational therapy, and speech language 
pathology services would be required to re
flect new salary equivalency guidelines when 
finalized through the regulatory process. 

Effective date. Effective for cost-reporting 
period beginning on or after July 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language 
and amendments. Amendments include the 
following: 

(1) In making appropriate adjustments to 
1995 allowable Part A costs for purposes of 
calculating the facility-specific per diem 
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rate, the Secretary would be required to take 
into account exceptions to the routine cost 
limits as well as exemptions, but only to the 
extent that routine costs of the exempted fa
cility do not exceed 150 percent of the rou
tine cost limits otherwise applicable. 

(2) The base year facility-specific rate 
would be updated to the first cost reporting 
period by the SNF market basket minus 1 
percentage point. For SNFs participating in 
HCFA's RUGs prospective payment dem
onstration, the updated facility-specific rate 
would be the 1997 RUGS-III rate. During FY 
1998 and 1999, the facility-specific rate would 
be updated by the SNF market basket minus 
1 percentage point and during each subse
quent fiscal year, by the SNF market basket. 

(3) For purposes of calculating the 1995 
base year Federal per diem rate, allowable 
Part A costs would exclude exceptions pay
ments and cost reports from SNFs exempted 
from routine cost limits. The Secretary 
would be required to compute a weighted av
erage standardized per diem rate for all 
SNFs and a weighted average standardized 
per diem rate for freestanding facilities. For 
the initial period beginning on July 1, 1998, 
and ending September 30, 1999, the Secretary 
would then compute an unadjusted Federal 
per diem rate equal to the average of the two 
previous amounts increased by the SNF mar
ket basket minus 1 percentage point. For FY 
2000 through 2002, the Federal per diem rate 
would be updated by the SNF market basket 
minus 1 percentage point. In subsequent 
years, it would be updated by the SNF mar
ket basket. 

(4) The Secretary would be required to pub
lish in the Federal Register prior to May 1, 
1998, the unadjusted Federal per diem rate in 
effect for the period July 1, 1998, through 
September 30, 1990. For each subsequent fis
cal year, the Secretary would be required to 
publish in the Federal Register prior to Au
gust 1 the unadjusted Federal per diem rates, 
the case-mix classification system, and the 
factors to be applied in the making area 
wage adjustments. 

(5) In the case of SNFs first receiving Medi
care payments on or after October 1, 1995, 
payment would be made as if all services 
were furnished after the transition period. 

(6) Consolidated billing requirements 
would apply to Medicare beneficiaries resid
ing in SNFs or facilities of which only a dis
tinct part is a SNF. Payments for Part B 
services would be based on existing or other 
fee schedules established by the Secretary. 

(7) Each bill submitted by a physician for 
a service furnished to a resident of a facility 
that is (or is part of a facility that includes) 
a SNF would be required to include the fa
cility's Medicare provider number. 

The Conferees note that under the pro
posed SNF prospective payment system, 
services and supplies provided to residents 
will be included in pre-determined per diem 
payment rates. To ensure that the frail el
derly residing in SNFs receive needed and 
appropriate medication therapy, the Sec
retary of Health and Human Services should 
consider the results of studies conducted by 
independent organizations including those 
which examine appropriate payment mecha
nisms and payment rates for medication 
therapy under a prospective payment system 
for SNFs. It is the intent of the Conferees 
that the Secretary develop case mix adjust
ers that reflect the needs of such patients. 

It is also the intent of the Conferees that 
restrictions on judicial review should not 
preclude skilled nursing facilities from using 
the regular appeals process to correct for er
rors in their cost reports. 

EXTENSION OF COST LIMITS 
(Section 5331 of Senate amendment 

CURRENT LAW 
Routine costs are subject to national aver

age per diem limits. Separate per diem rou
tine cost limits are established for free
standing and hospital-based SNFs by urban 
or rural area. Freestanding SNF routine lim
its are set at 112% of the average per diem 
labor-related and nonlabor-related costs. 
Hospital-based SNF limits are set at the 
limit for freestanding SNFs, plus 50% of the 
difference between the freestanding limits 
and 112% of the average per diem routine 
services costs of hospital-based SNFs. Rou
tine cost limits for SNF care are required to 
be updated every 2 years. In the interim, the 
Secretary applies a SNF market basket de
veloped by HCF A to reflect changes in the 
price of goods and services purchased by 
SNFs. OBRA93 eliminated updates in SNF 
routine cost limits for cost reporting periods 
beginning in FY 1994 and FY 1995. 

HOUSE BILL 
No provision. 

SENA'l'E AMENDMENT 
SNF routine cost limits effective for cost 

reporting periods beginning on or after Octo
ber 1, 1997, would be based on limits in effect 
for the previous year. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
Chapter 5--Provisions Related to Hospice 

Services 
SECTIONS 10521-10528 OF HOUSE BILL AND 

SECTIONS 5481-5488 OF SENATE AMENDMENT 
(a) Payments for Hospice Services 

CURRENT LAW 
Medicare covers hospice care, in lieu of 

most other Medicare benefits, for terminally 
ill beneficiaries. Payment for hospice care is 
based on one of four prospectively deter
mined rates, which correspond to four dif
ferent levels of care, each day a beneficiary 
is under the care of the hospice. The four 
rate categories are routine home care, con
tinuous home care, inpatient respite care, 
and general inpatient care . The prospective 
payment rates are updated annually by the 
hospital market basket (MB). 

HOUSE BILL 
Updates the hospice prospective payment 

rates by the market basket minus 1.0 per
centage point for each of the fiscal years 1998 
through 2002. The Secretary would be re
quired to collect data from participating 
hospices on the costs of care they provide for 
each fiscal year beginning with FY 1999. 

Effective date. Enactment. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with clarifying language about 
cost data that hospices would be required to 
submit to the Secretary. 
(b) Payment for Home Hospice Care Based on 

Location Where Care is Furnished 
CURRENT LAW 

Hospices generally bill Medicare on the 
basis of the location of the home office, rath
er than where service is actually delivered. 

HOUSE BILL 
Effective for cost reporting periods begin

ning on or after October 1, 1997, requires hos
pices to submit claims on the basis of the lo
cation where a service is actually furnished. 

Effective date. Applies to cost reporting 
periods beginning on or after October 1, 1997. 

SENA'I'E AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment. 
(c) Hospice Care Benefits Periods 

CURRENT LAW 
Persons electing Medicare's hospice benefit 

are covered for four benefit periods: two 90-
day periods, a subsequent 30-day period, and 
a final period of unlimited duration. 

HOUSE BILL 
Restructures hospice benefit periods to in

clude two 90-day periods, followed by an un
limited number of 60-day periods. The med
ical director or physician member of the hos
pice interdisciplinary team would have to re
certify at the beginning of the 60-day periods 
that the beneficiary is terminally ill. 

Effective date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(d) Other Items and Services Included in Hos

pice Care 
CURRENT LAW 

Hospice services are defined in Medicare 
statute to include nursing care; physical and 
occupational therapy and speech language 
pathology services; medical social services; 
home health aide services; homemaker serv
ices; medical supplies (including drugs and 
biologicals) and medical appliances; physi
cian services; short-term inpatient care (in
cluding both respite care and procedures nec
essary for pain control and acute and chronic 
symptom management); and counseling. 
Beneficiaries electing hospice waive cov
erage to most Medicare services when the 
services they need are related to the ter
minal illness. 

HOUSE BILL 
Amends the definition for hospice care to 

include the existing enumerated services as 
well as any other item or service which is 
specified in a patient's plan of care and 
which Medicare may pay for. 

Effective date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment, with a modification to 
change the effective date to April 1, 1998. 
(e) Contracting with Independent Physicians or 

Physician Groups for Hospice Care Services 
Permitted 

CURRENT LAW 
Medicare law requires that hospices rou

tinely directly provide the majority of cer
tain specified services, often referred to as 
core services. Physician services are among · 
these core services. HCFA has defined " di
rectly" to require that services be provided 
by hospice employees. 

HOUSE BILL 
Deletes physician services from a hospice's 

core services and allows hospices to employ 
or contract with physicians for their serv
ices. 

Effective date. Enactment. 
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SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(f) Waiver of Certain Staf Jing Requirements for 

Hospice Care Programs in Non-Urbanized 
Areas 

CURRENT LAW 

Hospices must provide certain services in 
order to participate in Medicare. 

HOUSE BILL 

Allows the Secretary to waive require
ments with regard to hospices having to pro
vide certain services so long as they are not 
located in urbanized areas and can dem
onstrate to the satisfaction of the Secretary 
that they have been unable, despite diligent 
efforts, to recruit appropriate personnel. For 
these hospices, the Secretary could waive 
specifically the provision of physical or oc
cupational therapy or speech-language pa
thology services and dietary counseling. 

Effective date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(g) Limitation on Liability of Beneficiaries and 

Providers for Certain Hospice Coverage De
nials 

CURRENT LAW 

Medicare law provides financial relief to 
beneficiaries and providers for certain serv
ices for which Medicare payment would oth
erwise be denied. Medicare payment under 
this " limitation of liability" provision is de
pendent on a finding that the beneficiary or 
provider did not know and could not reason
ably have been expected to know that serv
ices would not be covered on one of several 
bases (but not on the determination that an 
individual ls not terminally ill). 

HOUSE BILL 

Extends the limitation of liability protec
tion to determinations that an individual is 
not terminally ill. 

Effective date. Enactment. 
SENATE AMENDMENT 

Similar provision, except also specifies 
that when care is denied because an indi
vidual is not terminally ill, only the bene
ficiary that received care would be indem
nified for any payments that the individual 
made to the provider or other person for care 
that would otherwise be paid by Medicare. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
(h) Extending the Period for Physician Certifi

cation of an Individual's Terminal Illness 
CURRENT LAW 

At the beginning of the first 90-day period 
when a Medicare beneficiary elects hospice, 
both the individual's attending physician 
and the hospice physician must certify in 
writing that the beneficiary is terminally ill 
not later than 2 days after hospice is initi
ated (or, verbally not later than 2 days after 
care ls initiated and in writing not later 
than 8 days after care has begun). 

HOUSE BILL 

Eliminates the specific time frame speci
fied in statute for completion of physicians' 
certifications for admission to hospice to re-

quire only that physicians certify that a ben
eficiary is terminally ill at the beginning of 
the initial 90-day period. 

Effective date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
Chapter 6-0ther Part A Payment Provisions 
REDUCTIONS IN PAYMENTS FOR ENROLLEE BAD 

DEBT 

Section 10541 of the House bill and Section 
5466 of the Senate amendment 

CURRENT LAW 

Certain hospital and other provider bad 
debts are reimbursed by Medicare on an al
lowable cost basis. To be qualified for reim
bursement, the debt must be related to cov
ered services and derived from deductible 
and coinsurance amounts left unpaid by 
Medicare beneficiaries. The provider must be 
able to establish that reasonable collection 
efforts were made and that sound business 
judgement established that there was no 
likelihood of recovery at any time in the fu
ture. 

HOUSE BILL 

Reduces the allowable costs of bad debt 
payments to providers to 75% for cost report
ing periods beginning during FY 1998; 60% for 
cost reporting periods beginning during FY 
1999; and 50% for cost reporting periods be
ginning during FY 2000 and each subsequent 
fiscal year. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except that for cost re
porting periods beginning on or after October 
1, 1997 and on or before December 31, 1998, 
payments would be reduced by 25%; begin
ning January 1, 1999, payments would be re
duced on a calendar year basis by 40%; for 
cost reporting periods beginning during sub
sequent calendar years, payments would be 
reduced by 50%. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are similar in the House bill and 
Senate amendment, with an amendment to 
provide for a 25% reduction in FY 1998, a 40% 
reduction in FY 1999, and a 45% reduction in 
FY 2000 and each subsequent year. 
PERMANENT EXTENSION OF HEMOPHILIA PASS-

THROUGH 

Section 10542 of the House bill and Section 
5469 of the Senate amendment 

CURRENT LAW 

Medicare makes additional payments for 
the costs of administering blood clotting fac
tor to Medicare beneficiaries with hemo
philia admitted for hospital stays where the 
clotting factor was furnished between June 
19, 1990 arid September 30, 1994. 

HOUSE BILL 

Makes the payment for the costs of admin
istering blood clotting factor permanent. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendrilent, effective October 1, 1997. 

REDUCTION IN PART A MEDICARE PREMIUM 
FOR CERTAIN PUBLIC RETIREES 

Section 10543 of House blll 
CURRENT LAW 

Almost all persons age 65 or over are auto
matically entitled to Part A. These individ-

uals (or their spouses) established entitle
ment during their working careers by paying 
the hospital insurance (HI) payroll tax on 
earnings covered by either the social secu
rity or railroad retirement systems. 

Persons not automatically entitled to Part 
A include some state and local government 
employees. State and local governments can 
choose whether or not to participate in 
Medicare for employees hired before April 1, 
1986. They are required to participate (and 
pay the employer share of the payroll taxes) 
for all employees hired after that date. 

Persons not automatically entitled to Part 
A may obtain coverage by paying the Part A 
premium. The 1997 premium is $311. 

HOUSE BILL 

Specifies that the premium amount is zero 
for certain public retirees. An individual 
covered under this provision is one who has 
established to the satisfaction of the Sec
retary that the individual is receiving cash 
benefits under a qualified State or local gov
ernment retirement system on the basis of 
the individual's employment over at least 40 
calendar quarters (or on the basis of some 
combination of such covered employment 
and quarters of coverage under social secu
rity totaling at least 40 quarters). Also in
cluded would be an individual: (1) married 
for at least a year to an individual who had 
at least 40 quarters of such coverage; (2) had 
been married for at least a year to a worker 
who had at least 40 quarters of coverage be
fore the worker died; or (3) are divorced from 
(after at least 10 years of marriage to) a 
worker with at least 40 quarters of coverage. 
Individuals covered under this provision are 
those whose premium will not be paid in 
whole or part by a state (including under its 
Medicaid program), a political subdivision of 
a state, or agency or instrumentality of one 
or more states or political subdivisions. Fur
ther, for each of the preceding 60 months, the 
individual must have been enrolled in Part B 
and not have the premium paid in whole or 
in part by such governmental entity. 

Specifies that a qualified state or local 
government retirement system is one which: 
(1) is established or maintained by a state or 
political subdivision, or an agency or instru
mentality of one or more states or political 
subdivisions thereof; (2) covers positions of 
some or all employees of such entity; and (3) 
does not adjust cash retirement benefits 
based on eligibility for a premium reduction. 

Effective Date. Applies to premiums for 
months beginning with January 1, 1998, ex
cept that months before that date could be 
counted in determining whether an indi
vidual met the 60 month requirement speci
fied above. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with a modification specifying 
that the individual must have been enrolled 
in Part Band not have had the premium paid 
in whole or in part by a governmental entity 
for the preceding 84 months (rather than the 
preceding 60 months). 
COVERAGE OF SERVICES IN RELIGIOUS NON

MEDICAL HEALTH CARE INSTITUTIONS UNDER 
THE MEDICARE AND MEDICAID PROGRAMS 

Section 5470 of the Senate amendment 
CURRENT LAW 

Medicare covers the services furnished by 
Christian Science sanatoria under Part A of 
the program. In order to be a covered pro
vider, the institution must be listed and cer
tified by the First Church of Christ, Sci
entist of Boston, Mass. A certified sanato
rium qualifies as both a hospital and as a 
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skilled nursing facility. Under Medicare , two 
separate types of benefits are payable: serv
ices received in an inpatient Christian 
Science sanatorium and extended care serv
ices in a sanatorium. Section 186l(e)(9) of the 
Social Security Act includes a Christian 
Science sanatorium in the definition of a 
hospital ; 1861(y) defines an extended care in 
a Christian Science skilled nursing facility. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Strikes the reference to Christian Science 
sanatorium in the definition of "hospital," 
and in the definition of extended care in 
Christian Science skilled nursing facilities, 
and inserts the term " a religious nonmedical 
health care institution" in these sections. 
The provision would define a nonmedical 
health care institution as an institution that 
(1) is exempt from taxes under section 
501(c)(3) of the Internal Revenue Code of 1986; 
(2) is lawfully operated under all applicable 
federal, state, and local laws and regula
tions; (3) provides only nonmedical nursing 
items and services exclusively to patients 
who choose to rely solely upon a religious 
method of healing, and for whom the accept
ance of medical health services would be in
consistent with their religious beliefs; (4) 
provides such nonmedical items and services 
exclusively through nonmedical nursing per
sonnel who are experienced in caring for the 
physical needs of such patients; (5) provides 
such nonmedical items and services to inpa
tients on a 24-hour basis; (6) on the basis of 
religious beliefs, does not provide through its 
personnel or otherwise medical items and 
services (including any medical screening, 
examination, diagnosis, prognosis, treat
ment, or the administration of drugs) for its 
patients; (7) is not part of, or owned by, or 
under common ownership with, or affiliated 
with a health care facility that provides 
medical services; (8) has in effect a specified 
utilization review plan; (9) provides the Sec
retary with information required to imple
ment this section, to monitor quality of 
care, and to provide for coverage determina
tions; and (10) meets such other require
ments as the Secretary finds necessary in 
the interest of the health and safety of indi
viduals who are furnished services in these 
institutions. 

The Secretary would be required to treat 
an institution as meeting the conditions of 
participation for Medicare if the accredita
tion of an institution by a State, regional, or 
national agency or association provided rea
sonable assurances that any or all of the pre
ceding requirements were met. The Sec
retary would be prohibited from requiring 
any patient of a religious nonmedical health 
care institution to undergo any medical 
screening, examination, diagnosis, prognosis, 
or treatment of any kind or to accept any 
other medical health care service, if the pa
tient (or legal representative of the patient) 
objects on religious grounds. The Secretary 
would be prohibited from subjecting a reli
gious nonmedical health care institution (or 
its patients or personnel) to any medical su
pervision, regulation, or control, to the ex
tent that such supervision, regulation or 
control would be contrary to the religious 
beliefs of the institution or its patients or 
personnel. 

Medicare payment would be made for inpa
tient hospital services or post-hospital ex
tended care services furnished to an indi
vidual in a religious nonmedical health care 
institution only if: (1) the individual had 
made an election in effect for such benefits; 

and (2) the individual had a condition such 
that the individual would qualify for benefits 
under Medicare for inpatient hospital serv
ices or extended care services if the indi
vidual was an inpatient of a hospital or 
skilled nursing facility. 

To elect religious nonmedical health care 
services, an individual or their legal rep
resentative would be required to sign a state
ment that they were conscientiously opposed 
to acceptance of non-excepted medical treat
ment and the individual 's acceptance of non
excepted medical treatment would be incon
sistent with the individual's sincere religious 
beliefs. (Excepted medical treatment would 
include medical care or treatment for the 
setting of fractured bones, medical care or 
treatment received involuntarily, or medical 
care or treatment required under federal or 
state law or law of a political subdivision of 
a state.) An election could · be revoked in a 
manner specified by the Secretary, and 
would be deemed to be revoked if the indi
vidual received Medicare reimbursable non
excepted medical treatment, regardless of 
whether or not benefits for such treatment 
were provided under Medicare. If an individ
ual's election had been made and revoked 
twice, the next election could not become ef
fective until one year after the most recent 
previous revocation, and any succeeding 
election could not become effective until 5 
years after the date of tbe most recent pre
vious revocation. 

The Secretary would also be required to es
timate the relevant Medicare expenditure 
level before the beginning of each fiscal year, 
beginning with FY 2000. If the Secretary de
termined that the level estimated Medicare 
expenditures for a fiscal year would exceed 
the trigger level for that fiscal year, the Sec
retary would be required to provide for a pro
portional reduction in payment amounts 
under Part A of Medicare for covered serv
ices for the fiscal year involved that would 
assure that the level does not exceed the 
trigger level for that year. The Secretary 
would be authorized to, instead of making 
some or all of the payment reduction, impose 
other conditions or limitations with respect 
to the coverage of services as appropriate to 
reduce the relevant Medicare expenditure 
level to the trigger level. 

The trigger level for a fiscal year for FY 
1998 would be $20 million, and for a suc
ceeding fiscal year the amount would be 
specified as the amount for the previous fis
cal year increased by the percentage in
crease in the consumer price index for all 
urban consumers for the 12-month period 
ending with July preceding the beginning of 
the fiscal year. 

The Secretary would be required to mon
itor the relevant Medicare expenditure level 
for each fiscal year beginning with FY 1999. 
If the Secretary determined that the rel
evant Medicare expenditure level for a fiscal 
year exceeded, or was less than, the trigger 
level for that fiscal year, then the trigger · 
level for the succeeding fiscal year would be 
required to be reduced, or increased, respec
tively, by the amount of the excess or deficit 
expenditure. 

At the beginning of each fiscal year (begin
ning with FY 1999), the Secretary would be 
required to submit to the Committee on 
Ways and Means of the House of Representa
tives and the Committee on Finance of the 
Senate an annual report on coverage and ex
penditures for covered services under the 
Medicare and Medicaid programs. The report 
would be required to include: (1) the relevant 
Medicare expenditure level for the previous 
fiscal year and estimated for the fiscal year 

involved; (2) trends in the expenditure level; 
and (3) facts and circumstances of any sig
nificant change in the expenditure level from 
the levels in previous fiscal years. 

The provision would amend Medicaid to 
strike references to Christian Science and 
inserting " a religious nonmedical health 
care institution." The provision would pro
vide conforming amendments to sections of 
the Social Security Act. 

Effective Date. Applies to items and serv
ices furnished on or after enactment. By no 
later than July 1, 1998, the Secretary would 
be required to issue regulations to carry out 
these amendments on an interim basis pend
ing notice and opportunity for public com
ment. For periods before the effective date of 
the regulations, such regulations would be 
required to recognize elections entered into 
in good faith in order to comply with the re
quirements of this section. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments speci
fying what would constitute common owner
ship or ownership interest by a provider of 
medical services, that ownership interest of 
less than 5% would not be taken into ac
count, and what would be considered to cre
ate an affiliation between a medical care 
provider and a religious nonmedical health 
care institution. Excepted medical treat
ment would not include medical care or 
treatment for the setting 'of broken bones. In 
making adjustments to the trigger level, if 
expenditures for a fiscal year were less than 
the trigger level projected for a fiscal year, 
the Secretary could not increase the trigger 
level for a succeeding fiscal year by more 
than $50 million. 

The conference agreement continues the 
provision of needed nonmedical nursing serv
ices to poor and elderly Americans who have 
contributed to the Medicare and Medicaid 
systems, without requiring them to violate 
their sincerely held religious beliefs. Like 
the Senate amendment, it repeals certain 
provisions applicable only to Christian 
Science sanatoria and nursing care, 42 U.S.C. 
§§ 1395x(e), 1395x(y)(l), 1320c- ll, which were 
held unconstitutional by a federal district 
court on the ground that they were sect-spe
cific, in violation of the Establishment 
Clause (C.H.l.L.D., Inc. v. Vladeck , 938 F. 
Supp. 1466 (D. Minn. 1996)). The conference 
agreement replaces these provisions with a 
sect-neutral accommodation available to 
any person who is relying on a religious 
method of healing and for whom the accept
ance of medical health services would be in
consistent with his or her religious beliefs. 
The Conferees believe these modifications 
fully respond to and satisfy the constitu
tional concerns raised by the district court. 

The conference agreement limits Medicare 
and Medicaid reimbursements to services 
furnished to patients having a condition 
such that they would be inpatients in a hos
pital or a medical skilled nursing facility 
were it not for their religious beliefs. Reim
bursable services are limited to nonmedical 
nursing services and related items, com
parable to services and related nursing mate
rials supplied to inpatients in a hospital or a 
medical skilled nursing facility. These serv
ices and items are plainly secular in nature. 
No payments can be made for the services of 
those who provide spiritual treatment 
through prayer; and , therefore, in the case of 
Christian Scientists, for example, no pay
ments can be made for the services of the 
Christian Science practitioner. Accordingly, 
the proposed statute meets the requirements 
of Establishment Clause decisions precluding 
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the direct funding of religious teaching or 
prayer. See Bradfield v. Roberts, 175 U.S. 291 
(1899); Bowen v. Kendrick, 487 U.S. 589 (1988). 

The Conference Committee, after extensive 
consultation with the Committee on the Ju
diciary of the Senate and of the House of 
Representatives, is satisfied that the con
ference agreement comports with the First 
Amendment, and indeed that it serves the in
terest of religious freedom. The conference 
agreement does not provide unconstitutional 
benefits to religion. Rather, it avoids the un
fairness of requiring these Americans to pay 
taxes, including payroll taxes to the Medi
care Trust Fund, for years without being 
able to receive any benefits. The Conferees 
believe it would be particularly harsh to cut 
off nursing benefits for poor and elderly men 
and women who have not made alternative 
arrangements for financing their health care 
and who now rely on the availability of non
medical ·nursing benefits at a time when 
other patients receive reimbursement for 
hospital care. 

In addition, the conference agreement sets 
out detailed eligibility criteria for religious 
nonmedical health care institutions that the 
Conferees believe are necessary to protect 
the health and safety of patients in such in
stitutions and to prevent fraud and abuse 

The Conferees understand that there are 
religious nonmedical health care institu
tions that have been Medicare and/or Med
icaid providers since the inception of these 
programs. It is the intent of the Conferees 
that these providers will continue to receive 
reimbursement during the interim period 
prior to regulations being finalized, unless 
the Secretary concludes they are ineligible 
under the new provision. 

Subtitle G-Provisions Relating to Part B 
Only 

Chapter !-Physicians' Services 
ESTABLISHMENT OF SINGJ..,E CONVERSION 

FACTOR FOR 1998 
Sections 10601 and 4601 of House Bill and 

Section 5501 of Senate Amendment 
CURRENT LAW 

Medicare pays for physicians services on 
the basis of a fee schedule. The fee schedule 
assigns relative values to services. Relative 
values reflect three factors: physician work 
(time, skill, and intensity involved in the 
service), practice expenses, and malpractice 
costs. These relative values are adjusted for 
geographic variations in the costs of prac
ticing medicine. Geographically-adjusted rel
ative values are converted into a dollar pay
ment amount by a dollar figure known as the 
conversion factor. There are three conver
sion factors-one for surgical services, one 
for primary care services, and one f6r other 
services. The conversion factors in 1997 are 
$40.96 for surgical services, $35. 77 for primary 
care services, and $33.85 for other services. 

HOUSE BILL 
Section 10601. Sets a single conversion fac

tor for 1998, based on the 1997 primary care 
conversion factor, updated to 1998 by the 
Secretary's estimate of the weighted average 
of the three separate updates that would 
occur in the absence of the legislation. In 
subsequent years, the conversion factor 
would be the conversion factor established 
for the previous year, adjusted by the up
date. 

Effective Date. Enactment. 
Section 4601. Identical provision. 

SENATE AMENDMENT 
Similar provision, except that the Sec

retary would be required during the last 15 
days of October each year, to publish the 

conversion factor and the update for the fol
lowing year. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 
ESTABLISHING UPDATE TO CONVERSION FACTOR 

TO MATCH SPENDING UNDER SUSTAINABLE 
GROWTH RATE 

Sections 10602 and 4602 of House bill and 5502 
of Senate amendment 

CURRENT LAW 
The conversion factors are updated each 

year by a formula specified in the law. The 
update equals inflation plus or minus actual 
rate of spending growth in a prior period 
compared to a target known as the Medicare 
volume performance standard (MVPS). (For 
example, fiscal year 1995 data were used in 
calculating the calendar 1997 update.) How
ever, regardless of actual performance dur
ing a base period, there is a 5 percentage 
point limit on the amount of the reduction. 
There is no limit on the amount of the in
crease. 

HOUSE BILL 
Section 10602. Specifies the update to the 

conversion factor that would apply begin
ning in 1999 (unless otherwise provided for by 
law). The update to the single conversion 
factor for a year would equal the Medicare 
Economic Index (MEI) subject to an adjust
ment to match spending under a sustainable 
growth rate. Specifically, the update for a 
year would be calculated by multiplying: (1) 
1 plus the percentage change in the MEI, 
times (2) 1 plus the update adjustment factor 
(expressed as a percentage) for the year. The 
result would be reduced by 1 and multiplied 
by 100. 

Links the update to the sustainable growth 
rate. The update adjustment factor would be 
calculated as follows. First, the Secretary 
would estimate the difference between the 
cumulative sum of allowed expenditures for 
July 1, 1997 through June 30 of the year in
volved and the cumulative sum of actual ex
penditures for July 1, 1997 through June 30 of 
the preceding year. This amount would be di
vided by the actual expenditures for the 12-
month period (ending June 30) of the pre
ceding year, increased by the applicable sus
tainable growth rate which begins during 
such 12 month period. For the 12-month pe
riod ending June 30, 1997, allowed expendi
tures would be defined as actual expendi
tures for the period, as estimated by the Sec
retary. For a subsequent 12-month period, al
lowed expenditures would be defined as al
lowed expenditures established for the pre
vious period, increased by the sustainable 
growth rate established for the fiscal year 
which begins during that 12-month period. 

Establishes limits on the amount of vari
ation from the MEI; the update could not be 
more than three percentage points above or 
seven percentage points below the MEI. 

Effective Date. Applies to update for years 
beginning with 1999. 

Section 4602. Identical provision. 
SENATE AMENDMENT 

Similar provision except refers to cumu
lative " amount" rather than cumulative 
"sum" of actual expenditures. 

Effective Date. Applies to update for years 
beginning with 1999. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with an amendment that 
specifies that the base period for the update 
adjustment factor would begin April l, 1997 

rather than July 1, 1997 and that calculations 
would be for 12-month periods ending March 
31 rather than June 30. 

REP.LACEMENT OF VOLUME PERFORMANCE 
STANDARD WITH SUSTAINABLE GROWTH RATE 

Section 10603 and 4603 of House bill and 
Section 5503 of Senate amendment 

CURRENT LAW 
The Medicare Volume Performance Stand

ard (MVPS), used to calculate the update in 
the conversion factor, is a goal for the rate 
of expenditure growth from one fiscal year to 
the next. The MVPS for a year is based on 
estimates of several factors (changes in fees, 
enrollment, volume and intensity, and laws 
and regulations). The calculation is subject 
to a reduction known as the performance 
standard factor. 

HOUSE BILL 
Section 10603. The provision would replace 

the MVPS with the sustainable growth rate 
based on real gross domestic product (GDP) 
growth. Specifically, the rate for FY 1998 and 
subsequent years would be equal to the prod
uct of: (1) 1 plus the weighted average per
centage change in fees for all physicians 
services in the fiscal year; (2) 1 plus the per
centage change in the average number of in
dividuals enrolled under Part B (other than 
private plan enrollees) from the previous fis
cal year; (3) 1 plus the Secretary's estimate 
of the percentage growth in real GDP per 
capita from the previous fiscal year; and (4) 
1 plus the Secretary's estimate of the per
centage change in expenditures for all physi
cians services in the fiscal year which will 
result from changes in law and regulations 
(excluding changes in volume and intensity 
resulting from changes in the conversion fac
tor update). The result would be reduced by 
one and multiplied by 100. The term "physi
cians services" would exclude services fur
nished to a MedicarePlus plan enrollee. 

Requires publication of sustainable growth 
rates for each fiscal year beginning with FY 
1999. The publication would occur in the last 
15 days of October of the fiscal year in which 
the year begins, except that the FY 1999 rate 
would be published not later than January 1, 
1999. 

Effective Date. Enactment. 
Section 4603. Identical provision. 

SENATE AMENDMENT 
Similar provision except requires publica

tion of sustainable growth rates for each fis
cal year beginning with FY 1998 with the FY 
1998 rate published not later than January 1, 
1998. 

Effective Date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

PAYMENT RULES FOR ANESTHESIA SERVICES 
Section 10604 and 4604 of House bill and 

section 5504 of Senate amendment 
CURRENT LAW 

Anesthesia services are paid under a sepa
rate fee schedule (based on base and time 
units) with a separate conversion factor. The 
1997 conversion factor is $16.68. 

HOUSE BILL 
Section 10604. Specifies that the conversion 

factor would equal 46% of the conversion fac
tor established for other services for the 
year, except as adjusted for changes in work, 
practice expense, or malpractice relative 
value units. 

Effective Date. Applies to services fur
nished on or after January 1, 1998. 

Section 4604. Identical provision. 
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SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with clarifying language. 

IMPLEMENTATION OF RESOURCE-BASED 
PHYSICIAN PRACTICE EXPENSE 

Section 10605 and 4605 of House bill and 
Section 5504 of Senate amendment 

CURRENT LAW 
The Social Security Amendments of 1994 

(P.L. 103-432) required that the Secretary de
velop and provide for the implementation, 
beginning in 1998, of a resource-based meth
odology for payment of practice expenses 
under the physician fee schedule. Such ex
penses are currently paid on the basis of his
torical charges. 
(a) One-year delay in implementation; special 

rules for 1998 
HOUSE BILL 

Section 10605. Delays implementation of 
the practice expense methodology for 1 year 
until 1999. 

Section 4605. Identical provision. 
SENATE AMENDMENT 

Delays implementation of proposed HOF A 
rule on practice expenses for one year, until 
January 1, 1999. Specifics for 1998, practice 
expense relative value units would be re
duced to 110% of the number of work relative 
value units for specified services. These are 
services: (1) which have work relative units; 
and (2) for which the number of practice ex
pense relative value units determined for 
1998 exceeds 110% of the number of work rel
ative value units. Not included are services 
which the Secretary determines at least 75% 
of which are provided in an office setting. A 
budget neutral increase would be made in 
practice expense relative value units for of
fice visit procedure codes. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with an amendment. If the 
Secretary determined that the amount of the 
reallocation would exceed $390 million, the 
Secretary would apply a higher percentage 
than 110% so that the estimated reallocation 
would not exceed $390 million. Further, the 
practice expense relative value units for a 
procedure performed in an office or a setting 
outside an office could not be reduced if the 
in-office or out-of-office practice expense rel
ative value would be increased under the pro
posed regulations issued June 18, 1997. 
(b) Phased-in implementation 

HOUSE BILL 
Section 10605. Phases-in new methodology. 

In 1999, 25% of the practice payment would 
be based on the new methodology. This per
centage would increase to 50% in 2000 and 
75% in 2001. Beginning in 2002, the payment 
would be based solely on the new method
olog-y. 

Section 4605. Similar provision. 
SENA'rE AMENDMENT 

Requires the Secretary to implement the 
resource-based practice expense unit meth
odology ratably over the three year period, 
1999-2001, such that the methodology is fully 
implemented for 2001 and subsequent years. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House provision contained in Section 4605. 
(c) Secretarial direction 

HOUSE BILL 
Section 10605. No provision. 

Section 4605. Requires the Secretary, to de
velop new resource-based relative value 
units. In developing the units, the Secretary 
would be required to utilize, to the max
imum extent practicable, generally accepted 
cost accounting principles and standards 
which recognize all staff, equipment, sup
plies and expenses, not just those that can be 
tied to specific procedures. The Secretary 
would be required to use actual data on 
equipment utilization and other key assump
tions such as the proportion of costs which 
are direct versus indirect. The Secretary 
would be required to study whether hospital 
cost reduction methods and changing prac
tice patterns may have increased physician 
practice costs and consider adverse effects 
on patient access. The Secretary would fur
ther be required to consult with organiza
tions representing physicians regarding 
methodology and data to be used. 

Requires the Secretary to transmit a re
port to the House Ways and Means and Com
merce Committees and the Senate Finance 
Committee by March 1, 1998. The report 
would include a presentation of the data 
used and an explanation of the methodology. 

Requires the Secretary to publish a notice 
of proposed rule-making by May 1, 1998, and 
allow for a 90-day public comment period. 
The proposed rule would include: (1) detailed 
impact projections which compare proposed 
payment amounts with data on actual prac
tice expenses; (2) impact projections for spe
cial ties, sub-specialties, geographic payment 
localities, urban versus rural localities, and 
academic versus non-academic medical 
staffs; and (3) impact projections on access 
to care for Medicare patients and physician 
employment of clinical and administrative 
staff. 

SENATE AMENDMENT 
Requires the Secretary to assemble physi

cians in both surgical and nonsurgical areas, 
accounting experts and the chairman of the 
PPRC (or its successor) to solicit individual 
views on whether sufficient data exist to 
allow HCF A to proceed with implementa
tion. The Secretary would then determine 
whether sufficient data exists to proceed 
with practice expense relative value deter

-mination and would report on views of indi-
vidual members to the congressional com
mittees including any recommendations for 
modifying the rule. If the Secretary deter
mines insufficient data exists or that the 
rule needs to be revised, the Secretary would 
provide for additional data collection and 
other actions to correct deficiencies. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House provision with an amendment. The 
Secretary would be required to utilize to the 
maximum extent practicable, generally ac
cepted accounting principles and standards 
which recognize all staff equipment, supplies 
and expenses, not just those that can be tied 
to specific procedures. The Secretary would 
be required to use actual data on equipment 
utilization and other key assumptions. The 
Secretary would be required to consult with 
physician organizations regarding method
ology and data to be used. Further , the Sec
retary would be required to develop a refine
ment process to be used during each of the 
four years of the transition. The agreement 
makes clarifying modifications to items to 
be included in the proposed rule. 
( d) Review by Comptroller General 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires the Comptroller General to re

view and evaluate the proposed rule issued 

by HCFA. Within six months of enactment, 
the Comptroller General would be required 
to report to the Cammi ttees on Ways and 
Means and Finance on the results of the 
evaluation including the adequacy of the 
data used, categories of allowable costs, 
methods for allocating direct and indirect 
costs, and potential impact on beneficiary 
access. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
(e) Malpractice relative value units 

HOUSE BILL 
Section 10605. No provision. 
Section 4605. No provision. 
Effective Date.-
Section 10605. Enactment. 
Section 4605. Enactment. 

SENATE AMENDMENT 
Requires that for years beginning in 1999, 

the malpractice expense component would be 
based on the malpractice expense resources 
involved in furnishing the service. 

Effective Date. Applies to years beginning 
on or after January 1, 1998, except that provi
sion relating to application of resource-based 
malpractice expense methodology applies to 
years beginning on or after January 1, 1999. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with an amendment 
specifying that the application of resource
based methodology to malpractice relative 
value units would apply beginning January 
1, 2000. The provision clarifies that the cur
rent law limitation on annual adjustments, 
namely that the adjustments would be budg
et neutral, would apply. 
DISSEMINATION OF HOSPITAL-SPECIFIC PER 

DISCHARGE RELATIVE VALUES FOR INPA
TIENT HO SPIT AL SERVICES 

Section 10606 and 4606 of House bill 
CURRENT LAW 

In general, the law does not include a spe
cific limit on the number or mix of physi
cians services provided in connection with an 
inpatient hospital stay. (However, the law 
does require that certain services provided in 
connection with a surgery be included in a 
global surgical package and not billed sepa
rately.) 

HOUSE BILL 
Section 10606. Requires the Secretary, dur

ing 1999 and 2001, to determine for each hos
pital the hospital-specific per discharge rel
ative value amount for the following year 
and whether this amount is projected to be 
excessive. The Secretary would be required 
to notify the medical executive committee of 
each hospital having been identified as hav
ing an excessive hospital-specific relative 
value. 

Specifies that the hospital-specific relative 
value projected for a non-teaching hospital 
would be the average per discharge relative 
value for inpatient physicians services fur
nished by the medical staff for the second 
preceding calendar year, adjusted for vari
ations in case mix and disproportionate 
share status. For teaching hospitals, the pro
jected hospital-specific relative value would 
be: (1) the average per discharge relative 
value for inpatient physicians services fur
nished by the medical staff for the second 
preceding calendar year; plus (2) the equiva
lent per discharge relative value for physi
cians services furnished by interns and resi
dents during the second preceding year, ad
justed for case-mix, disproportionate share 
status, and teaching status among hospitals. 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16443 
The Secretary would be required to deter
mine the equivalent relative value unit per 
intern and resident based on the best avail
able data and could make such adjustment in 
the aggregate. The Secretary would be re
quired to adjust the allowable per discharge 
relative value otherwise determined to take 
into account the needs of teaching hospitals 
and hospitals receiving additional payments 
under PPS as disproportionate share hos
pitals or on the basis of their classification 
as Medicare-dependent small rural hospitals. 
The adjustment for teaching or dispropor
tionate share status could not be less than 
zero. 

Section 4606. Identical provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with a modification. The no
tice would be sent to a subset of identified 
hospitals. Further, the Secretary would be 
required to evaluate responses of notified 
hospitals and identified hospitals not noti
fied. 
TEMPORARY COVERAGE RESTORATION FOR 

PORTABLE ELECTROCARDIOGRAM TRANSPOR
TATION 

Sections 10608 and 4608 of House bill 
CURREN'!' LAW 

Medicare regulations for the 1997 physician 
fee schedule eliminated the separate pay
ment for transportation of EKG equipment 
by any supplier. 

HOUSE BILL 

Section 10608. Restores separate payment 
for 1 year, 1998, for transportation of EKG 
equipment based on the coding in effect in 
1996. The Secretary would be required by 
July 1, 1998 to determine, taking into ac
count the study by GAO and other informa
tion, whether portable EKG transportation 
should be covered. 

Effective date. Enactment 
Section 4608. Similar provision except re

places requirement for Secretarial deter
mination with requirement for submission of 
GAO report by July 1, 1998 on appropriate
ness of continuing payment. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision as contained in Section 10608 
with a modification to specify that payment 
in 1998 would be based on the payment meth
ods in effect in 1996. The Secretary would be 
required to make recommendations to Con
gress by July 1, 1998 as to whether portable 
X-ray transportation should be covered. Fur
ther Congressional action would be needed to 
extend the transportation payment after 
1998. 
FACILITATING THE USE OF PRIVATE CONTRACTS 

UNDER THE MEDICARE PROGRAM 

Section 5613 of Senate amendment 
CURRENT LAW 

Physicians are required to submit claims 
for services provided to their Medicare pa
tients and are subject to limits on amounts 
they can bill these patients. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Specifies that nothing in Medicare law 
shall prohibit a physician or another health 
care professional who does not provide items 
and services under Medicare from entering 

into a private contract with a Medicare ben
eficiary for health services for which no 
Medicare claim is to be submitted. Medi
care's limiting charge provisions would not 
apply to services provided to a beneficiary 
under such a contract. The Administrator of 
HCF A would be required to report to Con
gress by October 1, 2001, on the effect of pri
vate contracts under Medicare. The report 
would include analyses regarding the fiscal 
impact of such contracts on total Medicare 
expenditures and out-of-pocket expenditures 
for covered Medicare services. It would also 
include analyses of the quality of health 
services provided under the contracts. In ad
dition, the report would include rec
ommendations as to whether Medicare bene
ficiaries should continue to be able to enter 
private contracts and, if so, what legislative 
changes if any should be made to improve 
such contracts. 

Effective Date. Applies with respect to 
contracts entered into on and after October 
1, 1997. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with an amendment relat
ing to contract requirements. The amend
ment would specify that nothing in Medicare 
law would prohibit a physician or other prac
titioner from entering into a private con
tract with a Medicare beneficiary for health 
services, provided certain conditions are 
met. The physician or practitioner could not 
receive Medicare reimbursement for any 
item or service, either directly or on a 
capitated basis. Further, the physician or 
practitioner could not receive reimburse
ment from an organization which receives 
Medicare reimbursement for the item or 
service directly or on a capitated basis. 

The private contract would have to provide 
specified beneficiary protections. It would 
have to be written and signed by the bene
ficiary before any item or service was pro
vided pursuant to the contract. It could also 
not be entered into at a time when the bene
ficiary was facing an emergency or urgent 
health care situation. The contract would 
also clearly indicate to the beneficiary that 
by signing the contract the beneficiary: (1) 
agrees not to submit a claim for services 
even if they were otherwise covered under 
Medicare; (2) agrees to be responsible, wheth
er through insurance or otherwise, for pay
ments of such items and services and under
stands that no Medicare reimbursement will 
be provided; (3) acknowledges that no Medi
care limiting charge limits apply; (4) ac
knowledges that Medigap plans do not, and 
other supplemental insurance plans may 
elect not to, make payments for such items 
and services; and (5) acknowledges that the 
Medicare beneficiary has the right to have 
such items or services provided by other phy
sicians or practitioners for whom Medicare 
payment would be made. The contract would 
also be required to indicate whether the indi
vidual is excluded from participation in 
Medicare. 

The conference agreement would specify 
that an affidavit must be in effect at the 
time services are provided pursuant to the 
contract. The affidavit must be in writing 
and signed by the physician or practitioner. 
It must provide that the physician or practi
tioner would not submit any Medicare claim 
for any item or service provided to a Medi
care beneficiary (and will not receive any re
imbursement for any such item or service) 
for a 2-year period beginning on the date the 
affidavit is signed. A copy of the affidavit 
would have to be filed with the Secretary 
within 10 days after the first contract to 

which the affidavit applies is entered into. If 
a physician or practitioner signing an affi
davit knowingly and willfully submits a 
Medicare claim (or receives Medicare reim
bursement for) an item or service during 
such 2-year period, the ability to provide 
services under the private contract provision 
would not apply for the remainder of the pe
riod. Further, the physician or practitioner 
could not receive Medicare payments during 
such period. 

The Secretary rather than the Adminis
trator would submit the required report. The 
provision would apply with respect to con
tracts entered into on or after January 1, 
1998. 
Chapter 2-0ther Health Care Professionals 

INCREASED MEDICARE REIMBURSEMENT FOR 
NURSE PRACTITIONERS AND CLINICAL NURSE 
SPECIALISTS 

Section 10619 and 4619 of House bill and 
section 5506 of Senate amendment 

CURRENT LAW 

Separate payments are made for nurse 
practitioner (NP) services provided in col
laboration with a physician, which are fur
nished in a nursing facility. Recognized pay
ments equal 85% of the physician fee sched
ule amount. Nurse practitioners and clinical 
nurse specialists (CNSs) are paid directly for 
services provided in collaboration with a 
physician in a rural area. Payment equals 
75% of the physician fee schedule amount for 
services furnished in a hospital and 85% of 
the fee schedule amount for other services. 

HOUSE BILL 

Section 10619. Removes the restriction on 
settings. It would also provide that payment 
for NP and CNS services could only be made 
if no facility or other provider charges are 
paid in connection with the service. Pay
ment would equal 80% of the lesser of either 
the actual charge or 85% of the fee schedule 
amount for the same service if provided by a 
physician. For assistant-at-surgery services, 
payment would equal 80% of the lesser of ei
ther the actual charge or 85% of the amount 
that would be recognized for a physician 
serving as an assistant at surgery. The provi
sion would authorize direct payment for NP 
and CNS services. 

Clarifies that a clinical nurse specialist is 
a registered nurse licensed to practice in the 
state and who holds a master's degree in a 
defined clinical area of nursing from an ac
credited educational institution. 

Effective Date. Applies with respect to 
services furnished and supplies provided on 
or after January 1, 1998. 

Section 4619. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 

INCREASED MEDICARE REIMBURSEMENT FOR 
PHYSICIAN ASSIST ANTS 

Section 10620 and 4620 of House bill and 
Section 5507 of Senate amendment 

CURRENT LAW 

Separate payments are made for physician 
assistant (PA) services when provided under 
the supervision of a physician: (1) in a hos
pital, skilled nursing or nursing facility, (2) 
as an assistant at surgery, or (3) in a rural 
area designated as a health professional 
shortage area. 

HOUSE BILL 

Section 10620. Removes the restriction on 
settings. Payment for PA services could only 
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be made if no facility or other provider 
charges were paid in connection with the 
service. Payment would equal 80% of the 
lesser of either the actual charge or 85% of 
the fee schedule amount for the same service 
if provided by a physician. For assistant-at
surgery services, payment would equal 80% 
of the lesser of either the actual charge or 
85% of the amount that would be recognized 
for a physician serving as an assistant at 
surgery. The PA could be in an independent 
contractor relationship with the physician. 
Employer status would be determined in ac
cordance with state law. 

Effective Date. Applies with respect to 
services furnished and supplies provided on 
or after January 1, 1998. 

Section 4620. Identical provision. 
SENATE AMENDMENT 

-Iden ti cal provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 

CHIROPRACTOR SERVICES 
Section 10607 and 4607 of House bill 

CURRENT LAW 
Medicare covers chiropractic services in

volving manual manipulation of the spine to 
correct a subluxation demonstrated to exist 
by X-ray. Medicare regulations prohibit pay
ment for the X-ray either if performed by a 
chiropractor or ordered by a chiropractor. 

HOUSE BILL 
Section 10607. Eliminates the X-ray re

quirement effective January 1, 1998. 
Section 4607. Similar provision, except it 

would also require the Secretary to develop 
and implement utilization guidelines relat
ing to coverage of chiropractic services when 
a subluxation has not been demonstrated to 
exist by X-ray. 

SENATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill as contained in Section 4607 with 
an amendment to change the effective date 
to January 1, 2000. 

Nothing in this section shall be interpreted 
as a legislative indication that x-ray find
ings are not important and can serve a pur
pose in the practice of chiropractic. 

Chapter 3-0utpatient Hospital Services 
ELIMINATION OF FORMULA-DRIVEN OVERPAY

MENTS (FDO) FOR CERTAIN OUTPATIENT 
HOSPITAL SERVICES 

Sections 10411 and 4411 of the House bills and 
section 5311 of the Senate amendment 

CURRENT LAW 
Medicare payments for hospital outpatient 

ambulatory surgery, radiology, and other di
agnostic services equals the lesser of: (1) the 
lower of a hospital's reasonable costs or its 
customary charges, net of deductible and co
insurance amounts, or (2) a blended amount 
comprised of a cost portion and a fee sched
ule portion, net of beneficiary cost-sharing. 
The cost portion of the blend is based on the 
lower of the hospital's costs or charges, net 
of beneficiary cost sharing, and the fee 
schedule portion is based, in part, on ambu
latory surgery center payment rates or the 
rates for radiology and diagnostic services in 
other settings, net of beneficiary coinsur
ance (for those settings). The hospital cost 
portion and the fee schedule portion for sur
gical and radiology services are 42% and 58%, 
respectively. For diagnostic services the hos
pital cost portion is 50 percent and the fee 
schedule portion is 50 percent. 

A hospital may bill a beneficiary for the 
coinsurance amount owed for the outpatient 
service provided. The beneficiary coinsur
ance is based on 20 percent of the hospital's 
submitted charges for the outpatient service, 
whereas Medicare usually pays based on the 
blend of the hospital 's costs and the amount 
paid in other settings for the same service. 
This results in an anomaly whereby the 
amount a beneficiary pays in coinsurance 
does not equal 20 percent of the program's 
payment and does not result in a dollar-for
dollar decrease in Medicare program pay
ments. 

HOUSE BILL 
Section 10411. Requires that beneficiary co

insurance amounts be deducted later in the 
reimbursement calculation for hospital out
patient services, so that Medicare payments 
for covered services would be lower. Medi
care's payment for -hospital outpatient serv
ices would equal the blended amount less 
any amount the hospital may charge the 
beneficiary as coinsurance for services fur
nished during portions of cost reporting peri
ods occurring on or after October 1, 1997. 

Effective Date. Applies to services fur
nished during portions of cost reporting peri
ods occurring on or after October 1, 1997. 

Section 4411. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
EXTENSION OF REDUCTIONS IN PAYMENTS FOR 

COSTS OF HOSPITAL OUTPATIENT SERVICES 
Sections 10412 and 4412 of the House bills and 

Section 5312 of the Senate amendment 
a. Reduction in payments for capital-related 

costs 
CURRENT LAW 

Hospitals receive payments for Medicare 's 
share of capital costs associated with out
patient departments. OBRA 93 extended a 10 
percent reduction in payments for the cap
ital costs of outpatient departments through 
FY 1998. 

HOUSE BILL 
Section 10412. The provision would extend 

the 10 percent reduction in payments for out
patient capital through FY 1999 and during 
FY 2000 before January 1, 2000. 

Effective Date. Effective for cost reporting 
periods beginning on or after October 1, 1997. 

Section 4412. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
b. Reduction in payments for non-capital-re

lated costs 
CURRENT LAW 

Certain hospital outpatient services are 
paid on the basis of reasonable costs. OBRA 
93 extended a 5.8 percent reduction for those 
services paid on a cost-related basis through 
FY 1998. 

HOUSE BILL 
Section 10412. The 5.8 percent reduction for 

outpatient services paid on a cost basis 
would be extended through FY 1999 and dur
ing FY 2000 before January 1, 2000. 

Effective Date. Effective for cost reporting 
periods beginning on or after October 1, 1997. 

Section 4412. Identical provision. 

SENATE AMENDMENT 
Identical provision. 

CONFERENCE AGREEMENT 
The conference agreement includes provi

sions that are identical in the House bill and 
Senate amendment. 
PROSPECTIVE PAYMENT SYSTEM FOR HOSPITAL 

OUTPATIENT DEPARTMENT SERVICES 
Sections 10413 and 4413 of the House bills and 

Section 5313 of the Senate amendment 
CURRENT LAW 

Medicare payments for hospital outpatient 
ambulatory surgery, radiology, and other di
agnostic services equals the lesser of: (1) the 
lower of a hospital's reasonable costs or its 
customary charges, net of deductible and co
insurance amounts, or (2) a blended amount 
comprised of a cost portion and a fee sched
ule portion, net of beneficiary cost-sharing. 
The cost portion of the blend is based on the 
lower of the hospital's costs or charges, net 
of beneficiary cost sharing, and the fee 
schedule portion is based on ambulatory sur
gery center payment rates or the rates for 
radiology and diagnostic services in other 
settings, net of beneficiary coinsurance (for 
these other settings). For cost reporting pe
riods beginning on or after January 1, 1991, 
the hospital cost portion and the fee sched
ule portion for surgical and radiology serv
ices are 42 percent and 58 percent, respec
tively. For diagnostic services the hospital 
cost portion is 50 percent and the fee sched
ule portion is 50 percent. 

HOUSE BILL 
Section 10413. Requires the Secretary to es

tablish a ·prospective payment system for 
covered OPD services furnished beginning in 
1999. The Secretary would be required to de
velop a classification system for covered 
OPD services, such that services classified 
within each group would be comparable 
clinically and with respect to the use of re
sources. The Secretary would be required to 
establish relative payment rates for covered 
OPD services using 1996 hospital claims and 
cost report data, and determine projections 
of the frequency of utilization of each such 
service or group of services in 1999. The Sec
retary would be required to determine a 
wage adjustment factor to adjust the por
tions of payment attributable to labor-re
lated costs for relative geographic dif
ferences in labor and labor-related costs that 
would be applied in a budget neutral manner. 
The Secretary would be required to establish 
other adjustments as necessary, including 
adjustments to account for variations in co
insurance payments for procedures with 
similar resource costs, to ensure equitable 
payments under the system. The Secretary 
would also be required to develop a method 
for controlling unnecessary increases in the 
volume of covered OPD services. 

Hospital OPD coinsurance payments would 
be limited to 20% of the national median of 
the charges for the service (or services with
in the group) furnished in 1996 updated to 
1999 using the Secretary's estimate of charge 
growth during this period. The Secretary 
would be required to establish rules for the 
establishment of a coinsurance payment 
amount for a covered OPD service not fur
nished during 1996, based on its classification 
within a group of such services. 

For 1999, the Secretary would be required 
to establish a conversion factor for deter
mining the Medicare OPD fee payment 
amounts for each covered OPD service (or 
group of services) furnished in 1999 so that 
the sum of the products of the Medicare OPD 
fee payment amounts and the frequencies for 
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each service or group would be equal to the 
total amounts estimated by the Secretary 
that would be paid for OPD services in 1999. 
In subsequent years, the Secretary would be 
required to establish a conversion factor for 
covered OPD services furnished in an amount 
equal to the conversion factor established for 
1999 and applicable to services furnished in 
the previous year increased by the OPD pay
ment increase factor. The OPD payment in
crease factor would be equal to the sum of 
the hospital market basket (MB) percentage 
increase, plus 3.5 percentage points, but in 
no case more than the number of percentage 
points that would result in the pre-deduct
ible payment percentage exceeding 80%. 
When the amount of the beneficiary coinsur
ance for an individual procedure is equal to 
20 percent of the total payment, both the co
insurance and the Medicare program pay
ment would be increased by the full market 
basket. 

The Secretary would be required to estab
lish a procedure under which a hospital, be
fore the beginning of a year (starting with 
1999), could elect to reduce the coinsurance 
payment for some or all covered OPD serv
ices to an amount that would not be less 
than 20% of the total (Medicare program plus 
beneficiary coinsurance payment) amount 
paid for the service involved, adjusted for 
relative differences in labor costs and other 
factors. A reduced coinsurance payment 
could not be further reduced or increased 
during the year involved, and hospitals could 
disseminate information on the reduction of 
coinsurance amounts. 

The Secretary would be authorized to peri
odically review and revise the groups, rel
ative payment weights, and the wage and 
other adjustments to take into account 
changes in medical practice, medical tech
nology, the addition of new services, new 
cost data, and other relevant information. 
Any adjustments made by the Secretary 
would be made in a budget neutral manner. 
If the Secretary determined that the volume 
of services paid for under this subsection in
creased beyond amounts established through 
those methodologies, the Secretary would be 
authorized to adjust the update to the con
version factor otherwise applicable in a sub
sequent year. 

The coinsurance payment for covered OPD 
services would be determined by the provi
sions of this bill instead of the standard 20% 
coinsurance for other Part B services. 

Effective Date. Effective for services deliv
ered on or after January 1, 1999. 

Section 4413. Identical provision. 
SENATE AMENDMENT 

Similar provision, except requires the Sec
retary to use claims data from 1997 for estab
lishing the system requirements, the 
unadjusted copayment amount, and rules for 
new services. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with amendments. These include 
defining covered OPD services and updating 
the entire fee schedule amount (program 
payments plus beneficiary coinsurance pay
ments) by the market basket increase minus 
one percentage point for 2000 through 2002, 
and by the market basket percentage in
crease in subsequent years. Beneficiary coin
surance payments would be subtracted from 
the fee schedule amount to determine Medi
care program payments. 

The Conferees have given the Secretary 
discretion in determining the adjustment 
factors that will be applied to the OPD pro
spective rates. In examining the necessary 

adjustment factors, the Conferees would like 
the Secretary to examine whether an adjust
ment is warranted for those Eye and Ear spe
cialty hospitals that received payments 
under a different blend formula for cost re
porting periods beginning on or after October 
1, 1988 and before January 1, 1995. 

Chapter 4-Ambulance Services 
PAYMENTS FOR AMBULANCE SERVICES 

Sections 10431 and 4431 of House bill and 
Section 5321 of Senate amendment 

CURRENT LAW 

Payment for ambulance services provided 
by freestanding suppliers is based on reason
able charge screens developed by individual 
carriers based on local billings. Hospital or 
other provider-based ambulance services are 
paid on a reasonable cost basis; payment 
cannot exceed what would be paid to a free
standing suppliers. 

HOUSE BILL 

Specifies payment limits for ambulance 
services for FY 1998 through FY 2002. For 
ambulance services paid on a reasonable cost 
basis, the annual increase in the costs recog
nized as reasonable would be limited to the 
percentage increase in the consumer price 
index reduced for fiscal years 1998 and 1999 by 
1 percentage point. Similarly, for ambulance 
services furnished on a reasonable charge 
basis, the annual increase in the charges rec
ognized as reasonable would be limited to 
the percentage increase in the consumer 
price index reduced for fiscal years 1998 and 
1999 by 1 percentage point. 

Requires the Secretary to establish a fee 
schedule for ambulance services through a 
negotiated rule-making process. In estab
lishing the fee schedule, the Secretary would 
be required to: (1) establish mechanisms to 
control Medicare expenditure increases; (2) 
establish definitions for services; (3) consider 
appropriate regional and operational dif
ferences; (4) consider adjustments to pay
ment rates to account for inflation and other 
relevant factors; and (5) phase-in the applica
tion of the payment rates in an efficient and 
fair manner. In establishing the fee schedule, 
the Secretary would be required to consult 
with various national organizations rep
resenting individuals and entities who fur
nish and regulate ambulance services. 

Requires the Secretary to assure that pay
ments in FY 2000 under the fee schedule do 
not exceed the aggregate amount of pay
ments which would have been made in the 
absence of the fee schedule. The annual in
crease in the payment amounts in each sub
sequent year would be limited to the in
crease in the consumer price index. Medicare 
payments would equal 80% of the lesser of 
the fee schedule amount or the actual 
charge. Services would be paid on as assign
ment basis. 

Authorizes payment for advanced life sup
port (ALS) services provided by paramedic 
intercept service providers in rural areas. 
The ALS services would be provided under 
contract with one or more volunteer ambu
lance services. The volunteer ambulance 
service involved must be certified as quali
fied to provide the service, provide only 
basic life support services at the time of the 
intercept, and be prohibited by state law 
from billing for services. The ALS service 
provider must be certified to provide the 
services and bill all recipients (not just 
Medicare beneficiaries) for ALS intercept 
services. 

Effective Date. Enactment, except fee 
schedule provisions apply to services fur
nished on or after January 1, 2000. 

Section 4431. Similar provision, except 
specifies that limits on reasonable cost in-

creases for FY 1998-FY 2002 apply on a per 
trip basis. 

SENATE AMENDMENT 

Similar to Section 10431, except that: (1) 
the one percentage point reduction in the in
crease in reasonable charge and cost limits 
would be made only in 1998; (2) the fee sched
ule would be implemented in 1999 with pay
ments not to exceed those which would have 
been made in the absence of the fee schedule; 
and (3) the annual increase would be limited 
to the increase in the CPI minus one per
centage point (but not less than zero). 

Effective Date. Enactment, except fee 
schedule provisions apply to services fur
nished on or after January 1, 1999. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. The 
reasonable costs limits would be applied in 
FY 1998, FY 1999 and so much of FY 2000 as 
precedes January 1, 2000. The reduction 
would be one percentage point each fiscal 
year. The limits would be applied on a per 
trip basis. The Secretary could require, for 
services provided after June 30, 1998, that a 
code be provided; the code would be under a 
uniform coding system specified by the Sec
retary. The limits on reasonable charge pay
ments would apply on a calendar basis for 
FY 1998 and FY 1999 with the one percentage 
point reduction applicable in both years. 

The conference agreement specifies that 
the fee schedule would be implemented in 
2000. The aggregate amount of payments 
could not exceed what would be paid if the 
interim reductions remained in effect in that 
year. For purposes of this determination, the 
Secretary would assume the update in 2002 to 
be equal to the CPI minus one percentage 
point in 2001 and 2002. Beginning in 2001, the 
update would equal the preceding year's 
amount updated by the CPI, reduced by one 
percentage point in 2001 and 2002. The Sec
retary could require the use of a code under 
a uniform coding system. The fee schedule 
would apply to ambulance services whether 
provided directly by a supplier or provider or 
under arrangements with a provider. 
DEMONSTRATION OF COVERAGE OF AMBULANCE 

SERVICES UNDER MEDICARE THROUGH CON
TRACTS WITH UNITS OF LOCAL GOVERNMENT 

Sections 10432 and 4432 of House bill 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10432. Requires the Secretary to es
tablish up to three demonstration projects 
under which, at the request of a county or 
parish, the Secretary enters into agreement 
with such entity to furnish or arrange for 
the furnishing of ambulance services. The 
county or parish could not enter into a con
tract unless the contract covered at least 
80% of the residents enrolled in Part B. Indi
viduals or entities furnishing services would 
have to meet the requirements otherwise ap
plicable. The Secretary would make monthly 
per capita payments to the county or parish. 
In the first year, the capitated payment 
would equal 95% of the average annual per 
capita payment for ambulance services made 
in the most recent 3 years for which data is 
available. In subsequent years, it would the 
amount established for the preceding year 
increased by the CPL Payments under the 
contract would be in lieu of other payments 
for ambulance services. 

Specifies that the contract may provide for 
the inclusion of persons residing in addi
tional counties or parishes, permit transpor
tation to non-hospital providers, and imple
ment other innovations proposed by the 
county or parish. 
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Requires the Secretary to evaluate the 

demonstration projects and report by Janu
ary 1, 2000, on the study including rec
ommendations regarding modifications to 
the payment methodology and whether to 
extend or expand such projects. 

Effective Date. Enactment. 
Section 4432. Identical provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with clarifying language to speci
fy that the contracts would be made with 
units of local government. Further, the de
termination of whether the contract covers 
80 percent of Part B enrollees residing in the 
area would not include persons in a 
Medicare+Choice plan. 

Chapter 5-Rehabilitation Services 
REHABILITATION AGENCIES AND SERVICES 

Sections 10421 and 4421 of the House bills 
CURRENT LAW 

Medicare provides for special payment 
rules for certain types of providers of serv
ices covered under Part Band paid out of the 
SMI Trust Fund. 

HOUSE BILL 

Section 10421. For outpatient physical 
therapy and occupational therapy services, 
Medicare program payments for services pro
vided in 1998 would be, the lesser of the ac
tual charges for the services or the adjusted 
reasonable costs for the services minus bene
ficiary coinsurance payments. Adjusted rea
sonable costs would be defined as operating 
costs reduced by 5.8% and capital costs re
duced by 10%. After 1998, payment for these 
services would be 80% of the lesser of the ac
tual charge for the services, or 80% of the ap
plicable physician fee schedule amount. The 
provision would also exclude from Medicare 
coverage outpatient occupational therapy 
and physical therapy services furnished as 
incident to a physician's professional serv
ices that did not meet the standards pro
vided for outpatient physical therapy serv
ices furnished by a provider in a clinic, reha
bilitation agency, public health agency, or 
by others under an arrangement with and 
under the supervision of such providers. 

The provision would also apply the inde
pendent therapist per beneficiary cap of $900 
per year to outpatient therapy services be
ginning in 1999. The cap would be increased 
each year by the estimated increase in gross 
domestic product (GDP). 

Effective Date. Effective for services pro
vided on or after January 1, 1998. 

Section 4421. Identical provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The Conference agreement includes the 
House provisions with modifications. For re
habilitation agencies and certain outpatient 
therapy providers other than outpatient hos
pital departments, the Conference agreement 
includes: (1) 10-percent operating and capital 
cost reductions for 1998, (2) application of 
fee-schedule provisions for therapy services 
beginning in 1999, and (3) per beneficiary 
therapy caps currently applicable to inde
pendent therapists. Other non-therapy serv
ices provided by CORFs would be paid under 
existing fee schedules or those established by 
the Secretary, beginning in 1999. The per 
beneficiary cap is also amended to equal 
$1,500 (instead of $900) per year in 1999 
through 2001, then increased for each subse
quent year by the increase in the MEI, 

rounded to the nearest multiple of $10. Be
ginning in 1999, hospital outpatient depart
ments would be subject to the fee schedule 
for therapy services; however, the per bene
ficiary cap would not apply. 

The conference agreement requires the 
Secretary to report to the Congress, by no 
later than January 1, 2001, on recommenda
tions on a revised coverage policy of out
pa tien t physical therapy services and out
patient occupational therapy services based 
on classification of individuals by diagnostic 
category and prior use of .services, in both in
patient and outpatient settings, in place of 
uniform dollar limitations. The rec
ommendations would be required to include 
how a system of durational limits by diag
nostic category might be implemented in a 
budget-neutral manner. The conference 
agreement also modifies the effective date to 
provide that payments made under the phy
sician fee schedule and the higher per bene
ficiary cap apply to services furnished and 
expenses incurred on or after January 1, 1999. 
COMPREHENSIVE OUTPATIENT REHABILI'rATION 

FACILITIES (CORFS) 

Sections 10422 and 4422 of the House bills 
CURRENT LAW 

Medicare provides for special payment 
rules for certain types of providers of serv
ices covered under Part Band paid out of the 
SMI Trust Fund. 

HOUSE BILL 

Section 10422. CORF payments for services 
provided in 1998 would be the lessor of the ac
tual charges for the services or the adjusted 
reasonable costs for the services minus bene
ficiary coinsurance payments. Adjusted rea
sonable costs would be defined as operating 
costs reduced by 5.8% and capital costs re
duced by 10%. After 1998, payment for these 
services would be 80% of the lesser of the ac
tual charge for the services, or 80% of the ap
plicable physician fee schedule amount. The 
provision would also exclude from Medicare 
coverage outpatient occupational therapy 
and physical therapy services furnished as 
incident to a physician's professional serv
ices that did not meet the standards pro
vided for outpatient physical therapy serv
ices furnished by a provider in a clinic, reha
bilitation agency, public health agency, or 
by others under an arrangement with and 
under the supervision of such providers. 

The provision would also apply the inde
pendent therapist per beneficiary cap of $900 
per year to outpatient therapy services be
ginning in 1999. The cap would be increased 
each year by the estimated increase in gross 
domestic product (GDP). 

Effective Date. Effective for services deliv
ered on or after January 1, 1998. 

Section 4422. Identical provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill or the Senate amendment. 
(See Rehabilitation Agencies and Services, 
above.) 

Chapter 6---0ther Payment Provisions 
PAYMENTS FOR DURABLE MEDICAL EQUIPMENT 

(Sections 10611, 10612 and 4611, 4612, and 4622 
of House bill and Sections 5523, 5524, 5221, 
5224, 5225, and 5226 of Senate amendment) 

(a) Durable M edical Equipment (DME) Updates 

CURRENT LAW 

DME is reimbursed on the basis of a fee 
schedule. Items are classified into five 
groups for purposes of determining the fee 

schedules and making payments: (1) inexpen
sive or other routinely purchased equipment 
(defined as items costing less than $150 or 
which are purchased at least 75 percent of 
the time); (2) items requiring frequent and 
substantial servicing; (3) customized items; 
(4) oxygen and oxygen equipment; and (5) 
other items referred to as capped rental 
i terns. In general, the fee schedules establish 
national payment limits for DME. The limits 
have floors and ceilings. The floor is equal to 
85 percent of the weighted median of local 
payment amounts and the ceiling is equal to 
100 percent of the weighted median of local 
payment amounts. Fee schedule amounts are 
updated annually by the consumer price 
index for all urban consumers, CPI-U. 

HOUSE BILL 

Section 10611(a)(l). Eliminates updates to 
the DME fee schedules for each of the years 
1998 through 2002. 

Effective date. Enactment. 
Section 4611(a)(l). Identical provision. 

SENATE AMENDMENT 

Reduces the DME fee schedule update to 
CPI minus 2 percentage points (but not 
below zero) for each of the years 1998 through 
2002. 

Effective date. Applies to items furnished 
on and after January 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
(b) Upgraded Durable Medical Equipment 

CURRENT LAW 

Medicare requires that the payment 
amount for covered DME be consistent with 
what is reasonable and medically necessary 
to serve the intended purpose. Additional ex
penses for upgraded or deluxe features or 
items which are rented or purchased for 
added convenience or other purposes do not 
meet the reasonableness test. A beneficiary 
wishing upgraded features must purchase the 
upgraded item and seek reimbursement from 
Medicare for the basic item. Payment is 
based on the payment amount for the kind of 
item normally used to meet the intended 
purpose (i.e., the standard item). Usually 
this is the least costly item. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Effective on the date the Secretary issues 
regulations, beneficiaries could purchase or 
rent an item of upgraded DME for which pay
ment would be made by Medicare as if the 
item were a standard item. Suppliers of the 
upgraded item would receive payment as if 
the item were a standard item and the bene
ficiary would pay the supplier the difference 
between the supplier's charge and Medicare 's 
payment. In no event could the supplier's 
charge for an upgraded i tern exceed the ap
plicable fee schedule amount (if any) for the 
item. The Secretary's regulations would ad
dress the determination of fair market prices 
for upgraded items; full disclosure of the 
availability and price of standard items and 
proof of receipt of this information by the 
beneficiary before furnishing of the upgraded 
item; conditions of participation for sup
pliers in the simplified billing arrangement; 
sanctions of suppliers who are determined to 
engage in coercive or abusive practices, in
cluding exclusion; and such other safeguards 
as the Secretary determines are necessary. 

Effective date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language. 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16447 
The provision would apply to purchases or 
rentals after the effective date of any regula
tions issued by the Secretary. 
(c) Update for Orthotics and Prosthetics 

CURRENT LAW 

Prosthetics and orthotics are paid accord
ing to a fee schedule with principles similar 
to the DME fee schedule. The fee schedule es
tablishes regional payment limits for cov
ered items. The payment limits have floors 
and ceilings. The floor is equal to 90 percent 
of the weighted average of regional payment 
amounts and the ceiling is 120 percent. Fee 
schedule amounts are updated annually by 
CPI-U. 

HOUSE BILL 

Section 10611(a)(2). Limits the update for 
the prosthetics and orthotics fee schedule to 
1 percent for each of the years 1998 through 
2002. 

Effective date. Enactment. 
Section 4611(a)(2). Identical provision. 

SENATE AMENDMENT 

Reduces the prosthetics and orthotics fee 
schedule update to CPI minus 2 percentage 
points (but not below zero) for each of the 
years 1998 through 2000. 

Effective date. Applies to items furnished 
on and after January 1, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
(d) Payment Freeze for Parenteral and Enteral 

Nutrients, Supplies, and Equipment (PEN) 
CURRENT LAW 

Parenteral and enteral nutrients, supplies, 
and equipment are paid on the basis of the 
lowest reasonable charge levels at which 
items are widely and consistently available 
in the community. 

HOUSE BILL 

Section 10611(a)(3). Freezes reasonable 
charge payments for PEN at 1995 levels for 
the period 1998 through 2002. 

Effective date. Enactment. 
Section 4611(a)(3). Identical provision. 

SENATE AMENDMENT 

Reduces the reasonable charge updates for 
PEN to CPI minus 2 percentage points (but 
not below zero) for each of the years 1998 
through 2002. 

Effective date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 

The Conferees note that there is scientific 
evidence suggesting that intradialytic paren
teral nutrition (IDPN) therapy may be of 
benefit to certain subgroups of chronic dialy
sis patients. However, many questions re
main about the physiologic effects, efficacy, 
and indications for IDPN therapy. The Con
ferees urge the Secretary to further inves
tigate the clinical value of IDPN therapy, in 
consultattion with appropriate organizations, 
and to provide recommendations regarding 
Medicare coverage of this therapy. 
(e) Payment for Cochlear Implants 

CURRENT LAW 

Prosthetics and orthotics are paid accord
ing to a fee schedule with principles similar 
to the DME fee schedule. The fee schedule es
tablishes regional payment limits for cov
ered items. The payment limits have floors 
and ceilings. The floor is equal to 90 percent 
of the weighted average of regional payment 
amounts and the ceiling is 120 percent. 

HOUSE BILL 

Section 4622. Specifies that cochlear im
plants would be paid according to DME fee 
schedule for customized items. 

Effective date. Applies to implants im
planted on or after January 1, 1998. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House provision regarding cochlear im
plants. A cochlear implant is a surgically 
implanted, biomedical device used to im
prove hearing for patients with serious hear
ing loss. The Conferees were concerned that 
the cochlear provision would, in effect, es
tablish in statute the reimbursement for one 
specific item of durable medical equipment. 
Given that cochlear implant technology is 
rapidly advancing, and the relatively low 
number of such implants each year, the Con
ferees believed this matter requires further 
examination. The Conferees also noted that 
the Secretary is currently developing a fee 
schedule limit on cochlear implants but has 
not yet done so. Cochlear manufacturers are 
concerned that the Secretary is using inac
curate data in developing the fee schedule. 
According to manufacturers, many cochlear 
development programs will cease to be finan
cially viable if inaccurate data is used to 
generate a fee schedule. In this regard, the 
Conferees request that the Secretary exam
ine this issue carefully and report to Con
gress on the fee schedule proposal. The Con
ferees recommend that the committees with 
jurisdiction over the Medicare program care
fully monitor this issue. In addition, the 
Conferees note that other provisions of the 
conference agreement may address the con
cerns of cochlear manufacturers. For exam
ple, the conference agreement includes a 
more flexible "inherent reasonableness" au
thority for the Secretary to adjust payment 
amounts that are " grossly excessive or 
grossly deficient and not inherently reason
able." The Conferees believe cochlear im
plants may be a candidate for inherent rea
sonableness action if a problem develops in 
the future. 

OXYGEN AND OXYGEN EQUIPMENT 

Sections 10612 and 4612 of House bill and 
Section 5524 of Senate amendment 

CURRENT LAW 

Under Medicare oxygen and oxygen equip
ment are considered durable medical equip
ment and are paid according to a DME fee 
schedule. The fee schedule establishes a na
tional payment limit for oxygen and oxygen 
equipment. 

HOUSE BILL 

Section 10612. Reduces the national pay
ment limit for oxygen and oxygen equipment 
by 20 percent in 1998 through 2002. 

Effective date. Enactment. 
Section 4612. Identical provision. 

SENATE AMENDMENT 

Reduces the national payment limit for ox
ygen and oxygen equipment by 25 percent in 
1998 and an additional 12.5 percent in 1999. 
These reductions would continue to be re
flected in payments for oxygen in subsequent 
years. The Secretary would be authorized to 
establish separate classes of oxygen and oxy
gen equipment with differing payments, but 
only to the extent payments for home oxy
gen equipment are no greater (or less) than 
they would have been had separate classes 
and payment rates not been established. The 
Secretary would be required to establish, as 
soon as practicable, service standards and 
accreditation requirements for home oxygen 
providers. The General Accounting Office 
(GAO) would be required to study and report 
to the Ways and Means and Finance Commit-

tees on access to oxygen equipment, includ
ing recommendations for legislation, within 
6 months of enactment. The Secretary would 
be required to arrange with peer review orga
nizations to evaluate access to and quality of 
home oxygen equipment. In addition, the 
Secretary would be required to conduct a 
demonstration project on competitive bid
ding for home oxygen equipment. 

Effective date. Reductions in payments for 
oxygen effective January 1, 1998. Other provi
sions effective on enactment. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with modifications. The 
national payment limit for oxygen and oxy
gen equipment would be reduced by 25 per
cent in 1998 and an additional 5 percent in 
1999; the thirty percent reduction would 
apply in each subsequent year. The Sec
retary would be required to establish service 
standards but not accreditation require
ments for home oxygen providers. GAO's re
port on access to oxygen would be required 
to be submitted to Ways and Means, Com
merce, and Finance within 18 months of en
actment. The requirement for the Secretary 
to conduct a competitive bidding demonstra
tion for home oxygen would be eliminated 
(but at least one of the competitive acquisi
tion areas established in Subtitle D, Anti
Fraud and Abuse, would have to be for oxy
gen and oxygen equipment). The conferees 
wish to clarify that reductions in payments 
to oxygen and home oxygen equipment are in 
lieu of the Administration's proposed reduc
tions through the regulatory process. 

CLINICAL LABORATORY SERVICES 

Section 10613 and 4613 of House bill and 
Section 5521 of Senate amendment 

CURRENT LAW 

Clinical diagnostic laboratory tests are 
paid on the basis of areawide fee schedules. 
The law sets a cap on payment amounts 
equal to 76% of the median of all fee sched
ules for the test. The fee schedules amounts 
are updated by the percentage change in the 
CPL 
(a) Update; cap 

HOUSE BILL 

Section 10613. Freezes fee schedule pay
ments for the 1998-2002 period. The cap would 
be lowered from 76% of the median to 72% of 
the median beginning in 1998. 

Section 4613. Identical provision. 
SENATE AMENDMENT 

Reduces (but not below zero) the update by 
2 percentage points for each year, 1998-2002. 
The cap would be lowered to 74% of the me
dian beginning in 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision on the update . It includes 
the Senate amendment on lowering the cap. 
(b) Study. 

HOUSE BILL 

No provision. 
Effective Date. Enactment. 

SENATE AMENDMENT 

Requires the Secretary to request the In
stitute of Medicine to conduct a study of lab 
payments. The study would include a review 
of the adequacy of the current methodology 
and recommendations regarding alternative 
payment systems. It would also analyze and 
discuss the relationship between payment 
systems and access to high quality lab serv
ices for beneficiaries, including availability 
and access to new testing methodologies. 
The Secretary would be required to report to 
Congress within 2 years of enactment. 
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Effective Date. Enactment 

CONFERENCE AGR:b:EMEN'l' 

The conference agreement includes the 
Senate amendment with clarifying language. 

IMPROVEMENTS IN ADMINISTRATION OF 
LABORATORY SERVICES BENEFIT 

Sections 10614 and 4614 of House bill and 
Section 5522 of Senate amendment 

CURRENT LAW 

Significant variations exist among carriers 
in rules governing requirements labs must 
meet in filing claims for payments. 

HOUSE BILL 

Section 10614. Requires the Secretary to di
vide the country into no more than five re
gions and designate a single carrier for each 
region to process laboratory claims (other 
than for independent physicians offices) no 
later than January 1, 1999. One of the car
riers would be selected as a central statis
tical resource. The allocation of claims to a 
particular carrier would be based on whether 
the carrier serves the geographic area where 
the specimen was collected or other method 
selected by the Secretary. 

Requires the Secretary, by July 1, 1998, to 
adopt uniform coverage, administration, and 
payment policies for lab tests using a nego
tiated rule-making process. The policies 
would be designed to promote uniformity 
and program integrity and reduce adminis
trative burdens with respect to clinical diag
nostic laboratory tests in connection with 
beneficiary information submitted with a 
claim, physicians' obligations for docu
mentation and recordkeeping, claims filing 
procedures, documentation, and frequency 
limitations. Carriers could implement 
changes pending implementation of uniform 
policies. 

Permits the use of interim regional poli
cies where a uniform national policy had not 
been established and there is a demonstrated 
need for policy to respond to aberrant utili
zation or provision of unnecessary services. 
The Secretary would establish a process 
under which designated carriers could collec
tively develop and implement interim .na
tional standards for up to 2 years. 

Requires the Secretary to conduct a re
view, at least every 2 years, of uniform na
tional standards. The review would consider 
whether to incorporate or supercede interim 
regional or national policies. 

Specifies that before carriers implement a 
change in requirements (including use of in
terim regional and interim national policies) 
in the period prior to the adoption of uni
form policies, they must provide advance no
tice to interested parties and allow a 45 day 
period for parties to submit comments on 
proposed modifications. 

Requires the inclusion of a laboratory rep
resentative on carrier advisory committees. 
The representative would be selected by the 
committee from nominations submitted by 
national and local organizations rep
resenting independent clinical labs. 

Effective Date. Enactment. 
Section 4614. Similar provision, except that 

designation of single carrier excludes tests 
performed in "physicians offices" rather 
than " independent physicians offices." 

SENATE AMENDMENT 

Similar provision, except: (1) specifies that 
the provision designating single carriers for 
each of five regions would not apply to lab 
services furnished by independent physicians 
offices until such time as the Secretary de
termines such offices would not be unduly 
burdened by the application of billing re
quirements with respect to more than one 

carrier; (2) specifies that one of the goals in 
designing uniform policies is to " simplify ad
ministrative requirements" rather than "re
duce administrative burdens"; and (3) speci
fies that interim and national guidelines 
would apply to all lab services. 

Effective Date. Enactment 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments. The pro
vision designating single carriers for each of 
five regions would not apply to those physi
cian office laboratories which the Secretary 
determines would be unduly burdened by the 
application of billing responsibilities with 
respect to more than one carrier. 

The agreement would clarify that uniform 
policies are national uniform policies. The 
policies would be designed to promote pro
gram integrity and national uniformity and 
simplify administrative requirements with 
respect to lab tests in connection with bene
ficiary information submitted with a claim, 
medical conditions for which a lab test is 
reasonable and necessary, appropriate use of 
procedure codes in billing, required medical 
documentation, recordkeeping requirements, 
claims filing procedures, and limitations on 
frequency of coverage for the same test per
formed on the same individual. 

The agreement would provide that rec
ommendations from national and local orga
nizations that represent clinical laboratories 
would be considered in selecting the labora
tory representative on a carrier advisory 
committee. 

UPDATES FOR AMBULATORY SURGICAL 
SERVICES 

Sections 10615 and 4615 of the House bills and 
Section 5525 of the Senate amendment 

CURRENT LAW 

Medicare pays for ambulatory surgical 
center (ASC) services on the basis of prospec
tively determined rates. These rates are up
dated annually by the CPI-U. OBRA 93 elimi
nated updates for ASCs for FY 1994 and FY 
1995. 

HOUSE BILL 

Section 10615. Sets the updates for FY 1998 
through FY 2002 at the increase in the CPI
U minus 2.0 percentage points. The provision 
would set the update for each succeeding fis
cal year equal to the increase in the CPI- U. 

Effective date. Enactment. 
Section 4615. Identical provision. 

SENATE AMENDMENT 

Similar provision, except sets the updates 
for FY 1998 through FY 2002 at the increase 
in the CPI-U minus 2.0 percentage points, 
but not below zero. The provision does not 
include updates for succeeding years. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
REIMBURSEMENT FOR DRUGS AND BIOLOGICALS 

Section 10614 and 4614 of House bill and 5526 
of Senate amendment 

CURRENT LAW 

Payment for drugs is based on the lower of 
the estimated acquisition cost or the na
tional average wholesale price. Payment 
may also be made as part of a reasonable 
cost or prospective payment. 

HOUSE BILL 

Section 10616. Specifies that in any case 
where payment is not made on a cost or pro
spective payment basis, the payment would 
equal 95% of the average wholesale price. 

Effective Date. Applies to drugs and 
biologicals furnished on or after January l, 
1998. 

Section 4616. Identical provision. 
SENATE AMENDMENT 

Similar provision except the average 
wholesale price would be " as specified by the 
Secretary" . 

Specifies that in 1998, the payment amount 
could not exceed the amount payable on May 
1, 1997, and in subsequent years could not ex
ceed the previous year's amount increased by 
the percentage increase in the CPI. For any 
other drug or biological, the annual increase 
for any year following the first year for 
which payment is made would be limited to 
the percentage increase in the CPI. If pay
ment is made to a licensed pharmacy, the 
Secretary (as the Secretary determines ap
propriate) would pay a dispensing fee (less 
applicable deductible and insurance 
amounts). 

Requires the Secretary to conduct studies 
and surveys as necessary to determine the 
average wholesale price (and such other 
prices the Secretary determines appro
priate). The Secretary would report to the 
appropriate congressional committees with
in six months of enactment on the results. 

Effective Date. Applies to drugs and 
biologicals furnished on or after January 1, 
1998. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with modifications. The provision 
would specify that if payment is made to a 
licensed pharmacy, the Secretary (as the 
Secretary determines appropriate) would pay 
a dispensing fee (less applicable deductible 
and coinsurance amounts). 

The agreement would require the Sec
retary to study the effect of the provision on 
average wholesale prices and report the re
sults of such study to the appropriate com
mittees of Congress by July 1, 1999. 

COVERAGE OF ORAL ANTI-NAUSEA DRUGS 
UNDER CHEMOTHERAPEUTIC REGIMEN 

Section 10617 and 4617 of House bill 
CURRENT LAW 

Medicare provides coverage for certain oral 
cancer drugs. The Administration has speci
fied that Medicare will pay for self-admin
istrable oral or rectal versions of self-admin
istered anti-emetic drugs when they are 
needed for the administration and absorption 
of primary Medicare covered oral anticancer 
chemotherapeutic agents when a high likeli
hood of vomiting exists. 

HOUSE BILL 

Section 10617. Provides coverage, under 
specified conditions, for an oral drug used as 
an acute anti-emetic used as part of an 
anticancer chemotherapeutic regimen. It 
would have to be administered by a physi
cian (or as prescribed by a physician) for use 
immediately before, at, or within 48 hours 
after the time of administration of the 
chemotherapeutic agent and used as a full 
replacement for the anti-emetic therapy 
which would otherwise be administered in
tra venously. 

Establishes a per dose payment limit equal 
to 90% of the average per dose payment basis 
for the equivalent intravenous anti-emetics 
administered during the year, as computed 
based on the payment basis applied in 1996. 
The Secretary would be required to make ad
justments in the coverage of, or payment, for 
the anti-nausea drugs so that an increase in 
aggregate payments per capita does not re
sult. 

Effective Date. Applies to services fur
nished on or after January 1, 1998. 

Section 4617. Identical provision. 
SENATE AMENDMENT 

No provision. 
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CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with modifications. It deletes the 
provisions specifying payment limits. The 
Conferees expect that the oral forms of the 
anti-emetics will result in substantial cost 
savings to Medicare relative to the 
intraveneous versions of anti-emetics. 

RENAL DIALYSIS-RELATED SERVICES 

Sections 10621 and 4621 of the House bills 
CURRENT LAW 

Medicare covers persons who suffer from 
end-stage renal disease. Facilities providing 
dialysis services must meet certain require~ 
men ts. 

HOUSE BILL 

Section 10621. Requires the Secretary to 
audit a sample of cost reports of renal dialy
sis providers for 1995 and for each third year 
thereafter. The Secretary would also be re
quired to develop and implement by January 
1, 1999, a method to measure and report on 
the quality of renal dialysis services pro
vided under Medicare in order to reduce pay
ments for inappropriate or low quality care. 

Effective date. Enactment. 
Section 4621. Identical provision 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The Conference agreement includes the 
House provision with modifications. The 
Conference agreement would require each 
provider to be audited at least once every 
three years. The Conference agreement 
would require the Secretary to develop by no 
later than January 1, 1999, and implement by 
no later than January 1, 2000, a method to 
measure and report on the quality of renal 
dialysis services provided under Medicare. 
The conference agreement does not include 
the provision specifying that the quality 
measures are to be implemented in order to 
reduce payments for inappropriate or low 
quality care. 

Chapter 7-Part B Premium 
PART B PREMIUM 

Section 10631 and 4631 of House bill and 
Section 5541 of Senate amendment 

CURRENT LAW 

When Medicare was established in 1965, the 
Part B monthly premium was intended to 
equal 50% of program costs. The remainder 
was to be financed by federal general reve
nues, i.e., tax dollars. Legislation enacted in 
1972 limited the annual percentage increase 
in the premium to the same percentage by 
which social security benefits were adjusted 
for cost-of-living increases (i.e., cost-of-liv
ing or COLA adjustments). As a result, reve
nues dropped to below 25% of program costs 
in the early 1980s. Since the early 1980s, Con
gress has regularly voted to set the premium 
equal to 25% of costs. Under current law, the 
25% provision is extended through 1998; the 
COLA limitation would again apply in 1999. 

HOUSE BILL 

Section 10631. Sets permanently the Part B 
premium at 25% of program costs. 

Effective Date. Enactment. 
Section 4631. Identical provision 

SENATE AMENDMENT 

Similar provision 
Effective Date. Enactment 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language. 

INCOME-RELATED REDUCTION IN MEDICARE 
SUBSIDY 

Section 5542 of Senate amendment 
CURRENT LAW 

Under current law, all beneficiaries, re
gardless of income, pay the same Part B pre
mium. The premium is equal to 25% of pro
gram costs. The remaining 75% of Part B 
costs are paid from Federal general reve
nues. 
(a) Amount 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Specifies that individuals with incomes 
over $50,000 and couples (filing joint returns) 
with incomes over $75,000 would be subject to 
an increased Part B premium. The Federal 
subsidy would be phased out so that individ
uals with incomes at $100,000 and couples 
with incomes at $125,000 would pay 100% of 
program costs. There would be a straight 
line sliding scale phase-out of the subsidy for 
individuals with incomes between $50,000 and 
$100,000 and couples with incomes between 
$75,000 and $125,000. Income is defined as 
modified adjusted gross income (AGI) for a 
taxable year. (Married couples living to
gether but filing separate returns would be 
subject to a straight line sliding scale phase
out over the income range from zero to 
$50,000) 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(b) Administration 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary to make an initial 
determination of the amount of an individ
ual's modified AGI for a year. Not later than 
the preceding September, the Secretary 
would be required to notify each individual 
the Secretary determines would be subject to 
an increased premium. The determination 
would be based on the individual's actual 
modified AGI for the most recent taxable 
year for which such information is available 
or other information provided to the Sec
retary by the Secretary of the Treasury. The 
notice to the individual would include the 
Secretary's estimate of the individual's AGI 
for the year. The individual would have a 30 
day period (beginning with the date the no
tice is provided) to provide information on 
the individual's anticipated AGI for the 
forthcoming year. If the individual provides 
information during this period, it would 
serve as the basis for determining the indi
vidual's modified AGI. 

Requires the Secretary to make a premium 
adjustment if he or she determined (based on 
information provided by the Secretary of the 
Treasury) that actual modified AGI was dif
ferent from the amount initially determined. 
The adjustment would be made to the subse
quent year's premium to account for any 
overpayments or underpayments in the pre
vious year. 

Requires the Secretary to increase the ad
justment for an underpayment if the initial 
determination was based on information sup
plied by the individual. The increase would 
equal the interest rate (as determined under 
the Internal Revenue Code, compounded 
daily) applied to any underpayment. The in
terest would accrue from the first day of the 
month after the individual supplied informa
tion to the Secretary. It would end 30 days 
before the first month for which the monthly 

premium was increased to account for the 
underpayment. 

Authorizes the Secretary to make appro
priate recovery efforts in the case of an indi
vidual who owed an additional amount, but 
was not enrolled in Part B in the subsequent 
year. The Secretary would also be author
ized, in the case of a deceased individual, to 
make payments to the surviving spouse, or 
an individual's estate, in the case of overpay
ments to the program. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(c) Definition of Modified AG! 

HOUSE BILL 

No provision. 
SEN ATE AMENDMENT 

Specifies that modified AGI would gen
erally be defined as such term is used in the 
tax Code. The determination of modified AGI 
would be made without regard to provisions 
in the Code relating to: income from U.S. 
savings bonds used to pay higher education 
costs, income for persons living abroad, and 
income from sources within the U.S. posses
sions and Puerto Rico. The definition would 
include interest income which is exempt 
from Federal taxes. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(d) Transfer of Premium Amounts 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Specifies that Part B premium amounts at
tributable to the income-related reduction in 
the Federal subsidy would be transferred to 
the Part A trust fund. Amounts appropriated 
to cover the government contribution to 
Part B would not take into account the pre
mium amounts attributable to the income
related reduction in the Federal subsidy. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(e) Impact on Other Part B Premium Calcula

tions 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Specifies that the delayed enrollment pen
alty would apply to the income-related pre
mium amount. The provision that specifies 
that an individual's premium increase could 
not result in a reduction in an individual's 
social security check would not apply to per
sons subject to an income-related premium. 

Specifies that individuals would be able to 
pay the Secretary if the amount of estimated 
modified AGI is too low and results in a por
tion of the required premium not being de
ducted from the beneficiary's social security 
check. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(f) Reporting Requirements for Secretary of the 

Treasury 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Permits the Secretary of the Treasury, 
upon written request from the Secretary of 
HHS, to disclose to officers and employees of 
HCFA return information for taxpayers re
quired to pay Part B premiums. The infor
mation would be limited to: taxpayer iden
tity information; filing status; AGI; amounts 
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excluded from gross income (under provi
sions relating to savings bonds used to pay 
higher education costs and persons living 
abroad); tax-exempt interest income to the 
extent such information is available; and 
amounts excluded from gross income (under 
provisions relating to income from sources 
within U.S. possessions or Puerto Rico) to 
the extent such information is available. The 
information disclosed to HCF A could only be 
used for purposes of establishing the month
ly Part B premium. 

Effective Date. Applies to monthly pre
miums for months beginning with January 
1998. The Secretary would be permitted to re
quest taxpayer return information for tax
able years beginning after December 31, 1994. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
DEMONSTRATION PROJECT ON INCOME-RELATED 

PART B DEDUCTIBLE 

Section 5543 of Senate amendment 
CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires the Secretary to conduct a dem
onstration project in which individuals oth
erwise responsible for an income-related pre
mium (under Section 5542 of the Senate 
amendment) would instead be responsible for 
an income-related deductible. The income 
limits and administrative procedures would 
be the same as those used for the income-re
lated premium. The Secretary would conduct 
the project in a representative number of 
sites and include a sufficient number of indi
viduals to ensure that the project produced 
statistically valid findings. Participation in 
the project would be on a voluntary basis. 
Individuals enrolled in a Medigap plan could 
not participate in the project. 

Specifies that the project could not exceed 
a five-year period. The Secretary would con
sult with appropriate organizations and ex
perts in conducting the project. The Sec
retary would be permitted to waive compli
ance with Medicare and Medicaid law to the 
extent determined necessary. 

Requires the Secretary to report on the 
project to Congress within two years of en
actment, within five years of enactment, and 
biannually thereafter. The reports would in
clude a description of the demonstration 
projects; a description of the utilization and 
health care status of individuals partici
pating in the project; and any other informa
tion the Secretary determined to be appro
priate. 

Effective Date. Enactment 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 

Low INCOME BENEFICIARY BLOCK GRANT 
PROGRAM 

Section 5544 of Senate amendment 
CURRENT LAW 

Medicare beneficiaries are liable for spe
cific cost-sharing charges, namely pre
miums, deductibles, and coinsurance. Cer
tain low-income beneficiaries, known as 
qualified Medicare beneficiaries (QMBs), are 
entitled to have their Medicare cost-sharing 
charges paid by the Federal-State Medicaid 
program. A QMB is an aged or disabled per
son with income at or below the Federal pov
erty line ($7,890 for a single and $10,610 for a 
couple in 1997) and resources below $4,000 for 

an individual and $6,000 for a couple. Med
icaid protection is limited to payment of 
Medicare cost-sharing charges unless the in
dividual is otherwise entitled to Medicaid. 

States are also required to pay Medicare 
Part B premiums for Specified Low-Income 
Medicare beneficiaries (SLIMBs). These are 
persons who meet the QMB criteria, except 
that their income is slightly over the QMB 
limit. The SLIME limit is 120% of the Fed
eral poverty line. Medicaid protection is lim
ited to payment of the Medicare Part B pre
mium unless the individual is otherwise en
titled to Medicaid. 

The Federal government and the States 
share in the payment for QMB and SLIME 
benefits according to the matching formula 
applicable for Medicaid services (known as 
the Federal Medical Assistance Percentage 
(FMAP)). 

HOUSE BILL 

No provision (See Section 3422 in discus
sion of Medicaid). 

SENATE AMENDMENT 

Requires the Secretary to establish a block 
grant program to the States for the payment 
of Medicare Part B premiums for persons 
meeting the SLIME definition, except that 
their income is between 120% and 150% of the 
Federal poverty line. 

Requires States to submit a grant applica
tion to the Secretary. The Secretary would 
award grants to states with approved appli
cations. The amount of a state grant would 
bear the same ratio to the total appropriated 
as the total number of eligible persons in the 
state bears to the total eligible population 
nationwide. The FMAP -in a state with a 
grant would be 100%. 

Authorizes the Secretary to transfer from 
Part B the following amounts: $200 million in 
FY 1998, $250 million in FY 1999, $300 million 
in FY 2000, $350 million in FY 2001, and $400 
million in FY 2002. The funds would remain 
available without fiscal year limitation. The 
section would establish budget authority and 
represent an obligation of the Federal gov
ernment .. Grants could be made to the 50 
States, the District of Columbia, Puerto 
Rico, Guam, the Virgin Islands, American 
Samoa, and the Northern Mariana Islands. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. However, see Sec
tion 4731 which authorizes state coverage of 
additional low-income Medicare bene
ficiaries under the Medicaid program. 
GOVERNMENTAL ENTITIES ELIGIBLE TO ELECT 

TO PAY PART B PREMIUMS FOR ELIGIBLE IN
DIVIDUALS 

CONFERENCE AGREEMENT 

The conference agreement authorizes the 
Secretary to enter into an agreement with 
any state or local governmental entity speci
fied by the Secretary for payment of the 
Part B late enrollment penalty. 
Subtitle G-Provisions Relating to Parts A 

and B 
Chapter 1-Home Health Services 

(a) Home health prospective payment 
Sections 10441 and 4441 of House bill and 

Section 5343 of Senate amendment 
CURRENT LAW 

Medicare reimburses home health agencies 
on a retrospective cost-based basis. This 
means that agencies are paid after services 
are delivered for the reasonable costs (as de
fined by the program) they have incurred for 
the care they provide to program bene
ficiaries, up to certain limits. In provisions 
contained in the Orphan Drug Act of 1983, 

OBRA 87 and OBRA 90, Congress required the 
Secretary to develop alternative methods for 
paying for home health care on a prospective 
basis. In 1994, the Office of Research and 
Demonstration in the Health Care Financing 
Administration completed a demonstration 
project that tested prospective payment on a 
per visit basis. Preliminary analysis indi
cates that the per visit prospective payment 
methodology had no effect on cost per visit 
or volume of visits. The Health Care Financ
ing Administration has begun a second 
project, referred to as Phase II, to test pro
spective payment on a per episode basis, and 
has also undertaken research to develop a 
home health case-mix adjustor that would 
translate patients' varying service needs 
into specific reimbursement rates. 

HOUSE BILL 

Section 10441. Requires the Secretary to es
tablish a prospective payment system for 
home health and implement the system be
ginning October 1, 1999. All services covered 
and paid on a reasonable cost basis at the 
time of enactment of this section, including 
medical supplies, would be required to be 
paid on a prospective basis. In implementing 
the system, the Secretary could provide for a 
transition of not longer than 4 years during 
which a portion of the payment would be 
based on agency-specific costs, but only if 
aggregate payments were not greater than 
they would have been if a transition had not 
occurred. 

In establishing the prospective system, the 
Secretary would be authorized to consider an 
appropriate unit of service and the number 
of visits provided within that unit, potential 
changes in the mix of services provided with
in that unit and their cost, and a general 
system design that provides for continued 
access to quality services. 

Under the new system, the Secretary 
would compute a standard prospective pay
ment amount (or amounts) that would ini
tially be based on the most current audited 
cost report data available to the Secretary. 
For fiscal year 2000, payment amounts under 
the prospective system would be computed in 
such a way that total payments would equal 
amounts that would have been paid had the 
system not been in effect, but would also re
flect a 15% reduction in cost limits and per 
beneficiary limits in effect September 30, 
1999. Payment amounts would be standard
ized in a manner that eliminates the effect of 
variations in relative case mix and wage lev
els among different home health agencies in 
a budget neutral manner. The Secretary 
could recognize regional differences or dif
ferences based on whether or not services are 
provided in an urbanized area. Beginning 
with fiscal year 2001, standard prospective 
payment amounts would be adjusted by the 
home health market basket. 

The payment amount for a unit of home 
health service would be adjusted by a case 
mix adjustor factor established by the Sec
retary to explain a significant amount of the 
variation in the cost of different units of 
service. The labor-related portion of the pay
ment amount would be adjusted by an area 
wage adjustment factor that would reflect 
the relative level of wages and wage-related 
costs in a particular geographic area as com
pared to the national average. The Secretary 
could provide for additions or adjustments to 
payment amounts for outliers because of un
usual variations in the type or amount of 
medically necessary care. The total amount 
of outlier payments could not exceed 5 per
cent of total payments projected or esti
mated to be made in a year. The Secretary 
would be required to reduce the standard 
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prospective payments by amounts that in 
the aggregate would equal outlier adjust
ments. If a beneficiary were to transfer to or 
receive services from another home health 
agency within the period covered by a pro
spective payment amount, then the payment 
would be prorated between the agencies in
volved. 

Claims for home health services furnished 
on or after October 1, 1998, would be required 
to contain an appropriate identifier for the 
physician prescribing home health services 
or certifying the need for care. Claims would 
also be required to include information 
(coded in an appropriate manner) on the 
length of time of a service, as measured in 15 
minute increments. The categories of serv
ices for which time information would have 
to be included on a claim would be skilled 
nursing care; therapies-physical and occu
pational therapy and speech language pa
thology; medical social services; and home 
health aide services. 

Administrative or judicial review would 
not be permitted for the establishment of the 
transition period (if any) for the prospective 
payment system; the definition and applica
tion of payment units; the computation of 
initial standard payment amounts; the es
tablishment of the reduction in the standard 
prospective payment amount for outliers and 
the establishment of any adjustments for 
outliers; the establishment of case-mix and 
area wage adjustments; and the amounts or 
types of adjustments to the prospective pay
ment amounts. 

Periodic interim payments for home 
health services would be eliminated. All 
home health care agencies would be paid ac
cording to the prospective payment system. 

In order for home health services to be 
considered covered care, home health care 
agencies would be required to submit claims 
for all services, and all payments would be 
made to a home health agency without re
gard to whether or not the item or service 
was furnished by the agency, by others under 
arrangement, or under any other contacting 
or consulting arrangement. 

Effective date . Applies to cost-reporting 
periods beginning on or after October 1, 1999. 

Section 4441. Identical provision. 
SENATE AMENDMENT 

Identical provision, except requires the 
Secretary to reduce cost limits and per bene
fi~iary limits in effect September 30, 1999, by 
15 Yo, even if the Secretary is not prepared to 
implement the new prospective payment sys
tem October 1, 1999. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language. 

The Conferees continue to be concerned 
about "shell" certified home health agencies 
and support efforts to route out abuses that 
exist. However, the Conferees believe that in 
establishing cost limits or a prospective pay
ment system for home health care, the Sec
retary should consider state programs aimed 
at targeting such abuses, particularly those 
that provide for increased flexibility in the 
training and utilization of home health 
aides. 
(b) Recapturing Savings Resulting from Tem

porary Freeze on Payment Increases for 
Home Health Services (Sections 10711 and 
4711 of House bill and Section 5341 of Senate 
amendment) 

CURRENT LAW 

Home health limits are updated annually. 
The Omnibus Budget Reconciliation Act of 
1993 (0BRA93) required that there be no up
dates in home health cost limits (including 

no adjustments for changes in the wage 
index or other updates of data) for cost re
porting periods beginning on or after July 1, 
1994, and before July 1, 1996. 

HOUSE BILL 

Section 10711. Requires the Secretary, in 
establishing home health limits for cost re
porting periods beginning after September 
30, 1997, to capture the savings stream result
ing from the OBRA 93 freeze of home health 
limits by not allowing for the market basket 
updates to the limits that occurred during 
the cost reporting periods July 1, 1994 
through June 30, 1996. In granting exemp
tions or exceptions to the cost limits, the 
Secretary would not consider the preceding 
provision for recapturing· savings from the 
OBRA 93 freeze. 

Effective date. Enactment. 
Section 4711. Identical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(c) Interim Payments for Home Health Services 

(Section 10712 and 4712 of House bill and 
Section 5342 of Senate amendment) 

CURRENT LAW 

Limits for individual home health services 
are set at 112 percent of the mean labor-re
lated and nonlabor per visit costs for free-

. standing agencies (i.e., agencies not affili
ated with hospitals) . The limits are effective 
for cost reporting periods beginning on or 
after July 1 of a given year and ending June 
30 of the following year. 

HOUSE BILL 

Section 10712. Prior to implementation of 
the new home health prospective payment 
system, reduces per visit cost limits to 105 
percent of the national median of labor-re
lated and nonlabor costs for freestanding 
home health agencies, effective for cost-re
porting periods beginning October 1, 1997 ( in 
effect, delaying the cycle for updating the 
limits). 

In addition, for cost reporting periods be
ginning on or after October 1, 1997, home 
health agencies would be paid the lesser of: 
(1) their actual costs (i.e., allowable reason
able costs); (2) the per visit limits, reduced 
to 105% of the national median, applied in 
the aggregate; or (3) a new blended agency
specific per beneficiary annual limit, applied 
to the agency's unduplicated census count of 
Medicare patients. The blended per bene
ficiary limit would be based 75% on an agen
cy's own costs per beneficiary and 25% on 
the average cost per beneficiary for agencies 
in the same census region (adjusted for dif
ferences in labor costs). These costs would be 
calculated using cost reports for cost report
ing periods ending in 1994, updated by the 
home health market basket and would in
clude the costs associated with non-routine 
medical supplies. For new providers and 
those providers without a 12-month cost re
porting period ending in calendar year 1994, 
the per beneficiary limit would be equal to 
the median of these limits (or the Sec
retary's best estimates) applied to home 
health agencies. Home health agencies that 
have altered their corporate structure or 
name would not be considered new providers 
for these purposes. For beneficiaries using 
more than one home health agency, the per 
beneficiary limitation would be prorated 
among the agencies. 

The Secretary would be required to expand 
research on a prospective payment system 

for home health that ties prospective pay
ments to a unit of service, including an in
tensive effort to develop a reliable case mix 
adjuster that explains a significant amount 
of variance in cost. The Secretary would be 
authorized to require all home health agen
cies to submit additional information that is 
necessary for the development of a reliable 
case-mix system, effective for cost reporting 
periods beginning on or after October 1, 1997. 

Effective date . Enactment. 
Section 4712. Identical provision. 

SENATE AMENDMENT 

Identical, except the per beneficiary limit 
would be based strictly on agency-specific 
costs, and not on a blended amount. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with amendments to (1) cal
culate the blended per beneficiary limits 
based on 98 percent of 1994 costs; (2) specify 
that the per beneficiary limits for new pro
viders and others without a 12-month cost 
reporting period ending in fiscal year 1994 
would be equal to the median of limits for 
home health agencies; and (3) require the 
Secretary to establish by April 1, 1998, per 
beneficiary limits that would be effective for 
FY 1998. 
(d) Clarification of Part-Time or Intermittent 

Nursing Care (Section 10713 and 4713 of 
House bill and Section 5363 of Senate 
amendment) 

CURRENT LAW 

Both Parts A and B of Medicare cover 
home health visits for persons who need 
skilled nursing care on an intermittent basis 
or physical therapy or speech therapy. Once 
beneficiaries qualify for the benefit, the pro
gram covers part-time or intermittent nurs
ing care provided by or under the supervision 
of a registered nurse and part-time or inter
mittent home health aide services, among 
other services. Coverage guidelines issued by 
HCFA have defined part-time arid intermit
tent. 

HOUSE BILL 

Section 10713. Effective for services fur
nished on or after October l, 1997, includes in 
Medicare statute definitions for part-time 
and intermittent skilled nursing and home 
health aide services. For purposes of receiv
ing skilled nursing and home health aide 
services, "part-time or intermittent" would 
mean skilled nursing and home health aide 
services furnished any number of days per 
week as long as they are furnished (com
bined) less than 8 hours each day and 28 or 
fewer hours each week (or, subject to review 
on a case-by-case basis as to the need for 
care, less than 8 hours each day and 35 or 
fewer hours per week). For purposes of quali
fying for Medicare's home health benefit be
cause of a need for intermittent skilled nurs
ing care, " intermittent" would mean skilled 
nursing care that is either provided or need
ed on fewer than 7 days each week, or less 
than 8 hours of each day for periods of 21 
days or less (with extensions in exceptional 
circumstances when the need for additional 
care is finite and predictable). 

Effective date. Applies to services fur
nished on or after October 1, 1997. 

Section 4713. Identical provision. 
SEN ATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
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(e) Study on Definition of Homebound (Section 

10714 and 4714 of House bill and Section 
5364 of Senate amendment) 

CURRENT LAW 

In order to be eligible for home health 
care, a Medicare beneficiary must be con
fined to his or her home. The law specifies 
that this "homebound" requirement is met 
when the beneficiary has a condition that re
stricts the ability of the individual to leave 
home, except with the assistance of another 
individual or with the aid of a supportive de
vice (such as crutches, a cane, a wheelchair, 
or a walker), or if the individual has a condi
tion such that leaving his or her home is 
medically contraindicated. The law further 
specifies that while an individual does not 
have to be bedridden to be considered con
fined to home, the condition of the indi
vidual should be such that there exists a nor
mal inability to leave home, that leaving 
home requires a considerable and taxing ef
fort by the individual, and that absences 
from home are infrequent or of relatively 
short duration, or are attributable to the 
need to receive medical treatment. 

HOUSE BILL 

Section 10714. Requires the Secretary of 
Health and Human Services to conduct a 
study on the criteria that should be applied, 
and the method for applying criteria, to the 
determination of whether an individual is 
considered homebound for purposes of quali
fying for Medicare's home health benefit. 
The Secretary would be required to report to 
Congress no later than October 1, 1998, and 
make specific recommendations on such cri-
teria. · 

Effective date. Enactment. 
Section 4714. Identical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. · 
(f) PaJ}ment Based on Location Where Home 

Health Service is Furnished (Section 10715 
and 4715 of House bill and Section 5344 of 
Senate amendment) 

CURRENT LAW 

Some home health agencies are established 
with the home office in an urban area and 
branch offices in rural areas. Payment is 
based on where the service is billed, in this 
case the urban area with its higher wage 
rate, even if the service had been delivered in 
a rural area. 

HOUSE BILL 

Section 10715. Effective for cost reporting 
periods beginning on or after October 1, 1997, 
requires home health agencies to submit 
claims on the basis of the location where a 
service is actually furnished. 

Effective date. Applies to cost reporting 
periods beginning on or after October 1, 1997. 

Section 4715. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(g) Normative Standards for Home Health 

Claims Denials (Section 10716 and 4716 of 
House bill and Section 5365 of Senate 
amendment) 

CURRENT LAW 

As long as they remain eligible, home 
health users are entitled to unlimited num
ber of visits. 

HOUSE BILL 

Section 10716. Authorizes the Secretary to 
establish normative guidelines for the fre
quency and duration of home health services. 
Payments would be denied for visits that ex
ceed the normative standards. Also author
izes the Secretary to establish a process for 
notifying a physician in which the number of 
home health visits furnished according to a 
prescription or certification of the physician 
significantly exceeds the threshold nor
mative number of visits that would be cov
ered for specific conditions or situations. 

Effective date . Applies to services on or 
after October 1, 1997. 

Section 4716. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment. 
(h) No Home Health Benefits Based Solely on 

Drawing Blood (Section 10717 and 4717 of 
House bill) 

CURRENT LAW 

In order to qualify for Medicare's home 
health benefit, a person must be homebound 
and be in need of intermittent skilled nurs
ing care or physical or speech therapy. 

HOUSE BILL 

Section 10717. Clarifies that a person could 
not qualify for Medicare's home health ben
efit on the basis of needing skilled nursing 
care for venipuncture for the purpose of ob
taining· a blood sample. 

Effective date. Applies to home health 
services furnished beginning 6 months after 
enactment. 
Section 4717. Identical provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 
(I) Copayment for Part B Home Health Services 

(Section 5362 of Senate amendment) 
CURRENT LAW 

Medicare's home health benefit is subject 
neither to deductibles nor coinsurance. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Establishes a $5 per visit copayment for 
Part B covered home health services, billed 
monthly, and capped annually at an amount 
equal to the Part A hospital deductible. 

Effective date. Applies to services fur
nished on or after October 1, 1997. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(j) Inclusion of Cost of Service in Explanation of 

Medicare Benefits (Section 5366 of Senate 
amendment) 

CURRENT LAW 

The Health Care Financing Administration 
is required to include certain information in 
the explanation of benefits that beneficiaries 
receive following the provision of services. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires, in the case of home health serv
ices covered under Part B, that the expla
nation of benefits include information about 
the total amount the home health agency 
billed for services provided. 

Effective date. Applies to explanation of 
benefits provided on and after October 1, 
1997. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
the Senate amendment. 
(k) Transfer of Certain Home Health Visits to 

Part B (Sections 10531 and 4718 of House bill 
and Section 5361 of Senate amendment) 

CURRENT LAW 

Both Parts A and B of Medicare cover 
home health. Neither part of the program ap
plies deductibles or coinsurance to covered 
visits, and beneficiaries are entitled to an 
unlimited number of visits as long as they 
meet eligibility criteria. Section 1833(d) of 
Medicare law prohibits payments to be made 
under part B for covered services to the ex
tent that individuals are also covered under 
Part A for the same services. As a result, the 
comparatively few persons who have no Part 
A coverage are the only beneficiaries for 
whom payments are made under Part B. 

HOUSE BILL 

Section 10531. Gradually transfers from 
Part A to Part B home health visits that are 
not part of the first 100 visits following a 
beneficiary's stay in a hospital or skilled 
nursing facility and during a home health 
spell of illness. The transfer would be phased 
in over a period of 6 years between 1998 and 
2003. In order to determine what portion of 
visits to transfer in a given year, the Sec
retary would first estimate the amount of 
payments that would have been made if (1) 
Part A home health services had the defini
tion they did before enactment of this sec
tion and (2) Part A home health services 
were limited to the 100 visits following an in
stitutional stay. The Secretary would next 
determine the difference between the two 
amounts for each year 1998 through 2002 and 
then multiply that amount by a proportion 
specified for the given year. For 1998, the 
proportion is 1/6; for 1999, 216; for 2000, 3/6; for 
2001, 4/6; for 2002, 5/6; and for 2003, 6/6. The 
Secretary would be required to specify a 
visit limit or a post-institutional limitation 
that would result in a reduction in the 
amount of Part A home health payments 
equal to the transfer amount specified above. 
On or after January l, 2003, Part A would 
cover only post-institutional home health 
services for up to 100 visits during a home 
health spell of illness, except for those per
sons with Part A coverage only who would be 
covered for services without regard to the 
post-institutional limitation. 

The increase in the Part B premium attrib
utable to the transferred visits would be 
phased in over a period of 7 years, between 
1998 and 2004. For 1998, the Part B premium 
would be increased by one-seventh of the 
extra costs due to the transfer; for 1999, the 
Part B premium would be increased by two
sevenths of the extra costs; for 2000, three
sevenths; for 2001, four-sevenths; for 2002, 
five-sevenths; for 2003, six-sevenths; and for 
2004, the total of the extra costs due to the 
transfer. 

Post-institutional home health services 
would be defined as services furnished to a 
Medicare beneficiary: (1) after an inpatient 
hospital or rural primary care hospital stay 
of at least 3 days, initiated within 14 days 
after discharge; or (2) after a stay in a 
skilled nursing facility, initiated within 14 
days after discharge. Home health spell of 
illness would be defined as the period begin
ning when a patient first receives post-insti
tutional home health services and ending 
when the beneficiary has not received inpa
tient hospital, skilled nursing facility, or 
home health services for 60 days. 
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Claims administration for transferred vis

its would continue to be done by Part A fis
cal intermediaries. 

The threshold for hearings before an ad
ministrative law judge on disputed claims 
would be $100 for home health services cov
ered under Part B. 

Effective date. Applies to services fur
nished on or after January 1, 1998. 

Section 4718. All home health visits that 
are not post-hospital visits would be trans
ferred from Part A to Part B effective Octo
ber 1, 1997. Post-hospital home health serv
ices would be defined as the first 100 visits 
furnished to an individual under a plan of 
treatment established when the individual is 
an inpatient of a hospital or rural primary 
care hospital for at least 3 consecutive days, 
or during a covered SNF stay, so long as 
services are initiated within 30 days after 
discharge from the institution. The Sec
retary would be required to calculate the in
crease in the Part B premium attributable to 
the transfer. This increase would be phased 
in over a period of 7 years, between 1998 and 
2004. For 1998, the Part B premium would be 
increased by one-seventh of the extra costs 
due to the transfer; for 1999, the Part B pre
mium would be increased by two-sevenths of 
the extra costs; for 2000, three-sevenths; for 
2001, four-sevenths; for 2002, five-sevenths; 
for 2003, six-sevenths; and for 2004, the total 
of the extra costs due to the transfer. 

Identical provision regarding hearings for 
home health disputed claims, but no provi
sion on fiscal intermediary administration of 
transferred Part B home health visits. 

The Secretary would be required to submit 
to Congress by October 1, 1999, a report on 
the impact on home health utilization and 
admissions to hospitals and skilled nursing 
facilities of covering only the first 100 post
hospital home health visits under Part A. In 
addition, the Secretary would be required to 
re-examine and submit a report on this im
pact 1 year after the full implementation of 
the home health prospective payment sys
tem required under the bill. 

Effective date. Applies to services fur
nished on or after October 1, 1997. 

SENATE AMENDMENT 

Similar to Section 10531, except that trans
fer to Part B (of home health visits that are 
not part of the first 100 post-institutional 
visits) would take place over a period of 7 
years, rather than 6. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House Ways and Means provision as included 
in section 10531, with an amendment to re
quire the Secretary to transfer, over the 6-
year period and in the specified proportions, 
expenditures rather than visits. 

The conference agreement also includes a 
provision requiring the Secretary, not later 
than October 1, 1997, to report to the Com
merce, Ways and Means, and Finance Com
mittees on an estimate of Medicare home 
health outlays under parts A and B during 
each of the fiscal years 1998 through 2002. Not 
later than the end of each of the years 1999 
through 2002, the Secretary would also be re
quired to submit a report that compares ac
tual outlays with estimated outlays. If the 
Secretary finds for a fiscal year that actual 
outlays were greater than estimated outlays, 
the report would also be required to include 
recommendations regarding beneficiary co
payments or such other methods as will re
duce the growth in outlays for Medicare 
home health services. 

Chapter 2- Graduate Medical Education 
Subchapter A-Indirect Medical Education 

REDUC'l'ION IN ADJUSTMENT FOR INDIRECT 
MEDICAL EDUCATION 

Section 10506 of the House bill and Section 
5446 of the Senate amendment 

CURRENT LAW 

Medicare recognizes the costs of graduate 
· medical education in teaching hospitals and 
the higher costs of providing services in 
those institutions. Medicare recognizes the 
costs of graduate medical education under 
two mechanisms: direct graduate medical 
education (GME) payments and an indirect 
medical education (IME) adjustment. The 
IME is designed to compensate hospitals for 
indirect costs attributable to the involve
ment of residents in patient. The additional 
payment to a hospital is based on a formula 
that provides an increase of approximately 
7.7 percent in the DRG payment, for each 10 
percent increase in the hospital teaching in
tensity (based on its intern and resident-to
bed). 

HOUSE BILL 

Reduces the IME adjustment from the cur
rent aggregate 7.7% to 6.6% in FY 1998, and 
to 5.5% during and after FY 1999. For dis
charges occurring on or after October 1, 1997, 
the total number of residents and interns in 
either a hospital or non-hospital setting 
could not exceed the number of interns and 
residents reported on the hospital 's cost re
port for the period ending December 31, 1996. 
For hospital 's first cost reporting period be
ginning on or after October 1, 1997, the total 
number of FTE residents and interns for pay
ment purposes would equal the average of 
the actual FTE resident and intern count for 
the cost reporting period and the preceding 
year 's cost reporting period. For the cost re
porting period beginning October 1, 1998, and 
each subsequent cost reporting period, sub
ject to certain limits, the total number of 
FTE residents and interns for payment pur
poses would equal the average of the actual 
FTE resident count for the cost reporting pe
riod and the preceding two year's cost re
porting periods. The Secretary would have 
discretion to establish rules for new resi
dency programs. 

Effective Date. Enactment. 
SENATE AMENDMENT 

Similar provision, except reduces the IME 
adjustment from the current 7.7% to 7.0% in 
FY 1998; to 6.5% in FY 1999; to 6.0% in FY 
2000; and to 5.5% in FY 2001 and subsequent 
years. 

The provision would authorize the Sec
retary to allow hospitals with new approved 
residency training programs, for the first 5 
years of such a program, an additional 
amount of FTE interns and residents, sub
ject to the overall limit on the total number 
of FTE interns and residents. The additional 
number of FTE residents could not exceed 
the amount which would result in the num
ber of FTE interns or residents for all hos
pitals exceeding the number for the pre
ceding year. In allocating any additional 
residents, the Secretary would be required to 
give special consideration to facilities that 
meet the needs of underserved rural areas. 

For discharges occurring on or after Octo
ber 1, 1997, all the time spent by an intern or 
resident in patient care activities under an 
approved residency training program in a 
nonhospital setting would be counted to
wards the determination of FTEs if the hos
pital incurred all, or substantially all, of the 
costs of the training program in that setting. 

Effective Date. Enactment. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate provision with amendments. The con
ference agreement includes a requirement 
that the Secretary prescribe rules for lim
iting and counting the number of interns and 
residents in training programs established 
on or after January 1, 1995. The Secretary 
would be required to prescribe special rules 
for new and developing medical residency 
training programs. In promulgating such 
rules, the Secretary would be required to 
give special consideration to facilities that 
meet the needs of underserved rural areas. 

The conference agreement includes new 
permission for hospitals to rotate residents 
through non-hospital settings, which include 
primarily ambulatory care settings, without 
reduction in indirect medical education 
funds. The Conferees are concerned about the 
current lack of data on the number of resi
dents receiving training in ambulatory care 
sites. To address this matter, the Secretary 
is directed to develop an inventory of the 
number and types of such sites and the aver
age number of residents at these sites. The 
Conferees also intend that the Secretary in
clude in this inventory residents in training 
at qualified non-hospital providers which re
ceive direct graduate medical education pay
ments, as provided elsewhere in this legisla
tion. 
GRADUATE MEDICAL EDUCATION AND INDIRECT 

MEDICAL EDUCATION PAYMENTS FOR MAN
AGED CARE ENROLLEES 

Section 4008 of the House bill and Section 
5451 of the Senate amendment 

CURRENT LAW 

Medicare payments to risk-contract HMOs 
include amounts that reflect Medicare 's fee
for-service payments to hospitals in an area 
for indirect and direct graduate medical edu
cation costs. 

(a) Payments to Managed Care Organiza
tions Operating Graduate Medical Education 
Programs. 

HOUSE BILL 

Amends Section 1853 of the new Medicare 
Part C of the Social Security Act, as estab
lished by this legislation, to establish a 
mechanism for the allocation of payments 
for direct GME and IME costs carved out 
from the AAPCCs and MedicarePlus capita
tion rates to be made to risk contract plans 
under Section 1876 and MedicarePlus organi
zations. Beginning January 1, 1998, each con
tract with a MedicarePlus organization 
would be required to provide an additional 
payment for Medicare's share of allowable 
direct GME costs incurred by the organiza
tion for an approved medical residency pro
gram. A MedicarePlus organization that in
curred all or substantially all of the costs of 
the medical residency program would receive 
a payment equal to the national average per 
resident amount times the number of full
time-equivalent (FTE) residents in the pro
gram in non-hospital settings. The Secretary 
would be required to estimate the national 
average per resident amount equal to the 
weighted average amount that would be paid 
per FTE resident under the direct GME pay
ment in a calendar year. A separate deter
mination would be required to be made for 
primary care residency programs as defined 
by Medicare, including obstetrics and gyne
cology residency programs. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
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(b) Payments to Hospitals for Direct and Indi

rect Costs of Graduate Medical Education 
Programs Attributable to Managed Care En
rollees . 

HOUSE BILL 
Amends Part C of Medicare, as amended by 

Section 4001 of the bill, by inserting a new 
section 1858, "Payments to Hospitals for Cer
tain Costs Attributable to Managed Care En
rollees. " 

The Secretary would be required to make 
additional payments for the direct GME 
costs to PPS and PPS-exempt hospitals and 
hospitals located in a state with a state hos
pital reimbursement control system for serv
ices furnished to Medicare beneficiaries en
rolled in managed care. These payments 
would be phased in over 5 years in the same 
proportion as amounts are deducted (carved 
out) from Medicare managed care plans 
under the new Section 1853 established by 
the bill. Total payments under this provision 
could not exceed amounts deducted (carved 
out) of the MedicarePlus capitation rates. 
Subject to certain limits, the direct GME 
payment amount would be equal to the prod
uct of: (1) the aggregated approved amount 
of direct GME payments for the period, and 
(2) the fraction of the total number of inpa
tient-bed-days determined by the Secretary 
during the period which was attributable to 
Medicare managed care enrollees. The Sec
retary would be required to separately deter
mine the direct GME payment amount that 
would be paid to hospitals in a state with a 
reimbursement control system. 

The IME payment amount would be deter
mined, subject to certain limits, as equal to 
the product of: (1) the amount of the IME ad
justment factor applicable to the hospital 
under PPS, and (2) the product of (I) the 
number of discharges attributable to Medi
care managed care enrollees and (ii) the esti
mated average per discharge amount that 
would otherwise have been paid under PPS if 
the individuals had not been enrolled in a 
managed care plan. The Secretary would also 
be required to make payments for the costs 
attributable to Medicare managed care en
rollees, subject to certain limits in the same 
way as the direct GME payment amount. 
The Secretary would be required to sepa
rately determine the IME payment amounts 
that would be paid to hospitals in a state 
with a reimbursement control system. 

Effective date. Applies to contracts entered 
into on or after January 1, 1998. 

SENATE AMENDMENT 
Provides for additional direct GME pay

ments to hospitals for the services provided 
to Medicare managed care enrollees for cost 
reporting periods beginning on or after Janu
ary 1, 1998. Payments would be equal to the 
product of (1) the aggregate approved direct 
GME amount for the hospital in that period, 
and the fraction of the total number of inpa
tient-bed days attributable to Medicare man
aged care enrollees. The direct GME pay
ment amount would be phased in over a 4-
year period. The Secretary would be required 
to determine separately the direct GME pay
ment amount that would be paid to hospitals 
in a state with a reimbursement control sys
tem. 

The Secretary would also be required to 
make additional payments to PPS hospitals 
and hospitals located in a state with a rate 
setting system for IME costs attributable to 
providing services to Medicare managed care 
enrollees. The amount of the payment would 
be phased in over 4 years and be the product 
of (1) the aggregate approved amount for 
that period, and (2) the fraction of the total 

number of inpatient-bed days attributable to 
Medicare managed care enrollees. 

Effective date. Applies to contracts entered 
into on or after January 1, 1998. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate provision with amendments to phase 
in the payments over 5 years equal to 20% in 
1998; 40% in 1999; 60% in 2000; 80% in 2001; and 
100% in 2002. 

Subchapter B-Direct Graduate Medical 
Education 

LIMITATION ON PAYMENT BASED ON NUMBER 
OF RESIDENTS AND IMPLEMENTATION OF 
ROLLING AVERAGE FTE COUNT 

Sections 10731 and 4731 of the House bills and 
Section 5441 of the Senate amendment 

CURRENT LAW 
The direct costs of approved graduate med

ical education (GME) programs (such as the 
salaries of residents and faculty, and other 
costs related to medical education programs) 
are excluded from PPS and are paid on the 
basis of a formula that reflects Medicare 's 
share of each hospital 's per resident costs. 
Medicare 's payment to each hospital equals 
the hospital's costs per full-time-equivalent 
(FTE) resident, times the weighted average 
number of FTE residents, times the percent
age of inpatient days attributable to Medi
care Part A beneficiaries. Each hospital's per 
FTE resident amount is calculated using 
data from the hospital 's cost reporting pe
riod that began in FY 1984, increased by 1 
percent for hospital cost reporting periods 
beginning July 1, 1985, and updated in subse
quent cost reporting periods by the change 
in the CPI. OBRA 93 provided that the per 
resident amount would not be updated by the 
CPI for costs reporting periods during FY 
1994 and FY 1995, except for primary care 
residents and residents in obstetrics and 
gynecology. The number of FTE residents is 
weighted at 100 percent for residents in their 
initial residency period (i.e., the number of 
years of formal training necessary to satisfy 
specialty requirements for board eligibility). 
Residents in preventive care or geriatrics are 
allowed a period of up to 2 additional years 
in the initial residency training period. For 
residents not in their initial residency pe
riod, the weighting factor is 50 percent. On 
or after July 1, 1986, residents who are for
eign medical graduates can only be counted 
as FTE residents if they have passed des
ignated examinations. 

HOUSE BILL 
Section 10731. For cost reporting periods 

beginning on or after October 1, 1997, limits 
the total number of full-time equivalent 
(FTE) residents for which Medicare would 
make payments to the number of FTE resi
dents in medical residency training program 
during the hospital's cost reporting period 
ending December 31, 1996. For cost reporting 
periods beginning on or after October 1, 1997, 
the total number of FTE equivalent resi
dents counted for determining the hospital 's 
direct GME payment would equal the aver
age FTE counts for the cost reporting period 
and the preceding cost reporting period. For 
each subsequent cost reporting period, the 
total number of FTEs residents counted for 
determining the hospital's direct GME pay
ment, would be equal to the average of the 
actual FTE counts for the cost reporting pe
riod and preceding two cost reporting peri
ods. The provision would allow that, if a hos
pital's cost reporting period beginning on or 
after October 1, 1997, was not equal to 12 
months, the Secretary would make appro
priate modifications to ensure that the aver-

age FTE resident counts were based on the 
equivalent of full 12-month cost reporting pe
riods. The provision would require the Sec
retary to establish rules for new residency 
medical training programs. 

Effective Date. Enactment. 
Section 4731. Similar provision, except 

would not require the Secretary to establish 
rules for new programs. The provision would 
exclude dental residents from the counts of 
FTE residents. 

SENATE AMENDMENT 
Similar provision, except limit on the 

total number of residents specifically in
cludes only residents in a hospital's approved 
medical residency training program in the 
fields of allopathic medicine and osteopathic 
medicine . The provision would count the 
number of FTE residents as equal to the FTE 
count for the cost reporting period and the 
preceding two cost reporting periods. For 
new residency programs, defined as programs 
in their first five years of existence, the pro
vision would authorize the Secretary to pro
vide an additional amount of FTE residents, 
as long as the number of new FTEs would 
not cause the total number of all FTE resi
dents for all programs to exceed the total 
number of FTEs in the preceding year. In al
locating additional FTE residents, the Sec
retary would be required to give special con
sideration to facilities that meet the needs 
of the underserved rural areas. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Sen·ate provision with amendments including 
a requirement that the Secretary prescribe 
rules for limiting and counting the number 
of interns and residents in training programs 
established on or after January 1, 1995. In 
promulgating such rules, the Secretary 
would be required to give special consider
ation to facilities that meet the needs of un
derserved rural areas. 

The conference agreement provides for a 
" cap" or limit on the number of residents 
that may be reimbursed by the Secretary, on 
a national and a facility level, both in this 
section and in an earlier provision on indi
rect medical education payments. However, 
the Conferees recognize that such limits 
raise complex issues, and provide for specific 
authority for the Secretary to promulgate 
regulations to address the implementation of 
this provision. The Conferees believe that 
rulemaking by the Secretary would allow 
careful but timely consideration of this mat
ter, and that the record of the Secretary's 
rulemaking would be valuable when Congress 
revisits this provision. 

Among the specific issues that concerned 
the Conferees was application of a limit to 
new facilities, that is, hospitals or other en
tities which established programs after Jan
uary 1, 1995. The Conferees understand that 
there are a sizeable number of hospitals that 
elect to initiate such programs (as well as 
terminate such programs) over any period of 
time, and the Conferees are concerned that 
within the principles of the cap that there is 
proper flexibility to respond to such chang
ing needs, including the period of time such 
programs would be permitted to receive an 
increase in payments before a cap was ap
plied. Nonetheless, the Secretary 's flexi
bility is limited by the conference agreement 
that the aggregate number of FTE residents 
should not increase over current levels. 

In addition, the Conferees have included a 
provision for direct medical education pay
ments to entities not previously eligible, in
cluding Federally qualified health centers, 
rural health centers, and Medicare+Choice 
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organizations. The Secretary is expected to 
establish rules for such payments within the 
principles established by this provision. 

Another issue was the treatment of insti
tutions which are members of an affiliated 
group. In some circumstances, the Conferees 
believe that the intent of this provision 
would best be met by providing an aggregate 
limit for such affiliates or consortia rather 
than a per facility limit. Examples of con
sortia include an institution that operates 
affiliated programs at various sites nation
wide, and a group of community-based hos
pitals that together provide for residency 
training in conjunction with a medical 
school. 

The Conferees are also concerned about the 
application of the limit on the number of 
residents to programs established to serve 
rural underserved areas, which the Conferees 
believe have special importance in easing 
physician shortages in such areas. The con
ference agreement provides the Secretary 
with statutory direction to provide special 
consideration to such programs. 

The Conferees also note that a facility 
limit on the number of residents was pro
vided, rather than any direction on pay
ments according to specialty of physicians in 
training, to specifically avoid the involve
ment by the Secretary in decision making 
about workforce matters. The Conferees em
phatically believe such decisions should re
main within each facility, which is best able 
to respond to clinical needs and opportuni
ties. 

With regard to graduate medical education 
payments, the Conferees also note that the 
Secretary reimburses for the training of cer
tain allied health professionals, and urges 
the Secretary to include physician assistants 
and psychologists under such authority. 
PHASED-IN LIMITATION ON HOSPITAL OVER-

HEAD AND SUPERVISORY PHYSICIAN COMPO
NENT OF DIRECT MEDICAL EDUCATION COSTS 

Sections 10732 and 4732 of the House bills 
CURRENT LAW 

Medicare's· direct medical education costs 
for a cost reporting period includes an aggre
gate amount that is the product of the hos
pital's approved FTE resident amount and 
the weighted average number of FTE resi
dents in the hospitals approved medical resi
dency training programs in that period. 

HOUSE BILL 

Section 10732. Phases in over five years a 
limitation on hospital overhead and super
visory physician costs. For hospitals with 
overhead GME amounts that exceed the 75 
percentile of the overhead GME for all hos
pitals, the GME amount made for periods be
ginning on or after October 1, 1997, would be 
reduced by the lesser of: (1) 20% of the 
amount by which the overhead GME amount 
exceeds the 75th percentile amount, or (2) 
15% of the hospital's overhead GME amount 
otherwise determined without regard to this 
provision. 

The overhead GME amount for a period 
would be the product of the percentage of the 
hospital's per resident payment amount for 
the base period that was not attributable to 
salaries and fringe benefits, and the hospital 
specific per resident payment amount for the 
period involved. The base period would be de
fined as the cost reporting period beginning 
in FY 1984 or the period used to establish the 
hospital's per resident payment amount for 
hospitals that did not have approved resi
dency training programs in FY 1984. The Sec
retary would be required to establish rules 
for hospitals that initiate residency training 
programs during or after the base period. 

Effective Date. Applies to per resident pay
ment amounts attributable to periods begin
ning on or after October 1, 1997. 

Section 4732. Identical provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with an amendment which would 
require the Secretary to conduct a study on 
the variations among hospitals in hospital 
overhead and supervisory physician compo
nents of their direct medical education costs, 
and the reasons for such variations. The re
port would be required to be submitted to 
the Congress no later than one year after en
actment. 

The Conferees are aware of and concerned 
about studies and reports from the Prospec
tive Payment Assessment Commission and 
the Physician Payment Review Commission 
that describe wide variation in hospital-spe
cific per resident payment amounts. The 
Conferees have directed the Secretary to 
study and report back to the Committees of 
jurisdiction on reasons for such variations 
and to provide recommendations to reduce 
such variation, as appropriate, to provide 
greater payment equity among all teaching 
facilities receiving direct graduate medical 
education payments. 

PERMITTING PAYMEN'l' TO NON-HOSPITAL 
PROVIDERS 

Sections 10733 and 4733 of the House bills and 
Section 5442 of the Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10733. Requires the Secretary to 
submit to Congress, no later than 18 months 
after enactment, a proposal for payment to 
qualified non-hospital providers for their di
rect costs of medical education, if those 
costs were incurred in the operation of a 
Medicare approved medical residency train
ing program. The Secretary would be re
quired to specify the amounts, form, and 
manner in which such payments would be 
made, and the portion of the payments that 
would be made from each of the Medicare 
trust funds. The Secretary would be author
ized to implement the proposal for residency 
years beginning no earlier than 6 months 
after the date the report is submitted. Quali
fied non-hospital providers could include fed
erally qualified health centers, rural health 
clinics, MedicarePlus organizations, and 
other providers the Secretary determines to 
be appropriate. 

The provision would also require the Sec
retary to reduce the hospital's approved 
amount to the extent payment would be 
made to non-hospital providers for residents 
included in the hospital's count of FTE resi
dents. In the case of residents not included 
in the FTE count, the Secretary would be re
quired to provide for such a reduction in ag
gregate approved hospital payment amounts 
under this subsection to assure that the ap
plication of non-hospital providers does not 
result in any increase in expenditures than 
would have occurred if payments were not 
made to non-hospital providers. 

Effective Date. Enactment. 
. Section 4733. Similar provision, except 
does not include MedicarePlus organizations 
as a qualified non-hospital provider. 

SENATE AMENDMENT 

Authorizes the Secretary to establish rules 
for payment to qualified nonhospital pro
viders for their direct costs of medical edu-

cation for cost reporting periods beginning 
on or after October 1, 1997, if the costs were 
incurred in the operation of a Medicare ap
proved medical residency training program. 
The rules would be required to specify the 
amounts, form, and manner in which pay
ments will be made and the portion of such 
payments that would be made from each of 
the Medicare trust funds. 

Qualified non-hospital providers are simi
lar, except would not include MedicarePlus 
organizations. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with an amendment to 
include Medicare+Choice organizations as 
qualified nonhospital providers. 

The Conferees believe this authority may 
help alleviate physician shortages in under
served rural areas. The Conferees also note 
that preventive medicine residency training 
occurs most often in non-hospital settings, 
and the Conferees encourage the Secretary 
to examine carefully the opportunities to 
provide support to such training programs. 
INCENTIVE PAYMENTS UNDER PLANS FOR VOL-

UNTARY REDUCTION IN NUMBER OF RESI
DENTS 

Sections 10734 and 4734 of the House bills 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10734. Establishes a program to 
provide incentive payments to qualifying en
tities that developed plans for the voluntary 
reduction in the number of residents in a 
training program. For voluntary residency 
reduction plans for which an application was 
approved, the qualifying entity submitting 
the plan would be required to be paid an ap
plicable percentage (defined below) equal to 
the sum of the following: (1) the amount of 
payment which would have been made under 
this subsection if there had been a 5% reduc
tion in the number of FTE residents in the 
approved medical education training pro
grams as of June 30, 1997, exceeded the 
amount of the payment which would be made 
taking into account the reduction in the 
number effected FTEs under the plan; and, 
(2) the amount of the reduction in payment 
under Medicare's indirect medical education 
adjustment that was attributable to the re
duction in the number of residents effected 
under the plan. 

The base number of residents would be de
fined as the number of FTE residents in the 
residency training program of the entity as 
of June 30, 1997. The "applicable hold harm
less percentage" for entities electing a 5-
year reduction plan would be 100% for the 
first and second residency training years of 
the reduction plan; 75% in the third year; 
50% in the fourth year; and 25% in the fifth 
year. The " applicable hold harmless percent
age" for entities electing a 6-year reduction 
plan would be 100% in the first residency 
training year of the plan; 95% in the second 
year of the plan; 85% in the third. year; 70% 
in the fourth year; 50% in the fifth year; 25% 
in the sixth year. In addition, if payments 
were made under this program to an entity 
that increased the number of FTE residents 
above the number provided in the plan, the 
entity would then be liable for repayment to 
the Secretary of the total amount paid under 
the plan. The Secretary would also be re
quired to establish rules regarding the 
counting of residents who are assigned to in
stitutions that do not have medical resi
dency training programs participating in a 
residency reduction plan. 
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The provision specifies that qualifying en

tities would include individual hospitals op
erating one or more approved medical resi
dency training programs; two or more hos
pitals operating residency programs that 
apply as a single qualifying entity; or a 
qualifying consortium. In the case of an ap
plication by a qualifying entity consisting of 
two hospitals, the Secretary would be pro
hibited from approving the application un
less the application represented that the 
qualifying entity either would not: (1) reduce 
the number of FTE residents in primary care 
during the period of the plan, or (2) reduce 
the proportion of its residents in primary 
care (to the total number of residents) below 
such proportion as in effect during the period 
the residency reduction plan was in effect. In 
the case of an application from a consortia, 
the Secretary would be prohibited from ap
proving the application unless the applica
tion represented that the qualifying consor
tium would not reduce the proportion of resi
dents in primary care (to total residents) 
below such proportion in effect during the 
period the residency reduction plan was in 
effect. 

For individual hospital applicants, the 
number of FTE residents in all the approved 
medical residency training programs oper
ated by or through the facility would be re
quired to be reduced as follows: (1) if the base 
number of residents exceeded 750 residents, 
by a number equal to at least 20% of the base 
number; (2) if the base number of residents 
exceeded 500, but was less than 750 residents, 
by 150 residents; (3) if the base number of 
residents did not exceed 500 residents, by a 
number equal to at least 25% of the base 
number; (4) in the case of a qualifying entity 
that was a consortia, by a number equal to 
at least 20% of the base number. The reduc
tions in the number of FTE residents in the 
approved medical residency programs oper
ated through or by an entity would be below 
the base number of residents for the entity 
and would be fully effective no later than the 
5th residency training year for entities elect
ing a 5-year plan, or the 6th residency train
ing year for entities making the election of 
a 6-year reduction plan. 

The provision would require that entities 
provide assurance that in reducing the num
ber of residents, the entities would maintain 
the number of primary care residents. Enti
ties would be required to provide assurance 
that they would maintain the number of pri
mary care residents if: (1) the base number of 
residents is less than 750; (2) the number of 
FTE residents in primary care included in 
the base year was at least 10% of the total 
number of residents; and (3) the entity rep
resented in its application that there would 
be no reduction under the plan in the num
ber of FTE residents in primary care. If the 
entity failed to comply with the requirement 
that the number of FTE residents in primary 
care were maintained, the entity would be 
subject to repayment of all amounts received 
under this program. 

The requirements of the residency reduc
tion plan would not apply to any residency 
training demonstration project approved by 
HOF A as of May 27, 1997. The Secretary 
would be required to take necessary action 
to assure that in no case the amount of pay
ments under the plan would exceed 95% of 
what payments would have been prior to the 
plan for direct GME payments under Medi
care. As of May 27, 1997, the Secretary would 
be prohibited from approving any demonstra
tion project that would provide for addi
tional Medicare payments in connection 
with reductions in the number of residents in 

a training program for any residency train
ing year beginning before July 1, 2006. The 
Secretary would be authorized to promulgate 
regulations, that would take effect on an in
terim basis, after notice and pending oppor
tunity for public comment, by no later than 
6 months after the date of enactment. 

Effective Date. Enactment. 
Section 4734. Identical provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with amendments which 
would require plan applications to be sub
mitted by no later than November 1, 1999. 
Reductions in the number of residents would 
occur over no greater than a 5-year period, 
and that the applying entity would provide 
assurances that it would not reduce the pro
portion of its residents in primary care rel
ative to the total number of residents. The 
residency reduction requirements would be: 
(1) 20% of the base number of residents if the 
base number of residents exceeds 750 resi
dents; (2) 150 residents if the base number of 
residents exceeds 600 but is less than 750; (3) 
25% if the base number does not exceed 600 
residents; and (4) at least 20% of the base 
number of residents in cases where the quali
fying entity has less than 750 base number of 
residents or is joint applicant, and rep
resents in its application that it would in
crease the number of FTE residents in pri
mary care by at least 20% from the number 
included in the base number of residents by 
no later than the 5th year of the plan. The 
Conference agreement would not reduce in
centive payments for the initial five-percent 
reduction of residents for current demonstra
tion projects. 

The Conferees believes that this policy can 
provide long-term savings to Medicare while 
providing important assistance to hospitals 
making a difficult transition to smaller resi
dency programs. The conference agreement 
is modeled directly on a demonstration 
project currently underway, and the Con
ferees believe that this opportunity should 
be extended on equal terms to hospitals else
where in the United States. 

DEMONSTRATION PROJECT ON USE OF 
CONSORTIA 

Sections 10735 and 4735 of the House bills and 
Section 5452 of the Senate amendment 

CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10735. Requires the Secretary to es
tablish a demonstration project under which, 
instead of making direct GME payments to 
teaching hospitals, the Secretary would 
make payments to each consortium that met 
the requirements of the demonstration 
project. A qualifying consortia would be re
quired to be in compliance with the fol
lowing: (1) the consortium would consist of 
an approved medical residency training pro
gram in a teaching hospital and one or more 
of the following entities: a school of 
allopathic or osteopathic medicine, another 
teaching hospital, including a children's hos
pital, another approved medical residency 
training program, a federally qualified 
health center, a medical group practice, a 
managed care entity, an entity providing 
outpatient services, or an entity determined 
to be appropriate by the Secretary; (2) the 
members of the consortium would have 
agreed to participate in the programs of 
graduate medical education that are oper
ated by entities in the consortium; (3) witli 

respect to receipt by the consortium of di
rect GME payments, the members of the con
sortium would agree on a method for allo
cating the payments among the members; 
and (4) the consortium would meet addi
tional requirements established by the Sec
retary. The total payments to a qualifying 
consortium for a fiscal year would not be 
permitted to exceed the amount that would 
have been paid under the direct GME pay
ment to teaching hospitals in the consor
tium. The payments would be required to be 
made in such proportion from each of the 
Medicare trust funds as the Secretary speci
fies. 

Effective Date. Enactment. 
Section 4735. Identical provision. 

SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMEN'I' 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment with modifications. 
RECOMMENDATIONS ON LONG-TERM PAYMENT 

POLICIES REGARDING FINANCING TEACHING 
HOSPITALS AND GRADUATE MEDICAL EDU
CATION 

Sections 10736 and 4736 of the House bills 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10736. Requires the Medicare Pay
ment Advisory Commission (established by 
the bill) to examine and develop rec
ommendations on whether and to what ex
tent Medicare payment policies and other 
federal policies regarding teaching hospitals 
and graduate medical education should be 
reformed. The Commission's recommenda
tions would be required to include each of 
the following: (1) the financing of graduate 
medical education, including consideration 
of alternative broad-based sources of funding 
for such education and models for the dis
tribution of payments under any all-payer fi
nancing mechanism; (2) the financing of 
teaching hospitals, including consideration 
of the difficulties encountered by such hos
pitals as competition among health care en
tities increases, including consideration of 
the effects on teaching hospitals of the 
method of financing used for the 
MedicarePlus program under part C of Medi
care; (3) possible methodologies for making 
payments for graduate medical education 
and the selection of entities to receive such 
payments, including consideration of mat
ters as (A) issues regarding children's hos
pitals and approved medical residency train
ing programs in pediatrics, and (B) whether 
and to what extent payments were being 
made (or should be made) for training in the 
various nonphysician health professions; (4) 
federal policies regarding international grad
uates; (5) the dependence of schools of medi
cine on service-generated income; (6) wheth
er and to what extent the needs of the U.S. 
regarding the supply of physicians, in the ag
gregate and in different specialties, would 
change during the 10-year period beginning 
on October 1, 1997, and whether and to what 
extent any such changes would have signifi
cant financial effects on teaching hospitals; 
and, (7) methods for promoting an appro
priate number, mix, and geographical dis
tribution of health professionals. 

The Commission would be required to con
sult with the Council on Graduate Medical 
Education and individuals with expertise in 
the area of graduate medical education, in
cluding (1) deans from allopathic and osteo
pathic schools of medicine; (2) chief execu
tive officers (or their equivalent) from aca
demic health centers, integrated health care 
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systems, approved medical residency train
ing programs, and teaching hospitals that 
sponsor approved medical residency training 
programs; (3) chairs of departments or divi
sions from allopathic and osteopathic 
schools of medicine, schools of dentistry, and 
approved medical residency training pro
grams in oral surgery; (4) individuals with 
leadership experience from allopathic and os
teopathic schools of dentistry and approved 
medical residency training programs in oral 
surgery; (5) individuals with experience from 
representative fields of non-physician health 
professionals; (6) individuals with experience 
in three study of issues regarding the com
position of the U.S. health care workforce; 
and, (7) individuals with expertise on the fi
nancing of health care. 

The Commission would be required to sub
mit a report to the Congress no later than 2 
years after enactment providing its rec
ommendations under this section and the 
reasons and justifications for such rec
ommendations. · 

Effective Date. Enactment. 
Section 4736. Identical provision. 

SEN ATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with an amendment which would 
not require the Commission to include rec
ommendations on the financing of graduate 
medical education or the financing of teach
ing hospitals. Issues of long-term financing 
of GME would be considered by the Bipar
tisan Commission. 
MEDICARE SPECIAL REIMBURSEMENT RULE FOR 

CERTAIN COMBINED RESIDENCY PROGRAMS 

Sections 10737 and 4737 of the House bills and 
Section 5443 of the Senate amendment 

CURRENT LAW 

Combined residency programs run concur
rently for a period of time that is longer 
than the required time for certification in ei
ther program, but shorter than would be re
quired if the programs were taken sequen
tially. Medicare makes direct GME pay
ments for residents in their initial residency 
period. The initial residency period is de
fined as the number of years of formal train
ing necessary to satisfy specialty require
ments for board eligibility , but not more 
than 5 years, with an exception for residents 
in preventive care or geriatrics who are al
lowed a period of up to 2 additional years in 
the initial residency training period. Resi
dents in their initial residency period are 
counted as 1.0 FTE during their initial resi
dency period and as .0.5 FTE for subsequent 
years. For combined residency training pro
grams there is no special provision in cur
rent law, so that regardless of the number of 
additional years the second program requires 
for certification, during the initial residency 
period residents are counted as a full (1.0) 
FTE and subsequent years are paid at half 
(0.5) the FTE. 

HOUSE BILL 

Section 10737. Permits residents enrolled in 
a combined medical residency training pro
gram in which all of the individual programs 
that are combined are for training in pri
mary care, to have a defined period of board 
eligibility equal to the minimum number of 
years of formal training required to satisfy 

. the requirements for initial board eligibility 
in the longest of the individual programs, 
plus one additional year. 

Effective Date. Applies to combined med
ical residency programs for residency years 
beginning on or after July 1, 1998. 

Section 4737. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
Effective Date. Applies to combined med

ical residency programs in effect on or after 
January l, 1998. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
Senate amendment, with an amendment to 
the effective dates of July 1, 1997. 

Chapter 3-Medicare Secondary Payer 
Provisions/Coordination of Benefits 
PERMANENT EXTENSION OF CERTAIN 

SECONDARY PA YER PROVISIONS 

Section 10701 and 4701 of House bill and 
Section 5601 of Senate amendme~t 

CURRENT LAW 

Generally, Medicare is the primary payer, 
that is, it pays health claims first, with an 
individual's private or other public plan fill
ing in some or all of the coverage gaps. In 
certain cases, the individual's other coverage 
pays first , while Medicare is the secondary 
payer. This is known as the Medicare sec
ondary payer (MSP) program. The MSP pro
visions apply to group health plans for the 
working aged, large group health plans for 
the disabled, and employer health plans (re
gardless of size) for the end-stage renal dis
ease (ESRD) population for 18 months. The 
MSP provisions for the disabled expire Octo
ber 1, 1998. The MSP provisions for the ESRD 
population apply for 12 months, except the 
period is extended to 18 months for the Feb
ruary 1, 1991- 0ctober 1, 1998 period. 

The law authorizes a data match program 
which is intended to identify potential sec
ondary payer situations. Medicare bene
ficiaries are matched against data contained 
in the Social Security Administration and 
Internal Revenue Service files to identify 
cases where a working beneficiary (or work
ing spouse) may have employer-based health 
insurance coverage. 

HOUSE BILL 

Section 10701. Makes permanent the provi
sions relating to the disabled and the data 
match program. 

Extends application of the MSP provisions 
for the ESRD population for 30 months on a 
permanent basis. 

Effective Date. Enactment. ESRD provi
sion applies to items and services furnished 
on or after enactment with respect to peri
ods beginning on or after the date that is 18 
months prior to enactment. 

Section 4701. Identical provision. 
SENATE AMENDMENT 

Similar provision. 
Effective Date. Enactment. ESRD provi

sion applies to items and services furnished 
on or after enactment with respect to peri
ods beginning on or after the date that is 18 
months prior to enactment. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are essentially identical in the 
House bill and Senate amendment. 

CLARIFICATION OF TIME AND FILING 
LIMITATIONS 

Section 10702 and 4702 of House bill and 
Section 5602 (b and c) of Senate amendment 

CURRENT LAW 

In many cases where MSP recoveries are 
sought, claims have never been filed with the 
primary payer. Identification of potential re
coveries under the data match process typi
cally takes several years-considerably in 
excess of the period many health plans allow 

for claims filing. A 1994 appeals court deci
sion held that HCF A could not recover over
payments without regard to an insurance 
plan's filing requirements. 

HOUSE BILL 

Section 10702. Specifies that the U.S. could 
seek to recover payments if the request for 
payments was submitted to the entity re
quired or responsible to pay within 3 years 
from the date the item or service was fur
nished. This provision would apply notwith
standing any other claims filing time limits 
that may apply under an employer group 
health plan. 

Effective Date. Applies to items and serv
ices furnished after 1990. The provision 
should not be construed as permitting any 
waiver of the 3-year requirement in the case 
of items and services furnished more than 3 
years before enactment. 

Section 4702. Identical provision. 
SENATE AMENDMENT 

Identical provision. 
Effective Date. Applies to items and serv

ices furnished on or after enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
PERMITTING RECOVERY AGAINST T HIRD PARTY 

ADMINISTRATORS 

Sections 10703 and 4703 of House bill and 
Section 5602(a) of Senate amendment 

CURRENT LAW 

A 1994 appeals court decision held that 
HCF A could not recover from third party ad
ministrators of self-insured plans. 

HOUSE BILL 

Section 10703. Permits recovery from third 
party administrators of primary plans. How
ever, recovery would not be permitted where 
the third-party administrator would not be 
able to recover the amount at issue from the 
employer or group health plan for whom it 
provides administrative services due to the 
insolvency or bankruptcy of the employer or 
plan. 

Clarifies that the beneficiary is not liable 
in MSP recovery cases unless the benefits 
were paid directly to the beneficiary. 

Effective Date. Applies to services fur
nished on or after enactment. 

Section 4703. Identical provision. 
SENATE AMENDMENT 

Similar provision except does not include 
clarification of beneficiary liability. 

Effective Date. Applies to items and serv
ices furnished on or after enactment. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with clarification that the third 
party administrator must be employed by or 
under contract with the employer or group 
health plan at the time the recovery action 
is initiated. 

Chapter 4- 0ther Provisions 
CENTERS OF EXCELLENCE 

Sections 10741 and 4741 of the House bills 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10741. Establishes a new program, 
the Centers of Excellence, under which the 
Secretary would be required to use a com
petitive process to contract with specific 
hospitals or other entities for furnishing 
services related to surgical procedures, and 
for furnishing services (unrelated to surgical 
procedures) to hospital inpatients that the 
Secretary determines to be appropriate. The 
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services could include any services covered 
by Medicare that the Secretary determined 
were appropriate, including post-hospital 
services. The Secretary would be required to 
contract with entities that meet quality 
standards established by the Secretary, and 
contracting entities would be required to im
plement a quality improvement plan ap
proved by the Secretary. 

Payment for services provided under the 
program would be made on the basis of a ne
gotiated all-inclusive rate. The amount of 
payment made for services covered under a 
contract would be required to be less than 
the aggregate amount of payments that 
would have been made otherwise for these 
same services. The contract period would be 
required to be 3 years, and could be renewed 
as long as the entity continued to meet qual
ity and other contractual standards. Entities 
under these contracts would be permitted to 
furnish additional services (at no cost to a 
Medicare beneficiary) or waive cost-sharing, 
subject to approval by the Secretary. The 
Secretary would be required to limit the 
number of centers in a geographic area to 
the number needed to meet project demand 
for contracted services. 

Effective date. Applies to services fur
nished on or after October 1, 1997. 

Section 4741. Similar provision, except re
quires the Secretary to consider quality as 
the primary factor in selecting hospitals or 
other entities to enter into contracts under 
this section. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
MEDICARE PART B SPECIAL ENROLLMENT PE

RIOD AND WAIVER OF PART B LATE ENROLL
MENT PENALTY AND MEDIGAP SPECIAL OPEN 
ENROLLMENT PERIOD FOR CERTAIN MILITARY 
RETIREES AND DEPENDENTS 

Sections 10742 and 4702 of House bill 
CURRENT LAW 

Persons generally enroll in Part B when 
they turn 65. Persons who delay enrollment 
in the program after their initial enrollment 
period are subject to a premium penalty. 
This penalty is a surcharge equal to 10% of 
the premium amount for each 12 months of 
delayed enrollment. There is no upper limit 
on the amount of penalty that may apply. 
Further, the penalty continues to apply for 
the entire time the individual is enrolled in 
Part B. 

Some persons declined Part B coverage be
cause they thought they would be able to g·et 
health care coverage at a nearby military 
base; many of these bases subsequently 
closed. 

HOUSE BILL 

Section 10742. Waives the delayed enroll
ment penalty for certain persons who enroll 
during a special six month enrollment period 
which begins with the first month that be
gins at least 45 days after enactment. An in
dividual covered under this provision is one: 
(1) who, on the date of enactment is at least 
65 and eligible to enroll in Part B; (2) who, at 
the time the individual first met the enroll
ment requirements was a " covered bene
ficiary" under the military medical and den
tal care program. Covered beneficiary as de
fined in section 1072(5) of title 10 of the U.S. 
Code excludes an active duty beneficiary. 
Part B coverage would begin the month after 
enrollment. 

Guarantees issuance of a Medigap type 
"A", "B", "C" , or "F" policy to an indi-

vidual who enrolls with a Medigap plan dur
ing the same 6-month enrollment period. 

Effective Date. Enactment 
Section 4742. Identical provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
PROTECTIONS UNDER THE MEDICARE PROGRAM 

FOR DISABLED WORKERS WHO LOSE BENEFITS 
UNDER A GROUP HEALTH PLAN 

Section 10743 of House bill 
CURRENT LAW 

Persons generally enroll in Part B when 
they turn 65. Persons who delay enrollment 
in the program after their initial enrollment 
period are subject to a premium penalty. 
This penalty is a surcharge equal to 10% of 
the premium amount for each 12 months of 
delayed enrollment. There is no upper limit 
on the amount of penalty that may apply. 
Further, the penalty continues to apply for 
the entire time the individual is enrolled in 
Part B. 

Some persons declined Part B coverage be
cause they thought they would be able to 
continue to get health care coverage from 
their employer-sponsored health plan. 

HOUSE BILL 

Waives the Part B enrollment penalty for 
certain disabled retired workers who were 
continuously enrolled in a group health plan 
and whose coverage was involuntarily termi
nated. To qualify, individuals must be dis
abled and continuously enrolled under a 
group health plan at the time they first be
come eligible to enroll in Medicare Part B. 
Individuals meeting these requirements may 
enroll in Medicare Part B without penalty 
within the 6-month enrollment period begin
ning on the date their employer-provided 
coverage is terminated at a time when en
rollment under the plan is not by reason of 
the individual's, or the individual 's spouse's, 
current employment. 

Effective Date. Applies to involuntary ter
minations of coverage under a group health 
plan occurring on or after enactment. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with clarifying language. 

The Secretary should provide by regula
tion for recognition of short-time, erroneous 
enrollments in Medicare during the individ
ual's initial enrollment period which are 
quickly reversed. Such an error should not 
disqualify an individual for later use of this 
section. 

PLACEMENT OF ADVANCED DIRECTIVE IN 
MEDICAL RECORD 

Section 10744 of the House bill 
CURRENT LAW 

The Patient Self-Determination Act of 1990 
requires that hospitals, skilled nursing fa
cilities, home health agencies, hospice pro
grams and health maintenance organizations 
which participate in Medicare guarantee 
that every adult receiving medical care be 
given written information concerning pa
tient involvement in treatment decisions. 
Providers must document in the medical 
record whether the patient has an advance 
directive or not. 

HOUSE BILL 

Requires that the individual 's advance di
rective be placed in a prominent part of the 
individual 's current medical record. 

Effective date. Applies to provider agree
ments entered into, renewed, or extended on 
or after such date (but no later than 1 year 
after the date of enactment) as specified by 
the Secretary. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
CONFORMING AGE FOR ELIGIBILITY UNDER 

MEDICARE TO RETIREMENT AGE FOR SOCIAL 
SECURITY 

Section 5611 of Senate amendment 
CURRENT LAW 

The Social Security Amendments of 1983 
raised the full retirement age (the age at 
which one receives unreduced benefits) for 
social security cash benefits from age 65 to 
67 over the 2003-2027 period. The legislation 
provided for two transition periods. First, 
the retirement age increases by 2 months for 
each year that a person is born in 1938 or 
later (i.e. attains 65 in 2003 or later) until it 
reaches age 66 for those born in 1943 (i.e. at
tain age 66 in 2009). For persons born between 
1943 and 1954 (i.e. attain age 66 between 2009 
and 2020), the full retirement age is 66. The 
second transition begins for persons born in 
1955 (i.e. attain 66 in 2021). The retirement 
age again increases by 2 months for each 
year that a person is born in 1955 or later 
until it reaches age 67 for persons born in 
1960 (i.e. attain age 67 in 2027). The Medicare 
eligibility remains at age 65. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Raises the Medicare eligibility age from 
age 65 to 67 according to the same schedule 
established in law for social security cash 
benefits. The provision makes conforming 
changes in provisions relating to: (1) pur
chase of hospital insurance coverage for 
those not otherwise eligible; (2) hospital in
surance benefits for disabled persons who 
have exhausted other entitlement; (3) eligi
bility for Part B benefits; (4) appropriations 
to cover government contributions and con
tingency reserve; (5) Medicare secondary 
payer; and (6) medicare supplemental poli
cies. 

Effective Date. Enactment. 
CONFERENCE AGREEMEN'l' 

The conference agreement does not include 
the Senate amendment. 

INCREASE CERTIFICATION PERIOD FOR ORGAN 
PROCUREMENT ORGANIZATIONS 

Section 5612 of the Senate amendment 
CURRENT LAW 

Section 1138(b) of the Social Security Act 
requires that the Secretary can make Medi
care and Medicaid payments for organ pro
curement costs to organ procurement orga
nizations (OPOs) operating under Section 371 
of the Public Health Service Act, or having 
been certified or recertified by the Secretary 
within the previous 2 years as meeting cer
tain requirements. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Amends current law to provide OPOs three 
years between certifications or recertifi
cations if the Secretary deems the organiza
tions as having a good record in meeting 
standards to be a qualified OPO. 

Effective date. Enactment. 
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CONFERENCE AGREEMENT 

The conference agreement includes the · 
Senate amendment with a modification au
thorizing the Secretary to allow four years 
between certifications or recertifications if 
it is appropriate on the basis of an organiza
tion's past practices. 

The Conferees note with concern that a few 
Organ Procurement Organizations may be 
earning excessive profits that could violate 
the provision in the National Transplant Act 
that prohibits profits on the sale of human 
organs. OPOs are supposed to facilitate and 
promote transplantation in America and 
should guard against institutional aggran
dizement. 
OFFICE OF THE CHIEF ACTUARY IN 1'HE HEALTH 

CARE FINANCING ADMINISTRATION 

CONFERENCE AGREEMENT 

The conference agreement would establish 
the position of Chief Actuary in the Health 
Care Financing Administration. The Chief 
Actuary would be appointed by the Adminis
trator of HCFA among individuals who have 
demonstrated by their education and experi
ence, superior expertise in the actuarial 
sciences. The Chief Actuary would be in di
rect line of authority to the Administrator. 
The individual would exercise such duties as 
are appropriate for the office and in accord
ance with professional standards of actuarial 
independence. The individual could only be 
removed for cause. Compensation would be 
at the highest rate of basic pay for the Sen
ior Executive Service. The provision would 
be effective on enactment. 

The Conferees wish to emphasize the very 
important role of the Office of the Actuary 
in assessing the financial condition of the 
Medicare trust funds and in developing esti
mates of the financial effects of potential 
legislative and administrative changes in the 
Medicare and Medicaid programs. The Office 
of the Actuary has a unique role within the 
agency in that it serves both the Adminis
tration and the Congress. While the Chief 
Actuary is an official within the Administra
tion, this individual and his or her office 
often must work with the committees of ju
risdiction in the development of legislation. 

Beginning with the appointment of the 
first Chief Actuary for Social Security in 
1936, through the enactment of Medicare and 
Medicaid in 1965, and through the establish
ment of the Health Care Financing Adminis
tration in 1977, the tradition has been for a 
close and confidential working relationship 
between the SSA and HOF A chief actuaries 
and the committees of jurisdiction in the 
Congress- a relationship which the Commit
tees value highly. It is important to empha
size that the Senate Committee on Finance, 
the House Committee on Ways and Means, 
and the House Committee on Commerce all 
rely on their ability to seek estimates and 
other technical assistance from the Chief Ac
tuary, especially when developing new legis
lation. Similarly, the Congressional Budget 
Office and Congressional Research Service 
depend heavily on such assistance. Thus, the 
independence of the Office of the Actuary 
with respect to providing assistance to the 
Congress is vital. The process of monitoring, 
updating, and reforming the Medicare and 
Medicaid programs is greatly enhanced by 
the free flow of actuarial information from 
the Office of the Actuary to the committees 
of jurisdiction in the Congress. 

The Conferees believe that it is important 
for the Office of the Actuary to receive ade
quate staffing and support from the agency 
and the Administration at large. The Com
mittees rely on the actuaries to provide 

prompt, impartial, authoritative, and con
fidential information with respect to the ef
fects of legislative proposals. When informa
tion is delayed or circumscribed by the oper
ation of an internal Administration clear
ance process or the inadequacy of actuarial 
resources, the Committees' ability to make 
informed decisions based on the best avail
able information is compromised. The Con
ferees consider independent analyses by the 
Office of the Actuary to be consistent with 
the general role and responsibilities of the 
actuarial profession, and in the past have 
found these analyses helpful in under
standing the factors underlying estimates 
and trends in the Medicare and Medicaid pro
grams. 

With respect to adequate staffing, the con
ferees wish to note that it is essential that 
the strength of the Office of the Actuary be 
maintained. The Conferees strongly urge 
that the actuarial staff at HCF A be enhanced 
on an ongoing basis. The need for actuarial 
assistance will be greater than ever in the 
next few years as the Congress and the Ad
ministration, with advice from the bipar
tisan commission mandated in this legisla
tion, address the future financial pressures 
facing the Medicare program as a result of 
the retirement of the post-World War II 
"baby boom" generation. 

The conferees recognize the important role 
of the Office of the Chief Actuary and expect 
that in the reorganized HCF A the office will 
be permitted to function with a high degree 
of independence and professionalism. 
CONFORMING AMENDMENTS TO COMPLY WITH 

CONGRESSIONAL REVIEW OF AGENCY RULE
MAKING 

CONFERENCE AGREEMENT 

The conference agreement also includes 
provisions related to changing the annual 
deadlines for agency rulemaking in order to 
comply with requirements for congressional 
review of agency rulemaking. The provision 
would change the required date for publica
tion in the Federal Register the DRG pro
spective payment rate methodology from 
September 1, to August 1; for hospital pay
ment updates, from May 1, to April 1; for ap
plications for geographic reclassification, 
from "the first day of the preceding year," 
to "the first day of the 13-month period end
ing on September 30 of the preceding fiscal 
year." The agreement would require publica
tion of the physician fee schedule by Novem
ber 1 of the calendar year preceding the year 
it applies and the performance standard rate 
of increase by August 1 of each year. The 
agreement further establishes transition 
rules for 1998. 

Subtitle H-Medical Liability Reform 
Chapter 1-General Provisions 

FEDERAL REFORM OF HEALTH CARE LIABILITY 
ACTIONS 

Sections 10801 and 4801 of House bill 
CURRENT LAW 

There are no uniform Federal standards 
governing health care liability actions. 

HOUSE BILL 

Section 10801. Provides for Federal reform 
of health care liability actions. It would 
apply to any health care liability action 
brought in any State or Federal court. The 
provisions would not apply to any action for 
damages arising from a vaccine-related in
jury or death or to the extent that the provi
sions of the National Vaccine Injury Com
pensation Program apply. The provisions 
would also not apply to actions under the 
Employment Retirement Income Security 
Act (ERISA). The provisions would preempt 

State law to the extent State law provisions 
were inconsistent with the new require
ments. However, it would not preempt State 
law to the extent State law provisions were 
more stringent. The provision would not af
fect or waive the defense of sovereign immu
nity asserted by any State or the U.S., affect 
the applicability of the Foreign Sovereign 
Immunities Act of 1976, preempt State 
choice-of- law rules with respect to claims 
brought by a foreign nation or citizen, or af
fect the right of any court to transfer venue. 

Effective Date. See Sections 10803 and 4803, 
below. 

Section 4801. Similar provision except: (1) 
does not ·include exemption for actions aris
ing under ERISA; and (2) specifies preemp
tion applies to both Federal and State laws. 

Effective Date. See Sections 10803 and 4803, 
below. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 

DEFINITIONS 

Sections 10802 and 4802 of House bill 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10802. Defines the following terms 
for purposes of the Federal reforms: actual 
damages; alternative dispute resolution sys
tem; claimant; clear and convincing evi
dence; collateral source payments; drug; eco
nomic loss; harm; health benefit plan; health 
care liability action; health care liability 
claim; health care provider; health care serv
ice; medical device; noneconomic damages; 
person; product seller; punitive damages; and 
State. Harm is defined as legally cognizable 
wrong or injury for which punitive damages 
may be imposed. 

Effective Date. See Sections 10803 and 4803, 
below. 

Section 4802. Similar provision except: (1) 
specifies that economic loss is attributable 
to harm rather than injury; (2) defines harm 
as any physical injury, illness or death or 
mental anguish or emotional injury caused 
by or causing the claimant's physical injury; 
(3) does not include definition of health ben
efit plan or health care service; (4) excludes 
from the definition of health care liability 
action a claim based upon the provision of 
health care services or the use of a medical 
product, regardless of the theory of liability 
on which the claim is based or the number of 
plaintiffs, defendants, or causes of action; (5) 
includes within the definition of health care 
liability claim the use of a medical product, 
regardless of the theory of liability on which 
the claim is based; (7) adds definition for the 
term manufacturer; (8) modifies exclusion 
from the term product seller to apply to a 
person who leases a product under a lease ar
rangement in which the lessor does not ini
tially select the leased product and does not 
during the lease term ordinarily control the 
daily operations and maintenance of the 
product; and (9) includes the Trust Territory 
of the Pacific Islands within the definition of 
state. 

Effective Date. See Sections 10803 and 4803, 
below. 

SEN A'.rE AMENDMENT 

No provision 
CONFERENCE AGREEMENT 

The conference agreement does not inchide 
the House bill. 
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EFFECTIVE DATE 

Sections 10803 and 4803 of House bill 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10803. Specifies that Federal re
forms apply to any health care liability ac
tion brought in any Federal or state court 
that is initiated on or after the date of en
actment. The provision would also apply to 
any health care liability claim subject to an 
alternative dispute resolution system. Any 
health care liability claim or action arising 
from an injury occurring prior to enactment 
would be governed by the statute of limita
tions in effect at the time the injury oc
curred. 

Section 4803. Similar provision, except 
does not include language relating to claims 
or actions arising from an injury occurring 
prior to enactment. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 

Chapter 2-Uniform Standards for Health 
Care Liability Actions 

STATUTE OF LIMITATIONS 

Sections 10811 and 4811 of House bill 
CURRENT LAW 

To date, reforms of the malpractice system 
have occurred primarily at the State level 
and have generally involved changes in the 
rules governing tort cases. (A tort case is a 
civil action to recover damages, other than 
for a breach of contract.) 

HOUSE BILL 

Section 10811. Establishes uniform stand
ards for health care liability claims. It would 
establish a uniform statute of limitations. 
Actions could not be brought more than two 
years after the injury was discovered or rea
sonably should have been discovered. In no 
event could the action be brought more than 
five years after the date of the alleged in
jury. 

Effective Date. Enactment 
Section 4811. Specifies that a health care 

liability action could be filed not later than 
2 years after the date on which the claimant 
discovered, or in the exercise of reasonable 
care, should have discovered the harm that 
is subject of the action and the cause of the 
harm. A person with a legal disability (as de
termined under applicable state law) could 
file a health care liability action not later 
than 2 years after the person ceased to have 
such disability. If either of these provisions 
would shorten the period during which an ac
tion could otherwise be brought under an
other provision of law, the claimant could 
bring the action not later than 2 years after 
enactment. 

Effective Date. Enactment 
SENATE AMENDMENT 

No provision 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 

CALCULATION AND PAYMENT OF DAMAGES 

Sections 10812 and 4812 of House bill 
CURRENT LAW 

No provision 
(a) Noneconomic Damages 

HOUSE BILL 

Section 10812. Limits noneconomic dam
ages to $250,000 in a particular case. The 

limit would apply regardless of the number 
of persons against whom the action was 
brought or the number of actions brought. 

Section 4812. Similar provision except re
fers to "harm" rather than " losses resulting 
from the injury" . 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(b) Joint and Several Liability 

HOUSE BILL 

Section 10812. Specifies that a defendant 
would only be liable for the amount of non
economic damages attributable to that de
fendant 's proportionate share of the fault or 
responsibility for that claimant's injury, as 
determined by the trier of fact . In all cases, 
the liability of the defendant for non
economic damages would be several and not 
joint. 

Section 4812. Specifies that a defendant 
would only be liable for the amount of non
economic damages attributable to that de
fendant 's proportionate share of the fault or 
responsibility for the harm to that claimant. 
The court would render a separate judgment 
against each defendant. The trier of fact 
would determine the percentage of responsi
bility of each person responsible for the 
harm, whether or not the person is party to 
the action. The liability of each defendant 
would be several and not joint. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(c) Treatment of.punitive damages 

HOUSE BILL 

Section 10812. Permits the award of puni
tive damages (to the extent allowed under 
State law) only if the claimant established 
by clear and convincing evidence either that 
the harm was the result of conduct that spe
cifically intended to cause harm or the con
duct manifested a conscious flagrant indif
ference to the rights or safety of others. The 
amount of punitive damages awarded could 
not exceed $250,000 or three times the 
amount of economic damages, whichever was 
greater. The determination of punitive dam
ages would be determined by the court and 
not be disclosed to the jury. The provision 
would not create a cause of action for puni
tive damages. Further, it would not preempt 
or supersede any State or Federal law to the 
extent that such law would further limit pu
nitive damage awards. 

Permits either party to request a separate 
proceeding (bifurcation) on the issue of 
whether punitive damages should be awarded 
and in what amount. If a separate proceeding 
was requested, evidence related only to the 
claim of punitive damages would be inadmis
sible in any proceeding to determine whether 
actual damages should be awarded. 

Section 4812. Similar provision except: (1) 
does not include punitive damages for con
duct specifically intended to cause harm; (2) 
refers to applicable law rather than applica
ble state law; (3) does not include provision 
relating to applicability in Federal or State 
courts; and (4) specifies that a request for bi
furcation applies to proceedings held subse
quent to award of compensatory damages. In 
addition, any evidence, argument, or conten
tion that is relevant only to the claim of pu
nitive damages would be inadmissable in any 
proceeding relating to the award of compen
satory damages. 

SEN ATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(d) Drugs and devices 

HOUSE BILL 

Section 10812. Prohibits the award of puni
tive damages against a manufacturer or 
product seller in a case where a drug or med
ical device was subject to premarket ap
proval by the Food and Drug Administration 
(or generally recognized as safe according to 
conditions established by the FDA), unless 
there was misrepresentation or fraud. A 
manufacturer or product seller would not be 
held liable for punitive damages related to 
adequacy of required tamper resistant pack
aging unless the packaging or labeling was 
found by clear and convincing evidence to be 
substantially out of compliance with the reg
ulations. 

Section 4812. Similar provision, except 
specifies that the manufacturer would not be 
held liable for punitive damages related to 
adequacy of required tamper resistant pack
aging unless the drug was found by clear and 
convincing evidence to be substantially out 
of compliance with the regulations. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(e) Periodic payments for future losses 

HOUSE BILL 

Section 10812. Permits the periodic (rather 
than lump sum) payment of future economic 
and noneconomic losses in excess of $50,000, 
with payments determined by the court. The 
judgment of a court .awarding periodic pay
ments could not, in the absence of fraud, be 
reopened at any time to contest, amend, or 
modify the schedule or amount of payments. 
A lump sum settlement would not be pre
cluded. 

Section 4812. Identical provision, except 
specifies both the amount and schedule of 
payments would be determined by the court. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
(f) Collateral source payments 

HOUSE BILL 

Section 10812. Permits a defendant to in
troduce evidence of collateral source pay
ments. Such payments are those which are 
any amounts paid or reasonably likely to be 
paid by health or accident insurance, in
come-disability coverage, workers compensa
tion, or other third party sources. If such 
evidence was introduced, the claimant could 
introduce evidence of any amount paid or 
reasonably likely to be paid to secure the 
right to such collateral source payments. No 
provider of collateral source payments would 
be permitted to recover any amount against 
the claimant or against the claimant's re
covery. 

Effective Date. Enactment. 
Section 4812. Identical provision. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House bill. 
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ALTERNATIVE DISPUTE RESOLUTION 

Sections 10813 and 4813 of House bill 
CURRENT LAW 

No provision. 
HOUSE BILL 

Section 10813. Requires that any alter
native dispute resolution system used to re
solve health care 11ab111ty actions or claims 
must include provisions identical to those 
specified in the bill relating to statute of 
limitations, non-economic damages, joint 
and several liab111ty, punitive damages, col
lateral source rule, and periodic payments. 

Effective Date. Enactment. 
Section 4813. Identical provision. 

SENATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement does not include 

the House bill. 
Chapter 1-Managed Care 

STATE OPTIONS OF USING MANAGED CARE; 
CHANGE IN TERMINOLOGY 

Section 3401 of House bill and Section 5701 
(new section 1941 and 1942), and Section 
5703 of Senate amendment 

CURRENT LAW 
To control costs and quality of care, states 

are increasingly delivering services to their 
Medicaid populations through Health Main
tenance Organizations (HMOs) and other 
managed care arrangements. Medicaid pro
grams use three main types of managed care 
arrangements. These vary according to the 
comprehensiveness of the services they pro
vide and the degree to which they accept 
risk, and include Primary Care Case Manage
ment (PCCM), fully capitated HMOs and 
Health Insuring Organizations (HIOs), and 
partially capitated Pre-Paid Health plans 
(PHPs). Under PCCM a Medicaid beneficiary 
selects or is assigned to a single primary 
care provider, which provides or arranges for 
all covered services and is reimbursed on a 
fee-for-service basis in addition to receiving 
a small monthly "management" fee. Fully 
capitated plans contract on a risk basis to 
provide beneficiaries with a comprehensive 
set of covered services in return for a month
ly capitation payment. Partially capitated 
plans provide a less than comprehensive set 
of services on a risk basis; services not in
cluded in the contract are reimbursed on a 
fee-for-service basis. Under fully and par
tially capitated managed care arrangements, 
beneficiaries have a regular source of coordi
nated care and states have predictable, con
trolled spending per beneficiary. This ls in 
contrast to the traditional fee-for-service ar
rangements used by Medicaid beneficiaries 
where Medicaid pays for each service used. 

The Medicaid statute contains several pro
visions that limit a state's ability to use 
managed care, including the freedom of 
choice, statewideness. and comparability re
quirements. Currently, states may only by
pass statewideness and comparability re
quirements by establishing voluntary 
capitated managed care plans or by pro
viding voluntary case management. Vol
untary capitated MCOs must meet other re
quirements that govern how Medicaid man
aged care plans contracting to provide a 
comprehensive set of services operate. These 
requirements, contained in Section 1903(m) 
of the Medicaid statute, include rule and sol
vency, enrollment practices, procedures for 
protecting beneficiaries' rights, and con
tracting arrangements of manage care plans. 

Under current law, a state may offer man
aged care services on a voluntary basis and 

may contract with a health plan that pro
vides services in addition to those covered 
under the state plan. Once a beneficiary 
chooses the managed care plan. a state may 
define the beneficiary's freedom of choice to 
providers participating in that managed care 
plan. However, to mandate that a beneficiary 
enroll in a managed care organization, in
cluding PCCM, a state must first obtain a 
waiver of the freedom-of-choice provision of 
Medicaid law. These renewable waivers, as 
authorized under Section 1915(b) of Medicaid 
law, are initially good for 2 years. (States 
also may implement statewide demonstra
tion programs that may include mandatory 
manage care under the authority of a Sec
tion 1115(a) waiver.) 

Beneficiaries are permitted to disenroll 
from a managed care plan without cause dur
ing the first month of enrollment and may 
disenroll at any time for cause. Enrollees 
may be locked in to the same plan for up to 
6 months if the plan is a federally qualified 
HMO. States may also guarantee eligibility 
for up to 6 months for persons enrolled in 
federally qualified HMOs. States may not re
strict access to family planning services 
under managed care. Plans may not dis
criminate against individuals in enrollment, 
disenrollment, or renrollment based on 
health status or need for care. 

HOUSE BILL 
The House bill provides states, under sec

tion 1915(a), the option of requiring individ
uals eligible for medical assistance under the 
state plan to enroll is a capitated managed 
care plan or with a primary care case man
ager, without a 1915(b) waiver. It also per
mits states to restrict the number of plans 
or providers it contracts with, consistent 
with quality of care. Individuals must be per
mitted to choose their manager or managed 
care entity from among those that meet 
Medicaid requirements. Individuals must be 
given a choice of at least two managed care 
entitles or managers. In the case of rural 
areas, eligible individuals who are required 
to enroll with a single entity must be given 
the option of obtaining covered services 
through an alternative provider; those indi
viduals offered no alternative to a single en
tity or manager must be given the choice of 
at least two providers within the managed 
care entity or through the primary care case 
manager. 

Under the House bill, Native Americans/ 
Alaskan Natives could only be required to 
enroll in a managed care entity if it is a par
ticipating Indian Health Service, tribally op
erated, or urban Indian Health program. 

The bill also permits states to limit bene
ficiary migration from plans for periods up 
to 6 months. As under current law, bene
ficiaries would be allowed to disenroll from a 
plan at any time for cause. Prior to estab
lishing a mandatory managed care require
ment, a state would be required to provide 
for public notice and comment. States could 
not require either special needs children or 
Qualified Medicare Beneficiaries to enroll in 
management care plans. As under current 
law, access to family planning providers may 
not be restricted. 

SENATE AMENDMEN'f 
The Senate bill designates current Med

icaid law as Part A, General Provisions, and 
establishes a Part B, Provisions Relating to 
Managed Care. It gives states the option to 
require enrollment in management care 
without a waiver in new section 1941, which 
is similar to House bill except it also: 

Requires states to permit individuals to 
have access to religiously-affiliated long
term care facilities; 

Requires states to allow individuals to 
change enrollment among managed care en
tities once annually and to terminate enroll
ment at any time for cause. Establishes no
tice of termination requirements for individ
uals, managed care entities, and states; 

Requires states to establish a method for 
establishing enrollment priorities in the 
event a managed care entity doesn ' t have 
sufficient capacity to enroll all those seek
ing enrollment; 

Requires states to establish a default en
rollment process for enrolling any individual 
who does not choose a managed care entity 
within the enrollment period specified by the 
state. The default enrollment process must 
provide for enrollment with an MCO that 
maintains existing provider-individual rela
tionships or has contracted with providers 
that have traditionally served Medicaid re
cipients; if no such provider exists, the proc
ess must provide for equitable distribution of 
individuals among all available qualified 
managed care entities with sufficient capac
ity; 

Provides for automatic reenrollment for 
those individuals enrolled with a managed 
care entity that lose Medicaid eligibility for 
no longer than 2 months; 

Allows states to establish a minimum en
rollment period of not more than 6 months 
(states may extend such period up to 12 
months if extension is done uniformly for all 
individuals). Deems individuals who lose 
Medicaid eligibility prior to the end of the 
minimum enrollment period eligible to re
ceive benefits through the entity until the 
end of the enrollment period; 

Prohibits managed care entities from dis
criminating against eligible individuals in 
enrollment, disenrollment, or reenrollment 
based on health status or need for care; 

Requires states. enrollment brokers, or 
MCOs to provide all enrollment notices and 
informational and instructional materials in 
a manner and form which may be easily un
derstood by Medicaid-eligible enrollees and 
potential enrollees, including those who are 
blind, deaf, disabled, or unable to read or un
derstand English; 

Requires states and managed care entities 
to provide specified information to all en
rollees and potential enrollees. Requires 
states to provide, on an annual basis, com
parative information (in a chart-like form) 
that includes: benefits, premiums, service 
area, quality and performance, 
disenrollment rates, enrollee satisfaction, 
grievance procedures, supplemental benefits 
option, and physician compensation; and 

Requires managed care entities to inform 
enrollees of any benefits to which they are 
entitled that the entity does not provide, 
and how and where enrollees may access 
such benefits. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with clarifying language 
and amendments. Section 4701 of the con
ference agreement would amend the Social 
Security Act to establish a new section, 
"Provisions Related to Managed Care," Sec
tion 1932. New Section 1932 gives states the 
option of requiring individuals eligible for 
medical assistance under the state plan to 
enroll with a managed care entity without a 
1915(b) waiver. The agreement defines a Med
icaid managed care organization as a health 
maintenance organization, an eligible orga
nization with a contract under section 1876 
or a Medicare+Choice organization with a 
contract under part C of title XVIII, a pro
vider sponsored organization, or any other 
public or private organization meeting the 
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requirement of section 1902(w) that (1) makes 
services it provides accessible to enrolled in
dividuals to the same extent as such services 
are made accessible to Medicaid-eligible in
dividuals not enrolled with the organization 
and (2) has made adequate provision against 
the risk of insolvency. Qualified HMOs would 
be deemed to meet requirements (1) and (2). 
Section 1932 contains provisions relating to 
(a) special rules, (b) choice of coverage, (c) 
process for enrollment and termination and 
change of enrollment, and (d) provision of in
formation. 

With respect to requiring that individuals 
be given a choice of at least two managed 
care entities or managers, the conference 
agreement includes the Senate amendment, 
which allows beneficiaries to choose among 
qualified managed care plans, with a choice 
of at least two plans. A special rule applies 
for certain Heal th Insuring Organizations 
(HIOs). With respect to rural areas, changes 
in enrollment, enrollment priorities, termi
nation of enrollment, Medicare beneficiaries, 
and information on benefit carve outs, the 
conference agreement includes the Senate 
amendment. With respect to religious 
choice, notice of termination, reenrollment, 
and nondiscrimination, the conference agree
ment does not include the Senate amend
ment. With respect to Indian enrollment and 
special needs children, the conference agree
ment includes provisions that are identical 
in the House bill and Senate amendment. 
Children who receive Adoption Assistance 
under part E of Title IV are added to those 
considered to be special needs children. With 
respect to default enrollment process, the 
conference agreement includes the Senate 
amendment. 

With respect to state minimum enrollment 
option, the conference agreement includes 
the Senate amendment modified to allow 
states to guarantee eligibility for up to 6 
months (without extension up to 12 months) 
for persons enrolled . with a Medicaid man
aged care organization (as defined in section 
1903(m)(l)(A)), with a primary care case man
ager (as defined in section 1905(t)), or by or 
through a case manager. (See " 6-month 
Guaranteed Eligibility for All Individuals 
Enrolled in Managed Care," below). With re
spect to provisions of information in easily 
understood form, the conference agreement 
modifies the Senate amendment to delete 
the specification of for whom such informa
tion must be present in an easily understood 
form. With respect to the provision of infor
mation and comparative information to en
rollees and potential enrollees, the con
ference agreement includes the Senate 
amendment with modifications. Managed 
care entities must make available to enroll
ees and potential enrollees information 
about (a) providers, (b) enrollee rights and 
responsibilities, (c) grievance and appeal pro
cedures, and (d) information on covered 
items and services. States must, on an an
nual basis, provide individuals required to 
enroll with managed care entities with a list 
identifying the managed care entities avail
able and comparative information about 
each entity's benefits and cost-sharing, serv
ice area, and quality and performance. 
PRIMARY CARE CASE MANAGEMENT SERVICES 

AS STATE OPTION WITHOUT NEED FOR WAIVER 
Section 3403 of House bill and Section 5702 of 

Senate amendment) 
CURRENT LAW 

All states are required to provide some 
services and a are permitted to provide oth
ers. Under current law a state may offer case 
management services on a voluntary basis. 

However, to mandate that a beneficiary en
roll in a PCCM system a state must first ob
tain a waiver of the freedom-of-choice provi
sions of Medicaid law. Section 1915(b)(l) 
waivers allow states to restrict the provider 
from whom a beneficiary can obtain services. 
Except in the case of an emergency, the ben
eficiary may obtain other services, such as 
specialty physician and hospital care, only 
with the authroization of the primary care 
provider. The aim of the program is to re
duce the use of unnecessary services and pro
vide better overall coordination of bene
ficiaries ' care. 

HOUSE BILL 
Effective October 1, 1997, the House bill 

adds primary care case management as an 
optional service states may provide. Primary 
care case management services are those 
case management and primary care services 
a physician, a physician group practice, or 
an entity employing or having other ar
rangements with physicians, or at state op
tion, nurse practitioners, certified nurse
midwives, or physician assistants contracts 
with the state to provide. these include cov
ered primary care services provided or ar
ranged for directly by the primary care case 
manager and other services as specified 
under the contract. 

The contract must provide that: (1) hours 
of operation are reasonable and adequate, in
cluding 24-hour availability of information, 
referral, and treatment with respect to med
ical emergencies; (2) enrollment is restricted 
to those living reasonably near a service de
livery site; (3) a sufficient number of pro
viders are employed or contracted with to 
meet the needs of enrollees; (4) individuals 
are not discriminated against in enrollment, 
disenrollment, or reenrollment based on 
health status or need for care; (5) enrollees 
are allowed to disenroll without cause during 
the first month of each enrollment period 
and to disenroll at any time for cause. En
rollees may not be locked in to a provider for 
more than 6 months. 

Primary care services include all health 
care and laboratory services customarily 
provided in accordance with State license 
and certification laws and regulations by or 
through a general practitioner, family medi
cine physician, internal medicine physician, 
obstetrician/gynecologist, or pediatrician. 

SENATE AMENDMENT 
The Senate bill includes a similar provi

sion, except that it repeals Section 1915(b)(l) 
freedom-of-choice waiver authority. 

CONFERENCE AGREEMENT 
The conference agreement includes House 

provision with conforming amendments. Ef
fective for PCCM services furnished on or 
after October 1, 1997. 

ELIMINATION OF 75:25 RESTRICTION ON RISK 
CONTRACTS 

Section 3402 of House bill and Section 5703 of 
Senate amendment 

CURRENT LAW 
As a proxy for quality, current law re

quires that plans limit their enrollment of 
Medicaid and Medicare beneficiaries to less 
than 75% of total enrollment (known as the 
"75/25 rule"). This requirement may be 
waived for community, migrant, or Appa
lachian health centers which receive federal 
grant funds and meet certain other condi
tions. It may be waived temporarily for a 
publicly owned contracting plan, a plan with 
more than 25,000 enrollees that serves a · des
ignated " medically underserved" area and 
that previously participated in an approved 
demonstration project, or a plant hat has 

had a Medicaid contract for less than 3 
years, if the plan is making continuous and 
reasonable efforts to comply with 75% limit. 
For some HMOs, the 75/25 rule has been by
passed through state demonstration waivers 
or through specific federal legislation. 

HOUSE BILL 
The House bill eliminates the 75/25 rule, ef

fective on the date of enactment. 
SENATE AMENDMENT 

The Senate bill has a similar provision, ex
cept that the provision is effective on and 
after June 20, 1997. · 

CONFERENCE AGREEMENT 
The conference agreement includes Senate 

amendment. 
INCREASED BENEFICIARY PROTECTIONS 

Sections 3463, 3465, and 3466 of House bill and 
Section 5701 (new sections 1941-1945) of 
Senate amendment 
a. Specification of Benefits 

CURRENT LAW 
No provision. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires contracts with Medicaid managed 

care entities to specify the benefits the pro
vision (or arrangement) for which the entity 
is responsible. 

CONFERENCE AGREEMENT 
The conference agreement includes the · 

Senate amendment with conforming lan
guage. 

b. Application of Prudent Layperson Stand
ard for Medical Emergencies 

CURRENT LAW 
Contracts with MCOs that provide a com

prehensive set of Medicaid services must pro
vide that either the MCO or the state shall 
reimburse enrollees for medically necessary 
services provided by a nonparticipating pro
vider if the services were immediately re
quired due to an unforeseen illness, injury, 
or condition. 

HOUSE BILL 
Requires that contracts with managed care 

plans provide for coverage for emergency 
services without regard to: (1) whether the 
emergency care provider has an arrangement 
with the plan or (2) prior authorization. 
Plans would be required to comply with such 
guidelines as the Secretary may prescribe re
lating to promoting efficiency and timely co
ordination of appropriate maintenance and 
post-stabilization care provided to an en
rollee determined to be stable by a medical 
screening examination required under the 
Examination and Treatment under Emer
gency Medical Conditions and Women in 
Labor requirements of the Social Security 
Act (Section 1867). 

Emergency services would be defined, with 
respect to an individual enrolled with a par
ticipating HMO, as covered inpatient and 
outpatient services that are furnished by a 
qualified provider and needed to evaluate or 
stabilize an emergency medical condition. 
An emergency medical condition would be 
defined as one manifesting itself by acute 
symptoms of sufficient severity such that a 
prudent layperson, who possesses an average 
knowledge of·health and medicine , could rea
sonably expect the absence of immediate 
medical attention to result in: (a) placing 
the health of the individual in serious jeop
ardy (and in case of a pregnant woman, her 
health or that of her unborn child); (b) seri
ous impairment to bodily functions; or (c) se
rious dysfunction of any bodily organ or 
part. 
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Prohibits interference with physician ad

vice to enrollees. A participating health plan 
may not prohibit or otherwise restrict cov
ered health care professionals from talking 
to their patients about their health status, 
health care, or treatment options, regardless 
of whether benefits for such care or treat
ment are provided under the plan, so long as 
the professional is acting within the lawful 
scope of practice. "Covered health care pro
fessional " includes physicians and other 
health care professionals (as specified) . 

HMOs could not be required to provide, re
imburse, or provide coverage of a counseling 
or referral service if they objected to the 
provision of such service on moral or reli
gious gTounds. Requires HMOs to inform pro
spective and current enrollees of any such 
services they do not provide, before or during 
enrollment or within 90 days after the date 
that the HMO adopts a change in policy re
garding such a counseling or referral service. 

SENATE AMENDMENT 

Similar provision to House bill except (1) 
adds severe pain to definition of emergency 
medical services and (2) does not include the 
prohibition on physician communication. 

CONFERENCE AGREEMENT 

The conference agTeement includes the 
House and Senate provisions. 

c. Grievances Procedures 
CURREN'!' LAW 

No provision. 
HOUSE BILL 

Requires that contracts with capitated 
managed care entities provide for compli
ance with the following grievance and ap
peals requirements: (1) Participating man
aged care entities must provide a meaningful 
and expedited procedure for resolving griev
ances between the entity and its enrollees. 
Such a procedure would include notice and 
hearing requirements. (2) The managed care 
entity must inform plan enrollees in a time
ly manner of any denial, termination, or re
duction of services. The plan must clearly 
state the reason for the denial of service. 
The plan must provide enrollees with an ex
planation of the plan's complaint process 
and of all other appeal rights available to 
them. (3) Plans must establish a board of ap
peals to resolve grievances concerning deni
als of coverage or payment for services. The 
board would consist of representatives of the 
managed care entity, including physician 
and nonphysicians; consumers who are not 
plan enrollees; and providers with expertise 
in the field of medicine related to the condi
tion or disease which requires treatment. 
The board would hear and resolve filed com
plaints within 30 days. This provision does 
not replace or supercede any other Medicaid 
appeal mechanisms. 

SENATE AMENDMENT 

Requires Medicaid managed care entities 
to establish an internal grievance procedure 
under which an enrollee who is eligible for 
medical assistance under the State plan, or a 
provider on behalf of such an enrollee, may 
challenge the denial of coverage of or pay
ment for such assistance. Requires entities 
to provide effective procedures for hearing 
and resolving grievances between the entity 
and members enrolled with the entity. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

d. Demonstration of Adequate Capacity and 
Services 

CURRENT LAW 

No provision. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires Medicaid MCOs to provide the 
state and the Secretary with adequate assur
ances as determined by the Secretary, that 
the organization meets specified require
ments with respect to a service area. Such 
requirements include: (1) the capacity to 
serve the expected enrollment in such serv
ice area; (2) an appropriate range of services, 
including transportation and translation 
services; (3) a sufficient number, mix, and ge
ographic distribution of providers; (4) ex
tended hours of operation with respect to 
primary care services; (5) preventive and pri
mary care services in readily accessible loca
tions; (6) information about health and other 
services offered by other programs for which 
enrollees may be eligible; (7) compliance 
with other access to care requirements the 
Secretary or state may impose. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment modified to require as
surances with respect to (1) the capacity to 
serve the expected enrollment in such serv
ice area; (2) an appropriate range of services 
and access to preventive and primary care; 
and (3) a sufficient number, mix, and geo
graphic distribution of providers. 

e. Protecting Enrollees Against Liability for 
Payment 

CURRENT LAW 

Requires MCOs to make adequate provision 
against the risk of insolvency, which assures 
that individuals eligible for benefits are not 
held liable for debts of the organization in 
case of the organization's insolvency. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Managed care entities are required to as
sure that individuals enrolled with the enti
ty are not held liable for the debts of the en
tity (or any health care provider with a con
tractual or other arrangement with the enti
ty) in the event of insolvency, or for services 
provided to them in the event the entity (or 
any health care provider with a contractual 
or other arrangement with the entity) fails 
to receive payment from the state for such 
services. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

f. Antidiscrimination 
CURRENT .LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Prohibits managed care entities from dis
criminating against any provider acting 
within the scope of the provider's license or 
certification under applicable state law with 
respect to participation, reimbursement, or 
indemnification, solely on the basis of such 
license or certification. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

g. Compliance with Certain Maternity and 
Mental Health Requirements 

CURRENT LAW 

Public Law 104-204 requires group health 
plans and issuers of health insurance plans 
in the group and individual markets to pro-

vide coverage of 48 hours of inpatient care 
for normal childbirth deliveries and 96 hours 
for caesareans. Public Law 104-204 also pro
hibits group health plans that cover medical, 
surgical, and mental health benefits from 
imposing more restrictive annual or lifetime 
dollar limitations on the coverage of mental 
health benefits than on medical and surgical 
benefits. The definition of mental health 
benefits does not include treatment of sub
stance abuse and chemical dependency. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires Medicaid MCOs to comply with 
the mental health parity and maternity 
length-of-stay requirements enacted by Pub
lic Law 104-204. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

h. Protection of Enrollees Against Balance 
Billing Through Subcontractors 

CURRENT LAW 

Section 1128B(d)(l) of the Social Security 
Act contains penalties for those who know
ingly and willfully charge, for any service 
provided to a patient under an approved 
Medicaid state plan, money or other consid
eration at a rate in excess of the rates estab
lished by the state. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Applies balance billing limitation require
ments to any entity subcontracting with 
participating managed care entities. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment, with clarifications to 
simplify language. 

i. Standards Relating to Access and Obstet
rical and Gynecological Services Under 
Managed Care 

CURRENT LAW 

No provision. 
HOUSE BILL 

Managed care plans requiring or allowing 
enrollees to designate their primary care 
provider must permit female enrollees to 
designate a participating obstetrician-gyne
cologist as their primary care provider. En
rollees who have designated other providers 
as their primary care provider must be per
mitted to obtain obstetric and gynecologic 
care from a participating obstetrician-gyne
cologist without prior authorization. The or
dering of any other gynecologic care by the 
participating obstetrician-gynecologist is 
considered prior authorization for such care. 
Provision shall be effective for contracts en
tered into, renewed, or extended on or after 
January l, 1998. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement does not include 
the House provision. 

j. Miscellaneous 
CURRENT LAW 

Requires MCOs to make services they pro
vide accessible to enrolled individuals to the 
same extent as such services are made acces
sible to Medicaid-eligible individuals not en
rolled with the organization. 

Requires MCO contracts to provide, in the 
case of medically necessary services provided 
to an individual other than through the 
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MCO, that either the MCO or the state pro
vides for reimbursement with respect to 
those services if they were immediately re
quired due to an unforseen illness, injury, or 
condition. 

SENATE AMENDMENT 

Requires a managed care entity to provide 
Medicaid services to provide or arrange for 
all medically necessary services specified in 
the contract. Requires entities to meet 
standards, established by the Secretary, re
lating to the ratio of enrollees to full-time
equivalent primary care providers. 

Requires a managed care entity to refer 
enrollees requiring specialty care to an 
available and accessible specialist. Specialty 
care provided must be approved by the enti
ty, in accordance with quality assurance and 
utilization review standards. Referral to a 
nonparticipating specialty provider is re
quired only if the plan doesn't have the ap
propriate specialist available. Care provided 
to an enrollee referred to a nonparticipating 
specialists may cost the enrollee no more 
than care provided by a participating spe
cialist. 

Requires managed care entities to make 
medical assistance available to enrollees 
with reasonable promptness and medically 
necessary care available and accessible 24 
hours a day and 7 days a week. Provides re
imbursement to individuals who receive 
medical assistance other than through the 
managed care entity or without prior ap
proval, if the services are medically nec
essary and immediately required because of 
an unforeseen emergency. 

Assistance to special needs children en
rolled in a managed care entity shall be pro
vided either by a participating experienced 
pediatric health care provider or, if appro
priate services are not available through the 
entity, from appropriate outside providers. 
An individual referred to a provider or al
lowed to seek outside treatment shall be 
deemed to have obtained any prior author
ization required by the entity. 

CONFERENCE AGREEMENT 

With respect to access to services, primary 
care provider ratios, referral to specialty 
care, timely delivery of services, and treat
ment of special needs children, the con
ference agreement does not include the Sen
ate amendment. 

QUALITY ASSURANCE STANDARDS 

Section 3461 of the House bill and Section 
5701 (new sections 1945, 1946, 1947, and 1950) 
and Section 5758 of Senate amendment 

CURRENT LAW 

The Medicaid statute includes a number of 
provisions intended to improve quality of 
care in prepaid programs and to protect 
beneficiaries. States are required to obtain 
an independent assessment of the quality of 
services furnished by contracting HMOs and 
pre-paid health plans (those offering a non
comprehensive set of services under partial 
capitation), using either a utilization and 
quality control peer review organization 
(PRO) under contract to the Secretary or an
other independent accrediting body. 

States are prohibited from contracting 
with an organization which is managed or 
controlled by, or has a significant sub
contractual relationship with, individuals or 
entities potentially excludable from partici
pating in Medicaid or Medicare. 

States are required to collect sufficient 
data on HMO enrollees' encounters with phy
sicians to identify the physicians furnishing 
services to Medicaid beneficiaries. As a 
proxy for quality, federal law requires that 

less than 75% of a managed care organiza
tion's enrollment must be Medicaid and 
Medicare beneficiaries. For some HMOs, the 
75/25 rule has been bypassed through state 
demonstration waivers or through specific 
federal legislation. Some HMOs are federally 
qualified- determined by the Secretary to 
meet standards set forth in title XIiI of the 
Public Health Service Act that includes 
quality standards. 

States' payments under contracts with 
MCOs must be established on a actuarially 
sound basis. By regulation, payment rates 
may not exceed what the state would have 
paid for similar services for a beneficiary not 
enrolled in a MCO. This upper payment limit 
is known as the fee-for-service equivalent. 
States may pay less than the upper limit. 

MCOs' physician incentive plans are re
quired to meet the requirements of section 
1876(i)(8) and comparable requirements under 
part C of title XVIII. 

HOUSE BILL 

States entering into contracts with man
aged care entities would be required to es
tablish a quality assurance program, con
sistent with standards that the Secretary 
would establish and monitor, in consultation 
with states and that do not preempt the ap
plication of stricter state standards. State 
quality assurance programs are required to 
include (1) standards for access to care that 
ensure (a) that covered services are available 
within reasonable timeframes, (b) adequate 
primary care, and (c) specialized service ca
pacity, including pediatric services for spe
cial needs children, (2) procedures for moni
toring and evaluating quality of care that in
cludes submitting quality assurance data 
using requirements for entities with Medi
care contracts or other requirements as ap
proved by the Secretary, and periodic assess
ment of quality improvement strategies, and 
(3) provisions for financial reporting. 

Managed care entities would be required to 
submit to the state any information the 
state may find necessary to monitor care, 
maintain an internal quality assurance pro
gram consistent with the state's quality as
surance program described above, and pro
vide effective grievance procedures. 

Health maintenance organizations with 
contracts in effect under Section 1876 of the 
Social Security Act or MedicarePlus organi
zations with contracts in effect under Part C 
of Title XVIII of the Social Security Act 
could, at state option, be deemed to be in 
compliance with the requirements of Section 
1903(m) pertaining to managed care organiza
tions. 

The provision would allow states to deem 
those managed care entities that have been 
accredited by an accrediting organization to 
be in compliance with the requirements of 
Section 1903(m) pertaining to managed care 
entities. The accrediting organization must 
be: (1) private and nonprofit; (2) in existence 
for the primary purpose of accrediting man
aged organizations or health care providers; 
and (3) independent of health care providers 
or associations of health care providers. The 
Secretary is required to specify require
ments for the standards and process by 
which a managed care entity may be accred
ited by such an accrediting organization. 

The provisions of this section apply to 
agreements between state agencies and man
aged care entities entered into or renewed on 
or after January 1, 1999. 

SENATE AMENDMENT 

Similar to House provision, except it re
quires primary care case managers and man
aged care organizations to obtain an annual 

external independent review of the quality 
outcomes and timeliness of, and access to 
the services included in the manager's or or
ganization's contract with the state. The 
MCO's review shall include: (1) a review of 
the MCO's medical care and enrollee inpa
tient and ambulatory data for indications of 
quality of care, inappropriate utilization, 
and treatment; (2) notification of the entity 
and the state if inappropriate care, treat
ment, or utilization is found; and (3) other 
activities prescribed by the Secretary or the 
state. Requires the review to use protocols, 
developed and validated by the Secretary, 
that are at least as rigorous as those used by 
the National Committee on Quality Assur
ance as of the date of enactment. Requires 
the results of the reviews to be available to 
participating providers, enrollees and poten
tial enrollees of the MCO. Requires the Sec
retary to review the external independent re
views each year, and monitor the effective
ness of the state's monitoring of managed 
care entities. 

In addition, the Senate Amendment: re
quires Medicaid managed care organizations 
and primary care case managers to provide 
specified information to states; requires en
tities entering into contracts with the state 
to submit to the state information that dem
onstrates improvement in the care delivered 
to members and requires MCOs to provide 
enrollees with an annual report on non
health expenditures; and requires Medicaid 
MCOs to maintain sufficient patient encoun
ter data to identify the health care provider 
furnishing services to Medicaid beneficiaries 
and to submit such data to the state or Sec
retary upon request. 

Permits the Secretary and the State to es
tablish an incentive program to reward high 
quality managed care entities. 

Provides federal financial participation 
(FFP) for 75% of the amount expended with 
respect to costs incurred in a quarter (as 
found necessary by the Secretary for the 
proper and efficient administration of the 
state plan) as are attributable to the per
formance of independent external reviews of 
managed care entities. 

Modifies the payment limit and actuarial 
soundness standards to require that 
capitated payment amounts be set at rates 
that have been determined to be sufficient 
and not excessive. Such determination would 
be made by an independent actuary meeting 
the standards of qualification and practice 
established to the Actuarial Standards 
Board. 

Requires MCO's physician incentive plans 
to meet the requirements of section 1876(i)(8) 
and comparable requirements under part C of 
title XVIII. 

Requires specified aspects of an MCOs pro
vider participation agreements with rural 
health clinics, federally qualified health cen
ters, and clinics providing Title X services to 
be no more restrictive than the MCOs agree
ments with other participating providers. 
Payments to federally qualified health cen
ters and rural health clinics are required, at 
the election of such center or clinic, to be 
made on a cost basis. 

Requires the Secretary, in consultation 
with specified others, to conduct a study and 
develop guidelines regarding managed care 
entities and individuals with special health 
care needs. The Secretary shall report such 
guidelines to Congress not later than 2 years 
after the date of enactment and make rec
ommendations for implementing legislation. 
The guidelines shall relate to specified issues 
and will apply to primary care case manage
ment and capitated risk sharing arrange
ments. 
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Requires other specified studies and re

ports: 
(1) By January 1, 1998, the Secretary must 

report to the Senate Finance and House 
Commerce Committees on the effect of man
aged care entities on the delivery of and pay
ment for the services traditionally provided 
through FOHCs, RHCs, and DSH hospitals 
that have traditionally served Medicaid 
beneficiaries. The report must include speci
fied information. 

(2) The Secretary and Comptroller General 
must submit annually a report on the rates 
paid for hospital services under Medicaid 
managed care entities. 

(3) Requires each state to report informa
tion on hospital rates submitted to such 
state under section 1947(b)(2). 

(4) Requires the Institute of Medicine to 
analyze whether the quality assurance pro
grams and accreditation standards applica
ble to managed care entities operating in the 
private sector or under contract under the 
Medicare program include consideration of 
the accessibility and quality of health care 
items and services such entities deliver to 
low-income individuals. 

CONFERENCE AGREEMENT 
With respect to quality improvement 

strategy the conference agreement includes 
provisions that are similar in the House bill 
and Senate amendment. States entering into 
contracts with managed care entities would 
be required to establish a quality assurance 
program, consistent with standards that the 
Secretary would establish and monitor, in 
consultation with states and that do not pre
empt the application of stricter state stand
ards. State quality assurance programs are 
required to include (1) standards for access 
to care that ensure (a) that covered services 
are available within reasonable timeframes, 
(b) adequate primary care, and (c) specialized 
service, (2) examination of other aspects of 
care and service directly related to the im
provement of quality of care (including 
grievance procedures and marketing and in
formation standards), and (3) procedures for 
monitoring and evaluating quality of care 
that includes submitting quality assurance 
data using requirements for entities with 
Medicare contracts or other requirements as 
approved by the Secretary, and periodic as
sessment of quality improvement strategies. 

With respect to external independent re
view of managed care activities, the con
ference agreement includes the Senate 
amendment with modifications. The modi
fications would apply the requirement for ex
ternal review for external review to managed 
care organizations only (not PCCMs) and re
quire the Secretary, in coordination with the 
National Governors' Association, to contract 
with an independent quality review organiza
tion to develop the protocols to be used in 
external independent reviews. The con
ference agreement does not include the Sen
ate amendment with respect to the contents 
of the review, Secretarial review and moni
toring, information requirements, annual re
port on non-health expenditures, and incen
tives for high quality. 

With respect to deemed compliance, the 
conference agreement includes the Senate 
amendment with modifications. The modi
fications would, at the option of a state, 
deem Medicaid MCOs with contracts in effect 
under Section 1876 of the Social Security Act 
of Medicare+Choice organizations with con
tracts in effect under Part C of Title XVIII of 
the Social Security Act that have had con
tracts in effect under section 1903(m) at least 
during the previous 2-year period to be in 
compliance with external independent re-

view requirements, permit private accredita
tion at the option of a state, and allow the 
Secretary to waive the external independent 
review requirement for organizations she de
termines have consistently maintained a 
good record of quality assurance. 

With respect to FFP for external quality 
review organizations, the conference agree
ment includes the Senate amendment with 
clarifications to simplify language. 

With respect to payment limits and en
counter data, physician incentive plans, pro
vider participation agreements, and pay
ments to federally qualified health centers 
and rural health clinics, the conference 
agreement does not include the Senate 
amendment. 

With respect to studies and reports, the 
conference agreement includes the Senate 
amendment with modifications requiring 
only studies of (1) managed care entities and 
individuals with special health care needs 
and (2) quality assurance programs and ac
creditation standards applicable to managed 
care entities operating in the private sector. 

SOLVENCY STANDARDS 

Section 3462 of House bill and Section 5701 
(new section 1948) of Senate amendment 

CURRENT LAW 

HMOs are required to make adequate pro
vision against the risk of insolvency that is 
satisfactory to the state and assures that 
Medicaid beneficiaries are in no case held 
liable for debt of the HMO in case of its in
solvency. 

HOUSE BILL 

Effective for contracts entered into or re
newed on or after October 1, 1998, requires an 
HMO to either meet the same solvency 
standards set by the states for private HMOs 
or be licensed or certified by the state as a 
risk-bearing entity. Such requirements 
would not apply to an organization if: (1) the 
organization does not provide inpatient and 
physician services; (2) the organization is a 
public entity; (3) the organization's solvency 
is guaranteed by the state; or (4) the organi
zation is a federally qualified health center. 

Such requirements shall not apply to fully 
capitated HMOs under contract of the date of 
enactment of this Act until 3 years after the 
date of enactment of this Act. 

SENATE AMENDMENT 

The Secretary would be required to estab
lish standards under which MCOs would 
make adequate provision against insolvency. 
Requires the Secretary to issue guidelines 
concerning solvency standards for risk con
tracting entities and their subcontractors. 

Requires Medicaid MCOs to report to the 
state such financial information as the state 
may require to demonstrate the MCO can 
bear risk and that it doesn 't place providers 
at risk for services they don't provide. The 
Secretary and the state have the right to 
audit and inspect the MCO's books relating 
to financial information. Each MCO shall 
furnish the state with an audited financial 
statement of the organization's net earnings, 
consistent with generally accepted account
ing principles. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision, effective for contracts en
tered into or renewed on or after October 1, 
1998. 

ADDITIONAL FRAUD AND ABUSE PROTECTIONS 
IN MANAGED CARE 

Section 3464 in House bill and Section 5701 
(new sections 1948 and 1949) of Senate 
amendment 

CURRENT LAW 
a. Prohibiting Affiliations With Individuals 

Debarred by Federal Agencies 
No provision. 
b. Protection Against Marketing Abuse 
No provision. 
c. Application of State Conflict-of-Interest 

Safeguards 
Medicaid state and local officers, or em

ployees, former officers or employees, and 
partners of former officers or employees are 
prohibited from committing any act that is 
prohibited by Section 207 or 208 of title 18 of 
the United States Code. 

d. Sanctions for Noncompliance by Managed 
Care Entities 

The Secretary may carry out specific rem
edies, including civil money penalties and 
the suspension of enrollment of individuals 
and the payment for services provided to 
them, in the event an MCO: (1) fails to sub
stantially provide medically necessary items 
and services required to be provided, and if 
the failure adversely affected (or had the 
substantial likelihood of adversely affecting) 
the individual; (2) imposed premiums in ex
cess of premiums permitted; (3) discrimi
nated among individuals on the basis of their 
health status or requirements for health care 
service; (4) misrepresented or falsified infor
mation that it furnished to the Secretary or 
others; or (5) failed to comply with rules re
garding physician incentive participation. 

e. Limitation on Ava'ilability of FFP for Use of 
Enrollment Brokers 

No provision 
f. Disclosure of Ownership and Related Infor

mation 
Section 1124 of the Social Security Act re

quires that entities participating in Medi
care, Medicaid, and the Maternal and Child 
Health Block Grant programs provide cer
tain information regarding the identity of 
each person with an ownership or control in
terest in the entity, or in any subcontractor 
in which the entity has a direct or indirect 
5% or more ownership interest. 

g. Disclosure of Transaction Information 
Each non-qualified HMO must report to 

the state and upon request to the Secretary 
and selected others a description of trans
actions between the organization and a party 
of interest (as defined in section 1318(b) of 
the Social Security Act), including: (1) any 
sale or exchange, or leasing of any property 
between the organization and such party; (2) 
any furnishing for consideration of goods, 
services, and facilities (but generally not in
cluding employees' salaries or health serv
ices provided to members); and (3) any lend
ing of money or other extension of credit. 

HOUSE BILL 
a. Prohibiting Affiliations With Individuals 

Debarred by Federal Agencies 
An HMO could not knowingly affiliate with 

a person (or an affiliate of such person) 
debarred, suspended, or otherwise excluded 
from participating in procurement activities 
under the federal acquisition regulation, or 
from participating in nonprocurement ac
tivities under regulations issued pursuant to 
Executive Order 12549. Specifically, an HMO 
may not have such a person as a director, of
ficer, partner, or person with beneficial own
ership of more than 5% of the organization 
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equity. Further, an HMO may not have an 
employment, consulting, or other agreement 
with such a person for items and services re
lated to the organization's contract with the 
state. 

If a state found an HMO contractor to be 
out of compliance with the above require
ments, it could not continue an existing 
agreement with such organization unless the 
Secretary, in consultation with the Inspec
tor General of the Department, directs oth
erwise. The state could not renew or other
wise extend the duration of an existing con
tract with such organization unless the Sec
retary, in consultation with the Inspector 
General of the Department, provided to the 
state and to Congress compelling reasons for 
such renewal or extension. 

b. Protection Against Marketing Abuse 

Requires that a state, in consultation with 
a medical care advisory committee, approve 
all marketing material an HMO wishes to 
distribute, prior to distribution. HMOs would 
be prohibited from: (1) distributing any mar
keting material containing false or mis
leading information; (2) seeking to influence 
enrollment in conjunction with the sale of 
any other insurance; and (3) directly or indi
rectly conducting door-to-door, telephonic, 
or other "cold call" marketing of enroll
ment. Requires HMOs to distribute mar
keting information to their entire service 
area. Before an individual is enrolled in a 
plan, HMOs are required to comply with con
ditions the Secretary would prescribe to en
sure that they are provided with accurate 
oral and written information sufficient to 
make an informed enrollment decision. Pro
hibits the state from contracting with an 
HMO found to have distributed false or mis
leading marketing information. 

c. Application of State Conflict-of-Interest 
Safeguards 

Requires states to have conflict-of-interest 
safeguards in effect relating to state officers 
and employees having responsibilities over 
contracts with managed care organizations. 
Such safeguards must be at least as effective 
as the federal safeguards provided under Sec
tion 27 of the Office of Federal Procurement 
Policy Act. 

d. Sanctions for Noncompliance by Managed 
Care Entities 

No provision. 
e. Limitation on Availability of FFP for Use of 

Enrollment Brokers 

Federal financial participation (FFP) 
would be available for expenditures for the 
use of an enrollment broker in marketing 
HMOs and other managed care entities to el
igible individuals, on the condition that the 
broker is independent of any plan or provider 
in the state, and that no person who is an 
owner, employee, consultant, or has a con
tract with the broker has any financial rela
tionship with participating managed care en
tities or providers, or has been excluded from 
participating in Medicaid or Medicare. This 
provision would be effective January 1, 1998. 

f. Disclosure of Ownership and Related Inf or-
mation 

No provisic-n. 
g. Disclosure of Transaction Information 
No provision. 

SENATE AMENDMENT 

a. Prohibiting Affiliations With Individuals 
Debarred by Federal Agencies 

Identical to House provision except would 
apply protection against marketing abuse to 
managed care entities. 

b. Protection Against Marketing Abuse 
Identical to House provision except would 

apply protection against marketing abuse to 
managed care entities including PCCM. 

c. Application of State Conflict-of-Interest 
Safeguards 

Identical to House provision. 
d. Sanctions for Noncompliance by Managed 

Care Entities 
Requires states to establish intermediate 

sanctions (other than the termination of a 
contract with a managed care entity), in
cluding civil money penalties, the appoint
ment of temporary management, the suspen
sion of enrollment of individuals and the 
payment for services provided to them, and 
permitting enrollees to terminate enroll
ment without cause, in the event an MCO or 
primary care case manager contracting with 
the state: (1) fails to substantially provide 
medically necessary items and services re
quired to be provided, and if the failure ad
versely affected (or had the substantial like
lihood of adversely affecting) the individual; 
(2) imposed premiums in excess of premiums 
permitted; (3) discriminated among individ
uals on the basis of their health status or re
quirements for health care service; (4) mis
represented or falsified information that it 
furnished to the Secretary or others; or (5) 
failed to comply with rules regarding physi
cian incentive participation. The Secretary 
could also to apply the sanctions described 
above and could deny payments to states for 
persons enrolled in plans. 

The term "medically necessary" may not 
be construed as requiring an abortion be per
formed by an individual, except if necessary 
to save the life of the mother or if a preg
nancy is the result of an act of rape or in
cest. 

Applies specified sanctions against chron
ically substandard managed care entities. 

Allows states to terminate contracts with 
managed care entities falling to meet the re
quirements described above. 

Establishes due process for managed care 
entities prior to the termination of a con
tract or the imposition of sanctions. 

e. Limitation on Availability of FFP for Use of 
Enrollment Brokers 

Identical to House provision. 
f. Disclosure of Ownership and Related Infor

mation 
Requires each Medicaid MCO to provide for 

disclosure of information in accordance with 
section 1124. 

g. Disclosure of Transaction Information 
Similar to current law except applies to 

Medicaid MCOs that are not qualified HMOs. 
CONFERENCE AGREEMENT 

With respect to prohibiting affiliations of 
debarred individuals and marketing protec
tion, the conference agreement includes the 
House provision. 

With respect to conflict of interest safe
guards and limitation on availability of FFP 
for use of enrollment brokers, the conference 
agreement includes provisions that are iden
tical in the House bill and Senate amend
ment. Provisions on FFP for enrollment bro
kers would apply to amounts expended on or 
after October 1, 1997. 

With respect to intermediate sanctions for 
noncompliance, the conference agreement 
provides the states with the tools they need 
to ensure that beneficiaries are enrolled in 
quality managed care plans and that they 
will receive the services provided for under 
contract. This section requires, as a condi
tion of state entry into or renewal of a con-

tract under Section 1903(m), that a state es
tablishes intermediate sanctions which it 
may impose on an entity which fails to pro
vide an item or service under its contract 
with the state. This section is intended to 
ensure that a state may not impose a sanc
tion on any plan that does not provide abor
tion services if the plan is not contracted to 
provide that service, whether or not that 
service is required to be provided under law. 

With respect to sanctions for chronically 
substandard managed care entities, author
ity to terminate contracts, and due process 
for managed care entities prior to the termi
nation of a contract or the imposition of 
sanctions, the conference agreement will in
clude the Senate amendment with con
forming amendments, effective for contracts 
entered into or renewed on or after April 1, 
1988. 

With respect to disclosure of ownership 
and related information and disclosure of 
transaction information, the conference 
agreement does not include the Senate 
amendment. 

IMPROVED ADMINISTRATION 

Section 3404 and 3402 of House bill and Sec
tion 5701 (new section 1948) and 5703 of Sen
ate amendment 
a. Change in Threshold Amount for Contracts 

Requiring Secretary's Prior Approval 
CURRENT LAW 

All state contracts with a managed care 
organization must receive prior approval 
from the Secretary if expenditures are ex
pected to be over $100,000. 

HOUSE BILL 

For contracts entered into or renewed on 
or after the ' date of enactment, raises the 
managed care contract expenditure level re
quiring prior approval from the Secretary of 
Health and Human Services to $1,000,000, ef
fective 1998. In future years, indexes the 
amount for inflation according to the per
centage increase in the consumer price index 
for all urban consumers (CPI-U) over the 
previous year. 

SENATE AMENDMENT 

Similar provision except does not index the 
amount for inflation in future years. 

CONFERENCE AGREEMENT 

The conference agreement includes House 
provision, effective on date of enactment. 
b. Permitting same copayments in HMOs as in 

fee-for-service 
CURRENT LAW 

Enrollment fees, coinsurance, or other 
cost-sharing charges may not be imposed on 
certain Medicaid recipients for services fur
nished by health maintenance organizations. 

HOUSE BILL 

Eliminates the prohibition on cost sharing 
for services furnished by heal th maintenance 
organizations. Applies to cost-sharing for 
items and services furnished on and after the 
date of enactment. 

SENATE AMENDMENT 

Similar provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 
c. Timeliness of payment 

CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires managed care organizations to 
pay affiliated providers in a timely manner 
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for items and services provided to Medicaid 
beneficiaries. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
6-MONTH GUARANTEED ELIGIBILITY FOR ALL 
INDIVIDUALS ENROLLED IN MANAGED CARE 

Section 5701 (new section 1941) of the Senate 
amendment 

CURRENT LAW 
States may also guarantee eligibility for 

up to 6 months for persons enrolled in feder
ally qualified HMOs. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Would allow states to establish a minimum 

enrollment period of not more than 6 months 
(states may extend such period up to 12 
months if extension is done uniformly for all 
individuals). Deems individuals who lose 
Medicaid eligibility prior to the end of the 
minimum enrollment period eligible to re
ceive benefits through the entity until the 
end of the enrollment period. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment modified to allow states 
to guarantee eligibility for up to 6 months 
for persons enrolled with a Medicaid man
aged care organization (as defined in section 
1903(m)(l)(A)), with a primary care case man
ager (as defined in section 1905(t)), or by or 
through a case manager. Provision shall 
take effect on October 1, 1997. 

Effective Dates (Section 5701 (new section 
1950) of Senate amendment) 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Except as otherwise provided, amendments 

take effect on the date of enactment and 
apply to contracts entered into or renewed 
on or after October 1, 1997. 

Makes allowances for States with section 
1915 or section 1115 Medicaid waivers either 
approved or in effect. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with modifications. 
Chapter 2-Flexibility in Payment of 

Providers 
FLEXIBILITY IN PAYMENT METHODS FOR HOS

PITAL, NURSING FACILITY, ICF/MR, AND 
HOME HEALTH SERVICES 

Section 3411 of House bill and Section 5711 of 
Senate amendment 

CURRENT LAW 
Under so-called Boren amendments, states 

are required to pay hospitals, nursing facili
ties, and intermediate care facilities for the 
mentally regarded (ICFs/MR) rates that are 
"reasonable and adequate" to cover the costs 
which must be incurred by "efficiently and 
economically operated facilities." A number 
of courts found that state systems failed to 
meet the test of "reasonableness" and some 
states have had to increase payments to 
these providers. 

HOUSE BILL 
Repeals the Boren amendments and estab

lishes a public notice process for setting pay
ment rates for hospitals, nursing facilities, 
and ICFs!MR. In the case of hospitals, rates 
would have to take into account the situa
tion of hospitals that serve a dispropor
tionate number of low-income patients with 
special needs. For hospitals and nursing fa-

cllities, each state would have to assure that 
the average level of payments furnished dur
ing the 18-month period beginning October 1, 
1997, is not less than the average level of 
payments that would be made for such serv
ices based on rates in effect as of May 1, 1997. 

SEN ATE AMENDMENT 
Repeals the Boren amendments and estab

lishes a public notice process for rates and 
their underlying methodologies, including a 
description of how such methodologies will 
affect access to services, quality of services, 
and safety of beneficiaries. The Secretary 
would be required to study the effects of the 
rate-setting methods used by states and sub
mit a report with recommendations not later 
than 4 years after enactment. 

CONFERENCE AGREEMENT 
Repeals the Boren amendments and estab

lishes a public process under which proposed 
rates, methodologies underlying the rates 
and the justifications for such rates are pub
lished and subject to public review and com
ment, and final rates are published with un
derlying methodologies and justifications. 
Requires the Secretary to study the effects 
of states' rate-setting methods on access to 
and quality of services and submit a report 
with recommendations not later than 4 years 
after enactment. 

Effective upon enactment; applies to pay
ments for services furnished on or after Oc
tober l, 1997. 

PAYMENT FOR CENTER AND CLINIC SERVICES 
Section 3412 of House bill and Section 1946(d) 

of Senate amendment 
CURRENT LAW 

State Medicaid programs are required to 
cover ambulatory services that are furnished 
by federally qualified health centers (FQHCs) 
and rural health clinics (RHCs). Medicaid 
payments for ambulatory services that are 
provided by FQHCs or RHCs must be equal to 
100% of the facilities' reasonable costs for 
providing the services. If an FQHC enters 
into a contract with a health maintenance 
organization (HMO) that contracts with a 
state Medicaid program, the HMO must pay 
the FQHC 100% of rea.sonable costs and the 
state's capitation payment to the HMO must 
reflect the 100% rate that is due to the 
FQHC. 

The law defines FQHC as a center that re
ceives, or meets the requirements to receive, 
a certain grant under the Public Health 
Service Act. In addition, an entity is an 
FQHC if (1) based on the recommendation of 
the Health ftesources and Services Adminis
tration within the Public Health Service, the 
Secretary determines that the entity meets 
the requirements for receiving such a grant 
or (2) the entity was treated by the Sec
retary as a comprehensive FQHC as of Janu
ary 1, 1990. The definition includes a program 
or facility operated by an Indian tribe, a 
tribal organization, or by an urban Indian 
organization. 

HOUSE BILL 
States would be required to continue to 

pay 100% of reasonable costs for services fur
nished by FQHC and RHCs during fiscal 
years 1998 and 1999, but could reduce rates in 
later years. States are required to pay FQHC 
and RHCs at least 95% of costs for services 
furnished during FY2000, 90% for FY2001, and 
85% for FY2002. 

To ease the transition from cost-based pay
ment rates, the provision specifies two spe
cial payment rules that would be applicable 
during fiscal years 1998-2002. In the case of a 
contract between an FQHC or RHC and an 
HMO, the HMO would have to pay the FQHC 

or RHC at least as much as it would pay any 
other provider for similar services. States 
would be required to make supplemental 
payments to the FQHCs and RHCs. Such pay
ments would be equal to the difference be
tween the contracted amount and the cost
based amount. 

Modifies the definition of FQHC to allow 
states flexibility in coverage. With respect 
to an entity that the Secretary determined 
met the requirements for a grant, and the 
entity was owned, controlled, or operated by 
another provider, the state would have the 
option of whether to treat the entity as an 
FQHC or not. 

The Comptroller General would be re
quired, not later than February 1, 2001, to re
port on the impact of these amendments on 
access to health care for Medicaid bene
ficiaries and the uninsured, and on the abil
ity of FQHCs and RHCs to become integrated 
in a managed care system. 

The provision would apply to services fur
nished on and after the date enactment. 

SENATE AMENDMENT 
Requires a Medicaid managed care organi

zation that has contract with an FQHC or 
RHC to pay the center on a basic that was 
comparable to the basis on which other pro
viders were paid. In addition, the provision 
would require that, at the election of the 
center, a managed care organization pay 
100% of reasonable costs for services fur
nished under a contract with an FQHC or 
RHC. 

Effective October 1, 1997. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill with amendments. The conference 
agreement would phase out the requirement 
that states pay 100% of costs to FQHCs and 
RHCs. Under the phase-out schedule, states 
could pay 95% of reasonable costs for serv
ices furnished during FY2000, 90% for 2001, 
85% for 2002, and 70% for 2003. 

The conference agreement includes the 
House bill's transitional provisions regarding 
states' supplemental payments to FQHCs 
and RHCs, and HMO payments to FQHCs or 
RHCs under contracts with the HMO. 

The conferees recognize the important con
tributions to the health of many low-income 
individuals made by these facilities. States 
are encouraged to work with the FQHCs and 
RHCs in making the transition to the new 
challenges and opportunities presented in 
Medicaid reform. 

With respect to an entity which, based on 
the recommendation of the Health Resources 
and Services Administration is determined 
to meet the requirements of receiving a 
grant, the conference agreement amends the 
definition to mean an entity that is deter
mined to meet the requirements of receiving 
a grant including requirements of the sec
retary that an entity may not be owned, con
trolled, or operated by another entity. 
ELIMINATION OF OBSTETRICAL AND PEDIATRIC 

PAYMENT RATE REQUIREMENTS 
Section 5752 of the Senate amendment 

CURRENT LAW 
States are required to assure adequate pay

ment levels for obstetrical and pediatric 
services and provide annual reports on their 
payment rates for such services. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Repeals the current law provision effective 

with services furnished on or after October 1, 
1997. 
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CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

MEDICAID PAYMENT RATES FOR CERTAIN 
MEDICARE COST-SHARING 

Section 5712 of Senate amendment 
CURRENT LAW 

State Medicaid programs are required to 
pay Medicare cost-sharing charges for indi
viduals who are beneficiaries under both 
Medicaid and Medicare, (dual eligibles) and 
for qualified Medicare beneficiaries (QMBs). 
QMBs are individuals who have incomes not 
over 100% of the poverty level and who meet 
specified resources standards.) The amount 
of required payment has been the subject of 
some controversy. 

State Medicaid programs frequently have 
lower payment rates for services than the 
rates that would be paid under Medicare. 
Program guidelines permit states to pay ei
ther (1) the full Medicare deductible and co
insurance amounts or (2) cost-sharing 
charges only to the extent that the Medicare 
provider has not received the full Medicaid 
rate for an item or service. Some courts have 
forced state Medicaid programs to reimburse 
Medicare providers to the full Medicare al
lowable rates for services provided to QMBs 
and dually eligible individuals. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Clarifies that state Medicaid programs 

may limit Medicare cost-sharing to amounts 
that, with the Medicare payment, do not ex
ceed what the state's Medicaid program 
would have paid for such service to a recipi
ent who is not a QMB. Specifies that the 
Medicare payment plus the state's Medicaid 
payment will be considered payment in full 
and the QMB will not be liable for payment 
to a provider or managed care entity. Addi
tionally, provides that any sanctions for ex
cess charges that may be imposed on a pro
vider or managed care entity under Medicare 
may be imposed for making excess charges 
under Medicaid. 

Applies to items and services furnished on 
or after the date of enactment. In the case of 
payment that is subject to a law suit pend
ing as of the date of enactment, or initiated 
after the date of enactment, applies to items 
and services furnished before the date of en
actment. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
TREATMENT OF VETERANS PENSIONS UNDER 

MEDICAID 
Section 5766 of Senate amendment 

CURRENT LAW 
No provision. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Specifies that in the case of a Medicaid-eli

gible resident in a state veterans home to 
which the Secretary of Veterans Affairs 
makes payments for nursing home care, if 
the veteran has no spouse or child, and re
ceives a veteran's pension of more than $90 
per month, any pension payment (including 
any payment due to the need for aid and at
tendance, or for unreimbursed medical ex
penses) that is over $90 per month will be 
counted as income to be applied to the cost 
of nursing home care. These provisions will 
also apply to a Medicaid-eligible surviving 
spouse of a veteran. 

Effective October l , 1997. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

3-FEDERAL PAYMENTS TO STATES 
Chapter 3-Federal Payments to States 

DISPROPORTIONATE SHARE PAYMENTS 
Section 3471 of House Bill and Subchapter C 

of Senate Amendment 
CURRENT LAW 

(a) Direct Payment by State. States are re
quired to make payment adjustments to the 
rates of certain hospitals that treat large 
numbers of low income and Medicaid pa
tients. 

The law sets minimum standards by which 
a hospital may qualify as a disproportionate 
share (DSH) hospital, and minimum pay
ments to be made to those hospitals. State 
are generally free to exceed federal mini
mums in both designation and payments up 
to ceftain ceilings. 

(b) State DSH allocations. Each year 
states are designated as either " high" DSH 
states or " low" DSH states based on the per
centage of total medical assistance pay
ments for DSH adjustments in the prior 
year. States making DSH payments in excess 
of 12% of medical assistance are designated 
" high" DSH, while those paying less than 
12% of medical assistance for DSH are des
ignated as low DSH. Total disproportionate 
share payments to each state are limited to 
a published allotment amount that can be no 
more than 12% of medical assistance pay
ments in states designated as " low" DSH 
states, and in states designated as " high" 
DSH states the amount of payments in 1992. 
A hospital may not be designated as a DSH 
hospital by a state unless it serves a min
imum of 1 % Medicaid clients among its case
load. 

(c) Transition Rule. Under current law, 
DSH payments to inpatient general hospitals 
are limited to no more than the costs of pro
viding inpatient and outpatient services to 
Medicaid and uninsured patients, less pay
ments received from Medicaid and uninsured 
patients . This cap, known as the hospital
specific or facility-specific DSH cap, was 
phased-in for certain public hospitals so that 
during state fiscal years beginning before 
January 1995, those hospitals could receive 
200% of the above costs. After that, all hos
pitals would be limited to no more than 100% 
of unreimbursed costs. 

(d) Limitations on Payments to IMDs. No 
provision. 

(e) Effective Date. no provision. 
(D DSH Payments for Certain Children's 

and Teaching Hospitals. Under current law, 
states have a great deal of flexibility in de
fining hospitals qualifying as DSH hospitals 
and setting payment adjustments for those 
hospitals within broad federal guidelines. 
DSH hospitals must include at least all hos
pitals meeting minimum criteria and may 
not include hospitals that do not have a 
Medicaid utilization rate of at least 1 %. The 
DSH payment formulas must at least meet 
minimum criteria and DSH payments cannot 
exceed a hospital-specific cap based on the 
unreimbursed costs of providing hospital 
services to Medicaid and uninsured patients . 

HOUSE BILL 
(a ) Direct Payment by State. Requires 

states to pay for services furnished by a hos
pital on behalf of individuals enrolled in 
Medicaid managed care entities directly to 
hospitals rather than to the managed care 
entities and not to include such payments in 
the capitation rate. 

(b) State DSH allocations. Establishes ad
ditional caps on the state DSH allotments 
for fiscal years 1998- 2002. The state DSH al
lotments for states in which 1995 DSH pay
ments were less than 1 % of total medical as
sistance spending would be frozen at the 
level of payments for DSH adjustments in 
those states in 1995. For states classified as 
"high" DSH states (those with DSH pay
ments in excess of 12% of medical assistance 
payments) for fiscal year 1997, DSH allot
ments would be reduced from 1995 payment 
levels. The reduction percentage for "high" 
DSH states would be equal to 2% in 1998, 5% 
in 1999, 20% in 2000, 30% in 2001, and 40% in 
2002. All other states ' DSH payments would 
be equal to 1995 DSH payments levels re
duced by one-half of the reduction percent
ages for "high" DSH states. The provisions 
of this section would become effective begin
ning with fiscal year 1998. 

(c) Transition Rule. Increases the hospital
specific cap on DSH payments for the State 
of California to 175% of the cost of care pro
vided to Medicaid recipients and individuals 
who have no health insurance or other third
party coverage for services during the year 
(net of non-disproportionate-share Medicaid 
payments and other payments by uninsured 
individuals) for the period October 1, 1997, to 
October 1, 1999. 

(d) Limitations on Payments to IMDs. No 
provision. 

(e) Effective Date. Fiscal year 1998. 
(f) DSH Payments for Certain Children's 

and Teaching Hospitals. No provision. 
SENATE AMENDMENT 

(a) Direct Payment by State. No Provision. 
(b) State DSH allocations. Establishes ad

ditional caps on state DSH allotments for 
"high" and non-high DSH states beginning 
in fiscal year 1998. "High" DSH states would 
be defined as those . designated as such for 
1997 using the preliminary DSH allotment as 
published in the Federal Register on January 
31, 1997. 

In 1998, DSH allotments for state that are 
not " high" DSH states would be equal to ac
tual 1995 DSH payment and for States that 
are " high" DSH states, would be the sum of 
1995 DSH payments to general hospitals and 
70% of DSH payments to mental hospitals. 

Except as provided below, allotments for 
non-high DSH staets for 1999 through 2002 
would be equal to 1995 payments reduced by 
the following percentages: 2% in 1999, 5% in 
2000, 10% in 2001, and 15% in 2002. Allotments 
for " high" DSH states for those years would 

. be reduced in the following manner. In 1999, 
"high" DSH states would be allotted the sum 
of 1995 DSH payments to inpatient general 
hospitals plus 50% of their 1995 DSH pay
ments to mental hospitals and then the sum 
would be reduced by 8%, in 2000, the sum of 
their 1995 DSH payments to inpatient gen
eral hospitals plus 20% of their 1995 DSH pay
ments to mental hospitals and then the sum 
would be reduced by 15%. In 2001 and 2002, 
"high" DSH states would be allotted an 
amount equal to 1995 DSH payments to inpa
tient general hospitals reduced by 20%. 

For states with 1995 DSH spending of more 
than 12% of total medical assistance pay
ments and which reported no DSH payments 
to inpatient mental health facilities in that 
year, . allotments for the years 1998- 2002 
would be equal to the average of reported 
DSH payments in 1995 and 1996. 

For states with 1995 DSH spending of less 
than 3% of total medical assistance pay
ments, allotments for years 1998- 2002 would 
be equal to their 1995 spending amounts. 

For states with 1995 DSH spending of over 
3% of total medical assistance payments, al
lotments for 1998-2002 would be equal to the 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16469 
greater of the formula as described above or 
50% of 1995 DSH payments. 

Allotments for all states for 2003 and there
after would be equal to the allotment for the 
preceding year, increased by the estimated 
percentage change in the consumer price 
index for medical services (as determined by 
the Bureau of Labor Statistics.) 

(c) Transition Rule. No provision. 
(d) Limitations on Payments to IMDs.
Payments to institutions for mental dis-

eases and other mental health facilities 
would not be allowed to exceed total DSH 
spending in 1995 for such facilities or the ap
plicable percentage multiplied by 1995 DSH 
payments to such facilities. The applicable 
percentage is the lesser of the percentage of 
total 1995 DSH payments that were paid to 
IMDs or other mental health facilities or 
50% in 2001, 40% in 2002, or 33% in 2003. 

(e) Effective Date. October l, 1997, without 
regard to whether or not final regulations to 
carry out such provisions have been promul
gated. 

(f) DSH Payments for Certain Children's 
and Teaching Hospitals. Requires states to 
provide assurances to the Secretary that the 
state has developed a methdology for 
prioritizing DSH payments to hospitals, in
cluding children's hospitals, that is based on 
the proportion of low-income and medicaid 
patients served by such hospitals. Such as
surance would be required to include a defi
nition of high volume disproportionate share 
hospitals and a detailed description of the 
methodology to be used to provide DSH pay
ments to such hospitals. The state would 
also be required to provide a report annually 
to the secretary that describes the payments 
to such hospitals. 

CONFERENCE AGREEMENT 

(a) Direct Payment by State. The con
ference agreement includes the House provi
sion with the following modification. The 
provision would not apply to DSH payments 
made under payment arrangements in effect 
on July 1, 1997. 

(b) State DSH allocations. The conference 
agreement establishes additional caps on the 
state DSH allotments for fiscal years begin
ning in 1998. The agreement sets the caps for 
1998 to 2002 and establishes specific amounts 
that states would receive in each of these 
years. Thereafter, the DSH allotments for a 
state would be equal to the allotment for the 
proceeding fiscal year increased by the per
centage change in the medical care compo
nent of the consumer price index for all 
urban consumers as estimated by the Sec
retary for the previous fiscal year subject to 
a ceiling of 12% of the total amount of ex
penditures under the State plan for medical 
assistance during the fiscal year. 

(c) Transition Rule. The conference agree
ment includes the House provision. 

(d) Limitations on Payments to IMDs. The 
conference agreement includes the Senate 
Amendment with further specifications that 
1995 DSH payments and DSH payments to 
IMDs are defined as those reported by the 
state on HCFA Form 64 no later than Janu
ary l, 1997. 

(e) Effective Date. Fiscal Year 1998. 
(f) DSH Payments for Certain Children's 

and Teaching Hospitals. The conference 
agreement includes the Senate amendment 
with the modification that states must sub
mit to the Secretary a description of the 
methodology to be used by the State for to 
identify and to make payments to dispropor
tionate share hospitals, including children's 
hospitals, on the basis of the proportion of 
low-income and medicaid patients services 
by such hospitals. The state shall make an 

annual report to the Secretary describing 
the DSH payments made. 

TREATMENT OF STATE TAXES IMPOSED ON 
CERTAIN HOSPITALS 

Section 3413 of House bill and Section 5765 
and 5768 of Senate Amendment 

CURRENT LAW 

States may not claim for federal matching 
payments state spending generated from 
health care taxes that are not broad based. 
Health care provider-specific taxes are not 
considered broad-based and, thus, may not be 
used to claim federal matching payments for 
Medicaid spending. 

HOUSE BILL 

Amends the definition of the term "broad
based health care related tax" to specify 
that health related taxes that exclude hos
pitals described in section 50l(c)(3) of the In
ternal Revenue code that are exempt from 
taxation under section 501(a) of the code, and 
do not accept Medicaid or Medicare reim
bursement would qualify for federal match
ing payments if used as state Medicaid 
spending. The provision also prohibits states 
from claiming federal matching pay men ts 
for state spending generated from health 
care taxes applied to these facilities. 

The provision applies to taxes imposed be
fore, on, or after the date of enactment. 

SENATE AMENDMENT 

Identical provision, additionally, deems 
taxes, fees, or assessments that were col
lected by the state of New York from a 
health care provider before June 1, 1997, and 
for which a waiver has been applied for, to be 
permissible health care related taxes in com
pliance with the requirements of Medicaid 
law. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill and the Senate amendment. 
ADDITIONAL FUNDING FOR STATE EMERGENCY 

HEALTH SERVICES FURNISHED TO UNDOCU
MENTED ALIENS 

Section 3472 of House bill 
CURRENT LAW 

The Medicaid program requires states to 
cover the cost of care and services n.ecessary 
for the treatment of an emergency medical 
condition for undocumented aliens as long as 
those individuals would otherwise meet the 
eligibility requirements for the state Med
icaid program. 

HOUSE BILL 

Provides for additional funding for emer
gency heal th services furnished to undocu
mented aliens for 1998 through 2001. For each 
of the four fiscal years, $25 million would be 
available to distribute among the 12 states 
(including the District of Columbia) having 
the highest number of undocumented aliens. 
In a fiscal year, each state 's portion of total 
funds available would be based on its share 
of total undocumented aliens in all of the el
igible states. From the allotments, the Sec
retary will pay to each state amounts the 
state demonstrates it paid for services fur
nished to undocumented aliens. Any amount 
of a state's allotment not paid out would be 
available for the following fiscal year. The 
number of undocumented aliens in a state 
would be based on estimates prepared by the 
Statistics Division of the Immigration and 
Naturalization Services as of October 1992. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 

ELIMINATION OF WASTE, FRAUD, AND ABUSE 

Section 5756 of Senate amendment 
CURRENT LAW 

(a) Ban on Spending for Nonhealth Related 
Items. No provision. 

(b) Disclosure of Information and Surety 
Bond Requirement for Suppliers of Durable 
Medical Equipment. Under Section 1124 of 
the Social Security Act, an entity (other 
than an individual practitioner or group of 
practitioners) that furnishes, or arranges for 
furnishing Medicaid items or services is re
quired to supply full and complete informa
tion as to the identity of each person with an 
ownership or control interest in the entity. 

(c) Surety Bond Requirement for Home 
Health Agencies. No provision. 

(d) Conflict of Interest Safeguards. Med
icaid state and local officers, or employees, 
former officers or employees, and partners of 
former officers or employees are prohibited 
from committing any act that is prohibited 
by Section 207 or 208 of title 18 of the United 
States Code. 

(e) Authority to Refuse to Enter Into Med
icaid Agreement with Individuals or Entities 
Convicted of Felonies. Generally, Medicaid 
beneficiaries are free to obtain services from 
any providers that undertake to provide 
them. 

(f) Monitoring Payment for Dual Eligibles. 
No provision. 

(g) Beneficiary and Program Protection 
Against Waste, Fraud, and Abuse. No provi
sion. 

HOUSE BILL 

(a) Ban of Spending for Nonhealth Related 
Items. No provision. 

(b) Disclosure of Information and Surety 
Bond Requirement for Suppliers of Durable 
Medicaid Equipment. No provision. 

(c) Surety Bond Requirement for Home 
Health Agencies. No provision. 

(d) Conflict of Interest Safeguards. No pro
vision. 

(e) Authority to Refuse to Enter Into Med
icaid Agreement with Individuals or Entities 
Convicted of Felonies. No provision. 

(f) Monitoring Payment for Dual Eligibles. 
No provision. 

(g) Beneficiary and Program Protection 
Against Waste, Fraud, and Abuse. No provi
sion. 

SENATE AMENDMENT 

(a) Ban of Spending for Nonhealth Related 
Items. Specifies that federal Medicaid pay
ment would not be made for any amount 
spent for roads, bridges, stadiums, or any 
other item or service not covered under a 
Medicaid state plan. 

(b) Disclosure of Information and Surety 
Bond Requirement for Suppliers of Durable 
Medical Equipment. Adds the requirement 
that states would be prohibited from issuing 
or renewing provider status for suppliers of 
durable medical equipment unless, on a con
tinuing bases, the supplier provided the state 
Medicaid agency with a surety bond in an 
amount not less than $50,000. 

(c) Surety Bond Requirement for Home 
Health Agencies. Requires home health agen
cies to provide state Medicaid agencies with 
surety bonds in amounts to less than $50,000. 

(d) Conflict of Interest Safeguards. Amends 
the officer and employee provisions to in
clude independent contractors and require 
that if they are responsible for obtaining 
services under a Medicaid state plan, that 
they will be subject to safeguards against 
conflicts of interest that are as stringent as 
the safeguards that apply under section 27 of 
the Office of Federal Procurement Policy 
Act. 
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(e) Authority to Refuse to Enter Into Med

icaid Agreement with Individuals or Entities 
Convicted of Felonies. Clarifies that a state 
is not required to have . as a Medicaid pro
vider, any person or entity convicted of a fel
ony which the state agency determines is in
consistent with the best interest of Medicaid 
beneficiaries. 

(f) Monitoring Payment for Dual Eligibles. 
Requires the Administrator of the Health 
Care Financing Administration (HCFA) to: 

Develop mechanisms to monitor and pre
vent inappropriate Medicaid payments for 
services furnished to individuals eligible for 
both Medicare and Medicaid benefits; 

Study the use of case management or care 
coordination to improve care for individuals 
who are eligible for both programs; and 

Work with states to ensure better care co
ordination for dual eligibles and recommend 
changes to Congress. 

(g) Beneficiary and Program Protection 
Against Waste, Fraud, and Abuse. Requires 
each state to provide programs to ensure 
program integrity, protect and advocate on 
behalf of individuals, and report data about 
beneficiary concerns, complaints, and in
stances of beneficiary abuse, program waste, 
or fraud by managed care plans. Each state's 
programs would provide assistance to bene
ficiaries, with emphasis on the families of 
special needs children and persons with dis
abilities. Such assistance would include ben
eficiary education on managed care plans. 
The state's programs would collect and re
port data to the state and report to the state 
on any systematic problems in the imple
mentation of managed care entities. 

CONFERENCE AGREEMENT 
(a) Ban of Spending for Nonhealth Related 

Items. 
The conference agreement includes the 

Senate amendment. 
(b) Disclosure of Information and Surety 

Bond · Requirement for Suppliers of Durable 
Medical Equipment. 

The conference agreement includes the 
Senate amendment. 

(c) Surety Bond Requirement for Home 
Health Agencies. 

The conference agreement includes the 
Senate amendment modified to require a 
surety bond of not less than $50,000 or such 
comparable surety bond as the Secretary 
may permit. 

Applies to home health care services fur
nished on or after January 1, 1998. 

(d) Conflict of Interest Safeguards. 
The conference agreement includes the 

Senate amendment with technical modifica
tions. 

Effective January 1, 1998. 
(e) Authority to Refuse to Enter Into Med

icaid Agreement with Individuals or Entities 
Convicted of Felonies. 

The conference agreement includes the 
Senate amendment with technical modifica
tions. 

(f) Monitoring Payment for Dual Eligibles. 
The conference agreement includes only 

the first item of the Senate amendment. 
That is, the conference agreement includes 
the Senate provision amended to require 
only that the HCFA Administrator monitor 
and prevent inappropriate payments. 

(g) Beneficiary and Program Protection 
Against Waste, Fraud, and Abuse. 

The conference agreement requires each 
state to provide, not later than 1 year after 
enactment, a mechanism to receive reports 
from beneficiaries and others, and compile 
data concerning alleged instances of waste, 
fraud, and abuse. 

The conferees support efforts at all levels 
of government to eliminate waste, fraud, and 

abuse in this program. States are encouraged 
to develop innovative approaches in this 
area. 

INCREASED FMAPS 
Section 5761 of Senate amendment 

CURRENT LAW 
The federal share of a state 's expenditures 

for Medicaid items and services is called the 
federal medical assistance percentage 
(FMAP). Each state 's FMAP is determined 
annually according to a statutory formula 
designed to pay a higher matching percent
age to states with lower per capita incomes 
relative to the national average per capita 
income. The law establishes a minimum 
FMAP of 50% and a maximum of 83%. For 
the District of Columbia (treated as a state 
under Medicaid law) and 11 states including 
Alaska, the FMAP is 50%. The FMAP does 
not apply to a state's administrative expend
itures; the federal share of those is generally 
50% for all states. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Increases the FMAP for the District of Co

lumbia to 60% during fiscal years 1998-2000 
and increases the FMAP for Alaska to 59.8% 
during the same period. 

CONFERENCE AGREEMENT 
For the District of Columbia, the FMAP is 

incr~ased permanently to 70% beginning in 
1998. For the state of Alaska, the FMAP is 
increased to 59.8% for fiscal years 1998, 1999, 
and 2000. The conference agreement specifies 
that the increased FMAPs apply only to 
items and services furnished under Medicaid 
or a state child health plan, payments made 
on a capitation or other risk-basis, and pay
ments attributable to disproportionate share 
hospital allotments for such fiscal years. 

The conferees note the importance of es
tablishing equitable matching rates across 
the states. The current methodology for cal
culating match rates, per capita income, is a 
poor and inadequate measure of the states' 
needs and abilities to participate in the Med
icaid program. The conferees note that the 
poverty guidelines for Alaska and Hawaii, 
for example, are different than those for the 
rest of the nation but there is no variation 
from the national calculation in the FMAP. 
The increase in Alaska's FMAP dem
onstrates there is a recognition that a more 
accurate measurement is needed in the pro
gram. Conferees also note that comparable 
adjustments are generally made for Alaska 
'and Hawaii. 

INCREASE IN PAYMENT LIMITATION FOR 
TERRITORIES 

Section 5762 of Senate amendment 
CURRENT LAW 

Puerto Rico and each of the territories has 
a federal Medicaid matching rate of 50%. 
Total annual Medicaid payments to them are 
subject to statutory limits. Beginning with 
amounts specified for each territory for 
FY1994, Medicaid limits increase annually 
according to the percentage increase in the 
medical care component of the consumer 
price index for all urban consumers (CPI-U). 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
For FY1998, for federal Medicaid payment 

limits would be increased as follows: Puerto 
Rico, $30,000,000; Virgin Islands, $750,000; 
Guam, $750,000; Northern Mariana Islands, 
$500,000; and American Samoa, $500,000. 

For FY1999 and thereafter, the Medicaid 
payment limit for each territory would be 

the amount provided for the preceding fiscal 
year increased by the percentage increase in 
the medical care component of the CPI- U. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment. 
Chapter 4-Eligibility 

STATE OPTION OF CONTINUOUS ELIGIBILITY 
FOR 12 MONTHS; CLARIFICATION OF STATE 
OPTION TO COVER CHILDREN 

Section 3421 of House bill and Section 5732 of 
Senate amendment 

CURRENT LAW 
In general, Medicaid coverage can be pro

vided only to individuals who continue to 
meet all the requirements for eligibility. For 
some individuals and families, income fluc
tuates so that there are frequent interrup
tions in eligibility. Medicaid law makes an 
exception to provide continuous eligibility 
for pregnant women and infants regardless of 
changes in income. The law specifies that a 
pregnant recipient continues to be eligible 
for Medicaid until 60 days after the preg
nancy ends. Further, a child born to a 
woman receiving medical assistance remains 
eligible for medical assistance for one year 
so long as the child is a member of the wom
an's household and the woman remains (or 
would remain if pregnant) eligible for med
ical assistance. The law requires states to 
provide Medicaid coverage to children who 
are in households with incomes not over 
100% of the federal poverty level, and who 
were born after September 30, 1983. 

HOUSE BILL 
· Permits states to provide a full continuous 

12 months of eligibility for children up to age 
19 or an earlier age specified by the state. 
Each state would also be permitted to cover 
older children under age 19, at an age speci
fied by -the state, in households with incomes 
not over 100% of poverty. 

Applies to items and services furnished on 
or after October 1, 1997. 

SENATE AMENDMENT 
Similar provision. 
Applies to items and services furnished on 

or after October 1, 1997. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

PAYMENT OF PART B PREMIUMS 
Section 3422 of the House bill and Section 

5544 of Senate amendment 
CURRENT LAW 

Medicare beneficiaries are liable for spe
cific cost-sharing charges, namely pre
miums, deductibles, and coinsurance. State 
Medicaid programs are required to pay Medi
care cost-sharing charges for certain low-in
come Medicare beneficiaries known as quali
fied Medicare beneficiaries (QMBs) . A QMB is 
an aged or disabled person with income at or 
below the federal poverty line and resources 
below $4,000 for an individual and $6,000 for a 
couple. 

States are also required to pay Medicare 
Part B Premiums for specified low-income 
Medicare beneficiaries (SLMBs) These are 
persons who meet the QMB criteria, except 
that their income is slightly over the QMB 
limit. The SLMB limit is 120% of poverty. 

The federal government and the states 
share in the payment for QMB and SLMB 
benefits according to each state 's Medicaid 
matching formula known as the federal med
ical assistance percentage (FMAP). · 

HOUSE BILL 
Beginning in calendar year 1998, raises the 

poverty threshold for mandatory Medicaid 
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payment of Medicare Part B premiums for 
Medicare beneficiaries from 120% of poverty 
to 135% of poverty. 

For individuals who would be specified 
low-income Medicare beneficiaries except 
that their incomes are between 135% of pov
erty and 175% of poverty, state Medicaid pro
grams would be required to cover that por
tion of the Medicare Part B premium attrib
utable to the transfer of certain borne health 
visits from Part A to Part B. The federal 
government would pay 100% of these costs. 

Effective on date of enactment. 
SENATE AMENDMENT 

Requires the Secretary to establish a block 
grant program to the states for the payment 
of Medicare Part B premiums for persons 
meeting the SLMB definition, except that 
their income is between 120% and 150% of the 
federal poverty level. See discussion of " Low 
Income Beneficiary Block Grant Program" 
in Medicare provisions. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with amendments. State 
Medicaid programs would make payments 
for Medicare Part B premiums for the addi
tional low-income Medicaid beneficiaries de
scribed in the provision (qualifying individ
uals) only to the extent that premiums are 
payable for months during the period begin
ning January 1998 and ending December 2002. 

The Secretary would be required to provide 
for allocations to states based on the sum of 
(1) a state's number of Medicare beneficiaries 
with incomes between 135% and 175% of pov
erty and (2) twice the number of Medicare 
beneficiaries with incomes between 120% and 
135% of poverty, relative to the sum for all 
eligible states. Total amounts available for 
allocations are $200 million for FY 1998, $250 
million for FY 1999, $300 million for FY 2000, 
$350 million for FY 2001, and $400 million for 
FY 2002. The FMAP for each participating 
state would be 100% up to the state's alloca
tion. If a state exceeded its allocation, the 
FMAP would be zero. 

A state would permit all qualifying indi
viduals to apply for assistance during a cal
endar year and select qualifying individuals 
in the order in which they apply, limiting 
the number selected so that the state's allo
cation would not be exceeded. An individual 
selected for assistance for a month would be 
entitled to receive assistance for the remain
der of the year so long as the individual con
tinued to be a qualifying individual. How
ever, an individual selected to receive assist
ance at any time during a year would not be 
entitled to continued assistance for any suc
ceeding year. It is the Conferees' expectation 
that States will budget the capped funds re
ceived under this section to ensure payment 
for the full year for qualifying individuals 
selected for, and therefore entitled to, pre
mium assistance. 

STATE OPTION TO PERMIT WORKERS WITH 
DISABILITIES TO BUY INTO MEDICAID 

Section 5731 of Senate amendment 
CURRENT LAW 

States must continue Medicaid coverage 
for " qualified severely impaired individuals 
under the age of 65." These are disabled and 
blind individuals whose earnings reach or ex
ceed the SSI benefit standard. (The current 
law threshold for earnings is $1,053 per 
month.) This special eligibility status ap
plies as long as the individual (1) continues 
to be blind or have a disabling impairment; 
(2) except for earnings, continues to meet all 
the other requirements for SSI eligibility; (3) 
would be seriously inhibited from continuing 

or obtaining employment if Medicaid eligi
bility were to end; and (4) bas earnings that 
are not sufficient to provide a reasonable 
equivalent of benefits from SSI, state supple
mentary payments (if provided), Medicaid, 
and publicly funded attendant care that 
would have been available in the absence of 
those earnings. To implement the fourth cri
terion, the Social Security Administration 
compares the individual 's gross earnings to a 
" threshold" amount that represents average 
expenditures for Medicaid benefits for dis
abled SSI cash recipients in the individual 's 
state of residence. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Provides states the option of allowing dis
abled SSI beneficiaries with incomes up to 
250% of poverty to "buy into" Medicaid by 
paying a premium. Premium levels are on a 
sliding scale, based on the individual's in
come as determined by the State. 

Effective on and after October 1, 1997. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

PENALTY FOR FRAUDULENT ELIGIBILITY 

Section 3423 of House bill and Section 5755 of 
Senate amendment 

CURRENT LAW 

A person who knowingly and willfully dis
poses of assets, including transfers to certain 
trusts, in order to obtain Medicaid eligibility 
for nursing home care is liable for a criminal 
fine and/or imprisonment, if the disposition 
of assets results in a period of ineligibility 
for such Medicaid benefits. 

HOUSE BILL 

Specifies that a person wbo, for a fee, as
sists an individual to dispose of assets in 
order to obtain Medicaid eligibility for nurs
ing borne care, would be subject to criminal 
liability if the individual disposes of assets 
and a period of ineligibility is imposed 
against such individual. 

Effective on date of enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 

TREATMENT OF CERTAIN SETTLEMENT 
PAYMENTS 

Section 3424 of House bill 
CURRENT LAW 

Under a recent class settlement, four man
ufacturers of blood plasma products will pay 
$100,000 to each of 6,200 hemophilia patients 
who are infected with human immuno
deficiency virus (HIV) . Some of the HIV-in
fected patients are receiving or may apply 
for, Medicaid benefits. The amount of the 
settlement would exceed the income and re
source limits for Medicaid eligibility. 

HOUSE BILL 

Specifies that payments made from the 
specified settlement shall not be considered 
income or resources in determining Medicaid 
eligibility, or the amount of benefits under 
Medicaid. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with technical modifica
tions. Conferees do not consider this provi-

sion to set precedent for future class settle
ments. 

PROGRAMS OF ALL-INCLUSIVE CARE FOR THE 
ELDERLY (PACE) · 

Sections 3431-3434 of the House bill and 
Sections 5741-5743 of Senate amendment 

CURRENT LAW 

OBRA 86 required the Secretary to grant 
waivers of certain Medicare and Medicaid re
quirements to not more than 10 public or 
non-profit private community-based organi
zations to provide health and long-term care 
services on a capitated basis to frail elderly 
persons at risk of institutionalization. These 
projects, known as the Programs of All In
clusive Care for the Elderly, or PACE 
projects, were intended to determine wheth
er an earlier demonstration program, On 
Lok, serving frail elderly persons, could be 
replicated across the country. OBRA 90 ex
panded the number of organizations eligible 
for waivers to 15. 

HOUSE BILL 

Repeals current On Lok and PACE project 
demonstration waiver authority and estab
lishes PACE as a State option under Med
icaid. Persons enrolled in PACE would be eli
gible for Medicaid and need not be eligible 
for Medicare. Enrollees would receive Med
icaid covered benefits solely through the 
PACE program. PACE providers would offer 
comprehensive health care services to eligi
ble individuals in accordance with a PACE 
program agreement and regulations. 
Through its PACE program agreement, a 
state could limit the number of individuals 
who could be enrolled in a PACE program. In 
general, PACE providers would be public or 
private nonprofit entities, except for entities 
(up to 10) participating in a demonstration 
to test the operation of a PACE program by 
private, for-profit entities. 

Eligible individuals would be those persons 
who are 55 years of age or older; who require 
nursing facility level of care that would be 
covered under a State's Medicaid program; 
who reside in the service area of the PACE 
program; and who meet such other eligibility 
conditions as may be imposed under the 
PACE program agreement. 

Eligiblity determinations would be made 
in accordance with the PACE program agree
ment, and for enrollees entitled to Medicaid, 
would be made by the state agency, respon
sible for administering PACE agreements. 
An eligible individual's health status would 
have to be comparable to the health status 
of persons who have participated in the 
PACE demonstration waivers. Information 
on health status and related indicators 
would be part of a uniform minimum data 
set collected by PACE providers. Persons 
would be reevaluated annually to determine 
if they continue to need nursing facility 
level of care, except for those cases where 
the state determines that there is no reason
able expectation of improvement or signifi
cant change in an individual's condition dur
ing the period because of advanced age, se
verity of chronic condition, or degree of im
pairment. A person could continue to be con
sidered a PACE eligible individual, even 
though that person no longer requires nurs
ing facility level of care, if in the absence of 
continued coverage under a PACE program 
the individual reasonably would be expected 
to meet the requirements within the suc
ceeding 6-month period. Enrollment and 
disenrollment in a PACE program would be 
done according to regulation and enrollees 
would be permitted to voluntarily disenroll 
without cause at any time. 

Under a PACE agreement, a provider would 
be required to provide to eligible persons, re
gardless of source of payment and directly or 
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under contracts with other entities, at a 
minimum, all items and services covered 
under Medicaid and Medicare. Services 
would be provided without any limitation or 
condition as to amount, duration, or scope 
and without application of deductibles, co
payments, conisurance, or other cost-sharing 
that would otherwise apply under Medicare 
or Medicaid. Providers would also have to 
provide all additional items and services 
specified in regulations, based on those re
quired under a PACE protocol. The PACE 
protocol would be defined as that published 
by On Lok, Inc., as of April 14, 1995. 

PACE providers would be required to pro
vide enrollees access to necessary covered 
items and services 24 hours per day, every 
day of the year. They would have to provide 
services through a comprehensive, multi
disciplinary health and social services deliv
ery system which integrates acute and long
term care services according to regulations. 
Providers would also have to specify the cov
ered items and services that would not be 
provided directly by the entity, and to ar
range for delivery of these services through 
contracts meeting the requirements of regu
lations. 

PACE providers would be required to have 
in effect, at a minimum, a written plan of 
quality assurance and improvement and pro
cedures implementing the plan as well as 
written safeguards of the rights of enrolled 
participants (including a patient bill of 
rights and procedures for grievances and ap
peals), in accordance with regulations. 

States would be required to make prospec
tive monthly capitation payments for each 
enrollee, in an amount specified in the PACE 
agreement. The amount would be required to 
be less than the amount that would have 
been made had the person not been enrolled 
in PACE and would be adjusted to take into 
account the comparative frailty of PACE en
rollees and such other factors as the Sec
retary determines to be appropriate. Pay
ments would be in addition to amounts re
ceived from Medicare for the dually eligible 
individual. 

The Secretary, in close cooperation with 
the State administering agency, would be re
quired to establish procedures for entering 
into, extending, and terminating PACE 
agreements with entities that meet Medicaid 
and Medicare statutory and regulatory re
quirements. The Secretary could not enter 
into more than 40 agreements (including 
those in effect as the result of demonstration 
waivers) as of the date of enactment, and 20 
additional agreements for each succeeding 
anniversary date (without regard to the ac
tual number of agreements in effect as of a 
previous anniversary date). This numeric 
limitation would not apply to a PACE pro
vider that is operating under the for-profit 
demonstration or that subsequently qualifies 
for PACE provider status. 

A PACE agreement would designate the 
service area of the program and could pro
vide additional requirements for individuals 
to qualify as eligible individuals. The Sec
retary (in consultation with the State ad
ministering agency) could exclude from des
ignation an area that is already covered 
under another PACE agreement, in order to 
avoid unnecessary duplication of service and 
impairing the financial and service viability 
of an existing program. The PACE agree
ment would be effective for a year, but could 
be extended for additional contract years in 
the absence of a notice to terminate and 
would be subject to termination by the Sec
retary and the State administering agency 
at any time for cause. PACE providers would 

be required to meet all applicable state and 
local laws and requirements and would have 
such additional terms and conditions as the 
parties agree to, consistent with the law and 
regulations. 

Under an agreement, PACE providers 
would be required to collect data; maintain 
and provide the Secretary and State admin
istering agency access to the records relat
ing to the program, including pertinent fi
nancial, medical and personnel records; and 
make reports to the Secretary and the state 
that are necessary to monitor the operation, 
cost, and effectiveness of the PACE program. 
During the trial period of the first 3 years of 
operation, a PACE provider would be re
quired to provide additional data the Sec
retary specifies in order to perform a com
prehensive annual review of its operation. 
After the trial period, the Secretary (in co
operation with the state) would continue to 
conduct a review of the operation of PACE 
providers as may be appropriate, taking into 
account the performance level of a provider 
and compliance with requirements of law 
and regulations. 

Under regulations, the Secretary or state 
could terminate an agreement for, among 
other reasons, significant deficiencies in the 
quality of care, failure to comply substan
tially with conditions for participation, or 
failure to develop and successfully initiate 
within 30 days of notice a plan to correct de
ficiencies. 

If the Secretary determines (after con
sultation with a state) that a provider is fail
ing substantially to comply with the require
ments for participation, the Secretary and 
state could take any or all of the following 
actions: (1) condition the continuation of the 
PACE program agreement upon timely exe
cution of a corrective action plan; (2) with
hold some or all further payments until the 
deficiencies have been corrected; (3) termi
nate the agreement. Under regulations, the 
Secretary could provide for the application 
of intermediate sanctions for certain defi
ciencies. Procedures for termination and 
sanctions of PACE programs would be the 
same as those that apply to managed care 
entities participating in Medicare. 

An application for PACE provider program 
status would be deemed approved unless the 
Secretary, within 90 days after the date of 
submission, either denies the request in writ
ing or informs the applicant in writing that 
additional information is needed. After the 
date the Secretary receives the additional 
information, the application would be 
deemed approved unless the Secretary, with
in 90 days, denies the request. 

The Secretary would be required to issue 
interim and final regulations to carry out 
Medicaid and Medicare statutory provisions 
on PACE. In issuing regulations, the Sec
retary would be required to incorporate the 
requirements applied to PACE demonstra
tion waiver programs under the PACE pro
tocol, to the extent they are consistent with 
this section. The Secretary (in close con
sultation with states) could modify or waive 
provisions of the PACE protocol in order to 
provide for reasonable flexibility in adapting 
the PACE service delivery model to the 
needs of particular organizations (such as 
those in rural areas or those that may wish 
to use nonstaff physicians) where flexibility 
is not inconsistent with and would not im
pair the essential elements, objectives, and 
requirements of the PACE program. The Sec
retary could also apply to PACE programs 
and providers Medicare and Medicaid re
quirements that apply to managed care 
plans, taking into account differences in 

populations served and not including re
quirements that restrict the proportion of 
enrollees eligible for Medicaid and Medicare. 

For purposes of carrying out a PACE pro
gram, certain Medicaid requirements would 
be waived, including those pertaining to 
statewideness, comparability of services 
among different population groups, freedom 
of choice of providers, and restrictions on re
ceiving prepaid capitation payments. States 
could provide for the post-eligibility treat
ment of income for PACE enrollees in the 
same manner a State treats post-eligibility 
income for persons receiving home and com
munity-based care waiver services. 

A PACE provider could enter into con
tracts with other governmental or non
governmental payers for the care of PACE 
program eligible persons who are not eligible 
for Medicare or Medicaid. 

The Secretary would be required to pro
mulgate regulations for PACE in a timely 
manner so that entities may establish and 
operate PACE programs under Medicare and 
Medicaid beginning not later than 1 year 
after enactment. 

During the transition from demonstr~tion 
waiver authority to permanent provider sta
tus, applications for waivers (subject to the 
numerical limitation) would be deemed ap
proved unless the Secretary, within 90 days 
after the date of submission, either denies 
the request in writing or informs the appli
cant in writing that additional information 
is needed. After the date the Secretary re
ceives the additional information, the appli
cation would be deemed approved unless the 
Secretary, within 90 days, denies the request. 

During the 3-year period beginning on the 
date of enactment, the Secretary would be 
required to give priority, in processing appli
cations of entities seeking to qualify as 
PACE programs under Medicare or Medicaid 
(1) first, to entities that are operating a 
PACE demonstration waiver program, (2) 
then, to entities that have applied to operate 
a program as of May 1, 1997. In awarding ad
ditional waivers under the original PACE 
demonstration authority, the Secretary 
would be required to give priority to any en
tities that have applied for a waiver as of 
May 1, 1997, and to any entity that, as of 
May 1, 1997, has formally contracted with a 
State to provide services on a capitation 
basis with an understanding that the entity 
was seeking to become a PACE provider. The 
Secretary would be required to give special 
consideration, in the processing of applica
tions for PACE provider status and for dem
onstration waivers, to entities which, as of 
May l, 1997, have indicated through formal 
activities (such as entering into contracts 
for feasibility studies) a specific intent to be
come a PACE provider. Repeal of waiver 
demonstration authority would not apply to 
waivers granted before the initial effective 
date of regulations. Repeals would apply to 
waivers granted before this date only after 
allowing organizations a transition period 
(of up to 24 months) in order to permit suffi
cient time for an orderly transition from 
demonstration project authority to general 
authority. 

The Secretary (in close consultation with 
States) would be required to conduct a study 
of the quality and cost of providing PACE 
program services under the Medicare and 
Medicaid programs. This study would be re
quired specifically to compare the costs, 
quality, and access to services offered by pri
vate for-profit entities operating under the 
new demonstration described above with the 
costs, quality, and access to services of other 
PACE providers. The Secretary would be re
quired to report to Congress on findings of 
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the study (including specific findings on pri
vate for-profit providers), together with rec
ommendations for changes, not later than 4 
years after enactment. The Medicare Pay
ment Evaluation Commission would be re
quired to include in its annual report to Con
gress recommendations on the methodology 
and level of payments made to PACE pro
viders and on the treatment of private for
profit PACE providers. 

Certain provisions applied ·to Medicare 
statute. 

Effective date. Enactment. 
SENATE AMENDMENT 

Similar provisions, except: 
(1) States would not be authorized to limit 

the number of persons enrolled in PACE pro
grams. 

(2) The PACE protocol would be defined to 
include not only that as published April 14, 
1995, but also any successor protocol agreed 
upon between the Secretary and On Lok, Inc. 

(3) A provision clarifies that the evaluation 
of a person's health status for purposes of 
eligibility would be determined by the Sec
retary and State administering agency in ac
cordance with regulations, rather than sim
ply according to regulations. 

(4) PACE programs could not disenroll in
dividuals on the ground that they have en
gaged in noncompliant behavior, if the be
havior is related to a mental or physical con
dition. 

(5) PACE providers, the Secretary, and the 
State administering agency would be re
quired to cooperate jointly in the develop
ment and implementation of health status 
and quality of life outcome measures for 
PACE enrollees.. 

(6) A provision clarifies language about 
termination and plans to correct defi
ciencies. 

(7) The Secretary could not modify or 
waive certain enumerated provisions of the 
PACE protocol (rather than defining these 
same provisions as essential elements, objec
tives, and requirements of the PACE pro
grams). 

(8) States would not have the option of 
continuing to operate a PACE demonstration 
program under demonstration waiver au
thority rather than the new optional benefit 
authority. 

(9) The Physician Payment Review Com
mission and the Prospective Payment Re
view Commission would be required to report 
on PACE until they are terminated and re
placed with the Medicare Payment Advisory 
Commission. 

Similar provisions included in Medicare 
law. 

Effective date. Enactment. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment with clarifying language 
and amendments. The amendments would (1) 
allow States to limit the number of persons 
who could be enrolled in PACE programs; (2) 
allow PACE programs to disenroll individ
uals for nonpayment of premiums (if applica
ble) on a timely basis or for engaging in dis
ruptive or threatening behavior as defined in 
regulations (developed in close consultation 
with State administering agencies); (3) re
quire that a proposed disenrollment be sub
ject to timely review and final determina
tion by the Secretary or by the State admin
istering agency (as applicable), prior to the 
proposed disenrollment becoming effective; 
(4) allow the Secretary to include in regula
tions provisions to ensure the health and 
safety of individuals enrolled in PACE pro
grams; (5) allow the Secretary to waive, in 

addition to specified provisions of Medicaid 
law, any other requirements that the Sec
retary determines are inapplicable to car
rying out PACE programs; and (6) allow 
States to continue to operate PACE waiver 
programs under the waiver authority for 3 
years after the date that waivers would oth
erwise expire, but only so long as programs 
continue to operate under the wavier's term 
and conditions. 

Chapter &-Benefits 
ELIMINATION OF REQUIREMENTS TO PAY FOR 

PRIVATE INSURANCE 
Section 3441 of House bill and Section 5751 of 

Senate amendment 
CURRENT LAW 

Under Section 1906 of the Social Security 
Act, states are required to identify cases in 
which it would be cost-effective to enroll a 
Medicaid-eligible individual in a private in
surance plan and, as a condition of eligi
bility, require the individual to enroll in the 
plan. 

HOUSE BILL 
Eliminates identification and enrollment 

requirements. States would have the option 
of identifying cases and purchasing private 
insurance for Medicaid-eligible individuals. 

Effective on date of enactment. 
SENATE AMENDMENT 

Repeals Section 1906, and adds payment en
rollee costs of health insurance as an op
tional Medicaid service. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill effective on enactment. 
PHYSICIAN QUALIFICATION REQUIREMENTS 

Section 3443 of House bill and Section 5753 of 
Senate amendment 

CURRENT LAW 
Medicaid law established special minimum 

qualifications for a physician who furnishes 
services to a child under age 21 or to a preg
nant woman. 

HOUSE BILL 
Repeals the current law provision. 
Applies to services furnished on or after 

the date of enactment. 
SENATE AMENDMENT 

Identical provision. 
CONFERENCE AGREEMENT 

The conference agreement includes provi
sions that are identical in the House bill and 
the Senate amendment. 
ELIMINATION OF REQUIREMENT OF PRIOR INSTI

TUTIONALIZATION WITH RESPECT TO HABILI
TATION SERVICES FURNISHED UNDER A WAIV
ER FOR HOME OR COMMUNITY-BASED SERV
ICES 

Section 3444 of House bill 
CURRENT LAW 

States may obtain waivers to provide a 
broad range of home and community-based 
services, including habilitation services, to 
persons who otherwise would require institu
tional care. Habilitation services, however, 
may be provided only to an individual who 
has been discharged from a nursing facility 
or an intermediate care facility for the men
tally retarded. 

HOUSE BILL 
Repeals the prior institutionalization re

quirement that applies to habilitation serv
ices offered under home and community
based waiver programs. 

Applies to services furnished on or after 
October l, 1997. 

SENATE AMENDMENT 
No provision. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House provision. The conferees support and 
encourage efforts enable individuals to re
main in their homes and communities. 

STUDY AND REPORT ON EPSDT BENEFI'l' 
Section 3446 of House bill and Section 5757 of 

Senate amendment 
CURRENT LAW 

States are required to provide early and 
periodic screening, diagnostic, and treat
ment services (EPSDT) to Medicaid bene
ficiaries under age 21. Such services include 
screening, vision, dental, and hearing serv
ices. A state is required to provide other nec
essary health care services to correct or 
ameliorate defects and conditions discovered 
by the screening services, whether or not the 
services are covered under the state's Med
icaid plan. 

HOUSE BILL 
Requires the Secretary to provide for a 

study on the actuarial value of EPSDT serv
ices. The study must include an examination 
of the value attributable to the non-screen
ing portions of EPDST services. A report on 
the results of the study would be due to Con
gress not later than 18 months after the date 
of enactment. 

SENATE AMENDMENT 
In consultation with Governors, directors 

of state Medicaid and state maternal and 
child health programs, the Institute of Medi
cine, the American Academy of Pediatrics, 
and representatives of Medicaid bene
ficiaries, the Secretary would be required to 
conduct a study of EPSDT services. A report 
on the results of the study would be due to 
Congress not later than 12 months after the 
date of enactment. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

Senate amendment with modifications. The 
Secretary would consult with Governors, di
rectors of state Medicaid programs, the 
American Academy of Actuaries, and rep
resentatives of appropriate provider and ben
eficiary organizations. The study would in
clude examination of the actuarial value of 
the provision of EPSDT services and an ex
amination of the actuarial value attrib
utable to the non-screening portions of 
EPSDT services. 

Chapter 6-Administration and 
Miscellaneous 

ELIMINATION OF DUPLICATIVE INSPECTION OF 
CARE REQUIREMENTS FOR ICFS/MR AND 
MENTAL HOSPITALS 

Section 3451 of House bill 
CURRENT LAW 

States that provide services in mental hos
pitals and in intermediate care facilities for 
the mentally retarded (ICF/MR) must pro
vide for periodic inspections of care for each 
Medicaid beneficiary who receives services in 
the institution. Inspections of care have been 
conducted to assure that persons are receiv
ing the appropriate level of care of adequate 
quality. The Department of Health and 
Human Services has established a new sur
vey outcome-oriented process for mental 
hospitals and ICFs/MR. 

HOUSE BILL 
Eliminates Inspection of Care reviews in 

mental hospitals and ICFs/MR. Survey and 
certification reviews for the facilities would 
remain in place. 

Effective on date of enactment. 
SENATE AMENDMENT 

No provision. 
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CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
ALTERNATIVE SANCTIONS FOR NONCOMPLIANT 

ICFs/MR 
Section 3452 of House bill 

CURRENT LAW 
ICFs/MR must meet certain requirements 

and standards for safety and for the proper 
provision of care. If a state finds that a facil
ity is out of compliance with the require
ments, the facility 's participation in Med
icaid can be terminated, or the state can 
withhold payment for new admissions to the 
facility until the deficiencies have been cor
rected. States have limited sanctions avail
able for use for ICFs/MR that are found to 
have deficiencies that do not jeopardize the 
health and safety of patients. 

HOUSE BILL 
Allows states to establish alternative rem

edies that are demonstrated to be effective 
in deterring noncompliance with correcting 
deficiencies. 

Effective on date of enactment. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

MODIFICATION OF MMIS REQUIREMENTS 
Section 3453 of House bill 

CURRENT LAW 
Beginning October l, 1986 states have been 

required to maintain mechanized claims 
processing and information retrieval systems 
better known as Medicaid Management In
formation Systems (MMIS). Failure to meet 
the 1986 deadline resulted in reduced federal 
Medicaid funds. An MMIS is reviewed at 
least once every three years by the Health 
Care Financing Administration of the De
partment of Health and Human Services. 
Failure to pass a systems performance re
view could result in reduction of the usual 
75% federal Medicaid match rate for oper
ation of an approved MMIS. 

HOUSE BILL 
Deletes the statutory language that re

lates to 1980s requirements for MMIS, and re
quires each state to operate a system that is 
adequate to provide efficient, economical, 
and effective administration, and is compat
ible with the claims processing and informa
tion retrieval systems that are used to ad
minister the Medicare program. In addition, 
for claims filed on or after January 1, 1999, 
requires each state's system to electroni
cally transmit data to the Secretary in a 
specific format. 

Effective January 1, 1998. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 
FACILITATING IMPOSITION OF STATE ALTER

NATIVE REMEDIES ON NONCOMPLIANT NURS
ING FACILITIES 

Section 3454 of House bill 
CURRENT LAW 

States have available a range of sanctions 
they may take against nursing facilities 
found to be out of compliance with the re
quirements ·for participation in Medicaid. 
These include termination of participation 
in the program, denial of payment for new 
admissions, civil money penalties, appoint-

ment of temporary management; and author
ity to close the facility or transfer residents. 
For facilities that are not terminated and 
that are taking steps to eliminate defi
ciencies according to an approved plan of 
correction, the Secretary of HHS is author
ized to continue federal Medicaid matching 
payments to the State for no longer than 6 
months. States, however, are required to 
repay to the federal government any pay- · 
ments made to facilities that fail to take 
corrective action according to the approved 
plan and timetable. 

HOUSE BILL 
Eliminates the requirement for States to 

repay federal funds for failure of a facility to 
correct deficiencies according to an approved 
plan of correction. 

Effective on date of enactment. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 

REMOVAL OF NAME FROM NURSE AIDE 
REGISTRY 

Section 5767 of Senate amendment 
CURRENT LAW 

If a State finds that a nurse aide has ne
glected or abused a nursing facility resident 
or misappropriated property of the resident, 
then the State must have such information 
included in the State's nurse aide registry. 

HOUSE BILL 
No provision. 

SENATE AMENDMENT 
Requires States, in the case of a finding of 

neglect of a nursing facility resident, to es
tablish a procedure to permit a nurse aide to 
petition the State to have his or her name 
removed from the registry if the State deter
mines that the employment and personal 
history of tne nurse aide does not reflect a 
pattern of abusive behavior or neglect and 
the original finding of neglect was a singular 
occurrence. Names would have to be on the 
registry for at least 1 year before they could 
be removed. Individuals could petition for a 
review of a state finding made after January 
1, 1995. The Secretary would be required to 
conduct a study, and to report to Congress 
within 2 years of enactment, on (1) the use of 
nurse aide registries by states, (2) the extent 
to which institutional environmental factors 
contribute to cases of abuse and neglect, and 
(3) whether alternatives to existing sanc
tions for abuse and neglect might be more ef
fective in minimizing future cases of abuse. 

Effective on October 1, 1997. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
Senate amendment. 

MEDICALLY ACCEPTED INDICATION 
Section 3455 of House bill 

CURRENT LAW 
Each state is required to provide for a drug 

use review (DUR) program to assure that 
covered outpatient drugs are appropriate, 
medically necessary, and are not likely to 
result in adverse medical results. Under the 
DUR program, data on drug use are to be as
sessed against predetermined standards con
sistent with compendia specified in the law. 

HOUSE BILL 
Adds the DRUGDEX Information System 

to specified compendia for assessing data on 
drug use. 

Effective on date of enactment. 
SENATE AMENDMENT 

No provision. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill. 
CONTINUATION OF STATE-WIDE SECTION 1115 

MEDICAID WAIVERS 
Section 3456 of House bill and Section 5769 of 

Senate amendment 
CURRENT LAW 

Under Section 1115 of the Social Security 
Act, a state may obtain waivers of compli
ance with a broad range of Medicaid require
ments in order to conduct an experimental, 
pilot, or demonstration project that is likely 
to promote the objectives of Medicaid. In the 
absence of established conditions for these 
projects, each request receives individual 
consideration from the Department of 
Health and Human Services. Some states are 
using the waiver authority to operate com
prehensive statewide demonstration 
projects. Typically, a waiver is approved for 
5 years. States have objected to the waiver 
process as unnecessarily complex and 
lengthy. 

HOUSE BILL 
Amends Section 1115 of the Act to provide 

for a simplified renewal or extension process. 
Within a year before the expiration date of a 
waiver project, the chief executive officer of 
a state could submit a written request to the 
Secretary of HHS to extend the project for 
up to 3 years. If the Secretary did not re
spond to the request within 6 months, the re
quest would be deemed to have been granted. 
Extends the deadline for a final report on the 
project until 1 year after the waivers would 
originally have expired, and the Secretary's 
evaluation of the project up to 1 year after 
the final report. The project extension would 
be on the same terms and conditions that ap
plied to the project before the extension. If 
budget neutrality was an original condition 
of approval of a waiver project, the Sec
retary would be required to assure that such 
condition was met in the extension of the 
project. In so doing, the Secretary must take 
into account the Secretary's best estimate of 
rates of change in expenditures at the time 
of the extension. 

Provision shall apply to demonstration 
projects initially approved before, on, or 
after the date of enactment. 

SENATE AMENDMENT 
Similar to House provision, except: 
Gives states the option· of requesting a 

waiver project be extended for up to 2 years. 
Extension would be available to projects 
that: (1) have been successfully operated for 
5 or more years and (2) have been shown, 
through independent HCF A-sponsored eval
uations, to successfully contain costs and 
provide access to health care. A state with a 
waiver project meeting the above require
ments and an independent HCFA-sponsored 
evaluation that shows the state's Medicaid 
managed care waiver program is more cost 
effective than the fee-for-service program 
may expand Medicaid coverage to individ
uals with incomes up to the Federal poverty 
level and be deemed budget neutral. 

The permanent continuation of a waiver 
project shall be on the same terms and con
ditions, including financing, and subject to 
the same set of waivers. No test of budget 
neutrality shall apply to waiver projects 
meeting the above requirements after the 
date on which the permanent extension was 
granted. 

Provision will be effective on the date of 
enactment. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House bill modified to require that the chief 
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executive officer of a state submit a written 
extension request to the Secretary of HHS 
during the 6-month period ending a year be
fore the expiration date of a waiver project. 
COMMUNITY-BASED MENTAL HEALTH SERVICES 

Section 5763 of Senate amendment 
CURRENT LAW 

All states are required to provide some 
services and are permitted to provide others. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Adds community-based mental health serv
ices as an optional service states may pro
vide. Community-based mental health serv
ices would include outpatient and intensive 
community-based mental health services, in
cluding psychiatric rehabilitation, day treat
ment, intensive in-home treatment, thera
peutic out-of-home placements (excluding 
room and board), clinic services, partial hos
pitalization, and targeted case management. 

CONFERENCE AGREEMENT 

The conference agreement does not include 
Senate amendment. 

EXTENSION OF MORATORIUM 

Section 3458 of House bill and Section 5000A 
of Senate amendment 

CURRENT LAW 

Medicaid payment for services provided by 
an institution for mental disease (IMD) may 
be made only for beneficiaries who are under 
age 21 or over 65. IMD means a hospital , 
nursing facility, or other institution of more 
than 16 beds, that ls primarily engaged in 
providing diagnosis, treatment, or care of 
persons with mental diseases, including med
ical attention, nursing care, and related 
services. For two facilities in Michigan
Kent Community Hospital Complex and 
Saginaw Community Hospital-previous leg
islation has imposed a moratorium on deter
mination of the facilities as IMDs. 

HOUSE BILL 

For purposes of Medicaid reimbursement, 
exempts the two facilities from classifica
tion as IMDs through December 31, 2002. 

SENATE AMENDMENT 

Similar provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House bill. 
Extension of effective date for state law amend

ment 
The conference agreement provides that in 

the case of a state that must pass state legis
lation to meet the requirements of these 
amendments, the state will not be out of 
compliance solely on the basis of failure to 
meet these additional requirements before 
the first day of the first calendar quarter be
ginning after the close of the first regular 
session of the state legislature that begins 
after enactment. In the case of a state that 
has a 2-year legislative session, each year of 
the session is considered to be a separate 
regular session of the state legislature. 

(1) STATE CHILDREN' S HEALTH INSURANCE 

PROGRAM 

Subtitle F Section 3502 of House bill, 
Subtitle J Section 5801 of Senate amendment 
(a) Purpose; State child health plans 

CURRENT LAW 

No provision. 
HOUSE BILL 

Establishes the Child Health Assistance 
Program (CHAP) under new Title XXI of the 

Social Security Act to provide federal 
matching funds, beginning in 1998, to States 
to enable them to implement plans to ini
tiate and expand the provision of child 
health care assistance to targeted uninsured, 
low-income children. 

States would be able to use CHAP funds 
for: (1) providing Medicaid benefits to unin
sured children, (2) obtaining coverage under 
group or individual health plans, (3) directly 
purchasing services from providers, or ( 4) 
other methods to increase access to health 
coverage for children. States would also be 
able to choose to use some or all of their 
CHAP allotments for an enhanced federal 
Medicaid matching rate for expanding Med-

. icaid to targeted, uninsured low income chil
dren. States exercising this option would 
have their allotment under this section re
duced by such amounts. 

States would be eligible for payment once 
the state has submitted to the Secretary and 
received approval of a plan that sets forth 
how the state intends to use the child health 
assistance funds. States would be permitted 
to use CHAP funds for non-coverage purposes 
(defined as administration, outreach, and 
services), but the total of such expenditures 
would be limited to not more than 10 percent 
of the matched allotment in any quarter. 

SENATE AMENDMENT 

Establishes the Child Health Insurance Ini
tiatives under new Title XXI of the Social 
Security Act to provide eligible states with 
federal matching funds for 1998 through 2007 
to increase access to health insurance for 
low-income children. 

To access the funds, states would be re
quired to phase-in Medicaid coverage for 
children under poverty who are under age 17 
by 1998 and the remaining children under age 
19 by 2000 and to submit to the Secretary and 
receive approval for a program outline that 
sets forth how the State intends to use Child 
Health Insurance Initiative funds. Partici
pating states would choose to receive their 
allotted funds either: (1) through Medicaid, 
or (2) for the purchase of FEHBP equivalent 
insurance coverage. States would be required 
to use 1 % of their basic allotment for Med
icaid outreach and public awareness cam
paigns to encourage employers to provide 
health insurance for children. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provisions with the following modi
fications. The SCHIP program is authorized 
through FY 2007. States would be able to use 
SCHIP funds for obtaining health benefit 
coverage, expanding Medicaid coverage, pro
viding needed health care services, or 
through a combination of the three to the 
extent permitted by this title. 
(b) Funding levels 

CURRENT LAW 

No provision. 
HOUSE BILL 

Authorizes and appropriates $2.8 billion for 
each of the fiscal years 1998 through 2002 for 
the State Child Health Assistance Program. 

Creates an entitlement to states for 
amounts in accordance with the provisions 
of Title XXI. 

SENATE AMENDMENT 

Authorizes and appropriates $2.5 billion in 
1998, $3.2 billion in 1999, $3.2 billion in 2000, 
$3.6 billion in 2001, $3.5 billion in 2002, and for 
each of the fiscal years 2003 through 2007, 
$4.58 billion and would be available without 
fiscal year limitation. Provisions in the tax 
bill would add an additional $8 billion to the 
Child Health Insurance Initiatives for 1998 
through 2002. 

Creates an entitlement to states for 
amounts in accordance with the provisions 
of Title XXI. 

CONFERENCE AGREEMENT 

Authorizes and appropriates $5.0 billion for 
each of fiscal years 1998 through 2001, $4.0 bil
lion for each of fiscal years 2002 through 2004, 
$5.0 billion for each of fiscal years 2005 
through 2006, and $6.0 billion for fiscal year 
2007 for the State Child Health Assistance 
Program. 

Creates an entitlement to states for 
amounts in accordance with the provisions 
of Title XXI. 
(c) Eligibility 

CURRENT LAW 

States choosing to participate in the Med
icaid program are required to cover children 
in families who would have qualified to re
ceive AFDC under the program rules in ef
fect on August 22, 1996; children under age 6 
in families with income below 133% of the 
federal poverty level; and children under age 
14 in families with income below 100% of the 
federal poverty level. Coverage for children 
between the ages of 14 and 18 and in families 
with income below 100% of the federal pov
erty level is being phased-in through 2002. 
States also have the option to cover other 
categories of low-income children under 
Medicaid and many have done so. 

HOUSE BILL 

Defines targeted low income children as 
those whose family income exceeds the Med
icaid applicable levels including those chil
dren being phased-in under OBRA 1990 provi
sions but whose family income does not ex
ceed an income level that is 75 percentage 
points higher than the Medicaid applicable 
income level, or if higher, 133 percent of the 
poverty line for the size of the family in
volved. The poverty line is defined as that 
used in section 673(2) of the Community 
Services Block Grant Act. 

Eligibility standards could include geog
raphy, age, income and resources, residency, 
disability status, and others as specified. The 
eligibility standards could not, within any 
defined class or group of covered targeted 
low-income children, cover children with 
higher family incomes without covering chil
dren with lower family incomes. They also 
could not deny eligibility to a child based on 
a preexisting medical condition (defined as a 
limitation or exclusion of 'benefits relating 
to a condition based on the fact that the con
dition was present before the date of enroll
ment, whether or not any medical advice, di
agnosis, care, or treatment was rec
ommended or received before such date.) 

Title XXI would not establish an entitle
ment for benefits for any individual under a 
State child health plan. 

SENATE AMENDMENT 

Defines low income children as those in 
families whose income is below 200 percent 
for the poverty line for a family of the size 
involved. The poverty line is defined as that 
use in section 673(2) of the Community Serv
ices Block Grant Act. 

The option allowing states to purchase and 
provide FEHBP-equivalent coverage under 
new or existing state programs, would not 
create an individual entitlement and nothing 
in this section would prevent a state from 
adjusting the eligibility criteria or the pro
gram in any way necessary to ensure that 
funds under this section are sufficient to 
cover the costs of the program. 

CONFERENCE AGREEMENT 

Defines targeted low-income children as 
those who (1) meet the eligibility standards 
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as determined by the state, (2) reside in fam
ilies with income below 200% of the federal 
poverty level (defined as that in use in sec
tion 673(2) of the Community Services Block 
Grant Act) or, in states with Medicaid appli
cable income levels at, above, or less than 50 
percentage points below 200% of poverty on 
the date of enactment, below the Medicaid 
applicable income level increased by no more 
than 50 percentage points, and (3) are not eli
gible for Medicaid or covered under a group 
health plan or other health insurance as de
fined in section 2791 of the Public Health 
Service Act. Children who are inmates of a 
public institution, patients in institutions 
for mental disease, or eligible for health ben
efits under a state plan on the basis of a fam
lly member's employment with the state are 
not considered targeted low-income children. 
Targeted low-income children may include 
children covered under a health insurance 
program which has been in operation since 
before July 2, 1997, and which receives no 
Federal funds. 

Eligibility standards could include geog
raphy, age, income and resources (including 
standards for spending down income and dis
position of resources), residency, disability 
status, access to other health insurance and 
duration of eligibility. The eligibility stand
ards could not, within any defined class or 
group of covered targeted low-income chil
dren, cover children with higher family in
comes before covering children with lower 
family incomes. They also could not deny 
eligibility to a child based on a preexisting 
medical condition (defined as a limitation or 
exclusion of benefits relating to a condition 
based on the fact that the condition was 
present before the date of enrollment, wheth
er or not any medical advice, diagnosis, care, 
or treatment was recommended or received 
before such date.) 

Title XXI would not establish an entitle
ment for benefits for any individual under a 
State child health plan (children enrolled 
through the State plan into Medicaid would 
be entitled to Medicaid coverage). 
(d) Benefits 

CURRENT LAW 

No provision. 
HOUSE BILL 

The child health assistance provided under 
the plan would be required to include at 
least the following items and services: inpa
tient and outpatient hospital care, physician 
services, laboratory and x-ray, well-baby and 
well child care including immunizations un
less the care is provided under a group 
health plan. If the care is provided under a 
group health plan, then the benefits under 
the plan could be no less for CHAP bene
ficiaries than the benefits provided for other 
individuals covered by that plan. 

A plan could not permit the imposition of 
any preexisting medical condition exclusion 
for covered benefits. If the plan provided for 
benefits through a group health plan or 
group insurance, preexisting condition exclu
sions could be imposed only to the extent 
that such exclusions are permitted under the 
Health Insurance Portability and Account
ability Act (P.L. 104-191). States would be re
quired to assure access to specialty care as 
required by eligible children who have chron
ic or life-threatening conditions. 

SENATE AMENDMENT 

States opting to use Medicaid would be re
quired to follow Medicaid coverage rules. 
States providing coverage through new or 
existing state programs would be required to 
provide a FEHB-equivalent children's health 
insurance coverage. FEHB equivalent chil-

dren 's health insurance coverage would be 
defined as any plan or arrangement that pro
vides or pays the cost of health benefits that 
the Secretary has certified is equivalent to 
or better than the services covered for a 
child, including hearing and vision services 
that are covered under the standard Blue 
Cross/Blue Shield preferred provider option 
under the Federal Employees Health Bene
fits Plan. 

CONFERENCE AGREEMENT 

The conference agreement includes provi
sions defining four options for minimum ben
efits for states choosing to provide child 
health assistance coverage under Title XXI 
instead of under the Medicaid program. The 
options include (1) coverage of benefits that 
are equivalent to those provided in a bench
mark benefit package, (2) coverage of bene
fits that are the same actuarial value, as cer
tified in an actuarial memorandum, as one of 
the benchmark benefit packages, (3) cov
erage of comprehensive benefits provided by 
an existing child health program, or (4) any 
other health benefits plan that the Secretary 
determines, upon application by a State, pro
vides appropriate coverage for the targeted 
population of low-income children. 

A state choosing to provide benefits with 
the same actuarial value as a benchmark 
plan under option (2) must provide for at 
least the benefits in the basic benefits cat
egory plus at least 75% of the actuarial value 
of coverage under the benchmark plan for 
each of the benefits in the additional service 
category. The basic benefits category in
cludes inpatient and outpatient hospital 
services, physicians' surgical and medical 
services, lab and x-ray services and well-baby 
and well-child care, including age-appro
priate immunizations. The additional serv
ices category includes prescription drugs, 
mental health services, vision services, and 
hearing services. Existing state programs 
under option (3) are defined as those child 
health programs that were in effect on the 
date of enactment, are administered or over
seen by the state and received state funds, 
and are located in Florida, New York, or 
Pennsylvania. Nothing .in this section is in
tended to prevent SCRIP plans from pro
viding coverage for benefits that are not in 
the basic or additional service categories. 

A benchmark benefit package would be one 
of the following three plans: (1) the standard 
Blue Cross/Blue Shield preferred provider op
tion service benefit plan offered under the 
Federal Employees Health Benefits Plan, (2) 
the health coverage that is offered and gen
erally available to state employees in the 
state involved, (3) the health coverage that 
is offered by an HMO (as defined in section 
2791(b)(3) of the Public Health Service Act) 
and has the largest commercial (non-Med
icaid) enrollment of such coverage offered by 
such an organization in the state involved. 

Actuarial memorandums must (a) be ren
dered by an individual who is a member of 
the American Academy of Actuaries, (b) use 
generally accepted actuarial principles, and 
methodologies, (c) use a single standardized 
set of utilization and price factors, (d) use a 
standardized population consisting of chil
dren of the age to be covered under the State 
child health plan, (e) apply the same prin
ciples and factors in comparing the value of 
different coverage, and (f) not take into ac
count any differences in coverage based on 
the method of delivery, or means of cost con
trol , or utilization used. Coverage of items or 
services for which payment is prohibited in 
the benchmark benefits packages should not 
be considered in determining equivalent cov
erage or actuarial equivalent coverage. 

The c0nference agreement includes the 
House provisions restricting the imposition 
of preexisting conditions. Coverage under 
title XXI must comply with the require
ments of the Health Insurance Portability 
Act of 1996 and shall be treated as creditable 
coverage for purposes of part 7 of subtitle B 
of title II of the Employee Retirement In
come Security Act. Nothing in this title 
shall be construed as affecting or modifying 
section 514 of the Employee Retirement In
come Security Act of 1974. 

The Conferees -qrge the states to provide 
for prompt placement of high risk infants 
into neonatal specialty service facilities be
cause of the critical connection between ap
propriate and timely care and healthy child
hoods, lower infant mortality, and reduced 
long-term care needs. The Conferees also en
courage the states, in making dental cov
erage and service provision decisions, to rec
ognize the importance of oral health for chil
dren and the role that regular preventive and 
restorative dental care plays in addressing 
pediatric dental and oral diseases. Finally, 
the Conferees encourage the states to pro
vide for such means as considered appro
priate to assure access to quality specialty 
care for children with chronic illnesses. 
( e) Cost sharing 

CURRENT LAW 

State Medicaid programs may impose a 
monthly enrollment fee or premium charge· 
for certain non-mandatory recipients that is 
related to the individuals ' income in compli
ance with the standards prescribed by the 
Secretary. If a state chooses to impose 
monthly enrollment fees, the fees charged to 
pregnant women and infants cannot exceed 
10% of the amount by which the family in
come (less expenses for the care of a depend
ent child) of an individual exceeds 150% of 
poverty. Medicaid programs may include 
premiums of no more than 3% of a family's 
average gross monthly earnings for certain 
families with income over poverty who are 
receiving transitional Medicaid benefits in a 
6-month extension period. 

For most Medicaid beneficiaries, no 
deductibles cost sharing or similar charges 
may be imposed. No such charges may be im
posed for services that relate to pregnancy 
or a medical condition which may com
plicate pregnancy, or for emergency services, 
family planning services and supplies. For 
the remaining beneficiaries and services 
such charges may not be imposed unless they 
are "nominal in amount" as defined by the 
Secretary. 

HOUSE BILL 

Allows child health assistance plans to 
vary premiums, deductibles, coinsurance and 
other cost-sharing based on family income of 
the targeted low-income children only in a 
manner that did not favor children from 
higher-income families over those from 
lower incomes. Cost sharing would not be al
lowed for preventive services or benefits. 

SENATE AMENDMENT 

States opting to use Medicaid would be re
quired to follow Medicaid cost sharing rules. 
States choosing to use a new or existing pro
gram to provide coverage would be allowed 
to impose any family premium or cost shar
ing requirement otherwise permitted under 
Title XXI for children in families with in
come above 150% of poverty. For children in 
families with income below 150% of poverty, 
cost sharing rules under the Medicaid pro
gram would apply. 

CONFERENCE AGREEMENT 

The conference agreement would require 
that state child health plans include descrip
tions of the amount, if any, of premiums, 
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deductibles, coinsurance, and other cost 
sharing imposed. Any cost sharing imposed 
must be pursuant to a public schedule. The 
agreement would allow child health assist
ance plans to impose premiums, deductibles, 
coinsurance and other cost-sharing based on 
family income only in a manner that did not 
favor children from higher-income families 
over those from families with lower incomes. 
Cost sharing would not be allowed for pre
ventive services or benefits. 

For targeted low-income children in fami
lies with income below 150% of the poverty 
line, premiums may be imposed only insofar 
as they do not exceed those maximum 
monthly charges permitted under Medicaid 
for medically-needy individuals. Other cost 
sharing for such children may not exceed 
" nominal" amounts, as determined con
sistent with Medicaid regulations, with ad
justments determined as appropriate by the 
Secretary. For targeted low-income children 
in families with income above 150% of the 
ppverty line, premiums, deductibles, cost 
sharing or similar charges may be imposed 
on a sliding scale related to income only in
sofar as the total annual cost sharing for all 
targeted low-income children in a family 
does not exceed 5% of such family 's income. 

Cost sharing rules for coverage provided 
under Title XXI would not impact Medicaid 
cost sharing rules for any targeted low-in
come children covered under the Medicaid 
program. 
(f) Allotments 

CURRENT LAW 

No provision. 
HOUSE BILL 

For each of 1998 through 2002, a total allot
ment of $2.83 billion, and for succeeding fis
cal years, $2.85 billion would be available for 

. the State Child Health Assistance Program. 
The funds would be allotted to states based 
on the number of uncovered children in fami
lies with income below 300% of poverty dur
ing a base period in a state and the relative 
cost of health care services in that state 
with a floor of $2 million. The base would be 
determined by taking the state 's average 
number of uninsured children for the years 
1993 through 1995 as reported in the March 
1994, March 1995, and March 1996 supplements 
to the Current Population Surveys of the Bu
reau of the Census. The Secretary would be 
required to allot .5% of the total amount of 
funds to the territories, in a manner speci
fied by the provision. 

A state's allotment under this section 
would be reduced by the amount of payments 
made to the state for presumptive eligibility 
for children under the Medicaid program. 

In the case of a state electing the increased 
Medicaid matching option, the amount of 
the state allotment would be reduced by the 
amount of the state 's additional federal Med
icaid payment. States would have 3 years to 
spend their allotments. 

SENATE AMENDMEN'l' 

To determine the amounts available for 
distribution among states, the following 
amounts would be subtracted from the total 
amounts authorized: the cost of (1) the state 
option providing 12 months of continuous 
Medicaid eligibility, (2) increased participa
tion in the Medicaid program resulting from 
new outreach activities, and (3) the acceler
ated phase-in of children under age 19 in fam
ilies with income under poverty. 

The remaining child health initiative 
funds would be divided into two pools: a 
basic allotment pool and a new coverage in
centive pool. In 1998, the basic allotment 
pool would be comprised of 85% of funds re-

maining and the new coverage incentive pool 
would be 15%. For years thereafter, the Sec
retary would make annual adjustments to 
the size of the two pools in order to provide 
sufficient basic allotments and new coverage 
incentives. 

A set aside of .25% of the basic allotment 
pool would be established for the territories. 
The rest of the basic allotment pool would be 
allotted to each state based on the average 
percentage of all children in families with. 
income below 200% of poverty that reside in 
the state during the three fiscal years begin
ning on October 1, 1992 (as reported in the 
Current Population Surveys of March 1994, 
1995 and 1996). Amounts allotted to a state 
would be available to the state for a period 
of three years beginning with the fiscal year 
for which the allotment was made. 

States would be eligible for bonus pay
ments for the number of low income children 
covered under either Medicaid or other 
state-run health insurance programs who are 
not in a required Medicaid coverage group 
during 1996 in an amount equal to 5% of the 
cost of providing health insurance coverage. 
This 5% bonus would come from the state's 
basic allotment pool. Performance bonus 
payments in an amount of 10% of the cost of 
providing heal th insurance coverage for 
newly covered children in excess of those 
covered in 1996 would also be available with 
funds coming from the new coverage incen
tive pool. 

States would receive 1 % of their allotted 
funds prior to the beginning of the fiscal 
year for the purpose of conducting outreach 
activities. During the year, the state would 
receive quarterly payments in an amount 
equal to the Federal Medicaid medical as
sistance percentage of the cost of providing 
health insurance coverage for an eligible 
low-income child and any applicable bonuses 
based on estimates by the states. The Sec
retary could increase or reduce payments as 
necessary to adjust for any overpayment or 
underpayment for prior quarters. 

CONFERENCE AGREEMENT 

The conference agreement authorizes for 
the State Children 's Health Insurance Pro
gram for each of fiscal year 1998 through 
2001, a total allotment of $4.275 billion; for 
FY 2003 and 2004, $3.15 billion; for FY 2005 and 
2006, $4.05 billion; and for FY 2007, $5.0 bil
lion. Before distribution among the states 
and the District of Columbia, total amounts 
authorized for child health assistance would 
be reduced by .25% for allotments for the 
commonwealths and territories to be distrib
uted in the following manner; Puerto Rico 
would receive 91.6%, Guam, 3.5%, Virgin Is
lands, 2.6%, American Samoa, 1.2%, and 
Northern Mariana Islands, 1.1 %. After being 
reduced by the allotments to territories, 
funds would be allotted to states and the 
District of Columbia based on the product of 
the number of low-income uncovered chil
dren for the state for the fiscal year and the 
state cost factor. The number of low-income 
uncovered children in families would, for 
each of fiscal year 1998 through 2000, be equal 
to the 3-year average of uninsured children 
in families with income below 200% of pov
erty as estimated using the three most re
cent supplements to the March Current Pop
ulation Surveys of the Bureau of the Census. 
For fiscal year 2001, low-income uncovered 
children would be equal to 75% of the 3-year 
average of the number of low-income chil
dren in the state for the fiscal year with no 
health insurance coverage plus 25% of the 
number of low-income children in the State. 
For years thereafter, low-income uncovered 
children would be equal to 50% of the 3-year 

average of the number of low-income chil
dren in the state for the fiscal year with no 
health insurance coverage plus 50% of the 
number of low-income children in the state. 
The state cost factor for a fiscal year would 
be equal to the sum of .85 multiplied by the 
ratio of the annual average wages per em
ployee in the state for such year to the na
tional average wages per employee for such 
year and .15. The annual average wage per 
employee for each year would be calculated 
using the wages of employees in the health 
services industry as reported by the Bureau 
of Labor Statistics of the Department of 
Labor for each of the most recent 3 years be
fore the beginning of the fiscal year in
volved. 

The agreement includes a floor on allot
ments for the states and the District of Co
lumbia of $2 million. In case a state's allot
ment would be required to be raised to the $2 
million floor, all other states' allotments 
would be adjusted in a pro rata manner such 
that the total of all allotment does not ex
ceed the total of allotment available under 
Title XXI. 

States would have 3 years to spend their 
allotments. 

(g) Payments to States 

CURRENT LAW 

No provision. 

HOUSE BILL 

The Secretary would be required to make 
quarterly payments to each State with an 
approved child health assistance plan in 
amounts up to 80% of program spending dur
ing that quarter for child health assistance, 
other initiatives for improving child health, 
outreach and administration of the plan, ex
cept that no more than 15% of the total pro
gram spending could be used for other child 
health initiatives, outreach and administra
tion. The Secretary would establish rules re
garding the extent to which funds could be 
used to purchase family coverage for fami
lies that include targeted low-income chil
dren. The rules would allow such payment if 
the State demonstrates that the purchase of 
such coverage is cost effective when com
pared with the cost of covering only the tar
geted low-income children in the families in
volved. 

CHAP funds may not be used to (a) cover 
children who would be eligible for Medicaid 
using the income and assets standards or 
methodologies as in effect on June 1, 1997, (b) 
pay for the services of a provider who has 
been excluded from participation under the 
MCH or Social Services Block Grant pro
grams, Medicare or other federal programs 
except for emergency services not provided 
in hospital emergency rooms, (c) pay for 
services that a private insurer would be obli
gated to cover but for a provision of its in
surance contract that limits its obligation 
because the child is eligible for child health 
assistance, (d) pay for services for which pay
ment can reasonably be expected to be made 
under any other federally operated or fi
nanced health insurance program or the In
dian Health Service, (e) pay for abortions, 
except in the case of a pregnancy resulting 
from rape or incest, or unless the mother is 
in danger of death unless an abortion is per
formed. 

Federal funds or program spending that is 
largely subsidized by federal funds may not 
be claimed as the required non-federal share 
of costs. 

The Secretary may make payments to 
states on the basis of advance estimates of 
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spending made by the State and other inves
tigation that the Secretary may find nec
essary, and may adjust payments as nec
essary to account for overpayment in prior 
quarters. 

SENATE AMENDMENT 

The funds would be distributed in the fol
lowing manner. States would receive 1 % of 
their allotted funds prior to the beginning of 
the fiscal year for the purpose of conducting 
outreach activities. During the year, the 
states would receive quarterly payments in 
an amount equal to the Federal Medicaid 
medical assistance percentage of the cost of 
providing health insurance coverage for an 
eligible low-income child and any applicable 
bonuses based on estimates by the states. 
The Secretary could increase or reduce pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 

Provisions of Title IV of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996, prohibiting the re
ceipt of public benefits for certain legal im
migrants for a period of five years, would not 
be applied to benefits provided under the 
Child Health Insurance Initiatives. 

As a term and condition of receiving funds 
under this program, a state may not use 
funds to cover the costs of abortions except 
in cases of rape or incest or when necessary 
to save the women's life. No more than be
tween 5 and 10% of funds under this title 
would be allowed for the administrative 
costs of the program. Funds could not be 
used to provide health insurance coverage 
for families of State public employees or 
children in penal ins ti tu tions nor to cover 
the costs of abortions except in cases of rape 
or incest or when necessary to save the wom
en 's life. 

Under this program the Secretary would 
not approve any amount in excess of a 
state's allotment and would make adjust
ments in the federal share of the costs to en
sure the caps are not exceeded. 

CONFERENCE AGREEMENT 

The Secretary would make quarterly pay
ments to each State with an approved child 
health assistance plan in amounts up to the 
amount of the allotment using the enhanced 
FMAP. The allotment would be reduced by 
the amount of the cost of the state's Med
icaid program of presumptive eligibility and 
the costs of covering targeted low-income 
uninsured children under the Medicaid pro
gram. Payments for child health assistance 
may be made for coverage meeting the re
quirements of section 2103, other initiatives 
for improving child health, outreach and ad
ministration of the plan, except that no 
more than 10% of the total program spending 
could be used for other child health initia
tives, outreach and administration. The en
hanced FMAP is defined as the Federal med
ical assistance percentage under the Med
icaid program increased by the 30% multi
plied by the number of percentage points by 
which the FMAP for the state is less than 
100%. The enhanced FMAP can be no higher 
than 85%. The 10% limitation on payments 
for child health assistance that does not 
meet the coverage requirements may be 
waived if a state establishes to the satisfac
tion of the Secretary that 1) the coverage 
provided to targeted low-income children 
meets the benefits and cost sharing require
ments of Title XXI, 2) the cost of such cov
erage is no more than it would otherwise be 
under such section, and 3) such coverage is 
provided through the use of a community
based health delivery system. 

A state may use Title XXI funds to pur
chase family coverage for families that in-

elude targeted low-income children if the 
state establishes to the satisfaction of the 
Secretary that the purchase of such coverage 
is cost effective when compared with the 
cost of covering only the target low-income 
children in the families involved and would 
not substitute for other health insurance 
coverage. 

SCRIP funds may not be used to (a) cover 
children who would be eligible for Medicaid 
using the income and assets standards or 
methodologies as in effect on April 15, (b) 
pay for services that a private insurer would 
be obligated to cover but for provision of its 
insurance contract that limits its obligation 
because the child is eligible for child health 
assistance, or (c) pay for services for which 
payment can reasonably be expected to be 
made under any other federally operated or 
financed health insurance program or the In
dian Health Service. 

In addition, as a term and condition of re
ceiving funds under this program, a state 
may not use funds for any abortion or for 
health benefits coverage that includes cov
erage of abortion except in cases of rape or 
incest or when necessary to save the- wom
en's life. It is the Conferees' intention that 
Section 2105(c)(7) not restrict the ability of 
any provider from offering abortion coverage 
or the ability of a state to contract with 
such a provider by such coverage except, as 
prohibited under this section, where federal 
funds are used in whole or in part to obtain 
such coverage under this title. 

Federal funds or program spending that is 
largely subsidized by federal funds may not 
be claimed as the required non-federal share 
of costs. 

The Secretary may make payments to 
states on the basis of advance estimates of 
spending made by the State and other inves
tigation that the Secretary may find nec
essary, and may adjust payments as nec
essary to account for overpayment or under
payment in prior quarters. 
(h) State matching requirement 

CURREN'l' LAW 

The costs of providing Medicaid coverage 
are shared by the states and the federal gov
ernment. The federal share is determined by 
a formula that takes into account the aver
age per capita income in the state relative to 
the national average. States with lower per 
capita incomes have higher federal matching 
rates. These federal matching rates range 
from a floor of 50% to almost 80%. All 50 
states currently participate in Medicaid. 

Federal funds or program spending that is 
largely subsidized by federal funds may not 
be claimed as the required non-federal share 
of costs. 

HOUSE BILL 

CHAP funds paid to states under the block 
grant option would be equal to 80% of pro
gram costs requiring a 20% state matching 
share. States would be provided with an en
hanced federal Medicaid matching rate if the 
state chooses to use CHAP funds under the 
Medicaid program. The enhanced medical as
sistance percentage would be equal to the 
Federal medical assistance percentage in
creased by the number of percentage points 
equal to 30% multiplied by the number of 
percentage points by which the Federal med
ical assistance percentage is less than 100%. 

States may not use state funds that are 
used as state match for purposes of another 
federal program, such as the T ANF block 
grant, to satisfy the state matching require
ment under the child health block grant. 

SENATE AMENDMENT 

Requires states to share the cost of pro
viding new coverage equal to the state Med-

icaid matching percentage. States choosing 
the option to provide FEHBP coverage would 
also be eligible for federal matching pay
ments for eligible children currently covered 
under existing state-funded programs. Total 
amounts paid to a state under this title, in
cluding bonus payments, would not be al
lowed to exceed 85% of the total cost of a 
state program conducted under this title. 

Bonus payments of 5% of the cost of pro
viding insurance to children covered during 
1996, and 10% of the cost of covering new 
children would effectively reduce the state 
matching shares for these groups by 5 and 
10%, respectively. 

States would be prohibited from including 
cost sharing imposed on beneficiaries as pro
gram costs when determining Federal med
ical assistance percentage for reimburse
ment of expenditures. 

Medicaid rules, relating to limitations on 
the use of provider taxes and donations as 
the state share of expenditures, would apply 
to the Child Health Insurance Initiatives. 

CONFERENCE AGREEMENT 

The conference agreement would provide 
for federal matching under the Title XXI 
equal to the states' Medicaid Federal med
ical assistance percentage increased by the 
number of percentage points that is equal to 
30% multiplied by the number of percentage 
points by which the Federal medical assist
ance percentage is less than 100%. All child 
health assistance, including child health 
coverage for targeted low-income children 
provided under the Medicaid program, would 
be subject to the same federal matching per
centage. 
(i) Maintenance of effort 

CURRENT LAW 

No provision. 
HOUSE BILL 

Prohibits payments under Title XXI on be
half of a child if the child would be eligible 
for Medicaid using the income and resource 
standards and methodologies in place in the 
state on June 1, 1997. 

States that choose to use state child 
health assistance funds for enhanced Med
icaid matching payments for expanded Med
icaid eligibility would be prohibited from 
using income and resource. standards and 
methodologies for children that are more re
strictive than those used as of June 1, 1997. 

SENATE AMENDMENT 

Requires participating states to maintain 
Medicaid income and resource standards and 
methodologies that are no more restrictive 
than those in place on June 1, 1997 and to 
maintain state spending on children 's health 
care that is no less than the amounts spent 
in 1996. If states do not maintain Medicaid 
income and resource standards, they would 
be ineligible for payments and bonuses for 
children who would have been eligible for 
Medicaid under the standards in place in 
June of 1997. State children's health expendi
tures is defined to include spending for chil
dren under (a) Medicaid, (b) the maternal 
and child health services block grant pro
gram under Title V of the Social Security 
Act, (c) the preventive health services block 
grant program under part A of Title XIX of 
the Public Health Services Act, (d) state
funded programs providing health care items 
and services to children, (e) school-based 
health programs, <D state programs pro
viding for uncompensated or indigent care, 
(g) county indigent care programs for which 
an intergovernmental transfer is made from 
the county to the State, (h) other programs 
providing children with health care as deter
mined by the Secretary. 
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CONFERENCE AGREEMENT 

The conference agreement includes the 
house provisions, with amendments adding a 
maintenance of effort requirement for spend
ing on state-only health insurance programs 
and changing the effective date to April 15, 
1997. 
(j) State child health plans 

CURRENT LAW 

No provision. 
HOUSE BILL 

State participating in Title XXI would be 
required to submit a plan to the Secretary 
that specifies how the state intends to use 
the federal funds to provide health assist- . 
ance to needy children consistent with re
quirements of the CHAP program. States 
that meet the requirements would be enti
tled to federal assistance from funds appro
priated for this purpose. 

A state child health plan would have to in
clude a description of: (a) the current insur
ance status of children, including targeted 
low-income children; (b) current state efforts 
to provide or obtain creditable coverage for 
uncovered children; and (c) how the plan is 
designed to be coordinated with current 
state efforts to increase creditable coverage 
of children. A state plan also would have to 
include a description of the methods of es
tablishing and continuing eligibility and en
rollment, including a methodology for com
puting family income that is consistent with 
the method used for certain Medicaid bene
ficiaries. Procedures established for eligi
bility would have to ensure: (a) that only 
targeted low-income children received the 
assistance, (b) that children found through 
screening to be eligible for medical assist
ance under the state 's Medicaid program 
were enrolled in Medicaid, (c) that the new 
insurance did not substitute for coverage 
under group health plans, and (d) that there 
was coordination with other public and pri
vate programs providing creditable coverage 
for low-income children. 

A state plan would have to describe the na
ture of the assistance to be provided includ
ing: cost-sharing, the health care delivery 
method (e.g., managed care, fee-for-service, 
direct provision of services, or vouchers), and 
utilization control systems. A state would 
not be permitted to pay benefits to an indi
vidual to the extent that such benefits were 
available to the individual under another 
public or private health care insurance pro
gram. Payments in the form of a voucher or 
cash would not be considered income for pur
poses of eligibility for, or benefits provided, 
under any means-tested federal or federally
assisted program. 

A state plan would have to describe the 
procedures to be used to accomplish out
reach and enrollment assistance to families 
of eligible children and to coordinate with 
other public and private health insurance 
programs. 

SENA'l'E AMENDMEN'f 

States participating in Title XXI would be 
required to submit to the Secretary, no later 
than March 31 of any fiscal year (or, in the 
case of fiscal year 1998, October 1, 1997), an 
outline that identifies which option the 
State intends to use to provide coverage 
under this section (Medicaid or other quali
fied program), describes how such coverage 
shall be provided, and includes other infor
mation as the Secretary may require. The 
outline would also include: (a) the eligibility 
standards for the program, (b) the meth
odologies to be used to determine eligibility, 
(c) the procedures to be used to ensure only 

eligible children receive benefits and that 
the establishment of a program under this 
section does not reduce the number of chil
dren who currently have insurance coverage, 
and (d) a description of how the state would 
ensure that Indians are served by a program 
under this title. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provisions with the following modi
fications. The State child health plans would 
be required to include descriptions of the 
child health assistance to be provided under 
the plan for targeted low income children, 
including the proposed methods of delivery 
and utilization control systems, eligibility 
standards. and outreach activities. The Con
ferees encourage states to consider such in
novative means as vouchers and tax credits 
in developing these strategies. The plan 
would be required to include a description of 
(1) the methods of establishing and con
tinuing eligibility and enrollment and (2) the 
provision of child health assistance to tar
geted low-income children in the state who 
are Indians as defined in the Indian Health 
Care Improvement Act. 

A state plan would have to describe the 
procedures to be used to accomplish out
reach and enrollment assistance to families 
of eligible children and to coordinate with 
other public and private health insurance 
programs. 
(k) Process for submission, approval, and 

amendment of State child health plan 
CURRENT LAW 

No provision. 
HOUSE BILL 

States participating in Title XXI would be 
required to submit a State child health plan 
for approval by the Secretary. A state plan 
would become effective beginning in a speci
fied calendar quarter that is at least 60 days 
after the plan is submitted. A state may 
amend its state child health plan at any 
time with a plan amendment. Plan amend
ments must be approved for the purposes of 
this title and would take effect on dates as 
specified in the amendment. Amendments re
stricting or limiting eligibility or benefits 
could not take effect until there had been 
public notice of the change. The Secretary 
would be required to promptly review State 
plans and amendments to determine compli
ance with the requirements of this title. Un
less the state were notified in writing within 
90 days that a plan or amendment was dis
approved and the reasons for disapproval or 
that additional information was needed, the 
plan or amendment would be deemed ap
proved. In the case of a disapproval, the Sec
retary would provide a state with a reason
able opportunity for correction. 

CHAP programs would have to be con
ducted in accordance with the state plan and 
any approved amendments. The Secretary 
would establish a process for enforcing re
quirements under this title. Approved plans 
would continue in effect unless amended or 
unless the Secretary found the plan out of 
compliance with this title. 

A State child health plan would be re
quired to identify (a) specific strategic objec
tives aimed at increasing health coverage 
among low-income children, (b) performance 
goals for each strategic objective identified, 
and (c) performance measures that are objec
tive and verifiable, so that when compared 
with the performance goals, indicate the 
State's performance under this title. Plans 
must include assurances that the state will 
collect data, maintain records, and furnish 
reports as required by the Secretary as well 

as provide the required annual assessments 
and evaluations. The Secretary would be re
quired to have access to any records or infor
mation for reviews or audits as deemed nec
essary. 

Plans would be required to include a de
scription of the process for obtaining ongo
ing public involvement in the design and im
plementation of the plan, and the plan's 
budget to be updated periodically including 
details on the sources of the non-Federal 
share of plan spending. 

SENATE AMENDMENT 

States participating in Title XXI would be 
required to submit to the Secretary for ap
proval, no later than March 31 of any fiscal 
year (or, in the case of fiscal year 1998, Octo
ber 1, 1997), an outline that identifies which 
option the State intends to use to provide 
coverage (Medicaid or other qualified pro
gram), describes how such coverage shall be 
provided, and includes other information as 
the Secretary may require. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provisions with the following modi
fications. Plan amendments that would 
eliminate or restrict eligibility or benefits 
would require prior public notice of the 
change before taking effect. 
(l) Strategic objectives and performance 

goals; plan administratlon 
CURREN'l' LAW 

No provision. 
HOUSE BILL 

A state child health plan would be required 
to describe strategic objectives, performance 
goals, and performance measures for pro
viding child health assistance to targeted 
low-income children. Strategic objectives 
shall be specific and relate to increasing the 
extent of creditable health coverage among 
targeted low-income children and other low
income children. One or more performance 
goals would be specified for each strategic 
objective. Performance measures must be ob
jective and independently verifiable and · 
must be compared against performance goals 
in order to determine the State's perform
ance under this title. The state child health 
plan would be required to include an assur
ance that the State will collect data, main
tain records, and furnish report to the Sec
retary as needed. The plan would be required 
to describe the State's plans for annual as
sessment, reports and evaluations as re
quired and to assure that the Secretary 
would have access to information for the 
purposes of review or audit as necessary. The 
plan would include a description of the budg
et and the process for involving the public in 
the design and implementation and ensuring 
ongoing public involvement. The following 
sections of Title XI would apply to States' 
Child Health Assistance Insurance Programs 
as they do under Medicaid: Section llOl(a)(l) 
relating to the definition of a State, Section 
1116 relating to administrative and judicial 
review, Section 1124 relating to disclosure of 
ownership and related information, Section 
1126 relating to disclosure of information 
about certain convicted individuals, Section 
1128B(d) relating to criminal penalties, and 
Section 1132 relating to periods within which 
claims must be filed. 

SENATE AMENDMENT 

The following sections of Title XI would 
apply to states' Child Health Insurance lni
tiatives as they do under Medicaid: Section 
1116 relating to administrative and judicial 
review, Section 1124 relating to disclosure of 
ownership and related information, Section 
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1126 relating to disclosure of information 
about certain convicted individuals, Section 
1128A relating to criminal penalties for cer
tain additional charges, Section 1128B(d) re
lating to criminal penalties, and Section 1132 
relating to periods within which claims must 
be filed, Section 1902(a)(4)(C) relating to con
flict of interest standards, Section 1903(e) re
lating to limitations on payment, Section 
1903(w) relating to limitations on provider 
taxes and donations, Section 1905(a)(B) relat
ing to exclusion of care or services for indi
viduals under the age of 65 in IMDs from the 
definition of medical assistance, Section 1921 
relating to state licensure, Sections 
1902(a)(25), 1912(a)(l)(A), and 1903(0) relating 
to third party liability. Section 506(b) of 
Title V, the Maternal and Child Health 
Block Grant program, relating to inde
pendent audits of state expenditures and re
ceipts would apply to the Child Health Insur
ance Initiatives. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision with the following modifica
tions. The following additional provisions of 
Title XI and XIX would apply the SCRIP as 
they apply to the Medicaid program. Section 
1128A relating to criminal penalties for cer
tain additional charges, Section 1128B(d) re- . 
lating to criminal penalties, Section 
1902(a)(4)(c) relating to conflict of interest 
standards, Paragraphs (2) and (16) of Section 
1903(i) relating to limitations on payments, 
Section 1903(w) relating to limitations on 
provider taxes and donations, Section 1921 
relating to state licensure, and Sections 
1932(d) and 1932(e) as added by the Balanced 
Budget Act of 1997 relating to fraud and 
sanctions for managed care entities. 
(m) Annual reports and evaluations 

CURRENT LAW 

No provision. 
HOUSE BILL 

A State would be required to provide an 
annual report to the Secretary by January 1 
following the end of each fiscal year assess
ing the operation of the plan and the 
progress made in reducing the number of un
covered low-income children during the prior 
fiscal year. States would also be required to 
provide an evaluation by March 31, 2000, as
sessing (a) the effectiveness of the State plan 
in increasing the number of children with 
health coverage, (b) the effectiveness of spe
cific elements of the plan , such as character
istics of families and children assisted the 
quality of coverage provided, (c) the effec
tiveness of other public and private pro
grams in the State in increasing health cov
erage for children, (d) state activities to co
ordinate the plan with other public and pri
vate programs providing health care cov
erage , (e) trends in the state affecting the 
provision of health care to children, (f) plans 
for improving the availability of health in
surance and health care for children, and (g) 
recommendations for improving the pro
gram, among other matters the State and 
Secretary consider appropriate. By Decem
ber 31, 2000, the Secretary would be required 
to submit to Congress a report based on the 
state evaluations and make the report avail
able to the public. 

SEN ATE AMENDMENT 

Participating states would be required to 
provide an annual assessment of the oper
ation of the program funded under this title 
that includes a description of the progress 
made in providing health insurance coverage 
for low income children. The Secretary 
would be required to submit to Congress an 

annual report and evaluation of the State 
programs based on the annual assessment 
and would include any conclusions and rec
ommendations the Secretary considers ap
propriate. 

CONFERENCE AGREEMENT 

The conference agreement includes the 
House provisions with the following modi
fication. The Secretary would be required to 
submit to Congress a report based on the 
state evaluation by December 31, 2001. 
(n) Definitions 

CURRENT LAW 

No provision. 
HOUSE PROVISION 

The House provision defines the following 
terms: child health assistance, targeted low
income child, Medicaid applicable income 
level, child, creditable health coverage, 
group health plan and health insurance cov
erage, low-income, poverty line, preexisting 
condition exclusion, state child health plan, 
and uncovered child. 

SENATE AMENDMENT 

The Senate Amendment defines the fol
lowing terms: base-year covered low-income 
child population, child, eligible state, federal 
medical assistance percentage, FEHBP
equivalent children's health insurance cov
erage, Indians, low-income child, poverty 
line, Secretary, state. state children's health 
expenditures, and state Medicaid program. 

CONFERENCE AGREEMENT 

The conference agreement defines the fol
l.owing terms: child health assistance, tar
geted low-income child, child, creditable 
health coverage, group health plan and 
health insurance coverage, low-income, pov
erty line, preexisting condition exclusion, 
state child health plan, and uncovered child. 
(o) Outreach 

CURRENT LAW 

No provision. 
HOUSE BILL 

Requires state health plans to include a de
scription of the procedures to be used to in
form families of children eligible for child 
health assistance under any public or private 
programs of the availability of such assist
ance and to assist in enrolling children. 

SENATE AMENDMENT 

Requires states to use 1 % of their basic al
lotment for Medicaid outreach and public 
awareness campaigns to encourage employ
ers to provide health insurance for children. 

CONFERENCE REPORT 

The conference report follows the House 
and Senate provisions. Outreach is included 
within a 10% administrative cap. 
(p) Effective date 

CURRENT LAW 

No provision. 
HOUSE BILL 

States become eligible for payments for 
calendar quarters after October 1, 1997. 

SENATE AMENDMENT 

States become eligible for payments for 
calender quarters after October 1, 1997. 

CONFERENCE AGREEMENT 

State become eligible for payments for 
child health assistance provided after Octo
ber 1, 1997. 
(2) M ental health parity-Title XV of Senate 

tax bill-sec. 2107 A 
CURRENT LAW 

Public Law 104-204 prohibits group health 
plans that cover medical, surgical, and men-
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tal health benefits from imposing more re
strictive annual or lifetime dollar limita
tions on the coverage of mental health bene
fits than on medical and surgical benefits. 

The definition of mental health benefits 
does not include treatment of substance 
abuse and chemical dependency. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Prohibits plans that enroll children under 
the Child Health Insurance Initiative and 
cover medical, surgical, and mental health 
benefits from imposing treatment limita
tions of financial requirements on the cov
erage of mental health benefits if similar 
limitations or requirements are not imposed 
on medical and surgical benefits. 

The definition of mental health benefits 
does not include treatment of substance 
abuse and chemical dependency. 

CONFERENCE AGREEMENT 

Mental health services are included as one 
of the four categories of additional services. 
(3) Medicaid presumptive eligibility for low-in

come children-section 3504 of House bill) 
CURRENT LAW 

The Medicaid program allows states the 
option to provide presumptive eligibility for 
pregnant women. Under presumptive eligi
bility, health care providers are able to 
grant pregnant women with immediate, 
short-term Medicaid eligibility as the pro
vider site while formal determination is 
being made. Presumptive eligibility is in
tended to provide immediate access to pre
natal care services. As of 1996, 30 states have 
opted to provide presumptive eligibility. 

HOUSE BILL 

Allows state Medicaid programs to provide 
for a presumptive eligibility period for chil
dren under the age of 19. The presumptive 
eligibility period would begin when a quali
fied entity determines, based on preliminary 
information, that the family income of the 
child is below the applicable income eligi
bility threshold for the state Medicaid pro
gram, and ends when a formal determination 
is made. For children on whose behalf an ap
plication is not filed, the presumptive eligi
bility period would end on the last day of the 
month following the month when the period 
began. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
House provision. 
(4) Continuation of Medicaid eligibility for dis

abled children who lose SS! benefits-sec
tion 3505 of House bill 

CURRENT LAW 

In most sttes, people who receive benefits 
under the Supplemental Security (SSI) pro
gram automatically are eligible for Medicaid 
benefits only because they are SSI bene
ficiaries. P.L. 104- 193, the Personal Responsi
bility and Work Opportunity Act (PRWOA) 
of 1996, established a new definition of child
hood disability for receipt of SSI benefits. 
Under the new definition, some chldren will 
lose their SSI and their Medicaid eligibility 
as well. 

HOUSE BILL 

Allows states the option of continuing 
Medicaid coverage for disabled children who 
were receiving SSI as of the date of enact
ment of PRWOA if they lose SSI because of 
the new definition. 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16481 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement requires States 
to continue Medicaid coverage for disabled 
children who were receiving SSI on the date 
of the enactment of PRWOA if they lose SSI 
because of the new definition of disability. 

Chapter 3- Diabetes Grant Programs 
SPECIAL DIABETES PROGRAMS FOR CHILDREN 

WITH TYPE I DIABETES 

CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement amends Title III 
of the Public Health Service Act to create a 
grant program under which the Secretary 
shall make grants to support prevention and 
treatment services of, and research relating 
to, type I diabetes in children. This section 
transfers $30 million for each of fiscal years 
1998 through 2002 from Title XXI for these 
grants. 

SPECIAL DIABETES PROGRAMS FOR INDIANS 

CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement amends Title III 
of the Public Health Service Act to create a 
grant program under which the Secretary 
shall make grants to support prevention and 
treatment services of diabetes in Indians. 
These grants shall purchase services pro
vided through one or more of the following 
entities: the Indian Health Service, a tribal 
Indian health program, and an urban Indian 
health program. This section transfers $30 
million for each of fiscal years 1998 through 
2002 from Title XXI for these grants. 

REPORT ON DIABETES GRANT PROGRAMS 

CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement requires the 
Secretary to conduct an evaluation of the di
abetes grant programs established under this 
chapter and to report to the appropriate 
committees of Congress an interim report on 
January 1, 2000, and a final report on Janu
ary 1, 2002. 
I. WELFARE-TO-WORK GRANT, BLOCK GRANTS 

FOR TEMPORARY ASSISTANCE TO NEEDY 
FAMILIES, AND OTHER PROVISIONS 

1. Welfare-to-Work Grants 
a. Purpose 

CURRENT LAW 

The 1996 welfare reform law combined re
cent Federal funding levels for three re
pealed programs-AFDC, Emergency Assist
ance (EA), and JOBS-into a single block 
grant for Temporary Assistance for Needy 
Families (TANF). The TANF grant equals 
$16.4 billion annually through Fiscal Year 

2002. The law also provides an average of $2.3 
billion annually in a child care block grant. 
Each State is entitled to the sum it received 
for AFDC, EA, and JOBS in a recent year, 
but no part of the TANF grant is earmarked 
for any program component, such as benefits 
or work programs. 

HOUSE BILL 

Provides $3 billion to States and localities 
for additional resources to support welfare
to-wor k (WTW) efforts. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the State amendment. 
b. Administering agency 

CURRENT LAW 

HHS administers the TANF block grant 
but has limited authority over State pro
grams, except in setting penalties and in 
conducting evaluations of State performance 
in meeting program goals 

HOUSE BILL 

The WTW block grant would be adminis
tered by the Department of Labor in con
sultation with the Secretary of HHS and the 
Secretary of HUD. 

SENATE AMENDMENT 

The WTW block grant would be adminis
tered by the Secretary of HHS. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill so that the Department of Labor 
would administer the program. 
c. Inter-agency coordination 

CURRENT LAW 

No provision. 
HOUSE BILL 

Note: the House bill contains separate pro
visions from the committees of jurisdiction 
(the Committee on Ways and Means and the 
Committee on Education and the Workforce) 
on interagency coordination and several 
other provisions described below related to 
welfare-to-work grants. 
Committee on Ways and Means 

Formula Grant Provisions: 
1. Administered by the State TANF agency 

or another agency designated by the Gov
ernor. 

2. Plans must be approved by the State 
T ANF agency. 

3. Private Industry Councils (PICs) have 
sole authority for expenditures in Service 
Delivery Areas (SDAs) under the 85 percent 
portion of the non-competitive funds, pursu
ant to an agreement with the agency respon
sible for administering TANF in the SDA. 

4. If the Secretary of Labor, in consulta
tion with the Secretary of HHS and the Sec
retary of HUD, determines that a PIC and 
the agency responsible for administering 
T ANF in the SDA are not adhering to their 
agreement, funding shall be remitted to the 
Secretary of Labor. 

Competitive Grant Provisions: 
Proposals must be approved by State 

T ANF agency. 
Committee on Education and the Work! orce 

Formula Grant Provisions: 
1. Administered by the State TANF agency 

or another agency designated by the Gov
ernor. 

2. No provision on whether plans must be 
approved by the State T ANF agency. 

3. Private Industry Councils have sole au
thority for expenditures in SDAs under the 

85 percent portion of the non-competitive 
funds, in coordination with the chief elected 
official of the SDA. 

4. No provision on remission of funding in 
the event of noncompliance. 

SENATE AMENDMENT 

Formula Grant Provisions: 
1. Administered by the State TANF agen

cy. 
2. Plans must be approved by the State 

TANF agency (same as Ways and Means). 
3. No provision on PICs. 
4. If the Secretary of HHS determines that 

an entity operating a project and the agency 
responsible for administering the State 
TANF program are not adhering to their 
agreement, funding shall be remitted to the 
Secretary. 

Competitive Grant Provisions: 
Proposals must be approved by State 

TANF agency. In addition, if the Secretary 
of HHS determines that an entity operating 
a project and the agency responsible for ad
ministering the State TANF program are not 
adhering to their agreement, funding shall 
be remitted to the Secretary. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment with 
modifications. The Governor is to submit the 
plan to the Secretary of Labor and Secretary 
of HHS. The provision regarding approval of 
State plans by State agencies is dropped. 
Private Industry Councils (PICs) have au
thority, in coordination with the area's chief 
elected official, for expenditures in SDAs 
under the 85 percent portion of the non-com
petitive funds. The addendum to the State 
TANF plan for formula grants must contain 
an assurance by the Governor that the PIC 
(or through a waiver, an alternative entity) 
will coordinate welfare-to-work funds with 
TANF funds. 

The conference agreement requires that 
PICs, political subdivisions of States, or pri
vate entities working in conjunction with a 
PIC or a political subdivision develop com
petitive grant proposals in consultation with 
the State 's Governor. 
d. Entitlement and Distribution of Funds 

CURRENT LAW 

No provision. 
HOUSE BILL 

A total of $3 billion is authorize·d for dis
tribution among States, sub-state units, and 
Indian tribes for the welfare-to-work pro
g-ram: $1.5 billion is provided in Fiscal Year 
1998, and $1.5 billion in Fiscal Year 1999. 

Under the provision adopted by the Com
mittee on Ways and Means, after subtracting 
set-asides, funds are distributed 50 percent 
by formula to States and 50 percent to PICs 
or political subdivisions of States through a 
competitive grant process (see below). 

Under the provision adopted by the Com
mittee on Education and the Workforce, 
after set-asides, funds are distributed 95 per
cent by formula to States and 5 percent to 
PICs or political subdivisions of States 
through a competitive grant process. 

The House bill provides for the following 
set-asides: (1) 1 percent set-aside each year 
for Indian tribes that choose to run their 
own program; and (2) 0.5 percent set-aside 
each year for evaluations through HHS. 

Funds not expended within 3 years must be 
returned. 

SENATE AMENDMENT 

A total of $3 billion is authorized for dis
tribution among States, sub-state units, and 
Indian tribes for the welfare-to-work pro
gram. In Fiscal Year 1998, $0.75 billion is pro
vided; in Fiscal Year 1999, $1.25 billion; and 
in Fiscal Year 2000, $1.00 billion. 
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After set-asides, funds are distributed 75 

percent by formula to States and 25 percent 
to political subdivisions of States through a 
competitive grant process (see below). 

The set-asides for Indian tribes and evalua
tion and the provisions allowing States and 
localities up to three years to expand grant 
funds are identical to the House bill. 

A $100 million set-aside from Fiscal Year 
1999 funding is provided for a high perform
ance bonus payable to qualifying States in 
Fiscal Year 2003. 

CONFERENCE AGREEMEN'r 

The conference agreement follows the 
House bill by providing $1.5 billion in each of 
Fiscal Years 1998 and 1999. 

The conference agreement follows the Sen
ate amendment on division of funds between 
formula and competitive grants so that 75 
percent of funds is for formula grants and 25 
percent is for competitive grants. The con
ference agreement provides a reservation of 
0.8 percent of welfare-to-work funds for each 
of Fiscal Years 1998 and 1999 for evaluations; 
in addition, the conference agreement au
thorizes the Secretary to use no more than 
$6 million of this funding for evaluation of 
abstinence programs. The provisions on set
asides for Indi~n tribes and spending funds 
over no more than three years are identical 
in the House bill and the Senate amendment. 
The conference agreement follows the Sen
ate amendment in providing a $100 million 
performance set-aside from Fiscal Year 1999 
funds. The successful performance bonus 
would be paid to States in Fiscal Year 2000. 
e. Matching requirements 

CURRENT LAW 

No provision. 
HOUSE BILL 

States must meet a 33 percent match re
quirement for non-competitive grants (i.e. 
State must spend 50¢ to receive $1 in Federal 
funds). States that do not fully expend the 
estimated State share of welfare-to-work 
funds will have their TANF grants reduced 
by the difference the following year. State 
matching funds cannot be used to satisfy 
matching requirements for other programs. 
Indian tribes are not required to put up any 
matching funds. 

SENATE AMENDMENT 

States must certify that they plan to a 
spend 33¢ for each Federal dollar received in 
noncompetitive funds (114 match). State 
matching funds cannot be used to satisfy 
matching requirements for other programs. 
The provision on matching by Indian tribes 
is identical to the House bill. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill by requiring a 33 percent State 
match. The House bill and the Senate 
amendment are identical in requiring no 
match by Indian tribes. The conference 
agreement follows the House bill and the 
Senate amendment in providing that State 
funds cannot be used to satisfy matching re
quirements for other programs, with the 
added clarification that State funds ex
pended to match Federal welfare-to-work 
grants cannot be used to match or satisfy 
State spending requirements for the TANF 
contingency fund, child care block grant 
matching funs, or any other Federal pro
gram. 
f. Prior State spending requirements 

CURRENT LAW 

States are required to maintain their own 
spending for TANF-eligible families at 75 
percent of their "historic" level (Fiscal Year 

1994 spending on the replaced programs and 
AFDC-related child care), and, under penalty 
of loss of funds, they must achieve specified 
work participation rates. If work participa
tion rates are not met, the State must spend 
80 percent of its historic level. 

HOUSE BILL 

Under the provision adopted by the Com
mittee on Ways and Means, qualified State 
expenditures must be at least 80 percent of 
historic State expenditures for the current 
or prior year. The Committee on Education 
and the Workforce did not specify a prior 
State spending requirement. 

SENATE AMENDMENT 

State must meet prior year's State main
tenance of effort requirement. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with the clarification that a 
State must meet the TANF maintenance of 
effort requirement in a year for which it re
ceives a welfare-to-work formula grant. 

g. Allocation of formula funds to States 
CURRENT LAW 

No provision. 
HOUSE BILL 

Committee on Ways and Means 
50 percent of the appropriated funds (after 

subtracting set-asides for Indian tribes and 
evaluation) are distributed to States with 
approved State welfare-to-work plans allo
cated on the basis of each State's .average of 
the following: 

1. percent of U.S. poverty population; 
2. percent of U.S. adults receiving TANF 

assistance; and 
3. percent of U.S. unemployed. 

Committee on Education and the Workforce 
95 percent of appropriated funds (after sub

tracting set-asides for Indian tribes and eval
uation) are distributed to States with ap
proved State welfare-to-work plans allocated 
on the basis of each State's average of the 
following: 

1. percent of U.S. poverty population; and 
2. percent of U.S. adults receiving TANF 

assistance. 
SEN ATE AMENDMENT 

75 percent of the appropriated funds (after 
subtracting set-asides for Indian tribes, eval
uation, and high performance bonuses) are 
distributed to States with approved State 
welfare-to-work plans allocated on the basis 
of each State 's average of the following: 

1. percent of U.S. poverty population; 
2. percent of U.S. adults receiving TANF 

assistance; and 
3. percent of U.S. unemployed. 
A small State minimum of 0.5 percent of 

appropriated funds (after subtracting set
asides for Indian tribes and evaluation) will 
apply to all States; i.e. regardless of how 
much a small State would receive under the 
distribution formula, no State can receive 
less than 0.5 percent of total appropriated 
funds. 

CONFERENCE AGREEMENT 

The conference agreement follows the pro
vision adopted by the Committee on Edu
cation and the Workforce, thus dropping un
employment as a factor. The conference 
agreement adopts a small State minimum 
(Senate provision), but reduces it to 0.25 per
cent of formula grant funds. The small State 
minimum does not apply to Guam, the Vir
gin Islands, or American Samoa. 

h. Definition of welfare-to-work State 
CURRENT LAW 

No provision. 

HOUSE BILL 

Committee on Ways and Means 
The Secretary of Labor, in consultation 

with the Secretary of HHS and the Secretary 
of HUD, determines whether States meet the 
following criteria to qualify as a welfare-to
work State: 

1. submit a plan as an addendum to their 
TANF State plan that includes a description 
of how welfare-to-work funds will be used, 
the sub-State distribution formula, and evi
dence that the plan was developed in con
sultation and coordination with sub-State 
areas and approved by the State TANF agen
cy; 

2. provide an estimate of State spending; 
3. agree to negotiate with the Secretary of 

HHS on the substance of and cooperate with 
the conduct of an evaluation; 

4. be an eligible TANF State for the fiscal 
year; and 

5. meet 80 percent Maintenance of Effort 
(MOE) requirements under TANF for current 
or preceding fiscal year. 
Committee on Education and the Workforce 

The Secretary of Labor, in consultation 
with the Secretary of HHS and the Secretary 
of HUD, determines whether States meet the 
following criteria as a welfare-to-work 
State: 

1. submit a plan as an addendum to their 
TANF State plan that includes a description 
of how welfare-to-work funds will be used, a 
description of the sub-State distribution for
mula, and evidence that the plan was devel
oped through a collaborative process that, at 
minimum, included sub-State areas; 

2. provide an estimate of State spending; 
3. agree to negotiate with the Secretary of 

HHS on the substance of and cooperate with 
the conduct of an evaluation; and 

4. be an eligible TANF State for the fiscal 
year. 

SENATE AMENDMENT 

The Secretary of HHS determines whether 
States meet the following criteria as a wel
fare-to-work State: 

1. submit a plan as an addendum to their 
TANF State plan that includes a description 
of how welfare-to-work funds will be used, a 
description of the sub-State distribution for
mula, and evidence that the plan was devel
oped in consultation with sub-State areas 
and approved by the State TANF agency; 

2. provide an estimate of State spending; 
3. agree to negotiate with the Secretary of 

HHS on the substance of and cooperate with 
the conduct of an evaluation; 

4. be an eligible TANF State for the fiscal 
year; and 

5. meet prior year's State maintenance of 
effort requirement. 

CONFERENCE AGREEMENT 

The conference agreement adopts provi
sions common to both House bills and the 
Senate amendment, with the clarification 
that a welfare-to-work State must also cer
tify that it will meet TANF maintenance of 
effort requirements. The conference agree
ment requires that the State plan addendum 
contain assurance that the PIC in SDA will 
coordinate expenditure of welfare-to-work 
funds with the expend! ture of the T ANF 
block grant. The plan may contain an appli
cation to the Secretary of Labor for a waiver 
of the requirement that the PIC administer 
welfare-to-work formula funds within the 
SDA. 

i. Distribution of Formula Funds Within 
States 

CURRENT LAW 

No provision. 
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HOUSE BILL 

Within each State, 85 percent of formula 
funds are to be distributed to service deliv
ery areas (SDAs) as defined in the Job Train
ing Partnership Act. At least half of the 
funds must be distributed on the basis of the 
share of each SDA's population in high pov
erty (above 5 percent). Additionally, States 
may incorporate either or both of the fol
lowing for the remaining 50 percent of the 
formula: (1) the number of adults receiving 
TANF assistance in the SDA for 30 months 
or more (whether or not consecutive); and (2) 
the number of unemployed residents in the 
SDA. The remaining 15 percent of formula 
funds may be distributed by the Governor for 
projects to help move long-term recipients 
into work. 

Grants to SDAs have a minimum threshold 
of $100,000 in lieu of distributing lesser 
amounts, unused funds as a result of this 
threshold would be added to the Governor's 
15 percent fund for projects to help move 
long-term recipients into work. 

SENATE AMENDMENT 

Within each State, at least 85 percent of 
formula funds are to be distributed to polit
ical subdivisions with poverty and unem
ployment rates above the State average. At 
least half of the funds must be distributed on 
the basis of each subdivision's population in 
poverty. States may incorporate either or 
both of the following for the remaining 50 
percent of the formula: (1) the number of 
adults receiving T ANF assistance in the po
litical subdivision for 30 months or more 
(whether or not consecutive); and (2) the 
number of unemployed residents in the polit
ical subdivision (in each case rather than in 
the SDA as in the House bill). The remaining 
15 percent of formula funds may be distrib
uted by the Governor for projects to help 
move long-term recipients into work. 

Grants to political subdivisions (rather 
than to SDAs as in the House bill) have a 
minimum threshold of $100,000; in lieu of dis
tributing lesser amounts, unused funds as a 
result of this threshold would be added to 
the Governor's 15 percent fund for projects to 
help move long-term recipients into work. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment with 
the following modifications: the conference 
agreement follows the House bill with re
spect to distribution of funds to service de
livery areas; and the conference agreement 
follows the House bill with respect to the 
formula for such distribution, except the 
portion of funds distributed based on the 
share of each SDA's population in poverty is 
determined by the number in poverty above 
7.5 percent instead of above 5 percent. 

j. Performance Bonuses 
CURRENT LAW 

No provision. However, the 1996 welfare re
form law provides a total of $1 billion in Fed
eral performance bonus funds through Fiscal 
Year 2003 for States that are the most suc
cessful in meeting the goals of the T ANF 
block grant, including ending the depend
ence of the needy parents on government as
sistance by promoting job preparation and 
work. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

$100 million of Fiscal Year 1999 funds are to 
be reserved and added to the High Perform
ance Bonus under TANF in Fiscal Year 2003 
for welfare-to-work States that are most 

successful in increasing the earnings of long
term welfare recipients or those at risk of 
long-term welfare dependency. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with a modification. The 
conference agTeement sets aside $100 million 
of Fiscal Year 1999 funds of successful per
formance bonuses to be paid in Fiscal Year 
2000. Within 1 year, the Secretary of Labor, 
in consultation with the Department of 
Health and Human Services, the National 
Governors' Association, and the American 
Public Welfare Association, shall develop a 
formula for measuring the success of a State 
which received welfare-to-work formula 
grants in Fiscal Year 1998 and Fiscal Year 
1999 in placing individuals in employment; 
the duration of such placements; any in
crease in earnings of individuals and other 
factors. The Secretary shall use the formula 
to score each welfare-to-work State and set 
a threshold for awarding bonuses. 

k. Competitive Grant Funds for Private Indus
try Councils, Private Entities, and Polit
ical subdivisions of States 

CURRENT LAW 

No provision. 
HOUSE BILL 

Committee on Ways and Means 
50 percent of welfare-to-work funds (after 

subtracting set-asides for Indian tribes and 
evaluation) is distributed to establish com
petitive grants. Eligible applicants are PICs 
or political subdivisions of States. 

Grants must be sufficient to ensure a rea
sonable opportunity for success. Not less 
than 25 percent of competitive funds will be 
available for grants in rural areas with popu
lations less than 50,000. Not less than 65 per
cent of competitive funds will be available 
for grants among the 100 cities in the U.S. 
with the highest number of individuals in 
poverty. 

Grants are based on: the likelihood of the 
project's effectiveness in expanding the base 
of knowledge about welfare-to-work pro
grams for the least job ready, moving the 
least job ready into the labor force, and mov
ing the least job ready into the labor force 
even in labor markets with a shortage of 
low-skill jobs; at the Secretary's discretion, 
other factors may be considered: the appli
cant's success in addressing multiple bar
riers, ability to leverage other resources, use 
of State or local resources that exceed the 
required match, plans to coordinate with 
other organizations, or use of current or 
former recipients as mentors, case managers 
or providers. 

Grants made by the Secretary of Labor in 
consultation with the Secretary of HHS and 
the Secretary of HUD in Fiscal Years 1998 
and 1999. 
Committee on Education and the Work! orce 

5 percent of welfare-to-work funds (after 
subtracting set-asides for Indian tribes and 
evaluation) plus any unobligated funds from 
prior fiscal years, is distributed to establish 
demonstration projects. Eligible applicants 
are PICs or political subdivisions of States. 

Grants are based on the likelihood of the 
demonstration project placing long-term re
cipients into the workforce. 

Grants are made by the Secretary of Labor 
in consultation with the Secretary of HHS 
and the Secretary of HUD in Fiscal Years 
1998 and 1999. Funds remain available until 
the end of Fiscal Year 2001. 

SENATE AMENDMENT 

Twenty-five percent of welfare-to-work 
funds (after subtracting set-asides for Indian 

tribes, evaluation, and high performance bo
nuses) is distributed to establish competitive 
grants to political subdivisions of States. El
igible applicants are political subdivisions of 
States or community action agencies, com
munity development corporations, and other 
non-profit organizations with demonstrated 
effectiveness in moving recipients into the 
work force. Their proposals must be ap
proved by the State TANF agency. 

Grants must be sufficient to ensure a rea
sonable opportunity for success. Not less 
than 30 percent of competitive funds will be 
available for grants in rural areas, as defined 
by the House. 

Grants are based on: the likelihood of the 
project's effectiveness in expanding the base 
of knowledge about welfare-to-work pro
grams for the least job ready, moving the 
least job ready into the labor force, and mov
ing the least job ready into the labor force 
even in labor markets with a shortage of 
low-skill jobs; at the Secretary's discretion, 
other factors may be considered: the appli
cant's success in addressing multiple bar
riers, ability to leverage other resources, use 
of State or local resources that exceed the 
required match, plans to coordinate with 
other organizations, or use of current or 
former recipients as mentors, case managers 
or providers. 

Competitive grants awards are made in 
Fiscal Year 1998 and Fiscal Year 2000. 

CONFERENCE AGREEMENT 

The conference agreement provides that el
igible applicants include PICs, political sub
divisions of States, or private entities apply
ing in conjunction with a PIC or political 
subdivision. The House bill and the Senate 
amendment are identical on the requirement 
that grants must be sufficient to ensure a 
reasonable opportunity for success. 

The conference agreement does not include 
a set-aside for rural areas or cities with large 
concentrations of poverty. However, the Sec
retary is directed to consider the needs of 
rural areas and cities in awarding competi
tive grants. 

The conference agreement follows the 
House bill (Ways and Means provision) and 
the Senate amendment on the requirement 
that grants must be made on the basis of the 
likelihood of the project 's effectiveness in 
expanding knowledge about welfare-to-work 
programs, among other factors. 

The conference agreement follows the 
House b111 so that grants are available in 
Fiscal Years 1998 and 1999. 

l. Grants to Indian Tribes 
CURRENT LAW 

No provision. 
HOUSE BILL 

1 percent of appropriated funds is distrib
uted to Indian tribes with welfare-to-work 
plans, in such amounts as the Secretary 
deems appropriate. 

An Indian tribe shall be considered a wel
fare-to-work tribe if it meets the following 
criteria: 

1. submit a plan in the form of an amend
ment to the tribal family assistance plan, if 
any, (including a description of how welfare
to-work funds will be used); 

2. provide an estimate tribal spending; and 
3. agree to negotiate in good faith with the 

Secretary of HHS on the substance of and co
operate with the conduct of an evaluation. 

SENATE AMENDMENT 

The set-aside for Indian tribes is identical 
to the House (1 percent of appropriated 
funds). The criteria for determining an eligi
ble tribe is similar to the House bill. 



16484 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment, but 
adds a provision allowing Secretary of Labor 
to waive or modify limitations on the use of 
welfare-to-work funds by Indian tribes. 

m. Grants to Territories/Outlying Areas 
CURRENT LAW 

Total Federal funding to the territories 
(Puerto Rico, U.S. Virgin Islands, Guam and 
American Samoa) for public assistance pro
grams, including TANF, is limited to speci
fied dollar amounts. These limits are raised 
effective October 1, 1996. Territories may re
ceive T ANF funds in addition to their family 
assistance grant on a matching basis to take 
advantage of their increased caps. 

HOUSE BILL 

Welfare-to-work funds to territories do not 
count against their public assistance funding 
cap. 

SENATE AMENDMENT 

Same as House, except refers to "outlying 
areas" instead of "territories." 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 

n. Use of Funds 
CURRENT LAW 

No provision. 
HOUSE BILL 

Committee on Wa'ys and Means 
Funds must be used to move TANF recipi

ents and noncustodial parents of any minor 
who is a recipient into the work force 
through the following: 

1. job creation through public or private 
wage subsidies; 

2. on-the-job training; 
3. contracts (through public or private pro

viders) for job readiness, placement or post
employment services; 

4. vouchers for job readiness, placement or 
post-employment services; and 

5. job support services (excluding child 
care) if not otherwise available. 

PICs cannot be used to provide direct serv
ices. 

Funds are subject to the 15 percent cap on 
administrative costs, may be used for public 
or private job placement agencies, and may 
be used to fund Individual Development Ac
counts. 
Committee on Education and the Workforce 

Funds must be used to move TANF recipi
ents into the work force through the fol
lowing: 

1. job creation through public or private 
wage subsidies; 

2. on-the-job training; 
3. job placement contracts (through com

panies or public programs); 
4. job vouchers; and 
5. job retention or support services, if not 

otherwise available. 
SENA'l'E AMENDMENT 

Funds must be used to move TANF recipi
ents and noncustodial parents of any minor 
who is a recipient into the work force 
through the following: 

1. job creation through public or private 
wage subsidies; 

2. on-the-job training; 
3. contracts (through public or private pro

viders) for job readiness, placement or post
employment services; 

4. vouchers for job readiness, placement or 
post-employment services; 

5. job support services (excluding child 
care) if not otherwise available; and 

6. technical assistance and related services 
that lead to self-employment through the 
microloan demonstration program under sec
tion 7(m) of the Small Business Act. 

Contracts or vouchers for job placement 
services using welfare-to-work funds must 
require that at least one-half of the payment 
be withheld until after the person placed in 
a job has been at work for at least six 
months. 

CONFERENCE AGREEMENT 

The conference agreement adopts most 
provisions of the House bill and Senate 
amendment on allowable activities, but adds 
permission for States to spend welfare-to
work fund on community service and work 
experience programs, and it drops the exclu
sion of child care from allowable job support 
services. 

The conference agreement follows the Sen
ate amendment to require that contracts or 
vouchers for job placement services sup
ported by welfare-to-work fund must with
hold at least one-half of the payment until 
after the person has been at work for at least 
six months. The conference agreement fol
lows the Senate amendment by dropping the 
House provision specifying that PICs cannot 
use funds to provide direct services. 

The conference agreement adopts the pro
vision in the House bill and the Senate 
amendment specifying that funds are subject 
to the 15 percent administrative cap and may 
be used for job placement or to fund Indi
vidual Development Accounts. 

o. Eligible Individuals 
CURRENT LAW 

No provision 
HOUSE BILL 

Committee on Ways and Means 
90 percent of funds must be expended on 

TANF recipients who have received assist
ance for at least 30 months (whether or not 
consecutive); OR who are within 12 months 
of reaching the time limit; AND who meet at 
least two of the following criteria: 

1. are not high school graduates or do not 
have GED and have low skills in reading and 
math; 

2. require substance . abuse treatment for 
employment; 

3. have a poor work history. 
The Secretary shall prescribe regulations 

necessary to interpret these criteria. 
Committee on Education and the Workforce 

90 percent of funds must be expended on 
TANF recipients who have received assist
ance for at least 30 months (whether or not 
consecutive); OR who are within 12 months 
of reaching the time limit; OR who meet at 
least two of the following criteria: 

1. are not high school graduates or do not 
have GED and have low skills in reading and 
math; 

2. require substance abuse treatment for 
employment; 

3. have a poor work history. 
SENATE AMENDMENT 

90 percent of funds must be expended on 
TANF recipients who have received assist
ance for at least 30 months (whether or not 
consecutive); OR who are within 12 months 
of reaching the time limit; OR who meet at 
least two of the following criteria: 

1. are not high school graduates or do not 
have GED and have low skills in reading and 
math; 

2. require substance abuse treatment for 
employment; 

3. have a poor work history. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill (Ways and Means) on target cri-

teria, but modifies the provision to require 
that at least 70 percent of funds (instead of 
90 percent) must be spent on the specified 
groups, with a modification that non-high 
school graduates have low skills in reading 
OR mathematics rather than reading AND 
mathematics. States may spend up to 30 per
cent of funds on individuals (including non
custodial parents of minors whose custodial 
parent is a TANF recipient) who have the 
characteristics of long-term recipients, with 
the clarification that funds not spent for 
these purposes shall be used for the same 
purposes as the 70 percent spent on specified 
groups. The conference agreement follows 
the House bill so that the Secretary must 
prescribe necessary regulations within 90 
days after the date of enactment. 

p. Interaction with T ANF 
CURRENT LAW 

No provision. 
HOUSE BILL 

Adults who received TANF for 60 months 
are eligible for assistance from the welfare
to-work program. Assistance to individuals 
from welfare-to-work funds is not counted as 
TANF assistance for purposes of the TANF 
60-month time limit. Welfare-to-work is con
sidered assistance for purposes of other 
TANF requirements; for example, work par
ticipation, child support, and data reporting. 
States must adopt the welfare-to-work plan 
as an addendum to their TANF State plan. 
States must be eligible TANF States for the 
fiscal year. 

SEN ATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
identical provisions in the House bill and the 
Senate amendment with two modifications. 
It provides authority to provide assistance 
to those who have reached the TANF 60-
month limit. It also clarifies that assistance 
to individuals from welfare.-to-work funds 
does not count toward the TANF 60-month 
time limit. Months when cash assistance is 
provided, directly or indirectly (for example, 
wage subsidies), count toward the 60-month 
limit. 

q. Evaluation 
CURRENT LAW 

No provision. 
HOUSE BILL 

The Secretary of HHS must develop, in 
consultation with the Secretary of Labor, a 
plan · to evaluate use of welfare-to-work 
grants. States must agree to negotiate with 
the Secretary of HHS on the substance and 
cooperate with the conduct of an evaluation; 
0.5 percent of funds is reserved for HHS eval
uation. The Secretary is urged to include the 
following measures: 

1. placements in the labor force and place
ments that last at least six months; 

2. placements in the private and public sec
tors; 

3. earnings of ind.ividuals who obtain em
ployment; 

4. average expenditures per placement. 
The Secretary of HHS, in consultation 

with the Secretary of Labor and the Sec
retary of HUD, must report to Congress on 
projects funded under the welfare-to-work 
program and on the evaluations of projects. 
An interim report is due January 1, 1999, and 
a final report is due January 1, 2001. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
identical provisions in the House bill and the 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16485 
Senate amendment. with the modification 
that 0.8 percent of total funds is reserved for 
evaluations, including $6 million for evalua
tion of abstinence education programs. 

r. Data Reporting 
CURRENT LAW 

States are required to collect on a monthly 
basis and report to the Secretary on a quar
terly basis specified information about fami
lies receiving TANF assistance. Information 
on the demographic and financial character
istics of TANF families is reported as 
disaggregated case records, and may be based 
on a sample of TANF families. In addition to 
the disaggregated case records, States are re
quired to report aggregate information on 
total expenditures, Federal funds used to 
cover administrative costs, the number of 
noncustodial parents participating in work 
activities, and transitional services. The 
Secretary has the authority to regulate and 
define the data elements for the required re
ports. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

Recipients of welfare-to-work funds are 
subject to TANF reporting requirements. In 
addition to the information required of all 
TANF families, States are required to report 
additional information on families with a 
member receiving welfare-to-work assist
ance, including the types of welfare-to-work 
activities they engaged in, the amount ex
pended for the recipient in the activity, and 
information about their employment or 
training status when their welfare-to-work 
assistance ends. Additionally, separate infor
mation on aggregate welfare-to-work ex
penditures, administrative costs, and non
custodial parents in the welfare-to-work pro
gram is required. 
2. Workfare- Rules for Community Service and 

Work Experience Programs 
CURRENT LAW 

States may establish work experience and 
community service programs in which TANF 
recipients may be required to work as a con
dition of receiving their grant. These pro
grams are often called "workfare." The De
partment of Labor has held that workfare 
participants may be considered " employees" 
and thus would be covered by the Fair Labor 
Standards Act (FLSA), which sets hour and 
wage standards, and other employment laws. 

HOUSE BILL 

Work experience and community service 
programs are designed to improve the em
ployability of participants through actual 
work experience or training. Such programs 
are limited to projects which serve a useful 
public purpose. Participants may not be 
placed in private, for-profit organizations 
and may not be required to participate for 
more hours than the combined value of their 
TANF and Food Stamp benefits minus child 
support collected and retained by the State, 
divided by the greater of the Federal or 
State minimum wage. Participants engaged 
in work experience and community service 
programs are not entitled to a salary or 
work or training expenses and are not enti
tled to any other compensation for work per
formed. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment (no provision). 

2a. Sanctions 
CURRENT LAW 

No provision (see above). 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Notwithstanding· minimum wage require
ments, States retain the ability to sanction 
a family for noncompliance with program 
rules. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
3. Counting Any Other Work Activity for Re

cipients With Sufficient Participation in 
Workfare Programs 

CURRENT LAW 

TANF law requires single adult parents to 
engage in " work activities" for an average of 
20 hours weekly in Fiscal Years 1997 and 1998 
(more in later years) and requires that all 20 
hours be spent in specified "priority" activi
ties (not including, for instance, job skills 
training). In Fiscal Year 1999, when required 
work hours for those without a preschooler 
climb to 25 hours, 5 hours credit may be re
ceived for lower priority work activities. 
(Required weekly work hours for 2-parent 
families are 35, with 30 in " priority" activi
ties.) TANF law also places time limits on 
vocational educational training (12 months 
per person) and job search. 

HOUSE BILL 

Participants in work experience and com
munity service programs who do not meet 
the hourly work requirements when min
imum wage is taken into account can meet 
the remaining hours of the work require
ment by participating in any other work ac
tivity. States must treat persons who par
ticipate enough hours, calculated at the min
imum wage, to equal their combined TANF/ 
food stamp benefits (less child support col
lections not distributed to them) as engaged 
in work if they make up any shortfall in re
quired hours by time spent in other work ac
tivity. 

The provision provides an alternative 
method for a TANF recipient to meet the 
hourly work requirements. It does not pre
clude a recipient from meeting the hourly 
work requirements through other means. 
For example, a single parent with a child 
under age 6 would meet hourly work require
ments by engaging in work for 20 hours per 
week. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment (no provision). 
4. Protections for employees and TAN F partici

pants 
CURRENT LAW 

Although a TANF recipient may fill a va
cant employment position, no adult in a 
T ANF work activity may be employed or as
signed when another person is on layoff from 
the same or any substantially equivalent 
job; or if the employer has caused an invol
untary workforce reduction in order to fill 
the resulting vacancy with a TANF recipi
ent. These provisions do not preempt or su
persede any State or local law that provides 
greater protection against displacement. 
TANF-funded activities are subject to the 
Age Discrimination Act, the Americans with 
Disabilities Act, Title VI of the Civil Rights 
Act, and Sec. 504 of the Rehabilitation Act. 

HOUSE BILL 

Displacement: Participants in activities 
funded by welfare-to-work funds and TANF 
may fill a vacant employment position in 
order to engage in a work activity, except 
when another individual is on layoff from 
the same or substantially equivalent job or if 
the employer has caused an involuntary re
duction in the workforce with the intention 
of filling the vacancy with the participant . . 

Impairment of contracts: The work activ
ity cannot impair an existing contract for 
services or collective bargaining agreement. 
Any activity that would impair an existing 
contract or agreement cannot be undertaken 
without written consent of the labor organi
zation and employer. 

Health and safety: Otherwise applicable 
Federal and State health standards shall 
apply to all TANF and welfare-to-work par
ticipants engag·ed in a work activity. 

Nondiscrimination: Adds gender to the 
other nondiscrimination provisions applica
ble to TANF and welfare-to-work partici
pants. 

Grievance procedure: States must establish 
grievance procedures for employees alleging 
nondisplacement violations and for TANF 
and welfare-to-work participants who allege 
violations of provisions regarding non
displacement, health and safety standards, 
or gender discrimination. The procedure 
must include an opportunity for a hearing. 

Remedies: States must provide remedies 
for violations of anti-displacement, health 
and safety, and anti-discrimination protec
tions, which may include reinstatement of 
an employee with payment of lost wages and 
benefits, reestablishment of terms, condi
tions and privileges of employment, and 
where appropriate, other equitable relief. 

SENATE AMENDMENT 

Displacement: Participants in activities 
funded by welfare-to-work funds cannot dis
place current employees (including a reduc
tion in hours, wages, or benefits) or be em
ployed in a job resulting from a layoff or a 
workforce reduction to create the vacancy or 
in a job that impairs promotional opportuni
ties for current employees. 

Impairment of contracts: Existing con
tracts for services or collective bargaining 
agreements cannot be impaired by a work 
activity; any activity inconsistent with a 
collective bargaining agreement cannot be 
undertaken without the written consent of 
the labor organization and employer. 

Health and safety: Otherwise applicable 
Federal and State health and safety stand
ards, as well as workers' compensation, 
apply to welfare-to-work participants. 

Grievance procedures: States must estab
lish grievance procedures which include an 
opportunity for a hearing within 60 days, 
with appeal rights to the Secretary of Labor. 

Investigation: Requires the Secretary of 
Labor to investigate alleged violations of 
nondisplacement and health and safety pro
visions if decision on alleged complaint is 
not reached within 60 days and either party 
appeals; or if decision is reached and ap
pealed. 

Remedies: Remedies are limited to suspen
sion or tetmination of payments, prohibition 
of placement with an employer who violated 
these provisions, reinstatement of the em
ployee and payment of lost wages and bene
fits, or equitable relief. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment by applying the specified 
protections to welfare-to-work participants 
but not all TANF participants engaged in 
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work activities. The agreement follows the 
House bill regarding displacement, with the 
modification that an involuntary reduction 
in hours to less than full-time work is pro
hibited and the clarification that State laws, 
if broader, are not preempted by this federal 
provision. With regard to impairment of con
tracts, the conference agreement follows the 
Senate amendment, with clarification that 
an activity that would "violate" a collective 
bargaining agreement cannot be undertaken 
without written consent of the labor organi
zation and employer. The conference agree
ment follows the House bill and the Senate 
amendment on health and safety protec
tions. 

The conference agreement follows the 
House bill on nondiscrimination protections. 
On grievance procedures, the conference 
agreement follows the House bill with the 
modification that States have the option of 
continuing any sanctions during the griev
ance procedure. In addition, the State griev
ance procedure must include an opportunity 
for appeal to a State agency other than the 
agency administering the State welfare-to
work program; however, this condition will 
be satisfied by the allowance of appeals to an 
independent review board within the agency 
administering the State welfare-to-work pro
gram. On investigations, the conference 
agreement follows the House bill (thus, there 
is no provision). The conference agreement 
follows the Senate amendment on remedies. 
5. Limit on Vocational Educational Training as 

a Work Activity 
CURRENT LAW 

The law restricts to 20 percent the propor
tion of TANF recipients " in all families and 
in 2-parent families" who may be treated as 
engaged in work for a month by reason of 
participating in vocational educational 
training or, if single teenage household 
heads without a high school diploma, by rea
son of satisfactory attendance at secondary 
school or participation in education directly 
related to employment. 

HOUSE BILL 

The provision adopted by the Committee 
on Ways and Means clarifies the limit on the 
number of persons who may be treated as en
gaged in work by reason of participation in 
vocational educational activities as 30 per
cent of individuals in all families and in two
parent families, respectively, who are en
gaged in work for a month. Teen heads of 
households who are deemed to be meeting 
the work requirements by maintaining satis
factory school attendance or participating in 
education directly related to work are spe
cifically excluded from the cap. 

The provision adopted by the Committee 
on Education and the Workforce clarifies the 
limit on the number of persons who may be 
treated as engaged in work by reason of par
ticipation in vocational educational activi
ties as 20 percent of individuals in all fami
lies and in two-parent families, respectively, 
who are engaged in work for a month or 
deemed to be engaged in work by reason of 
being teen heads of households who are 
maintaining satisfactory school attendance 
or participating in education directly related 
to work. 

SENATE AMENDMENT 

Allows 20 percent of persons in all families 
and in two-parent families (other than those 
headed by teen parents without a high school 
diploma) to be treated as engaged in work by 
reason of participation in vocational edu
cational activities. Strikes the limit on the 
number of teen parents who may meet the 
work requirement by maintaining satisfac-

tory school attendance or participating in 
education directly related to work. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill (provision adopted by the Com
mittee on Ways and Means) so that the num
ber of persons who may be treated as en
gaged in work by reason of participation in 
vocational educational activities is limited 
to 30 percent of individuals in all families 
and in two-parent families, respectively, who 
are engaged in work for a month. The con
ference agreement provides that teen heads 
of households who are deemed to be meeting 
the work requirements by maintaining satis
factory school attendance or participating in 
education directly related to work are spe
cifically excluded from the cap for Fiscal 
Years 1998 and 1999. 
6. Limit on Transfer of TANF Funds 

CURRENT LAW 

States may transfer up to 30 percent of 
their TANF funds to the Title XX social 
services block grant and the Child Care and 
Development Block Grant (CCDBG), but no 
more than one-third of the total transfer 
may go to the former. Thus, for every $1 
transferred to Title XX, $2 must be trans
ferred to the child care block grant. TANF 
funds transferred to Title XX can be spent 
only· on children and families with income 
below 200 percent of the poverty guideline. 

HOUSE BILL 

Limits the amount transferable to Title 
XX to 10 percent of the TANF block grant 
without respect to any transfers to the Child 
Care and Development Block Grant. Up to 30 
percent may be transferred to the CCDBG, 
but total transfers are limited to 30 percent, 
and current law restrictions on funds trans
ferable into the Title XX program remain in 
effect. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 

7. Penalty Against State for Not Reducing 
Benefit of Recipient for Refusal to Work 

CURRENT LAW 

If an adult ·recipient refuses to engage in 
required work, the State must reduce aid to 
the family pro rata (or more, at State op
tion) or shall discontinue aid, subject to 
good cause and other exceptions of the State. 

HOUSE BILL 

A State shall be penalized between 1 per
cent and 5 percent of its TANF block grant 
if it fails to reduce a recipient's grant for re
fusing without good cause to participate in 
work. The Secretary is to impose the reduc
tion based on the degree of noncompliance. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 
8. Family Violence Exemptions from TAN F 

Rules 
CURRENT LAW 

TANF law gives the State an option to cer
tify that it has established and is enforcing 
standards to screen and identify recipients 
with a history of domestic violence, to refer 
them to counseling and supportive services, 
and to waive some program requirements, 
such as time limits (subject to the 20 percent 
limit on exemptions from the Federal 5-year 
time limit), for TANF recipients in cases 

where the requirements would make it hard
er for them to escape domestic violence or 
would unfairly penalize persons who have 
been victimized by domestic violence or 
those at risk of further violence. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Provides that: 
1. States shall not be subject to any nu

merical limitation in the granting of good 
cause waivers in accordance with the Family 
Violence Option; 

2. HHS shall exclude persons with a family 
violence waiver in determining a State's 
compliance with work participation rates 
and enforcement of the time limit. HHS shall 
exclude these persons in determining wheth
er to impose a penalty for a State's failure to 
meet participation rates, enforce the time 
limit, or enforce penalties requested by the 
child support agency against TANF recipi
ents for their failure to cooperate in estab
lishing paternity or in establishing, modi
fying, or enforcing a child support order 
without good cause; 

3. Prohibits the Federal Parent Locator 
Service from disclosing information (except 
to a court) if there is reasonable evidence of 
domestic violence or child abuse or if the 
health, safety, or liberty of a parent or child 
would be unreasonably put at risk by the dis
closure. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill (i.e. dropping the Senate provi
sion). Instead, the conference agreement re
quires that the General Accounting Office 
conduct a study of the effect of family vio
lence on the use of welfare programs. 
9. Penalty for Failure to Meet Minimum Partici

pation Rates 
CURRENT LAW 

TANF law requires the HHS Secretary to 
reduce a State 's TANF block grant if it falls 
short of the required work participation 
rate. For the first year of failure, the pen
alty is not more than 5 percent of the grant; 
in subsequent years, annual penalties would 
rise by 2 percentage points per year; e.g., up 
to 7 percent in second year, 9 percent in the 
second year, and so forth-with a maximum 
cumulative penalty of 21 percent. States 
must replace Federal funds lost because of 
penalties with funds of their own. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Requires penalty of 5 percent for first fail
ure (7 percent for next, rising to a maximum 
of 21 percent). Adds proviso that the Sec
retary may reduce the penalty if noncompli
ance is due to " extraordinary circumstances, 
such as a natural disaster or regional reces
sion." In this case, the Secretary must jus
tify the penalty reduction to Congress in 
writing. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
10. Data Collection About T ANF Families 

CURRENT LAW 

TANF law requires States to report quar
terly information about recipient families. 
One question asks whether a child receiving 
TANF or an adult in the family is disabled. 

HOUSE BILL 

Revises and expands the current question. 
Requires States to report: whether a child or 
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adult in a TANF recipient family is receiv
ing disability benefits under specified provi
sions of the Social Security Act; namely, 
section 202, section 223, Title XIV (for needy 
adults in the outlying areas), Title XVI (Fed
eral SSI), or Title XVI (State supplements to 
SSI). 

SENATE AMENDMENT 

Broadens the question about disability sta
tus to include benefits outside the Social Se
curity Act. Requires States to report wheth
er a TANF child or adult is receiving "Fed
eral disability insurance benefits or benefits 
based on Federal disability status." 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. (This provision appears in 
the section on technical corrections.) 

II. SUPPLEMENTAL SECURITY INCOME 
11. Requirement to Perform Childhood Disability 

Redeterminations in Missed Cases 
CURRENT LAW 

By August 22, 1997 (one year after the date 
of enactment of P.L. 104-193), the Commis
sioner of the Social Security Administration 
(SSA) is expected to redetermine the eligi
b111ty of any child receiving SSI benefits on 
August 22, 1996, whose eligibility may be af
fected by changes in childhood disability eli
gibility criteria, including the new definition 
of childhood disability and the elimination 
of the individualized functional assessment. 
Benefits of current recipients wlll continue 
until the later of July 1, 1997 or a redeter
mination assessment. Should a child be 
found ineligible, benefits will end following 
redetermination. Within 1 year of attain
ment of age 18, SSA is expected to make a 
medical redetermination of current SSI 
childhood recipients using adult disability 
eligibility criteria. For low birth weight ba
bies, a review must be conducted within 12 
months after the birth of a child whose low 
birth weight is a contributing factor to his 
or her disability. 

HOUSE BILL 

This provision extends from 1 year after 
the date of enactment to 18 months after the 
date of enactment the period by which SSA 
must redetermine the eligibility of any child 
receiving benefits on August 22, 1996 whose 
eligibility may be affected by changes in 
childhood disability. The provision also 
specifies that any child subject to an SSI re
determination under the terms of the welfare 
reform law whose redetermination does not 
occur during the 18-month period following 
enactment (that is, by February 22, 1998) is 
to be assessed as soon as practicable there
after using the new eligibility standards ap
plied to other children under the welfare re
form law. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 
12. Repeal of Maintenance-of-Effort Require

ment for Optional State Supplementation of 
SS! Benefits · 

CURRENT LAW 

States have an option to supplement the 
Federal SSI payment with their own funds. 
States that operate optional supplemen
tation programs are required by Section 1618 
of the Social Security Act to "pass along" 
the amount of any Federal SSI benefit in
crease to recipients. The law allows States 
to comply with this requirement by either 
maintaining their supplementary payment 

levels to recipients of a given type at or 
above 1983 levels or by maintaining their 
supplementary payments at a level that, 
when combined with Federal payments, at 
least equals combined payments to the same 
type of recipients during the previous 12 
months. In effect, Section 1618 requires that 
once a State elects to provide supplementary 
payments, it must continue to do so. 

HOUSE BILL 

The House Bill repeals Section 1618, ending 
the requirement that States pass along any 
Federal benefit increase to recipients. 

SENATE AMENDMENT 

No provision. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment (no provision). 

13. Fees for Federal Administration of State 
Supplementary Payments 

CURRENT LAW 

The law requires the Commissioner of So
cial Security to assess an administration fee 
for making State supplementary SSI pay
ments (optional or mandatory) on behalf of 
States. For Fiscal Year 1997 and each suc
ceeding fiscal year, the fee is $5.00 monthly 
or a different rate that the Commissioner de
termines to be appropriate for the State. The 
administration fees-along with any addi
tional service fees that the Commissioner 
imposes to cover costs-are deposited in the 
general fund of the Treasury as miscella
neous receipts. 

HOUSE BILL 

The House Bill increases fees for admin
istering State supplements (optional or man
datory) as follows: 

For Fiscal Year 1998 ........................ $6.20 
For Fiscal Year 1999 . .. .. . . . . . . . . . . . . . . . .. . . $7 .60 
For Fiscal Year 2000 ........................ $7.80 
For Fiscal Year 2001 ............. ........... $8.10 
For Fiscal Year 2002 ............. ........... $8.50 
For Fiscal Year 2003 and each succeeding 

fiscal year, the rate in the preceding year, 
adjusted for price inflation (by use of the 
Consumer Price Index); or a different rate 
that the Commissioner determines to be ap
propriate for the State. 

The first $5 in monthly administration 
shall be deposited in the general fund of the 
Treasury as miscellaneous receipts. The re
maining portion of administration fees (and 
100 percent of additional services fees) shall, 
upon collection for Fiscal Year 1998 and later 
years, be credited to a special Treasury fund 
to be available to defray expenses in car~ 
rying out SSI and related laws. 

The b111 authorizes $35 million to be appro
priated from the new special Treasury fund 
for Fiscal Year 1998 and "such sums as are 
necessary" for later years. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill, with the modification that ad
ministration fees authorized by this section 
to be charged and credited to a special fund 
established in the Treasury for State supple
mentary payment fees shall not be scored as 
receipts under section 252 of the Balanced 
Budget and Emergency Deficit Control Act 
of 1985; such amounts shall be credited as a 
discretionary offset to discretionary spend
ing to the extent they are made available for 
expenditure in appropriations Acts. 

III. CHILD SUPPORT ENFORCEMENT 
14. Clarification of Authority to Permit Certain 

Redisclosures of Wage and Claim Informa
tion 

CURRENT LAW 

P.L. 104-193 gives HHS the authority to ob
tain information about the wages and unem
ployment compensation paid to individuals 
from State unemployment compensation 
agencies for the State Directory of New 
Hires. The State Directory of New Hires is 
then to furnish this wage and unemployment 
compensation claim information, on a quar
terly basis, to the National Directory of New 
Hires. The law also requires State unemploy
ment compensation agencies to establish 
such safeguards as the Secretary of Labor 
determines are necessary to insure that the 
information disclosed to the National Direc
tory of New Hires is used only for the pur
pose of administering programs under State 
plans approved under the Child Support En
forcement program, the TANF block grant, 
and for other purposes authorized in section 
453 of the Social Security Act (as amended 
by P.L. 104-193). 

HOUSE BILL 

Clarifies that HHS may disclose wage and 
unemployment compensation information 
contained in the Directory of New Hires to 
the Department of Treasury, the Social Se
curity Administration, and to State Child 
Support Enforcement agencies. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 
IV. RESTRICTING WELFARE AND PUBLIC 

BENEFITS FOR ALIENS 
15. Extension of SSJ!Medicaid Eligibility Period 

for Refugees and Certain Other Qualified 
Aliens From 5 to 7 Years 

CURRENT LAW 

Provides 5-year exemption from: (1) the bar 
against SSI and Food Stamps; and (2) the 
provision allowing States to deny "qualified 
aliens" access to Medicaid, TANF, and So
cial Services Block Grant for refugees, 
asylees, and aliens granted withholding of 
deportation for persecution. 

HOUSE BILL 

Lengthens from 5 years to 7 years the pe
riod during which SSI and Medicaid eligi
bility is guaranteed to refugees, asylees, and 
aliens whose deportation has been withheld. 

SENATE AMENDMENT 

Similar to House, except also clarifies that 
Cuban-Haitian entrants would be considered 
''refugees." 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
16. Definition: "Qualified Aliens" 

CURRENT LAW 

Defined by P.L. 104-193 (as amended by P.L. 
104-208) as aliens admitted for legal perma
nent residence (i.e., immigrants), refugees, 
aliens paroled into the United States for at 
least 1 year, aliens granted asylum or related 
relief, and certain abused spouses and chil
dren. Most Cuban/Haitian entrants are pa
roled for 1 year and, as such, are " qualified 
aliens." Amerasians enter as immigrants 
and, as such, are qualified aliens. 

HOUSE BILL 

Specifies that Cuban and Haitian entrants 
and Amerasian permanent resident aliens 
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are to be considered qualified aliens for pur
pose of continuing SSI and Medicaid eligi
bility of those who were receiving benefits 
on August 22, 1996. 

SENATE AMENDMENT 

Specifies Cuban and Haitian entrants are 
qualified aliens for purpose of continuing 
SSI and Medicaid eligibility of those who 
were receiving benefits on August 22, 1996 
(see below regarding treatment of 
Amerasians). 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
17. SSI Eligibility for Noncitizens Receiving SS! 

on August 22, 1996 
CURRENT LAW 

Most "qualified aliens" are barred from 
Supplemental Security Income (SSI) for the 
Aged, Blind, and Disabled. Current recipients 
must be screened for continuing eligibility 
by September 30, 1997. 

HOUSE BILL 

"Qualified aliens" receiving SSI benefits 
on August 22, 1996 would remain eligible for 
SSL Applies to both the aged and disabled. 

SENATE AMENDMENT 

Similar to House, but clarifies that ban 
does not apply to an alien who is "lawfully 
residing in any State." 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with the modification that 
the ban does not apply to an alien who is 
"lawfully residing in the United States." 
The conference agreement clarifies that non
qualified aliens who are current SSI recipi
ents would remain eligible for SSI and guar
anteed Medicaid until October l, 1998. 
18. SSJ Eligibility for Noncitizens Here by Au

gust 22, 1996 and Subsequently Disabled 
CURRENT LAW 

Not eligible under current law (unless oth
erwise exempt from ineligibility). 

HOUSE BILL 

No provision (thus eligibility continues be
yond September 30, 1997 only for those re
ceiving benefits as of August 22, 1996; see 
above). 

SENATE AMENDMENT 

Eligibility for SSI disability benefits pro
vided for "qualified aliens" here by August 
22, 1996 who subsequently become disabled. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with the modification that 
benefits are to be provided to aliens "law
fully residing in the United States" on Au
gust 22, 1996. 
19. SS! Eligibility for the Severely Disabled 

CURRENT LAW 

No provision for eligibility of severely dis
abled "qualified aliens" beyond continued 
coverage through September 30, 1997 of those 
on rolls as of August 22, 1996. 

HOUSE BILL 

No special provision for the severely dis
abled. Eligibility of those on the rolls as of 
August 22, 1996 would continue (see above). 

SENATE AMENDMENT 

Provides for coverage of future severely 
disabled "qualified aliens" who are unable to 
naturalize solely because of their disability. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill (no provision). However, qualified 
aliens present in the U.S. on August 22, 1996 

who subsequently become disabled would be 
eligible for SSI (see item 18 above). 
20. SS! Eligibility for SS! Recipients with Appli

cations Filed Before January 1, 1979 
CURRENT LAW 

Not eligible under current law beyond Sep
tember 30, 1997 unless can prove citizenship 
(or are otherwise exempt because of work 
record or veteran status). 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Individuals who have been receiving SSI on 
basis of an application filed before January 
1, 1979 would continue to be eligible unless 
there is convincing evidence that they are 
non-qualified aliens. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
21. Medicaid eligibility for noncitizens receiving 

SSJ on August 22, 1996 
CURRENT LAW 

States may exclude "qualified aliens" who 
entered the United States before enactment 
of the welfare law (August 22, 1996) from 
Medicaid beginning January 1, 1997. Addi
tionally, to the extent that legal immi
grants' receipt of Medicaid is based only on 
their eligibility for SSI, some will lose Med
icaid because of their ineligibility for SSL 

HOUSE BILL 

"Qualified aliens" who were receiving de
rivative Medicaid benefits on August 22, 1996 
as a result of receipt of SSI would remain el
igible for Medicaid. 

SENATE AMENDMENT 

Similar to House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
22. Food stamp eligibility 

CURRENT LAW 

"Qualified aliens" here before August 22, 
1996 are barred from food stamps by August 
22, 1997; new arrivals are barred from date of 
entry. 

HOUSE BILL 

No derivative eligibility from SSI eligi
bility; i.e., no change in existing law. 

SENATE AMENDMENT 

No derivative eligibility from SSI eligi
bility; i.e., no change in existing law. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
23. Medicaid eligibility for children 

CURRENT LAW 

"Qualified aliens" entering after August 
22, 1996 are barred from all but emergency 
Medicaid for their first 5 years after entry, 
at which point their participation is a State 
option; no special provision is made for chil
dren. 

HOUSE BILL 

No change in existing law. 
SENATE AMENDMENT 

Exempts " qualified alien" children under 
age 19 entering after August 22, 1996 from the 
5-year bar on full Medicaid. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill (no provision). 
24. SSI!Medicaid eligibility for permanent resi

dent aliens who are members of an Indian 
tribe 

CURRENT LAW 

Makes no exception for qualified aliens 
who are Native Americans. Section 289 of the 

Immigration and Nationality Act of 1952 
(INA) preserves the right of free passage rec
ognized in the Jay Treaty of 1794 by allowing 
"American Indians born in Canada" 
unimpeded entry and residency rights if they 
"possess at least 50 per centum of blood of 
the American Indian race." By regulation, 
individuals who enter the U.S. and reside 
here under this provision are regarded as 
lawful permanent resident aliens. 

HOUSE BILL 

Excepts members of federally recognized 
American Indian tribes who are lawfully ad
mitted for permanent residence from the SSI 
(and derivative Medicaid if applicable) re
strictions on qualified aliens. 

SENATE AMENDMENT 

Excepts (1) members of federally recog
nized tribes and (2) American Indians who 
come under Sec. 289 of the INA from the SSI 
(and derivative Medicaid if applicable) re
strictions on qualified aliens. Makes similar 
exceptions to the 5-year bar on benefits for 
newly arriving qualified aliens. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with clarifying amend
ments. 
25. Amerasians 

CURRENT LAW 

Amerasians enter as immigrants and, as 
such, are qualified aliens. 

HOUSE BILL 

Considered to be "qualified aliens" for pur
pose of continued eligibility for SSI for those 
here by August 22, 1996. 

SENATE AMENDMENT 

Amerasians would be made eligible for ben
efits on same basis as refugees. Provides for 
funding through $100 processing fees to be 
levied on unlawfully present aliens who are 
ordered removed after having been convicted 
in the U.S. of a felony. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment, with the modification that 
the funding provision is dropped. 
26. Verification of eligibility for state and local 

public benefits 
CURRENT LAW 

Requires verification that applicants for 
federal benefits are eligible for the benefits, 
and that States administering such pro
grams have a verification system. 

HOUSE BILL 

Authorizes State and local governments to 
verify eligibility for State or local public 
benefits. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 

V. UNEMPLOYMENT COMPENSATION 

27. Clarifying provision relating to base periods 
CURRENT LAW 

A "base period" is used to measure a 
claimant's covered wages for eligibility de
termination. Each State sets its base period, 
and most use the first 4 of the last 5 com
pleted calendar quarters. A Federal court de
cision in Illinois (in the Pennington case) 
has ruled that the State's choice of base pe
riod does not ensure full payment of benefits 
when due as Federal law requires . 

HOUSE BILL 

A State's decision of which base period to 
use will not be considered a provision for a 
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method of administration to which the 
"when due" clause of Federal law applies. 
This means States would have complete au
thority in setting base periods for deter
mining eligibility for benefits. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 
28. Increase in Federal unemployment account 

ceiling 
CURRENT LAW 

The Federal Unemployment Account 
(FUA), a reserve account in the Unemploy
ment Trust Fund, provides authority for 
loans to insolvent State benefit accounts in 
the trust fund. If FUA's assets exceed 0.25 
percent of wages in covered employment, ex
cess assets are transferred to certain other 
trust fund accounts, including State benefit 
accounts if Federal accounts are at their 
ceilings. 

HOUSE BILL 

The ceiling on FUA assets will be increased 
to 0.5 percent of wages in covered employ
ment for Fiscal Year 2002 and subsequent 
years. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
29. Special distribution to states from unemploy

ment trust fund 
CURRENT LAW 

80 percent of Federal unemployment tax 
revenue is credited to the Employment Secu
rity Administration Account (ESAA) of the 
Unemployment Trust Fund. Up to 95 percent 
of these funds may be appropriated annually 
for grants to States for program administra
tion. The distribution of the appropriation 
among the States is determined by the U.S. 
Secretary of Labor based on each State's ex
pected caseload and its agency's cost struc
ture. At the end of each fiscal year, ESAA 
funds in excess of 40 percent of the prior 
year's appropriation are transferred to other 
accounts. 

HOUSE BILL 

ESAA funds up to $100 million that would 
otherwise be transferred to other accounts at 
the end of a fiscal year will instead be made 
available to each State in the same propor
tion as the State's share of funds appro
priated for administration for that fiscal 
year. Excess ESAA funds greater than $100 
million will be transferred to FU A without 
regard to that account 's ceiling. This provi
sion applies for Fiscal Year 1999, Fiscal Year 
2000, and Fiscal Year 2001. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
30. Interest-free advances to state accounts in 

unemployment trust fund restricted to states 
which meet funding goals 

CURRENT LAW 

Each State decides how to fund benefit 
payments and the extent to which reserves 
are accumulated to meet future obligations. 
States that borrow Federal funds to pay ben
efits receive interest-bearing repayable 
loans. 

HOUSE BILL 

A "funding goal" is established as the av
erage annual benefit payment during the 3-

year period within the past 20 years when 
benefit payments were the largest. A State 
must meet this funding goal to be eligible 
for interest-free advances of Federal funds to 
its Unemployment Trust Fund benefit ac
count. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill, with the modification that the 
Secretary is to establish appropriate funding 
goals for States. 
31. Exemption of service performed by election 

workers from the Federal unemployment tax 
CURRENT LAW 

Federal law requires States to cover most 
jobs in State and local governments. Certain 
exceptions to coverage are allowed, but elec
tion workers are not identified as an ex
cepted group. 

HOUSE BILL 

An election official or election worker 
could be excluded from coverage if the indi
vidual's calendar-year pay as an election of
ficial or election worker is less than $1,000. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 
32. Treatment of certain services performed by 

inmates 
CURRENT LAW 

Although Federal law requires States to 
cover most jobs in State and local govern
ments, an exception is allowed for services 
performed for a governmental agency by in
mates of custodial or penal institutions. 
However, wages earned by inmates in pri
vate-sector jobs may still be covered under 
the broad coverage requirement that applies 
to private employment. 

HOUSE BILL 

The definition of private-sector employ
ment subject to coverage would exclude serv
ice performed by an inmate of a penal insti
tution. This exclusion would apply for serv
ice performed after March 26, 1996. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment, with 
the modification that the exclusion would 
apply for service performed after January 1, 
1994. 
33. Exemption of service performed for an ele

mentary or secondary school operated pri
marily for religious purposes from the Fed
eral unemployment tax 

CURRENT LAW 

Although States are required to cover 
most jobs in nonprofit organizations, an ex
ception is allowed for employment subject to 
supervision or control by a church or asso
ciation of churches. 

HOUSE BILL 

The exception for jobs under church con
trol is broadened to include employment in 
an elementary or secondary school operated 
primarily for religious purposes (including 
religious schools operated by lay boards). 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 

34. State program integrity activities for unem
ployment compensation 

CURRENT LAW 

States receive Federal grants for program 
administration. While funds have sometimes 
been designated for certain activities, gen
erally States have authority to use their 
grants as they choose for program adminis
tration. 

HOUSE BILL 

Appropriations for " program integrity ac
tivities" are authorized in the following 
amounts: 

Million 
Fiscal year: 

1998 ...... . ........................................... $89 
1999 .................................................. 91 
2000 .................................................. 93 
2001 .. ..... ........ ...... ...... .. .. ............... .... 96 
2002 .......... ......... ........ .. ... ................. . 98 
Program integrity activities are initial 

claims review, eligibility review, benefit 
payments control, and employer liability au
diting activities. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill. 

VI. TECHNICAL CORRECTIONS 

Note: Provisions of the House-passed Tech
nical Corrections Act (H.R. 1048) are iden
tical to those of the Senate-passed Technical 
Corrections Act (Subtitle M of Title V of S. 
947) except the items noted below. 
35. Inadvertent references to Internal Revenue 

Code 
CURRENT LAW 

No provision. 
HOUSE BILL 

Strikes one paragraph (number 7) of Sec. 
110(1) of P.L. 104-193, which made an inad
vertent change in the Internal Revenue 
Code. 

SENATE AMENDMENT 

Strikes additional paragraphs (numbers 1, 
4, and 5) which made inadvertent or obsolete 
changes in the Internal Revenue Code. 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
36. Expenditures to be excluded from historic 

state expenditures 
CURRENT LAW 

No provision. 
HOUSE BILL 

Clarifies that State funds spent as a condi
tion of receiving other Federal funds may 
not count toward the State maintenance of 
effort requirement; also makes a minor 
wording change to ensure that State spend
ing on JOBS is included in the maintenance
of-effort baseline (historic State expendi
tures). 

SENATE AMENDMENT 

Makes this change in conforming amend
ments to the welfare-to-work block grant 
(see item 1 above). Language is the same as 
that in the Ways and Means welfare-to-work 
provision. 

CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
37. Correction of references 

CURRENT LAW 

No provision. 
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HOUSE BILL 

No provision. 
SENATE AMENDMENT 

Strikes " amendment made by section 2103 
of the Personal Responsibility and Work Op
portunity" and inserts " amendments made 
by section 103 of the Personal Responsibility 
and Work Opportunity Reconciliation." 

CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment. 
38. Technical correction pertaining to Social Se

curity 
CURRENT LAW 

The two technical changes made in this 
section pertain to the definition of "quali
fied organization" that may serve as a rep
resentative payee, "final adjudication" as it 
applies to drug addicts and alcoholics, and 
cost-of-living increases as they apply to So
cial Security benefits. 

HOUSE BILL 

Makes minor changes in wording to im
prove clarity. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMEN'l' 

The conference agreement follows the Sen
ate amendment with the modification that 
only the provisions of subtitle B of H. R. 1048 
affecting title II of the Social Security Act 
are deleted. 

The provisions of Public Law 104-121 deny
ing Social Security and Supplemental Secu
rity Income disability benefits to drug ad
dicts and alcoholics used identical language 
in pegging the effective dates to the "final 
adjudication" of an individual's claim. Those 
provisions warrant clarification, since at 
least one court has already reached conclu
sions regarding their meaning that are con
trary to the intent of Congress. The con
ference agreement includes language clari
fying the effective date of the Supplemental 
Security Income provision only; it does not 
include parallel language clarifying the ef
fective date of the Social Security provision 
due only to procedural considerations ln the 
Senate regarding reconciliation bills. 
39. Timing of delivery of October 2000 SS! ben

efit payments 
CURRENT LAW 

Section 708 of the Social Security Act pro
vides that benefits for a month are paid in 
the preceding month if the regular pay date 
falls on a Saturday, Sunday, or Federal holi
day. Since the regular pay date for October 
2000 (October 1) falls on a Sunday, the check 
for that month, under current law, would be 
delivered on Friday, September 29, 2000. As a 
result, 13 months of SSI benefits would be 
paid in FY 1999. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement includes the 
technical modification that the date of deliv
ery of SSI benefits in October 2000 will be Oc
tober 2, 2000. It is the intention of conferees 
to return to this issue and work with the So
cial Security Administration to minimize 
any possible difficulties recipients might ex
perience as a result of this change. 
40. Clarification of the Contingency Fund 

CURRENT LAW 

States that have high unemployment (at 
least 6.5 percent and up 10 percent or more 

from the comparable period in at least one of 
the two preceding years) or a substantial in
crease in food stamp recipients (10 percent 
above same period of Fiscal Year 1994 or Fis
cal Year 1995, assuming the new law had been 
in effect throughout Fiscal Year 1994) are en
titled to matching grants out of a contin
gency fund, provided their State spending 
under the TANF program exceeds 100 percent 
of its 'historic ' level. Historic spending level 
is Fiscal Year 1994 State spending on AFDC, 
JOBS, Emergency Assistance, and AFDC-re
lated child care. Monthly payments from the 
contingency fund cannot exceed 1/12th of 20 
percent of the State TANF grant. 

HOUSE BILL 

The contingency fund operates in two 
stages: (1) States get an advance payment of 
1/12th of 20 percent of their block grant every 
month that they meet the trigger and then 
for 1 month after they no longer meet the 
trigger; and (2) an annual reconciliation is 

. performed in which States are required to 
remit money they did not deserve, usually · 
because either they did not achieve the 100 
percent maintenance of effort requirement 
or they financed more of the extra spending 
from contingency fund advances than they 
should have. The primary change is how the 
annual reconciliation is conducted. Gen
erally, countable expenditures are sub
tracted from historic State expenditures to 
compute a new measure called reimbursable 
expenditures. Countable expenditures are de
fined as qualified State expenditures (as de
fined in the Act) under the T ANF program 
(minus spending on child care) plus expendi
tures made by States from contingency fund 
monthly advances. Historic State expendi
tures are the same as under the Act except 
that spending on AFDC-related child care is 
not counted. The amount to which States 
are entitled under the contingency fund 
equals reimbursable expenditures times the 
State Medicaid match rate times the number 
of months in the year during which States 
were eligible divided by 12. This formula pro
vides States with a Federal match on the 
amount of money they spent under the 
TANF program out of State funds that ex
ceed the State's historic State expenditures 
prorated for the number of months during 
the year the State was eligible for contin
gency payments. This section also contains a 
slight modification of language to clarify 
that the Medicaid matching rate formula 
itself, and not the values for each State pro
duced by the formula, is maintained as it ex
isted on September 30, 1995. 

The amendment retains the policy of only 
counting State expenditures made under the 
TANF program toward meeting contingency 
fund spending requirements. It would permit 
States to count only the portion of qualified 
State expenditures made under the TANF 
program, and hence under the rules that 
apply to State expenditures under TANF, to
ward meeting contingency fund maintenance 
of effort and matching requirements. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
identical provisions in the House bill and the 
Senate amendment. 

VII. MISCELLANEOUS 
41 . Increase in the public debt limit 

CURRENT LAW 

The current statutory limit on the public 
debt is $5.5 trillion. 

HOUSE BILL 

The statutory limit would be increased to 
$5.950 trillion. This is sufficient debt author
ity until December 15, 1999. 

SENATE AMENDMENT 

Same as House. 
CONFERENCE AGREEMENT 

The conference agreement follows the 
House bill and the Senate amendment. 
42. Administration by non-governmental entity 

CURRENT LAW 

P.L. 104-193 allows States to " administer 
and provide services" under TANF, food 
stamps, and Medicaid through contracts 
with charitable, religious, or private organi
zations. However, basic provisions of food 
stamp and Medicaid law effectively require 
that eligibility be determined by a public of
ficial. Some elements of eligibility for the 
Special Supplemental Nutrition Program of 
Women, Infants, and Children (WIC) also 
must be determined by a public official. 

HOUSE BILL 

The House bill allows determinations of 
food stamp eligibility and Medicaid eligi
bility to be made by an entity that is not a 
State or local government, or by a person 
who is not an employee of a State or local 
government, that meets qualifications set by 
the State. The House bill provides that for 
purposes of any Federal law, these eligibility 
determinations shall be considered to be 
made by the State and by a State agency. 
The House bill stipulates that these provi
sions shall not be construed to affect eligi
bility conditions, the rights to challenge eli
gibility determinations or benefit rights, and 
determinations regarding quality control or 
error rates. 

SEN ATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement follows the Sen
ate amendment (no provision) . 
43. Earned income credit mandatory appropria

tion 
CURRENT LAW 

No provision. 
HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT 

The conference agreement specifies that. 
out of any funds in the Treasury not other
wise appropriated, there is appropriated to 
the Internal Revenue Service for Earned In
come Credit enforcement, in addition to 
other amounts for this purpose, the fol
lowing amounts: $138 million in FY 1998, $143 
million in FY 1999, $144 million in FY 2000, 
$145 million in FY 2001, and $146 million in 
FY 2002. 

STATEMENT OF MANAGERS 
SUBCONFERENCE ON STUDENT LOANS/OTHER 

(#8) BALANCED BUDGET ACT OF 1997 (H.R. 
2015/ s. 947) 

Subtitle B-Higher Education 
RECALL OF GUARANTY AGENCY RESERVES 

Note #1. 
HOUSE BILL 

The House bill requires the return of 
$1,000,000,000 in guaranty agency reserve 
funds. 

SENATE AMENDMENT 

The Senate amendment requires the return 
of $1,028,000,000 in guaranty agency reserve 
funds and defines reserve funds as any re
serve funds held by or under the control of 
any other entity. 

CONFERENCE AGREEMENT 

The Senate recedes. 
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Note #2. 

HOUSE BILL 

The House bill uses the term "required 
share" to describe each guaranty agency's 
share of recalled reserve funds. 

SENATE AMENDMENT 

The Senate amendment uses the term "eq
uitable share" to describe each guaranty 
agency's share of recalled reserve funds. 

CONFERENCE AGREEMENT 

The Senate recedes. 
Note #3. 

HOUSE BILL 

The House bill allows for accounting ad
justments approved by the Secretary in de
termining reserve ratios and ties the out
standing insurance obligations to September 
30, 1996. 

SENATE AMENDMENT 

The Senate amendment defines reserve 
funds as including funds held by, or under 
the control of, any other entity. 

CONFERENCE AGREEMENT 

The Senate recedes with an amendment 
adding at the end of the subparagraph "in
cluding amounts of outstanding loans trans
ferred to the guaranty agency from another 
guaranty agency." 

Note #4. 
HOUSE BILL 

The House bill includes all funds in excess 
of a 2-percent reserve ratio in an agency's re
quired share. 

SENATE AMENDMENT 

The Senate amendment includes all funds 
in excess of a 1.12-percent reserve ratio in an 
agency's equitable share. 

CONFERENCE AGREEMENT 

The Senate recedes with an amendment. 
The compromise amendment includes a 
three step formula for calculating the re
quired share for each guaranty agency. In 
step one, all funds in excess of a 2-percent re
serve ratio will be included in an agency's re
quired share. In step two, the total amount 
recalled under step one shall be subtracted 
from the total amount to be recalled under 
this part and the difference shall be cal
culated as a percentage of total remaining 
reserves. Each agency will then include this 
percentage of its remaining reserves in its 
required share with the exception that no 
agency will be required to reduce its reserve 
ratio below .58%. If an additional amount is 
required to meet the total recall, a third cal
culation shall be employed. The remaining 
amount required to meet the total recall 
after steps one and two shall be calculated as 
a percentage of the total reserves above .58% 
of all agencies with reserve levels above 
.58%. This percentage shall, in turn, be mul
tiplied by each agency's remaining reserves 
over a .58% level. This additional amount 
shall be included within the agency's re
quired share. If any agency fails to transfer 
its required share to its restricted account, 
the Secretary will attempt to obtain the 
shortage from the agency which fails to 
make the required payment. If, on Sep
tember l, 2002, after collecting funds from 
agencies which have failed to make required 
payments, the Secretary determines that the 
total amount within the restricted accounts 
is less than the amount required, the Sec
retary shall require the return of the amount 
of the shortage from other reserve funds held 
by guaranty agencies. 

Note #5. 
HOUSE BILL 

The House bill uses the term " required 
shares." 

SENATE AMENDMENT 

The Senate amendment uses the term "eq
uitable shares." 

CONFERENCE AGREEMENT 

The Senate recedes. 
Note #6. 
6a. 

HOUSE BILL 

The House bill requires five equal annual 
installments to the restricted accounts, ex
cept that a guaranty agency with a reserve 
ratio under 1.10-percent may make four 
equal annual installments beginning in 1999 
or in accord'ance with an agreement with the 
Secretary. 

SENATE AMENDMENT 

The Senate amendment provides that the 
transfer to the restricted accounts in the 
first year is based on all agencies combined 
transferring 20 percent. All amounts in ex
cess of a 2-percent reserve ratio would first 
be transferred and, then, equal percentag·es 
would come from each agency. In 1999 
through 2002, each agency must transfer 25 
percent of its remaining equitable share. 

CONFERENCE AGREEMENT 

The Senate recedes with an amendment in
corporating the compromise formula. (See 
note #4.) 

6b. 
HOUSE BILL 

The House bill allows guaranty agencies to 
use earnings on the restricted account for 
operational expenses. 

SENATE AMENDMENT 

The Senate amendment allows guaranty 
agencies to use earnings on the restricted ac
count for activities to reduce student loan 
defaults. 

CONFERENCE AGREEMENT 

The House recedes with an amendment de
fining default reduction activities as activi
ties to reduce student loan defaults that im
prove, strengthen and expand default preven
tion activities. It is the intent of the con
ferees that guaranty agencies use the earn
ings on the restricted account to improve 
and strengthen current default prevention 
activities as well as to expand these activi
ties. 

Note #7. 
HOUSE BILL 

The House bill gives the Secretary the au
thority to withhold funds if a guaranty agen
cy fails to comply with this part, prohibits 
the Secretary from requiring the return of 
excess reserves under subsection (g)(l)(A) 
and requires that any reserve funds returned 
under (g)(l)(B) or (g)(l)(C) will be placed in 
the restricted accounts and returned to the 
Treasury in 2002. 

SENATE AMENDMENT 

The Senate amendment has no comparable 
provision dealing with the withholding of 
funds but does prohibit the Secretary from 
requiring the return of excess reserves under 
subsection (g)(l)(A) and requires that any re
serve funds returned under (g)(l)(B) or 
(g)(l)(C) will be placed in the restricted ac
counts and returned to the Treasury in the 
year 2002. 

CONFERENCE AGREEMENT 

The Senate recedes with an amendment 
clarifying that a guaranty agency which has 
not transferred its required share to a re
stricted account may not receive any other 
funds under Part B of Title IV until the Sec
retary determines the agency is in compli
ance. The Secretary may waive this provi-

sion due to extenuating circumstances be
yond the control of the agency. 

In addition, the amendment clarifies that 
reserve amounts returned to the Secretary 
under section 422(g)(l)(B) will first be applied 
to the agency's total required share. 
Amounts recalled to the Secretary in excess 
of the required share will be returned to the 
Treasury. Reserve amounts recalled by the 
Secretary under section 422(g)(l)(C) will first 
be used to satisfy the agency's next install
ment required under the recall formula. 
Amounts recalled in excess of this amount 
will be returned to the Treasury. 

Note #8. 
HOUSE BILL 

The House bill refers to cash reserve funds 
when defining reserve funds. 

SENATE AMENDMENT 

The Senate amendment refers to reserve 
funds without specifically mentioning cash. 

CONFERENCE AGREEMENT 

The Senate recedes with an amendment in
cluding both cash and "liquid assets" in the 
definition of "reserve funds." 

Note #9 
HOUSE BILL 

The House bill provides that funds under 
Section 458 may be used for administrative 
costs under Part B. 

SENATE AMENDMENT 

The Senate amendment does not mention 
Part B. 

CONFERENCE AGREEMENT 

The Senate recedes. 
Note #10. 

HOUSE BILL 

The House bill includes a provision which 
clarifies the amounts that may be retained 
by guaranty agencies when defaulted loans 
are collected through consolidation. Under 
the House provision, guaranty agencies may 
retain 18.5 percent plus the reinsurance com
plement in effect for all such loans consoli
dated on or after July 1, 1997. For defaulted 
loans consolidated prior to that date, guar
anty agencies which have retained 18.5 per
cent are allowed to retain only 18.5 percent, 
and agencies which have been retaining 27 
percent plus the reinsurance complement are 
allowed to retain 27 percent plus the reinsur
ance complement. 

SENATE AMENDMENT 

The Senate amendment has no comparable 
provision. 

.CONFERENCE AGREEMENT 

The House recedes. This agreement to re
move this provision is not an endorsement or 
rejection of any particular position on the 
collection retention issue. Rather, it rep
resents the conferees' agreement that this 
policy issue should be addressed during the 
reauthorization process where it can be 
given full and thorough consideration. In 
recognition of that agreement, five of the six 
conferees will be asking that the Department 
defer further attempts to collect amounts in 
dispute with respect to these particular 
loans for a period of one year or until the 
Higher Education Act is reauthorized, which
ever occurs first. It is the conferees' under
standing that the Department has issued 
final regulations on this issue which went 
into effect on July 1, 1997. The conferees 
fully expect that guaranty agencies will 
comply with those regulations for loans con
solidated on or after that date until Congress 
has the opportunity to act on this issue. 

Subtitle C-Smith-Hughes Vocational 
Education Act 

SMITH-HUGHES VOCATIONAL EDUCATION ACT 

Note #11 
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HOUSE BILL 

The House bill repeals the Smith-Hughes 
Vocational Education Act. 

SENATE AMENDMENT 

The Senate amendment has no comparable 
provision. 

CONFERENCE AGREEMENT 

The Senate recedes. 
Subtitle D-Expansion of Portability and 

Health Insurance Coverage 
HOUSE BILL 

The House bill amends the Employee Re
tirement Income Security Act (ERISA) to es
tablish a certification p1 ocedure for Associa
tion Health Plans (AHPs) in order to pro
mote multiple employer pooling, particu
larly among small businesses, so as to ex
pand health insurance coverage for the em
ployees of such businesses and their families. 
In general, bona fide associations, multiem
ployer plans, franchise networks, and certain 
other entities meeting financial, reporting', 
fiduciary and solvency requirements would 
be able to offer self-insured coverage as well 
al3 fully-insured coverage options. The bill 
also clarifies the status of single employer, 
multiemployer and other collectively-bar
gained plans with respect to the application 
of the preemption provisions of section 514 of 
ERISA. The bill amends ERISA's enforce
ment sections to provide federal cease and 
desist authority to shut down fraudulent 
health insurance operations and to provide 
for criminal penalties for certain willful mis
representations by such entities. 

SENATE AMENDMENT 

The Senate amendment has no comparable 
provision. 

CONFERENCE AGREEMENT 

The House recedes. 
SECTION-BY-SECTION ANALYSIS OF 

CONFERENCE AGREEMENT 

Subtitle B-Higher Education 
Section 6101. Management and Recovery of Re

serves 
This section describes section 422 of the 

Higher Education Act of 1965 as proposed to 
be added to or amended by the conference 
agreement. Unless otherwise noted, all sec
tion and paragraph references are to the Bal
anced Budget Act of 1997. 

Required shares 
The conference agreement requires that 

the guaranty agencies return one billion dol
lars of their current excess cash reserves to 
the Federal Treasury in Fiscal Year 2002. 
The Secretary shall require each guaranty 
agency to return excess reserve funds based 
on each agency's required share. This share 
will be calculated based upon the excess re
serve funds held by the agency as of Sep
tember 30, 1996. For the sole purpose of deter
mining each agency's required share, the cal
culation of the reserve ratio will include 
transfers of the liabilities to each agency of 
the outstanding loans from merged agencies 
as well as transfers of the reserves from the 
merged agencies. Once the reserve ratios are 
determined for each agency, their required 
shares will be calculated in accordance with 
a three-step formula. 

In step one, all funds in excess of a 2-per
cent reserve ratio will be included in an 
agency's required share. In step two, the 
total amount recalled under step one shall be 
subtracted from the total amount to be re
turned under the recall ($1 billion) and the 
difference shall be calculated as a percentage 
of the total remaining reserves. Each agency 
will then include this percentage of its re-

maining reserves in its required share with 
the exception that no agency will be required 
to reduce its reserve ratio below .58%. Such 
guarantors will pay their share up until the 
point where their reserve level is .58%. 

If an additional amount is required to meet 
the $1 billion recall, a third calculation shall 
be made. The remaining amount required to 
meet the $1 billion recall after steps one and 
two shall be calculated as a percentage of 
the reserves above .58% of all agencies with 
reserve levels above .58%. This percentage 
shall, in turn, be multiplied by each agency's 
remaining reserves over a .58% level. This 
additional amount shall be included within 
each agency's required share. 

The formula approved by the conferees 
meets the goals of the bipartisan budget 
agreement without jeopardizing the viability 
of guaranty agencies with low reserve levels. 
This step was necessary to ensure that stu
dents participating in the Federal Family 
Education Loan Program would continue to 
be able to access loans and services without 
disruption. The conferees deferred consider
ation of all proposals to restructure the 
FFELP program until they could be re
viewed in the context of reauthorization of 
the Higher Education Act. 

Restricted accounts 
Each agency shall establish a restricted ac

count of its own choosing with approval from 
the Secretary. Each agency shall, consistent 
with current law, invest the reserves placed 
within the restricted accounts in obligations 
issued or guaranteed by the United States or 
in other similarly low-risk securities. A 
guaranty agency may use the earnings from 
these funds to improve and strengthen cur
rent default reduction activities as well as to 
initiate new default reducation activities. 
Authorized activities include, but are not 
limited to, partial loan cancellation pro
grams, debt management counseling pro
grams, placement counseling programs, and 
development of public service announce
ments. 
· Orderly recall 

Paragraph ( 4) establishes a timetable for 
the orderly recall of the $1 billion in excess 
guaranty agency reserves over the next five 
years. In each of fiscal years 1998-2002, each 
guaranty agency that has a reserve ratio in 
excess of 1.10 percent must transfer its re
quired share into its restricted account in 
five equal annual installments. Each agency 
with a reserve ratio equal to or less than 1.10 
percent may transfer its required share into 
its restricted account in four equal payments 
beginning in fiscal year 1999. A guaranty 
agency may also transfer its required share 
in accordance with an alternate payment 
schedule approved by the Secretary of Edu
cation. 

Shortage 
Paragraph (5) provides that if, on Sep

tember 1, 2002, any agency has failed to 
transfer all of its required share to its re
stricted account, the Secretary will attempt 
to obtain the shortage from the agency 
which fails to make the full required pay
ment. If, on September 1, 2002, after col
lecting funds from agencies which have 
failed to make required payments, the Sec
retary determines that the total amount 
within the restricted accounts is less than 
the amount required, the Secretary shall re
quire the return of the amount of the short
age from other reserve funds held by guar
anty agencies. 

Enforcement 
Paragraph (6) provides that the Secretary 

of Education may take reasonable measures 

to ensure that guaranty agencies comply 
with the requirements of the subsection. If a 
guaranty agency fails to transfer a portion 
of its required share into its restricted ac
count, the agency may not receive any other 
funds under Part B of Title IV until the 
agency has made the required transfer of 
funds. The Secretary may waive this provi
sion in the case of extenuating cir
cumstances. 

Limitations on recall authority 

In order to ensure that sufficient reserve 
funds will be available to meet the $1 billion 
recall, paragraph (7) places restrictions on 
the Secretary's recall authority during the 
five year period covered by the budget agree
ment. The Secretary may not recall reserves 
under 422(g)(l)(A) of the Higher Education 
Act. Funds recalled to the Secretary under 
422(g)(l)(B) must first be used to satisfy the 
agency's required share of reserve funds and 
deposited in the restricted account estab
lished by the agency. Funds recalled to the 
Secretary in excess of this amount will be 
deposited in the Treasury. Funds recalled to 
the Secretary under 422(g)(l)(C) shall be used 
to satisfy the agency's next installment of 
its required share and deposited in its re
stricted account. Funds recalled to the Sec
retary in excess of the amount required for 
the next annual installment will be depos
ited in the Treasury. 

Minimum reserve ratio 
Each guaranty agency is required to main

tain a minimum reserve level in order to en
sure that it will be able to meet its insur
ance obligations. In 1993, the minimum level 
was 0.5% of outstanding loans guaranteed by 
an agency. Between FY 1994 and FY 1996, the 
minimum level rose to 1.1 %. In order to ac
commodate the reduced reserve ratios that 
will be produced under the recall formula, 
Section 428(c)(9)(A) of the Higher Education 
Act of 1965 is amended to restore the min
imum reserve ratio for guaranty agencies to 
.5%. 
Section 6102. Repeal of the direct lending loan 

origination payment 
This section describes section 452 of the 

Higher Education as proposed to be amended 
by the conference report. 

The authority to make the Federal pay
ment of $10 per loan to schools and/or alter
native originators that make direct loans 
under subsection (b) of section 452 of the 
Higher Education Act of 1965 is repealed. 
This repeal extends for five years a provision 
currently contained within the FY 1997 
Labor, HHS, Education and Related Agencies 
Appropriations Bill and provides savings of 
$160 million over five years. 
Section 6103. Funds for administrative expenses 

Unless otherwise indicated, references are 
to section 458 of the Higher Education Act of 
1965, as proposed to be added or amended by 
the conference report. 

The bipartisan budget agreement preserved 
a commitment to maintaining two viable 
student loan programs and called for "an eq
uitable balance of savings between the direct 
student loan program and the guaranteed 
student loan program." In order to preserve 
this balance, $604 million in savings are re
quired from the Department of Education's 
mandatory account to administer the federal 
direct lending program, the FFELP program 
and to pay the administrative cost allowance 
to guaranty agencies. The Department will 
receive $3.2 billion for this account over the 
next five years. · 

In accordance with current law, the pay
ment of administrative cost allowances to 
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guaranty agencies is to be provided by the 
Department of Education from funds avail
able in Section 458. The conference agree
ment provides that the administrative cost 
allowance paid to guaranty agencies will be 
capped at .85% of every new loan. These ex
penditures are capped at $170 million in each 
of Fiscal Years 1998 and 1999 and $150 million 
in each of Fiscal Years 2000, 2001, and 2002. 
Section 6104. Extension of Student Aid Programs 

This section refers to Title IV of the High
er Education Act, as proposed to be amended 
by the conference report. 

Section 424(a) is amended to extend the du
ration of the Federal Loan Insurance pro
gram from 1998 to 2002. Section 428(a)(5) is 
amended to extend the duration of the au
thority to make interest subsidized loans 
from 1998 until 2002. Section 428C(e) is 
amended to extend the authority to make 
consolidation loans from 1998 until 2002. 
These extensions are required for Congres
sional Budget Office scoring purposes. 
Subtitle C-Repeal of Smith-Hughes Vocational 

Education Act 
The Smith-Hughes Act (39 Stat. 929, chap

ter 114; 20 U.S.C. 11 et seq) provides a perma
nent appropriation for vocational education. 
Consistent with the Administration's budget 
request, this program is repealed providing 
$29 million in savings over 5 years. 

STATEMENT OF MANAGERS 
TITLE VII-FEDERAL RETIREMENT AND 

RELATED PROVISIONS 
INCREASED CONTRIBUTIONS TO FEDERAL 

CIVILIAN RETIREMENT SYSTEMS 
HOUSE BILL 

Sections 6101 and 6102 provide for increased 
contributions to the Civil Service Retire
ment System (CSRS) and the Federal Em
ployees Retirement System (FERS), respec
tively. Agencies will be required to increase 
their contributions to the CSRS for their 
employees who participate in the CSRS. Em
ployees participating in either the CSRS or 
the FERS system will be required to increase 
their contributions to the system. 

The increase in employee contributions to 
CSRS and FERS will apply to all individuals 
participating in these systems. 

The amount deducted from basic pay for an 
individual participating in CSRS and FERS 
will be increased above the level in effect on 
the date of enactment by .25% in 1999, by an 
additional .15% in 2000, and by an additional 
.10% in 2001. The increase will then remain 
constant at .5% throughout 2002. 

The bill also requires all federal agencies, 
except for the United States Postal Service 
to contribute an additional 1.51 % each year 
above the percentage an agency is now con
tributing for each individual employee par
ticipating in CSRS. These additional con
tributions begin on October 1, 1997 and con
tinue through September 30, 2002. The 1.51 % 
increase does not apply to the United States 
Postal Service, which, with its employees, 
currently contributes the full actuarial cost 
of each employee 's retirement under CSRS. 

This bill adjusts the amounts employees 
must repay for any military service or any 
covered volunteer service between January 1, 
1999 and December 31, 2002 for which they 
would like to receive retirement credit under 
CSRS and FERS to reflect the increases in 
employee contributions. 

The bill prohibits employing agencies (in
cluding the Postal Service) from reducing 
their contributions to FERS for each indi
vidual employee as a result of the increases 
in individual contributions contained in the 
bill. Under current law, agency contributions 

would automatically decrease with any in
crease in employee contributions. 

SENATE AMENDMENT 
The Senate amendment (section 6001) is 

similar to the House bill in many respects; 
however, it differs substantively from the 
House bill in the following ways: (l) it in
creases agency contributions from October 1, 
2001 through September 30, 2002 by 1.6% rath
er than 1.51 %; (2) employees in the CSRS-off
set program are not covered by the agency 
contribution; (3) it exempts the Metropolitan 
Washington Airports Authority and the Dis
trict of Columbia from increased agency con
tributions under CSRS; (4) it does not ex
empt the Postal Service from matching in
creases in employee contributions; (5) it pro
hibits reductions in the Postal Service's 30-
year amortization payments under the 
CSRS; (6) it increases employee and agency 
contributions to the Central Intelligence 
Agency Retirement and Disability System, 
the Foreign Service Retirement and Dis
ability System, and the Foreign Service Pen
sion System corresponding to the increases 
under CSRS and FERS; (7) it provides an ef
fective date of the first day of the first pay 
period beginning on or after January 1, 1999; 
and (8) the Senate amendment also delin
eates the Capitol Police in a table separate 
from other congressional employees; the 
House bill does not. 

CONFERENCE AGREEMENT 
The Conference agTeement includes the 

language of the Senate and House bills with 
modifications. Under the agreement, the dif
ferences are resolved as follows: (1) agency 
contributions are increased by a uniform 
1.51 % throughout the five-year period; (2) in
creased agency contributions are required 
for CSRS-offset employees; (3) the Metropoli
tan Washington Airports Authority by law 
provides full fun'ding for its employees and 
thus is exempted from the increased agency 
contributions; but the District of Columbia 
is not provided a special exemption; ( 4) the 
Postal Service is not required to match the 
increases in employee contributions; (5) both 
the Postal Service and Treasury are prohib
ited from reducing payments required under 
5 U.S.C. §§8348 and 8423 as a result of the in
creases in employee contributions; (6) em
ployee and agency contributions to the Cen
tral Intelligence Agency Retirement and Dis
ability System, the Foreign Service Retire
ment and Disability System, and the Foreign 
Service Pension System are increased to cor
respond to the increases under CSRS and 
FERS; (7) the effective date adopted is Octo
ber l, 1997, with a special rule to cover a 
later date of enactment. 

GOVERNMENT CONTRIBUTION FOR HEALTH 
BENEFITS 

HOUSE BILL 
Section 6103 amends 5 U.S.C. §8906 to estab

lish a permanent formula for computing the 
government's share of premiums for self 
alone and self and family enrollments under 
the Federal Employees Health Benefits Pro
gram (FEHBP). Under this formula, the gov
ernment's contribution will be based upon 
72% of the weighted average of the subscrip
tion charges for self alone enrollments for 
all options of all plans participating in the 
FEHBP. A similar calculation for self and 
family enrollments will be performed. Cur
rent law regarding part-time employees and 
the prohibition against payment of more 
than 75% of any premium are retained. The 
Office of Personnel Management (Office) is 
required to determine, not later than Octo
ber 1 of each year, the weighted average of 
the subscription charges that will be in ef-

feet during the following contract year by 
weighting the subscription charges of each 
option of each plan by the actual distribu
tion of enrollees entitled to a government 
contribution as of March 31 of the year in 
which the determination is being made. 
(This assumes the Office will continue to 
produce and make publicly available the en
rollment reports semi-annually; the enroll
ment used in weighting includes all individ
uals who are eligible to receive a contribu
tion, including active Postal Service employ
ees, in participating plans that will be con
tinuing in the FEHBP during the contract 
year to which the weighted average applies; 
and that the Office will perform a straight
forward mathematical calculation based on 
the actual number of enrollees.) The bill al
lows for ministerial actions the Office may 
deem necessary to take before the effective 
date in order to ensure timely implementa
tion of this provision. This section is effec
tive on the first day of the contract year 
that begins in 1999. 

SENATE AMENDMENT 
The Senate amendment (section 6002) is al

most identical to the House bill. 
CONFERENCE AGREEMENT 

The House recedes to the Senate. 
REPEAL OF TRANSITIONAL APPROPRIATIONS 
FOR THE UNITED STATES POSTAL SERVICE 

HOUSE BILL 
Section 6001 eliminates the authorization 

for appropriations to the U.S. Postal Service 
for reimbursement for workers' compensa
tion ' liabilities incurred by the former Post 
Office Department. The elimination of this 
funding will result in the Postal Service as
suming the liabilities for this payment to 
the Employee Compensation Fund, within 
the Department of Labor, providing pay
ments made to employees of the former Post 
Office Department. 

Under the existing framework, the Depart
ment of Labor assesses the U.S. Postal Serv
ice for claims to both its employees and 
those of the former Post Office Department. 
The U.S. Postal Service pays for its own em
ployees and requests funding from Congress 
for the amount attributable to former Post 
Office Department employees. 

The bill removes the federal government 
and Congress from the process and directs 
that employees of the Post Office Depart
ment be treated the same as the current em
ployees of the U.S. Postal Service for pur
poses of the Employee Compensation Fund. 

This section of the House bill is effective 
on October 1, 1997 or, if later, the date of en
actment. Under a special rule, if any pay
ment for workers' compensation liabilities 
incurred by the former Post Office Depart
ment is made to the Postal Service Fund 
pursuant to an appropriation for fiscal year 
1998, an equal amount shall be paid from 
Fund into the Treasury as miscellaneous re
ceipts before October 1, 1998. 

SENATE AMENDMENT 
The Senate amendment (section 6003) is 

the same as the House bill but does not con
tain the special rule governing payments 
under fiscal year 1998 appropriations. 

CONFERENCE AGREEMENT 
The Senate agrees to adopt the special rule 

as provided in the House bill. 
MEDICARE MEANS TESTING STANDARD APPLI

CABLE 'rD SENATORS' HEALTH COVERAGE 
UNDER THE FEHBP 

HOUSE BILL 
The House bill contains no provision on 

this subject. 
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SENATE AMENDMEN'l' 

The Senate amendment (section 6004) 
eliminates the government contribution to 
the FEHBP on behalf of Senators. Senators 
will be required to make both the individual 
and government contributions in order to 
participate in the FEHBP. 

CONFERENCE AGREEMENT 

The Senate recedes to the House. 
TITLE VIII-VETERANS' PROGRAMS 

Subtitle A- Extension of Expiring 
Authorities 

ENHANCED LOAN ASSET SALE AUTHORITY 

CURRENT LAW 

Section 3720(h) of title 38, United States 
Code, authorizes VA to guarantee the timely 
payment of principal and interest to pur
chasers of real mortgage investment con
duits (REMICs). REMICs are used to " bun
dle" and market vendee loan notes. Such 
notes are made on direct loans made by VA 
to purchasers of VA-acquired real estate. 
Using this authority, VA guarantees to 
REMIC purchasers that principal and inter
est will be paid in a timely manner which in 
turn, enhances the value of the REMICs in 
the secondary market and increases the re
turn to VA when such securities are sold. 
This provision expires on December 31, 1997. 

HOUSE BILL 

Section 8018 would extend VA's authority 
to market REMICs through September 30, 
2002. 

SENATE AMENDMENT 

Section 8011 would extend VA's authority 
to market REMICs through December 31, 
2002. 

COMPROMISE AGREEMENT 

Section 8011 follows the Senate Amend
ment. 

HOME LOAN FEES 

CURRENT LAW 

Section 3729 of title 38, United States Code, 
specifies that borrowers who obtain VA
guaranteed, insured or direct home loans 
will pay a fee. For first loans, the fees range 
from 0.5 percent to 2 percent, depending on 
the amount of down payment and the type of 
military or naval service (active duty or re
serve). Public Law 103-66, the Omnibus Budg
et Reconciliation Act of 1993 (OBRA '93), 
added section 3729(a)(4) of title 38, United 
States Code, to require a surcharge of .75 
percent for all first-use loans. This provision 
expires on October 1, 1998. 

There is no limitation to the number of 
times a veteran may use the VA home loan 
program. Section 3729 of title 38, United 
States Code, requires a 3 percent fee for all 
second and subsequent home loans with less 
than a 5 percent down payment. This provi
sion expires on October l, 1998. 

HOUSE BILL 

Section 8016 would extend the surcharge 
provision to October 1, 2002, and extend V A's 
authority to charge the 3 percent fee for sec
ond and subsequent use of the home loan 
program to October 1, 2002. 

SENATE AMENDMENT 

Section 8012 contains a substantially iden
tical provision. 

COMPROMISE AGREEMENT 

Section 8012 follows the Senate Amend
ment. 
PROCEDURES APPLICABLE TO LIQUIDATION 

SALES ON DEFAULTED HOME LOANS GUARAN
TEED BY THE DEPARTMENT OF VETERANS AF
FAIRS 

CURRENT LAW 

Section 3732 of title 38, United States Code, 
specifies that VA has two options when a 

property, the financing of which is guaran
teed under the VA Home Loan Guaranty Pro
gram, goes into foreclosure. VA may simply 
pay off the guaranty, or elect to purchase 
the property securing the loan in default and 
resell it. The decision on the course of action 
to take depends, generally, on VA calcula
tions as to which action would be less costly 
and, therefore, more advantageous to the 
government. The Secretary's authority to 
use " no-bid" procedures, by which VA deter
mines which option is more advantageous, 
expires on October 1, 1998. 

HOUSE BILL 

Section 8017 would extend VA 's authority 
to use the alternative " no-bid " formula to 
October 1, 2002. 

SENATE AMENDMENT 

Section 8013 contains an identical provi
sion. 

COMPROMISE AGREEMENT 

Section 8013 contains this provision. 
INCOME VERIFICATION AUTHORITY 

CURRENT LAW 

VA administers a needs-based pension pro
gram and provides priority access to health 
care services on a means-tested basis. Sec
tion 5317 of title 38, United States Code, and 
section 6103 of the Internal Revenue Code of 
1986, authorize VA to verify the eligibility of 

· recipients of, or applicants for, VA needs
based benefits and VA means-tested medical 
care by gaining access to income records of 
the Department of Health and Human Serv
ices/Social Security Administration and the 
Internal Revenue Service. These provisions 
were originally enacted as section 8051 of 
Public Law 101-508, the Omnibus Budget Rec
onciliation Act of 1990 (OBRA '90), and ex
tended by section 12004 or OBRA '93 to Sep
tember 30, 1998. 

HOUSE BILL 

Section 8014 would extend VA's authority 
to verify this data under section 5317(g) of 
title 38, United States Code, through Sep
tember 30, 2002. Section 8014 would also ex
tend VA's authority to verify this data under 
section 6103(1)(7) of the Internal Revenue 
Code of 1986, through September 30, 2002. 

SENATE AMENDMENT 

Section 8014 would extend VA's authority 
to verify this data under section 5317(g) of 
title 38, United States Code, through Sep
tember 30, 2002. 

COMPROMISE AGREEMENT 

Section 8014 follows the Senate Amend
ment. 
LIMITATION OF PENSION FOR CERTAIN RECIPI

ENTS OF MEDICAID-COVERED NURSING HOME 
CARE 

CURRENT LAW 

Section 5503(f) of title 38, United States 
Code, limits to $90 per month the maximum 
amount of VA pension that may be paid to 
Medicaid-eligible veterans and surv1vmg 
spouses who have no dependents and who are 
in "nursing homes that participate in Med
icaid. The payments may not be use to offset 
the costs of care. This section treats such in
dividuals as if the care were being furnished 
at VA expense. This provision was originally 
enacted as section 8003 OBRA '90, and ex
tended by section 12005 of OBRA '93 to Sep
tember 30, 1998. 

VA pension is a needs-based program that 
provides a minimum level of income to war
time veterans who are permanently and to
tally disabled due to non-service-connected 
causes. The minimum level of income is ap
proximately equal to the poverty level, with 

additional amounts payable for dependents. 
Pension payments are offset dollar-for-dollar 
by any household income and can also be ad
justed for unusual medical expenses. Today, 
the maximum annual rate for a single vet
eran with no dependents is $8,486. 

HOUSE BILL 

Section 8015 would extend the $90 limita
tion to September 30, 2002. 

SENATE AMENDMENT 

Section 8015 contains an identical provi
sion. 

COMPROMISE AGREEMENT 

Section 8015 contains this provision. 
Subtitle B-Copayments and Medical Care 

Cost Recovery 
AUTHORITY TO REQUIRE THAT CERTAIN VET

ERANS MAKE COPAYMENTS IN EXCHANGE FOR 
RECEIVING HEALTH CARE BENEFITS 

CURRENT LAW 

Public Law 99-272 required veterans with 
incomes exceeding so-called " category A and 
B" means-tests levels to agree to pay copay
ments as a condition of receiving VA health 
care. (That law also provided that " category 
C" veterans- generally those not eligible for 
priority access to VA health care services
were only eligible for care to the extent re
sources and facilities were available.) Public 
Law 101-508, the Omnibus Budget Reconcili
ation Act of 1990 (OBRA '90), eliminated the 
distinction, for purposes of copayments, be
tween veterans in income categories "B" and 
" C" and provided that, in addition to the co
payments established earlier, veterans in 
both so-called "B" and "C" income cat
egories would be required to make per diem 
payments of $10 for VA-provided hospital 
care and $5 for nursing home care. The per 
diem payment requirement, which would 
have expired under OBRA '90 September 30, 
1997, was extended through September 30, 
1998, by OBRA '93. 

Section 1722A of title 38, United States 
Code, requires a veteran (other than a vet
eran who has a service-connected disability 
rated 50% or greater, or a veteran whose in
come is at or below the maximum annual 
rate of VA pension) to pay $2 for each 30-day 
supply of prescription medication furnished 
on an outpatient basis. Congress, in OBRA 
'93, extended this provision through Sep
tember 30, 1998. 

HOUSE BILL 

Section 8011 would extend these expiring 
copayment authorities through September 
30, 2002. 

SENATE AMENDMENT 

Section 8021 contains a substantially iden
tical provision. 

COMPROMISE AGREEMENT 

Section 8021 follows the House Bill. 
MEDICAL CARE COST RECOVERY AUTHORITY 

CURRENT LAW 

Section 1729 of title 38, United States Code, 
provides ongoing authority for the Depart
ment of Veterans Affairs to collect from a 
third-party payer the reasonable cost of VA
furnished care and treatment rendered to a 
non-service-connected veteran. That section 
of law also authorizes VA to collect from a 
health care payment plan the reasonable 
cost of medical care furnished for a non-serv
ice-connected disability of a veteran who has 
a service-connected disability and who, 
under that health plan, is entitled to care or 
to payment of the expenses of that care. 
V A's authority to collect for non-service
connected care furnished to a service-con
nected veteran was initially established by 
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section 8011 of OBRA '90. Congress, in OBRA 
'93 extended the expiration date of that pro
v1s10n (which is codified at section 
1729(a)(2)(E) of title 38, United States Code) 
to October 1, 1998. 

HOUSE BILL 
Section 8012 of the bill would extend this 

date until October 1, 2002. 
SENATE AMENDMENT 

Section 8022 contains an identical provi
sion. 

COMPROMISE AGREEMENT 
Section 8022 contains this provision. 

DEPARTMENT OF VETERANS AFFAIRS MEDICAL 
CARE RECEIPTS 
CURRENT LAW 

Section 1729(g) of title 38, United States 
Code, established in the United States Treas
ury the Department of Veterans Affairs Med
ical-Care Cost Recovery Fund ("the Fund"). 
Copayments and receipts from health care 
plans and insurance carriers under section 
1729 of title 38, United States Code, are de
posited in the Fund. VA is authorized to use 
money deposited in the Fund for payment of 
necessary expenses for the identification, 
billing, and collection of the cost of care and 
services furnished by VA and for the admin
istration and collection of certain payments 
required by sections 1710 and 1722A of title 
38, United States Code. VA is also authorized 
to use money deposited in the Fund for pay
ment of certain administrative expenses, in
cluding reasonable charges for services and 
utilities furnished by VA, recovery and col
lection activities under section 1729 of title 
38, United States Code, and administration 
of the Fund. After such withdrawals from 
the Fund by VA, receipts in the Fund are re
mitted to the United States Treasury. 

HOUSE BILL 
Section 8013 would establish the Depart

ment of Veterans Affairs Medical Care Col
lections Fund and provide that amounts col
lected or recovered after September 30, 1997, 
under specified provisions of chapter 17 and 
the Federal Medical Care Recovery Act, are 
to be deposited in that fund. Subject to the 
provisions of appropriations acts, amounts in 
that fund are to be available, without fiscal 
year limitation, only for (1) furnishing VA 
medical care and services during any fiscal 
year and (2) for VA expenses for iden tifica
tion, billing, auditing, and collection of 
amounts owed the government by reason of 
VA provision of medical care and services. 

Section 8013 also reflects a recognition 
that, despite the apparent incentives associ
ated with authority (subject to provisions of 
appropriations acts) for VA to retain collec
tions, factors beyond the Department's con
trol could result in collections falling sub
stantially short of targets during the initital 
years. The measure, accordingly, would es
tablish a special funding mechanism to ad
dress that contingency. It would provide 
that if, during fiscal year 1998, 1999, or 2000, 
the Secretary of Veterans Affairs (" Sec
retary") determines that the total amount 
to be recovered for that fiscal year will be 
more than $25 million belo\I\'. the Congres
sional Budget Office 's estimate for that fis
cal year, the Secretary shall promptly cer
tify to the Secretary of the Treasury the 
amount of the estimated shortfall in excess 
of $25 million. The measure would require 
the Secretary of the Treasury to deposit that 
amount in the Medical Care Collections 
Fund within 30 days of receipt of the VA cer
tification. In the event of such contingency 
payments from the Treasury, the measure 
provides for the further contingency that if 

VA is fact recovered more than the amount 
certified by the Secretary, VA would pay 
back into the Treasury the difference be
tween the amount actually recovered and 
the amount certified. On the other hand, if 
the actual shortfall exceeded VA's projected 
shortfall, VA is to certify the amount of that 
difference to the Treasuty, and the Secretary 
is to deposit such sum in the fund. The meas
ure contains reporting requirements applica
ble to the contingency funding mechanism, 
which require quarterly reporting (within 45 
days after the end of each quarter) as to 
amounts collected (accounting separately for 
collections under each of the specified au
thorities and the amount orginally esti
mated to be collected for such period). 

Section 8013 would also direct the Sec
retary to establish a policy for allocation of 
monies in the Medical Care Collections 
Fund. That policy would be designed to 
achieve the maximum possible collections 
under applicable laws, and to take account of 
factors beyond VA's control which could im
pede VA efforts. 

Section 8013 would also require certain re
porting requirements, including a report on 
January 1, 1999, tabulating collections by 
network, and, if feasible, by facility, and in
cluding an analysis of differences among net
works in collecting funds, and other relevant 
information. The Secretary would be re
quired to adjust the policy for allocating 
monies from the collections fund to take ac
count of differences among networks attrib
utable to the respective markets in which 
each operates. 

Section 8013 would take effect on October 
l, 1997, except that amendments to section 
1729 (a)(l) and (c)(2) of title 38, United States 
Code, relating to the determination of 
amounts subject to recovery under section 
1729 of title 38, United States Code, would 
take effect upon enactment. 

These amendments would allow VA to 
move away from a cost-based medical care 
recovery system to one that more appro
priately resembles market pricing for health 
care services; the Committee envisions VA 
would establish health care charges that 
would allow it to recover amounts needed to 
help preserve the viability of the health care 
system for all veterans and that also reflect 
the substantial advantages to VA patients 
both in having the quality services provided 
by that system available and in using them. 
The amendments reflect the expectation 
that VA would establish reasonable charges 
that are responsive to market prices
charges that are not constrained to recovery 
of costs, but which may yield net revenues. 
(The concept of "market price" here refers 
to the price for a service that is based on 
competition in open markets. When a sub
stantial competitive demand exists for a 
service, its market price normally is deter
mined using commercial practices, such as 
by reference to prevailing prices and pay
ments in competitive markets for services 
the same or similar to those provided by the 
Government.) 

Not later than December 31, 1997, the unob
ligated balance in the Medical Care Cost Re
covery Fund at the close of September 30, 
1997, is to be deposited in the Treasury as 
miscellaneous receipts and that fund termi
nated at that time. 

SENATE AMENDMENT 
Section 8023 would establish the Depart

ment of Veterans Affairs Medical Care Col
lections Fund and provide that amounts col
lected or recovered after June 30, 1997, under 
specified provisions of chapter 17 and the 
Federal Medical Care Recovery Act, would 

be doposited in that fund. Not later than De
cember 31, 1997, the unobligated balance in 
the Medical Care Cost Recovery Fund (which 
would be terminated by section 8023) would 
also be deposited in the new fund. 

Subject to the provisons of appropriations 
acts, amounts in that fund would be avail
able only for (1) furnishing VA medical care 
and services during any fiscal year and (2) 
for VA expenses for identification, billing, 
auditing, and collection of amounts owed the 
government by reason of VA provision of 
medical care and services. The provision 
would direct that the Secretary ensure that 
the amount made available to a Veterans In
tegrated Service Network from the fund in a 
fiscal year be equal to the amount recovered 
or collected by the Veterans Integrated Serv
ice Network. 

COMPROMISE AGREEMENT 
Section 8023 generally follows section 8013 

of the House bill. The compromise agree
ment, however, incorporates the policy es
tablished in the Senate bill of requiring that 
funds recovered or collected by VA and made 
available to VA for distribution under the 
provisions of appropriations acts shall be dis
tributed to the collecting service networks. 

In addition, the compromise agreement 
adds language anticipating the possibility, 
contrary to the expectation of the Commit
tees, that less than the entire amount of 
funds recovered or collected by VA might be 
made available to VA for distribution under 
appropriations acts. That language specifies 
that, in that contingency, (1) all funds re
ceived under appropriations acts shall be dis
tributed among the service networks (and 
more shall be retained by VA headquarters 
for use for other purposes) and (2) that each 
network shall receive a percentage of dis
tributed funds equal to that network's per
centag·e of recoveries and collections paid 
into the fund. 

Further, the compromise agreement 
strikes language from the Senate bill which 
refers specifically to VA's current organiza
tional structure of 22 " Veterans Integrated 
Service Networks (VISNs)," and substitutes 
in place of that language general language 
referring to the "designated health care re
gions of the Department. " It is the Commit
tees ' intention that, under the current orga
nizational structure, all funds recovered or 
collected and made available to VA under 
this provision would be distributed to the 
VISNs. The purpose of this modification is 
solely to afford VA administrative flexibility 
to organize its regional structure differently 
than the current VISN structure, and to as
sure that, if VA does reorganize that struc
ture, the policies of this provision will be 
carried out under that reorganized structure. 

The compromise measure would also limit 
the application of the "contingency funding" 
provision in the House bill to fiscal year 1998. 

Finally, the managers agree that the lan
guage in section (8023(g)) is included in the 
bill solely for purposes of budget scoring and 
is not intended to, and does not, limit, in 
any way the amount available to be appro
priated from discretionary funding for VA 
medical care. 

Subtitle C-Other Matters 
ROUNDING DOWN OF COST-OF-LIVING ADJUST

MENTS IN COMPENSA'ITON AND DIC RATES 
FOR FISCAL YEARS 1998 THROUGH 2002 

CURRENT LAW 
Compensation is paid to veterans with 

service-connected disabilities. Amounts of 
compensation are based on a rating schedule 
that uses 10 percent increments from zero 
percent to 100 percent. Calendar year 1997 
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payments range from $94 for a veteran rated 
as 10 percent disabled to $1,924 for a 100% dis
ability rating. 

Dependency and Indemnity Compensation 
(DIC) is paid to survivors of veterans who die 
from service-connected disabilities. Prior to 
the passage of Public Law 102-568, payments 
were based on the rank of the deceased vet
eran. With the passage of Public Law 102-568, 
compensation for deaths occurring after Jan
uary 1, 1993, is paid on a flat-rate basis. With 
the addition of subsequent cost-of-living ad
justments (COLA), that rate is now $794. 
However, survivors receiving payments in 
excess of the flat rate were "grandmothered" 
at the higher rates for deaths prior to Janu
ary 1, 1993. The top rate for these bene
ficiaries is now $1,774. 

Compensation and DIC payments are not 
indexed. Congress has, however, enacted leg
islation which, for a given year, has adjusted 
compensation and DIC benefits to reflect the 
percentage of change in the consumer price 
index (CPI) relative to the prior year. When 
such a COLA is enacted and new compensa
tion and DIC rates are computed, the prior 
year's benefit-which is paid in "round dol
lar" amounts- is multiplied by a fraction 
which expresses the change in the CPI, and 
the product is then converted to a whole-dol
lar amount using "normal" rounding tech
niques. That is, if the product of the whole 
dollar amount multiplied by the CPI is a 
fractional dollar amount of $0.50 or more, the 
compensation or DIC payment is rounded up; 
if it is a fractional amount of $0.49 or less, it 
is rounded down. 

HOUSE BILL 

Section 8021 would require that any in
crease authorized in the rates of compensa
tion and DIC during fiscal years 1998-2002 
could not exceed the percentage increase ap
plied to payments under title II of the Social 
Security Act. The provision would also re
quire that such increases be rounded down to 
the next lower whole dollar. For example, 
based on a projected 2.7 percent increase in 
the Social Security cost-of-living allowance, 
the current $94 payment for a 10 percent dis
ability would be multiplied by 2.7 percent. 
The result would be $96.53, which would then 
be rounded down to $96. 

SENATE AMENDMENT 

Section 8031 contains a substantially iden
tical round down provision. 

COMPROMISE AGREEMENT 

Section 8031 follows the House Bill. 
INCREASE IN AMOUNT OF HOME LOAN FEES FOR 

THE PURCHASE OF REPOSSESSED HOMES 
FROM THE DEPARTMENT OF VETERANS AF
FAIRS 

CURRENT LAW 

Section 3729 of title 38, United States Code, 
specifies that borrowers who obtain VA
guaranteed, insured, or direct home loans 
will pay a fee. In addition, purchasers of VA
owned foreclosed properties pay a fee of 1 
percent of the loan amount borrowed from 
VA to finance the purchase of a VA-owned 
property. 

HOUSE BILL 

Section 8016 would increase, from 1 percent 
to 2.25 percent, the fee paid by purchasers of 
VA-owned properties. 

SENATE AMENDMENT 

Section 8032 contains a substantially iden
tical provision. 

COMPROMISE AGREEMENT 

Section 8032 follows the Senate Amend
ment. 

WITHHOLDING OF PA YMEN'l'S AND BENEFITS 

CURRENT LAW 

Section 3726 of title 38, United States Code, 
prohibits the offset of federal payments, 
other than veterans' or survivors' benefits, 
to recover losses incurred by VA arising 
from loans made to, assumed by, or guaran
teed or insured on behalf of a veteran or sur
viving spouse. To offset losses through other 
federal payments such as salaries or federal 
tax refunds, the veteran or surviving spouse 
must consent in writing to the offset, or a 
court must determine the veteran or sur
viving spouse is liable. 

HOUSE BILL 

Section 8022 would eliminate the consent 
and court determination requirements. Prior 
to referring the debt to another federal agen
cy for offset, such as the IRS, the Secretary 
would be required to notify the veteran or 
surviving spouse by certified mail of the 
process by which the Secretary may waive 
indebtedness under section 5302(b) of title 38, 
United States Code. If such a request is filed, 
the Secretary must determine whether the 
veteran or surviving spouse is responsible for 
some or all of the liability incurred by the 
Secretary, and that decision may be ap
pealed. If the Secretary does not waive the 
entire amount of the liability, the Secretary 
must also determine whether the veteran 
should be released from liability under the 
provisions of 38 U.S.C. 3713(b) (which author
izes the Secretary to " look back" at the 
time a loan was assumed and decide whether 
a release of liability would have been issued 
had the veteran applied for such a release). 

SENATE AMENDMENT 

Section 8033 contains a substantially iden
tical provision. 

COMPROMISE AGREEMENT 

Section 8033 follows the Senate Amend
ment. 

. STATEMENT OF MANAGERS 
TITLE IX-ASSET SALES, USER FEES, 

AND MISCELLENEOUS PROVISIONS 
Subtitle A-GSA Property Sales 

SALE OF GOVERNORS ISLAND, NEW YORK 

HOUSE BILL 

Section 7002 of the House bill calls for the 
General Services Administration, notwith
standing any other provision of law, to sell, 
at fair market value, no earlier than the fis
cal year 2002, Governors Island, New York. 
This property is currently occupied but 
being vacated by the Coast Guard. The sale 
of this 171 acre island, in the New York City 
harbor, is not subject to laws and regula
tions that normally apply to the disposal of 
real property by the Federal Government, in
cluding requirements of the National Envi
ronmental Policy Act, and the National His
toric Preservation Act. It is recognized, how
ever, that State and local environmental and 
historic preservation laws will protect the 
property upon sale and during any develop
ment of the property. The sale is intended 
for cash. The language provides the State 
and City be given the right of first refusal to 
purchase all or part of Governors Island. 
Such right may be exercised either by the 
State, the city, or both acting jointly. Net 
proceeds from the sale, estimated to gen
erate approximately $500 million, would be 
deposited in the miscellaneous account of 
the Treasury. 

SENATE AMENDMENT 

The Senate amendment (section 6011) is 
substantially the same; however, it provides 
the State and City the right of first offer to 

purchase as opposed to the right of first re
fusal to purchase. 

CONFERENCE AGREEMENT 

The House recedes to the Senate. 
SALE OF AIR RIGHTS 

HOUSE BILL 

Section 7003 of the House bill directs the 
sale of air rights over the train tracks at 
Union Station, Washington, D.C. These air 
rights cover approximately 16.5 acres and are 
bounded by Union Station on the south, 2nd 
Street NE on the east, K Street NE on the 
north, and 1st Street NE on the west. The 
provision would direct the General Services 
Administration, notwithstanding any other 
provision of law, to sell these air rights, at 
fair market value, in a manner to be deter
mined before September 30, 2002. The air 
rights are a combination of the Department 
of Transportation (DOT) and AMTRAK air 
rights. The provision calls for the transfer of 
AMTRAK air rights to DOT without com
pensation to AMTRAK, then GSA would sell 
the air rights. 

SENATE AMENDMENT 

The Senate amendment is the same as the 
House provision. 

CONFERENCE AGREEMENT 

The House recedes to the Senate. 
BUDGET RECONCILIATION CONFERENCE 

REPORT 
REPORT LANGUAGE TO ACCOMPANY SECTION 

9--- (EXTENSION OF HIGHER VESSEL TONNAGE 
DUTIES) 

Section 9-- of the Senate bill extends 
through fiscal year 2002 the authority to col
lect the higher vessel tonnage duties first 
authorized for fiscal year 1991. These higher 
tonnage duties were to have expired after fis
cal year 1998. The statutes amended by this 
provision originally authorized two vessel 
tonnage duties: $0.02 per net registered ton 
for the first five entries a vessel makes into 
the United States from another port in the 
Western Hemisphere and $0.06 per net reg
istered ton for the first five entries a vessel 
makes from outside the Western Hemi
sphere. In 1991, these duties were increased 
to $0.09 and $0.27, respectively, through fiscal 
year 1998. Upon expiration of the temporary 
higher vessel tonnage duties, the original 
rates would remain in effect. 

The House provision is similar to the Sen
ate provision. 

The Conference substitute adopts the 
House provision with a technical amend
ment. 

-. INCREASE TOBACCO EXCISE TAXES 

Sec. 846 of the Senate amendment to H.R. 
2014 

PRESENT LAW 

The following excise taxes are imposed on 
tobacco products: 

Cigarettes-
Small cigarettes-24 cents/pack of 20 
Large cigarettes-$25.20/1000 
Cigars-
Large cigars-12.75% of mfgr. price up to 

$30/1000 
Small cigars- $2.125/1000 
Cigarette papers-$0.0075/50 papers 
Cigarette tubes-$0.15/50 tubes 
Chewing tobacco-$0.12/lb. 
Snuff-$0.36/lb. 
Pipe tobacco-$0.675/lb. 

HOUSE BILL 

No provision. 
SENATE AMENDMENT 

No provision in H.R. 2015. However, the 
Senate amendment to H.R. 2014 increases the 
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small cigarette tax rate by 20 cents per pack 
of 20 (i.e., to 44 cents per pack), and increases 
the tax rates on other tobac;:co products pro
portionately. The Senate amendment also 
extends the tax to "roll-your-own" cigarette 
tobacco at $0.66/lb., and includes compliance 
provisions for untaxed cigarettes destined 
for export. 

Floor stocks taxes are imposed on ciga
rettes and other currently taxed tobacco 
products held for sale on October 1, 1997 (in
cluding articles held in foreign trade zones). 

Effective date.-October 1, 1997. 
CONFERENCE AGREEMEN'l' 

The conference agreement follows the Sen
ate amendment to H.R. 2014, with modifica
tions. First, the tax rate on small cigarettes 
is increased by $5 per thousand (10 cents per 
pack of 20 cigarettes) and the tax rates on 
other currently taxed tobacco products are 
increased proportionately beginning on Jan
uary 1, 2000. On January 1, 2002, the small 
cigarette tax rate is increased by an addi
tional $2.50 per thousand (5 cents per pack) 
with the tax rates on other currently taxed 
tobacco products also being increased pro
portionately at that time. Thus, the aggre
gate tax increase on small cigarettes is 15 
cents per pack of 20 cigarettes. The con
ference agreement imposes tax on "roll
your-own" tobacco at the same rate as pipe 
tobacco. 

Effective date.-The conference agreement 
is effective on the date of enactment for to
bacco products removed after December 31, 
1999, and December 31, 2001, respectively. Ap
propriate floor stocks taxes are imposed on 
January 1, 2000, and on January 1, 2002. 

TITLE IX-DEPARTMENT OF ENERGY 
SEC. 9303. LEASE OF EXCESS STRATEGIC 

PETROLEUM RESERVE CAPACITY 
HOUSE BILL 

The bill provides for the lease of excess 
Strategic Petroleum Reserve capacity, sub
ject to certain conditions. The bill provides 
for the use of funds collected through the 
leasing to be used for the purchase of oil for 
the StrategiC Petroleum Reserve beginning 
in fiscal year 2003. 

SEN ATE AMENDMENT 
The amendment provides for the lease of 

excess Strategic Petroleum Reserve capac
ity. The amendment provides for the use of 
funds collected through the leasing to be 
used for the purchase of oil for the Strategic 
Petroleum Reserve beginning in fiscal year 
2008. 

CONFERENCE AGREEMENT 
The conference agreement includes the 

House language, with technical changes, ex
cept that the conference agreement provides 
for the use of funds collected through the 
leasing to be used for the purchase of oil for 
the Strategic Petroleum Reserve beginning 
in fiscal year 2008. 

TITLE X-BUDGET ENFORCEMENT ACT 
OF 1997 

BACKGROUND 
CURRENT LAW 

Current budget enforcement mechanisms 
were put into place as a result of the Con
gressional Budget and Impoundment Control 
Act of 1974 and the Balanced Budget and 
Emergency Deficit Control Act of 1985 
(GRH). While the Supreme Court's 1986 deci
sion in Bowsher v. Synar (478 U.S. 714) invali
dated the GRH sequester mechanism, Con
gress moved to correct the constitutional 
flaw in the law by enacting the Balanced 
Budget and Emergency Deficit Control Reaf
firmation Act of 1987. 

In the spring· of 1990 it was evident that the 
deficit would exceed the GRH maximum def
icit amount by more than $100 billion. Later 
that year, the Office of Management and 
Budget estimated that a sequester of $85 bil
lion would be required to eliminate the ex
cess deficit amount. A key feature of the 1990 
budget summit agreement was a major re
structuring of budget enforcement provisions 
of GRH. The budget process provisions of the 
1990 budget summit agreement were enacted 
as the Budget Enforcement Act of 1990 (BEA) 
(title XIII of the Omnibus Budget Reconcili
ation Act of 1990; H.R. 5835; Pub. L. 101-508). 
The BEA created a two-tiered budget en
forcement regime by establishing caps on 
discretionary appropriations spending and a 
"pay-as-you-go" requirement for legislation 
affecting mandatory spending or revenues. 

While the BEA also extended deficit limits 
through 1995, it relied exclusively on discre
tionary spending limits and the pay-as-you
go requirement for 1991 through 1993 to im
pose budgetary discipline. For 1991 through 
1993, the BEA required the President to ad
just the deficit limits each year to equal the 
deficit. This effectively made the deficit lim
its unenforceable for those years. The BEA, 
however, gave the President the choice of re
turning to fixed enforceable deficit limits in 
1993. In 1993, President Clinton chose to con
tinue to adjust the deficit limits and effec
tively discontinued enforceable deficit lim
its. Later that year, when the BEA was ex
tended through 1998, Congress did not extend 
deficit limits. 

The discretionary spending limits and the 
pay-as-you-go requirement are scheduled to 
sunset at the end of 1998. These mechanisms 
have been extremely useful tools for the Con
gress to control discretionary spending and 
to ensure legislation is not enacted that 
would increase the deficit. 
Congressional budget process 

Under the Congressional Budget Act of 
1974, as amended, the Congress adopts its 
own budget in the form of a concurrent budg
et resolution. The budget resolution provides 
a budgetary framework within which it con
siders spending and tax legislation. The 
budget resolution establishes aggregate 
spending and revenue levels and distributes 
the spending levels across 20 functional cat
egories. 

The conference report accompanying the 
budget resolution allocates a lump sum of 
spending authority to all committees with 
jurisdiction over federal spending. The Ap
propriations Committee subdivides this allo
cation amount among each of its 13 sub
committees. 

If the budget resolution envisions changes 
in revenue and mandatory spending, the 
budget resolution may provide reconciliation 
instructions directing the authorizing com
mittees to report legislation that achieves 
the specified spending and revenue targets. 
The authorizing committees respond to these 
reconciliation directives by reporting their 
legislative recommendations to the Budget 
Committees. The Budget Committees com
pile these legislative recommendations into 
omnibus reconciliation bills that are consid
ered under fast-track procedures in the Con
gress. 

The spending and revenue levels in the 
budget resolution and the accompanying re
port are enforced through points of order 
that may be raised by members of Congress 
when the House or Senate considers spending 
and tax legislation. 
Statutory controls over the budget 

The Budget Enforcement Act of 1990 
amended the Congressional Budget Act of 

1974 and the Balanced Budget Act of 1985 to 
establish two new statutory controls over 
federal spending: (1) limits on general pur
pose discretionary budget authority and dis
cretionary outlays, which apply to spending 
controlled through the annual appropria
tions process; and (2) a pay-as-you-go 
(PAYGO) requirement, which applies to di
rect spending and revenues. Initially, the 
two processes were to be effective for 1991 
through 1995. The spending limits and 
PA YGO were extended through 1998 by Title 
XIV of P.L. 103--06, the Omnibus Budget Rec
onciliation Act of 1993. The Congress estab
lished separate discretionary spending limits 
through 1998 for crime prevention and cer
tain law enforcement activities as part of 
the Violent Crime Control and Law Enforce
ment Act of 1994 (P.L. 103-322). 

Breaches of the discretionary spending 
limits and PAYGO requirements are enforced 
by sequestration-automatic across-the
board spending reductions in non~exempt 
programs. A sequester is triggerecl under the 
discretionary spending limits if either the 
budget authority or outlay limit for the ap
plicable fiscal year is exceeded. A sequester 
is triggered under PA YGO if the net effect of 
legislation affecting receipts or entitlement 
spending is to increase the deficit. 
Summary of this title 

The primary purpose of this title is to im
plement the budget process provisions of the 
Bipartisan Budget Agreement. The Bipar
tisan Budget Agreement called for the exten
sion of the BEA through 2002 with some 
modifications (the text of the Bipartisan 
Budget Agreement appears on pages 75--92 of 
the Senate print accompanying S. Con. Res. 
27, S.Rpt. 105--27). This title also makes a 
number of changes to consolidate provisions, 
repeal obsolete provisions, make technical 
and conforming changes, and to update the 
Budget Act and GRH. The Budget Act and 
GRH have been amended in a piecemeal fash
ion over the years. Consequently both of 
these laws contain redundant and obsolete 
provisions. Finally, this title calls for a task 
force in the Senate to review the floor proce
dures used during the considerations of budg
et resolutions and reconciliation bills. 

House procedures 
This title makes various changes in the ap

plication of certain budget procedures in the 
House. Many of these changes are applicable 
only in the House of Representatives. The 
title allows the Committee on Ways and 
Means to reduce revenue below the revenue 
floor if it is offset by reductions in spending 
(in excess of amounts required under rec
onciliation). In addition, this title discon
tinues the practice of providing an alloca
tion of new entitlement authority separate 
from other forms of mandatory spending. Fi
nally, this title provides that it is not nec
essary to waive the Budget Act where 
through rulemaking the Budget Act viola
tion is removed in the text pending before 
the House. 

Senate procedures 
This title makes a number of changes to 

the Budget Act regarding the congressional 
budget process and its application to the 
Senate. During consideration of the revenue 
reconciliation bill, Senator Byrd offered an 
amendment to incorporate many aspects of 
Senate Rule XXII (cloture) to procedures 
governing the Senate's consideration of rec
onciliation bills. The Senate adopted the 
Byrd amendment (#572) by a vote of 9~. 
After a great deal of. consultation, the Sen
ate leadership concluded that any change to 
floor procedures under fast-track requires 
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further study. Consequently, the conference 
agreement includes the creation of a bipar
tisan Senate task force which is to report to 
the Senate by October 8, 1997. 
Structure of this title 

During the course of the past year, the 
House and Senate Committees on the Budg
et, with the assistance of the Congressional 
Budget Office and the Office of Management 
Budget, developed legislation to extend the 
BEA, incorporate the budget process provi
sions of the Bipartisan Budget Agreement, 
and make technical and conforming changes 
to budget laws. 

At the start of the legislative process, the 
House and Senate Committees on the Budget 
worked from the same basic draft. This draft 
was then modified to meet the specific con
cerns of the membership of each House. In 
the House of Representatives, the draft was 
incorporated into the language of H.R. 2015 
(as title XI Budget Enforcement) as part of a 
Manager's Amendment. During consider
ation in the Senate of the spending reconcili
ation bill, S. 947, (the text of which became 
the Senate amendment to H.R. 2015) no budg
et enforcement language was included. How
ever, during consideration in the Senate of 
the revenue reconciliation bill, S.949, (the 
text of which became the Senate amendment 
to H.R. 2014) the enforcement language was 
adopted by a vote of 98-2 in the form of an 
amendment offered by Senators Domenici 
and Lautenberg (amendment number 537) 
and became title XVI. 

As a result of each House sending the en
forcement language to conference on a dif
ferent bill, this joint explanatory statement: 
(1) sets forth the language found in each bill 
(by identifying the section in the respective 
bill), (2) compares the two (by reference to 
the section of the Budget Act or GRH which 
is sought to be amendeJ), and (3) indicates 
the agreement reached by the conferees. 
Where the position of the House and Senate 
are identical with respect to any particular 
language, for purposes of clarity, the Senate 
will recede to the language of the House bill. 
Any other results will be specifically ex
plained below. 
Subtitle A: Amendments to the Congres

sional Budget and Impoundment Control 
Act of 1974; Sections 10001-10123 

1. Table of Contents 
HOUSE BILL (SEC'l'ION 11001) 

Sets forth a short title and table of con
tents for the Budget Enforcement Act of 
1997. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT (10001) 

The Senate recedes to the House with the 
appropriate renumbering. 
2. Amendments to section 3 of the Congressional 

Budget Act 
HOUSE BILL (SECTION 11101) 

Amends Section 3 of the Congressional 
Budget and Impoundment Control Act of 1974 
("Budget Act") to include entitlement au
thority as defined under current law in sec
tion 401(c)(2)(C) of the Budget Act and the 
Food Stamp program (which is technically 
not an entitlement). This change is taken in 
concert with the discontinuation of separate 
allocations of new entitlement authority in 
section 11106. As a consequence of these 
changes, entitlement authority will be allo
cated as new budget authority and will be 
subject to the points of under the Budget Act 
that apply to new budget authority. 

SENAT~ AMENDMENT 

No provision. 

CONFERENCE AGREEMENT (SECTION 10101) 

The Conference agreement reflects the 
House bill with modifications. The Con
ference agreement defines the term "entitle
ment authority" in section 3 of the Budget 
Act and adds the food stamp program to that 
definition. 
It is the intent of the conferees that legis

lation providing new entitlement authority 
as defined in section 401(c)(2)(C) is also a 
form of new budget authority as set forth in 
Section 3(2). In the House, legislation pro
viding new entitlement authority will also 
be considered as new budget authority and 
subject to the same Budget Act requirements 
that apply to new budget authority. In the 
Senate, this provision merely conforms to 
current practice. 
3. Amendment to section 201 of the Congres

sional Budget Act 

HOUSE BILL (SECTION 11102) 

Provides a nonsubstantive change clari
fying that the term of the Director of the 
Congressional Budget Office is one of four 
years that expires in the year preceding a 
Presidential election. 

Corrects an error made by Section 13202 of 
the Budget Enforcement Act of 1990 that des
ignated two different subsections as 201(g) by 
redesignating the first as Section 201(f). 

SENATE AMENDMENT (SECTION 1601) 

Provides a technical correction to redesig
nate a subsection regarding revenue esti
mates Which was not properly executed in 
prior amendments. 

CONFERENCE AGREEMENT (SECTION 10102) 

The Conference agreement reflects the 
House bill with modifications to eliminate 
the references to the Office of Technology 
Assessment and the Technology Assessment 
Board from this section. 
4. Amendments to section 202 of the Congres

sional Budget Act 

HOUSE BILL (SECTION 11103) 

Amends Section 202(a) of the Budget Act to 
clarify that the "primary" duty of the Con
gressional Budget Office is to assist the 
House and Senate Budget Committees. This 
section also eliminates an obsolete provision 
relating to the transfer of the functions of 
the Joint Committee on Reductions of Fed
eral Expenditures to the Congressional Budg
et Office. 

SENATE AMENDMENT (SECTION 1602) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10103) 

The Conference agreement reflects the 
House bill with a modification. The con
ferees recognize that CBO's responsibilities 
have expanded considerably, particularly 
with the enactment of the Unfunded Man
date Reform Act of 1995. In addition to scor
ing reported legislation and providing spend
ing and revenue projections, CBO also pro
vides assistance to committees and indi
vidual members upon request. The intent of 
this language is to clarify that CBO's pri
mary duty is to assist the Budget Commit
tees in its duties to the Congress to develop, 
implement, and enforce the budget resolu
tion and address other budgetary matters. 

The Conference agreement also requires 
CBO to include in its report the estimated 
budgetary impact associated with assuming 
the extension of mandatory programs that 
exceed $50 million and excise taxes dedicated 
to trust funds for the baseline as required by 
section 257 of GRH. 

5. Amendments to section 300 of the Congres
sional Budget Act 

HOUSE BILL (SECTION 11104) 

Conforms the date in the table in Section 
300 of the Budget Act for committee submis
sion of views and estimates (six weeks after 
the submission of the President's budget) 
with the date in Section 301(d) of the Budget 
Act (which was in turn amended to allow the 
Budget Committee Chairman to set an alter
native deadline for submission of committee 
views and estimates). 

SENATE AMENDMENT (SECTION 1603) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10104) 

The Conference agreement reflects House 
bill with a modification. 
6. Amendments to section 301 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11105) 

This section makes various changes in the 
content and enforcement of the budget reso
lution through changes to Section 301 of the 
Budget Act. First, and most importantly, it 
permanently extends the requirement that 
the term of budget resolutions be for a pe
riod of at least 5 years. Under current law, 
the resolution must cover three fiscal years, 
but this window was temporarily extended to 
five years as part of the Omnibus Budget 
Reconciliation Acts of 1990 and 1993. 

Second, it eliminates the requirement that 
budget resolutions set forth levels of direct 
loan obligations and primary loan guarantee 
commitment levels because under the Credit 
Reform Act of 1990 all loans are scored up 
front as new budget authority. 

Third, it extends a provision, applicable 
only in the Senate, that provides for adjust
ments of committee allocations for deficit
neutral legislation as long as the legislation 
is deficit-neutral in the first year covered by 
the resolution and for the 5-year period cov
ered by the resolution. 

Fourth, it allows the Budget Committee 
Chairmen to set an alternative deadline for 
submission of committee views and esti
mates. 

Finally, it extends the Social Security 
point of order in the Senate to include the 
concurrent budget resolution and any re
lated amendments, motions, or conference 
reports. 

SENATE AMENDMENT (SECTION 1604) 

The Senate amendment is identical to the 
House bill with two exceptions. First, it adds 
a new paragraph (9) to include direct loan ob
ligations and primary loan commitment 
guarantee levels as items that may be in
cluded in a budget resolution. Second, it also 
amends the listing of those items that must 
be included in a committee report accom
panying a budget resolution and adds a list
ing of those items that may be included in 
such a report. 

CONFERENCE AGREEMENT (SECTION 10105) 

The Conference agreement reflects the 
House bill with an amendment. 

The Conference agreement modifies the 
scope of budget resolutions to provide that a 
budget resolution must cover at least five 
years. The Congress has expanded the scope 
of budget enforcement activities in recent 
years. The 1990 BEA (section 606 of the Budg
et Act) expanded the scope of budg·et enforce
ment by requiring budget resolutions to set 
5-year enforceable levels. The Senate adopt
ed its pay-as-you-go rule in 1993 that estab
lished a 10-year time-frame with respect to 
direct spending and revenue legislation. The 
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1996 budget resolution covered 7 years. The 
Bipartisan Budget Agreement covers ten 
years. The conference agreement retains the 
requirement that budget resolutions cover at 
least five years and provides Congress with 
the discretion to set a longer time frame in 
a budget resolution. 

The conference agreement eliminates the 
requirement that a budget resolution con
tain direct loan and loan guarantee levels. 
The Conference agreement allows a budget 
resolution to set credit levels. The Federal 
Credit Reform Act of 1990 ("Credit Reform") 
modified the budgetary treatment of credit 
programs to require a subsidy appropriation 
before a direct loan obligation or loan guar
antee commitment is made. Under credit re
form, budget authority and outlays are 
scor.ed when the subsidy appropriation is 
made and these levels are enforced by the 
section 302 allocations and the section 311 
aggregates established by the budget resolu
tion. Since the subsidy appropriation con
trols credit activity levels, there is no reason 
to continue these credit levels. 

Credit reform is largely dependent on esti
mates made by the Executive Branch about 
interest rates and default risk. The integrity 
of these subsidy estimates is entirely in the 
control of the Executive Branch. If the Exec
utive Branch made gross errors with respect 
to subsidy estimates or intentionally manip
ulated these estimates, the subsidy appro
priation becomes much less relevant for de
termining credit levels. The conferees have 
been satisfied with the implementation of 
the Federal Credit Reform Act. However, if 
there are significant errors in subsidy esti
mates, for whatever reason, the CongTess 
may want to return to establishing credit 
levels in a budget resolution. While the con
ferees do not believe credit levels need to be 
established in a budget resolution, for the 
rea-sons stated above, the conference agree
ment leaves this option to the discretion of 
the Congress. 
7. Amendments to section 302 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11106) 

The House bill permanently extends the re
quirement that allocations to the author
izing committees cover at least a five-year 
period. In the process, it collapses the tem
porary allocations under section 602 into sec
tion 302, generally conforming to the struc
ture set forth in section 602. 
It also modifies the default allocation in 

which an interim allocation is provided to 
the Appropriations Committee in the House 
if the budget resolution is not agreed to by 
April 15. Under the modified default alloca
tion, the Appropriations Committee would 
be allocated an amount based on the prior 
year's budget resolution (instead of the 
President's budget). It clarifies that the Ap
propriations Committee shall subdivide its 
allocation among its 13 subcommittees. It 
provides that the allocations and suballoca
tions shall be divided between defense, non
defense, and the violent crime reduction cat
egory as long as separate spending limits are 
in effect. 

SENATE AMENDMENT <SECTION 1605) 

The Senate amendment is essentially iden
tical to the House bill, though it does not 
contain the provision regarding temporary 
allocations to the House Appropriations 
Committee in section 302. 

CONFERENCE AGREEMENT (SECTION 10106) 

The Conference agreement reflects the 
House bill with modifications. As with sec
tion 301 regarding the scope of the time
frames in a budget resolution, the conference 

agreement also requires that section 302 allo
cations made to committees cover at least 
five years. Interim allocations only apply in 
the House. 

The conference agreement also provides 
that the Budget Committee must make sepa
rate allocations of defense, nondefense, and 
violent crime reduction funding. Section 
302(a)(3) requires that the allocation of budg
et authority and outlays to the Appropria
tions Committees will be further divided 
among the categories specified in section 
250(c)(4) of GRH. Under section 302(b), the 
Appropriations Committees are required to 
allocate these separate categories among its 
13 subcommittees. These separate divisions 
of the allocations are enforced in the Senate 
pursuant to section 302(f) of the Budget Act. 

As modified, section 302(f) of the Budget 
Act refers to the "applicable" allocation. 
The word "applicable" is used in part to rec
ognize the fact that two budget resolutions 
will often be in force at the same time. 
8. Amendments to section 303 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11107) 

The House bill makes several technical 
changes to Section 303(a) of the Budget Act 
which prohibits the consideration of spend
ing legislation before Congress has agreed to 
a budget resolution. It eliminates references 
to new credit authority and new entitlement 
authority. In the future, legislation pro
viding new entitlement authority will be 
scored as providing new budget authority 
which is also subject to section 303(a). Credit 
authority is already scored as new budget 
authority, in the amount of the subsidy. 

SENATE AMENDMENT (SECTION 1606) 

The Senate amendment repeals subsection 
(c) of section 303, which provides a process 
for the Senate to consider a resolution to 
waive this point of order. Since this point of 
order can be waived under section 904 of the 
Budget Act through a motion, the waiver 
resolution process is not needed. 

CONFERENCE AGREEMENT (SECTION 10107) 

The Conference agreement reflects the 
House bill with an amendment. The Con
ference agreement rewrites section 303 in its 
entirety to simplify this section, drop obso
lete provisions, and make conforming 
changes to reflect changes made to other 
provisions in the Act. The Conference agree
ment retains the general objective of section 
303: to discourage the Congress from consid
ering budget-related legislation until the 
adoption of a budget resolution for a year. 

The language of current section 303 is 
vague with respect to its application to ap
propriations measur~s in the Senate. Under 
section 302 of the Budget Act, allocations are 
made to the Senate Appropriations Com
mittee for just the first year of a budget res
olution (the budget year). The conference 
clarifies the application of this point of 
order to provide that it is out of order to 
consider an appropriations measure for a 
year until an allocation under section 302(a) 
has been made pursuant to the budget reso
lution for that year. The conference agree
ment retains the current law exception that 
allows appropriations measures to contain 
advance appropriations for the two years fol
lowing that year. By "advance appropria
tions", the conferees mean an appropriation 
which is first available in a year beyond the 
year for which the appropriation bill applies. 

The conferees intend to clarify that sec
tion 303(a) is a gross test which looks at 
whether any provision within the measure 
provides new budget authority, increases 
revenue, etc. It is not a net test that looks 

at the sum of changes in budget authority, 
increases in revenue, etc. as is the case with 
sections 302(f) and 31l(a). 
9. Amendments to section 304 of the Congres

sional Budget Act 
HOUSE BILL 

No provision 
SENATE AMENDMENT 

No provision 
CONFERENCE AGREEMENT (SECTION 10108) 

The Conference agreement repeals sub
section (b) of section 304. Subsection 304(a) 
provides the authority for Congress to revise 
a budget resolution at any time. Subsection 
(b) provides that section 301(g), regarding 
economic assumptions, applies to revisions 
to budget resolutions. This subsection is not 
needed and raises an ambiguity with respect 
to whether other provisions of the Budget 
Act apply to revisions of a budget resolution. 

By repealing subsection 304(b), the con
ferees intend that all provisions of the Budg
et Act apply to revised budget resolutions 
unless there is a specific exception made for 
a revision to a budget resolution, such as 
section 305(b) which provides for only 10 
hours of debate on a revision to a budget res
olution. 
10. Amendments to section 305 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11108) 

Clarifies that the five day layover require
ment for budget resolutions includes Satur
days, Sundays and holidays when the House 
is in session. This is a conforming change to 
clause 2(1)(5) of House Rule XI, which was 
amended in the 104th Congress to count Sat
urdays, Sundays and holidays when the 
House is in session towards the layover re
quirement for bills and resolutions. 

SENATE AMENDMENT <SECTION 1607) 

The Senate amendment includes the same 
provision. 

CONFERENCE AGREEMENT (SECTION 10109) 

The Conference agreement reflects the 
House bill with a modification providing 
that the resolution can be considered the 
third calendar day (except Saturdays, Sun
days and legal holidays when the House is 
not in session) after the report has been 
made available to Members. 
11. Amendments to section 308 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11109) 

The House bill includes a technical change 
eliminating a reference to credit authority 
in legislation for which committees must in
clude a statement essentially justifying 
changes in revenue or direct spending. It also 
clarifies that such statements are to be pro
vided for joint resolutions rather than sim
ple (one-House) resolutions. 

SENATE AMENDMENT (SECTION 1608) 

The Senate amendment is essentially iden
tical to the House bill. 

CONFERENCE AGREEMENT (SECTION 10110) 

The Conference agreement reflects the 
House bill with modifications to make addi
tional technical and conforming changes re
garding section 308. 
12. Amendments to section 310 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11110) 

The House bill provides that reconciliation 
instructions may direct committees to 
achieve specified changes in direct spending. 
Under current law, the instructions are to be 
expressed as a change in new entitlement au
thority and new budget authority. This sec
tion essentially codifies the recent practice 
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of reconciling committees to report legisla
tion providing the necessary change in direct 
spending. Under current law, reconciliation 
instructions may be for new budget author
i ty , outlays and new entitlement authority. 
Direct spending is defined under section 
250(c)(8) of GRH. 

It also codifies the interpretation of the 
House that the fungibility rule in section 310 
of the Budget Act applies to legislation re
gardless of whether it increases or decreases 
revenues or spending. In order to preserve 
the original intent of section 310 to provide 
committees maximum flexibility in meeting 
their reconciliation targets, committees are 
allowed to substitute changes in revenue for 
changes in spending, or vice versa, by up to 
20 percent of the sum of the reconciled 
changes in spending and revenue as long as 
the result does not increase the deficit rel
ative to the reconciliation instructions. 

Under one interpretation, the existing 
fungibility rule could not be invoked when a 
committee reduces revenues because the rev
enue change may cancel out reductions in 
spending. Accordingly, the rule now explic
itly provides that the substitution factor is 
20 percent of the sum of the absolute value of 
the reconciled change in revenue and the ab
solute value of the reconciled change in 
spending. 

SENATE AMENDMENT (SECTION 787) 

The Senate amendment amends section 
310(e)(2) of the Congressional Budget Act to 
provide 30 hours of Senate consideration of a 
Reconciliation Bill. The amendment requires 
consent to yield back time on the bill or to 
limit debate. It also provides 30 minutes of 
debate per first degree amendment, and 20 
minutes of debate per second degree amend
ment until the 15th hour of debate after 
which all amendments are limited to 30 min
utes of debate. And, it prohibits submitting 
first degree amendments after the 15th hour 
of consideration, and prohibits submitting 
second degree amendments after the 20th 
hour. 

CONFERENCE AGREEMENT (SECTION 10111) 

The Conference agreement reflects the 
House bill with a modification. The con
ference agreement only amends section 310 
to modify subsection 310(c)(1)(A) regarding 
the application of the fungibility rule in the 
House. While no language regarding Senate 
floor procedure is included, the conference 
agreement calls for a Senate bipartisan task 
force to study and report on budget resolu
ti~:m and reconciliation floor procedures. 
13. Amendments to section 311 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11111) 

This section modifies section 311, which en
forces the budget resolution by prohibiting 
the consideration of legislation that exceeds 
its aggregate spending levels or reduces reve
nues below its revenue floor. 

It eliminates references in section 311 to 
new entitlement authority. It clarifies that 
the exception under 303 for legislation pro
viding new budget authority applies only to 
advanced discretionary budget authority
not mandatory spending. 

This section also preserves the so-called 
Fazio exception in the House that allows ap
propriation measures to exceed the aggre
gate ceiling on new budget authority or out
lays if they do not exceed the Appropriations 
Committee 's applicable allocation. 

Finally, this section eliminates a redun
dant point of order in the Senate and clari
fies the Social Security " firewall " point of 
order, making its application more clear. 

SENATE AMENDMENT (SECTION 1609) 

The Senate amendment is identical to the 
House bill. 

CONFERENCE AGREEMENT (SECTION 10112) 

The Conference agreement reflects the 
House bill with modifications. The Con
ference agreement provides that the spend
ing and revenue levels are enforced for the 
first year covered by the budget resolution. 
The Conference agreement also provides that 
the revenue level is also enforced for the 
same multiyear period covered by the alloca
tions provided in a conference report accom
panying a budget resolution, which is at 
least 5 years. 
14. Amendments to section 312 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11112) 

The House bill makes stylistic changes to 
the heading and consolidates existing provi
sions regarding points of order and adds 
some new provisions. 

Subsection (a) provides generic authority 
clarifying that the Committees on the Budg
et are responsible for providing estimates (or 
"scoring" information) to the House and 
Senate for the purposes of evaluating the ap
plicability of Budget Act points of order. Re
dundant language is repealed throughout the 
Act and replaced with this one statement 
that applies to all points of order under ti
tles III and IV. 

Subsection (b) moves the existing section 
601(b) point of order in the Senate for the en
forcement of discretionary spending limits 
to subsection 312(b). 

Subsection (c) moves the existing section 
605(b) point of order in the Senate for the en
forcement of the maximum deficit amount 
to subsection 312(c). This point of order will 
not be enforced because the House bill does 
not provide " maximum deficit amounts" in 
GRH. The House bill retains both the point 
of order and the sequester procedures (sec
tion 253 of GRH) in the event the Congress 
wants to return to deficit limits. 

Subsection (d) adds new language which 
places into law the current practice in the 
Senate with respect to the timing of points 
of order. 

Subsection (e) retains current law (first 
paragraph of section 312) with respect to 
amendments between the Houses. 

Subsection (f) retains current law (section 
312(b)) with respect to the effect of a point of 
order against a bill in the Senate. 

It repeals the now redundant (by virtue of 
new 312(a)) language from current law. 

SENATE AMENDMENT (SECTION 1610) 

The Senate amendment is identical to the 
House Bill. 

CONFERENCE AGREEMENT (SECTION 10113) 

The Conference agreement reflects the 
House bill with technical changes. 
15. Addition of a new section "314" of the Con

gressional Budget Act 
HOUSE BILL (SECTION 11113) 

Adds a new section 314 to the Budget Act 
containing some of the elements in the now
eliminated title VI. Most importantly, sec
tion 314 provides a procedure for adjusting 
the appropriate budget resolution levels for 
certain legislation for which similar adjust
ments are provided in the statutory discre
tionary spending levels under section 11203 of 
this t\tle . The adjustments are for con
tinuing disability reviews, the IMF, arrear
ages and emergencies. 

In a change from current law, the appro
priate spending levels are adjusted for legis
lation designating funding for emergencies 

instead of the previous practice of simply 
not counting such spending against the 
budget resolution's levels. 

In another change in allocation procedures 
for the House , the adjustments are made 
only for the consideration of the relevant 
legislation and do not become permanent 
until the legislation is actually enacted. 

SENATE AMENDMENT (SECTION 1611) 

The Senate amendment is the same as the 
House language with slight modifications. 

CONFERENCE AGREEMENT (SECTION 10114) 

The Conference agreement reflects the 
House bill with modifications. The con
ference agreement provides for a process for 
the Budget Committee Chairman to make 
adjustments to levels set forth in or pursu
ant to a budget resolution for emergency leg
islation, continuing disability reviews, an 
IMF allowance, an allowance for inter
national arrearages, and earned income tax 
credit compliance. The purpose of these ad
justments is to ensure that budgetary limits, 
are only adjusted for the legislation that 
meets the specific criteria spelled out in this 
section. This section sets out a process re
garding discretionary spending limits that is 
similar to the process in section 251 of GRH. 

Subsection (a)(1) provides the general au
thority for the Budget Committee Chairman 
to make adjustments for legislation. Sub
section (a)(2) provides the Chairman with the 
authority to revise the levels set forth by or 
pursuant to a budget resolution. Subsection 
(b) provides the criteria for legislation that 
qualified for the adjustments. A bill, resolu
tion, amendment or conference report must 
meet the specific terms spelled out in one of 
these paragraphs before the Chairman can 
make any adjustments pursuant to this sec
tion. ·subsection (c) provides that the adjust
ments only apply while the legislation is 
under consideration and only take final ef
fect upon the legislation's enactment. The 
conferees intend that the adjustments only 
apply while the legislation that meets the 
terms of one of th~ paragraphs of subsection 
(b) is under consideration. In subsection (c), 
the reference to "legislation" means a bill, 
joint resolution, amendment, motion or con
ference report. It is the Chairman's responsi
bility to ensure these adjustments are only 
available for legislation that meets the 
terms of subsection (b). This could neces
sitate that the Chairman reverse the adjust
ments, particularly the aggregates, after the 
pending legislation is disposed of. 
16. Addition of a new section 315 to the Congres

sional Budget Act 
HOUSE BILL <SECTION 11114) 

The House bill provides that it is not nec
essary to waive the Budget Act as part of a 
House resolution to consider legislation in 
which the resolution eliminates the source of 
the Budget Act violation. Most points of 
order under the Budget Act lie against con
sideration of the bill as originally reported 
by a committee. If the reported version of 
the bill violates the Budget Act, then the 
Chairman of the Budget Committee often ar
ranges to have the violation corrected as 
part of a rule that effectively amends the 
version of the bill pending before the House. 
However, it is still necessary to waive the 
point of order because the point of order lies 
against the bill as reported. As modified, it 
will no longer be necessary to waive the 
point of order in order to consider a bill in 
which the rule eliminates the source of the 
violation. 

SENATE AMENDMENT 

No provision. 
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CONFERENCE AGREEMENT (SECTION 10115) 

The Conference agreement reflects the 
House bill with technical changes providing 
that it is not necessary to waive the Budget 
Act when the source of the Budget Act viola
tion in the reported bill is eliminated 
through a special rule or unanimous consent 
request. This provision only applies in the 
House. 
17. Amendments to section 401 and repeal of sec

tion 402 of the Congressional Budget Act 

HOUSE BILL (SECTION 11115) 

The House bill makes changes in section 
401 (which defines and enforces various forms 
of spending authority that are not controlled 
through the annual appropriations process). 
It repeals the definition of new entitlement 
authority (which is shifted into section 3 of 
the Budget Act). It repeals a seldom used 
process in the House for referring bills pro
viding certain forms of mandatory appro
priations to the Committee on Appropria
tions. Finally, it collapses a point of order 
against legislation providing credit author
ity not subject to appropriations into section 
401, which also prohibits the consideration of 
legislation providing contract or borrowing 
authority. 

SENATE AMENDMENT 

No provision. 
CONFERENCE AGREEMENT (SECTION 10116) 

The Conference agreement reflects the 
House bill with modifications. 

Sections 401 and 402 were enacted as a 
means of controlling "backdoor" spending. 
This is spending not under the annual con
trol of the Congress through the appropria
tions process. The Conference agreement's 
changes to section 401 are not intended to 
weaken this section, but to update it. 

The conference agreement provides that 
section 401(a) will apply, just as it does under 
current law, to contract authority and bor
rowing authority. The conference expands 
section 401(a) to apply to credit authority 
and repeals section 402. This change has no 
practical effect. It just consolidates the 
point of order against creating these types of 
spending authority in one section of the 
Budget Act. 

The Conference agreement repeals the defi
nition of "new spending authority" . This 
definition is no longer needed · and raises 
questions about what constitutes new spend
ing authority. Since being defined in the 
original 1974 Budget Act, the Congress has 
expanded the definition of budget authority. 
Under the current definition, "new spending 
authority" as defined in section 401(c) and 
"budget authority" as defined in section 3 
are essentially the same. As a result, the 
separate definition in section 401(c) of the 
Budget Act is unneeded. 

The important provisions of section 401 of 
the Budget Act are to provide controls on 
backdoor spending and to provide a defini
tion of " entitlement authority". The defini
tion of the term " entitlement authority" 
has been moved to section 3 of the Budget 
Act. The conference agreement refers to 
"new entitlement authority." The conferees 
intend that this term applies to legislation 
that either expands an existing entitlement 
or creates a new entitlement. The existing 
controls on backdoor spending authority 
have been retained. 

This Conference agreement generally 
makes technical and conforming changes to 
the Budget Act. The conferees note that 
there are major deficiencies in section 401 
that have not been corrected in this section. 
It is the intent of the conferees that future 

legislation should address the purposes of 
section 401 and the definitions of " contract 
authority" and "borrowing authority" , and 
should provide an up-to-date and more effec
tive means of controlling backdoor spending. 
18. Amendments to Title V of the Congressional 

Budget Act (Credit Reform) 
HOUSE BILL 

No provision. 
SENATE AMENDMENT (SECTION 1612) 

The Senate amendment contains technical 
corrections and conforming amendments to 
the Federal Credit Reform Act of 1990. All of 
the proposed changes to Credit Reform in 
this amendment are taken from suggestions 
made by OMB. In general they reflect the ex
perience with implementing Credit Reform 
since 1990 and codify current working defini
tions used by the Congressional Budget Of
fice and the Office of Management and Budg
et. 

The amendments to section 502 clarify the 
definition of a direct loan by explicitly in
cluding the sale of assets on credit terms. 
These amendments also clarify the law to re
flect current practice concerning the treat
ment of modifications of outstanding direct 
loans and loan guarantees that affect their 
cost, adding a definition of the term " modi
fication. ' 

The amendments to section 504 clarify that 
appropriation action is required before direct 
loans and loan guarantees can be made (sub
sidy costs must be appropriated in advance), 
except for mandatory programs that are ex
empt from this requirement. The existing 
language with respect to modifications is 
also made clearer. 

The amendments to section 505 provide 
technical instructions concerning the inter
est rate charged to Government agencies by 
Treasury to finance credit programs, includ
ing the interest rate charged on loans fi
nanced by the Federal Financing Bank 
(FFB). The amendments require Treasury, 
including the FFB, to use the same rate as 
the one used to calculate the cost of a direct 
loan or loan guarantee. That is the current 
practice for Treasury financing other than 
financing by the FFB. The FFB is permitted 
to add a surcharge to the Treasury rate of in
terest, which is paid by the borrower and, in 
turn, by the agency. Current law does not 
provide instructions for dealing with the sur
charge. The amendments specify that the 
surcharge will be credited to the credit pro
gram's financing account along with other 
interest paid to the Government. Currently, 
a fraction of the surcharge is used to finance 
the FFB's administrative expenses. The 
amendments allow the FFB to require reim
bursement from an agency to cover the 
FFB's administrative expenses. The agency 
will pay for its administrative expenses out 
of appropriations for that purpose, as is re
quired now for other administrative expenses 
of most credit programs. 

CONFERENCE AGREEMENT (SECTION 10117) 

The Conference agreement adopts the Sen
ate Amendment with additional changes for 
clarifica tlon. 

Amendments to section 502 clarify the defi
nition of the term " cost ," including a modi
fication of the requirement concerning the 
" discount rate" used to determine cost so 
that it is based on the timing of the cash 
flows , as opposed to the term of the loan. 
Under this approach, a claim payment that 
will occur in year 1 of a guaranteed loan is 
discounted using the rate on a I-year Treas
ury security, while a claim payment that 
will occur in year 30 is discounted using the 
rate on a 30-year Treasury security. The 

total cost is the sum of the present values of 
each year's cash flows over the life of the di
rect loan or loan guarantee. This change in
creases accuracy and reduces bias. Accuracy 
is improved because each cash flow ls dis
counted by the interest rate on a Treasury 
security having the same maturity as the pe
riod of that cash flow. Under the present 
practice, the rate on a Treasury security of 
similar maturity to the loan is based on the 
pattern of interest and principal payments 
for the security (semi-annual interest pay
ments and full principal repayment on the 
last payment date). The estimated cash flows 
for credit programs almost never match this 
pattern. Bias is reduced because loans with 
the same cash flows but different maturities 
would be priced using the same basket of dis
count rates, and would therefore have the 
same cost. 

Also under the definition of " cost, " the 
amendments requires that, for purposes of an 
agency obligating funds for the cost of a 
credit program, the cost estimate will be 
based on the assumptions used in the Presi
dent's budget for the fiscal year in which the 
direct loan or loan guarantee is obligated, 
adjusted for differences between the pro
jected and actual terms of the contract. For 
example, assuming no difference between the 
projected and actual terms of the loan con
tract, the cost estimate for the obligation of 
a direct loan in 1998 would be based on the 
assumptions used in the President's 1998 
budget. This incorporates by statute OMB's 
current guidelines for calculating the cost 
estimate when funds are obligated for a di
rect loan or loan guarantee. For one-year 
funds, it provides Congress with the assur
ance that loan volume will not be affected by 
changes in assumptions during the period of 
program execution. In effect, it means that 
Congress will get the volume it paid for when 
it appropriated funds for the credit program. 
For programs with multi-year funds, the 
cost estimate will reflect more recent as
sumptions. 

Workouts are not assumed to be included 
in the definition of modifications. The con
ference agreement does not change the treat
ment of workouts as implemented under the 
Federal Credit Reform Act of 1990. OMB and 
CEO shall report recommendations for any 
changes in such treatment to the House and 
Senate Committees on the Budget not later 
than March 30, 1998. Such report shall in
clude data on the extent of the use- of work
outs and the resulting costs or savings. 

The amendments add a definition of the 
term "current," which is used in other credit 
definitions with regard to credit assump
tions. By referring to GRH, the definition is 
the same as the one that is used for Budget 
Enforcement Act purposes . 
19. Repeal of title VI of the Congressional Budg

et Act (Budget Agreement Enforcement Pro
visions) 

HOUSE BILL (SECTION 11116) 

The House bill repeals title VI, which pro
vided changes in Congressional budget proce
dures that were expected to last only for the 
duration of previous budget agreements. 
Title VI temporarily extended the coverage 
and enforcement of budget resolutions from 
three to five fiscal years. It also provided for 
adjustments in the budget resolution for 
such factors as emergencies, estimating dif
ferences, and tax compliance. 

The five-year scope of the resolution ls per
manently extended in sections 11105 and 
11106. The new adjustments are set forth in 
section 11113. The House bill repeals an un
used provision in section 604 of the Budget 
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Act, which provided the House Budget Com
mittee with the authority to report a rec
onciliation directive providing for tax in
creases to offset legislation cutting taxes. 

SENATE AMENDMENT (SECTION 1613) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10118) 

The Senate recedes to the House. 
20. Amendments to section 904 of the Congres

sional Budget Act 
HOUSE BILL (SECTION 11117) 

The House bill contains technical correc
tions regarding waivers and appeals. It re
drafts the section so as to make it possible 
to differentiate between those points of order 
which are subject to supermajority dis
cipline and those that are not. It adds a new 
subsection "(e)" to indicate which waiver 
and appeal provisions expire at the end of 
2002. This has previously been applicable in 
the Senate by virtue of a provision of the 
1996 Budget Resolution. This amendment 
thus codifies the current Senate rules re
garding the sunset date for these points of 
order. Generally for those points of order 
which relate to budget levels, the super
majori ty requirements sunset in 2002. With 
respect to the other points of order which re
late to the substantive effect of language 
(germaneness, the Byrd Rule, Budget Com
mittee jurisdiction etc.), the supermajority 
requirements are permanent. 

SENATE AMENDMENT (SECTION 1614) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10ll9) 

The Conference agreement reflects the 
House bill with technical modifications. 
21. Repeal of sections 905 and 906 of the Con

gressional Budget Act 
HOUSE BILL (SECTION 11118) 

The House bill repeals two obsolete sec
tions in the Budget Act: the original effec
tive dates for the Budget Act in section 905 
and a special rule relating to the applica
bility of the Act for Fiscal Year 1976. 

SENATE AMENDMENT (SECTION 1615) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10120) 

The Senate recedes to the House. 
22. Amendments to sections 1022 and 1024 of the 

Congressional Budget Act 
HOUSE BILL (SECTION llll9) 

The House bill makes conforming changes 
to sections 1022 and 1024 of the Line Item 
Veto Act reflecting the repeal of section 601 
of the Budget Act and its incorporation into 
section 251(c) of GRH. 

SENATE AMENDMENT (SECTION 1616) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10121) 

The Senate recedes to the House. 
23. Amendments to section 1026 of the Congres

sional Budget Act 
HOUSE BILL (SECTION lll20) 

The House bill makes conforming changes 
to section 1026 (definitions) to correct a 
drafting error in the definition of " dollar 
amount of discretionary budget authority" 
to reflect the repeal of section 601 of the 
Budget Act and its incorporation into sec
tion 251(c) of GRH. 

SENATE AMENDMENT (SECTION 1617) 

The language in the Senate Amendment is 
identical to the House Bill. 

CONFERENCE AGREEMENT (SECTION 10122) 

The Senate recedes to the House. 
24. Senate task force 

HOUSE BILL 

No provision. 
SENATE AMENDMENT (SECTION 787) 

During consideration of S.949 (spending 
reconciliation bill in the Senate) the Senate 
adopted by a vote of 92 to 8 an amendment 
offered by Senator Byrd (number 148) which 
provided new floor procedures for the consid
eration of reconciliation legislation in the 
Senate. The most significant aspect of the 
Byrd amendment was the proposal to adopt 
cloture like procedures at the conclusion of 
consideration. The amendment called for 
changing the current law's 20 hour limit on 
consideration to 30 hours of debate . In addi
tion, it called for imposing a filing require
ment for all amendments to be considered 
after 15 hours. This is a significant departure 
from current law in that it would have the 
effect of closing off the amendment process 
once all time has expired. 

Current law provides that an unlimited 
number of amendments and motions are in 
order, without debate, at the end of time. Al
though this is not explicitly set forth in sec
tion 305 of the Budget Act, it is the interpre
tation that has governed the Senate 's con
sideration of budget resolutions and rec
onciliation legislation. At the insistence of a 
number of Senators, current Senate practice 
has permitted (by unanimous consent) a very 
brief time for debate (usually between 2 and 
4 minutes, equally divided) prior to the vote 
on such amendments. This at least permits 
proponents and the managers to lay out for 
their colleagues the basic issue presented by 
the amendment. This has resulted in what 
many refer to as a "vote-a-ramma" at the 
end of time. In this situation Senators are 
forced to vote on scores of amendments with 
little or no debate. 

In addition to ending the "vote-a-ramma", 
the Byrd amendment provides that the time 
for debate on individual amendments be re
duced from 2 hours to 30 minutes for amend
ments in the first degree, from 1 hour to 20 
minutes for amendments in the second de
gree or debatable motions and appeals, and 
after 15 hours debate on all debatable items 
would be limited to 20 minutes. The Byrd 
amendment also provides that the motion to 
reduce time be debatable for 30 minutes and 
that time may be yielded back only by unan
imous consent. Current law permits this mo
tion to be voted on without debate and time 
to be yielded back as a matter of right. 

CONFERENCE AGREEMENT (SECTION 10123) 

The conference agreement provides for a 
bipartisan task force in the Senate to review 
the floor procedures governing consideration 
of budget resolutions and reconciliation 
bills. The task force is to report to the Sen
ate by October 8, 1997. 
Subtitle B: Amendments to the Balanced 

Budget and Emergency Deficit Control Act 
of 1985; Sections 10201-10213 

24. Purpose 

HOUSE BILL (SECTION 11201) 

Purpose. States that the purpose of this 
subtitle is to extend discretionary spending 
limits and pay-as-you-go requirements. 

SENATE AMENDMENT (SECTION 1651) 

The language in the Senate Amendment is 
identical to the House bill. 

CONFERENCE AGREEMENT (SECTION 10201) 

The Senate recedes to the House. 

25. Amendments to section 250 of Gramm-Rud
man-Hollings 

HOUSE BILL (SECTION 11202) 

Amends section 250(b) of GRH to state that 
it provides for the enforcement of a balanced 
budget by 2002 as called for in H. Con. Res. 
84. 

This section also defines the terms "cat
egory", " budgetary resources" and "con
sultation". "Consultation" means that the 
Budget Committee is consulted by CBO in 
manner timely enough to afford the com
mittee an opportunity to comment on the 
matter; "category" means defense, non-de
fense, and violent crime reduction discre
tionary spending, and the definition of budg
etary resources is amended to drop an obso
lete reference to credit authority. The terms 
"current" and " outyear" are also modified 
and extended. 

SENATE AMENDMENT (SECTION 1652) 

The Senate amendment is substantially 
similar to the House bill though it does not 
provide a definition of "consultation". 

CONFERENCE AGREEMENT (SECTION 10202) 

The Conference agreement reflects the 
Senate amendment with modifications. The 
conference agreement also updates the defi
nition of "budget authority" and other 
terms in section 250(c)(l). 
26. Amendments to section 251 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11203) 

The House bill provides for the extension 
of discretionary spending limits and enforce
ment procedures (sequestration) through 
2002. Retains adjustments for emergencies, 
changes in concepts and definitions, and esti
mating differences in outlays. Adds auto
matic adjustments in these limits for legis
lation relating to the International Mone
tary Fund and arrearages. Eliminates adjust
ments for inflation, estimating differences in 
budget authority as well as expired adjust
ments for loan forgiveness and IRS compli
ance. 

It imposes separate spending limits for de
fense and non defense discretionary spending 
for 1998 and 1999 and then collapses these 
limits under a general purpose discretionary 
spending limit for 2000, 2001 and 2002. 

In conformance with the Bipartisan Budget 
Agreement, the House bill allows the sepa
rate limits on the violent crime reduction 
category to expire at the end of 1998. Fund
ing for these programs will be subject to the 
non defense discretionary spending limit in 
1999 and 2000 and the general purpose discre
tionary limits in 2001 and 2002. 

SENATE AMENDMENT (SECTION 1653) 

The Senate amendment is substantially 
similar to the House bill except that it ex
tends separate violent crime reduction 
spending limits through 2002. 

CONFERENCE AGREEMENT (SECTION 10203) 

The Conference agreement reflects the 
House bill with some modifications. The vio
lent crime reduction spending limits are ex
tended through 2000. 
27. Amendments to section 251A of Gramm-Rud

man-Hollings and to section 310002 of P.L. 
103-322 

HOUSE BILL (SECTION 11204) 

The House bill shifts the separate spending 
limits on the Violent Crime Reduction Trust 
Fund spending into section 251 of GRH, 
which includes the limits for defense and 
nondefense discretionary spending. Under 
current law, section 251 provides sequester 
procedures for defense and nondefense discre
tionary spending and section 251A provides 
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sequester procedures for violent crime reduc
tion spending. Because this bill amends sec
tion 251 to provide for violent crime reduc
tion as a separate category of discretionary 
spending, section 251A is not needed and is 
repealed. Also makes a conforming change 
by repealing section 310002 of the Violent 
Crime Control and Law Enforcement Act of 
1994, which reduced the discretionary caps to 
provide a separate category for violent crime 
reduction funding. Since the section 251(c) 
caps reflect these reductions, section 310002 
of the Crime Act is no longer necessary. 

SENATE AMENDMENT (SECTION 1654) 

The Senate amendment is identical to the 
House bill. 

CONFERENCE AGREEMENT (SECTION 10204) 

The Senate recedes to the House. 
28. Amendments to section 252 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11205) 

The House bill extends the pay-as-you-go 
requirements for legislation enacted through 
2002. Under current law, PAYGO expires at 
the end of 1998. 

In order to impede legislation that would 
exacerbate the deficit beyond 2002, the House 
bill provides a "rolling" PA YGO scorecard. 
Under a rolling five year scorecard, OMB will 
score legislation for the budget year and 
each of the ensuing four fiscal years through 
2002. If this legislation causes a net deficit 
increase for any year through 2006, OMB will 
be required to implement a sequester in that 
year to eliminate any deficit increase. For 
example, a bill enacted in January 2002 
would be scored for 2002 through 2006. Al
though the PAYGO requirements expire at 
the end of 2002, the estimates and enforcing 
sequestration process would extend as late as 
2006 for legislation that is enacted prior to 
the end of 2002. 

The House bill also corrects the 
" lookback" procedure in which size of a se
quester can be offset by savings from the 
prior fiscal year. Current law provides a 
"lookback" procedure to ensure that legisla
tion that is enacted after the beginning of a 
fiscal year is captured by the pay-as-you-go 
requirements. Under OMB's current interpre
tation of the existing lookback mechanism, 
OMB double-counts pay-as-you-go surpluses 
or deficits in calculating whether a sequester 
would be necessary. OMB currently inter
prets the PA YGO look back mechanism to re
quire that the PAYGO balance for the cur
rent year be added to the budget year in de
termining if there will be a net deficit in
crease (this results in " double-counting"). 

The House bill amends the pay-as-you-go 
lookback procedures to require OMB to cal
culate the net deficit impact on the current 
year of all legislation enacted after the final 
deficit sequester report for that year. If this 
legislation would result in a net deficit in
crease, OMB is required to add the amount of 
this net deficit increase to the next year's 
sequester calculations. If legislation is not 
enacted to offset this deficit increase, a se
quester will occur. 

The House bill makes other technical and 
conforming changes to PAYGO. 

SENATE AMENDMENT (SECTION 1655) 

The Senate amendment is substantially 
similar to the House bill except that it would 
sunset pay-as-you-go sequester procedures in 
2002. 

CONFERENCE AGREEMENT (SECTION 10205) 

The conference agreement reflects the 
House bill with modifications. The lookback 
procedure is modified to provide that any net 
deficit increase or decrease created during 

the current year that is enacted after the 
final sequester report for that year is added 
to the pay-as-you-go estimates for the budg
et year. The conference agreement makes 
other clarifying and conforming changes to 
section 252. 

The conference agreement also modifies 
the manner in which deposit insurance and 
emergency spending estimates are covered 
under section 252. The conference agreement 
provides that estimates associated with ei
ther deposit insurance legislation or emer
gency legislation will not be recorded on the 
pay-as-you-go scorecard. The conferees in
tend that OMB and CBO include the esti
mated budgetary impact of deposit insurance 
and emergency legislation separately for in
formational purposes in their reports to Con
gress, but these estimates should not be re
corded for the purposes of calculating pay
as-you-go. 

For deposit insurance, the conference 
agreement provides that OMB and CBO 
should only score legislation that modifies 
the deposit insurance guarantee commit
ment under current estimates. "Current" is 
a defined term and the conferees intend that 
OMB use the technical and economic as
sumptions for deposit insurance contained in 
the President's most recent budget submis
sion (CBO should use the economic and tech
nical assumptions in the baseline). Section 
252 presently requires OMB and CBO to 
measure the impact relative to the deposit 
insurance commitment in effect in 1990. To 
the extent legislation modifies the deposit 
insurance guarantee commitment, it should 
be scored by OMB and CBO. If this legisla
tion becomes law, the cost will have been 
captured for the purposes of pay-as-you-go 
and should be reflected in the next baseline. 
29. Amendments to section 254 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11206) 

Amends section 254 of GRH by removing an 
expired provision relating to the optional ad
justment of maximum deficit amounts and 
extending the requirements for sequestration 
reports through fiscal year 2006 (for legisla
tion enacted prior to the end of 2002). 

SENATE AMENDMENT (SECTION 1656) 

The Senate amendment is identical to the 
House bill except that it deletes the require
ment for a General Accounting Office com
pliance report. 

CONFERENCE AGREEMENT (SECTION 10206) 

The Senate recedes to the House. 
30. Amendments to section 255 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11207) 

Makes several conforming changes to the 
list of exempt programs to account for 
changes in the program code, changes in pro
gram names, and programs that are no 
longer in existence. 

SENATE AMENDMENT (SECTION 1657) 

The Senate amendment ls identical to the 
House bill with a few minor exceptions. 

CONFERENCE AGREEMENT (SECTION 10207) 

The conference agreement reflects the Sen
ate amendment with modifications, includ
ing a technical correction regarding the 
treatment of low-income programs. 

The amendments to section 255(d) change 
the titles of three accounts to reflect actions 
by the Committees on Appropriation. Also, 
three accounts have been added to this sec
tion. The Personal Responsibility and Work 
Opportunities Act of 1996 eliminated the 
former Aid to Families with Dependent Chil
dren (AFDC) Program and created these 

three accounts in its place. As such, the ex
emption of these accounts is a continuation 
of the exemption of the former AFDC pro
gram. 
31. Amendments to section 256 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11208) 

The House bill makes technical corrections 
and conforming changes to special sequestra
tion procedures to reflect changes since the 
Budget Enforcement Act of 1990. The only 
substantive change in this section is in the 
sequestration procedure for the student loan 
program, which provides that in the event of 
a PAYGO sequester, origination fees for both 
direct loans and guaranteed loans will be in
creased by 0.50 percent. 

SENATE AMENDMENT (SECTION 1658) 

The Senate amendment makes similar 
technical corrections and conforming 
changes, but does not change the sequestra
tion procedure for student loan programs. 

CONFERENCE AGREEMENT (SECTION 10208) 

The conference agreement reflects the 
House bill with an additional technical 
change related to agriculture programs. 

The amendments to section 256(b) update 
the special rule for guaranteed student loans 
to reflect recent changes in the Higher Edu
cation Act, including the introduction of the 
direct loan program, and for consistency 
with the Federal Credit Reform Act. The 
rule continues to allow a sequestration order 
to be carried out through a limited increase 
in loan origination fees. 

The amendments to section 256(j) update 
the special rule for programs of the Com
modity Credit Corporation to reflect recent 
changes in farm legislation. The rule allows 
for the application of a sequester order, if 
one is issued, to CCC programs on a crop
year basis, instead of a fiscal year basis, and 
for sequestration of the dairy program 
through reduction in price supports. 
32. Amendments to section 257 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11209) 

The House bill makes various changes in 
the definition of the baseline which is used 
to score legislation for the purpose of enforc
ing PA YGO requirements. It modifies the 
rule that programs with outlays greater 
than $50 million are assumed to continue be
yond their expiration date. As modified, the 
exception would apply only when the legisla
tion explicitly designates that a provision is 
exempt from the baseline extension require
ment. 

It assumes that the baseline for expiring 
mandatory programs continues to operate 
under the law that was immediately in effect 
before the programs expiration. 

It changes the index used for calculating 
the inflator from the "national product 
fixed-weight price index" to the "domestic 
product chain-type price index". 

It changes the budgetary treatment of 
asset sales (which currently prohibits count
ing the proceeds of asset sales for PA YGO 
purposes). As modified, the proceeds will 
score only if the sale does not result in a net 
cost to the Federal government. The formula 
for making this determination is included in 
the scorekeeping guidelines. 

SENA'fE AMENDMENT (SECTION 1659) 

The Senate amendment is similar to the 
House bill with two exceptions. First, the 
Senate amendment provides a different 
treatment of the baseline for mandatory pro
grams that exceed $50 million. Under current 
law, CBO and OMB will not score savings as
sociated with terminating mandatory pro
grams that exceed $50 million or reflect the 



16504 CONGRESSIONAL RECORD-HOUSE July 29, 1997 
termination of such programs in their base
lines. The Senate amendment would allow 
CBO and OMB to score savings associated 
with the termination of mandatory programs 
and reflect the program's termination in the 
baseline if the legislation clearly eliminated 
the Federal government's financial obliga
tion to continue to fund the program. Sec
ond, the Senate amendment conforms provi
sions of the Social Security Act regarding 
the budgetary treatment of the Hospital In
surance Fund with section 257 of GRH. The 
law is ambiguous regarding the budgetary 
treatment of the Hospital Insurance Fund. 
The amendment clarifies that this trust fund 
is not off-budget and modifies provisions re
garding the budget resolution's display of 
health care budgetary levels. 

CONFERENCE AGREEMENT (SECTION 10209) 

The conference agreement reflects the Sen
ate amendment with modifications. The con
ference agreement amends section 257 to pro
vide that only those programs with current 
year outlays in excess of $50 million and that 
were in existence on or before the date of en
actment of the Balanced Budget Act of 1997 
are assumed to continue for the purposes of 
the baseline. The conference agreement pro
vides that the Budget Committees and OMB, 
as applicable, will determine the scoring of 
new programs in excess of $50 million annu
ally and CBO and OMB will consult on any 
differences on scoring of such new programs. 
The subsequent baseline treatment of such a 
new program should be consistent with the 
scoring of that program. 
33. Amendments to section 258 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11210) 

This section removes a superseded provi
sion (Section 258 of GRH) regarding modi
fication of a presidential order. 

SENATE AMENDMENT (SECTION 1660) 

The Senate amendment is identical to the . 
House blll. 

CONFERENCE AGREEMENT (SECTION 10210) 

The Senate recedes to the House. 
34. Amendments to section 274 of Gramm-Rud

man-Hollings 
HOUSE BILL (SECTION 11211) 

Makes conforming changes to Section 274 
of GRH (providing standing for Members of 
Congress and other persons affected by se
questration orders to seek judicial review) to 
reflect changes in section numbers made by 
this Act. 

SENATE AMENDMENT (SECTION 1661) 

The Senate amendment is identical with 
one technical exception. 

CONFERENCE AGREEMENT (SECTION 10211) 

The conference agreement reflects the 
House bill with modifications. 
35. Amendments to section 275(b) of Gramm

Rudman-Hollings and section 14002(c)(3) of 
OBRA 1993 

HOUSE BILL (SECTION 11212) 

Makes conforming ch~.nges to the effective 
dates of certain programs in Part C of GRH 
to indicate that the sequestration rules and 
the special reconciliation process expire in 
2002, while the other programs in Part C of 
GRH (including five-year estimates) expire 
in 2006. 

This section also repeals an expiring provi
sion of OBRA 1993 (section 14002(c)(3)) which 
provided that Part C of GRH (sequestration 
procedures) and Title VI of the Budget Act 
were to expire on September 30, 1998. 

SENATE AMENDMENT (SECTION 1662) 

The Senate amendment is identical to the 
House bill except that it sunsets pay-as-you
go sequester procedures in 2002. 

CONFERENCE AGREEMENT (SECTION 10212) 

The Senate recedes to the House. 
36. Provisions related to the Paygo Scorecard 

HOUSE BILL (SECTION 11213) 

The House bill provides that existing 
PAYGO balance is eliminated. It further pro
vides that the net deficit reduction from rec
onciliation is not counted under PAYGO. 
Such net savings could not be used to offset 
future PAYGO legislation. This effectively 
locks in the net savings from reconciliation 
and previously enacted PAYGO legislation 
for deficit reduction. This language is simi
lar to language enacted as part of the Omni
bus Reconciliation Act of 1993. 

SENATE AMENDMENT (SECTION 1663) 

The language in the Senate Amendment 
has the same effect as the House bill. 

CONFERENCE AGREEMENT (SECTION 10213) 

The conference agreement reflects the 
House bill with a modification with respect 
to the references to the two reconciliation 
bills. 
Scorekeeping Guidelines 

These budget scorekeeping guidelines are 
to be used by the House and Senate Budget 
Committees, the Congressional Budget Of
fice, and the Office of Management and 
Budget (the "scorekeepers") in measuring 
compliance with the Congressional Budget 
Act of 1974 (CBA), as amended, and GRH as 
amended. The purpose of the guidelines is to 
ensure that the scorekeepers measure the ef
fects of legislation on the deficit consistent 
with established scorekeeping conventions 
and with the specific requirements in those 
Acts regarding discretionary spending, direct 
spending, and receipts. These rules shall be 
reviewed annually by the scorekeepers and 
revised as necessary to adhere to the pur
pose. These rules shall not be changed unless 
all of the scorekeepers agree. New accounts 
or activities shall be classified only after 
consultation among the scorekeepers. Ac
counts and activities shall not be reclassified 
unless all of the scorekeepers agree. 

1. Classification of appropriations 
Following is a list of appropriations that 

are normally enacted in appropriations acts. 
The list identifies appropriated entitlements 
and other mandatory spending in appropria
tions acts, and it identifies discretionary ap
propriations by category. 

2. Outlays prior 
Outlays from prior-year appropriations 

will be classified consistent with the discre
tionary/mandatory classification of the ac
count from which the outlays occur. 

3. Direct spending programs 
Entitlements and other mandatory pro

grams (including offsetting receipts) will be 
scored at current law levels as defined in sec
tion 257 of GRH, unless Congressional action 
modifies the authorizing legislation. Sub
stantive changes to or restrictions on enti
tlement law or other mandatory spending 
law in appropriations laws will be scored 
against the Appropriations Committee's sec
tion 302(b) allocations in the House and the 
Senate. For the purpose of CBA scoring, di
rect spending savings that are included in 
both an appropriations bill and a reconcili
ation bill will be scored to the reconciliation 
bill and not to the appropriations bill. For 
scoring under sections 251 or 252 of GRH, 
such provisions will be scored to the first bill 
enacted. 

4. Transfer of budget authority from a manda
tory account to a discretionary account 

The transfer of budget authority to a dis
cretionary account will be scored as an in-

crease in discretionary budget authority and 
outlays in the gaining account. The losing 
account will not show an offsetting reduc
tion if the account is an entitlement or man
datory program. 

5. Permissive transfer authority 
Permissive transfers will be assumed to 

occur (in full or in part) unless sufficient evi
dence exists to the contrary. Outlays from 
such transfers will be estimated based on the 
best information available, primarily histor
ical experience and, where applicable, indica
tions of Executive or Congressional intent. 

This guideline will apply both to specific 
transfers (transfers where the gaining and 
losing accounts and the amounts subject to 
transfer can be ascertained) and general 
transfer authority. 

6. Reappropriations 
Reappropriations of expiring balances of 

budget authority will be scored as new budg
et authority in the fiscal year in which the 
balances become newly available. 

7. Advance appropriations 
Advance appropriations of budget author

ity will be scored as new budget authority in 
the fiscal year in which the funds become 
newly available for obligation, not when the 
appropriations are enacted. 

8. Rescissions and transfers of unobligated 
balances 

Rescissions of unobligated balances will be 
scored as reductions in current budget au
thority and outlays in the year the money is 
rescinded. 

Transfers of unobligated balances will be 
scored as reductions in current budget au
thority and outlays in the account from 
which the funds are being transferred, and as 
increases in budget authority and outlays in 
the account to which these funds are being 
transferred. 

In certain instances, these transactions 
will result in a net negative budget author
ity amount in the source accounts. For pur-

. poses of section 257 of GRH, such amounts of 
budget authority will be projected at zero. 
Outlay estimates for both the transferring 
and receiving accounts will be based on the 
spending patterns appropriate to the respec
tive accounts. 

9. Delay of obligations 
Appropriations acts specify a date when 

funds will become available for obligation. It 
is this date that determines the year for 
which new budget authority is scored. In the 
absence of such a date, the act is assumed to 
be effective upon enactment. 

If a new appropriation provides that a por
tion of the budget authority shall not be 
available for obligation until a future fiscal 
year, that portion shall be treated as an ad
vance appropriation of budget authority. If a 
law defers existing budget authority (or un
obligated balances) from a year in which it 
was available for obligation to a year in 
which it was not available for obligation, 
that law shall be scored as a rescission in the 
current year and a reappropriation in the 
year in which obligational authority is ex
tended. 

10. Contingent legislation 
If the authority to obligate is contingent 

upon the enactment of a subsequent appro
priation, new budget authority and outlays 
will be scored with the subsequent appropria
tion. If a discretionary appropriation is con
tingent on the enactment of a subsequent 
authorization, new budget authority and 
outlays will be scored with the appropria
tion. If a discretionary appropriation is con
tingent on the fulfillment of some action by 
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the Executive branch or some other event 
normally estimated, new budget authority 
will be scored with the appropriation, and 
outlays will be estimated based on the best 
information about when (or iD the contin
gency will be met. If direct spending legisla
tion is contingent on the fulfillment of some 
action by the Executive branch or some 
other event normally estimated, new budget 
authority and outlays will be scored based 
on the best information about when (or if) 
the contingency will be met. Non-lawmaking 
contingencies within the control of the Con
gress are not scoreable events. 

11. Scoring purchases, lease-purchases, cap
ital leases, and operating leases 

When a law provides the authority for an 
agency to enter into a contract for the pur
chase, lease-purchase, capital lease, or oper
ating lease of an asset, budget authority and 
outlays will be scored as follows: 

For lease-purchases and capital leases, 
budget authority will be scored against the 
legislation in the year in which the budget 
authority is first made available in the 
amount of the estimated net present value of 
the government's total estimated legal obli
gations over the life of the contract, except 
for imputed interest costs calculated at 
Treasury rates for marketable debt instru
ments of similar maturity to the lease period 
and identifiable annual operating expenses 
that would be paid by the Government as 
owner (such as utilities, maintenance, and 
insurance). Property taxes will not be con
sidered to be an operating cost. Imputed in
terest costs will be classified as mandatory 
and will not be scored against the legislation 
or for the current level but will count for 
other purposes. 

For operating leases, budget authority will 
be scored against the legislation in the year 
in which the budget authority is first made 
available in the amount necessary to cover 
the government's legal obligations. The 
amount scored will include the estimated 
total payments expected to arise under the 
full term of a lease contract or, if the con
tract will include a cancellation clause an 
amount sufficient to cover the lease ~ay
ments for the first fiscal year during which 
the contract is in effect, plus an amount suf
ficient to cover the costs associated with 
cancellation of the contract. For funds that 
are self-insuring under existing authority, 
only budget authority to cover the annual 
lease payment is required to be scored. 

Outlays for a lease-purchase in which the 
Federal government assumes substantial 
risk-for example, through an explicit gov
ernment guarantee of third party financing
w111 be spreac:I across the period during which 
the contractor constructs, manufactures, or 
purchases the asset. Outlays for an operating 
lease, a capital lease, or a lease-purchase in 
which the private sector retains substantial 
risk, will be spread across the lease period. 
In all cases, the total amount of outlays 
scored over time against legislation will 
equal the amount of budget authority scored 
against that legislation. 

No special rules apply to scoring purchases 
of assets (whether the asset is existing or is 
to be manufactured or constructed). Budget 
authority is scored in the year in which the 
authority to purchase is first made available 
in the amount of the government's estimated 
legal obligations. Outlays scored will equal 
the estimated disbursements by the govern
ment based on the particular purchase ar
rangement, and over time will equal the 
amount of budget authority scored against 
that legislation. 

Existing contracts will not be rescored. 

To distinguish lease purchases and capital 
leases from operating leases, the following 
criteria will be used for defining an oper
a ting lease: 

- Ownership of the asset remains with the 
lessor during the term of the lease and is not 
transferred to the Government at or shortly 
after the end of the lease period. 

-The lease does not contain a bargain
price purchase option. 

-The lease term does not exceed 75 per
cent of the estimated economic lifetime of 
the asset. 

-The present value of the minimum lease 
payments over the life of the lease does not 
exceed 90 percent of the fair market value of 
the asset at the inception of the lease. 

-The asset is a general purpose asset rath
er than being for a special purpose of the 
Government and is not built to unique speci
fication for the Government as lessee. 

-There is a private-sector market for the 
asset. 

Risks of ownership of the asset should re
main with the lessor. 

Risk is defined in terms of how govern
mental in nature the project is. If a project 
is less governmental in nature, the private
sector risk is considered to be higher. To 
evaluate the level of private-sector risk asso
ciated with a lease-purchase, legislation and 
lease-purchase contracts will be considered 
against the following type of Ulustrative cri
teria, which indicate ways in which the 
project is less governmental: 

-There should be no provision of Govern
ment financing and no explicit government 
guarantee of third party financing. 

- Risks of ownership of the asset should re
main with the lessor unless the government 
was at fault for such losses. 

-The asset should be a general purpose 
asset rather than for a special purpose of the 
government and should not be built to 
unique specification for the government as 
lessee. 

-There should be a private-sector market 
for the asset. 

- The project should not be constructed on 
government land. 

Language that attempts to waive the Anti
Deficiency Act, or to limit the amount or 
timing of obligations recorded, does not 
change the government's obligations or 
obligational authority, and so will not affect 
the scoring of budget authority or outlays. 

Unless language that authorizes a project 
clearly states that no obligations are al
lowed unless budget authority is provided 
specifically for that project in an appropria
tions bill in advance of the obligation, the 
legislation will be interpreted as providing 
obligation authority, in an amount to be es
timated by the scorekeepers. 
12. Write-offs of uncashed checks, unredeemed 

food stamps, and similar instruments 
Exceptional write-offs of uncashed checks, 

unredeemed food stamps, and similar instru
ments (i.e., write-offs of cumulative balances 
that have built up over several years or have 
been on the books for several years) shall be 
scored as an adjustment to the means of fi
nancing the deficit rather than as an offset. 
An estimate of write-offs or similar adjust
ments that are part of a continuing routine 
process shall be netted against outlays in the 
year in which the write-off will occur. Such 
write-offs shall be recorded in the account in 
which the outlay was originally recorded. 
13. Reclassification after an agreement 

Except to the extent assumed in a budget 
agreement, a law that has the effect of alter
ing the classification or scoring of spending 

and revenues (e.g., from discretionary to 
mandatory, special fund to revolving fund, 
on-budget to off-budget, revenue to offset
ting receipt), will not be scored as reclassi
fied for the purpose of enforcing a budget 
agreement. 
14. Scoring of receipt increases or direct spend

ing reductions for additional administrative 
or program management expenses 

No increase in receipts or decrease in di
rect spending will be scored as a result of 
provisions of a law that provides direct 
spending for administrative or program man
agement activities. 
15. Asset sales 

If the net financial cost to the government 
of an asset sale is zero or negative (a sav
ings), the amount scored shall be the esti
mated change in receipts and mandatory 
outlays in each fiscal year on a cash basis. If 
the cost to the government is positive (a 
loss), the proceeds from the sale shall not be 
scored for purposes of the CBA or GRH. 

The net financial cost to the federal gov
ernment of an asset sale shall be the. net 
present value of the cash flows from: 

(1) estimated proceeds from the asset sale; 
(2) the net effect on federal revenues, if 

any, based on special tax treatments speci
fied in the legislation; 

(3) the loss of future offsetting receipts 
that would otherwise be collected under con
tinued government ownership (using baseline 
levels for the projection period and esti
mated levels thereafter); and 

(4) changes in future spending, both discre
tionary and mandatory, from levels that 
would otherwise occur under continued gov
ernment ownership (using baseline levels for 
the projection period and at levels estimated 
to be necessary to operate and maintain the 
asset thereafter). 

The discount rate used to estimate the net 
present value shall be the average interest 
rate on marketable Treasury securities of 
similar maturity to the expected remaining 
useful life of the asset for which the estimate 
is being made, plus 2 percentage points to re
flect the economic effects of continued own
ership by the government. 
Explanation of changes to the scorekeeping 

guidelines 
The Scorekeeping Guidelines above are 

based on the guidelines that accompanied 
the Budget Enforcement Act of 1990 and have 
been used for scoring legislation since that 
time. Some of the existing guidelines have 
been changed in order to clarify them. Some 
new guidelines were added to make certain 
current scoring conventions explicit. There 
are no substantive changes from current 
scorekeeping practices. The changes to the 
introductory paragraph make it clear that 
the scorekeepers-the Budget Committees, 
CBO, and OMB-are bound by established 
scorekeeping conventions and the specific re
quirements of the Congressional Budget Act 
and the Balanced Budget Act, as amended by 
the Budget Enforcement Act. They also 
make it clear that the guidelines will be re
viewed and changed if all of the scorekeepers 
agree. The scorekeepers are required to con
sult on new account classifications and must 
agree to any reclassification. Following is a 
description of the significant changes to spe
cific scorekeeping guidelines. 

1. Classification of appropriations 
There was no substantive change to this 

guideline. The title was changed to more ac
curately reflect the nature of the list of ac
counts to which the guideline refers. The list 
includes mandatory appropriations and dis
cretionary accounts listed according to the 
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new categories- defense, non-defense, and 
violent crime reduction. 

2. Outlays prior 
No significant change. 
3. Direct spending programs 
Language was added on scoring provisions 

that affect direct spending when similar pro
visions are included in both an appropria
tions bill and a reconciliation bill. This re
quirement applies to bills, not to enacted 
legislation. 

4. Trans! er of budget authority from a manda
tory to a discretionary account-No 
change. 

5. Permissive transfer authority-No signifi
cant change. 

6. Reappropriations-No change. 
7. Advance appropriations-No significant 

change. 
8. Rescissions and transfers of unobligated 

balances-No significant change. 
9. Delay of obligations 
The existing guideline covers the scoring 

of legislation with provisions that delay obli
gations and contingencies. There are no sig
nificant changes to the part concerning 
delay of obligations. The part concerning 
contingencies has been broken out as a sepa
rate guideline-new guideline 10. 

10. Contingent legislation 
The existing language (formerly part of 

guideline 9) was changed to clarify the treat
ment of contingencies affecting discre
tionary spending versus those affecting di
rect spending. 

The former guideline 10, concerning the ab
sorption of pay raises, has been deleted be
cause it was no longer necessary. Any pay 
raises are assumed to be within the caps. 

11. Scoring purchases, lease-purchases, and 
capital leases 

The changes in this guideline clarify exist
ing conventions that were developed to im
plement the 1990 requirements. The require
ments are generally consistent with com
mercial accounting practices. Matter for
merly included in an addendum to the rule 
has been integrated into the rule itself. 

12. Write-offs of uncashed checks, unredeemed 
food stamps, and similar instruments-No 
change. 

13. Reclassification after an agreement-No 
significant change. 

14. Scoring of receipt increases or direct 
spending reductions for additional admin
istrative or program management expenses 

This new rule would prohibit scoring direct 
spending, savings, or receipt increases to leg
islation providing mandatory spending for 
administrative or program management ac
tivities. 

15. Asset sales 
GRH formerly included a prohibition on 

the scoring of the proceeds from asset sales. 
That provision was amended to allow scoring 
on a cash basis if the sale does not result in 
a net cost to the government over the long 
term. This guideline specifies the method for 
determining the net financial cost to the 
government of an asset sale. It requires a 
calculation of the net present value of the 
estimated changes in cash flows resulting 
from the sale. It requires using a discount 
rate equal to the interest rate on Treasury 
securities plus 2 percentage points. The 2 
percentage points addition is an arbitrary 
factor intended to take into account the eco
nomic effects of continued government own
ership. This is believed to be a fairer test 

that handicaps for private sector risk and 
taxes. 

APPROPRIATED ENTITLEMENTS AND 
MANDATORIES FOR FISCAL YEAR 1997 

AGRICULTURE, RURAL DEVELOPMENT AND 
RELATED AGENCIES 

Agriculture Department: 
Agricultural Marketing Service: 

12-5209 -0-2-605 Funds for strengthening 
markets, income, and supply (section 32) 1 

Risk Management Agency: 
12-4085 -0-3-351 Federal Crop Insurance 

Corporation fund 
Farm Service Agency: 

12-3314 -0-1-351 Dairy indemnity pro
gram 

12-4336 -0-3-351 Commodity Credit Cor
poration fund 

Food and Consumer Service: 
12-3505 -0-1-605 Food stamp program 
12-3539 -0-1-605 Child nutrition pro

grams 
Treasury Department: 

Financial Management Service: 
20-1850 -0-1-351 Payments to the farm 

credit system financial assistance corp. 
COMMERCE, JUSTICE, STATE, THE JUDICIARY 

AND RELATED AGENCIES 

The Judiciary: 
10-0100 -0-1-752 Supreme Court of the 

United States, Salaries and expenses 2 

10-0400 -0-1-752 U.S. Court of Inter
national Trade, Salaries and expenses 2 

10-0510 -0-1-752 U.S. Court of Appeals 
for the Federal Circuit, Salaries and ex
penses 2 

10-0920 -0-1-752 Courts of Appeals, Dis
trict Courts, etc., Salaries and expenses 2 

10-0941 -0-1-752 Judicial Retirement 
Funds, Payment to judiciary trust funds 
Commerce Department: 

National Oceanic and Atmospheric Ad
ministration: 
13-4313 -0-3-306 Coastal zone manage

ment fund3 
Justice Department: 

Legal Activities: 
15-0311 -0-1-752 Fees and expenses of 

witnesses 
15-0327 -0-1-752 Independent counsel 
15-0329 -0-1-808 Civil liberties public 

education fund 
Office of Justice Programs: 

15-0403 -0-1-754 Public safety officers' 
benefits 4 

State Department: 
Administration of Foreign Affairs: 

19-0540 -0-1-153 Payment to the Foreign 
Service retirement and disability fund · 

DEFENSE 

Central Intelligence Agency: 
56-3400 -0-1-054 Payment to Central In

telligence Agency retirement and disability 
fund 

DISTRICT OF COLUMBIA 

No mandatory accounts. 
ENERGY AND WATER DEVELOPMENT 

No mandatory accounts. 
FOREIGN OPERATIONS 

Agency for International Development: 
72-1036 -0-1-153 Payment to the Foreign 

Service retirement and disability fund 
INTERIOR AND RELATED AGENCIES 

Interior Department: 
Bureau of Land Management: 

14-5132 -0-2-302 Range improvements 

14-9971 -0-7-302 Miscellaneous 
funds 
Insular Affairs: 

trust 

14-0412 -0-1-808 Assistance to terri
tories5 

14-0415 -0-1-808 Compact of free associa-
tion 6 

LABOR, HHS, EDUCATION AND RELATED 
AGENCIES 

Labor Department: 
Employment and Training Services: 

16-0326 -0-1-504 Federal unemployment 
benefits and allowances (FUBA) 

16-0326 -0-1-603 Federal unemployment 
benefits and allowances (FUBA) 

16-0327 -0-1-601 Advances to the unem
ployment trust fund and other funds 

Employment Standards Administration: 
16-1521 -0-1-601 Special benefits 
16-1521 -0-1-602 Special benefits 
20-8144 -0-7-601 Black lung disability 

trust fund 
Health and Human Services: 

Heal th Resources and Services Administra
tion: 
75-0350 -0-1-551 Heal th resources and 

services 7 

75-0320 -0-1-551 Vaccine injury com
pensation 

75-9931 -0-3-551 Health loan funds 
75-4430 -0-1-551 Medical facilities guar

antee and loan fund 
20-8175 -0-7-551 Vaccine injury com

pensation program trust funds 
Health Care Financing Administration 

(HCFA): 
75-0512 -0-1-551 Grants to States for 

Medicaid 
75-0580 -0-1-571 Payments to heal th 

care trust funds 
75-4420 -0-3-551 HMO loan and loan 

guarantee fund 
Administration for Children and Families: 

75-1501 -0-1-609 Family support pay
ments to States 

75-1509 -0-1-504 Job opportunities and 
basic skills 

75-1512 -0-1-506 Family preservation 
and support 

75-1534 -0-1-506 Social services block 
grant 

75-1545 -0-1-506 Payments to States for 
foster care and adoption assistance 

Program Support Center: 
75-0379 -0-1-551 Retirement pay and 

medical benefits for commissioned officers 
Education Department: 

Office of Special Education and Rehabilita
. tive Services: 

91-0301 -0-1-506 Rehabilitative services 
and disability research 
Social Security Administration: 

28-0404 -0-1-651 Payments to social se
curity trust funds 

28-0409 -0-1-601 Special benefits for dis
abled coal miners 

28-0406 -0-1-609 Supplemental security 
income program 9 

Treasury Department: 
20-1702 -0-1-808 Payment to D.C. finan

cial responsibility and management assist
ance authority 

LEGISLATIVE BRANCH 

Legislative Branch: 
Senate: 

00-0100 -0-1-801 Compensation of mem
bers, Senate 

00-0115 -0-1-801 Payments to windows 
and heirs of deceased members of Congress
Senate 



July 29, 1997 CONGRESSIONAL RECORD-HOUSE 16507 
House: 

00-0200 -0-1-801 Compensation of mem
bers, House and related administrative ex
penses 

00-0215 -0-1-801 Payments to windows 
and heirs of deceased members of Congress
House 

MILITARY CONSTRUCTION 

No mandatory accounts. 
TRANSPORTATION 

Transportation Department: 
Coast Guard: 

69-0241 -0-1-403 Retired pay 
69-8349 -0-7-304 Oil spill recovery 

TREASURY, POSTAL SERVICE, AND GENERAL 
GOVERNMENT 

Treasury Department: 
Bureau of the Public Debt: 

20-1710 -0-1-803 Payment of government 
losses in shipment 

20-0560 -0-1-803 Administering the pub
lic debt10 
Postal Service: 

18-1004 -0-1-372 Payment to the Postal 
Service fund for non-funded liabilities 
Office of Personnel Management: 

24-0206 -0-1-551 Government payment 
for annuitants, employees health benefits 

24-0500 -0-1-602 Government payment 
for annuitants, employee life insurance bene
fits 

24-0200 -0-1-805 Payment to civil serv
ice retirement and disability fund 
Executive Office of the President: 

Compensation of the President and the 
White House Office: 
11-0001 -0-1-802 Compensation of the 

President 
VETERANS, HOUSING AND URBAN, AND 

INDEPENDENT AGENCIES 

Housing and Urban Development: 
Housing Programs: 

86-0183 -0-1-371 FHA-mutual mortgage 
insurance program account 11 

Veterans Affairs: 
Veterans Benefits Administration: 

36-0153 -0-1-701 Compensation 
36-0154 -0-1-701 Pensions 
36-0155 -0-1-701 Burial benefits and mis

cellaneous assistance 
36-0137 -0-1-702 Readjustment benefits 
36-0120 -0-1-701 Veterans insurance and 

indemnities 
36-0138 -0-1-704 Veterans housing ben

efit program fund program account9 
Other Agencies: 

51-4065 -0-3-373 FSLIC resolution fund 
APPROPRIATED ENTITLEMENTS AND 

MANDATORIES FOR FISCAL YEAR 1997-FOOT
NOTES: 

1 The entire account shall be scored as mandatory 
except to the extent that discretionary set asides 
are specified in appropriations language. 

2 Account split-only salaries of judges are manda
tory. 

3 Account spli t--loan repayments from the former 
Coastal Zone Emergency Impact Program are man
datory. 

1 Account split-the entire account shall be scored 
as mandatory except to the extent that discre
tionary activities are specified in appropriations 
language. 

SAccount split-the interest rate differential re
lated to the Guam Power Authority refinancing and 
the Northern Marianas covenant will be scored as 
mandatory . 

6 Account split-the account shall be split between 
mandatory payments (required by treaty) and dis
cretionary costs. 

7 Account split-the Welfare Reform bill provides 
$50 million in mandatory funding for each fiscal 
year from 1998 through 2002. 

8 The administrative expenses associated with this 
account are discretionary within the jurisdiction of 
the Commerce, Justice, State subcommittee. 

9 Account split-administrative expenses shall be 
scored as discretionary budget authority and out
lays. 

10 Account spli t--reimbursement to the Federal 
Reserve is mandatory. 

11 Portion of account is discretionary. 

DISCRETIONARY APPROPRIATIONS 
CATEGORIES 

The following is a list of discretionary ac
counts organized by three subsets of discre
tionary appropriations: defense discre
tionary; non-defense discretionary, exclud
ing violent crime reduction; and, violent 
crime reduction, pursuant to Section 250(c)4. 
New accounts or activities shall be classified 
or reclassified consistent with the 
Scorekeeping Guidelines. 
APPROPRIATED DEFENSE DISCRE-

TIONARY ACCOUNTS FOR FISCAL YEAR 
1997 

COMMERCE, JUSTICE, STATE 

Transportation Department: 
Maritime Administration: 

69-1711 -0-1-054 Maritime security pro
gram 
Justice Department: 

Radiation Exposure Compensation: 
15-0105 -0-1-054 Administrative ex-

penses 
15-0333 -0-1-054 Payment to the radi

ation exposure compensation trust fund 
15-8116 -0-7-054 Radiation exposure 

compensation trust fund 
Federal Bureau of Investigation: 

15-0200 -0-1-054 Salaries and expenses 
15-0202 -0-1-054 Telecommunications 

carrier compliance fund 
Defense Department: 

Military Personnel: 
21-2010 -0-1-051 Army 
17-1453 -0-1-051 Navy 
17-1105 -0-1-051 Marine Corps 
57-3500 -0-1-051 Air Force 
21-2070 -0-1-051 Reserve Forces, Reserve 

personnel, Army 
17-1405 -0-1-051 Reserve personnel, 

Navy 
17-1108 -0-1-051 Reserve personnel, Ma

rine Corps 
57-3700 -0-1-051 Reserve personnel, Air 

Force 
21-2060 -0-1-051 National Guard per

sonnel, Army 
57-3850 -0-1-051 National Guard per

sonnel, Air Force 
Operations and Maintenance: 

21-2020 -0-1-051 Army 
17-1804 -0-1-051 Navy 
17-1106 -0-1-051 Marine Corps 
57-3400 -0-1-051 Air Force 
97-0100 -0-1-051 Defense-wide 
97-0107 -0-1-051 Office of the Inspector 

General 
21-2080 -0-1-051 Army Reserve 
17-1806 -0-1-051 Navy Reserve 
17-1107 -0-1-051 Marine Corps Reserve 
57-3740 -0-1-051 Air Force Reserve 
21-2065 -0-1-051 Army National Guard 
57-3840 -0-1-051 Air National Guard 
97-0839 -0-1-051 Quality of Life En-

hancements, Defense 
97-0118 -0-1-051 Overseas contingency 

operations transfer account 
97-0104 -0-1-051 United States Courts of 

Appeals for the armed forces 
97-0105 -0-1-051 Drug interdiction and 

counter-drug activities, Defense 
97-0838 -0-1-051 Support for inter-

national sporting competitions, Defense 

97-0131 -0-1-051 Real property main te-
nance , Defense 

97-0132 -0-1-051 Disaster relief 
97-0130 -0-1-051 Defense health program 
97-0810 -0-1-051 Environmental restora-

tion, Defense 
97-0819 -0-1-051 Overseas humanitarian, 

disaster and civic aid 
97-0828 -0-1-051 Defense reinvestment 

for economic growth 
97-0134 -0-1-051 Former Soviet Union 

threat reduction account 
97-0837 -0-1-051 Defense Against Weap

ons of Mass Destruction 
17-1236 -0-1-051 Payment to Kaho'Olawe 

conveyance, remediation, and environmental 
Restoration fund 

97-0833 -0-1-051 Emergency response 
fund 

97-9922 -0-2-051 Disposal and lease of 
DOD real property 

97-5193 -0-2-051 Overseas military facil
ity investment recovery 

97-5441 -0-2-051 Burdensharing and 
other cooperative activities 

17-5185 -0-2-051 Kaho 'Olawe Island con
veyance, remediation, and environmental 
restoration fund 

Procurement: 
21-2031 -0-1-051 Aircraft procurement, 

Army 
21-2032 -0-1-051 Missile procurement, 

Army 
21-2033 -0-1-051 Procurement of weap

ons and tracked combat vehicles, Army 
21-2034 -0-1-051 Procurement of ammu

nition, Army 
21-2035 -0-1-051 Other procurement, 

Army 
97-0835 -0-1-051 Defense export loan 

guarantee program account 
17-1506 -0-1-051 Aircraft procurement, 

Navy 
17-1507 -0-1-051 Weapons procurement, 

Navy 
17-1508 -0-1-051 Procurement of ammu

nition, Navy and Marine Corps 
17-1611 -0-1-051 Shipbuilding and con-

version, Navy 
17-1810 -0-1-051 Other procurement, 

Navy 
17-1109 -0-1-051 Marine Corps 
57-3010 -0-1-051 Aircraft procurement, 

Air Force 
57-3020 -0-1-051 Missile procurement, 

Air Force 
57-3011 -0-1-051 Procurement of ammu

nition, Air Force 
57-3080 -0-1-051 Other procurement, Air 

Force 
97-0300 -0-1-051 Procurement, Defense

wide 
97-0350 -0-1-051 National guard and re

serve equipment 
97-0360 -0-1-051 Defense production act 

purchases 
97-0390 -0-1-051 Chemical agents and 

munitions destruction, Army 
Research, development, test, and evalua

tion: 
21-2040 -0-1-051 Army 
17-1319 -0-1-051 Navy 
57-3600 -0-1-051 Air Force 
97-0400 -0-1-051 Defense-wide 
97-0450 -0-1-051 Developmental test and 

evaluation, Defense 
97-0460 -0-1-051 Operational test and 

evaluation, Defense 
Revolving and Manag·ement Funds: 

97-4555 -0-3-051 National defense stock
pile transaction fund 

17-4557 -0-4-051 National defense sealift 
fund 
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97-4930 -0-4-051 Defense Business Oper

ation Fund (DBOF) 
Allowances: 

97-9918 -0-1-051 General transfer au
thority outlay allowance 

Trust Funds: 
97-8168 -0-7-051 Trust Funds, National 

security education trust fund 
Other Agencies: 

95-0401 -0-1-054 Intelligence community 
management account 

ENERGY AND WATER DEVELOPMENT 

Energy Department: 
Atomic Energy Defense Activities: 

89-0240 -0-1-053 Weapons activities 
89-0242 -0-1-053 Defense environmental 

restoration and waste management 
89-0243 -0-1-053 Other Defense Activi

ties 
89-0244 -0-1-053 Defense nuclear waste 

disposal 
Other Agencies: 

95-3900 -0-1-053 Defense Nuclear Facili
ties Safety Board, Salaries and expenses 

MILITARY CONSTRUCTION 

Defense Department: 
Military Construction: 

21-2050 -0-1-051 Army 
17-1205 -0-1-051 Navy 
57-3300 -0-1-051 Air Force 
97-0500 -0-1-051 Defense-wide 
97-0804 -0-1-051 North Atlantic Treaty 

Organization security investment program 
21-2085 -0-1-051 Army National Guard 
57-3830 -0-1-051 Air National Guard 
21-2086 -0-1-051 Army Reserve 
17-1235 -0-1-051 Naval Reserve 
57-3730 -0-1-051 Air Force Reserve 
97-0103 ~0-1-051 Base realignment and 

closure account 
Family Housing: 

21-0702 -0-1-051 Army 
17-0703 -0-1-051 Navy and Marine Corps 
57-0704 -0-1-051 Air Force 
97-0706 -0-1-051 Defense-wide 
97-4090 -0-3-051 Homeowners assistance 

fund, Defense 
97-0834 -0-1-051 Family housing im

provement fund 
97-0836 -0-1-051 Military unaccom-

panied housing improvement fund 
TRANSPORTATION AND RELATED AGENCIES 

Transportation Department: 
Coast Guard: 

69-0201 -0-1-054 Operating expenses 
VETERANS AFFAIRS, HOUSING AND URBAN 

DEVELOPMENT, AND INDEPENDENT AGENCIES 

FEMA: 
58-0100 -0-1-054 Salaries and expenses 
58-0101 -0-1-054 Emergency manage-

ment planning and assistance 
NSF: 

49-0100 -0-1-054 Research and related 
activities 
Selective Service System: 

90-0400 -0-1-054 Salaries and expenses 
APPROPRIATED DOMESTIC DISCRE-

TIONARY ACCOUNTS FOR FISCAL YEAR 
1997 

AGRICULTURE, RURAL DEVELOPMENT, AND 
RELATED AGENCIES 

Agriculture Department: 
Office of the Secretary: 

12-0115 -0-1-352 Office of the Secretary 
Executive Operations: 

12-0705 -0-1-352 Executive Operations 

12-0014 -0-1-352 Chief financial officer 
Departmental Administration: 

12-0120 -0-1-352 Departmental Adminis
tration 

12-0500 -0-1-304 Hazardous waste man
agement 

12-0117 -0-1-352 Agriculture buildings 
and facilities and rental payments 

Office of Communication: 
12-0150 -0-1-352 Office of Communica

tions 
Office of the Inspector General: 

12-0900 -0-1-352 Office of the Inspector 
General 

Office of the General Counsel: 
12-2300 -0-1-352 Office of the General 

Counsel 
Economic Research Service: 

12-1701 -0-1-352 Economic Research 
Service 

National Agricultural Statistics Service: 
12-1801 -0-1-352 National Agricultural 

Statistics Service 
Agricultural Research Service: 

12-1400 -0-1-352 Agricultural Research 
Service 

12-1401 -0-1-352 Buildings and facilities 
Cooperative State Research, Education and 

Extension Service: 
12-1500 -0-1-352 Cooperative state re

search activities 
12-0502 -0-1-352 Extension activities 

Animal and Plant Health Inspection Serv
ice: 
12-1600 -0-1-352 Salaries and expenses 1 

12-1601 -0-1-352 Buildings and facilities 
Food Safety and Inspection Services: 

12-3700 -0-1-554 Salaries and expenses 
Grain Inspection, Packers, and Stockyards 

Administration: 
12-2400 -0-1-352 Salaries and expenses 

Agricultural Marketing Service: 
12-2500 -0-1-352 Marketing services 
12-2501 -0-1-352 Payments to States and 

possessions 
Risk Management Agency (Federal Crop 

Insurance Corporation): 
12-2707 -0-1-351 Administrative and op

erating expenses 
Farm Service Agency: 

12-0600 -0-1-351 Salaries and expenses 
12-3300 -0-1-351 Salaries and expenses 
12-3315 -0-1-302 Agricultural conserva-

tion program 
12-0170 -0-1-351 State mediation grants 
12-3316 -0-1-453 Emergency conserva-

tion program 
12-1336 -0-1-351 Commodity Credit Cor

poration export loans program account 1 

12-1140 -0-1-351 Agricultural credit in
surance fund program account 

Natural Resources Conservation Service: 
12-1000 -0-1-302 Conservation operations 
12-1066 -0-1-301 Watershed surveys and 

planning 
12-1072 -0-1-301 Watershed and flood 

prevention operations 
12-1010 -0-1-302 Resource conservation 

and development 
12-0601 -0-1-351 Outreach for socially 

disadvantaged farmers 
12-2268 -0-1-302 Great plains conserva

tion program 
12-3336 -0-1-302 Fores try incentives pro

gram 
12-3320 -0-1-302 Water Bank program 
12-3318 -0-1-304 Colorado river basin sa

linity control program 

12-3337 -0-1-304 Rural clean water pro
gram 

Rural Utilities Service: 
12-1981 -0-1-452 . Salaries and expenses 
12-2045 -0-1-304 Solid waste manage

ment grants 
12-2046 -0-1-451 Emergency community 

water assistance grants 
12-2066 -0-1-452 Rural water and waste 

disposal grants 
12-1230 -0-1-271 Rural electrification 

and telecommunications loans program ac
count 1 

12-1980 -0-1-452 Rural water and waste 
disposal loans program account 

12-1231 -0-1-452 Rural telephone bank 
program account 

Rural Housing Service: 
12-1952 -0-1-452 Salaries and expenses 
12-1953 -0-1-452 Rural housing assist

ance grants 
12-0137 -0-1-604 Rental assistance pro

gram 
12-2002 -0-1-604 Rural Housing Service, 

Rural housing voucher program 
12-2004 -0-1-604 Rural housing for do

mestic farm labor grants 
12-2006 -0-1-604 Mutual and self-help 

housing grants 
12-2009 -0-1-604 Supervisory and tech

nical assistance grants 
12-2064 -0-1-604 Very low income hous

ing repair grants 
12-2067 -0-1-452 Rural community fire 

protection grants 
12-2070 -0-1-604 Rural housing preserva

tion grants 
12-1951 -0-1-452 Rural community facil

ity loans program account 
12-2081 -0-1-371 Rural housing insur

ance fund program account 
Rural Business and Cooperative Develop

ment Service: 
12-1903 -0-1-452 Rural Business-Coop

erative Service, Salaries and Expenses 
12-3400 -0-1-452 Salaries and expenses 

(Rural Development Administration) 
12-1900 -0-1-452 Rural cooperative de

velopment grants 
12-1901 -0-1-452 Local technical assist

ance and planning grants 
12-2065 -0-1-452 Rural Business- Coop

erative Service 
12-1902 -0-1-452 Rural business and in

dustry loans program account 
12-2069 -0-1-452 Rural development loan 

fund program account 
12-3108 -0-1-452 Rural economic devel

opment loans program account 
12-4144 -0-3-352 Alternative agricultural 

research and commercialization corporation 
Foreign Agricultural Service: 

12-2900 -0-1-352 Foreign agricultural 
service and general sales manager 

12-1404 -0-1-352 Scientific activities 
overseas (foreign currency program) 

12-2278 -0-1-151 Public Law 480 Grants
Titles I (OFD), II, and III 

12-2277 -0-1-351 P.L. 480 program ac
count 

Food and Consumer Service: 
12-3508 -0-1-605 Food program adminis

tration 
12-3510 -0-1-605 Special supplemental 

nutrition program for women, infants, and 
children 

12-3507 -0-1-605 Commodity assistance 
program 

12-3503 -0-1-605 Food donations pro
grams for selected groups 2 

Health and Human Services: 
Food and Drug Administration: 

75-0600 -0-1-554 Salaries and expenses 
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75-0601 -0-1-554 Rental payments 
75-0603 -0-1-554 Buildings and facilities 
75-9911 -0-1-554 Salaries and expenses 

Other Agencies: 
95-1400 0-1-376 Commogity 

Trading Commission 
Futures 

COMMERCE, JUSTICE, STATE, THE JUDICIARY 
AND RELATED AGENCIES 

Legislative Branch: 
48-2101 -0-1-801 Gambling Impact Study 

Commission: Salaries and expenses 
00-0110 -0-1-153 Commission on Secu

rity and Cooperation in Europe: Salaries and 
expenses 

95-0650 -0-1-801 Commission on Immi
gration Reform: Salaries and expenses 
The Judiciary: 

Supreme Court of the United States: 
10-0100 -0-1-752 Salaries and expenses 2 
10-0103 -0-1-752 Care of the buildings 

and grounds 
United States Court of Appeals for the 

Federal Circuit: 
10-0510 -0-1-752 Salaries and expenses 2 

United States Court of International 
Trade: 
10-0400 -0-1-752 Salaries and expenses 2 

Courts of Appeals, District Courts, and 
other judicial services: 
10-0920 -0-1-752 Salaries and expenses2 
10-0923 -0-1-752 Defender services 
10-0925 -0-1-752 Fees of jurors and com

missioners 
10-0930 -0-1-752 Court security 

Administrative Office of the United States 
Courts: 
10-0927 -0-1-752 Salaries and expenses 

Federal judicial center: 
10-0928 -0-1-752 Salaries and expenses 

United States Sentencing Commission: 
10-0938 -0-1-752 Salaries and expenses 

Commerce Department: 
General Administration: 

13-0120 -0-1-376 Salaries and expenses 
13-0126 -0-1-376 Office of the Inspector 

General 
Economic Development Agency: 

13-0125 -0-1-452 Salaries and expenses 
13-2050 -0-1-452 Economic development 

assistance programs 
Bureau of the Census: 

13-0401 -0-1-376 Salaries and expenses 1 

13-0450 -0-1-376 Periodic censuses and 
programs 

Economic and Statistical Analysis: 
13-1500 -0-1-376 Salaries and expenses 
13-4323 -0-3-376 Economics and statis

tics administration revolving fund 
International Trade Administration: 

13-1250 -0-1-376 Operations and adminis
tration 

Export Administration: 
13-0300 -0-1-376 Operations and adminis

tration 
Minority Business Development Agency: 

13-0201 -0-1-376 Minority business de
velopment 

U.S. Travel and Tourism Administration: 
13-0700 -0-1-376 United States Travel 

and Tourism Administration, Salaries and 
expenses 

National Oceanic and Atmospheric Admin
istration: 
13-1450 -0-1-306 Operations, research, 

and facilities 

13-1450 -0-1-376 Operations, 
and facilities 

13-1452 -0-1-306 Construction 

research, 

13-1457 -0-1-376 Fleet Modernization, 
shipbuilding and conversion 

13-5139 -0-2-376 Promote and develop 
fishery products and research pertaining to 
American fisheries i 

13-5124 -0-2-376 Fisheries promotional 
fund 

13-4313 -0-3-306 Coastal zone manage-
ment fund 2 

13-5120 -0-2-376 Fishermen's con tin-
gency fund 

13-5119 -0-2-376 Fishing vessel and gear 
damage compensation fund 

13-4316 -0-3-304 Damage assessment and 
restoration revolving fund 

13-1456 -0-1-376 Fisheries finance, pro
gram account 

13-5122 -0-2-376 Foreign fishing observer 
fund 

Patent and Trademark Office: 
13-1006 -0-1-376 Salaries and expenses 

Technology Administration: 
13-1100 -0-1-376 Salaries and expenses 

National Technical Information Service: 
13-4295 ..:o-3-376 NTIS revolving fund 

National Institutes of Standards and Tech
nology: 
13-0500 -0-1-376 Scientific and technical 

research and services 
13-0525 -0-1-376 Industrial technology 

services 
13-0515 -0-1-376 Construction of re

search facilities 
13-4650 -0-4-376 Working capital fund 

National Telecommunications and Informa
tion Administration: 
13-0550 -0-1-376 Salaries and expenses 
13-0551 -0-1-503 Public broadcasting fa-

cilities, planning and construction 
13-0552 -0-1-503 Information infrastruc

ture grants 
Department of Health and Human. Services: 

Health Resources and Services Administra
tion: 
20-8175 -0-7-551 Vaccine injury com

pensation program trust fund 2 

Justice Department: 
General Administration: 

15-0129 -0-1-751 General Administra-
tion, Salaries and expenses 

15-0130 -0-1-751 Counterterrorism fund 
15-0328 -0-1-751 Office of the Inspector 

General 
15-0339 -0-1-751 Administrative review 

and appeals 
U.S. Parole Commission: 

15-1061 -0-1-751 Salaries and expenses 
Legal Activities: 

15-0128 -0-1-752 Salaries and expenses, 
General legal activities 

15-0319 -0-1-752 Antitrust division, Sal
aries and expenses 

15-0322 -0-1-752 United States Attor
neys, Salaries and expenses 

15-0100 -0-1-153 Salaries and expenses, 
foreign claims settlement commission 

15-0324 -0-1-752 United States Marshals 
service, Salaries and expenses 

15-1020 -0-1-752 Federal prisoner deten
tion 

15-0500 -0-1-752 Community relations 
service, Salaries and expenses 

15-5073 -0-2-752 United States trustees 
system fund 

15-5042 -0-2-752 Assets forfeiture fund 1 

Interagency Law Enforcement: 
15-0323 -0-1-751 Interagency crime and 

drug enforcement 

Federal Bureau of Investigation: 
15-0200 -0-1-751 Salaries and expenses 
15-0203 -0-1-751 Construction 
15-0202 -0-1-751 Telecommunications 

carrier compliance fund 
Drug Enforcement Administration: 

15-1100 -0-1-751 Salaries and expenses 
15-1101 -0-1-751 Construction 

Immigration and Naturalization Service: 
15-1217 -0-1-751 Salaries and expenses 
15-1219 -0-1-751 Construction 
15-1218 -0-1-751 Immigration Emer-

g·ency Fund 
Federal Prison System: 

15-1060 -0-1-753 Salaries and expenses 
15-1003 -0-1-753 Buildings and facilities 
15-4500 -0-4-753 Federal Prison Indus-

tries, Incorporated 1 

Office of Justice Programs: 
15-0401 -0-1-754 Justice assistance 
15-0404 -0-1-754 State and local law en

forcement assistance 
15-0405 -0-1-754 Juvenile justice pro

gram 
15-0403 -0-1-754 Public safety officers' 

benefits 2 

State Department: 
Administration of Foreign Affairs: 

19-0113 -0-1-153 Diplomatic and con-
sular programs 

19-0107 -0-1-153 Salaries and expenses 
19-0120 -0-1-153 Capital investment fund 
19-0529 -0-1-153 Office of the Inspector 

General 
19-0535 -0-1-153 Security and main te

nance of United States missions 
19-0545 -0-1-153 Representation allow

ances 
19-0520 -0-1-153 Protection of foreign 

missions and officials 
19-0522 -0-1-153 Emergencies in the dip

loma tic and consular service 
19-0523 -0-1-153 Payment to the Amer

ican Institute in Taiwan 
19-0601 -0-1-153 Repatriation loans pro

gram account 
International Organizations and Con

ferences: 
19-1126 -0-1-153 Contributions to inter

national organizations 
19-1124 -0-1-153 Contributions for inter

national peacekeeping activities 
19-1125 -O-i-153 International con-

ferences and contingencies 
International Commissions: 

19-1069 -0-1-301 Salaries and expenses, 
IBWC 

19-1078 -0-1-301 Construction, IBWC 
19-1082 -0-1-301 American sections, 

international commissions 
19-1087 -0-1-302 International fisheries 

commissions 
Other: 

19-0525 -0-1-154 Payment to the Asia 
foundation 
Transportation Department: 

Maritime Administration: 
69-1709 -0-1-403 Opera ting differential 

subsidies 
69-1750 -0-1-403 Operations and Train

ing 
69-1752 -0-1-403 Maritime guaranteed 

loan (Title XI) program account 
Small Business Administration: 

73-0100 -0-1-376 Small Business Admin
istration, Salaries and expenses 

73-0200 -0-1-376 Office of Inspector Gen
eral 

73-4156 -0-3-376 Surety bond guarantees 
revolving fund 
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73-1154 -0-1-376 Business loan program 

account 
73-1152 -0-1-453 Disaster loans program 

account 
Legal Services Corporation: 

20-0501 -0-1-752 Payment to the Legal 
Services Corporation 
United States Information Agency: 

67-0201 -0-1-154 International informa
tion programs 

67-0400 -0-1-154 Technology fund 
67-0209 -0-1-154 Educational and cul-

tural exchange programs 
67-0210 -0-1-154 National 

for Democracy 
Endowment 

67-0208 -0-1-154 Broadcasting to Cuba 
67-0202 -0-1-i54 East-West center 
67-0203 -0-1-154 North/South Center 
67-0206 -0-1-154 International broad-

casting operations 
67-0204 -0-1-154 Radio construction 

Ounce of Prevention Council: 
95-0100 -0-1-754 Violent crime reduction 

programs 
Other Agencies: 

09-9911 -0-1-801 Other legislative branch 
boards and commissions 

11-0400 -0-1-802 Office of the United 
States Trade Representative, Salaries and 
expenses 

27-0100 -0-1-376 Federal Communica-
tions Commission, Salaries and expenses 

29-0100 -0-1-376 Federal Trade Commis
sion, Salaries and expenses 

34-0100 -0-1-153 International Trade 
Commission, Salaries and expenses 

45-0100 -0-1-751 Equal Employment Op
portunity Commission, Salaries and expenses 

48-0052 -0-1-752 State Justice Institute, 
Salaries and expenses 

48-2101 -0-1-801 Legislative Branch, 
Legislative Branch Boards and Commissions, 
Gambling impact study commission 

50-0100 -0-1-376 Securities and Ex-
change Commission, Salaries and expenses 

65-0100 -0-1-403 Federal Maritime Com
mission, Salaries and expenses 

94-0100 -0-1-153 Arms Control and Dis
armament Agency, Arms control and disar
mament activities 

95-1900 -0-1-751 Commission on Civil 
Rights, Salaries and expenses 

95-2200 -0-1-302 Marine Mammal Com
mission, Salaries and expenses 

95-3700 -0-1-153 Commission for the 
Preservation of America's Heritage Abroad, 
Salaries and expenses 

95-8025 -0-7-154 Japan-United States 
Friendship Commission, Japan-United 
States friendship trust fund 

95-8276 -0-7-154 Israeli Arab and Eisen
hower exchange fellowship programs 

DEFENSE 

Department of Defense: 
Research, Development, Test, and Evalua

tion: 
21-2040 -0-1-552 Army 

DISTRICT OF COLUMBIA 

20-1700 -0-1-806 Federal payment to the 
District of Columbia 

ENERGY AND WATER DEVELOPMENT 

DOD-Civil, Corps of Engineers: 
Corps of Engineers: 

96-3121 -0-1-301 General investigations 

96-3122 -0-1-301 Construction, general 

96-3123 -0-1-301 Operation and mainte
nance, general 

96-3126 -0-1-301 Regulatory Program 

96-3125 -0-1-301 Flood control and 
coastal emergencies 

96-3124 -0-1-301 General expenses 
96-3112 -0-1-301 Flood control, Mis

sissippi River and tributaries 
20-8861 -0-7-301 Inland waterways trust 

fund 
96-8863 -0-7-301 Harbor maintenance 

trust fund 
Energy Department: 

Energy Programs: 
89-0222 -0-1-251 Department of Energy, 

General science and research activities 
89-0224 -0-1-271 Energy supply, R&D ac

tivities 
89-0226 -0-1-271 Uranium supply and en

richment activities 
89-5227 -0-2-271 Nuclear waste disposal 

fund 
89-0212 -0-1-276 Federal Energy Regu

latory Commission 
89-5231 -0-2-271 Uranium enrichment 

decontamination and decommissioning fund 
Power Marketing Administration: 

89-0304 -0-1-271 Operation and Mainte
nance, Alaska Power Administration 

89-0302 -0-1-271 Southeastern Power Ad
ministration, Operation and Maintenance 

89-0303 -0-1-271 Southwestern Power 
Administration, Operation and Maintenance 

89-5068 -0-2-271 Construction, rehabili
tation, operation and maintenance, Western 
Area P.A. 

89-4452 -0-3-271 Colorado river basins 
power marketing fund, Western Area P.A. 
Departmental Management: 

89-0228 -0-1-276 Departmental Adminis
tration 

89-0236 -0-1-276 Office of the inspector 
general 
Interior Department: 

Bureau of Reclamation: 
14-0680 -0-1-301 Water and related re

sources 
14-5065 -0-2-301 Policy and administra

tion 
14-5173 -0-2-301 Central valley project 

restoration fund 
14-5656 -0-2-301 Colorado River dam 

fund, Boulder Canyon project1 
14-4079 -0-3-301 Lower Colorado river 

basin development fund 1 

14-4081 -0-3-301 Upper Colorado river 
basin fundl 

14-0685 -0-1-301 Bureau of reclamation 
loan program account 

14-0787 -0-1-301 Central Utah Project, 
Central Utah project completion account 

14-5174 -0-2-301 Utah reclamation miti
gation and conservation account 
Nuclear Regulatory Commission: 

31-0200 -0-1-276 Salaries and expenses 
31-0300 -0-1-276 Office of Inspector Gen

eral 
Other Agencies: 

46-0200 -0-1-452 Appalachian Regional 
Commission, development programs 

64-4110 -0-3-452 Tennessee Valley Au
thority fund 3 

48-0500 -0-1-271 Nuclear Waste Tech
nical Review Board, Salaries and expenses 

FOREIGN OPERATIONS 

Funds Appropriated. to the President: 
International Security Assistance: 

72-1037 -0-1-152 Economic support fund 
11-1082 -0-1-152 Foreign military fi

nancing program 
11-1080 -0-1-152 International Security 

Assistance, Military assistance 
11-1081 -0-1-152 International military 

education and training 

72-1032 -0-1-152 Peacekeeping oper-
ations 

11-1075 -0-1-152 Non-proliferation, anti
terrorism, demining, and related programs 

11-1071 -0-1-152 Nonproliferation and 
disarmament fund 

11-1085 -0-1-152 Foreign military fi
nancing loan program account 
Multilateral Assistance: 

11-0077 -0-1-151 Contribution to the 
International Bank for Reconstruction and 
Development (World Bank) 

11-0073 -0-1-151 Contribution to the 
International Development Association 

11-0078 -0-1-151 Contribution to the 
International Finance Corporation 

11-0072 -0-1-151 Contribution to the 
Inter-American Development Bank 

11-0076 -0-1-151 Contribution to the 
Asian Development Bank 

11-0079 -0-1-151 Contribution to the Af
rican Development Fund 

11-0088 -0-1-151 Contribution to the Eu
ropean bank for reconstruction and develop
ment 

11-1008 -0-1-151 North American devel
opment bank 

11-0089 -0-1-151 Contribution to enter
prise for the Americas multilateral invest
ment fund 

72-1005 -0-1-151 International organiza
tions and programs 

11-0091 -0-1-151 Debt restructuring 
Agency for International Development: 

72-1021 -0-1-151 Sustainable develop-
ment assistance program 

72-1010 -0-1-151 Assistance for Eastern 
Europe and the Baltic States 

72-1093 -0-1-151 Assistance for the New 
Independent States of the former Soviet 
Union 

72-1014 -0-1-151 Development fund for 
Africa 

72-1012 -0-1-151 Sahel development pro
gram 

11-1013 -0-1-151 American schools and 
hospitals abroad 

72-1040 -0-1-151 Sub-Saharan Africa dis
aster assistance 

72-1035 -0-1-151 International disaster 
assistance 

72-1000 -0-1-151 Operating expenses of 
the Agency for International Development 

72-1007 -0-1-151 Operating expenses of 
AID, office of inspector general 

72-0402 -0-1-151 Assistance for the New 
Independent States of the Former Soviet 
Union, Ukraine export credit insurance pro
gram account 

72-0401 -0-1-151 Urban and environ
mental credit program account 

72-0400 -0-1-151 Micro enterprise and 
other development credit program account 

Overseas Private Investment Corporation: 
71-4184 -0-3-151 OPIC noncredit account 
71-0100 -0-1-151 OPIC program account 

Trade and Development Agency: 
11-1001 -0-1-151 Trade and development 

agency 
Peace Corps: 

11-0100 -0-1-151 Peace Corps 
Inter-American Foundation: 

11-3100 -0-1-151 Inter-American founda
tion 

African Development Foundation: 
11-0700 -0-1-151 African Development 

Foundation 
International Monetary Programs: 

11-0005 -0-1-155 Contribution to en
hanced structural adjustments facility of the 
international monetary fund 
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Military sales programs: 

11-4116 -0-3-155 Special defense acquisi
tion fund 

Special Assistance for Central America: 
72-1500 -0-1-152 Demobilization and 

transition fund 
State Department: 

Other: 
19-1143 -0-1-151 Migration and refugee 

assistance 
11-0040 -0-1-151 U.S. emergency refugee 

and migration assistance fund 
19-1022 -0-1-151 International narcotics 

control 
19-0114 -0-1-152 Anti-terrorism assist

ance 
Export-Import Bank: 

83-0100 -0-1-155 Export-Import Bank of 
the United States loans program account 

INTERIOR AND RE.LATED AGENCIES 

Agriculture Department: 
Forest Service: 

12-1106 -0-1-302 National forest system 
12-1103 -0-1-302 Reconstruction and 

construction 
12-1104 -0-1-302 Forest and rangeland 

research 
12-1105 -0-1-302 State and Private For

estry 
12-1115 -0-1-302 Wildland fire manage

ment 
12-1108 -0-1-451 Southeast Alaska eco

nomic disaster fund 
12-5207 -0-2-302 Range betterment fund 
12-9923 -0-2-302 Land acquisition ac

counts 
12-9923 -0-2-303 Land acquisition ac

counts 
Energy Department: 

Energy Programs: 
89-0213 -0-1-271 Fossil energy research 

and development 
89-0219 -0-1-271 Naval petroleum and oil 

shale reserves 
89-0215 -0-1-272 Energy conservation 
89-0218 -0-1-274 Strategic petroleum re

serve 
89-0233 -0-1-274 SPR petroleum account 
89-0216 -0-1-276 Energy information ad-

ministration 
89-0234 -0-1-274 Emergency prepared-

ness 
89-0217 -0-1-276 Economic regulation 
89-0235 -0-1-271 Clean coal technology 
89-5180 -0-2-271 Alternative Fuels Pro-

duction 
Health and Human Service: 

Indian Health Services: 
75-0390 -0-1-551 Indian health services 
75-0391 -0-1-551 Indian heal th facilities 1 

Interior Department: 
Bureau of Land Management: 

14-1109 -0-1-302 Management of lands 
and resources 

14-1110 -0-1-302 Construction 
14-1114 -0-1-806 Payments in lieu of 

taxes 
14-1116 -0-1-302 Oregon and California 

grant lands 
14-1125 -0-1-302 Wildland fire manage

ment 
14-1121 -0-1-304 Central hazardous ma

terials fund 
14-5033 -0-2-302 Land acquisition 
14-5017 -0-2-302 Service charges, depos

its, and forfeitures 
Minerals Management Service: 

14-1917 -0-1-302 Royalty and offshore 
minerals management 

14-8370 -0-7-302 Oil spill research 

Office of Surface Mining Reclamat·on and 
Enforcement: 
14-5015 -0-2-302 Abandoned mine rec

lamation fund 
14-1801 -0-1-302 Regulation and tech

nology 
U.S. Geological Service: 

14-0804 -0-1-306 Geological survey, Sur
veys, investigations and research 

14-0804 -0-1-303 Surveys, investigations 
and research 
Bureau of Mines: 

14-0959 -0-1-306 Mines and minerals 
U.S. Fish and Wildlife Service: 

14-1611 -0-1-303 Resource management 
14-1612 -0-1-303 Construction 
14-1618 -0-1-303 Natural resource dam-

age assessment fund 1 

14-1692 -0-1-303 Rewards and Operations 
14-5020 -0-2-303 Land acquisition 
14-5091 -0-2-806 National wildlife refuge 

fundl 
14-5150 -0-2-303 Wildlife conservation 

and appreciation fund 
14-5241 -0-2-303 North American Wet

lands Conservation Fund 
14-5143 -0-2-303 Cooperative endangered 

species conservation fund 1 

National Park Service: 
14-1036 -0-1-303 Operation of the na

tional park system 
14-1042 -0-1-303 National recreation and 

preservation 
14-1039 -0-1-303 Construction 
14-1031 -0-1-303 Urban Park and Recre

ation Fund 
14-5035 -0-2-303 Land acquisition and 

state assistance 1 
14-5140 -0-2-303 Historic preservation 

fund 
14-8215 -0-7-401 Construction 

fund) 
Bureau of Indian Affairs: 

(trust 

14-2100 -0-1-302 Operation of Indian pro
grams 

14-2100 -0-1-452 Operation of Indian pro
grams 

14-2100 -0-1-501 Operation of Indian pro
grams 

14-2628 -0-1-452 Indian guaranteed loan 
program account 

14-2301 -0-1-452 Construction 
14-2303 -0-1-452 Indian land and water 

claim settlements and miscellaneous pay
ments 

14-2369 -0-1-452 Technical assistance of 
Indian enterprises 
Departmental Management: 

14-0102 -0-1-306 Salaries and expenses 
Insular Affairs: 

14-0412 -0-1-808 Assistance to terri
tories2 

14-0414 -0-1-808 Trust Territory of the 
Pacific Islands 

14-0415 -0-1-808 Compact of free associa
tion 1·2 

Office of the Inspector General: 
14-0104 -0-1-306 Office of Inspector Gen

eral 
Office of the Solicitor: 

14-0107 -0-1-306 Office of the Solicitor 
Office of Special Trustee for American Indi-

ans: 
14-0120 -0-1-306 Office of the special 

trustee for American Indians 
National Indian Gaming Commission: 

14-0118 -0-1-806 Salaries and expenses 
Treasury Department: 

Financial Management Service: 
20-0112 -0-1-271 Energy security reserve 

National Endowment for the Arts: 
59-0100 -0-1-503 National Endowment 

for the Arts, grants and administration 1 
National Endowment for the Humanities: 
59-0200 -0-1-503 National Endowment 

for the Humanities, grants and administra
tion 
Smithsonian Institution: 

33-0100 -0-1-503 Salaries and expenses 
33-0102 -0-1-503 Museum programs and 

related research (special foreign currency 
program) 

33-0129 -0-1-503 Construction and im
provements, National Zoological Park 

33-0132 -0-1-503 Repair and restoration 
of buildings 

33-0133 -0-1-503 Construction 
33-0200 -0-1-503 National Gallery of Art, 

Salaries and expenses 
33-0201 -0-1-503 Repair, restoration, and 

renovation of buildings 
33-0400 -0-1-503 Woodrow Wilson Inter

national Center for scholars, Salaries and ex
penses 

33-0302 -0-1-503 Operations and mainte
nance, JFK center for the performing arts 

33-0303 -0-1-503 Construction, JFK cen
ter for the performing arts 
Other Agencies: 

95-2300 -0-1-303 Advisory Council on 
Historic Preservation, Salaries and expenses 

95-2600 -0-1-451 Commission of Fine 
Arts, Salaries and expenses 

95-2602 -0-1-503 Commission of Fine 
Arts, National capital arts and cultural af
fairs 

95-2900 -0-1-502 Institute of American 
Indian and Alaska Native Culture and Arts, 
Salaries and expenses 

59-0300 -0-1-503 Institute of Museum 
and Library Services, grants and administra
tion 

95-2500 -0-1-451 National Capital Plan
ning Commission, Salaries and expenses 

48-1100 -0-1-808 Office of Navajo and 
Hopi Indian Relocation, Salaries and ex
penses 

95-3300 -0-1-808 United States Holo
caust Memorial Council 

95-9911 -0-1-808 Other commissions and 
boards 

LABOR, HHS, EDUCATION, AND RELATED 
AGENCIES 

Legislative Branch: 
95-3400 -0-1-551 Prospective Payment 

Assessment Commission: Salaries and ex
penses 

95-1000 -0-1-801 Physician Payment Re
view Commission: Salaries and expenses 
DOD-Civil: 

Armed Forces Retirement Home: 
84-8522 -0-7-602 Armed forces retire

ment home 
Education Department: 

Office of Elementary and Secondary Edu
cation: 
91-0500 -0-1-501 Education reform 
91-0900 -0-1-501 Education for the dis-

advantaged 
91-0102 -0-1-501 Impact aid 
91-1000 -0-1-501 School improvement 

programs 
91-0220 -0-1-501 Chicago litigation set

tlement 
91-0101 -0-1-501 Indian education 

Office of Bilingual Education and Minority 
Languages Affairs: 
91-1300 -0-1-501 Bilingual and immi

grant education 
Office of Special Education and Rehabilita

tive Services: 
91-0300 -0-1-501 Special education 
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91-0600 -0-1-501 American printing 

house for the blind 
91-0601 -0-1-502 National technical in

stitute for the deaf 
91-0602 -0-1-502 Gallaudet University 

Office of Vocational and Adult Education: 
91-0400 -0-1-501 Office of Vocational and 

Adult Education 1 

Office of Postsecondary Education: 
91-0200 -0-1-502 Student Financial As-

sistance 
91-0201 -0-1-502 Higher education 
91-0603 -0-1-502 Howard University 
91-0231 -0-1-502 Federal family edu-

cation loan program account 1 

91-0241 -0-1-502 College housing and 
academic facilities loans, program account 

Office of Educational Research and Im
provement: 
91-1100 -0-1-503 Education research, sta

tistics, and improvement 
Departmental Management: 

91-0800 -0-1-503 Program administra-
tion 

91-0700 -0-1-751 Office for Civil Rights 
91-1400 -0-1-751 Office of the Inspector 

General 
91-1500 -0-1-503 Headquarters 

ti on 
Health and Human Services: 

renova-

Health Resources and Services Administra
tion: 
75-0350 -0-1-551 Health resources and 

services 1 
75-0350 -0-1-552 Health resources and 

services 
75-0340 -0-1-552 Health professions grad

uate student loan insurance program ac
count1 

75-4306 -0-1-553 Nurse training fund 
75-4307 -0-1-553 Health education loans 

Centers for Disease Control and Preven
tion: 
75-0943 -0-1-551 Disease control, re

search, and training 
75-0943 -0-1-552 Disease control, re-

search, and training i 

75-0890 -0-1-552 National Ins ti tu te on 
Deafness and other Communicative Dis
orders 

75-0891 -0-1-552 National Center for 
Human Genome Research 

75-0894 -0-1-552 National Institute on 
Alcohol Abuse and Alcoholism 

75-0893 -0-1-552 National Institute on 
Drug Abuse 

75-0892 -0-1-552 National Institute of 
Mental Heal th 

75-9915 -0-1-552 National Institutes of 
Healthi 

Substance Abuse and Mental Health Serv
ices Administration: 
75-1362 -0-1-551 Substance abuse and 

mental health servicesi 
Agency for Health Care Policy and Re

search: 
75-1700 -0-1-552 Health care policy and 

research 
Health Care Financing Administration: 

75-0511 -0-1-551 Program management 
75-0511 -0-1-552 Program management 
20-8005 -0-7-571 Federal hospital insur-

ance trust fund 1 
20-8004 -0-7-571 Federal supplementary 

medical insurance trust fund i 
Administration for Children and Families: 

75-1502 -0-1-609 Low income home en
ergy assistance 

75-1503 -0-1-609 Refugee and entrant as
sistance 

75-1508 -0-1-506 State legalization im
pact assistance grants 

75-1515 -0-1-609 Child care and develop
ment block grant 

75-1536 -0-1-506 Children and families 
services programs 

Aministration on Aging: 
75-0142 -0-1-506 Aging services pro

grams 
Departmental Management: 

75-0122 -0-1-609 Policy research 
75-0135 -0-1-751 Office for Civil Rights 
75-1101 -0-1-551 Assistant Secretary for 

Health, Public Health service management 
75-9912 -0-1-551 General departmental National Institutes of Health: 

75-0807 -0-1-552 National Library of management 
Medicine 

75-0819 -0-1-552 John E. Fogarty Inter-
national Center 

75-0838 -0-1-552 Buildings and facilities 
75-0843 -0-1-552 National Institute on 

Aging 
75-0844 -0-1-552 National Institute of 

Child Health and Human Development 
75-0846 -0-1-552 Office of the Director 
75-0848 -0-1-552 National Center for Re

search Resources 
75-0849 -0-1-552 National Cancer Insti

tute 
75-0851 -0-1-552 National Institute of 

General Medical Science 
75-0862 -0-1-552 National Institute of 

Environmental Health Sciences 
75-0872 -0-1-552 National Heart, Lung 

and Blood Institute 

Program Support Center: 
75-9913 -0-1-552 Health activities funds 

Office of the Inspector General: 
75-0128 -0-1-551 Office of the Inspector 

General 
Labor Department: 
Employment and Training Administration: 

16-0174 -0-1-504 Training and employ
ment services 

16-0175 -0-1-504 Community service em
ployment for older Americans 

16-0179 -0-1-504 State unemployment 
insurance and employment service oper
ations 

16-0172 -0-1-504 Program administra-
ti on 

Trust 

75-0873 -0-1-552 National Institute 
Dental Research 

20-8042 -0-7-504 Unemployment 
fund 

of 20-8042 -0-7-603 Unemployment Trust 

75-0884 -0-1-552 National Institute of 
Diabetes and Digestive and Kidney Disease 

75-0885 -0-1-552 National Institute of 
Allergy and Infectious Diseases 

75-0886 -0-1-552 National Institute of 
Neurological Disorders and Stroke 

75-0887 -0-1-552 National Eye Institute 
75-0888 -0-1-552 National Institute of 

Arthritis and Musculoskeletal and Skin Dis
eases 

75-0889 -0-1-552 National Institute for 
Nursing Research 

fund 1 

Pension and Welfare Benefit Administra
tion: 
16-1700 -0-1-601 Salaries and expenses 

Pension Benefit Guaranty Corporation: 
16-4204 -0-3-601 Pension Benefit Guar

anty Corporation fund 1 

Employment Standards Administration: 
16-0105 -0-1-505 Salaries and expenses 
16-9971 -0-7-601 Special workers' com

pensation 1 

Occupational Safety and Health Adminis
tration: 
16-0400 -0-1-554 Salaries and expenses 

Mine Safety and Health Administration: 
16-1200 -0-1-554 Salaries and expenses 

Bureau of Labor Statistics: 
16-0200 -0-1-505 Salaries and expenses · 

Departmental Management: 
16-0165 -0-1-505 Salaries and Expenses 
16-0106 -0-1-505 Office of the Inspector 

General 
16-4601 -0-4-505 Working capital fund 

Social Security Administration: 
28-0406 -0-1-609 Supplemental security 

income program 2 

28-0400 -0-1-651 Office of the inspector 
general 

20-8006 -0-7-651 Federal old-age and sur
vivors insurance trust fund 1 

20-8007 -0-7-651 Federal disability insur
ance trust fund i 
Corporation for National and Community 

Service: 
95-0103 -0-1-506 Domestic volunteer 

service programs, operating expenses 
Corporation for Public Broadcasting: 

20-0151 -0-1-503 Corporation for Public 
Broadcasting 
Railroad Retirement Board: 

60-0111 -0-1-601 Federal windfall sub
sidy 1 

60-8051 -0-7-603 Raiiroad unemployment 
insurance trust fund 1 

60-8011 -0-7-601 Rail Industry Pension 
Fund 1 

60-8010 -0-7-601 Railroad social security 
equivalent benefit account1 

60-8012 -0-7-601 Supplemental Annuity 
Pension Fund i 
United States Institute of Peace: 

95-1300 -0-1-153 Operating expenses 
Other Agencies: 

93-0100 -0-1-505 Federal Mediation and 
Conciliation Service, Salaries and expenses 

95-2800 -0-1-554 Federal Mine Safety 
and Health Review Commission, Salaries and 
expenses 

95-2700 -0-1-503 National Commission 
on Libraries and Information Science, Sala
ries and expenses 

95-3500 -0-1-506 National Council on 
Disability, Salaries and expenses 

95-2650 -0-1-503 National Education 
Goals Panel, Salaries and expenses 

63-0100 -0-1-505 National Labor Rela
tions Board, Salaries and expenses 

95-2400 -0-1-505 National Mediation 
board, Salaries and expenses 

59-0301 -0-1-503 Institute of Museum 
and Library Services, Office of libraries: 
grants and administration 

95-2100 -0-1-554 Occupational Safety 
and Health Review Commission, Salaries and 
expenses 

LEGISLATIVE BRANCH 

Legislative Branch: 
Senate: 

00-0107 -0-1-801 Expense allowances 
00-0108 -0-1-801 Representation allow

ances for the Majority and Minority Leaders 
00-0110 -0-1-801 Salaries, officers and 

employees 
00-0185 -0-1-801 Office of the Legislative 

Counsel of the Senate 
00-0171 -0-1-801 Office of the Senate 

Legal· Counsel 
00-0172 -0-1-801 Expense allowances of 

the Secretary of the Senate, Sergeant at 
Arms and Doorkeeper of the Senate, and Sec
retaries for .the Majority and Minority of the 
Senate 
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00-0128 -0-1-801 Contingent expenses of 

the Senate: Inquiries and investigations 
00-0129 -0-1-801 Expenses of the United 

States Senate Caucus on International Nar
cotics Control 

00-0126 -0-1-801 Secretary of the Senate 
00-0127 -0-1-801 Sergeant at Arms and 

Doorkeeper of the Senate 
00-0123 -0-1-801 Miscellaneous items 
00-0130 -0-1-801 Senators' official per

sonnel and office expense account 
00-0140 -0-1-801 Stationery 
00-0132 -0-1-801 Official mail costs 

House of Representatives: 
00-0400 -0-1-801 Salaries and expenses 

Joint Items: 
00-0186 -0-1-801 Joint Committee on In

augural Ceremonies 
00-0181 -0-1-801 Joint Economic Com-

mittee 
00-0180 -0-1-801 Joint Committee on 

Printing 
00-0460 -0-1-801 Joint Committee on 

Taxation 
00-0425 -0-1-801 Office of the Attending 

Physician 
00-0474 -0-1-801 Capitol Police: Salaries 
00-0476 -0-1-801 Capitol Police: General 

expenses 
0-0174 -0-1-801 Capitol guide servtce and 

special services office 
00-0199 -0-1-801 Statements of appro

priations 
Office of Compliance: 

09-1200 -0-1-801 Salaries and expenses 
09-1450 -0-1-801 A wards and settlements 

Congressional Budget Office: 
08-0100 -0-1-801 Salaries and expenses 

Architect of the Capitol: 
01-0100 -0-1-801 Office of the Architect 

of the Capitol: Salaries 
01-0102 -0-1-801 Contingent expenses 
01-0105 -0-1-801 Capitol buildings 
01-0108 -0-1-801 Capitol grounds 
01-0123 -0-1-801 Senate office buildings 
01-0127 -0-1-801 House office buildings 
01-0133 -0-1-801 Capitol power plant 
01-0155 -0-1-801 Library buildings and 

grounds, structural and mechanical care 
Botanic Garden: 

09-0200 -0-1-801 Salaries and expenses 
Library of Congress: 

03-0101 -0-1-503 Salaries and expenses 
03-0102 -0-1-376 Copyright Office: Sala

ries and expenses 
03-0127 -0-1-801 Congressional Research 

Service: Salaries and expenses 
03-0141 -0-1-503 Books for the blind and 

physically handicapped: Salaries and ex-
penses 

03-0146 -0-1-503 Furniture 
nishings 

Government Printing Office: 

and fur-

04-0203 -0-1-801 Congressional printing 
and binding 

04-0201 -0-1-808 Office of Super-
intendent of Documents: Salaries and ex-
pens es 

General Accounting Office: 
05-0107 -0-1-801 Salaries and expenses 

U.S. Tax Court: 
23-0100 -0-1-752 Salaries and expenses 

TRANSPORTATION AND RELATED AGENCIES 

Transportation Department: 
Office of the Secretary: 

69-0102 -0-1-407 Salaries and expenses 
69-0118 -0-1-407 Office of Civil Rights 
69-0119 -0-1-407 Minority business out-

reach 

69-0117 -0-1-407 Rental payments 
69-0142 -0-1-407 Transportation, plan-

ning, research, and development 
69-0150 -0-1-402 Payments to air car

riers 
69-0155 -0-1-407 Minority business re

source center program account 
69-8066 -0-7-407 Trust fund share of 

rental payments 
69-8304 -0-7-402 Payments to air car

riers (trust fund) 1 

Coast Guard: 
69-0201 -0-1-403 Operating expenses 
69-0240 -0-1-403 Acquisition, construc

tion, and improvements 
69-0247 -0-1-403 Port safety develop

ment 
69-0230 -0-1-304 Environmental compli-

ance and restoration 
69-0244 -0-1-403 Alteration of bridges 
69-0242 -0-1-403 Reserve training 
69-0243 -0-1-403 Research, development, 

test, and evaluation 
69-8149 -0-7-403 Boat safety 1 
69-8314 -0-7-304 Trust fund share of ex

penses 
Federal Aviation Administration: 

69-1301 -0-1-402 Operations 
69-1334 -0-1-402 National Civil Aviation 

Review Commission 
69-9912 ~o-1-402 Miscellaneous expired 

accounts 
69-4120 -0-3-402 Aviation insurance re

volving fund 
69-8106 -0-7-402 Grants-in-aid for air

ports (Airport and airway trust fund)' · 4 

69-8107 -0-7-402 Facilities and equip
ment (Airport and airway trust fund) 

69-8104 -0-7-402 Trust fund share of FAA 
operations 

69-8108 -0-7-402 Research, engineering, 
and development (Airport and airway trust 
fund) 

Federal Highway Administration: 
69-9911 -0-1-401 Miscellaneous appro-

priations 
69-0543 -0-1-401 Orange County (CA) 

Toll Road Demonstration Project Program 
69-0549 -0-1-401 State infrastructure 

banks 
69-8083 -0-7-401 Federal-aid highways' · 4 

69-8019 -0-7-401 Highway-related safety 
grants 1• 4 

69-8048 -0-7-401 Motor carrier safety 
grants 1• 4 

69-9972 -0-7-401 Miscellaneous highway 
trust funds 

National Highway Traffic Safety Adminis
tration: 
69-0650 -0-1-401 Operations and research 
69-8016 -0-7-401 Operations and research 

(trust fund share) 
69-8020 -0-7-401 Highway traffic safety 

grants 1 

Federal Railroad Administration: 
69-0700 -0-1-401 Office of the Adminis

trator 
69-0714 -0-1-401 Local rail freight assist

ance 
69-0702 -0-1-401 Railroad safety 
69-0745 -0-1-401 Railroad research and 

development 
69-0747 -0-1-401 Conrail commuter tran

sition assistance 
69-9914 -0-1-401 Northeast corridor 

high-speed rail infrastructure program 
69-0755 -0-1-401 High-speed rail 

trainsets and facilities 
69-0730 -0-1-401 Railroad rehabilitation 

activities 
69-0704 -0-1-401 Grants to National 

Railroad Passenger Corporation 

69-0722 -0-1-401 Next generation high
speed rail program 

69-0536 -0-1-401 Direct loan financing 
program 

69-9973 -0-7-401 Trust fund share of next 
generation high-speed rail 

Federal Transit Administration: 
69-1120 -0-1-401 Administrative ex-

penses 
69-1121 -0-1-401 Research, training, and 

human resources 
69-1127 -0-1-401 Interstate transfer 

grants-transit 
69-1128 -0-1-401 Washington Metropoli

tan Area Transit Authority 
69-1129 -0-1-401 Formula grants 
69-1136 -0-1-401 University transpor-

tation centers 
69-1137 -0-1-401 Transit planning and 

research 
69-9913 -0-1-401 Miscellaneous expired 

accounts 
69-8191 -0-7-401 Major capital invest

ments (highway trust fund, mass transit ac
count)1 

69-8350 -0-7-401 Trust fund share of ex
penses 1 

69-0124 -0-1-401 Emergency railroad re
habilltation and repair 

St. Lawrence Seaway Development Cor
poration: 
69-8003 -0-7-403 Operations and mainte

nance 
Research and Special Programs Adminis

tration: 
69-0104 -0-1-407 Research and Special 

programs 
69-5172 -0-2-407 Pipeline safety 
69-8121 -0-7-407 Trust fund share of 

pipeline safety 
Office of the Inspector General: 

69-0130 -0-1-407 Salaries and expenses 
Surface Transportation Board: 

69-0301 -0-1-401 Salaries and expenses 
Bureau of Transportation Statistics: 

69-0305 -0-1-407 Transportation statis
tics 

National Transportation Safety Board: 
95-0310 -0-1-407 Salaries and expenses 
95-0311 -0-1-407 Emergency fund 

Other Agencies: 
95-3200 -0-1-751 Architectural and 

Transportation Barriers Compliance Board, 
Salaries and expenses 

TREASURY, POSTAL SERVICE AND GENERAL 
GOVERNMENT 

Executive Office of the President: 
Compensation of the President and White 

House Office: 
11-0110 -0-1-802 Compensation of the 

President and the White House Office 2 

Executive Residence at the White House: 
11-0210 -0-1-802 Operating expenses 
11-0109 -0-1-802 White house repair and 

restoration 
Special Assistance to the President and Of

ficial Residence of the Vice President: 
11-1454 -0-1-802 · Special assistance to 

the President and the official residence of 
the Vice President 

Council of Economic Advisers: 
11-1900 -0-1-802 Salaries and expenses 

Office of Policy Development: 
11-2200 -0-1-802 Salaries and expenses 

National Security Council: 
11-2000 -0-1-802 Salaries and expenses 

Office of Administration: 
11-0038 -0-1-802 Salaries and expenses 
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Armstrong Resolution: 

11-1073 -0-1-802 Armstrong resolution 
account 

Office of Management and Budget: 
11-0300 -0-1-802 Salaries and expenses 

Office of National Drug Control Policy: 
11-1457 -0-1-802 Salaries and expenses 

Funds Appropriated to the President: 
Unanticipated Needs: 

11-0037 -0-1-802 Unanticipated needs 
Federal Drug Control Programs: 

11-5001 -0-2-802 Special forfeiture fund 
11-1070 -0-1-802 High intensity drug 

trafficking areas program 
Treasury Department: 

Departmental Offices: 
20-0101 -0-1-803 Salaries and expenses 
20-0115 -0-1-803 Automation enhance-

ment 
20-0106 -0-1-803 · Office of Inspector Gen

eral 
20-0108 -0-1-803 Treasury buildings and 

annex repair and restoration 
20-0173 -0-1-751 Financial crimes en

forcement network 
20-5407 -0-2-808 Sallie Mae assessments 
20-5697 -0-2-751 Department of the 

Treasury forfeiture fund i 
Federal Law Enforcement Training Center: 

20-0104 -0-1-751 Salaries and expenses 
20-0105 -0-1-751 Acquisitions, construc

tion, improvements, and related expenses 
Financial Management Service: 

20-1801 -0-1-803 Salaries and expenses 
Bureau of Alcohol, Tobacco, and Firearms: 

20-1000 -0-1-751 Salaries and expenses 
20-1003 -0-1-751 Laboratory facilities 

and headquarters 
U.S. Customs Service: 

20-0602 -0-1-751 Salaries and expenses 1 

20-0604 -0-1-751 Operation and mainte
nance, air and marine interdiction programs 

20-0608 -0-1-751 Customs facilities, con
struction, improvements and related ex
penses 

20-5694 -0-2-751 Customs services at 
small airports 

20-8870 -0-7-751 Harbor maintenance fee 
collection 

Bureau of Engraving and Printing: 
20-4502 -0-4-803 Bureau of Engraving 

and Printing fund 
U.S. Mint: 

20-4159 -0-3-803 United States mint pub
lic enterprise fund 

Bureau of the Public Debt: 
20-0560 -0-1-803 Administering the pub

lic debt 2 
Internal Revenue Service: 

20-0912 -0-1-803 Processing assistance 
and management2 

20-0913 -0-1-803 Tax law enforcement 2 
20-0919 -0-1-803 Information systems 

U.S. Secret Service: 
20-1408 -0-1-751 Salaries and expenses 
20-1409 -0-1-751 Acquisition, construc

tion, improvements and related expenses 
General Services Administration: 
Real Property Activities: 

47-0535 -0-1-804 Real property reloca
tion 

47-0118 -0-1-451 Pennsylvania avenue 
activities 1 

47-4542 -0-4-804 Federal buildings fund 
Supply and Technology Activities: 

47-4548 -0-4-804 Information technology 
fund 

General Activities: 
47-0110 -0-1-804 Policy and operations 
47-0108 -0-1-804 Office of Inspector Gen

eral 
47-0105 -0-1-802 Allowances and office 

staff for former Presidents 
47-0107 -0-1-802 Expenses, Presidential 

transition 
Office of Personnel Management: 

24-0100 -0-1-805 OPM, Salaries and ex
penses 

24-0400 -0-1-805 Office of the Inspector 
General 

24-8135 -0-7-602 Civil service retirement 
and disability fund i 

24-8424 -0-8-602 Employees life insur
ance fund 1 

24-9981 -0-8-551 Employees and retired 
employees health benefits fund 1 

National Archives and Records Administra
tion: 
88-0300 -0-1-804 Operating expenses 
88-0301 -0-1-804 National historical pub-

lications and records commission grants pro
gram 

88-0302 -0-1-804 Repairs and restoration 
Postal Service: 

18-1001 -0-1-372 Payment to the Postal 
Service fund 
Other Agencies: 

23-0100 -0-1-752 Federal litigative and 
judicial activities, U.S. Tax Court, Salaries 
and expenses 

41-0100 -0-1-805 Merit Systems Protec
tion Board, Salaries and expenses 

54-0100 -0-1-805 Federal Labor Relations 
Authority, Salaries and expenses 

95-1100 -0-1-805 Office of Government 
Ethics, Salaries and expenses 

62-0100 -0-1-8085 Office of Special Coun
sel, Salaries and expenses 

95-1600 -0-1-808 Federal Election Com
mission, Salaries and expenses 

48-1001 -0-1-808 John F. Kennedy assas
sination records review board 

48-2450 -0-1-803 National Commission 
on Restructuring the IRS, Salaries and ex
penses 

95-2000 -0-1-505 Committee for Purchase 
from People who are Blind or Severely Dis
abled, Salaries and expenses 

VETERANS Al?FAIRS, HOUSING AND URBAN 
DEVELOPMENT, AND INDEPENDENT AGENCIES 

Executive Office of the President: 
Council on Environmental Quality and Of

fice of Environmental Quality: 
11-1453 -0-1-802 Council on Environ

mental Quality and Office of Environmental 
Quality ' 
Office of Science and Technology Policy: 

11-2600 -0-1-802 Salaries and expenses 
DOD-Civil: 

Cemeterial Expenses, Army: 
21-1805 -0-1-705 Salaries and expenses 

Health and Human Services: 
Departmental Management: 

75-0137 -0-1-506 Office of Consumer Af
fairs 
Housing and Urban Development: 
Public and Indian Housing: 

86-0311 -0-1-604 Housing certificate fund 
86-0164 -0-1-604 Annual contributions 

for assisted housing 
86-0312 -0-1-604 Preserving existing 

housing investment 
86-0163 -0-1-604 Public housing oper-

ating fund 
86-0197 -0-1-604 Drug 

grants-, low income housing 
elimination 

86-0218 -0-1-604 Revitalization of se
verely distressed public housing projects 
(HOPE VII) 

86-0223 -0-1-604 Indian housing loan 
guarantee fund program account 
Community Planning and Development: 

86-0308 -0-1-604 Housing opportunities 
for persons with AIDS 

86-0162 -0-1-451 Community develop-
ment block gTants 

86-0205 -0-1-604 Home investment part
nership program 

86-0170 -0-1-451 Urban Development ac
tion grants 

86-0222 -0-1-451 Capacity building for 
community development and affordable 
housing 

86-0181 -0-1-604 Emergency shelter 
grants program 

86-0188 -0-1-604 Supportive housing pro
gram 

86-0187 -0-1-451 Supplemental assist-
ance for facilities to assist the homeless 

86-0204 -0-1-604 Shelter plus care 
86-0221 -0-1-604 Innovative homeless 

initiatives demonstration program 
86-0192 -0-1-604 Homeless assistance 

grants 
86-0219 -0-1-604 Youthbuild program 
86-0220 -0-1-451 National cities in 

schools community development program 
86-0198 -0-1-451 Community develop-

ment loan guarantees program account 
Housing Programs: 

86-0310 -0-1-604 Housing for special pop
ulations 

86-0206 -0-1-604 Other assisted housing 
programs 

86-0196 -0-1-604 Homeownership and op
portunity for people everywhere grants 
(HOPE) 

86-0178 -0-1-604 Congregate services 
86-0156 -0-1-506 Housing counseling as

sistance 
86-0195 -0-1-604 Section 8 moderate re

habilitation, single room occupancy 
86-4044 -0-3-604 Flexible subsidy fund 
86-4071 -0-3-604 Nehemiah housing op

portunity fund 
86-0183 -0-1-371 FHA-mutual mortgage 

insurance program account 5 

86-0200 -0-1-371 FHA-General and spe
cial risk program account 

Government National Mortgage Associa
tion: 
86-0186 -0-1-371 Guarantees of mort

gage-backed securities loan guarantee pro
gram 

Policy Development and Research: 
86-0108 -0-1-451 Research and tech-

nology 
Fair Housing and Equal Opportunity: 

86-0144 -0-1-751 Fair housing activities 
Management and Administration: 

86-0143 -0-1-451 Salaries and expenses 
86-0189 -0-1-451 Office of the Inspector 

General 
86-5272 -0-2-371 Office of federal housing 

enterprise oversight 
Treasury Department: 

Departmental Offices: 
20-1881 -0-1-451 Community develop-

ment financial institutions fund program ac
count 
Veterans Affairs: 

Veterans Health Administration: 
36-0160 -0-1-703 Medical care 
36-0161 -0-1-703 Medical and prosthetic 

research 
36-0152 -0-1-703 Medical administration 

and miscellaneous operating expenses 
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36-0163 -0-1-703 Health 

scholarship program 
professional 

Veterans Benefits Administration: 
36-0138 -0-1-704 Veterans housing ben

efit program fund program account 1 

36-0140 -0-3-702 Miscellaneous Veterans 
Programs loan fund program account 

Construction: 
36-0110 -0-1-703 Construction, 

projects 
36-0111 -0-1-703 Construction, 

projects 

Major 

Minor 

36-0181 -0-1-703 Grants for construction 
of state extended care facilities 

36-0183 -0-1-705 Grants for the construc
tion of State veterans cemeteries 

36-4538 -0-3-703 Parking revolving fund 
Departmental Administration: 

36-0151 -0-1-705 General operating ex
penses 

36-0170 -0-1-705 Office of the Inspector 
General 

36-0129 -0-1-705 National cemetery sys
tem 
Environmental Protection Agency: 

68-0200 -0-1-304 Program and research 
operations 

68-0112 -0-1-304 Office of the Inspector 
General 

68-0107 -0-1-304 Science and technology 
68-0108 -0-1-304 Environmental pro-

grams and management 
68-0110 -0-1-304 Buildings and facilities 
68-0103 -0-1-304 State and tribal assist

ance grants 
68-0250 -0-1-304 Payment to the haz

ardous substance superfund 
68-8145 -0-7-304 Interfund transactions, 

Hazardous substance superfund 
68-0118 -0-1-304 Abatement, control, 

and compliance loan program account 
. 20-8145 -0-7-304 Hazardous substance 

superfund 
20-8153 -0-7-304 Leaking underground 

storage tank trust fund 
68-8221 -0-7-304 Oil spill response 

General Services Administration: 
General Activities: 

47-4549 -0-3-376 Consumer information 
center fund 
National Aeronautics and· Space Administra

tion: 
80-0111 -0-1-252 Human space flight 
80-0110 -0-1-252 Science, aeronautics 

and technology 
80-0110 -0-1-402 Science, aeronautics 

and technology 
80-0112 -0-1-252 Mission support 
80-0112 -0-1-402 Mission support 
80-0108 -0-1-252 Research and develop

ment 
80-0108 -0-1-402 Research and develop

ment 
80-0105 -0-1-252 Space flight, control, 

and data communications 
80-0107 -0-1-252 Construction of facili

ties 
80-0107 -0-1-402 Construction of faclli

ties 
80-0103 -0-1-252 Research and program 

management 
80-0103 -0-1-402 Research and program 

management 
80-0109 -0-1-252 Office of the Inspector 

General 
Corporation for National and Community 

Service: 
National and Community Service Pro

grams: 
95-2720 -0-1-506 Operating expenses 
95-2721 -0-1-506 Inspector general 

95-9972 -0-7-506 Gifts and contributions 
FEMA: 

58-0104 -0-1-453 Disaster relief 
58-0100 -0-1-453 Salaries and expenses 
58-0101 -0-1-453 Emergency manage-

ment planning and assistance 
58-0300 -0-1-453 Office of the inspector 

general 
58-0103 -0-1-605 Emergency food and 

shelter program 
58-4188 -0-4-803 Working capital fund 
58-0105 -0-1-453 Disaster assistance di

rect loan program account 
National Science Foundation: 

49-0100 -0-1-251 Research and related 
activities 

49-0106 -0-1-251 Education and human 
resources 

49-0150 -0-1-251 Academic research in
frastructure 

49-0551 -0-1-251 Major research equip
ment 

49-0180 -0-1-251 Salaries and expenses 
49-0300 -0-1-251 Office of the Inspector 

General 
Resolution Trust Corporation: 

22-1500 -0-1-373 Office of Inspector Gen
eral 

Other Agencies: 
82-1300 -0-1-451 Payment to the Neigh

borhood Reinvestment Corporation 
61-0100 -0-1-554 Consumer Product Safe

ty Commission, Salaries and expenses 
74-0100 -0-1-705 American Battle Monu

ments Commission, Salaries and expenses 
95-0300 -0-1-705 Court of Veterans Ap

peals, Salaries and expenses 
25-4472 -0-3-373 National Credit Union 

Administration, Community development 
credit union revolving loan fund 

51-5100 -0-1-604 FDIC, Affordable hous
ing program 
VIOLENT CRIME REDUCTION ACCOUNTS 

FOR FISCAL YEAR 1997 
COMMERCE, JUSTICE, STATE, THE JUDICIARY 

AND RELATED AGENCIES 

The Judiciary: 
10-8516 -0-1-752 Violent crime reduction 

programs 
Justice Department: 

General Administration: 
15-8593 -0-1-751 Violent crime reduction 

programs, General administration 
15-8608 -0-1-751 Violent crime reduction 

programs, Administrative review and ap
peals 

Legal Activities: 
15-8595 -0-1-752 Violent crime reduction 

programs, General legal activities 
15-8596 -0-1-752 Violent crime reduction 

programs, U.S. Attorneys 
15-8603 -0-1-752 Violent crime reduction 

programs, U.S. Marshals Service 
Federal Bureau of Investigation: 

15-8604 -0-1-751 Violent crime reduction 
programs 

Drug Enforcement Administration: 
15-8602 -0-1-751 Violent crime reduction 

programs 
Immigration and Naturalization Service: 

15-8598 -0-1-751 Violent crime reduction 
fund programs 

Federal Prison System: 
15-8600 -0-1-753 Violent crime reduction 

programs 
Office of Justice Programs: 

15-0401 -0-1-754 Justice assistance 
15-8594 -0-1-754 Community oriented 

policing services 

15-8586 -0-1-754 Violent crime reduction 
programs 
Ounce of Prevention Council: 

95-0100 -0-1-754 Violent crime reduction 
programs 

LABOR, HHS, EDUCATION, AND RELATED 
AGENCIES 

Health and Human Services: 
Centers for Disease Control and Preven

tion: 
75-0943 -0-1-551 Disease control, re

search, and training 
75-8606 -0-1-754 Violent crime reduction 

programs 
Administration for Children and Families: 

75-8605 -0-1-754 Violent crime reduction 
programs 

TREASURY, POSTAL SERVICE AND GENERAL 
GOVERNMENT 

Treasury Department: 
Federal Law Enforcement Training Center 

20-0104 -0-1-751 Salaries and expenses 
Violent Crime Reduction Programs: 

20-8526 -0-1-751 Violent crime reduction 
programs 
DISCRETIONARY APPROPRIATIONS CATEGORIES

FOOTNOTES: 
1 Portion of account is mandatory and is provided 

by authorizing legislation. 
2 Portion of account is mandatory and is provided 

by Appropriations Committee action. 
s Authority to borrow available to the Tennessee 

Valley Authority is available on a permanent indefi
nite basis. This authority is limited only in that the 
amount outstanding at any time can not exceed $30 
billion. 

4 Contract authority is mandatory- provided in au
thorization bill. Outlays scored as discretionary be
cause obligation limitation is set by Appropriations 
Committee action. 

sportion of account is mandatory. 
REPORT LANGUAGE FOR DC 

CRIMIN AL JUSTICE 

(1) The managers recognize that it will re
quire substantial resources to implement the 
provisions of title III, and that the obliga
tion of the Department of Justice to meet 
the deadlines set forth in this title is contin
gent on the appropriation of funds sufficient 
to carry out the requirements of this title. 

(2) It is the intent of the managers that the 
funds necessary to implement the provisions 
of this title come from the savings achieved 
by reducing the existing Federal payment to 
the District of Columbia, not from the exist
ing programs of the Department of Justice. 
For consideration of the House bill, and the 
Senate amendment, and modifications com
mitted to conference: 

JOHN R. KASICH, 
DAVID L. HOBSON, 
RICHARD K. ARMEY, 
TOM DELAY, 
J. DENNIS HASTERT, 
JOHN M. SPRATT, JR., 
DAVID E. BONIOR, 
VIC FAZIO. 

As additional conferees from the Committee 
on Agriculture , for consideration of title I of 
the House bill, and title I of the Senate 
amendment, and modifications committed to 
conference: 

ROBERT SMITH, 
BOB GOODLATTE, 
CHARLES W. STENHOLM. 

As additional conferees from the Committee 
on Banking and Financial Services, for con
sideration of title II of the House bill, and 
title II of the Senate amendment, and modi
fications committed to conference: 

JAMES A . LEACH, 
RICK LAZIO. 
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As additional conferees from the Committee 
on Commerce, for consideration of subtitles 
A- C of title III of the House bill, and title IV 
of the Senate amendment, and modifications 
committed to conference: 

TO~ BLILEY, 
DAN SCHAEFER, 
JOHN D. DINGELL. 

As additional conferees from the Committee 
on Commerce, for consideration of subtitle D 
of title III of the House bill, and subtitle A 
of title III of the Senate amendment, and 
modifications committed to conference: 

TOM BLILEY, 
BILLY TAUZIN. 

As additional conferees from the Committee 
on Commerce, for consideration of subtitles 
E and F of title III, titles IV and X of the 
House bill, and divisions 1 and 2 of title V of 
the Senate amendment, and modifications 
committed to conference: 

TOM BLILEY, 
MICHAEL BILIRAKIS. 

As additional conferees from the Committee 
on Education and Workforce, for consider
ation of subtitle A of title V and subtitle A 
of title IX of the House bill , and chapter 2 of 
division 3 of title V of the Senate amend
ment, and modifications committed to con
ference: 

BILL GOODLING, 
JIM TALENT. 

As additional conferees from the Committee 
on Education and the Workforce, for consid
eration of subtitles B and C of title V of the 
House bill, and title VII of the Senate 
amendment, and modifications committed to 
conference: 

BILL GOODLING, 
HOWARD "BUCK" MCKEON, 
DALE E. KILDEE. 

As additional conferees from the Committee 
on Education and Workforce, for consider
ation of subtitle D of title V of the House 
bill, and chapter 7 of division 4 of title V of 
the Senate · amendment, and modifications 
committed to conference: 

DONALD M. PAYNE. 
As additional conferees from the Committee 
on Government Reform and Oversight, for 
consideration of title VI of the House bill, 
and subtitle A of title VI of the Senate 
amendment, and modification committed to 
conference: 

DAN BURTON, 
JOHN L. MICA. 

As additional conferees from the Committee 
on Transportation and Infrastructure, for 
consideration of title VII of the House bill, 
and subtitle B of title III and subtitle B of 
title VI of the Senate amendment, and modi
fications committed to conference: 

BUD SHUSTER, 
WAYNE T. GILCHREST, 
JAMES L. 0BERSTAR. 

As additional conferees from the Committee 
on Veterans' Affairs, for consideration of 
title VIII of the House bill, and title VIII of 
the Senate amendment, and modifications 
committed to conference: 

BOB STUMP, 
CHRISTOPHER H. SMITH, 
LANE EVANS. 

As additional conferees from the Committee 
on Ways and Means, for consideration of sub
title A of title V and title IX of the House 
bill, and divisions 3 and 4 of title V of the 
Senate amendment, and modifications com
mitted to conference: 

BILL ARCHER, 
E. CLAY SHAW, JR., 
DAVE CAMP, 
CHARLES B. RANGEL, 
SANDER M. LEVIN. 

As additional conferees from the Committee 
on Ways and Means, for consideration of ti
tles IV and X of the House bill, and division 
1 of title V of the Senate amendment, and 
modifications committed to conference: 

BILL ARCHER, 
WILLIAM THOMAS. 

Managers on the part of the House. 
From the Committee on the Budget: 

PETE DOMENIC!, 
CHUCK GRASSLEY, 
DON NICKLES, 
PHIL GRAMM, 
FRANK LAUTENBERG. 

From the Committee on Agriculture, Nutri
tion, and Forestry: 

DICK LUGAR. 
From the Committee on Banking, Housing, 
and Urban Affairs: 

ALFONSE D 'AMATO, 
RICHARD SHELBY, 
PAUL SARBANES. 

From the Committee on Commerce, Science 
and Transportation: 

JOHN MCCAIN, 
TED STEVENS, 

(Except for provisions 
in universal service 
fund). 

From the Committee on Energy and Natural 
Resources: 

FRANK H. MURKOWSKI, 
LARRY E. CRAIG. 

From the Committee on Finance: 
BILL ROTH, 
TRENT LOTT, 
DANIEL P. MOYNIHAN. 

From the Committee on Government Affairs: 
FRED THOMPSON, 
SUSAN COLLINS. 

From the Committee on Veterans' Affairs: 
ARLEN SPECTER, 
STROM THURMOND, 
JOHN ROCKEFELLER. 

Managers on the part of the Senate. 

SPECIAL ORDERS GRANTED 
By unanimous consent, permission to 

address the House, following the legis
lative program and any special orders 
heretofore entered, was granted to: 

(The following Members (at the re
quest of Mr. MCNULTY) to revise and 
extend their remarks and include ex
traneous material:) 

Mr. ALLEN, for 5 minutes, today. 
Mr. KIND, for 5 minutes, today. 
Mrs. TAUSCHER, for 5 minutes, today. 
Ms. BROWN of Florida, for 5 minutes, 

today. 
(The following Members (at the re

quest of Mr. UPTON) to revise and ex
tend their remarks and include extra
neous material:) 

Mr. PORTER, for 5 minutes, today. 
Mr. METCALF, for 5 minutes, today. 
Mr. BLUNT, for 5 minutes, today. 

EXTENSION OF REMARKS 
By unanimous consent, permission to 

revise and extend remarks was granted 
to: 

(The following Members (at the re
quest of Mr. MCNULTY) to revise and 
extend their remarks and include ex
traneous matter:) 

Mr. TORRES. 
Mr. CONYERS. 
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Mr. SKELTON. 
Mr. KENNEDY of Massachusetts. 
Mr. KLECZKA. 
Mr. BROWN OF CALIFORNIA. 
Ms. BROWN OF FLORIDA. 
Mr. MENENDEZ. 
(The following Members (at the re

quest of Mr. UPTON) to revise and ex
tend their remarks and include extra
neous matter:) 

Mr. WOLF. 
Mr. EHRLICH. 
Mr. LOBIONDO. 
Mr. QUINN. 
Mrs. ROUKEMA. 
(The following Members (at the re

quest of Mr. SHAYS) and to include ex
traneous matter:) 

Mr. SKAGGS. 
Mr. METCALF. 
Mr. COBLE. 
Mr. WEYGAND. 
Mr. KUCINICH. 
Mr. WHITE. 
Mr. LAMPSON. 

ADJOURNMENT 
Mr. HOBSON. Mr. Speaker, I move 

that the House do now adjourn. 
The motion was agreed to; accord

ingly (at 3 o'clock and 15 minutes 
a.m.) , the House adjourned until today, 
Wednesday, July 30, 1997, at 10 a.m. 

EXECUTIVE COMMUNICATIONS, 
ETC. 

Under clause 2 of rule XXIV, execu
tive communications were taken from 
the Speaker's table and referred as fol
lows: 

4431. A letter from the Director, Office of 
Regulatory Management and Information, 
Environmental Protection Agency, transmit
ting the Agency's final rule-Approval and 
Promulgation of Air Quality Implementa
tion Plans; Vermont; Approval of PMlO State 
Implementation Plan (SIP) Revision and 
Designation of Areas for Air Quality Plan
ning Purposes [VT--014--0l-1216(a); A-l-FRL-
5860-2) received July 22, 1997, pursuant to 5 
U.S.C. 80l(a)(l)(A); to the Committee on 
Commerce. 

4432. A letter from the Assistant Secretary 
for Legislative Affairs, Department of State, 
transmitting a report, determination and 
certification on a chemical weapons pro
liferation sanctions matter; to the Com
mittee on International Relations. 

REPORTS OF COMMITTEES ON 
PUBLIC BILLS AND RESOLUTIONS 
Under clause 2 of rule XIII, reports of 

committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mr. LIVINGSTON: Committee on Appro
priations. Report on the Revised Subdivision 
of Budget Totals for Fiscal Year 1998 (Rept. 
105--215). Referred to the Committee of the 
Whole House on the State of the Union. 

Mr. SOLOMON: Committee on Rules. 
House Resolution 201. Resolution waiving a 
requirement of clause 4(b) of rule XI with re
spect to consideration of certain resolutions 
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reported from the Committee on Rules 
(Rept. 105-216). Referred to the House Cal
endar. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 5 of rule X and clause 4 
of rule XXII, public bills and resolu
tions were introduced and severally re
ferred as follows: 

By Mr. COBLE (for himself, Mr. HYDE, 
Mr. CONYERS, and Mr. FRANK of Mas
sachusetts): 

H.R. 2281. A bill to amend title 17, United 
States Code, to implement the World Intel
lectual Property Organization Copyright 
Treaty and Performances and Phonograms 
Treaty; to the Committee on the Judiciary. 

By Mr. SHUSTER (for himself, Mr. 
DUNCAN, Mr. LIPINSKI, Mr. BLUNT, 
and Mr. LAHOOD): 

H.R. 2282. A bill to amend title 49, United 
States Code, to impose restrictions on the 
operating rights of foreign air carriers of a 
foreign country that has restricted U.S. air 
carrier operations; to the Committee on 
Transportation and Infrastructure. 

By Mr. CANNON (for himself, Mr. HAN
SEN, Mr. COOK, Mr. SALMON, Mr. 
SHADEGG, Mr. KOLBE, Mrs. 
CHENOWETH, Mrs. CUBIN, Mr. CRAPO, 
Mr. PASTOR, Mr. CUNNINGHAM, Mr. 
MCKEON, Mr. HERGER, Mr. ENSIGN, 
Mr. GIBBONS, Mr. ISTOOK, Mr. WATTS 
of Oklahoma, Mr. ENGLISH of Penn
sylvania, Mr. LINDER, Mr. KIND of 
Wisconsin, Mr. GOODLA'I'TE, Ms. 
LOFGREN, Mr. GILCHREST, Mr. SMITH 
of Texas, Mr. MANZULLO, Mr. WICE:ER, 
Mr. Fox of Pennsylvania, Mr. PACK
ARD, Ms. DUNN of Washington, Mr. 
SMITH of New Jersey, Mr. SMITH of 
Oregon, Mr. SCHIFF, Mr. SESSIONS, 
Mr. HASTINGS of Washington, Mr. 
REDMOND, Mr. BARRETT of Nebraska, 
Mr. EHLERS, Mr. OXLEY, Mr. 
SNOWBARGER, and Mr. BONO): 

H.R. 2283. A bill to expand the boundaries 
of Arches National Park in the State of Utah 
to include portions of the following drain
ages, Salt Wash, Lost Spring Canyon, Fish 
Sheep Draw, Clover Canyon, Cordova Can
yon, Mine Draw, and Cottonwood Wash, 
which are currently under the jurisdiction of 
the Bureau of Land Management, and to in
clude a portion of Fish Sheep Draw, which is 
currently owned by the State of Utah; to the 
Committee on Resources. 

By Mr. KING of New York: 
H.R. 2284. A bill to amend the Freedom for 

Russia and Emerging Eurasian Democracies 
and Open Markets Support Act of 1992 to 
eliminate the restriction on assistance to 
Azerbaijan; to the Committee on Inter
national Relations. 

By Ms. LOFGREN (for herself, Mr. 
CANNON, Mrs. TAUSCHER, Mr. DREIER, 
Mr. FAZIO of California, and Mr. 
DELAHUNT): 

H.R. 2285. A bill to provide for the consid
eration, during fiscal year 1997, of petitions 
for classification under section 
101(a)(15)(H)(i)(b) of the ImmigTation and Na
tionality Act without regard to the numer
ical limitation applicable to such petitions, 
subject to a reduction in such limitation for 
fiscal year 1998, and for other purposes; to 
the Committee on the Judiciary. 

By Mr. MCINNIS: 
H.R. 2286. A bill to increase the rate of spe

cial pension payable to persons who have re
ceived the Congressional Medal of Honor; to 
the Committee on Veterans' Affairs. 

By Mr. MEEHAN: 
H.R. 2287. A bill to apply the rates of duty 

effective after December 31, 1994, to certain 
water resistant wool trousers that were en
tered, or withdrawn from warehouse for con
sumption, after December 31, 1988, and before 
January 1, 1995; to the Committee on Ways 
and Means. 

By Ms. ROS-LEHTINEN (for herself, 
Mr. GILMAN, Mr. DIAZ-BALART, Mr. 
MENENDEZ, Mr. BURTON of Indiana, 
Mr. SOLOMON, Mr. DEUTSCH, Mr. 
SMITH of New Jersey, Mr. ROTHMAN, 
and Mr. HYDE): 

H.R. 2288. A bill to amend the Cuban Lib
erty and Democratic Solidarity (LIBERTAD) 
Act of 1996 to require the Secretary of State 
to submit to the Congress reports relating to 
the exclusion from the United States of 
aliens who have confiscated property of 
United States nationals or who traffic in 
that property; to the Committee on Inter
national Relations. 

By Ms. ROS-LEHTINEN (for herself, 
Mr. GILMAN, Mr. DIAZ-BALART, Mr. 
MENENDEZ, Mr. BUR'l'ON of Indiana, 
Mr. SOLOMON, Mr. DEUTSCH, Mr. 
SMITH of New Jersey, and Mr. ROTH
MAN): 

H.R. 2289. A bill to provide for the with
holding of United States assistance to coun
tries that aid or are engaged in nonmarket 
based trade with the Government of Cuba; to 
the Committee on International Relations. 

By Mr. SHAYS (for himself and Mr. 
PAYNE): 

H.R. 2290. A bill to amend title I of the Em
ployee Retirement Income Security Act of 
1974 to improve enforcement under such Act; 
to the Committee on Education and the 
Workforce, and in addition to the Committee 
on Ways and Means, for a period to be subse
quently determined by the Speaker, in each 
case for consideration of such provisions as 
fall within the jurisdiction of the committee 
concerned. 

By Mr. SKAGGS: 
H.R. 2291. A bill to amend the Fish and 

Wildlife Improvement Act of 1978 to enable 
the Secretary of the Interior to more effec
tively utilize the proceeds of sales of certain 
items; to the Committee on Resources. 

By Ms. BROWN of Florida (for herself, 
Mr. TOWNS, Mr. MCCOLLUM, Ms. Ros
LEHTINEN, Ms. KILPATRICK, Mr. WATT 
of North Carolina, Mrs. MEEK of Flor
ida, Mr. CONYERS, Ms. MILLENDER
McDONALD, Mr. LEWIS of Georgia, Mr. 
CLYBURN ' Ms. MCCARTHY of Missouri, 
Ms. CHRISTIAN-GREEN, Mr. FROST, Mr. 
DELLUMS, Mrs. CLAYTON, Ms. NORTON, 
Mr. BONIOR, Mr. BROWN of California, 
Mrs. MALONEY of New York, Ms. CAR
SON, Ms. EDDIE BERNICE JOHNSON of 
Texas, Mr. PAYNE, Mr. FILNER, Ms. 
STABENOW, Ms. DELAURO, Ms. 
SLAUGH'rER, Mr. RUSH, Ms. 
VELAZQUEZ, Mr. HAS'l'INGS of Florida, 
Mr. FOLEY, Mr. DAVIS of Illinois, Mr. 
TORRES, Mr. ABERCROMBIE, Mr. 
WATTS of Oklahoma, Mr. SNYDER, 
and Mr. GOSS): 

H. Con. Res. 129. Concurrent resolution ex
pressing the sense of the Congress that a 
postage stamp should be issued to honor 
Zora Neale Hurston; to the Committee on 
Government Reform and Oversight. 

By Mr. HASTINGS of Florida: 
H. Con. Res. 130. Concurrent resolution 

concerning the situation in Kenya; to the 
Committee on International Relations. 

By Mr. SAXTON (for himself and Mr. 
ABERCROMBIE): 

H. Con. Res. 131. Concurrent resolution ex
pressing the sense of Congress regarding the 
ocean; to the Committee on Resources. 

By Mr. SOLOMON (for himself and Mr. 
LANTOS): 

H. Con. Res. 132. Concurrent resolution re
lating to the Republic of China (Taiwan's) 
participation in the United Nations; to the 
Committee on International Relations. 

ADDITIONAL SPONSORS 

Under clause 4 of rule XXII, sponsors 
were added to public bills and resolu
tions as follows: 

H.R. 339: Mr. GOODLATTE. 
H.R. 493: Ms. WOOLSEY. 
H.R. 521: Mr. JOHN. 
H.R. 551: Mr. FAWELL. 
H.R. 632: Mr. BARCIA of Michigan, Mr. GIB

BONS, Mr. WAMP, and Mr. THUNE. 
H.R. 633: Mr. BATEMAN. 
H.R. 695: Mr. HALL of Ohio, Mr. LIVING

STON, Mr. HOEKSTRA, Mr. WISE, Mr. FILNER, 
Mr. MCDERMOTT, Ms. SANCHEZ, Mrs. THUR
MAN, Mr. TANNER, Mr. PASTOR, Ms. KAPTUR, 
Mr. LEWIS of Georgia, Mr. JACKSON, Ms. 
MILLENDER-MCDONALD, Mr. CUMMINGS, Mr. 
JEFFERSON, Mr. FORD, Mr. BARRETT of Wis
consin, Mr. FATTAH, Mr. BARCIA of Michigan, 
Ms. HOOLEY of Oregon, Mrs. NORTHUP, Mr. 
VENTO, Mr. BONIOR, Mrs. CLAYTON, Mrs. KEN
NELLY of Connecticut, Mr. PALLONE, Mr. 
OLVER, Ms. KILPATRICK, Ms. DELAURO, Mrs. 
MEEK of Florida, Ms. STABENOW, Mr. 
STEARNS, Mr. HEFLEY, and Mr. RADANOVICH. 

H.R. 727: Mr. GIBBONS. 
H.R. 777: Mr. FOGLIETTA and Mr. BERRY. 
H.R. 793: Mr. BONIOR. 
H.R. 795: Mr. MCGOVERN. 
H.R. 815: Mr. PETERSON of Pennsylvania, 

Mr. LAHOOD, Mr. PETERSON of Minnesota, 
Mr. WATT of North Carolina, and Mr. 
WELLER. 

H.R. 859: Mr. DICKEY and Mr. HILLEARY. 
H.R. 873: Mr. KLUG. 
H.R. 880: Mr. MCCOLLUM, Mr. DOYLE, Mr. 

HALL of Texas, Mr. MILLER of Florida, and 
Mr. BERRY. 

H.R. 893: Mr. ANDREWS, Mr. MALONEY of 
Connecticut, Mr. DAVIS of Illinois, and Mr. 
TRAFICANT. 

H.R. 991: Mr. LAZIO of New York. 
H.R. 992: Mr. GOODE, Mr. MCINTOSH, and 

Mr. GIBBONS. 
H.R. 1009: Mr. HALL of Texas. 
H.R. 1114: Mr. ROTHMAN and Mrs. MEEK of 

Florida. 
H.R. 1130: Mr. CLAY. 
H.R. 1134: Mr. BUNNING of Kentucky and 

Mr. OWENS. 
H.R. 1140: Mr. POSHARD and Mr. FROST. 
H.R. 1232: Mr. CLYBURN. 
H.R. 1257: Mr. LAZIO of New York. 
H.R. 1270: Mr. SNYDER and Mrs. EMERSON. 
H.R. 1333: Mr. WICKER. 
H.R. 1507: Mr. ACKERMAN, Mrs. JOHNSON of 

Connecticut, and Mr. BECERRA. 
H.R. 1560: Mr. KING of New York and Ms. 

MOLINARI. 
H.R. 1608: Ms. PRYCE of Ohio, Mr. BOUCHER, 

Mr. BONIOR, Mr. GOODLING, and Mr. BURTON 
of Indiana. 

H.R. 1614: Mr. BROWN of Ohio. 
H.R. 1635: Mr. BUNNING of Kentucky, Mrs. 

CUBIN, Mr. DUNCAN, Mr. FOGLIETTA, Mr. 
HOYER, Mr. HYDE, Mr. KUCINICH, Mr. LEWIS of 
California, Ms. PRYCE of Ohio, Mr. BONIOR, 
and Mr. VISCLOSKY. 

H.R. 1712: Mr. GIBBONS. 
H.R. 1754: Mr. ACKERMAN. 
H.R. 1763: Mr. LEWIS of Georgia. 
H.R. 1801: Mr. LAMPSON, Ms. JACKSON-LEE, 

Mrs. TAUSCHER, and Mr. CAPPS. 
H.R. 1836: Mr. HORN and Mr. BARR of Geor

gia. 
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H.R. 2264 H.R. 1839: Mr. MOLLOHAN and Mr. PRICE of 

North Carolina. 
H.R. 1903: Mr. EWING and Mr. BARTLETT of 

Maryland. 
H.R. 1908: Mr. WATKINS. 
H.R. 1984: Mr. BURTON of Indiana, Mr. 

BACHUS, Mrs. CHENOWETH, Mr. LEWIS of Ken
tucky, and Mr. JENKINS. 

H.R. 2004: Mr. ACKERMAN. 
H.R. 2069: Mr. OWENS. 
H.R. 2090: Mr. GEJDENSON, Mr. BOEHLERT, 

Mr. VENTO, Ms. MOLINARI, Mrs. LOWEY, Mr. 
ABERCROMBIE, Mr. FOGLIETTA, Mr. OLVER, 
Mr. TOWNS, Mr. FAZIO of California, Mrs. 
MALONEY of New York, and Mr. GILMAN. 

H.R. 2102: Mr. PETERSON of Pennsylvania. 
H.R. 2174: Mr. BERMAN, Mr. OLVER, Mr. 

FROST, Mr. BALDACCI, and Mr. BARRETT OF 
WISCONSIN. 

H.R. 2182: Mr. HASTINGS of Florida, Mr. 
HILLIARD, and Mr. MCDADE. 

H.R. 2185: Mr. FROST, Mr. FATTAH, Mr. 
BROWN of California, Mr. STARK, Ms. CHRIS
TIAN-GREEN, and Mr. UNDERWOOD. 

H.R. 2191: Mr. WHITE and Mr. CASTLE. 
H.R. 2200: Mr. BONIOR. 
H.R. 2272: Mr. GEJDENSON, Ms. FURSE, and 

Ms. DELAURO. 
H. Con. Res. 27: Mr. MARTINEZ, Ms. KIL

PATRICK, Mr. SNYDER, Ms. FURSE, Mr. THOMP
SON' and Mr. ENGEL. 

H. Con. Res. 68: Mr. BONIOR. 
H. Con. Res. 80: Mr. MCDADE, Mr. ABER

CROMBIE, Mr. ENGEL, Mr. BONO, and Mr. 
WEYGAND. 

H. Con. Res. 106: Ms. PELOSI and Mr. MAR
KEY. 

H. Res. 37: Mr. BALDACCI and Mr. GIBBONS. 
H. Res. 144: Mr. LATHAM, Mr. KING of New 

York, and Ms. MOLINARI. 

AMENDMENTS 

Under clause 6 of rule XXIII, pro
posed amendments were submitted as 
follows: 

H.R. 2159 
OFFERED BY: MR. FORBES 

AMENDMENT No. 71: Page 94, insert the fol
lowing after line 3: 

PROHIBITION ON ASSISTANCE TO PLO AND 
PALESTINIAN AUTHORITY 

SEC. 572. Notwithstanding any other provi
sion of this Act, no funds appropriated or 
otherwise made available by this Act may be 
made available to provide assistance, di
rectly or indirectly, for the Palestinian Lib
eration Organization or the Palestinian Au
thority. 

H.R. 2159 
OFFERED BY: MR. FORBES 

AMENDMENT No. 72: Page 94, insert the fol
lowing after line 3: 

PROHIBITION ON ASSISTANCE TO PLO AND 
PALESTINIAN AUTHORITY 

SEC. 572. Notwithstanding any other provi
sion of this Act, no funds appropriated or 
otherwise made available by this Act may be 
made available to provide assistance, di
rectly or indirectly, for the Palestinian Lib
eration Organization or entities associated 
with it, or the Palestinian Authority. 

H.R. 2159 
OFFERED BY: MR. MENENDEZ 

AMENDMENT No. 73: At the end of the bill , 
insert after the last section (preceding the 
short title) the following new section: 

SEC. 572. None of the funds appropriated or 
otherwise made available by this Act under 
the heading " NONPROLIFERATION, ANTI-TER-

RORISM, DEMINING AND RELATED PROGRAMS" 
that are made available for the International 
Atomic Energy Agency shall be made avail
able for programs and projects of such Agen
cy in Cuba. 

H.R. 2159 
OFFERED BY: MR. SOUDER 

AMENDMENT No. 74: Page 16, line 25, 
" $625,000,000" insert "(decreased 
$50,000,000),,. 

Page 23, line 26, after " $230,000,000" 
"(increased by $50,000,000)" . 

H.R. 2159 
OFFERED BY: MR. SOUDER 

after 
by 

insert 

AMENDMENT No. 75: Page 24, line 16, insert 
before the period the following: ": Provided 
further, That not less than $50,000,000 shall be 
available only for the procurement in the 
United States of four UH-00 Blackhawk util
ity helicopters, including maintenance and 
support for such helicopter, to be made 
available to the DANT! anti-narcotics unit 
of the Colombian National Police for the 
purpose of carrying out coun ternarcotics ac
tivities" . 

H.R. 2264 
OFFERED BY: MR. BURTON OF INDIANA 

AMENDMENT No. 15: Page 44, line 24, after 
the dollar amount, insert the following: "(de
creased by $1,000,000)". 

Page 73, line 15, after the first dollar 
amount, insert the following "(increased by 
$1,000,000)". 

H.R. 2264 
OFFERED BY: MRS. CHENOWETH 

AMENDMENT No. 16: In the item relating to 
" HEALTH RESOURCES AND SERVICES ADMINIS
TRATION-HEALTH RESOURCES AND SERVICES", 
insert after the first dollar amount (before 
the comma) "(reduced by $9,000,000)"; and in 
the fifth proviso (relating to the program 
under title X of the Public Health Service 
Act) , insert after the dollar amount "(re
duced by $9,000,000)". 

In the item relating to " ADMINISTRATION 
ON AGING- AGING SERVICES PROGRAMS"' insert 
after the dollar amount (before the colon) 
"(increased by $4,725,000)". 

H.R. 2264 
OFFERED BY: MR. GOODLING 

AMENDMENT No. 17: On page 2, line 15, after 
the dollar amount insert "(reduced by 
$21,000,000)" . 

On page 2, line 16, after the dollar amount 
insert "(reduced by $21,000,000)". 

On page 3, line 9, after the dollar amount 
insert "(reduced by $21,000,000)". 

On page 23, line 20, after the dollar amount 
insert "(reduced by $1,000,000)". 

On page 68, line 17, after the first dollar 
amount insert "(increased by $25,000,000) and 
after the second dollar amount insert "(in
creased by $25,000,000)" . 

On page 78, line 18, after the dollar amount 
insert "(reduced by $1,500,000)" . 

On page 78, line 19, after the dollar amount 
insert "(reduced by $1,500,000)" . 

On page 85, line 5, after the dollar amount 
insert "(reduced by $1,500,000)". 

H.R. 2264 
OFFERED BY: MR. GOODLING 

AMENDMENT No. 18: At the end of the bill, 
insert after the last section (preceding the 
short title) the following new section: 

SEC. 516. None of the funds made available 
in this Act may be used to develop, plan, im
plement, or administer any national testing 
program in reading or mathematics that is 
not specifically and explicitly provided for in 
authorizing legislation enacted into law. 

OFFERED BY: MR. KENNEDY OF 
MASSACHUSETTS 

AMENDMENT No. 19: Page 44, line 5, after 
the dollar amount, insert the following: " (in
creased by $4,782,000)". 

Page 73, line 15, after the first dollar 
amount, insert the following: "(reduced by 
$14,045,000)". 

H.R. 2264 
OFFERED BY: MR. MCINTOSH 

AMENDMENT No. 20: Page 64, line 7, after 
the first dollar amount, insert the following: 
"(decreased by $6,000,000)" . 

Page 64, line 7, after the second dollar 
amount, insert the following: "(decreased by 
$21,000,000)" . 

Page 73, line 15, after the first dollar 
amount, insert the following: "(increased by 
$5,000,000)". 

H.R. 2264 
OFFERED BY: MR. RIGGS 

AMENDMENT No. 21: Page 19, line 19, after 
the dollar amount, insert the following: "(re
duced by $9,800,000)" . 

Page 44, line 5, after the dollar amount, in-
sert the following: "(increased by 
$19,600,000)" . 

Page 44, line 16, after the dollar amount, 
insert the following: "(reduced by 
$9,800,000)". 

H.R. 2264 
OFFERED BY: MR. RIGGS 

AMENDMEN'l' No. 22: Page 64, line 7, after 
the first dollar amount, insert the following: 
"(reduced by $25,000,000)". 

Page 66, line 20, after the dollar amount, 
insert the following: "(increased by 
$25,000,000)" . 

H.R. 2264 
OFFERED BY: MR. SOUDER 

AMENDMENT No. 23: In the item relating to 
"HEALTH RESOURCES AND SERVICES. ADMINIS
TRATION- HEALTH RESOURCES AND SERVICES", 
insert after the first dollar amount (before 
the comma) "(reduced by $40,690,000)"; and in 
the fifth proviso (relating to the program 
under title X of the Public Health Service 
Act), insert after the dollar amount "(re
duced by $40,690,000)" . 

In the item relating to " NATIONAL INSTI
TUTES OF HEALTH-NATIONAL CANCER INSTI
TUTE", insert after the first dollar amount 
"(increased by $36,000,000)" . 

H.R. 2266 
OFFERED BY: MRS. OLA YTON 

AMENDMENT No. 10: Page 100, after line 15, 
insert the following new section: 

SEC. . The Secretary of the Army may re
imburse a member of the Army who was de
ployed from the United States to Europe in 
support of operations in Bosnia and who in
curred an out-of-pocket expense for ship
ment of a personal item to or from Europe 
during the period beginning on October 1, 
1996, and ending on May 30, 1997, if the ship
ment of that item, if made after May, 30, 
1997, would have been provided by the De
partment of the Army through the Tem
porary Change of Station (TCS) weight al
lowance under the Joint Federal Travel Reg
ulation, as in effect after that date. 

H.R. 2267 
OFFERED BY: MR. BARTLETT OF MARYLAND 
AMENDMENT No. 2: In title IV relating to 

" DEPARTMENT OF STATE AND RELATED 
AGENCIES", in the item relating to " Inter
national Organizations and Conferences
contributions to international organiza
tions" strike "of which not to exceed 
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$54,000,000 shall remain available until ex
pended for payment of arrearages" and all 
that follows through the second proviso. 

H.R. 2267 
OFFERED BY: MR. BARTLETT OF MARYLAND 
AMENDMENT No. 3: In title IV relating to 

" DEPARTMENT OF STATE AND RELATED 
AGENCIES", in the item relating to " Inter
national Organizations and Conferences
contributions to international peacekeeping 
activities" strike " of which not to exceed 
$46,000,000 shall remain available until ex
pended for payment of arrearages" and all 
that follows through the first proviso. 

H.R. 2267 
OFFERED BY: MR. DOGGETT 

AMENDMENT No. 4: At the end of the bill, 
insert after the last section (preceding the 
short title) the following new section: 

SEC. . None of the funds provided by this 
Act shall be available to promote the sale or 
export of tobacco or tobacco products, or to 
seek the reduction or removal by any foreign 
country of restrictions on the marketing of 
such products. 

H.R. 2267 

OFFERED BY: MR. HEFLEY 

AMENDMENT No. 5: Page 79, line 13, after 
the dollar amount, insert "(reduced by 
$50,000,000)' '. 

H.R. 2267 

OFFERED BY: MR. KANJORSKI 

AMENDMENT No. 6: In title IV relating to 
" DEPARTMENT OF STATE AND RELATED 
AGENCIES", in the item relating to " RE
LATED AGENCIES-UNITED STATES INFOR
MATION AGENCY-NATIONAL ENDOWMENT FOR 
DEMOCRACY" after " $30,000,000" insert the fol
lowing: "(reduced by $30,000,000)" . 

H.R. 2267 

OFFERED BY: MR. KUCINICH 

AMENDMENT No. 7: Page 95, line 15, after 
the first dollar amount, and page 96, line 1, 
after the dollar amount, insert "(increased 
by $500,000)" . 

H.R. 2267 

OFFERED BY: MR. SANDERS 
AMENDMENT No. 8: At the end of the blll, 

insert the following after the last section 
(preceding the short title): 

SEC. . None of the funds appropriated or 
otherwise made available by this Act may be 
used for activities to increase foreign mar
ket access for tobacco products. 

REPORTS OF COMMITTEES ON 
PUBLIC BILLS AND RESOLUTIONS 
Under clause 2 of rule XIII, reports of 

committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mr. KASICH: Committee of Conference. 
Conference report on H.R. 2015. A bill to pro
vide for reconciliation pursuant to sub
sections (b)(l) and (c) of section 105 of the 
concurrent resolution on the budget for fis
cal year 1998 (Rept. 105-217). Ordered to be 
printed. 
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