
June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12255 

HOUSE OF REPRESENTATIVES-Wednesday, June 25, 1997 
The House met at 10 a.m. and was INSON] come forward and lead the 

called to order by the Speaker pro tern- House in the Pledge of Allegiance. 
pore [Mr. WICKER]. Mr. HUTCHINSON led the Pledge of 

DESIGNATION OF THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore laid be
fore the House the following commu

. nication from the Speaker: 
WASHINGTON, DC, 

June 25, 1997. 
I hereby designate the Honorable ROGER F. 

WICKER to act as Speaker pro tempore on 
this day. 

NEWT GINGRICH, 
Speaker of the House of Representatives. 

PRAYER 
The Chaplain, Rev. James David 

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

We pray, 0 gracious God, that the 
great virtues that support our civiliza
tion and culture will grow in our 
awareness and strengthen our lives and 
our communities. We know that there 
must be those values and truths that 
make stronger the fabric of our society 
and give cohesion and purpose to daily 
living. With all the competing beliefs 
about and with all the striving for new 
and more relevant ideas, give to us, 0 
God, the strong faith to see clearly 
Your blessings to this world and to 
each of us. May those blessings con
tinue to give us meaning in our endeav
ors and show us more clearly the paths 
of justice and of peace. In Your name 
we pray. Amen. 

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

McDevitt, one of its clerks, announced 
that the Senate had passed without 
amendment a bill of the House of the 
following title: 

R.R. 1902. An act to immunize donations 
made in the form of charitable gift annuities 
and charitable remainder trusts from the 
antitrust laws and State laws similar to the 
antitrust laws. 

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 Arkansas [Mr. HUTCH-

Allegiance 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. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore. The 
Chair announces that he will entertain 
fifteen 1-minutes on each side. 

REDUCTION IN CAPITAL GAINS 
TAX 

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

Mr. JONES. Mr. Speaker, the liberals 
often refer to a reduction in the capital 
gains tax as a " tax cut for the 
weal thy." This is simply not the case. 
I know of a large number of farmers, 
senior citizens, and middle-income 
families in my district who would 
greatly benefit from a reduction in the 
capital gains tax. 

I think my constituents would be ex
tremely disappointed to hear that the 
liberals in Washington have declared 
them wealthy. My constituents are 
good, hard-working Americans, who do 
the best they can to make ends meet, 
especially when they have to send so 
many of their dollars to Washington to 
pay for big government. 

The taxpayer should not be penalized 
for selling a ·farm or a home or for 
being among the 43 percent of adult 
Americans who own stock. A reduction 
in the capital gains tax rate means real 

. relief for real, hard-working Ameri
cans. 

PUERTO RICO MEDICAID BUDGET 
AGREEMENT NOT HONORED IN 
RECONCILIATION 
(Mr. ROMERO-BARCELO asked and 

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

Mr. ROMERO-BARCELO. Mr. Speak
er, for the last three decades, the U.S. 
citizens of Puerto Rico have been ex
cluded from participating in the Fed
eral Medicaid Program at the same 
level of benefits as their fellow citizens 
in the 50 States. 

The Medicaid block grant for Puerto 
Rico is currently capped at only $133 
million and, as a result, the Puerto 

Rico Department of Health has to pro
vide in excess of $700 million annually 
in local funding to take care of this is
land's medically indigent population. 

Throughout my tenure in Congress, I 
have actively fought for increased par
ticipation by Puerto Rico in Medicaid. 
I find it unconscionable that the Fed
eral Government would uphold a policy 
where the health and lives of the peo
ple of Puerto Rico are considered to be 
of less value than the lives of other 
citizens. And we are talking about citi
zens, not immigrants or legal resi
dents. 

In this spring's balanced budget ne
gotiations, the congressional leader
ship and the administration agreed to 
increase Puerto Rico's Medicaid block 
grant by $30 million in fiscal year 1998 
and by an additional $10 million annu
ally through the year 2002. 

I am appalled by the fact that this 
agreement between the White House 
and the Republican leadership has not 
been honored in the budget act that we 
will consider today. I would hope that 
the commitment made by the congres
sional leadership with the White House 
is honored, as all commitments should 
be. 

IMPUTED INCOME 
(Mr. HUTCHINSON asked and was 

given permission to address the House 
for 1 minute.) 

Mr. HUTCHINSON. Mr. Speaker, lis
tening to the other side characterize 
our tax bill as "tax cuts for the 
wealthy" has led me to come up with a 
perfect letter for my constituents. It 
would go like this: 

Dear Middle Class Taxpayer: For tax pur
poses only, you are hereby declared rich. I 
know this must come as quite a shock to 
you, but that is not even the good part. 

Although you and your wife live quite 
modestly and think that when you add your 
$25,000 salary to her $20,000 salary you make 
$45,000. Well, think again. This includes all of 
your overtime. But whenever you earn 
$45,000 per year, the liberals in Congress have 
decided that you actually make over $75,000 
a year. It is called imputed income. 

I am not sure exactly how they do that. 
But the bottom line is, you are hereby de
clared rich. This means, among other things, 
that you are now evil and that you are no 
longer paying your fair share. 

Oh, yes, the tax cut you thought you were 
going to get, well forget it. Being rich has 
never been so fun, has it? 

A FULL COURT PRESS AGAINST 
DRUGS 

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

OThis symbol represents the time of day during the House proceedings, e.g., 01407 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. BLAGOJEVICH. Mr. Speaker, let 

me begin by quoting a sports hero from 
my hometown of Chicago: 

I've missed more than 9,000 shots in my ca
reer. I've lost almost 300 games. Twenty-six 
times I've been entrusted to take the game
winning shot and missed. I've failed over and 
over and over again in my life . And that is 
why I succeed. 

Mr. Speaker, the other day in the 
Committee on Rules, I, like Michael 
Jordan, took a shot and I missed. I 
filed an amendment that would have 
given additional money to our military 
for our fight to interdict drugs before 
they cross our borders and reach our 
neighborhoods. 

Mr. Speaker, we met the challenge of 
the cold war by providing the nec
essary resources to win that war. Now 
it is time we invested some of those 
same resources to fight and win the 
war on drugs, a war being waged in 
every neighborhood and every commu
nity in our country. Because, Mr. 
Speaker, in the final analysis, it is 
only with a full court press that we can 
ultimately turn failure into success. 

TAX CUTS WILL KEEP THE 
ECONOMY GROWING 

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

Mr. HEFLEY. Mr. Speaker, do you 
find it amusing that liberals in this 
House, people who have never created a 
job in their lives, spend all of their 
time attacking the very policies that 
help create jobs? 

Do you find it downright hilarious 
that liberals spend their entire lives at
tacking corporate America, the very 
same corporate America that is respon
sible for creating 30 million jobs in the 
U.S. economy over the last 15 years? 

Do you find it positively insane, yes, 
Mr. Speaker, insane that liberals dis
miss out of hand the relevance of the 
very same factors in the economy that 
are the single most relevant factors 
that job creators take into account 
when thinking about starting up or ex
panding a business? 

Just why is it, Mr. Speaker, that the 
liberals simply refuse to learn any les
sons from fast-growing economies and 
refuse to avoid the mistakes of no
growth European economies? 

Keep the American economic system 
growing, Mr. Speaker. Let us pass the 
tax cu ts in the balanced budget agree
ment so that there are more jobs for 
everyone. 

IRS EMPLOYEE CRIMES 
(Mr. TRAFICANT asked and was 

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

Mr. TRAFICANT. Mr. Speaker, there 
is a new management board to clean up 
the IRS. The GAO said the IRS cannot 

even handle their own money, and that 
IRS employees have illegally snooped 
into unsuspecting taxpayers ' accounts. 

Now, if that is not enough to seize 
your tooth fairy money, check this 
out. An IRS bankruptcy specialist, 
Reva Vanzijl, stole social security 
numbers, then ripped off $10,000 from 
the credit cards of unsuspecting tax
payers. 

"But don't worry," the IRS said, "we 
got Reva and we convicted her and we 
threw the book of justice at her." 
Check this out: Reva got 6 months of 
home arrest and a $3,000 fine. 

Beam me up, Mr. Speaker. I say the 
IRS does not need a management 
board. The IRS needs a parole board. 
As for this proverbial book of justice, I 
say the IRS should shove that book of 
justice up their audit. I yield back all 
their crimes. 

MORE TAX RELIEF, LESS 
GOVERNMENT WASTE 

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

Mr. TIAHRT. Mr. Speaker, one way 
to think about our tax policy is to con
sider two opposite cases. Under a tax 
regime that took every penny of what 
you earned, that would certainly be 
considered tyranny. Under a tax re
gime that allowed you freedom to do 
whatever you wished to do with that 
money that you earned, that would be 
considered maximum freedom. 

Well, today we can move our tax re
gime toward the direction of more free
dom and away from the direction of 
more tyranny. "Tyranny" means ab
sence of freedom. 

It means that a truck driver who 
earns $100 after driving 100 miles finds 
that he is not free to do what he wishes 
with that money because the Govern
ment takes a quarter to a half of it. He 
is taxed on the coffee he drinks. He is 
taxed on the fuel that he burns in his 
truck. He pays taxes on the truck. He 
pays income taxes. No wonder he feels 
ripped off. 

It is time to move to more freedom 
and less Government tyranny. It is 
time for more tax relief and less Gov
ernment waste. 

REPUBLICAN TAX PLAN 
(Ms. VELAZQUEZ asked and was 

given permission to address the House 
for 1 minute.) 

Ms. VELAZQUEZ. Mr. Speaker, 
today we will vote on the first of two 
Republican budget bills. The Repub
licans will say that they are giving tax 
relief to working families. Do not be
lieve it for one minute. What the Re
publicans are doing is waging war on 
working families. 

The Republican tax plan will give 
$27,000 in tax breaks to the wealthiest 1 
percent. Is this fairness? I will say it 

again. They want to give $27,000 in tax 
breaks to the wealthiest 1 percent. 

For families trying to move from 
welfare to work, they want to deny 
worker protections, they want to deny 
family and medical leave, and they 
refuse to guarantee protections for 10 
million uninsured children. 

Do not be fooled. The Republican 
budget is a big gift to wealthy cam
paign contributors, and the Republican 
budget is an attack on working fami
lies. 

TAX RELIEF BILL 
(Mr. GIBBONS asked and was given 

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

Mr. GIBBONS. Mr. Speaker, in the 
preamble to the Constitution, the peo
ple of the United States declared that 
one of the purposes of having a con
stitution was to "promote the general 
welfare, and to secure the blessings and 
liberty to ourselves and our posterity." 

Mr. Speaker, one of the best ways to 
promote the general welfare and secure 
the blessings of liberty to ourselves 
and our children would be to pass the 
Republican tax relief plan. Letting peo
ple who earn between $20,000 and $75,000 
a year keep more of what they earn 
means that their standard of living 
goes up. It means that these people can 
better provide for their families, better 
save for their children's education, and 
better save for their own retirement. 

The Constitution speaks of providing 
the blessings of liberty to ourselves 
and our posterity, and reducing death 
taxes means the family farms can stay 
in the family, the family business can 
remain in the hands of those who 
helped build it. 

I urge my colleagues to support the 
tax relief bill when it comes before the 
House. 

MEDICARE CUTS FINANCE TAX 
RELIEF FOR THE WEALTHY 

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

Mr. DEFAZIO. Mr. Speaker, the 
Democrats would tax the very air we 
breathe, or so the Republicans would 
have us believe. But the Republicans 
would actually take oxygen from the 
1 ungs of senior citizens and disabled 
around this country to finance tax cuts 
for the wealthy. And I am not making 
this up. 

The measure before us today cuts the 
payments for oxygen and oxygen equip
ment by 20 percent and freezes pay
ments through 2002 to save $1.6 billion. 
Eighty percent of the cuts in the bill 
before us today come from Medicare, 
not to reform Medicare and stabilize 
its finances, but to finance tomorrow's 
bill, the bill that will extend tax cuts 
to the wealthy, tax cuts that will aver
age $27,132 a year for families that earn 
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over $400,000. And for those families 
who earn $25,000 they will average zero, 
nothing. 

Is this fair? I do not think so. 

TAX RELIEF FOR WORKING 
AMERICANS 

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

Mr. HAYWORTH. Mr. Speaker, well, 
there they go again. It is tragic, in a 
sense, to come to the floor of this 
House and hear such extreme, shrill 
and, yes, I am saddened to say, false 
rhetoric from liberals who constantly 
apologize for expansion of government 
and higher taxes for the American peo
ple. 

The sad fact is that the Treasury De
partment and other partisans, such as 
my good friend from Oregon [Mr. 
DEFAZIO], are using books that have 
been cooked so much they are charcoal 
broiled. How many families do my col
leagues know who pay rent to them
selves, owning their own homes? 

That is what our friends say the 
American people do. That is why our 
friends would say that a middle-income 
family earning about $40,000 a year 
somehow makes in excess of $75,000 a 
year and somehow is wealthy. It does 
not add up. Indeed, when we come to 
saving Medicare, we worked out com
monsense reforms with the very admin
istration that I think my colleague 
from Oregon [Mr. DEFAZIO] would 
champion. 

So let us return to a voice of reason, 
common sense, giving tax relief to 
working Americans. That is the key. 
That is what our plan does, 76 percent 
to families making between $20,000 and 
$75,000; and that is why the American 
people will prevail. 

D 1015 

TRAGIC EXAMPLE OF WELFARE 
REFORM 

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

Mr. HINOJOSA. Mr. Speaker, I come 
before Members today to tell them 
about the drastic effects of the welfare 
reform law passed by the 104th Con
gress. Specifically, I want to share 
with Members an example of someone 
who has been tragically affected by the 
welfare reform law. 

Mr. Rosendo Tijerina is a legal immi
grant who has worked in Texas for 11 
years. Last November he was involved 
in a serious auto accident. His legs and 
pelvis were crushed and his heart was 
injured as well. He is now totally dis
abled. 

Yet under the welfare reform law, 
Mr. Tijerina is not eligible for supple-

mental security income. He has worked 
hard, paid his taxes, integrated himself 
and his family into his community and 
has been a contributor to our country's 
economy. He deserves better treatment 
than this. · 

Mr. Tijerina and the other 125,000 
legal immigrants who will be denied 
benefits under the law need to have 
these benefits restored. In my own 
State of Texas more than 34,000 legal 
immigrants are expected to be denied 
benefits. 

Mr. Speaker, I ask that these people 
be given some consideration. 

INTRODUCTION OF TECHNOLOGY 
FOR TEACHERS ACT 

(Mrs. MORELLA asked and was given 
permission to address the House for 1 
minute and to revise and extend her re
marks.) 

Mrs. MORELLA. Mr. Speaker, in an 
effort to address the challenges of tech
nology in our Nation's classrooms, I 
am joining with the gentleman from 
Minnesota [Mr. VENTO] in introducing 
the Technology for Teachers Act. This 
bill would establish two competitive 
grant programs under the auspices of 
the Department of Education. One pro
gram would promote the inclusion of 
education technology in the initial un
dergraduate preparation of new teach
ers. The other would promote edu
cation technology as part of the ongo
ing professional development of cur
rent teachers. The Office of Technology 
Assessment recently released a study 
that shows that most new teachers 
graduate from teacher preparation in
stitutions with limited knowledge of 
the way technology can be used in 
their professional practice. The study 
also revealed that a majority of class
room teachers feel they need addi
tional training in order to adequately 
use a personal computer. Yet a review 
of the data on teacher training and 
technology reveals that school dis
tricts across the country spend very 
little of their technology budgets on 
teacher training. 

Mr. Speaker, advanced technology 
has improved America's economic com
petitiveness and improved the quality 
of life for millions of our citizens. By 
the year 2000, just 3 years away, 60 per
cent of American jobs will require 
technological skills. This bill is going 
to enhance and give teachers the train
ing they need to meet the classroom 
challenge of the future. 

THE MEAN-SPIRITED WELFARE 
BILL 

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

Mr. REYES. Mr. Speaker, this morn
ing I want to put a human face on one 
of the hundreds of thousands of elderly 
and disabled legal immigrants who are 

the targets of a mean-spirited welfare 
bill. 

Piedad Gonzalez entered the United 
States as a lawful permanent resident 
in 1986, then a healthy woman with no 
history of any physical or mental ill
ness. Like countless other immigrants, 
she came to this country willing to 
work hard and contribute. 

She soon found employment and had 
worked for 4 years before she began ex
periencing severe back pain. She be
came too disabled to continue working, 
having contracted arthritis. 

In 1994, Ms. Gonzalez applied for SSI 
benefits and in November 1996 received 
a favorable decision. However, 1 month 
later, this was overturned, denying her 
SSI benefits due to the restrictions of 
the welfare bill. 

Ms. Gonzalez should not be punished 
for coming to this country legally and 
working hard and playing by the rules. 
Instead, this bill wants to punish her 
and leave her with no means of sup
port. 

The gentleman from California [Mr. 
BECERRA] had an ·amendment to the 
spending bill which would have pro
vided men and ·women like Ms. Gon
zalez the means to survive. It was not 
made a part of the manager's amend
ment. I urge my colleagues to vote 
against the rule. 

TAX CUTS IN BUDGET 
AGREEMENT HONOR WORK 

(Ms. PRYCE of Ohio asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
her remarks.) 

Ms. PRYCE of Ohio. Mr. Speaker, it 
is painfully obvious by now how painful 
it is for the liberal Democrats to ac
cept tax cuts of any kind. The truth is 
they simply cannot justify letting 
Americans keep more of their hard
earned money. 

In their view, Mr. Speaker, the politi
cians are doing people a favor by let
ting them keep what is already theirs. 
Their idea of fairness is that the people 
who worked harder, who went to school 
a little longer, who got up a little ear
lier, who stayed at the office a little 
later, who took the risks, who worked 
harder to come up with better ideas, 
their idea of fairness means that those 
same people are somehow not justified 
in their desire to be rewarded for their 
efforts. 

In the commonsense view of fairness, 
money does not come easily for those 
who earn it. The tax cuts in this bal
anced budget amendment honors work. 
It lets millions of middle-class tax
payers keep more of what they worked 
so hard to earn. 

VOTE TO DEFEAT UNFAIR 
RECONCILIATION BILL 

(Ms. ROYBAL-ALLARD asked and 
was given permission to address the 
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House for 1 minute and to revise and 
extend her remarks.) 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
those who negotiated the original bi
partisan budget agreement recognize 
that restoring aid to legal immigrants 
residing in the United States prior to 
August 23, 1996, and later become dis
abled is good policy and a needed im
provement to last year's welfare bill. 

The reconciliation bill before us 
today violates the budget agreement 
reached earlier by the President and 
congressional leaders. As a result, in
nocent people who played by the rules 
will suffer. 

An example is Mr. Loza, a 60-year-old 
legal immigrant residing in Los Ange
les. Mr. Loza worked in the United 
States for 8 years before suffering a 
stroke which resulted in an unstable 
heart condition. In November 1996, his 
application for SSI disability benefits 
was denied because of last year's wel
fare bill. He is now trying to live on 
less than $200 per month of general as
sistance relief. 

Mr. Loza is an example of one who 
has worked hard, played by the rules 
and paid his taxes but by virtue of this 
reconciliation bill, we now abandon due 
to his disability. We must vote to de
feat this unfair bill. 

MATHEMATICS OF TAX RELIEF 

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

Mr. STEARNS. Mr. Speaker, I would 
like to point out something that prob
ably has never once occurred to the 
other side. Consider this. According to 
the IRS, the top 50 percent of tax
payers pay 95.2 percent of the income 
tax. 

Let me just repeat that. According to 
the IRS, the top 50 percent of tax
payers pay 95.2 percent of the income 
tax. If Members understand that, then 
they can immediately see that of 
course those earning above the median 
income benefit the most from tax re
lief. After all, they bear the brunt of 
the tax burden. 

In other words, when the folks on 
that side talk about tax cuts going to 
the benefit of only the wealthy, what 
they are really stating is nothing more 
than the fact that people with higher 
incomes pay higher taxes, which is not 
exactly news. · 

If one person makes $30,000 a year 
and another person makes $50,000 a 
year and both get a tax cut of 10 per
cent, could someone on that side of the 
aisle please explain to me how that is 
unfair to the person earning $30,000 a 
year? Could someone on that side 
please explain to me how the person 
making $30,000 a year is now getting a 
bad deal? 

TAX RELIEF FOR HARDWORKING 
AMERICANS 

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

Mr. GUTKNECHT. Mr. Speaker, we 
had our Committee on the Budget 
meeting that went late Friday after
noon, in fact it went well into the 
evening, and so I missed my flight and 
I flew home on Saturday. I did some
thing on that flight back to Minnesota 
that I do not do very often. I looked 
out the window. I realized what a beau
tiful country this is, full of hard
working people, as the President says, 
who play by the rules, who pay their 
taxes, lots of good Americans. 

When I got home, we drove back from 
the airport, there was a garage sale in 
my neighborhood. There was a family 
that was piling out of their kind of 
beat-up car. They had four kids. The 
youngest one was sort of permanently 
attached to morn's hip, and I think 
some of my colleagues know what I am 
talking about, one of those little 
chubbers. I thought about our budg·et 
agreement, about our tax bill and I 
said, " It's for families like that that 
we did this." Because they are going to 
get $2,000 more to spend themselves, to 
invest themselves, to do what they 
want to do. And they are going to get 
help in terms of educating those kids. 

When we talk about this tax bill and 
about this budget plan, it is about pre
serving the American dream for those 
kids and it is about allowing those 
families to keep more, to spend more 
and save more of their own money. 

VOTE FOR TAX RELIEF TODAY 
(Mr. KINGSTON asked and was given 

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

Mr. KINGSTON. Mr. Speaker, if Re
publicans were giving away chocolate 
candy, Democrats would accuse them 
of promoting cavities in America's 
children. They are masters of misrepre
sentation. They are totally against 
this tax cut. They do not want the mid
dle class to have tax relief. But they 
are too clever to say, " Hey, we hate 
giving tax relief," so what they do is 
say, " Oh, this tax relief is only for the 
wealthy." That is very strange since 
the nonpartisan Joint Committee on 
Taxation says that 76 percent of the 
tax relief goes to middle-class families 
earning between $20,000 and $75,000 a 
year. Indeed, 91 percent of the tax re
lief goes to families with a household 
income of $100,000 or less. This is solid 
middle-class stuff. This is not about 
tax relief for the wealthy. It is about 
couples like Debbie and Phil Spindle. 
Debbie makes $24,000 and Phil makes 
$40,000. They have a 14-year-old and an 
11-year-old. They need the $500 per 
child tax credit. They need tax relief. 

They need a break. They do not need a 
wasteful government that year after 
year takes money out of their pocket 
and spends it on countless bureauc
racies and bureaucrats. Let us vote for 
tax relief today. 

WINNERS AND LOSERS IN 
REPUBLICAN TAX PLAN 

(Ms. JACKSON-LEE of Texas asked 
and was given permission to address 
the House for 1 minute and to revise 
and extend her remarks.) 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, yesterday evening I was 
joined on the floor of the House by col
leagues from the east coast, the Mid
west, the west coast, and the South, 
combining the full representation of all 
Americans. We collectively acknowl
edged that in the next 48 hours, this 
House will be taking one of the most 
important steps, constitutional respon
sibilities of the spending and gener
ating revenue for this government. 

Our question was raised and it has 
not been answered: Who benefits from 
the Republican tax plan? Who wins and 
loses from the Republican tax plan? 
The rich certainly win. The working 
and middle-class rnern bers of this soci
ety and this Nation certainly lose. The 
reason is because we can find 91 million 
families who benefit from the Demo
cratic alternative tax plan who are 
working middle-class citizens making 
under $100,000 a year. In contrast we 
see the Republican plan where 91 mil
lion make over $100,000 a year to 
$250,000. The question is for the Amer
ican public to answer. Who benefits in 
the Republican rich tax plan. Vote for 
the Democratic alternative plan that 
works for all working Americans. 

SUPPORT ROHRABACHER AMEND
MENT TO DEFENSE AUTHORIZA
TION BILL 
(Mr. ROHRABACHER asked and was 

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

Mr. ROHRABACHER. Mr. Speaker, in 
a few minutes my colleague for whom I 
have deep respect, the gentleman from 
California [Mr. DELLUMS], may call for 
a revote on an issue that was decided 
the night before last. If indeed this 
happens, I would hope that my col
leagues stand firm to the position that 
we had the night before last, and that 
is, it deals with an issue as to whether 
or not if Russia transfers a weapon 
that it designed during the cold war, a 
missile designed specifically to kill 
American sailors and to sink American 
ships, whether or not we should con
tinue to pump $200 million a year into 
a fund for a program that we are in
volved in with the Russians, by the 
way a program that has a billion-dollar 
backlog right now. 

I would hope that my colleagues 
think very closely on this issue. The 
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gentleman from California [Mr. DEL
LUMS] is a very serious man and sin
cere, concerned about peace, I have no 
doubt about that, and concerned about 
his country. 
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I have a disagreement with him on 

this issue. I think our colleagues will 
say it is a good way to send a message 
to the Russians not to send high tech
nology weapons designed during the 
cold war to countries that would kill 
Americans, and I would hope they 
revote the way they did the night be
fore last. 

MIGHTY JAZZ DEFEATED BY THE 
MIGHTIER BULLS 

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

Mr. COOK. Mr. Speaker, I yield to 
the gentleman from Illinois [Mr. JACK
SON]. 

Mr. JACKSON of Illinois. Mr. Speak
er, we are not worthy, we are not wor
thy, we are truly not worthy. 

I was approached during the NBA 
championship series by my colleague 
from Utah, Mr. COOK, and Mr. COOK 
made a friendly wager, that if the Chi
cago Bulls had won the championship, 
that he would indeed wear a Chicago 
Bulls hat for the remainder of a day. 

" I have missed more than 9,000 shots 
in my career, " a Bull once said; " I've 
almost lost 300 games, 26 times I have 
been trusted to take the game-winning 
shot and missed." 

Character, Mr. Speaker, character 
speaks for both the Utah Jazz and the 
Chicago Bulls, of whom we are both ex
tremely proud. 

I want to express our condolences 
once again to Shannon Anderson and 
his family , and to all of the Utah Jazz 
that played with such character, with 
such determination, we look forward to 
beating the Utah Jazz for a sixth time. 

Mr. COOK. Mr. Speaker, we certainly 
look forward to a repeat performance, 
and I think the result is going to be a 
little bit different. 

I am here today to honor the prom
ise. My team, the mighty Jazz, was de
feated in the NBA finals by the mighti
er Bulls, and let me just make the 
statement as I promised the gentleman 
from Illinois. I did not say I would go 
that far. 

I had a busy week, and I asked my 
chief of staff to help me with this 
piece, but it turns out she is not a 
sports fan . Now, as a Utah woman, she 
knows two names in basket ball : 
Stocton and Malone; actually in Utah 
it is Stocton to Malone , and that is 
just one word. 

Now I told her that there is a man 
out there named Michael Jordan. It is 
not Michael Jackson, Michael Jordan; 
and he is a very fine player, particu-

larly when he has the flu. If it were not 
for this man, I told her, the gentleman 
from Illinois [Mr. JACKSON] would be 
standing here today in a Jazz cap. " One 
ball player can' t be that important, " 
she said. My staff is chipping in to send 
her to a Bulls game the next season. In 
the meantime perhaps I could use this 
cutout as a visual aid to explain the 
wonder of Michael. 

To Mr. Jordan, the gentleman from 
Illinois [Mr. JACKSON] and to all the 
Bulls team, congratulations on an out
standing playoff series, and we will 
definitely see them next year. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempo re (Mr. 
Wicker). The time of the gentlemen 
from Utah [Mr. CooK] and from Illinois, 
[Mr. JACK SON] , has long since expired 
and in this instance the Chair has 
granted great leeway and reminds 
Members that it · is a violation of the 
House rules to wear hats on the floor of 
the House. 

NATIONAL DEFENSE AUTHORIZA
TION ACT FOR FISCAL YEAR 1998 
The SPEAKER pro tempore. Pursu

ant to House Resolution 169 and rule 
XXIII, the Chair declares the House in 
the Committee of the Whole House on 
the Sta te of the Union for the further 
consideration of the bill, H.R. 1119. 
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IN THE COMMITTEE OF THE WHOLE 

Accor dingly, the House resolved 
itself into the Committee of the Whole 
House on the State of the Union for the 
further consideration of the bill (H.R. 
1119) to authorize appropriations for 
fiscal years 1998 and 1999 for military 
personnel strengths for fiscal years 1998 
and 1999, and for other purposes, with 
Mr. YOUNG of Florida in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. When the Cam

mi ttee of the Whole rose on Tuesday, 
June 24, 1997, amendment No. 8 printed 
in part 1 of House Report 105-137 by the 
gentleman from Indiana [Mr. BUYER] 
had been disposed of. 

There being no further amendments 
in order, the question is on the com
mittee amendment in the nature of a 
substitute, as amended. 

The committee amendment in the 
nature of a substitute, as amended, was 
agreed to. 

Mr. FRELINGHUYSEN. Mr. Chairman, I 
want to take this opportunity to commend 
Chairman SPENCE and the other members of 
the National Security Committee for their. ef
forts in drafting a defense bill that funds our 
national security priorities with limited re
sources. It is a balancing act that has become 
even more difficult as a result of the present 
administration that asks our men and women 
in uniform to do more around the world while 
subsequently giving them less resources. In 

fact, today, our troops are stationed in nearly 
100 nations and the world, more than ever be
fore. Yet, we are spending three time less on 
defense as a percentage of our national econ
omy than when John F. Kennedy was Presi
dent in 1963. 

The defense bill Chairman SPENCE has 
crafted uses the resources available to focus 
on improving the quality of life for our troops 
and their families. The bill improves force 
readiness and modernizes aging equipment. 
Furthermore, Chairman WELDON and the 
members of the Research and Development 
Subcommittee have provided resources to 
continue the invaluable research and develop
ment efforts for the weapons systems that 
give our troops an overwhelming edge on the 
battlefield. We should never put our service 
men and women in harm's way with anything 
less than overpowering force and the most ad
vanced technology available. 

I would be remiss, however, if I did not add 
that I remain concerned about the effect de
clining defense budgets are having on our 
ability to recruit and retain new engineers and 
scientists who design, maintain, and upgrade 
our weapon's systems. Picatinny Arsenal, lo
cated in my congressional district, is home to 
many of our Nation's best and brightest weap
ons engineers. The men and women of 
Picatinny Arsenal design warheads for the Pa
triot missile, the 155mm howitzer for the 
Army's revolutionary Crusader artillery system 
and improvements to the gun turret of the Co
manche helicopter, as well as developing the 
weapons of the future for our troops on the 
frontlines. If the knowledge that exists at 
Pacatinny and similar · facilities within the De
partment of Defense is not passed on to new 
engineers and scientists, it will be lost forever. 
This knowledge cannot be replicated or re
placed. We can only retain it and maintain it 
by continuing to recruit bright young men and 
women and by giving them the resources to 
continue their critical work. 

Again, I want to commend Chairman 
SPENCE and the other members of the House 
National Security Committee for their work on 
this bill. 

Mr. SAXTON. Mr. Chairman, I have a non
controversial amendment to title 29 of the bill 
dealing with wildlife conservation on military 
lands or, as it is better known, the Sikes Act. 

During the past . 3 years, my Subcommittee 
on Fisheries Conservation, Wildlife and 
Oceans conducted two hearings on the Sikes 
Act and the House, on two separate occasions 
during the 104th Congress, approved legisla
tion to extend this landmark statute. 

Regrettably, this legislation did not become 
law and the Department of Defense [DOD], 
the Department of the Interior [DOI], and the 
International Association of Fish and Wildlife 
Agencies have been engaged in ongoing dis
cussions on the details of a reauthorization 
bill. 

I am happy to report that those negotiations 
have now been successful and that the lan
guage contained in my amendment has been 
endorsed by DOD, DOI, and the States. 

The Sikes Act is the law under which land 
under the jurisdiction of the Department of De
fense is managed for fish and wildlife-related 
conservation and recreational purposes. The 
Department of Defense controls nearly 25 mil
lion acres of valuable fish and wildlife habitat 
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at approximately 900 military installations na
tionwide. These lands, equal in size to the 
State of Kentucky, contain a wealth of plant 
and animal life, and provide vital habitat for 
migrating waterfowl and nearly 100 federally 
listed threatened or endangered species. 

Enacted by Congress in 1960, the Sikes Act 
provides a mechanism for cooperative wildlife 
management on these military installations. It 
is time to reauthorize this Act. 

Under the terms of my amendment, which I 
am offering on behalf of Chairman DON 
YOUNG, Chairman JOEL HEFLEY, and me, the 
Sikes Act will be reauthorized for 5 years; inte
grated natural resource management plans 
will be required on all military installations with 
significant fish, wildlife, or natural resources; 
and certain elements are required for those 
plans-including fish and wildlife management, 
wetland protection, and fish and wildlife-ori
ented recreation. The Department of the Inte
rior and the States will have a meaningful role 
in the development of those plans and wildlife
dependent recreation, such as fishing and 
hunting, will be facilitated on all military lands, 
where appropriate. In addition, the Secretary 
of Defense shall submit an annual report to 
the Congress describing the number of inte
grated natural resource management plans in 
effect, the amount of money expended on 
conservation activities, and an assessment on 
whether these plans comply with the act. 

Finally, this amendment will allow the De
partment of Defense to transfer any wildlife 
conservation fees collected at a military instal
lation that has been closed to a DOD facility 
that will remain open in the future. 

Mr. Chairman, I urge the adoption of this 
noncontroversial amendment which will not 
only reauthorize the Sikes Act but will improve 

. its effectiveness. 
Mr. ORTIZ. Mr. Chairman, I rise today to 

register my opposition to the provisions of the 
defense bill inserted by my friend from Ohio 
which would put 10,000 United States troops 
on the United States-Mexico border. 

As a veteran and a former law enforcement 
officer, I understand the unique perspectives 
of those who strive to keep the peace on the 
border, and the views of those in this Con
gress who believe we should put resources 
we already have in a place they are needed. 

However, this is a very bad idea. For 50 
years, the United States spent our money and 
our energy on fighting the war against com
munism and, in 1989, we saw the Berlin Wall 
finally come down. It would be a mistake of 
enormous proportions if we erected our own 
wall along our southern border in the form of 
our military. At a time when Mexico is our 
neighbor, friend, and economic partner, it 
would be folly to station troops who are 
trained to kill on the international border. 

There is a huge difference between law en
forcement officers trained to police the civilian 
population and the military troops who are 
trained to kill the enemy. 

We have a problem with illegal immigrants 
and drugs coming across the border, but the 
answer to that problem is to increase the Bor
der Patrol staff along the border, not reinforce 
it with troops trained to shoot to kill. Already 
there have been two incidents along the bor
der in which the military engaged. As a result, 
one young U.S. citizen has died and the 

Texas Rangers seem to be ready to proceed 
with a murder indictment against the marine 
who fired the shot that killed him. 

The reason I support trade treaties like 
NAFT A and GA TT is that they address the 
economic foundations of this region by ex
panding economic and job opportunities. We 
are better served as a nation if we address 
the economic motivation behind the movement 
of illegal immigrants and drugs as opposed to 
positioning U.S. troops to be our cops. 

The CHAIRMAN. Under the rule, the 
Committee rises. 

Accordingly the Committee rose; and 
the Speaker pro tempore (Mr. WICKER) 
having assumed the chair, Mr. YOUNG 
of Florida, Chairman of the Committee 
of the Whole House on the State of the 
Union, reported that that Committee, 
having had under consideration the bill 
(R.R. 1119) to authorize appropriations 
for fiscal years 1998 and 1999 for mili
tary activities for the Department of 
Defense, to prescribe military per
sonnel strengths for fiscal years 1998 
and 1999, and for other purposes, pursu
ant to House Resolution 169, he re
ported the bill back to the House with 
an amendment adopted by the Com
mittee of the Whole. 

The SPEAKER pro tempore. Under 
the rule, the previous question is or
dered. 

Is a separate vote demanded on any 
amendment to the committee amend
ment in the nature of a substitute 
adopted by the Committee of the 
Whole? 

Mr. DELLUMS. Mr. Speaker, I de
mand a separate vote on amendment 
No . 35 offered by my distinguished col
league from California, Mr. RoHR
ABACHER, relating to the Nunn-Lugar 
cooperative threat reduction funds. 

The SPEAKER pro tempore. Is a sep
arate vote demanded on any other 
amendment? 

If not, the Clerk will redesignate the 
amendment on which a separate vote 
has been demanded. 

The text of the amendment is as fol
lows: 

Amendment: 
At the end of title XI (page 371, after line 

18), insert the following new section: 
SEC. 1112. PROHIBITION ON USE OF FUNDS FOR 

CERTAIN PURPOSES IN CASE OF 
TRANSFER OF MISSILE SYSTEM BY 
RUSSIA 

(a) IN GENERAL.-No fiscal year 1998 Coop
erative Threat Reduction funds may, not
withstanding any other provision of law, be 
obligated or expended to carry out a Cooper
ative Threat Reduction program in · Russia 
after the date on which it is made known to 
the Secretary of Defense that Russia has 
transferred to the People 's Republic of China 
an SS-N- 22 missile system. 

(b) APPLICABILITY.-This section shall 
apply with respect to any transfer by Russia 
of an SS-N-22 missile system to the People's 
Republic of China that occurs on or after the 
date of the enactment of this Act. 

The SPEAKER pro tempore. The 
question is on the amendment. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

Mr. DELLUMS. Mr. Speaker, I object 
to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempore. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify ab
sent Members. 

The vote was taken by electronic de
vice, and there were-yeas 204, nays 
219, not voting li', as follows: 

[Roll No. 235] 

YEAS-204 

Aderholt Fox Nuss le 
Archer Franks (NJ) Packard 
Armey Gallegly Pappas 
Bachus Ganske Parker 
Baker Gekas Paul 
Ballenger Gibbons Paxon 
Barr G111mor Peterson (PA) 
Barrett <NE) Gilman Petri 
Bartlett Goode Pickering 
Bal'ton Goocllatte Pitts 
Bass Goodling Pombo 
Bil bray Goss Portman 
Bilirakis Granger Po shard 
Bliley Greenwood Pryce (OH) 
Blunt Gutknecht Quinn 
Boehner Hall (TX) Radanovich 
Bonilla Hansen Ramstad 
Bono Hayworth Redmond 
Brady Hefley Regula 
Bryant Herger Riggs 
Bunning Hill Riley 
Burr Hilleary Rogan 
Burton Hobson Rogers 
Buyer Hoekstra Rohrabacher 
Callahan Hostettler Ros-Lehtinen 
Calvert Hulshof Roukema 
Camp Hunter Royce 
Campbell Hutchinson Ryun 
Canady Inglis Salmon 
Cannon Is took Sanford 
Castle Jenkins Saxton 
Chabot Johnson, Sam Scarborough 
Chambliss Jones Schaefer, Dan 
Chenoweth Kaptur Schaffer, Bob 
Christensen Kasi ch Sensenbrenner 
Coble Kelly Sessions 
Coburn Kim Shad egg 
Collins Kingston Shaw 
Combest Klug Shimkus 
Condit Knollenberg Shuster 
Cook LaHood Smith (OR) 
Cooksey Largent Smith (TX) 
Costello Latham Smith, Linda 
Cramer LaTourette Snowbarger 
Crapo Lazio Solomon 
Cu bin Leach Souder 
Cunningham Lewis (CAJ Spence 
Danner Lewis (KY) Stearns 
Davis (VA) Lipinski Stump 
Deal Livingston Sununu 
De Lay LoBiondo Talent 
Diaz-Balart Lucas Tauzin 
Dickey Manzullo Taylor (NC) 
Doolittle McColl um Thomas 
Dreier McCrery Thune 
Duncan Mclnnis Tlahrt 
Dunn Mcintyre Traficant 
Ehlers McKeon Upton 
Ehrlich Metcalf Walsh 
Emerson Mica Wamp 
English Miller (FL) Watkins 
Ensign Molinari Watts (OK) 
Everett Moran (KS) Weldon (FL) 
Ewing Myrick Weller 
Fawell Nethercutt Wicker 
Foley Ney Wolf 
Forbes Northup Young (AK) 
Fowler Norwood Young (FL) 

NAYS-219 
Ackerman Bateman Blagojevich 
Allen Becerra Blumenauer 
Andrews Bentsen Boehlert 
Baesler Bereuter Bonior 
Baldacci Berman Borski 
Barcia Berry Boswell 
Barrett (WI) Bishop Boucher 
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Boyd 
Brown (FL) 
Brown (OH) 
Capps 
Cardin 
Carson 
Clay 
Clayton 
Clement 
Clyburn 
Conyers 
Coyne 
Cummings 
Davis (FL) 
Davis (IL) 
De Fazio 
DeGette 
Delahunt 
DeLauro 
Dellums 
Deutsch 
Dicks 
Dingell 
Dixon 
Doggett 
Dooley 
Doyle 
Edwards 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Fazio 
Filner 
Flake 
Foglletta 
Ford 
Frank (MA) 
Frelinghuysen 
Frost 
Furse 
Gejdenson 
Gephardt 
Gilchrest 
Gonzalez 
Gordon 
Graham 
Green 
Gutierrez 
Hall(OH) 
Hamilton 
Harman 
Hastert 
Hastings (FL) 
Hastings (WA) 
Hefner 
Hilliard 
Hinchey 
Hinojosa 
Holden 
Hooley 
Horn 
Houghton 
Hoyer 
Hyde 
Jackson (IL) 

Abercrombie 
Brown (CA) 
Cox 
Crane 

Jackson-Lee 
(TX) 

Jefferson 
John 
Johnson (CT) 
Johnson (WI) 
Johnson , E. B. 
Kanjorski 
Kennedy (MA) 
Kennedy (RI) 
Kennelly 
Kildee 
Kilpatrick 
Kind (WI) 
King (NY) 
Kleczka 
Klink 
Kolbe 
Kucinich 
LaFalce 
Lampson 
Lantos 
Levin 
Lewis (GA) 
Linder 
Lofgren 
Lowey 
Luther 
Maloney (CT) 
Maloney (NY) 
Manton 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McDade 
McDermott 
McGovern 
McHale 
Mcintosh 
McKinney 
McNulty 
Meehan 
Meek 
Menendez 
Millender-

McDonald 
Miller (CA) 
Minge 
Mink 
Moakley 
Mollohan 
Moran (VA) 
Morella 
Murtha 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Oxley 
Pallone 
Pascrell 
Pastor 

Payne 
Pease 
Pelosi 
Peterson (MN) 
Pickett 
Pomeroy 
Porter 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Roemer 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schumer 
Scott 
Serrano 
Shays 
Sherman 
Sisisky 
Skaggs 
Skeen 
Skelton 
Slaughter 
Smith (Ml) 
Smith, Adam 
Snyder 
Spratt 
Stabenow 
Stark 
Stenholm 
Stokes 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
ThOmpson 
Thornberry 
Thw·man 
Tierney 
Torres 
Towns 
Turner 
Velazquez 
Vento 
Visclosky 
Waters 
Watt (NC) 
Waxman 
Weldon (PA) 
Wexler 
Weygand 
White 
Whitfield 
Wise 
Woolsey 
Wynn 

NOT VOTING-11 
Engel 
McHugh 
Nadler 
Neumann 
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Schiff 
Smith (NJ) 
Yates 

Messrs. SCOTT, TOWNS, HASTERT, 
WYNN, and SMITH of Michigan 
changed their vote from "yea" to 
"nay." 

Mr. COSTELLO and Mr. KINGSTON 
changed their vote from "nay" to 
''yea.'' 

So the amendment was rejected. 
The result of the vote was announced 

as above recorded. 
PERSONAL EXPLANATION 

Mr. ENGEL. Mr. Speaker, I was necessarily 
absent during rollcall vote 235. If present, I 
would have voted "no" on rollcall 235. 

PERSONAL EXPLANATION 

Mr. ABERCROMBIE. Mr. Speaker, on 
rollcall No. 235, the Rohrabacher 
amendment, I was unavoidably de
tained at the Arlington National Ceme
tery. Had I been present, I would have 
voted " no." 

D 1100 
The SPEAKER pro tempore (Mr. 

WICKER). The question is on the com
mittee amendment in the nature of a 
substitute, as amended. 

The committee amendment in the 
nature of a substitute, as amended, was 
agreed to. 

The SPEAKER pro tempore. The 
question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 

The SPEAKER pro tempore. The 
question is on passage of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

RECORDED VOTE 

Mr. DELLUMS. Mr. Speaker, I de
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 304, noes 120, 
not voting 10, as fallows: 

Abercrom bie 
Aderholt 
Allen 
Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Ballenger 
Barcia 
Barr 
Barrett (NE) 
Bartlett 
Barton 
Bass 
Bateman 
Bentsen 
Bereuter 
Berry 
Bil bray 
Billrakis 
Bishop 
Blagojevich 
Bliley 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (FL) 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Canady 
Cannon 
Capps 
Castle 

[Roll No. 236] 
AYES-304 

Chabot 
Chambliss 
Chenoweth 
Christensen 
Clement 
Clyburn 
Coble 
Coburn 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Costello 
Cramer 
Crapo 
Cu bin 
Cunningham 
Davis (FL) 
Davis (VA) 
Deal 
DeLauro 
De Lay 
Diaz-Balart 
Dickey 
Dicks 
Dixon 
Dooley 
Doolittle 
Dreier 
Duncan 
Dunn 
Edwards 
Ehrlich 
Emerson 
Ensign 
Etheridge 
Everett 
Ewing 
Fawell 
Flake 
Foley 
Forbes 
Ford 
Fowler 
Fox 
Frelinghuysen 
Frost 

Gallegly 
Gejdenson 
Gekas 
Gibbons 
Gllchrest 
Gillmor 
GU man 
Gonzalez 
Goode 
Good latte 
Goodling 
Gordon 
Goss 
Graham 
Granger 
Green 
Greenwood 
Gutknecht 
Hall(OH) 
Hall (TX) 
Hamilton 
Hansen 
Harman 
Hastert 
Hastings (WA) 
Hayworth 
Hefley 
Hefner 
Herger 
Hill 
Hilleary 
Hinojosa 
Hobson 
Hoekstra 
Holden 
Horn 
Hostettler 
Houghton 
Hoyer 
Hulshof 
Hunter 
Hutchinson 
Hyde 
lnglls 
ls took 
Jefferson 
Jenkins 
John 

Johnson (CT) 
Johnson (WI) 
Johnson, E. B. 
Johnson, Sam 
Jones 
Kaptur 
Kast ch 
Kelly 
Kennedy (RI) 
Kennelly 
Kil dee 
Kim 
King (NY) 
Kingston 
Knollenberg 
Kolbe 
LaHood 
Lampson 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
Lipinski 
Livingston 
Lucas 
Maloney (CT) 
Maloney (NY) 
Manton 
Manzullo 
Mccollum 
McCrery 
McDade 
McHale 
Mcinnis 
Mcintosh 
Mcintyre 
McKeon 
Meehan 
Meek 
Metcalf 
Mica 
Millender-

McDonald 
Miller (FL) 
Mink 
Molinari 
Mollohan 
Moran (KS) 
Murtha 
Myrick 

Ackerman 
Baldacci 
Barrett (WI) 
Becerra 
Berman 
Blumenauer 
Boni or 
Brown (CA) 
Brown (OH) 
Campbell 
Cardin 
Carson 
Clay 
Clayton 
Conyers 
Coyne 
Cummings 
Danner 
Davis (IL) 
DeFazio 
DeGette 
Delahunt 
Dellums 
Deutsch 
Dingell 
Doggett 
Doyle 
Ehlers 
Engel 
English 
Eshoo 
Evans 
Farr 
Fattah 
Fazio 
Filner 
Foglietta 
Frank (MA) 
Franks (NJ) 

Nethercutt 
Ney 
Northup 
Norwood 
Nussle 
Ortiz 
Oxley 
Packard 
Pallone 
Pappas 
Parker 
Pascrell 
Pastor 
Paxon 
Pease 
Peterson (MN) 
Peterson (PA) 
Pickering 
Pickett 
Pitts 
Pombo 
Pomeroy 
Porter 
Portman 
Poshard 
Price (NC) 
Pryce (OH) 
Quinn 
Redmond 
Regula 
Reyes 
Riggs 
Riley 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Rothman 
Roukema 
Ryun 
Salmon 
Sanchez 
Sandlin 
Sanford 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Scott 
Sessions 
Shad egg 
Shaw 
Sherman 
Shimkus 

NOES- 120 
Furse 
Ga.nske 
Gephardt 
Gutierrez 
Hastings (FL) 
Hilliard 
Hinchey 
Hooley 
Jackson (IL) 
Jackson-Lee 

(TX) 
Kanjorskl 
Kennedy (MA) 
Kilpatrick 
Kind (WI) 
Kleczka 
Klink 
Klug 
Kucinich 
LaFalce 
Lantos 
Levin 
Lewis (GA) 
Lo Biondo 
Lofgren 
Luther 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McDermott 
McGovern 
McKinney 
McNulty 
Menendez 
Miller (CA) 
Minge 
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Shuster 
Sisisky 
Skeen 
Skelton 
Slaughter 
Smith (Ml) 
Smith (OR) 
Smith (TX) 
Smith, Adam 
Smith, Linda 
Snowbarger 
Snyder 
Solomon 
Souder 
Spence 
Spratt 
Stearns 
Stenholm 
Stump 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Thomas 
Thompson 
Thornberry 
Thune 
'l'hurman 
Tiahrt 
Tierney 
Torres 
Traficant 
Turner 
Upton 
Visclosky 
Walsh 
Wamp 
Watkins 
Watts (OK) 
Weldon (FL) 
Weldon (PA) 
Weller 
Weygand 
White 
Whitfield 
Wicker 
Wise 
Wolf 
Young (AK) 
Young (FL) 

Moakley 
Moran (VA) 
Morella 
Neal 
Oberstar 
Obey 
Olver 
Owens 
Paul 
Payne 
Pelosi 
Petri 
Rahall 
Ramstad 
Rangel 
Rivers 
Rodriguez 
Roemer 
Roybal-Allard 
Royce 
Rush 
Sabo 
Sanders 
Sawyer 
Schumer 
Sensenbrenner 
Serrano 
Shays 
Skaggs 
Stabenow 
Stark 
Stokes 
Strickland 
Stupak 
Towns 
Velazquez 
Vento 
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Waters 
Watt (NO) 

Waxman 
Wexler 

Woolsey 
Wynn 

NOT VOTING-10 
Cox 
Crane 
Lowey 
McHugh 

Nadler 
Neumann 
Radanovich 
Schiff 

D 1116 

Smith (NJ) 
Yates 

The Clerk announced the following 
pair: On this vote: 

Radanovich of California for, with Mr. 
Yates of Illinois, against. 

Ms. STABENOW and Mr. MARTINEZ 
changed their vote from "aye" to " no. " 

Mr. FORD changed his vote from 
"no" to "aye." 

So the bill was passed. 
The result of the vote was announced 

as above recorded. 
The title of the bill was amended so 

as to read: "A bill to authorize appro
priations for fiscal year 1998 for mili
tary activities of the Department of 
Defense, for military construction, and 
for defense activities of the Depart
ment of Energy, to prescribe personnel 
strengths for such fiscal year for the 
Armed Forces, and for other pur
poses.". 

A motiori to reconsider was laid on 
the table. 

PERSONAL EXPLANATION 
Mr. RADANOVICH. Mr. Speaker, with re

gard to the vote on final passage for H.R. 
1119, the Defense Authorization Act, I was un
avoidably detained. I support of H.R. 1119. 
This bill safeguards that our military will con
tinue to defend the Nation's vital interests. 
H.R. 1119 ensures that the American military 
will be ready for the 21st century battlefield. In 
particular, it adds $2.6 billion to the Presi
dent's deficient budget request, making for a 
total of approximately $268.2 billion. The bill is 
robust in terms of offering a balanced re
search and development program that will in
clude advanced technologies and improved 
capabilities. Mr. Speaker, I support my col
leagues who voted in favor of H.R. 1119. 

GENERAL LEA VE 
Mr. SPENCE. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5 legislative days in which to 
revise and extend their remarks and in
clude extraneous material on the bill 
just passed. 

The SPEAKER pro tempore (Mr. 
WICKER). Is there objection to the re
quest of the gentleman from South 
Carolina? 

There was no objection. 

AUTHORIZING THE CLERK TO 
MAKE CORRECTIONS IN EN
GROSSMENT OF H.R. 1119, NA
TIONAL DEFENSE AUTHORIZA
TION ACT FOR FISCAL YEAR 1998 
Mr. SPENCE. Mr. Speaker, I ask 

unanimous that in the engrossment of 
the bill, H.R. 1119, the Clerk be author-

ized to correct section numbers, punc
tuation, cross references, and the table 
of contents and to make such other 
technical and conforming changes as 
may be necessary to reflect the actions 
of the House in amending the bill, H.R. 
1119, and to make the following correc
tions: On page 492, line 19, of the print
ed bill , strike "2,000,000" and insert 
" 2,000 millions" . 

In the section added by the amend
ment designated as amendment No. 25 
in part 2 of House Report 105-137, strike 
"63695N" and insert "63795N" . 

The SPEAKER pro tempore. The 
Clerk will report the corrections. 

The Clerk read as follows: 
(A) On page 492, line 19, of the printed bill, 

strike " 2,000,000" and insert " 2,000 millions" . 
(B) In the section added by the amendment 

as amendment #25 in part 2 of House Report 
105-137, strike "63695N" and insert "63795N". 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from South Carolina? 

There was no objection. 

REGARDING COST OF 
GOVERNMENT DAY 

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 102. 

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 Texas (Mr. SES
SIONS) that the House· suspend the rules 
and agree to the concurrent resolution, 
House Concurrent Resolution 102, on 
which the yeas and nays were ordered. 

The vote was taken by electronic de
vice, and there were-yeas 386, nays 20, 
answered "present" 13, not voting 15, 
as follows: 

Abercrombie. 
Ackerman 
Aderholt 
Allen 

. Andrews 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Baldacci 
Ballenger 
Barcia 
Bafr 
Barrett (NE) 
Barrett (WI) 
Bartlett 
Bass 
Bateman 
Bentsen 
Bereuter 
Berman 
Berry 
Bil bray 
Bilirakis 
Bishop 
Blagojevich 
Bli ley 
Blumenauer 
Blunt 

[Roll No. 237) 
YEAS-386 

Boehlert 
Boehner 
Bonilla 
Bono 
Borski 
Boswell 
Boucher 
Boyd 
Brady 
Brown (CA) 
Brown (OH) 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Capps 
Cardin 
Castle 
Chabot 
Cb am bliss 
Obenoweth 
Christensen 
Olay 

Clement 
Clyburn 
Coble 
Coburn 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Costello 
Cramer 
Crane 
Crapo 
Cu bin 
Cummings 
Cunningham 
Danner 
Davis (FL) 
Davis (IL) 
Davis (VA> 
Deal 
De Fazio 
DeGette 
DeLauro 
DeLay 
Deutsch 
Diaz-Bal art 
Dickey 
Dicks 
Dingell 

Dixon 
Doggett 
Dooley 
Doolittle 
Doyle 
Dreier 
Duncan 
Edwards 
Ehlers 
Ehrlich 
Emerson 
Engel 
English 
Ensign 
Eshoo 
Etheridge 
Evans 
Everett 
Ewing 
Farr 
Fattah 
Fawell 
Filner 
Foglietta 
Foley 
Forbes 
Ford 
Fowler 
Fox 
Frank (MA) 
Franks (NJ) 
Frelingbuysen 
Frost 
Gallegly 
Ganske 
Gejdenson 
Gekas 
Gephardt 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Gonzalez 
Goode 
Goodlatte 
Goodling 
Gordon 
Goss 
Graham 
Granger 
Green 
Greenwood 
Gutierrez 
Gutknecht 
Ha ll (OH) 
Hall (TX) 
Hamilton 
Hansen 
Harman 
Hastertl 
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 , Sam 
Jones 
Kasi ch 
Kelly 
Kennedy (MA) 
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Kennedy (RI) Porter 
Kennelly Portman 
Kildee Poshard 
Kilpatrick Price (NO) 
Kim Pryce (OH) 
Kind (WI) Quinn 
King (NY) Radanovich 
Kingston Rahall 
Kleczka Ramstad 
Klink Rangel 
Klug Redmond 
Knollenberg Regula 
Kolbe Reyes 
Kucinich Rigg·s 
LaFalce Riley 
LaHood Rivers 
Lampson Rodriguez 
Lantos Roemer 
Largent Rogan 
Latham Rogers 
LaTourette Rohrabacher 
Lazio Ros-Lehtinen 
Leach Rothman 
Levin Roukema 
Lewis (CA) Royce 
Lewis (KY) Rush 
Linde1· Ryun 
Lipinski Sabo 
Livingston Salmon 
LoBiondo Sanchez 
Lucas Sanders 
Luther Sandlin 
Maloney (OT) Sanford 
Maloney <NY> Sawyer 
Manton Saxton 
Manzullo Scarborough 
Markey Schaefer, Dan 
Martinez Schaffer, Bob 
Mascara Schumer 
Matsui Sensenbrenner 
McCarthy (MO) Sessions 
McCarthy (NY) Shad egg 
McColl um Shaw 
McCrery Shays 
McDade Sherman 
McGovern Shimkus 
McHale Shuster 
Mclnnis Sisisky 
Mcintosh Skaggs 
Mcintyre Skeen 
McKean Skelton 
McKinney Slaughter 
McNulty Smith (Ml) 
Meehan Smith (OR> 
Meek Smith (TX) 
Menendez Smith, Adam 
Metcalf Smith, Linda 
Mica Snowbarger 
Millender- Snyder 

McDonald Solomon 
Miller (FL) Souder 
Minge Spence 
Mink Spratt 
Moakley Stabenow 
Molinari Stearns 
Moran (KS) Stenholm 
Moran (VA) Strickland 
Morella Stump 
Myrick Stupak 
Neal Sununu 
Nethercutt Talent 
Ney Tanner 
Northup Tauscher 
Norwood Tauzin 
Nussle Taylor (MS) 
Oberstar Taylor (NO) 
Olver Thomas 
Ortiz Thompson 
Oxley Thornberry 
Packard Thune 
Pallone Thurman 
Pappas Tiahrt 
Parker Traficant 
Pascrell Turner 
Pastor Upton 
Paul Vento 
Paxon Visclosky 
Pease Walsh 
Peterson (MN) Wamp 
Peterson (PA) Watkins 
Petri Watt (NC> 
Pickering Watts (OK) 
Pickett Weldon (FL) 
Pitts Weldon (PA) 
Pombo Weller 
Pomeroy Wexler 
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Weygand 
White 
Whitfield 
Wicker 

Boni or 
Clayton 
Conyers 
Coyne 
Dellums 
Jackson (IL) 
Kanjorski 

Wise 
Wolf 
Woolsey 
Wynn 

NAYS-20 
McDermott 
Miller (CA) 
Mollohan 
Murtha 
Payne 
Roybal-Allard 
Scott 

Young (AK) 
Young (FL) 

Serrano 
Stark 
Tierney 
Towns 
Velazquez 
Waters 

ANSWERED " PRESENT"-13 
Becerra 
Brown (FL) 
Carson 
Flake 
Furse 

Barton 
Cox 
Delahunt 
Dunn 
Fazio 

Hastings (FL) 
Johnson, E. B. 
Kaptur 
Lewis (GA) 
Lofgren 

Owens 
Pelosi 
Torres 

NOT VOTING- 15 
Lowey 
McHugh 
Nadler 
Neumann 
Obey 

D 1137 

Schiff 
Smith (NJ) 
Stokes 
Waxman 
Yates 

Mr. JACKSON of Illinois changed his 
vote from " yea" to" nay." 

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 . 

PERSONAL EXPLANATION 

Mr. NADLER. Mr. Speaker, earlier 
today I was unavoidably out of the 
Chamber when a couple of rollcall 
votes were taken. Had I been present, I 
would have voted "no" on rollcall 235, 
"no" on rollcall 236 and "no" on roll
call 237. 

PROVIDING FOR CONSIDERATION 
OF R.R. 2015, BALANCED BUDGET 
ACT OF 1997, AND R.R. 2014, TAX
PAYER RELIEF ACT OF 1997 
Mr. SOLOMON. Mr. Speaker, by di

rection of the Committee on Rules, I 
call up House Resolution 174 and ask 
for its immediate consideration. 

The Clerk read the resolution, as fol
lows: 

H. RES. 174 
Resolved, That upon the adoption of this 

resolution it shall be in order without inter
vention of any point of order to consider in 
the House the bill (H.R. 2015) to provide for 
reconciliation pursuant to subsections (b)(l) 
and (c) of section 105 of the concurrent reso
lution on the budget for fiscal year 1998. The 
bill shall be considered as read for amend
ment. The amendment printed in the Con
gressional Record and numbered 1 pursuant 
to clause 6 of rule XXIII shall be considered 
as adopted. All points of order against provi
sions in the bill, as amended, are waived. The 
previous question· shall be considered as or
dered on the bill, as amended, to final pas
sage without intervening motion except: (1) 
three hours of debate equally divided and 
controlled by the chairman and ranking mi
nority member of the Committee on the 
Budget; and (2) one motion to recommit with 
or without instructions. 

SEC. 2. At any time after the adoption of 
this resolution the Speaker may, pursuant 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 consider
ation of the bill (H.R. 2014) to provide for rec
onciliation pursuant to subsections (b)(2) and 
(d) of section 105 of the concurrent resolution 
on the budget for fiscal year 1998. The first 
reading of the b111 shall be dispensed with. 
All points of order against consideration of 
the bill and against provisions in the b111, as 
amended by this resolution, are waived. Gen
eral debate shall be confined to the bill and 
shall not exceed three hours equally divided 
and con trolled by the chairman and ranking 
minority member of the Committee on the 
Ways and Means. After general debate the 
bill shall be considered for amendment under 
the five-minute rule. The amendment print
ed in the Congressional Record and num
bered 2 pursuant to clause 6 of rule XXIII 
shall be considered as adopted in the House 
and in the Committee of the Whole. The bill, 
as amended, shall be considered as the origi
nal bill for the purpose of further amend
ment and shall be considered as read. No 
other amendment shall be in order except 
the further amendment printed in the Con
gressional Record and numbered 1 pursuant 
to clause 6 of rule XXIII, which may be of
fered only by Representative Rangel of New 
York or his designee , shall be considered as 
read, shall be debatable for one hour equally 
divided and controlled by the proponent and 
an opponent, shall not be subject to amend
ment, and shall not be subject to a demand 
for division of the question in the House or 
in the Committee of the Whole. All points of 
order against that amendment are waived. 
At the conclusion of consideration of the 
bill, as amended, for amendment the Com
mittee shall rise and report the bill, · as 
amended, to the House with such further 
amendment as may have been adopted. The 
previous question shall be considered as or
dered on the bill, as amended, and any fur
ther amendments thereto to final passage 
without intervening motion except one mo
tion to recommit with or without instruc
tions. 

The SPEAKER pro tempore (Mr. 
COMBEST). The gentleman from New 
York [Mr. SOLOMON] is recognized for 1 
hour. 

Mr. SOLOMON. Mr. Speaker, for the 
purposes of debate only, I yield 30 min
utes to the gentleman from Massachu
setts [Mr. MOAKLEY], pending which I 
yield myself such time as I may con
sume. During consideration of the reso
lution, all time yielded is for the pur
poses of debate only. 

Mr. Speaker, House Resolution 174 is 
the customary structured rule for the 
consideration of a budget reconcili
ation bill. In this case, the rule pro
vides for the consideration of reconcili
ation legislation in two parts, which 
reflects the bipartisan budget agree
ment reached between Congress and 
the White House on May 2, 1997. 

Mr. Speaker, this rule first waives all 
points of order against the consider
ation of the legislation, the Balanced 
Budget Act. The rule provides 3 hours 
of debate on the entitlement reform 
bill, equally divided and controlled by 
the chairman and ranking member of 
the Committee on the Budget. 

The rule also considers the amend
ment printed in the CONGRESSIONAL 

RECORD and numbered 1 as adopted 
upon the adoption of this rule. This 
amendment by the gentleman from 
Ohio [Mr. KASICH] reflects hours of ne
gotiations between Democrats and Re
publicans and between the White House 
and this Congress, both bodies of this 
Congress. 

This amendment attempts to resolve 
many of the outstanding issues related 
to our bipartisan efforts to reform the 
Nation's out-of-control entitlement 
spending. And we all know that it is to
tally out of control. 

The rule further waives all points of 
order against the provisions of the bill 
as amended by the rule. After the con
clusion of the 3 hours of debate, the 
rule provides for one motion to recom
mit, with or without instructions. 

Yesterday, we informed the minority 
members of the Committee on Rules 
that we were prepared to grant a rule 
allowing one Democrat substitute to be 
offered by the minority leader or his 
designee. However, we were informed 
yesterday that such a substitute would 
not be offered, even though we were 
willing to make that amendment in 
order. 

D 1145 
In addition, section 2 of the rule pro

vides for consideration of the second 
part of this reconciliation product, the 
Taxpayer Relief Act. The rule waives 
all points of order against consider
ation of this bill and against its provi
sions as amended by the rule. The rule 
further provides another 3 hours of 
general debate on this tax cutting 
measure, equally divided and con
trolled by the chairman and the rank
ing member of the Committee on Ways 
and Means. The rule also considers the 
amendment printed in the CONGRES
SIONAL RECORD and numbered 2 as 
adopted in the House and in the Com
mittee of the Whole. This amendment, 
drafted by the gentleman from Texas 
[Mr. ARCHER] , reflects further negotia
tions between the various interested 
parties involved in the implementation 
of the tax portion of this bipartisan 
agreement with the White House. 

Furthermore, the rule provides for 
the consideration of a substitute 
amendment printed in the CONGRES
SIONAL RECORD and numbered 1 only if 
offered by the gentleman from New 
York [Mr. RANGEL] or his designee. 

Mr. Speaker, this amendment is de
batable for 1 hour equally divided and 
controlled by the proponent and an op
ponent, and is not subject to amend
ment or to a demand for a division of 
the question in the House or in the 
Committee of the Whole and all points 
of order are waived against the amend
ment. This amendment, offered by the 
gentleman from New York [Mr. RAN
GEL], the ranking Democrat on the 
Committee on Ways and Means, rep
resents the minority substitute to the 
tax bill. 
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Finally, the rule provides for one mo

tion to recommit, with or without in
structions. 

Mr. Speaker, after hearing testimony 
up in the Committee on Rules yester
day for more than 5 hours and from 
more than 40 witnesses, the Committee 
on Rules has produced a rule that is 
very similar to that used on reconcili
ation bills going all the way back to 
the 96th Congress, over two decades. 
Furthermore, after consultation with 
the minority and our committee, we 
actually extended the total debate 
time on the two bills from 5 hours to 7 
hours. We have made every effort to 
make this a bipartisan rule to consider 
this bipartisan balanced budget agree
ment. I would urge all my colleagues to 
support it. 

Mr. Speaker, as to the contents of 
these bills, I can sum up their signifi
cance in two short statements: 

First, the first balanced budget in 30 
years. Second, the first major tax cut 
in 16 years. 

While these two bills before us con
tain a variety of provisions, I want to 
focus on one in particular. In intro
ducing his tax cut plan to the Amer
ican people back in 1962, then President 
John F. Kennedy stated: 

Prosperity is the real way to balance the 
budget. By lowering taxes, by increasing jobs 
and incomes, we can expand tax revenues 
and finally bring our budget into balance. 

President Kennedy was right then 
and the bill before us today represents 
those truths. 

Mr. Speaker, over the past two dec
ades, this Congress has held this same 
debate over and over and over again. 
How can we reduce the tax burden, re
duce the deficit and balance the budget 
at the same time? Today's budget 
agreement is quite a different approach 
than has been tried in previous budget 
agreements. For instance, in 1990, Con
gress and the President, and at that 
time the President was George Bush, 
negotiated. a bipartisan budget agree
ment in an effort to reduce the deficit 
only to result in a $100 billion tax in
crease and an unbalanced budget. That 
is what happened under a Republican 

Congress and year 

96th (1980) 

97th (1981) ············ ············· 

98th (1983) 

98th (1984) 

99th (1985) 

99th (1986) ... 

lOOth (1987) 

lOlst (1989) 

lOlst (1990) 

103d (1993) 

104th (1995) .. 

H.R. 7765 

H.R. 3982 

H.R. 4169 

H.R. 5394 . 

H.R. 3500 . 

Bill No. 

H.R. 5300 ......... . 

H.R. 3545 

H.R. 3299 

H.R. 5835 

H.R. 2264 

H.R. 2491 

President and a Democrat Congress 
back in 1990. 

Three years later, in 1993, the Presi
dent, that is Bill Clinton, and congres
sional Democrats, who were in control 
of this place at that time, gathered to
gether and negotiated another budget 
deal to reduce the deficit. This time 
the result was a $200 billion tax in
crease, the largest tax increase in the 
history of this Nation, and still no bal
anced budget. 

A year later, in 1994, the American 
people called on their government to 
try a new approach, to take a new look 
at an old approach used in previous 
decades under Presidents such as John 
F. Kennedy and Ronald Reagan. At the 
very beginning of the 104th Congress, 
the new Republican majority, in full 
agreement with President John F. Ken
nedy's assertion back in 1962, sought to 
provide the American . family with 
meaningful tax cuts and a balanced 
budget. We are all very familiar with 
the extensive debates over tax relief in 
the past Congress. Despite all the talk, 
the American family still remains 
overtaxed and overburdened by its Gov
ernment. That is this Government that 
we stand in here today. 

Some of my colleagues may chuckle 
a little over this statement, exclaiming 
there goes JERRY SOLOMON again with 
his Reaganomics outlook on the world, 
but it is a fact that in the past 16 
years, this Congress has raised our Na
tion's taxes over 5 times and by hun
dreds of billions of dollars. We have not 
cut taxes, we have raised taxes right 
here in this body. As a result, it is no 
exaggeration for me to say that the 
American family pays a much higher 
percentage of its hard-earned income 
in taxes right now today than at any 
time in recent history. 

Today we have before us a budget bill 
that represents the first major tax cut 
in 16 years. Mr. Speaker, it is major. 
While we have had much larger tax re
lief packages before this House over 
the past few years, the probability that 
this tax relief bill will receive bipar
tisan support and be signed into law is 
much, much higher than those pre-

HOUSE RECONCILIATION RULES 1980- 1996 

Rule No. 

viously before us and that should be 
recognized here today. This is going to 
become law. 

Furthermore, contrary to what we 
are going to hear from the other side 
today, from some Members of the other 
side because many Members on the 
Democrat side are going to support 
this measure, the majority of this tax 
relief, 72 percent of it, will go to mid
dle-income wage-earning families mak
ing between $20,000 and $70,000. This 
will better enable all of America's fam
ilies to care for their children and their 
communities and represents a good 
first step in rolling back the high level 
of the Government's financial inter
ference in the lives of these hard
working families. 

Finally, Mr. Speaker, it should be 
noted that these two bills before us 
today actually carry changes in the un
der lying laws that deliver the tax cuts 
and the spending cuts. This is very, 
very important, especially to some of 
the younger Members because in years 
past we have adopted budgets that put 
us on a glide path to a balanced budget, 
but when it came to making the hard 
votes, we did not do it, we abandoned 
it, and that is why the deficits contin
ued. It is easy to vote for legislation 
that actually calls for these cuts to be 
done as we did in the budg·et agree
ment, and everybody sent out their 
press releases on it. It is quite some
thing different to actually vote for 
these cuts. I urge all of the Members 
here today to support these bills and 
then follow through on the 13 appro
priation bills that will follow, because 
that is where it is going to count. 

Members have my pledge that I am 
going to vote for every one of these 
cuts represented in this agreement 
with the Republicans and Democrats in 
this House , with the Senate, and with 
the President. These are the kind of 
bills that actually make a difference. I 
applaud all of my colleag·ues on both 
sides of the aisle. 

Mr. Speaker, I include the following 
extraneous material for the RECORD: 

Terms of rule 

H. Res. 776 . 

H. Res. 169 

H. Res. 344 

H. Res. 483 

10-hours general debate {I-hr. ea. To 8 comms., 2-hrs. Ways and Means); 4 amendments allowed; (1) Budget 
Comm.; (2) Strike subtitle; (3) Rep. Vanik (0); (4) Rep. Bauman (R); one motion to recommit. 

H. Res. 296 ......................... .. . 

H. Res. 558 

H. Res. 2961298 

H. Res. 2451249 .................... . 

H. Res. 509 

H. Res. 186 

H. Res. 245 

8-hrs. General debate, comms. of juris.; amendment in the nature of substitute by chairman of Budget Comm.; 6 
amendments by Rep. Latta; I-hr.; one motion to recommit. 

I-hr. gen. debate, Budget Comm.; amendment in nature of substitute made in I amendment by chmn. Budget 
Comm.; one motion to recommit, with or without instructions. 

6-hrs. gen. debate, Budget Comm.; (1) amend. by W&M Comm., 1-hr; (2) amend. by Rep. Pepper, 30-mins.; one 
motion to recommit. 

4-hrs. gen. debate, Budget Comm.; self-execute amend.; (1) Rep. Fazio, 30-mins.; Rep. Latta , I-hr.; (3) Rep. 
Florio, 30-mins; one motion to recommit . 

3-hrs. gen. debate, Budget Comm.; self-execute amend.; (1) Rep. Rodino, 30-mins.; (2) Rep. Rodino, 30-mins.; (3) 
Rep. Wylie, 3-mins.; one motion to recommit without instructions. 

3-hrs. gen. debate, Budget Comm.; self-execute amend.; (I) Rep Michel, I -hr.; one motion to recommit without 
instructions. 

6-hrs. gen. debate, Budget Comm.; self-execute amend.; 10 amendments (0- 7; R- 3), debate from 30-mins. to 2-
hrs. ea. (varies by amendment); one motion to recommit. 

3-hrs. gen. debate, Budget Comm.; self-execute amends.; (1) Rep. Rostenkowski, I -hr.; one motion to recommit 
without instructions. 

2-hrs. gen. debate; self-execute amend. (54 page); (1) Rep. Kasich substitute, (290 pages), I -hr.; one motion to 
recommit without instructions. 

3-hrs. gen. debate (via . u.c. request) ; an additional 3-hrs. gen. debate, Budget Committee; self execute amend
ment in the nature of a substitute; I substitute amendment if offered by the Minority Leader or his designee, 
debatable for I hour; one motion to recommit which may contain instructions if offered by the Minority Leader 
or his designee. 
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Congress and year Bill No. 

104th (1996) ...... H.R. 3734 . 

REPORT LAYOVER PERIOD FOR RECONCILIATION BILLS, 
1980-1996 

~~r~rt Bill con- Layover 
Congress and year Bill no. sidered period 

(days) 

96th (1980) ............ H.R. 7765 .. .... 7121180 9/4/80 45 
97th (1981) ............ H.R. 3982 ........ 6/19/81 6/25/81 6 
98th (1983) ............ H.R. 4169 ........ 10/20/83 10/25/83 5 
98th (1984) ............ H.R. 5394 ........ (l) 4/12/84 NA 
99th (1985) ............ H.R. 3500 ..... .. 10/3/85 10/23/85 20 
991h (1986) .......... H.R. 5300 ........ 7131186 8124186 24 
!Ooth (1987) ........ H.R. 3545 ........ 10/26/85 10/29/85 3 
lOlst (1989) ......... H.R. 3299 ........ 9/20/B9 9/26/89 6 
lOlsl (1990) ... ..... H.R. 5835 . ...... 10/15/90 10/16/90 l 
103rd (1993) ...... H.R. 2264 ....... 5/25/93 5127193 2 
104th (1995) . H.R. 2491 ........ 10/17/95 10/25195 8 
l04th (1996) . ....... H.R. 3734 ....... 6/27/96 7/17/96 10 

1 Not reported. 
Notes: The dales of bill consideration is the first day of consideration and 

is based on the date on which the rule was adopted. The layover period is 
based on the assumption that the report was available to Members on the 
first day after the report was filed (which may not always have been the 
case). Under clause 20)(6) of rule XI , it is in order to consider a bill on the 
third day the report is available to Members. All reconciliation rules, how
ever, have routinely waived all points of order against consideration of the 
bill, even if the three-day availability requirement was complied with. 

Sources: House Calendars. 

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

Mr. MOAKLEY. Mr. Speaker, I thank 
the gentleman from New York [Mr. 
SOLOMON], the chairman of the Com
mittee on Rules, for yielding me the 
customary half-hour, and I yield my
self such time as I may consume. 

Mr. Speaker, the reconciliation bills 
we are considering this week show very 
clearly the difference between Demo
crats and Republicans. To put it sim
ply, on one hand, my Republican col
leagues want to help people who make 
enormous amounts of money and in
herit more money on top of that. On 
the other hand, Mr. Speaker, my 
Democratic colleagues and I want to 
help middle-class working families and 
small business owners. 

When these bills come up for votes, 
we can take our pick. I think the 
choice is obvious. More than half the 
tax cuts in the Republican tax bill are 
for people making over $250,000 a year. 
Three-quarters of the tax cuts in the 
Democratic alternative are for people 
making less than $58,000 a year. 

The Republican tax bill helps only 
richer families send their kids to col
lege. The Democratic alternative gives 
a full $1,500 tax credit for college stu
dents. The Republican tax bill takes 
the $500 per child credit away from low
income working· families. The Demo
cratic alternative makes sure that 
every low- and middle-income working 
family gets the $500 per child tax cred
it. 

The Republican tax bill, Mr. Speaker, 
gives huge tax breaks to rich people 
who sell stocks and bonds. The Demo
cratic alternative gives tax breaks to 
the middle-class people who sell homes, 
who sell their farms or small busi
nesses. 

The Republican bill also marks a se
rious departure from the budget agree-

Rule No. Terms of rule 

H. Res. 482 ............. 2-hrs. gen. debate, Budget Comm .; self execute amendment in nature of substitute; 1 amendment if offered by 
the chairman of the Budget Committee or his designee, debatable for 20 minutes.; one motion to recommit, 
with or without instructions. 

ment. My Republican colleagues did 
not keep their word to provide the edu
cation tax credits they promised or to 
preserve the rights of legal immigrants 
that they also promised. The Repub
lican r econciliation bill hands the rich
est 1 percent an additional $27,000 each, 
while it takes $63 away from each fam
ily in the bottom 20 percent. 

Mr. Speaker, the Republican bill will 
mean serious trouble to our teaching 
hospitals. The Boston teaching hos
pitals alone will lose more than $700 
million over a 5-year budget period. 

Mr. Speaker, I do not know if our 
teaching hospitals can survive this 
kind of cut. They have already made 
huge changes, drastic changes, under
gone complicated mergers and cut 
costs to save money, but the fact re
mains that last year Boston Medical 
Center saw 58,000 patients for nothing, 
58,000 patients for free. Yet today my 
Republican colleagues are asking hos
pitals to make do with even less, and it 
is the same for teaching hospitals all 
over the country. 

Mr. Speaker, the United States is 
lucky to have the best hospitals, the 
best medical care in the entire world. 
Take it from me, personally, I know 
this. 

Mr. Speaker, I believe we should be 
doing all we can to keep American 
heal th care not only the best in the 
world but also keep it accessible to ev
eryone. This bill does not do that. 

In the Committee on Rules last 
night, my Republican colleagues re
jected an amendment offered by the 
g·entleman from Massachusetts [Mr. 
KENNEDY] to change the funding for 
children's health insurance so the 
States with children's health care laws 
already on the books like Massachu
setts, like New York, like Florida are 
not penalized. 

Mr. Speaker, I urge my colleagues to 
join me in defeating the previous ques
tion to make in order 22 amendments 
that were rejected in the Committee on 
Rules last night, including the Barton
Minge amendment on enforcing the 
budget agreement and the Taylor 
amendment to let veterans keep their 
veterans health care regardless of how 
old they are. I want to add, Mr. Speak
er, that this veterans health issue has 
been cosponsored by nine of my col
leagues on the Committee on Rules. 

I urge my colleagues to defeat the 
previous question. 

Mr. Speak er, I reserve the balance of 
my time. 

Mr. SOLOMON. Mr. Speaker, I yield 
myself such time as I may consume, 
briefly to just repeat my favorite 
hero's line, "Well, here we go again," 
talking about the rich. 

In the Hudson Valley where I live, it 
is about 200 miles long and 50 miles 
wide and has the Catskill Mountains on 
one end and the Adirondack Mountains 
on the other and a valley in between, 
there are very few rich people there. 
They are all hard-working people. They 
have worked all their lives. They have 
saved a little bit even under hard 
times. 

Let me just give my colleagues one 
example, a couple I know that worked 
for Sears Roebuck. They worked for 
Sears Roebuck, both of them together, 
for 38 years. Sears Roebuck does not 
pay the highest salaries but they have 
a pretty good little pension plan and 
have a great stock option plan for peo
ple that work for them. For these 38 
years, this couple has been taking ad
vantage of those options, living with a 
wage scale much lower than their 
peers, .but they managed to save the 
money and buy that stock and they 
have had it now for 35, 40 years. Do my 
colleagues know what that stock is 
worth today? 
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It is a nest egg that they can now re

tire on. They can, if they want to, 
move out of the cold north country 
where I live, and they can move to 
Florida, and they can buy themselves a 
little home, and they can live pretty 
decently for the rest of their lives. 

Now my good friend the gentleman 
from Massachusetts [Mr. MOAKLEY] 
thinks those people are rich because 
they are going to take advantage of the 
capital gains tax cut. Well, I do not 
think that is rich at all. Those people 
have incomes of way under $70,000 com
bined, and they are going to be able to 
take advantage of this capital gains 
tax cut. 

I also represent in that valley hun
dreds and hundreds of farmers; most of 
them are dairy farmers; and those peo
ple over the years have gotten up at 4 
o'clock in the morning when it was 30 
below zero. 

I did a piece on public television last 
year in which we brought public tele
vision up there, and they saw these 
people out there at 5 o'clock in the 
morning milking these cows when it 
was 31 below zero. And, as my col
leagues know, those people have paid 
the taxes on that farm , on those sev
eral hundred acres of land, and sure 
they are land rich, but they are cash 
poor. And now, if they pass away and 
their sons or daughters have worked on 
that same farm for all the time they 
were growing up, when they were 4, 5, 
and 6-years-old up to maybe 20 or 25, 
and now when they die the Federal 
Government is going to make them sell 
that land to pay the estate tax. 
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Mr. Speaker, that just is not right. 

As my colleagues know, they paid 
taxes on that land, they paid the in
come taxes all those years, and now 
they are going to be penalized and they 
cannot keep that farm in the family. It 
is happening all over Texas, it is hap
pening all over America, but especially 
up in the north country where I live 
where it is doggone tough to make a 
living especially in the winter time. 

So let us have enough of this rich 
talk, and let us get on to give meaning
ful tax cuts to all of the American peo
ple. That is what America is all about. 

Mr. Speaker, having said that, I yield 
such time as he may consume to the 
gentleman from Florida [Mr. Goss] one 
of those northerners that moved to 
Florida many years ago. He is the 
chairman of the Permanent Select 
Committee on Intelligence, but he is 
also a very valuable member of the 
Committee on Rules, and I yield to him 
to get some of his sage advice. 

Mr. GOSS. Mr. Speaker, I thank the 
distinguished gentleman from New 
York [Mr. SOLOMON] for yielding this 
time to me, and I obviously rise in 
strong support of this fair and I think 
very appropriate rule for what we are 
about, which permits consideration of 2 
important measures, the Balanced 
Budget Act and the Taxpayer Relief 
Act, in fact probably one of the most 
important things we will do in this ses
sion of Congress. 

Today, we take another major step 
toward the first balanced budget in 
over a generation, as the gentleman 
from New York [Mr. SOLOMON] said, 
and the first actual relief for American 
taxpayers in almost a generation. De
spite this indisputable progress, we 
continue to hear this same tired rhet
oric, we have already heard it , this 
class warfare from the def enders of the 
status quo. As usual they claim they 
have a study or they will get one that 
proves that the majority of the tax 
cuts are going to go to the, quote , rich. 
Of course, they define rich to suit their 
own purpose. 

Mr. Speaker, if someone earns $40,000 
a year, the big Government crowd is 
going to consider them rich, and this is 
how they are going to do it: artificially 
inflate their income through the addi
tion of their future pension as well as 
the potential rental value of their 
home. I am sure this is going to be 
news to thousands of new-found rich 
people in my district, and I imagine 
they are going to be a little shocked by 
it, as the rest of America will be as 
they discover they have been elevated 
to rich. 

Mr. Speaker, actually the definition 
of rich is, " If you're not on welfare, 
you're rich. " 

Given these partisan distortions it is 
important to let the American people 
know that what we are doing today is 
important work and it is going to af
fect them, and it is going to affect 
them positively. 

We are taking the necessary steps to 
save the Medicare Program, and it is 
facing impending bankruptcy. But in
stead of resorting to the tax increases 
and the draconian provider cutbacks 
that we have talked about in the past, 
we achieve our savings through patient 
choice. Americans want choice in their 
medical care , and we are providing 
choice, and we are using free market 
competition, and we believe Americans 
will have better access, better choice, 
better medical service in the end, and 
we think we will end up with a strong
er Medicare program as a result. 

We are also providing overdue relief 
to families through the child tax credit 
and reform of the punitive death tax. I 
do not understand why we do not all 
understand that any American who 
works hard, saves little and wants to 
provide for his wife and his kids after 
he is gone , or his grandkids, should be 
able to do that. Why should the Gov
ernme-nt come in and take all of his 
hard work? After all I think what pro
pels a great amount of the work in this 
country is the responsibility individ
uals have to go to work and provide for 
their families. 

As a father of four I ·certainly feel 
that way. I think most Americans do. I 
think I owe it to my family and to my 
community and to my country to look 
out for my family and provide for 
them. I do not go for this new mantra 
that Uncle Sam has been replaced by 
Father ·Government. Government is 
not my daddy, and it is not anyone 
else's either. I think we need to get 
away from that and remember that the 
people who work in this country work 
with the sense of responsibility to their 
family and should be able to provide 
for them after they are gone. 

We will furnish responsible Ameri
cans with more ways to save for their 
future by expanding IRA's, and we will 
promote economic growth by slicing 
the punitive capital gains tax. 

But most important, today we will 
send a message to our children and our 
grandchildren that their future is not 
going to be mortgaged for Washing
ton's profligate spending habits, and 
we all know what they are. The last 
time this Congress balanced the budget 
our national debt stood at $368 billion, 
and $368 billion is a lot of money. 
Today that national debt is at $54 tril
lion, trillion, and it is still climbing. 
With this package Congress has finally 
acknowledged what most American 
have known for a very, very long time: 

Uncle Sam is obese, Uncle Sam needs 
a diet, and it is time. 

Mr. Speaker, today is about historic 
progress; slow and steady, yes, but it is 
progress. This package is not perfect, 
but it is very good work, and it is bi
partisan, and it is multibranch. And, 
yes, there is more to do, and there al
ways will be if we are going to have 
jobs up here in Washington rep
resenting the people of this country, 

and that is the form of Government we 
have. 

But above all this package represents 
a hard-earned victory, I think, for the 
American taxpayer, the middle-income 
earner, the hard worker, the people out 
there worrying about the future of 
their families and their kids. And I 
think it is a victory for our kids, too , 
because we are going to rein in taxing 
and not send the bill to them any 
more. 

I very passionately urge for a " yes" 
vote on this rule and for the important 
reconciliation bills that it carries. This 
is the work we are about; this is what 
we are asked to do. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from New 
Jersey [Mr. PALLONE]. 

Mr. PALLONE. Mr. Speaker, I voted 
for the balanced budget resolution, and 
I know that both Democrats and Re
publicans in this House believe strong
ly in a balanced budget. But this pro
posal the Republicans have put forward 
today is not fair to working class, mid
dle-class, people; it is not fair · to sen
iors, and it is not fair to children, and 
I want to tell my colleagues why. 

These tax cuts that the Republicans 
have proposed, they are for the 
wealthy, wealthy individuals and cor
porations. They are not helping the 
working middle-class person. The per
son who needs that child tax credit in 
many cases is not going to get it even 
though they are working, sometimes 
two parents working. The person who 
needs that college credit, either a tui
tion tax deduction or a hope scholar
ship program, that money is not going 
to be fulfilled. What the President 
promised is not in this. The Repub
licans have broken the deal, and they 
are not giving middle-class and work
ing-class people that college tuition 
break that they were expecting as part 
of this deal. 

And Medicare, Medicare for seniors, 
we were promised this was going to be 
solvent and we were going to work to
ward the solvency. They have put in, 
the Republicans, provisions that will 
break the Medicare Program. 

The SPEAKER pro tempore. The gen
tleman from New York [Mr. SOLOMON] 
has 12 minutes remaining, and the gen
tleman from Massachusetts [Mr. MOAK
LEY] has 24 remaining. 

Mr. SOLOMON. Mr. Speaker, I re
serve the balance of my time. 

Mr. MOAKLEY. Mr. Speaker, the 
gentleman from New York, Mr. SOL
OMON'S, speech was so soothing and 
charming, I did not realize he used all 
that time. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from California [Mr. MIL
LER]. 

Mr. MILLER of California. Mr. 
Speaker, today is the day when we 
begin the process where we rearrange 
the priorities of this Nation, where we 
rearrange the priorities of this Nation 
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that for many years has taken care of 
the senior citizens of this country by 
providing them Medicare healthcare 
coverage for their elderly years, where 
we rearrange the priorities of this Na
tion where we have tried to make sure 
that children had coverage of health 
care, where we have tried to provide 
families the means by which they could 
pay for the college education of their 
children. 

What we now see in the budget plan 
that we will debate this afternoon and 
in the tax bill that we will debate to
morrow is that all of those goals, all of 
those ideals of this Nation, are threat
ened because we have to have a tax bill 
that gives $27,000 in relief to people 
making more than $250,000 a year. 

Twenty-seven thousand dollars in tax 
relief, which is more than many fami
lies make all year long, must go to the 
wealthiest 1 percent in this country, 
and how do we pay for it? We pay for it 
by reneging on the promise to provide 
health care coverage for children. In 
the Senate they now talk about mak
ing 8 million elderly people who are be
tween the ages of 65 and 67 wait 2 more 
years before they would have Medicare 
coverage by increasing the cost of the 
Medicare to those individuals. 

As my colleagues know, the inter
esting thing is that after the vote we 
took in 1993 where no Republicans 
voted for President Clinton's plan, we 
have dramatically reduced the deficit. 
The deficit is on its way to a balanced 
budget. If we did nothing, the budget 
would be balanced and we could take 
care of the pro bl ems in Medicare and 
Medicaid. 

But the Republicans have chosen an
other path. They have chosen the path . 
to try to again return to the days 
where corporations that make millions 
of dollars in profit every year, as they 
did before 1986, would pay no taxes. 
They want to return to the days where 
people who can clip coupons pay a 20 
percent tax rate while hard-working 
Americans pay a 28 percent tax rate. 

It is not fair, it is not equitable, and 
it is not right. 

Mr. MOAKLEY. Mr. Speaker, I yield 
2 minutes to the gentlewoman from 
California [Ms. PELOSI]. 

Ms. PELOSI. Mr. Speaker, I thank 
the gentleman for yielding. 

Mr. Speaker, the Federal budget 
should be a statement of our national 
values. How we spend the public's 
money should reflect what is impor
tant to us in our country, and surely 
we all agree that the health and well
being of our people should be a na
tional priority. Indeed the American 
people continue to believe that access 
to quality health care should be a na
tional priority. 

Unfortunately, the reconciliation bill 
does not expand access to health insur
ance. Indeed, this bill makes access to 
health care more difficult. Why are we 
moving toward covering fewer people 
than more people? 

Under this bill and actions taken by 
the Senate, an American baby born 
today would not have access to quality 
health care insurance until she is 67 
years old. The bill before us today does 
not live up to the promise of expanding 
health care insurance to 5 billion of the 
10 billion uninsured children in t;he 
United States. The way the Repub
licans have structured the bill, the 
child health block grant, there is no 
guarantee that even one additional 
child will have health insurance cov
erage. 

The Medicaid cuts in this bill threat
en children's hospitals and other safety 
net health care providers. Why would 
we target children's hospitals and 
county hospitals caring for the unin
sured as a place to make an enormous 
spending cut to fund the tax breaks for 
the wealthy? Forcing public hospitals 
to close their doors will further reduce 
access to care, particularly for unin
sured children. When we combine these 
changes with provisions in the bill to 
exempt even more health care plans 
from State consumer guidelines, we 
have a total package that weakens ac
cess to quality health care insurance 
for all Americans. 

The American people do not again 
want us moving backward on access to 
heal th care. 

Again, the Republican bill does not 
deliver on the promise of health insur
ance for uninsured children. Indeed, 
the Republican bill violates the goals 
of the budget agreement. On that basis 
alone we should reject the rule and kill 
the bill. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Michi
gan [Mr. LEVIN]. 

Mr. LEVIN. Mr. Speaker, we are 
going to debate the tax bill tomorrow, 
and we will show how their bill on the 
majority side would blow a hole in the 
budget, and we will show how they are 
using phony figures. But today we are 
debating the spending resolution. 

I voted for the budget resolution. 
Trouble with this spending resolution 
is it violates the budget agreement, 
purely and simply. It does so on legal 
immigrants. It draws an irrational and 
inhumane line, contrary to what they 
agreed to. It also goes beyond the budg
et agreement, and it withdraws from 
people moving from welfare to work 
the protections of the Fair Labor 
Standards Act. All they put back is a 
minimum wage standard, but there is 
no Federal protection to be sure that 
that is paid, and they do not provide 
against sexual harassment and employ
ment discrimination. 

Mr. Speaker, second class citizenship 
is not the answer for people moving 
from welfare to work. 

We ask the Committee on Rules to 
grant us amendments to cure these, 
they turned us down. We should turn 
down this budget resolution. 

Mr. SOLOMON. Mr. Speaker, I yield 
myself such time as I might consume. 

Mr. Speaker, I am somewhat con
fused. If my colleagues read this morn
ing's paper or if they talk to those that 
attended a Democratic caucus, it is 
quite clear that the administration at
tended that Democratic caucus and is 
urging them to support this reconcili
ation bill that is before us today, that 
most of the problems that they had 
with, especially the OMB Director, Mr. 
Raines, had been worked out, there 
were some glitches, but they could be 
solved in conference. 
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So I am really surprised to hear some 

of the statements being brought up 
here today. 

Mr. BARTON of Texas. Mr. Speaker, 
will the gentleman yield? 

Mr. SOLOMON. I yield to the gen
tleman from Texas. 

Mr. BARTON of Texas. Mr·. Speaker, 
I thank the gentleman from New York 
[Mr. SOLOMON], chairman of the Com
mittee on Rules, for yielding. 

I think the chairman understands 
that a number of us, on a bipartisan 
basis for several years, have been try
ing to do something to put some en
forcement mechanism into the existing 
Budget Acts that govern our Nation. 

We have a piece of legislation, R.R. 
2003, the bipartisan Budget Enforce
ment Act, that is pending before the 
Committee on Rules, the Committee on 
Ways and Means, and the Committee 
on the Budget. There have been a series 
of meetings and discussions this morn
ing. 

It is my understanding that as chair
man of the Committee on Rules, the 
gentleman from New York [Mr. SOL
OMON] has agreed to an expedited pro
cedure whereas this piece of legisla
tion, perhaps as amended, will be 
brought to the floor for an up or down 
vote no later than July 24. 

ls that the understanding of the 
chairman of the Committee on Rules? 

Mr. SOLOMON. Mr. Speaker, re
claiming my time, yes, it is my under
standing, and that is an ad hoc agree
ment, which, after meeting with the 
gentleman from Texas [Mr. BARTON] 
and members of the gentleman's group, 
along with Members of the Republican 
leadership, we have agreed that the 
three committees of jurisdiction, the 
Committee on Rules, the Committee on 
Ways and Means, and the Committee 
on the Budget, would have an oppor
tunity to look at the legislation. 

Mr. BARTON of Texas. Mr. Speaker, 
the number is R.R. 2003, the bipartisan 
Budget Enforcement Act. The gen
tleman from Texas [Mr. STENHOLM] and 
the gentleman from Minnesota [Mr. 
MINGE] and the gentleman from Indi
ana [Mr. VISCLOSKY] and several oth
ers. 

Mr. SOLOMON. Mr. Speaker, cer
tainly the Committee on the Budget 
has agreed, and so has the Committee 
on Rules. Now the gentleman under
stands that the gentleman from Texas 
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[Mr. ARCHER], who has jurisdiction as 
well, will agree as long as he has time 
to consider in his committee. 

I just want to make this under
standing clear, that the agreement in 
no way prejudices the ability of the 
Committee on Rules and the Com
mittee on the Budget who share juris
diction over budget process to report a 
budget process reform bill on their own 
at a later time. 

Mr. BARTON of Texas. Mr. Speaker, 
that is my understanding. This does 
not fence off any other legislation on 
the same subject, but it does commit 
the chairman of the Committee on 
Rules, the Speaker of the House, the 
majority leader, the majority whip, 
and the chairmen of the committees of 
jurisdiction to work in an expeditious 
fashion to bring this particular bill, 
perhaps as amended, to the floor, and 
perhaps at the same time other bills 
that deal with the same subject. 

Mr. SOLOMON. Mr. Speaker, I think 
we are in full agreement. Let me just 
say to the gentleman I appreciate his 
understanding. 

As the gentleman knows, on the Re
publican side there were some 31 Mem
bers that had concerns with both the 
tax bill and the spending cut bill. We 
had asked them not to come before us 
and ask for changes to be made because 
it would disrupt the agreement that we 
might have with the White House, and 
there were a number of Democrats on 
the other side of the aisle requesting 
the same thing. We did not allow them, 
as we did not allow the gentleman. 

So the gentleman is being very rea
sonable and I appreciate it, and we are 
committed to bringing this to the floor 
by July 24. 

Mr. BARTON of Texas. Mr. Speaker, 
I want to express my commitment to 
the chairman of the Committee on 
Rules that I will vote for this rule and 
I will encourage all of the Republican 
Members who I have been discussing 
this issue with to also vote for the rule, 
so that we can bring this reconciliation 
package to the floor. 

Mr. SOLOMON. Mr. Speaker, I cer
tainly thank the gentleman for being 
so reasonable. 

Mr. CASTLE. Mr. Speaker, will the 
gentleman yield? 

Mr. SOLOMON. I yield to the gen
tleman from Delaware. 

Mr. CASTLE. Mr. Speaker, I would 
just like to say that the leadership of 
the Republican Party in total was in
volved in this. I think that is very im
portant to understand. They were very 
accommodating. 

It has always been agreed that if this 
were able to be passed on the floor of 
the House of Representatives, and by 
the way, there is no commitment to ac
tually support this bill from any of the 
leadership, but if it did pass, it would 
become part of the House conference 
package in terms of dealing with the 
reconciliation bill with the Senate 
which I think is important as well. 

Mr. WAMP. Mr. Speaker, will the 
gentleman yield? 

Mr. SOLOMON. I yield to the gen
tleman from Tennessee. 

Mr. WAMP. Mr. Speaker, I commend 
all that have been involved in a very 
bipartisan way, and just for the people 
whom I think we so adequately rep
resent here in this body across the 
country that are wondering maybe 
what this is all about, this is a group of 
a few Members on both sides of the 
aisle that have g·otten together and 
said that the discipline needs to be in
tegrated into this budget agreement. 
There is a panacea out there that this 
is a great thing, and I think it has the 
potential of being a great thing if we 
follow through on it, and if we do not 
allow certain predictions that are part 
of our assessment today that might not 
come true to blow the thing apart later 
on. That is what this is about, enforce
ment provisions. 

Frankly, neither party has an exclu
sive on ideas or integrity, and much of 
this comes from the Blue Dog Coalition 
on the other side and very accurately, 
they have assessed that we need some 
discipline written into this agreement, 
and many on our side, led by the gen
tleman from Texas [Mr. BARTON] and 
the gentleman from Delaware [Mr. 
CASTLE] and myself, have agreed to 
this, and now our leadership is accom
modating our request that we have an 
opportunity to bring to this floor the 
details of how we need to enforce this 
provision as we go forward. 

I think that is important for the peo
ple to know, and people who have sus
picion about this budget agreement can 
know that we are working to improve 
it before we finally report it out. 

I thank the gentleman for yielding. 
Mr. SOLOMON. Mr. Speaker, I thank 

the gentleman for his comments. 
Mr. Speaker, I reserve the balance of 

my time. 
Mr. MOAKLEY. Mr. Speaker, I yield 

myself such time as I may consume. 
I would like to tell the gentleman 

from Texas [Mr. BARTON] that we 
thought his amendment was a great 
one and we brought it forward for a 
vote, but we were outvoted. We have 
another chance, because if we defeat 
the previous question, we are going to 
put the Barton amendment in. So the 
gentleman still has a chance to get his 
amendment passed. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Texas [Mr. BENTSEN]. 

Mr. BENTSEN. Mr. Speaker, I voted 
for this budget agreement and a num
ber of Members from 13 of the 50 States 
voted for this budget agreement, but I 
do not th.ink they voted to agree that 
their States would be cut dispropor
tionately under the Medicaid program, 
under the Disproportionate Share Pro
gram that is in this bill. 

This bill before us today, the spend
ing bill, will treat States like Texas, 
Colorado, Connecticut, Louisiana, Ten-

nessee, that the gentleman just spoke 
from, and several others twice as badly 
as all the other States and 100 times as 
badly as some of the other States. 

This bill says that those 13 States 
will have their .disproportionate share 
of funding cut by 40 percent by the 
year 2002. That is not the budget agree
ment that this Member voted for and I 
do not see how any Member from any 
of those States could vote for this rule. 

Now, if we defeat the previous ques
tion, included in the amendments that 
the gentleman from Massachusetts in
tends to offer is to correct this. We are 
not talking about dollars, we are talk
ing about equity among the States. 

Mr. SOLOMON. Mr. Speaker, I yield 
2112 minutes to the gentleman from 
Ohio [Mr. KASICH], the distinguished 
chairman of the Committee on the 
Budget. 

Mr. KASICH. Mr. Speaker, let me 
just suggest that everybody in the 
House is concerned about the formula 
whereby we help those hospitals that 
have a disproportionate share of poor 
people who they attend to. It is inter
esting to note that Texas is one of the 
largest recipients of DSH money and 
they have a concern about how this 
agreement is going to affect them, 
based on the formula that distributes 
this money. 

I have a concern about it not only as 
it applies to the State of Texas, but to 
.the State of Ohio, to the State of New 
Jersey and the State of New York and 
every State in the country. Writing a 
formula that affects the DSH pay
ments, the disproportionate share of 
payments, is going to be like, well, it 
will be a rougher fight than Tyson
Holyfield this weekend. 

The fact is that in the conference 
committee we are going to have to cre
ate a new formula. We cannot write a 
formula on the House floor. We should 
not even try to write a formula on the 
House floor. We should not want to 
write a formula on the House floor. 

What we should do, if I could be so 
presumptuous to give this advice, is to 
indicate the fact that we do not have it 
right yet and that we should go to the 
conference committee and we ought to 
get it right, as right as we can. I can 
promise my colleagues, it is just like 
reform of the IRS or the tax system, at 
the end of the day, nobody is going to 
be happy with the way we pay taxes, 
and at the end of the day, no one is 
going to be happy with the way in 
which we distribute money to help hos
pitals pay for the poor. But what we do 
intend to do is to get it as right as 
human beings can, representing 50 
States around the country. 

So the point is, I feel your pain when 
it comes to my colleagues' concern 
about DSH payments. So the fact is, 
let us not try to say that we are trying 
to shut somebody off or having a for
mula debate on the House floor. We 
cannot fix it here. It would not be right 
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to fix it here. We would not get it right 
here and we would end up hurting poor 
people in the final analysis. 

So let us just stay cool, let us adopt 
the rule, let us make an effort to get 
the formula fixed in conference, and I 
am willing to work with all of the 
Members of the House to participate to 
come up with something that is as fair 
and equitable as we can among the 50 
States. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Indi
ana [Mr. VISCLOSKY]. 

Mr. VISCLOSKY. Mr. Speaker, I 
thank the gentleman for yielding· me 
this time. 

Mr. Speaker, I rise today in strong 
opposition to the rule because it does 
not make in order an important bipar
tisan enforcement amendment pro
posed by our colleagues, the gentleman 
from Texas [Mr. BARTON] and the gen
tleman from Minnesota [Mr. MINGE]. 
The Barton-Minge takes a common 
sense approach to enforcing the budget 
reconciliation bill. It acknowledges 
that our best hope of actually .bal
ancing the budget is to put every sec
tion of the budget on the table, includ
ing entitlements and revenues, and 
that we must hold the President and 
the Congress accountable. 

Enforcement is important. The les
sons of previous budget resolutions is 
that agreeing to a balanced budget 
does not guarantee it will be. No fewer 
than four times over the last 15 years 
Congress and Presidents have approved 
budget-balancing amendments, but 
they have not led to a balanced budget 
because they were not enforceable. 

We have been told repeatedly that 
enforcement mechanisms should be ad
dressed. We have been told by the Com
mittee on the Budget, enforcement 
should be addressed. We have been told 
by the Committee on Rules, enforce
ment should be addressed. It has not 
been addressed in this rule. 

Mr. Speaker, I rise today in strong opposi
tion to the rule because it does not make in 
order an important bipartisan enforcement 
amendment proposed by our colleagues, Mr. 
BARTON and Mr. MINGE. 

The Barton-Minge amendment takes a com
mon sense approach to enforcing the budget 
reconciliation bill. It acknowledges that our 
best hope of actually balancing the budget is 
to put every section of the budget on the 
table-including entitlements and revenues
and that we must hold the President and the 
Congress accountable if we do not live up to 
the budget targets agreed to earlier this 
month. 

While I voted for the budget resolution ear
lier this month, I did so with serious reserva
tions. One of my most serious concerns is the 
lack of meaningful enforcement procedures to 
ensure that the budget is balanced as pro
jected by the year 2002. 

The lesson of previous budget resolutions is 
that agreeing to balance the budget does not 
guarantee that the budget will actually be bal
anced. No fewer than four times over the past 

15 years Congress has approved budget 
agreements that were supposed to get us to 
a balanced budget, but failed to actually do 
so. 

For example, in 1982, the budget resolution 
called for a balanced budget in 1984. Yet, the 
budget was not balanced by that date. In 
1985, under Gramm-Rudman I, we were told 
that the budget would be balanced in 1991. It 
was not. 

In 1987, under Gramm-Rudman II, we were 
told that the budget would be balanced in 
1993, but it was not. In 1990, under the Budg
et Enforcement Act, we were told that, finally, 
the budget would be balanced in 1994. Again, 
it was not. 

The common thread in these failed attempts 
to balance the budget was the lack of a mean
ingful enforcement mechanism. 

I would also like to point out that enforce
ment is not a new or transitory issue. In the 
last two Congresses I sponsored important 
legislation designed to bring strong enforce
ment procedures to the budget process. This 
legislation, the Balanced Budget Enforcement 
Act, was originally introduced by then-chair
man of the Budget Committee Leon Panetta 
and, after that, our former colleague from Min
nesota, Tim Penny. 

I have appeared before both the Rules 
Committee and the Budget Committee asking 
that comprehensive enforcement mechanisms 
be included in the budget process. So far, 
however, no action has been taken by either 
committee. 

Leading up to consideration of the budget 
reconciliation bill, we were told that enforce
ment would be addressed as part of the legis
lation. Unfortunately, however, the Rules Com
mittee did not make the Barton-Minge enforce
ment amendment in order, and we again find 
ourselves with a major budget bill that con
tains no serious enforcement language. 

Mr. Speaker, I am extremely disappointed 
that .this rule does not make language on en
forcement in order, and I urge my colleagues 
to oppose it. 

Mr. MOAKLEY. Mr. Speaker, I yield 
2 minutes to the gentleman from Texas 
[Mr. DOGGETT] . 

Mr. DOGGETT. Mr. Speaker, for 
those of us who are truly committed to 
achieving a balanced budget that will 
remain balanced, this first effort to im
plement the balanced budget agree
ment represents a true setback. They 
call this bill that we have under con
sideration today the reconciliation 
bill. Really, it is the wreckonciliation 
because it wrecks this budget agree
ment, and the first area in which it 
wrecks the budget agreement is by not 
having an adequate enforcement provi
sion. · 

Mr. Speaker, there is nothing new 
about promising a balanced budget in 
Washington. It is the guarantee of a 
balanced budget that really has some 
meaning, and around here a promise 
never seems to be a guarantee. We do 
not need more promises of a balanced 
budget, we need a guarantee, and we 
need it in this proposal. Rather than 
wrecking the budget agreement, we 
ought to be guaranteeing a truly bal
anced budget. 

What does this reconciliation bill say 
to the young American family that is 
out there struggling to make ends 
meet? Well, if we listen to the Repub
licans here in Washington, it says to 
that young American family, when you 
reach age 65, do not count on having 
any health protection because your 
Medicare coverage will not be there. 
We are going to escalate the age to 67 
before you ever get Medicare coverage. 
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What does it say to the children of 

that working American family, not 
people on welfare, but where perhaps 
both parents are struggling to climb up 
that economic ladder? It says no health 
insurance. 

Surely this must be the only modern 
industrialized country in the world 
where we have 10 million children who 
have no health insurance, and no hope 
from this reconciliation bill that it is 
going to get any better, from zero to 
age 67. No guarantee, is the goal of this 
Republican Congress for heal th insur
ance coverage. 

It is time not to wreck the budget 
agreement, deny enforcement provi
sions, and deny the guarantee of health 
insurance that so many people need in 
their youngest age and in the oldest 
age. Vote " no" on this rule. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Texas 
[Mr. STENHOLM]. 

Mr. STENHOLM. Mr. Speaker, I rise 
in strong opposition to this rule, be
cause here we go again. Passage of a 
reconciliation bill that is projected to 
balance the budget by the year 2002 
does not guarantee the budget will ac
tually be balanced. Americans are tired 
of Congress and the President making 
unfulfilled promises about balancing 
our budget. · 

Mr. Speaker, I appreciate the work 
the ·gentleman from Texas [Mr. BAR
TON], the gentleman from Delaware 
[Mr. CASTLE], and the gentleman from 
Tennessee [Mr. WAMP] have done, but I 
am a great believer that a bird in the 
hand is worth two in the bush. Today is 
the time for us to deal with enforce
ment. I was sincerely disappointed that 
the Committee on Rules chose to re
port a rule that would not allow the 
House to consider the Barton-Minge 
balanced budget agreement. 

Our only request of the Committee 
on Rules is that we be given a fair shot 
to off er our proposal for an up or down 
vote. Members from the left and right 
oppose our amendment. Why not let it 
be considered at the appropriate time, 
when we have the best chance of get
ting it done? 

Whether Members support the bal
anced budget agreement and the rec
onciliation bill, which I do, I strongly 
encourage all Members who are com
mitted to achieving a balanced budget 
to vote against the rule. If we do not 
deal with the matter today, it will not 
be dealt with. 
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Mr. Speaker, I rise in strong opposition to 
this rule. I do so as one who supports the bi
partisan budget agreement because this rule 
prevents consideration of an amendment that 
would ensure that this budget agreement lives 
up to all the promises being made by those of 
us who support the agreement. Joe Barton 
and David Minge submitted an amendment on 
behalf of a bipartisan group of more than two 
dozen members who believe that this budget 
agreement must include strong budget en
forcement procedures to make this a credible 
balanced budget plan. Unfortunately, this rule 
does not make the Barton-Minge amendment 
in order. 

While passage of a reconciliation bill that is 
projected to achieve balance by 2002 is a sig
nificant accomplishment, I would remind my 
colleagues that history has taught us that pas
sage of a reconciliation bill that is projected to 
balance the budget by 2002 does not guar
antee that the budget will actually be balanced 
in .2002. We need only look to the experience 
of the 1990 budget summit to be reminded 
how quickly a balanced budget plan can fall 
off course. Americans are tired of unfulfilled 
promises about balancing our budget. The 
Barton-Minge amendment will prevent this 
budget from repeating the failed promises of 
past balanced budget plans by putting teeth in 
the budget agreement. 

The Barton-Minge enforcement amendment 
would establish a comprehensive enforcement 
mechanism that would require Congress and 
the President to ensure that actual spending 
and revenues over the next 5 years meet the 
goals of the budget agreement. It would en
force all portions of the budget-spending and 
revenues-without exceptions to ensure that 
everyone has a stake in keeping the budget 
on a path to balance. Critics who complain 
about the harmful effects of triggering seques
tration or delaying the phase-in of tax cuts are 
missing the point. The goal of any enforce
ment mechanism is to establish a hammer 
with severe consequences to give Congress 
and the President the incentive to take action 
immediately when the budget falls off the 
glidepath to balance to avoid triggering en
forcement. 

The Barton-Minge amendment has bipar
tisan support because enforcement would be 
targeted to the portion of the budget that 
causes a problem. Spending programs that 
grow faster than this budget assumes would 
be sequestered; the phase-in of tax cuts 
would be delayed if revenues are lower than 
assumed under this budget. Tax cuts will not 
be affected because spending grows too fast; 
and spending will not be cut if taxes are below 
projections. 

I was sincerely disappointed that the Rules 
Committee chose to report a rule that would 
not allow the House to consider the Barton
Minge balanced budget enforcement amend
ment. Our only request was that we be given 
a fair shot to offer our proposal for an up or 
down vote. I understand that many committee 
chairman oppose this effort to enforce the 
budget agreement and that Members from the 
left and right have concerns that our amend
ment is too strong and would vote against it. 
I welcome the opportunity to respond to these 
criticisms and debate the issue on the merits. 
Unfortunately, this rule prevents us from hav
ing that debate. 

Whether or not you support the budget 
agreement and the reconciliation bill that the 
House will consider today, I strongly encour
age all Members who are committed to actu
ally achieving a balanced budget to vote 
against this rule so that the House may con
sider legislation that makes this balanced 
budget plan meaningful. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Ten
nessee [Mr. TANNER]. 

Mr. TANNER. Mr. Speaker, I want to 
second what the gentleman from Texas 
[Mr. STENHOLM] and the gentleman 
from Indiana [Mr. VISCLOSKY] said. I 
am not interested in being a party to a 
balanced budget agreement that does 
not translate itself from an idea to a 
reality. 

There have been well-intentioned 
people in this town since 1980 who have 
tried mightily to balance the budget. 
This enforcement mechanism that was 
denied a vote on by this body, by the 
Committee on Rules, itself I think war
rants a " no" vote, because, Mr. Speak
er, this is the mechanism that trans
lates the idea of a balanced budget, 
which most of us embrace, to actual re
ality. Without it, we are, I think, going 
down the same path as those that were 
here before us. We cannot afford that 
path again. 

We are spending over $250 billion a 
year in interest now. The future is 
bleak, indeed, for the young people if 
we do not put an enforcement mecha
nism in this agreement. I wish we 
would vote " no" on the rule. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Texas 
[Mr. TURNER]. 

Mr. TURNER. Mr. Speaker, I rise in 
opposition to the rule for the reason 
that the committee failed to acknowl
edge the importance of including en
forcement language in this budget rec
onciliation bill. The truth of the mat
ter is that the American people believe 
that when we, in great fanfare, just a 
few weeks ago announced a balanced 
budget agreement, they believe the 
balanced budget agreement is some
thing that has meaning to it, not an 
empty promise. 

I think we in this Congress all need 
to tell the American people that a 
budget agreement resolution is no 
more than a New Year's resolution, and 
it is no more than a promise that can 
be broken without effective enforce
ment language put into the law. 

The bipartisan Barton-Minge budget 
enforcement amendment needs to be in 
the budget reconciliation bill that this 
Congress will adopt. A promise to con
sider it later is not enough. The Amer
ican people expect and deserve that we 
in the Congress will keep our promises 
for a balanced budget by 2002. 

Mr. SOLOMON. Mr. Speaker, I yield 
such time as he may consume to the 
gentleman from Pennsylvania [Mr. 
ENGLISH]. 

Mr. ENGLISH of Pennsylvania. Mr. 
Speaker, I rise in support of the rule. 

Mr. Speaker, I rise in strong support of sev
eral reconciliation changes contained in the 
proposed manager's amendment that will be 
self-executed in this rule. 

The amendment contains an additional $1 
billion in relief for low-income seniors from the 
cost of their part B Medicare premiums. This 
change will further strengthen our bipartisan 
plan to save Medicare. 

the amendment also provides credible pro
tections for participants in workfare programs. 
Specifically, it would strengthen minimum 
wage requirements, clarify the 40-hour work 
week, and adopt strong nondiscrimination pro
visions relating to age, race, gender, and dis
ability. It also protects other workers with 
strong'nondisplacement language. 

The amendment contains other improve
ments, especially its designation of $100 mil
lion to empower states and extend Medicaid 
benefits for children affected by Social Secu
rity eligibility changes. This is a useful and bal
anced amendment, and I urge adoption of the 
rule. 

Mr. MOAKLEY. Mr. Speaker, I yield 
2 minutes to the gentleman from Mis
sissippi [Mr. TAYLOR]. 

Mr. TAYLOR of Mississippi. Mr. 
Speaker, I urge a no vote on the rule. 
There is a crisis of faith in this coun
try. People every 2 years run for office 
and ask for the privilege to serve in 
Congress. They say they are going to 
do things, and when the time comes to 
do those things, they find a reason to 
see to it that they do not. All across 
the country people ran for Congress 
and said, we are going to restore the 
promise of lifetime heal th benefits to 
those people who served in our military 
honorably for 20, 25, 30 or more years. 

There are 181 people who cosponsored 
a bill to do just that, including the 
chairman of the Committee on Rules: 
the gentlewoman from Ohio [Ms. 
PRYCE], the gentleman from Georgia 
[Mr. LINDER], the gentleman from Flor
ida [Mr. DIAZ-BALART], the gentleman 
from Colorado [Mr. MCINNIS], and the 
gentleman from Washington [Mr. 
HASTINGS]. Yet, yesterday when the op
portunity came before them to bring 
this measure to the House floor so we 
could restore that, so we could give the 
only people in America who were prom
ised free heal th care for life, to fulfill 
that promise for them, those people 
voted against it. 

They will not give the majority the 
chance to vote for it, to take care of 
our military retirees, the same people 
who went to Korea, the people who 
went to Vietnam, the people who went 
to the desert, the people who are in Co
lombia today. They said, these people 
do not count. 

We ought to defeat this rule. We 
ought to vote " no" on the previous 
question, and we ought to allow the 
Hefley bill , which is cosponsored by 181 
Members of Congress, to fulfill the 
promise of lifetime heal th care to our 
military retirees, to be voted on up-or
down, so we can see whether those peo
ple who went back home and said they 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12271 
were for our military retirees really 
are , or whether it was just another 
empty promise. 

Mr. Speaker, there is a crisis of faith 
in this country because people are not· 
doing what they said they would do. 
We have a chance to correct that 
today, we really do. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentlewoman from 
California [Mrs. TAUSCHER]. 

Mrs. TAUSCHER. Mr. Speaker, I 
thank the gentleman for yielding time 
to me. 

Mr. Speaker, I rise in strong opposi
tion to the rule. I object to the decision 
by the Committee on Rules to refuse to 
allow the Barton-Minge amendment, of 
which I am an original cosponsor, 
which would add strong budget enforce
ment language to the legislation. 
While I strongly support this historic 
budget agreement, I am concerned that 
without proper enforcement mecha
nisms, spending will run out of control 
and tax cuts will balloon, thereby void
ing the balanced budget agreement. 

A bipartisan group of Members has 
developed a proposed amendment to 
ensure that, when actual spending ex
ceeds spending targets , Congress would 
have to take action by December 15 or 
automatic cuts would go into effect. 
Similarly, if revenues failed to meet 
the expected level, any phase-in of tax 
cuts would be delayed. 

There have been numerous attempts 
to instill fiscal responsibility in the 
budget process, but those attempts 
have failed because they were unen
forceable. Let us not allow this agree
ment to fall prey to the same short
comings. I urge my colleagues to de
feat the rule. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from New 
Jersey [Mr. ANDREWS]. 

Mr. ANDREWS. Mr. Speaker, I thank 
the ranking member for yielding time 
to me. 

Mr. Speaker, I rise in opposition to 
the rule. I would say that there is no 
higher purpose for those who have been 
called to this House than to stop the 
practice of borrowing money to run the 
U.S. Government and sending the bill 
to our children. 

I do not doubt for one minute the 
good intentions of those who put this 
budget agreement together, but I sure 
do doubt what might happen as a result 
of those intentions if we do not have 
the enforcement language of the Bar
ton-Minge amendment. 

Here is what it says without it. If 
Congress spends more than we planned 
under this agreement, do Members 
know what happens? Nothing. If the 
Tax Code does not bring in as much 
money as we thought it would because 
of the tax cut, do Members know what 
happens? Nothing. Without this amend
ment the deficit will rise, the balanced 
budget will be in jeopardy, and we will 
continue the practice we all came here 
to stop. 

I urge my colleagues to oppose this 
rule, and when we get a chance vote for 
the Barton-Minge amendment when it 
comes t o the floor. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Ohio 
[Mr. BROWN]. 

Mr. BROWN of Ohio . Mr. Speaker, I 
thank t he gentleman for yielding time 
to me. 

Mr. Speaker, I rise in opposition to 
the rule. As the ranking member on 
the Subcommittee on Health and the 
Environment of the Committee on 
Commerce, I, with my Democratic col
leagues, offered several amendments to 
improve the Medicare-Medicaid and 
children's health care expansion provi
sions in the Budget Reconciliation Act. 

Most important, perhaps, of these 
would have reduced the number of 
Medicare MSA policies which could be 
issued from 500,000 to 100,000, thus sav
ing approximately $1 billion over 5 
years. These savings would be used to 
cover t he copay for beneficiaries who 
will be covered for annual 
mammographies, bone mass testing, 
colorectal and prostate cancer screen
ing, and a portion of the cost of test 
s_trips for diabetes under Medicare. 

Last week a similar bipartisan 
amendment was offered and -passed 
bipartisanly in the Senate Finance 
Committee which would scale back the 
demonstration project to 100,000 poli
cies. Unfortunately, Republicans on 
the Cammi ttee on Rules neglected to 
allow us to offer this amendment, even 
though we only lost it in committee by 
one vot e. It was part of the budget 
agreement originally. It makes sense , 
Mr. Speaker. 

I urge my colleagues to oppose the 
rule when it comes before the House. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Lou
isiana [Mr. JOHN]. 

Mr. JOHN. Mr. Speaker, I thank the 
gentleman from Massachusetts for 
yielding time to me. 

Mr. Speaker, I rise in strong opposi
tion to the rule. What are we afraid of? 
Are we afraid of keeping our promises? 
That is what we are talking about. We 
are talking about enforcing a balanced 
budget agreement that only 2 weeks 
ago everybody was praising. Everybody 
was talking about how great it is. But 
it is only worth the paper it is written 
on without some kind of enforcement. 

What are the opponents of enforce
ment scared of? They are scared of 
keeping our promises? I would hope 
not. I would hope that the American 
people will support us in putting en
forcement in a budget that could ex
plode if we are off on some of our eco
nomic figures . 

Mr. SOLOMON. Mr. Speaker, I yield 
30 seconds to the distinguished gen
tleman from Texas [Mr. BARTON]. 

Mr. BARTON of Texas. Mr. Speaker, 
I strongly appreciate the support that 
the Barton-Minge amendment has on 

both sides of the House, and I want to 
point out that under the colloquy 
agreement, we will get that vote on en
forcement no later than July 24. If we 
win on the floor, it will be in the rec
onciliation package in the conference. 
So I would hope we would vote for the 
rule. 

Mr. MOAKLEY. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, I cannot believe the 
gentleman from Texas would not vote 
against the previous question so he can 
get immediate recognition of this pro
vision. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Georgia [Mr. LEWIS], 
the minority whip. 

Mr. LEWIS of Georgia. Mr. Speaker, 
I rise to urge my colleagues to defeat 
this rule. This bill that the Repub
licans are bringing to this floor breaks 
the budget deal the Republicans made 
with the President. On issue after issue 
this bill is in violation of the budget 
agreement. 

Mr. Speaker, how can the President 
negotiate if they will not deal in good 
faith, if they will not keep their word? 
On children's health care, this bill 
breaks the deal. On protecting disabled 
legal immigrants, the bill breaks the 
deal. On providing worker protection 
for people moving from welfare to 
work, this bill is not in keeping with 
the spirit of the deal. 

Mr. Speaker, this bill violates both 
the spirit and the letter of a balanced 
budget agreement. Defeat the rule, de
feat the bill. It is not the deal made 
with the President. It is not the deal 
made with the American people. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute to the gentleman from Flor
ida [Mr. BOYD]. 
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Mr. BOYD. Mr. Speaker, I thank the 
gentleman for yielding me the time. 

Mr. Speaker, I am a strong supporter 
of tax relief for American families that 
is fair and fiscally responsible. I am a 
strong supporter of the balanced budg
et agreement. I voted for that. I rise 
today in opposition to this rule because 
this bill that we are addressing today 
does not meet the criteria that is nec
essary to see that we have both of 
those things. 

I am deeply concerned that this rec
onciliation bill, as it is written without 
very important necessary enforcement 
language, that is, the Barton-Minge 
language that should have been in
cluded, will blow a hole in the deficit 
past the year 2002. Look back at his
tory and exactly what happened wi th 
the other balanced budget plans that 
this U.S. Congress passed in the past. 

We worked too hard to get this far. 
We have a unique opportunity to get 
this budget balanced and establish an 
economic policy that will guarantee 
long-term balance for the U.S. Govern
ment. 
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The tax cuts that we have in here, es
pecially indexing of capital gains and 
the very long 10-year phase-in of estate 
taxes, is bad. I implore Members to 
.vote against the rule. 

Mr. MOAKLEY. Mr. Speake·r, I yield 
myself 2 minutes. 

Mr. Speaker, I urge Members to de
feat the previous question. If that pre
vious question is defeated, I will offer 
an amendment to the rule which will 
make in order 22 amendments, includ
ing the amendment by the gentle
women from Florida, Mrs. MEEK and 
Ms. Ros-LEHTINEN that would preserve 
Social Security and Medicaid pay
ments for elderly or disabled legal im
migrants as amended by the gentleman 
from Mississippi, Mr. TAYLOR, which 
gives guaranteed heal th coverage to 
military retirees when they become 
Medicare eligible, an amendment by 
the gentleman from Texas, Mr. BAR
TON, and the gentleman from Min
nesota, Mr. MINGE, which incorporates 
budget targets into the law and holds 
the President and the Congress ac
countable if the actual budget out
comes do not meet the budget agree
ment goals. 

Mr. Speaker, these are all very im
portant amendments and the House 
should have an opportunity to consider 
them. I urge no on the previous ques
tion and defeat the rule. 

The SPEAKER pro tempo re (Mr. 
COMBEST). The gentleman from Massa
chusetts [Mr. MOAKLEY] has 3 minutes 
remaining. 

Mr. SOLOMON. Mr. Speaker, I yield 2 
minutes to the very distinguished gen
tlewoman from Columbus, OH [Ms. 
PRYCE], a member of the Committee on 
Rules. 

Ms. PRYCE of Ohio. Mr. Speaker, I 
thank the distinguished chairman of 
the Committee on Rules for yielding 
me the time. 

I rise in strong support of this rule 
and the reconciliation package and I 
am very encouraged by the compromise 
to address the enforcement issue. 

Mr. Speaker, even without that in 
this bill, boy, have we come a long 
way. Mr. Speaker, the growth in the 
1980's showed us what can happen when 
we give the American people the tools 
that they need to grow and prosper. 
The same is true today. Government 
does not create new jobs. Government 
does not build stable families. Our 
challenge is to restore growth and op
portunity and to sustain it for future 
generations. This reconciliation pack
age holds the beginning of an answer to 
that challenge. Nobody calls it perfect, 
but it is a start and it is sure about 
time. 

It combines budget restraint with 
progrowth tax policy. By preserving 
and strengthening Medicare, it honors 
our commitment to older Americans. 
By including a child tax credit and new 
savings incentives it will help families 
to keep more of their hard-earned 

money to spend on things they need 
most of their lives. 

This package is an honest bipartisan 
attempt to help those who will create 
tomorrow's growth and prosperity, the 
earners, the savers, the taxpayers who 
work hard; those people that get up 
earlier, stay at the office a little later, 
the ones that play by the rules, take a 
few risks and strive to build a better 
future for their families and commu
nities. 

Mr. Speaker, after years of unbal
anced budgets, deficit spending and 
high taxes, the chance to begin restor
ing· the American dream is finally 
within our grasp. Let us seize it. Let us 
not miss this historic opportunity to 
give our children and grandchildren the 
bright economic future they deserve. I 
urge my colleagues to support this fair, 
this balanced rule and to vote for this 
reconciliation package. 

Mr. MOAKLEY. Mr. Speaker, I yield 
1 minute and 10 seconds to the gen
tleman from Oklahoma [Mr. COBURN]. 

Mr. COBURN. Mr. Speaker, I thank 
the gentleman from Massachusetts for 
yielding me this time. 

I think it is important for people in 
this country to know what this rule 
does. If you are poor and you are on 
Medicaid, this bill takes away the right 
of your physician to determine when 
you should be discharged from the hos
pital. We put that in in committee. We 
did that on purpose, because you have 
a right to have quality care and the 
profits of a health insurance industry 
should not come above that. This rule 
does not take it out of Medicare. We 
put it in Medicare, too. 

But AARP is such a strong force that 
we did not have the courage to take it 
out in the Medicare portion of this bill. 
So if you are poor, you are blown away. 
If you are protected by Medicare, you 
are protected for right now. When it 
gets to conference, your ability to have 
quality medical care determining your 
discharge based on what is best for 
your health is going to be eliminated 
in conference. That is the plan. 

So, America, wake up; this bill deter
mines your health care and your qual
ity not by your physician but by the 
insurance company that is running the 
managed care program. 

I thank the gentleman very much for 
yielding me the time. 

Mr. MOAKLEY. Mr. Speaker, will the 
gentleman yield? 

Mr. COBURN. I yield to the gen
tleman from Massachusetts. 

Mr. MOAKLEY. Mr. Speaker, is the 
gentleman opposed to the rule? 

Mr. COBURN. Mr. Speaker, I am not 
voting for this rule. 

Mr. MOAKLEY. Mr. Speaker, I thank 
the gentleman. 

Mr. Speaker, I yield the balance of 
my time to the gentlewoman from Con
necticut [Ms. DELAURO]. 

The SPEAKER pro tempore. The gen
tlewoman from Connecticut [Ms. 
DELAURO] is recognized for 2 minutes. 

Ms. DELAURO. Mr. Speaker, I rise 
today to urge my colleagues to vote 
against this rule. This bill breaks the 
balanced budget agreement and it 
hurts average middle-class families in 
this country. I voted for the balanced 
budget agreement. This is not the bill 
that I voted for. I did not vote for a bill 
that hurts the middle class by denying 
working· families help in providing 
health coverage for their kids. I did not 
vote for a bill that refuses to provide 
important basic worker protections in 
this country, protections like family 
and medical leave and protection 
against sexual harassment. I did not 
vote for a bill that hurts children's 
hospitals in my State. I did not vote 
for a bill that infringes on a woman's 
right to choose and I did not vote for a 
bill that does not promise to protect 
legal immigrants in this country. 

Today's Republican bill violates the 
budget agreement that was so carefully 
put together and so hard that we 
worked on. And it shortchanges mid
dle-class American families so that to
morrow's Republican tax cut bill will 
be able to provide the richest 5 percent 
of Americans in this country with the 
biggest tax cuts in the bill. It is wrong. 
Working families are scrambling every 
single day, every day to pay their bills, 
to be able to send their kids to school, 
to protect themselves for a secure re
tirement and be able to have affordable 
health care coverage. The bill that we 
will vote for today will deny those pro
tections to people. We should vote 
against this rule and tomorrow we 
should vote against the Republican tax 
cut bill. I urge a "no" vote on the rule. 

Mr. MOAKLEY. Mr. Speaker, I in
clude the following information for the 
RECORD: 
TEXT OF PREVIOUS QUESTION AMENDMENT TO 

H. RES. 174, 'FY 98 BUDGET RECONCILIATION 
AND TAX BILLS 

At the end of the resolution add the fol
lowing new section: 

" Section 3. Notwithstanding any other 
provision of this resolution, it shall be in 
order without intervention of any point of 
order to consider the following amendments: 

The amendment offered by Representative 
Ros-Lehtinen and Representative Meek or 
their designee. 

The amendment offered by Representative 
Brown of Ohio or his designee. 

The amendment offered by Representative 
Brown of Ohio or his designee. 

The amendment offered by Representative 
Brown of Ohio or his designee. 

The amendment offered by Representative 
Gekas and Representative Frost or their des
ignee. 

The amendment offered by Representative 
Barton and Representative Minge, or their 
designee. 

The amendment offered by Representative 
Taylor of Mississippi or his designee. 

The amendment offered by Representative 
Kennedy of Massachusetts or his designee. 

The amendment offered by Representative 
McDermott and Representative Matsui or 
their designee. 

The amendment offered by Representative 
McDermott or his designee. 
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The amendment offered by Representative 

Hinchey or his designee. 
The amendment offered by Representative 

Peterson of Minnesota or his designee. 
The amendment offered by Representative 

Nadler or his designee. 
The amendment offered by Representative 

Nadler, Representative Maloney, and Rep
resentative Schumer or their designee. 

The amendment offered by Representative 
Levin or his designee. 

The amendment offered by Representative 
Levin or his designee. 

The amendment offered by Representative 
Levin or his designee. 

The amendment offered by Representative 
Conyers or his designee. 

The amendment offered by Representative 
Conyers or his designee. 

The amendment offered by Representative 
Roukema and Representative Pomeroy or 
their designee. 

The amendment offered by Representative 
Pallone or his designee. 

The amendment offered by Representative 
Davis and Representative Norton or their 
designee. 

The amendment offered by Representative 
Berman or his designee. 

The amendment offered by Representative 
Thurman or his designee . 

The amendment offered by Representative 
Becerra or his designee. 

The amendment offered by Representative 
Eshoo and Representative Pallone or their 
designee. 

The amendment offered by Representative 
Bentsen or his designee. 

AMENDMENTS TO H.R. 2014: BUDGET 
RECONCILIATION TAX ACT 

AMENDMENT RELATING TO TAX RECONCILI
ATION PROVISIONS OFFERED BY MR. 
MCDERMOTI' OF W ASiilNGTON 
Add at the end of subtitle F of title IX the 

following new section: 
SEC. 967. INCREASE OF STANDARD DEDUCTION 

FOR JOINT RETURNS TO END MAR· 
RIAGE PENALTY. 

(a) IN GENERAL.-Paragraph (2) of section 
63(c) (relating to basic standard deduction) is 
amended to read as follows: 

"(2) BASIC STANDARD DEDUCTION.-For pur
poses of paragraph (1), the basic standard de
duction is-

"(A) $8,500 in the case of
"(i) a joint return, or 
"(11) a surviving spouse (as defined in · sec

tion 2(a)), 
"(B) $6,250 in the case of a head of house

hold (as defined in section 2(b)), 
"(C) $4,250 in the case of an individual who 

is not married and who is not a surviving 
spouse or head of household, or 

"(D) $4,250 in the case of a married indi
vidual filing a separate return." 

(b) PHASEIN OF INCREASE.-Section 63(c) is 
amended by adding at the end the following 
new paragraph: 

"(7) 10-YEAR PHASEIN OF INCREASE IN STAND
ARD DEDUCTION FOR JOINT RETURNS.-

"(A) IN GENERAL.-In the case of any tax
able year beginning in a calendar year after 
1997 and before 2007, the basic standard de
duction under paragraph (2)(A) (determined 
after the application of paragraph (4)) shall 
not exceed the sum of-

"(i) the base amount, and 
"(ii) the applicable percentage of the ex

cess of-
"(I) twice the amount in effect under para

graph (2)(C) (determined after the applica
tion of paragraph (4)), over 

"(II) the base amount. 
"(B) APPLICABLE PERCENTAGE.- For pur

poses of this paragraph, the term 'applicable 

percentage' means the percentage deter
mined under the following table: 
"For t a xable years The applicable 

beginning in cal- percentage is-
endar year-
1998 ·· ···················· ···· ·· ············· ····· ···· 
1999 .............. . ........... ......... ... ........... . 
2000 .............................................. ... . 
2001 .................................. .............. . . 
2002 ........ .. ... ......... ... .. .. ............. ....... . 
2003 .. .. ....... .... .. ............... .... ... .......... . 
2004 ........... .... ......... .... ..... ................ . 
2005 .......... ... .. ................................. .. 
2006 .... ...... .. ........................ .. ... ....... .. 

10 
20 
30 
40 
50 
60 
70 
80 

90 ." 
"(C) BASE AMOUNT.- For purposes of this 

paragraph, the term 'base amount' means, 
for any taxable year, the amount which 
would apply for such year under paragraph 
(2)(A), as in effect on the day before the date 
of the enactment of the Revenue Reconcili
ation Act of 1997 (determined after the appli
cation of paragraph (4), as so in effect). 

"(D) STANDARD DEDUCTION FOR MARRIED IN
DIVIDUALS FILING SEPARATELY.-In the case of 
any taxable year beginning in a calendar 
year after 1997 and before 2007, the basic 
standarcl deduction under paragraph (2)(D) · 
(determined after the application of para
graph (4)) shall not exceed one-half of the 
amount in effect under paragraph (2)(A) for 
such taxable year (determined after the ap
plication of this paragraph and paragraph 
(4))." 

(b) INFLATION ADJUSTMENT.-Paragraph (4) 
of section 63(c) is amended to read as follows: 

"(4) ADJUS'l'MENTS FOR INFLATION.-
"(A) ADJUSTMENT OF BASIC STANDARD DE

DUCTION .-In the case of any taxable year be
ginning in a calendar year after 1998, each 
dollar amount contained in paragraph (2) 
shall be increased by an amount equal to-

"(i) such dollar amount, multiplied by 
"(11) the cost-of-living adjustment deter

mined under section l(f)(3) for the calendar 
year in which the taxable year begins by sub
stituting 'calendar year 1997' for 'calendar 
year 1992' in subparagraph (B) thereof. 

"(B) ADJUSTMENT OF OTHER AMOUNTS.-In 
the case of any taxable year beginning in a 
calendar year after 1988, each dollar amount 
contained in paragraph (5)(A) or subsection 
(f) shall be increased by an amount equal 
to-

"(i) such dollar amount, multiplied by 
"(ii) the cost-of-living adjustment deter

mined under section l(f)(3) for the calendar 
year in which the taxable year begins by sub
stituting 'calendar year 1987' for 'calendar 
year 1992' in subparagraph (B) thereof." 

(b) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31 , 1997. 

Strike section 312, part II of subtitle B of 
title III , and sections 403 and 1102 of the bill. 

AMENDMENT TO H.R. , AS REPORTED 
OFFERED BY MR. HINCHEY OF NEW YORK 

Strike section 403 (relating to repeal of ad
justment for depreciation under alternative 
minimum tax). 

Strike section 202(C) (relating to repeal of 
tax exemption for remitted tuition provided 
to children of university faculty and staff). 

Strike section 1055 (relating to repeal of 
tax exemption for pensions provided by 
Teachers Insurance and Annuity Association 
College Retirement Equity Fund). 

AMENDMENT TO THE RECONCILIATION 
PROVISIONS 

REPORTED BY THE COMMITTEE ON WAYS AND 
MEANS 

OFFERED BY MR. PETERSON OF MINNESOTA 
Strike all after the enacting clause and in

sert the following: 

SECTION 1. SHORT TITLE; AMENDMENT OF 1986 
CODE. 

(a) SHORT TITLE.-This Act may be cited as 
the " Revenue Reconciliation Act of 1997". 

(b) AMENDMENT OF 1986 CODE.-Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is ex
pressed in terms of an amendment to, or re
peal of, a section or other provision, the ref
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) TABLE OF CONTENTS.-
Sec. 1. Short title; amendment of 1986 Code. 
TITLE I-REDUCTION IN CAPITAL GAINS 
TAX FOR NONCORPORATE TAXPAYERS 

Sec. 101. Reduction in capital gains tax for 
noncorporate taxpayers. 

Sec. 102. One-time exclusion of gain on sale 
of principal residence increased 
and allowable without regard to 
age of taxpayer. 

TITLE II- INCREASE IN UNIFIED ESTATE 
AND GIFT TAX CREDIT 

Sec. 201. Increase in unified estate and gift 
tax credit. 

Sec. 202. Family-owned business exclusion. 
TITLE III-CHILD TAX CREDIT 

Sec. 301. Child tax credit. 
TITLE IV- INCENTIVES FOR HIGHER 

EDUCATION 
Sec. 401. Credit for higher education ex

penses. 
Sec. 402. Deduction for higher education ex

penses. 
TITLE V- EXTENSION AND MODIFICA

TION OF AIRPORT AND AIRWAY TRUST 
FUND TAXES 

Sec. 501. Extension and modification of Air
port and Airway Trust Fund 
taxes. 

TITLE VI- ENFORCING REVENUE 
TARGETS 

Sec. 601. Estimates of necessity to suspend 
revenue reductions. 

Sec. 602. Suspension of child tax credit and 
increases in unified estate and 
gift tax credit if revenue tar
gets not met. 

TITLE I-REDUCTION IN CAPITAL GAINS 
TAX FOR NONCORPORATE TAXPAYERS 

SEC. 101. REDUCTION IN CAPITAL GAINS TAX FOR 
NONCORPORATE TAXPAYERS. 

(a) GENERAL RULE.-Part I of subchapter p 
of chapter 1 (relating to treatment of capital 
gains) is amended by adding at the end 
thereof the following new section: 
"SEC. 1203. REDUCTION IN CAPITAL GAINS TAX 

FOR NONCORPORATE TAXPAYERS. 
"(a) IN GENERAL.-If a taxpayer other than 

a corporation has a net capital gain for any 
taxable year, there shall be allowed as a de
duction an amount equal to the sum of-

"(1) 50 percent of the qualified 5-year cap
ital gain, 

"(2) 40 percent of the qualified 4-year cap
ital gain, 

"(3) 30 percent of the qualified 3-year cap
ital gain, 

"(4) 20 percent of the qualified 2-year cap
ital gain, pl us 

"(5) 10 percent of the net capital gain, re
duced by the sum of the amounts taken into 
account under the preceding paragraphs. 

"(b) DEFINITIONS.- For purposes of this sec
tion-

"(l) QUALIFIED 5-YEAR CAPITAL GAIN.-The 
term 'qualified 5-year capital gain' means 
the lesser of-

"(A) the amount of long-term capital gain 
which would be computed for the taxable 
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year if only gain from the sale or exchange 
of property held by the taxpayer for more 
than 5 years were taken in to account, or 

"(B) the net capital gain. 
"(2) QUALIFIED 4-YEAR CAPITAL GAIN.- The 

term 'qualified 4-year capital gain' means 
the lesser of-

" (A) the amount of long-term capital gain 
which would be computed for the taxable 
year if only gain from the sale or exchange 
of property held by the taxpayer for more 
than 4 years but not more than 5 years were 
taken in to account, or 

"(B) the net capital gain reduced by the 
qualified 5-year capital gain. 

"(3) QUALIFIED 3-YEAR CAPITAL GAIN.-The 
term 'qualified 3-year capital gain' means 
the lesser of-

" (A) the amount of long-term capital gain 
which would be computed for the taxable 
year if only gain from the sale or exchange 
of property held by the taxpayer for more 
than 3 years but not more than 4 years were 
taken into account, or 

"(B) the net capital gain reduced by the 
qualified 5-year capital gain and the quali
fied 4-year gain. 

"(4) QUALIFIED 2-YEAR CAPITAL GAIN.-The 
term 'qualified 2-year capital gain' means 
the lesser of-

"(A) the amount of long-term capital gain 
which would be computed for the taxable 
year if only gain from the sale or exchange 
of property held by the taxpayer for more 
than 2 years but not more than 3 years were 
taken into account, or 

"(B) the net capital gain reduced by the 
qualified 5-year capital gain, the qualified 4-
year capital gain, and the qualified 3-year 
capital gain. 

"(c) ESTATES AND TRUSTS.-In the case of 
an estate or trust, the deduction under this 
section shall be computed by excluding the 
portion (if any) of the gains for the taxable 
year from sales or exchanges of capital as
sets which, under sections 652 and 662 (relat
ing to inclusions of amounts in gross income 
of beneficiaries of trusts), is includible by 
the income beneficiaries as gain derived 
from the sale or exchange of capital assets. 

"(d) SPECIAL RULES FOR COLLECTIBLES.
"(1) IN GENERAL.-Solely for purposes of 

this section, any gain or loss from the sale or 
exchange of a collectible shall be treated as 
a short-term capital gain or loss (as the case 
may be), without regard to the period such 
asset was· held. The preceding sentence shall 
apply only to the extent the gain or loss is 
taken into account in computing taxable in
come. 

"(2) TREATMENT OF CERTAIN SALES OF IN
TEREST IN PARTNERSHIP, ETC.-For purposes 
of paragraph (1), any gain from the sale or 
exchange of an interest in a partnership, S 
corporation, or trust which is attributable to 
unrealized appreciation in the value of col
lectibles held by such entity shall be treated 
as gain from the sale or exchange of a col
lectible. Rules similar to the rules of section 
751(f) shall apply for purposes of the pre
ceding sentence. 

"(3) COLLECTIBLE.-For purposes of this 
subsection, the term 'collectible means any 
capital asset which is a collectible (as de
fined in section 408(m) without regard to 
paragraph (3) thereof). 

"(e) TRANSITION RULES.-
"(l) GAIN MUST BE FOR PERIODS ON OR AFTER 

MAY 6, 1997.-Gain may be taken into account 
under subsection (a) only if such gain is 
properly taken into account on or after May 
6, 1997. 

"(2) SPECIAL RULE FOR PASS-THRU ENTI
TIES.-

"(A) IN GENERAL.-In ·applying this sub
section with respect to any pass-thru entity, 
the determination of when gain is properly 
taken into account shall be made at the enti
ty level. 

"(B) PASS-THRU ENTITY DEFINED.-For pur
poses of subparagraph (A), the term 'pass
thru entity' means-

"(i) a regulated investment company, 
"(ii) a real estate investment trust, 
"(iii) an S corporation, 
"(iv) a partnership, 
"(v) an estate or trust, and 
"(vi) a common trust fund. 
"(f) TREATMENT OF RECAPTURE OF NET OR

DINARY Loss UNDER SECTION 1231.-For pur
poses of this section, if any amount is treat
ed as ordinary income under section 1231(c) 
for any taxable year-

" (I) the amount so treated shall be allo
cated proportionately among the section 1231 
gains (as defined in section 123l(a)) for such 
taxable year, and 

" (2) the amount so allocated to any such 
gain shall reduce the amount of such gain." 

(b) TREATMENT OF CERTAIN PASS-THRU EN
TITIES.-

(1) CAPITAL GAIN DIVIDENDS OF REGULATED 
INVESTMENT COMPANIES.-

(A) Subparagraph (B) of section 852(b)(3) is 
amended to read as follows: 

"(B) TREATMENT OF CAPITAL GAIN DIVIDENDS 
BY SHAREHOLDERS.-A capital gain dividend 
shall be treated by the shareholders as gain 
from the sale or exchange of a capital asset 
held for more than 1 year but not more than 
2 years; except that--

' (i) the portion of any such dividend des
ignated by the company as allocable to 
qualified 5-year capital gain of the company 
shall be treated as gain from the sale or ex
change of a capital asset held for more than 
5 years, 

"(ii) the portion of any such dividend des
ignated by the company as allocable to 
qualified 4-year capital gain of the company 
shall be treated as gain from the sale or ex
change of a capital asset held for more than 
4 years but not more than 5 years, 

"(iii) the portion of any such dividend des
ignated by the company as allocable to 
qualified 3-year capital gain of the company 
shall be treated as gain from the sale or ex
change of a capital asset held for more than 
3 years but not more than 4 years, and 

" (iv) the portion of any such dividend des
ignated by the company as allocable to 
qualified 2-year capital gain of the company 
shall be treated as gain from the sale or ex
change of a capital asset held for more than 
2 years but not more than 3 years. 
Rules similar to the rules of subparagraph 
(C) shall apply to any designation under this 
subparagraph." 

(B) Clause (i) of section 85l(b)(3)(D) is 
amended by adding at the end thereof the 
following new sentence: "Rules similar to 
the rules of subparagraph (B) shall apply in 
determining character of the amount to be 
so included by any such shareholder." 

(2) CAPITAL GAIN DIVIDENDS OF REAL ESTATE 
INVESTMENT TRUSTS.-Subparagraph (B) of 
section 857(b)(3) is amended to read as fol
lows: 

"(B) TREATMENT OF CAPITAL GAIN DIVIDENDS 
BY SHAREHOLDERS.-A capital gain dividend 
shall be treated by the shareholders or hold
ers of beneficial interests as gain from the 
sale or exchange of a capital asset held for 
more than 1 year but not more than 2 years; 
except that--

"(i) the portion of any such dividend des
ignated by the real estate investment trust 
as allocable to qualified 5-year capital gain 

of the trust shall be treated as gain from the 
sale or exchange of a capital asset held for 
more than 5 years, 

"(ii) the portion of any such dividend des
ignated by the trust as allocable to qualified 
4-year capital gain of the trust shall be 
treated as gain from the sale or exchange of 
a capital asset held for more than 4 years but 
not more than 5 years, 

"(iii) the portion of any such dividend des
ignated by the trust as allocable to qualified 
3-year capital gain of the trust shall be 
treated as gain from the sale or exchange of 
a capital asset held for more than 3 years but 
not more than 4 years, and 

"(iv) the portion of any such dividend des
ignated by the trust as allocable to qualified 
2-year capital gain of the trust shall be 
treated as gain from the sale or exchange of 
a capital asset held for more than 2 years but 
not more than 3 years. 
Rules similar to the rules of subparagraph 
(C) shall apply to any designation under this 
subparagraph .'' 

(3) COMMON TRUST FUNDS.-Subsection (c) 
of section 584 is amended-

(A) by inserting "not more than 2 years" 
after "1 year" each place it appears in para
graph (2), 

(B) by striking " and" at the end of para
graph (2), and 

(C) by redesignating paragraph (3) as para
graph (7) and inserting after paragraph (2) 
the following new paragraphs: 

"(3) as part of its gains and losses from 
sales or exchanges of capital assets held for 
more than 2 years but less than 3 years, its 
proportionate share of the gains and losses of 
the common trust fund from sales or ex
changes of capital assets held for more than 
2 years but not more than 3 years, 

"(4) as part of its gains and losses from 
sales or exchanges of capital assets held for 
more than 3 years but less than 4 years, its 
proportionate share of the gains and losses of 
the common trust fund from sales or ex
changes of capital assets held for more than 
3 years but not more than 4 years, 

"(5) as part of its gains and losses from 
sales or .exchanges of capital assets held for 
more than 4 years but less than 5 years, its 
proportionate share of the gains and losses of 
the common trust fund from sales or ex
changes of capital assets held for more than 
4 years but not more than 5 years, 

"(6) as part of its gains and losses from 
sales or exchanges of capital assets held for 
more than 5 years, its proportionate share of 
the gains and losses of the common trust 
fund from sales or exchanges of capital as
sets held for more than 5 years, and". 

(c) REPEAL OF MAXIMUM RATE OF TAX ON 
CAPITAL GAINS.-Section 1 is amended by 
striking subsection (h). 

(d) CONFORMING AMENDMENTS.-
(!) Section 62(a) is amended by inserting 

after paragraph (18) the following new para
graph: 

"(19) CAPITAL GAINS DEDUCTION.-The de
duction allowed by section 1203." 

(2) Clause (ii) of section 163(d)( 4)(B) is 
amended by inserting ", reduced by the 
amount of any deduction allowable under 
section 1203 attributable to gain from such 
property" after " investment". 

(3) Section l 70(e)(l)(B) is amended by in
serting "(or, in the case of a taxpayer other 
than a corporation, the percentage of such 
gain equal to 100 percent minus the percent
age applicable to of such gain under section 
1203(a))" after " the amount of gain". 

(4)(A) Section 172(d)(2) (relating to modi
fications with respect to net operating loss 
deduction) is amended to read as follows: 
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"(2) CAPITAL GAINS AND LOSSES OF TAX

PAYERS OTHER THAN CORPORATIONS.-ln the 
case of a taxpayer other than a corporation-

"(A) the amount deductible on account of 
losses from sales or exchanges of capital as
sets shall not exceed the amount includible 
on account of gains from sales or exchanges 
of capital assets; and 

"(B) the deduction provided by section 1203 
shall not be allowed.'' 

(B) Subparagraph (B) of section 172(d)(4) is 
amended by inserting", (2)(B)," after "para
graph (1)". 

(5)(A) Section 221 (relating to cross ref
erence) is amended to read as follows: 
"SEC. 221. CROSS REFERENCES. 

"(1) For deduction for net capital gains in 
the case of a taxpayer other than a corpora
tion, see section 1203. 

"(2) For deductions in respect of a dece
dent, see section 691." 

(B) The table of sections for part VIT of 
subchapter B of chapter 1 is amended by 
striking "reference" in the item relating to 
section 221 and inserting "references". 

(6) Paragraph (4) of section 642(c) is amend
ed to read as follows: 

"(4) ADJUSTMENTS.-To the extent that the 
amount otherwise allowable as a deduction 
under this subsection consists of gain from 
the sale or exchange of capital assets held 
for more than 1 year, proper adjustment 
shall be made for any deduction allowable to 
the estate or trust under section 1203 (relat
ing to deduction for net capital gain). In the 
case of a trust, the deduction allowed by this 
subsection shall be subject to section 681 (re
lating to unrelated business income)." 

(7) Paragraph (3) of section 643(a) is amend
ed by adding at the end thereof the following 
new sentence: "The deduction under section 
1203 (relating to deduction for net capital 
gain) shall not be taken into account." 

(8) Paragraph (4) of section 691(c) is amend
ed by striking "1201, and 1211" and inserting 
"1201, 1203, and 1211". 

(9) The second sentence of paragraph (2) of 
section 871(a) is amended by inserting "such 
gains and losses shall be determined without 
regard to section 1203 (relating to deduction 
for net capital gain) and" after "except 
that". 

(10) Section 1402(i)(l) is amended to read as 
follows: 

"(l) IN GENERAL.-ln determining the net 
earnings from self-employment of any op
tions dealer or commodities dealer-

"(A) notwithstanding subsection (a)(3)(A), 
there shall not be excluded any gain or loss 
(in the normal course of the taxpayer's ac
tivity of dealing in or trading section 1256 
contracts) from section 1256 contracts or 
property related to such contracts, and 

"(B) the deduction provided by section 1203 
shall not apply." 

(ll)(A) Subparagraph (A) of section 
7518(g)(6) is amended by striking the last sen
tence and inserting the following: " With re
spect to any portion of any nonqualified 
withdrawal made out of the capital gain ac
count during any taxable year, the rate of 
tax taken into account under the preceding 
sentence in the case of a taxpayer other than 
a corporation shall not exceed 19.8 percent 
(or, in the case of a corporation, 35 per
cent).", 

(B) Subparagraph (A) of section 607(h)(6) of 
the Merchant Marine Act, 1936, is amended 
by striking the last sentence and inserting 
the following: "With respect to any portion 
of any nonqualified withdrawal made out of 
the capital gain account during any taxable 
year, the rate of tax taken into account 
under the preceding sentence in the case of a 

taxpayer other than a corporation shall not 
exceed 19.8 percent (or, in the case of a cor
poration, 35 percent)." 

(e) CLERICAL AMENDMENT.- The table of 
sections for part I of subchapter P of chapter 
1 is amended by adding at the end thereof 
the following new item: 

"Sec. 1203. Reduction in capital gains tax for 
noncorporate taxpayers." 

(f) EFFECTIVE DATES.-The amendments 
made by this section shall apply to taxable 
years ending after May 6, 1997. 
SEC. 102. ONE-TIME EXCLUSION OF GAIN ON 

SALE OF PRINCIPAL RESIDENCE IN
CREASED AND ALLOWABLE WITH· 
OUT REGARD TO AGE OF TAXPAYER. 

(a) EXCLUSION ALLOWABLE WI'l'HOUT RE
GARD TO AGE OF TAXPAYER.-The section 
heading and subsection (a) of section 121 are 
amended to read as follows: 
"SEC. 121. ONE·TIME EXCLUSION OF GAIN FROM 

SALE OF PRINCIPAL RESIDENCE BY 
INDIVIDUAL. 

"(a) GENERAL RULE.-At the election of the 
taxpayer, gross income does not include gain 
from the sale or exchange of property if, dur
ing the 5-year period ending on the date of 
the sale or exchange, such property has been 
owned and used by the taxpayer as the tax
payer's principal residence for periods aggre
gating 3 years or more." 

(b) INCREASE IN LIMITATION.-
(!) IN GENERAL.-Paragraph (1) of section 

121(b) is amended by striking "$125,000 
($62,500" and inserting "$250,000 ($125,000". 

(2) ADDITIONAL ELECTION PERMITTED.- Para
graph (3) of section 121(b) is amended to read 
as follows: 

"(3) ADDITIONAL ELECTION IF PRIOR SALE 
WAS MADE BEFORE JANUARY l, 1998.-ln the 
case of any sale or exchange on or after Jan
uary 1, 1998, this section shall be applied by 
not taking into account any election made 
with respect to a sale or exchange before 
such date; except that the dollar limitation 
applicable under paragraph (1) shall be re
duced by the aggregate amount excluded 
under this section on all prior sales and ex
changes of the taxpayer." 

(C) CONFORMING AMENDMENTS.-
(!) Paragraph (1) of section 121(d) is amend

ed by striking " age, holding, and use" each 
place it appears and inserting "holding and 
use". 

(2) Paragraphs (2), (3), and (9) of section 
121(d) are each amended by striking "sub
section (a)(2)" each place it appears and in
serting "subsection (a)". 

(3) Sections 1033(k)(3), 1034(1), 1038(e)(l)(A), 
1250(d)(7)(B), and 6012(c) are each amended by 
striking " who has attained age 55". 

(4) The table of sections for part III of sub
chapter B of chapter 1 is amended by strik
ing the item relating to section 121 and in
serting the following: 

" Sec. 121. One-time exclusion of gain from 
sale of principal residence by 
individual." 

(d) E FFECTIVE DATE.-The amendments 
made by this section shall apply to sales and 
exchanges after December 31, 1997. 
TITLE II-INCREASE IN UNIFIED ESTATE 

AND GIFT TAX CREDIT 
SEC. 201. INCREASE IN UNIFIBD ESTATE AND 

GIF'f TAX CREDIT. 

(a) E STATE TAX CREDIT.-
(!) Subsection (a) of section 2010 (relating 

to unified credit against estate tax) is 
amended by striking " $192,800" and inserting 
" the applicable credit amount". 

(2) Section 2010 is amended by redesig
nating subsection (c) as subsection (d) and by 

inserting after subsection (b) the following 
new subsection: 

"(c) APPLICABLE CREDIT AMOUNT.- For pur
poses of this section, the applicable credit 
amount is the amount of the tentative tax 
which would be determined under the rate 
schedule set forth in section 2001(c) if the 
amount with respect to which such tentative 
tax is to be computed were the applicable ex
clusion amount determined in accordance 
with the following table: 
"In the case of estates 

of decedents dying, 
and gifts made, 
during: 

1998 ...................... .... . 
1999 .......................... . 
2000 .......................... . 
2001 .......................... . 
2002 .......................... . 
2003 .......................... . 
2004 or thereafter ..... . 

The applicable 

exclusion 
amount is: 

$ 700,000 
$ 800,000 
$ 850,000 
$ 900,000 
$1,000,000 
$1,100,000 

$1,200,000." 
(b) UNIFIED GIFT TAX CREDIT.-Paragraph 

(1) of section 2505(a) is amended by striking 
"$192,800" and inserting "the applicable cred
it amount under section 2010(c)". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to the es
tates of decedents dying, and gifts made, 
after December 31, 1997. 
SEC. 202. FAMILY-OWNED BUSINESS EXCLUSION. 

(a) IN GENERAL.-Part Ill of subchapter A 
of chapter 11 (relating to gross estate) is 
amended by inserting after section 2033 the 
following new section: 
"SEC. 2033A FAMILY-OWNED BUSINESS EXCLU· 

SION. 
"(a) IN GENERAL.-ln the case of an estate 

of a decedent to which this section applies, 
the value of the gross estate shall not in
clude the lesser of-

"(l) the adjusted value of the qualified 
family-owned business interests of the dece
dent otherwise includible in the estate, or 

"(2) $1,000,000. 
"(b) ESTATES TO WHICH SECTION APPLIES.
"(!) IN GENERAL.-This section shall apply 

to an estate if-
' '(A) the decedent was (at the date of the 

decedent's death) a citizen or resident of the 
United States, 

"(B) the sum of-
"(i) the adjusted value of the qualified 

family-owned business interests described in 
paragraph (2), plus 

"(11) the amount of the gifts of such inter
ests determined under paragraph (3), 
exceeds 50 percent of the adjusted gross es
tate, and 

"(C) during the 8-year period ending on the 
date of the decedent's death there have been 
periods aggregating 5 years or more during 
which-

"(1) such interests were owned by the dece
dent or a member of the decedent's family, 
and 

"(ii) there was material participation 
(within the meaning of section 2032A(e)(6)) 
by the decedent or a member of the dece
dent 's family in the operation of the business 
to which such interests relate. 

"(2) INCLUDIBLE QUALIFIED FAMILY-OWNED 
BUSINESS INTERES'l'S.-The qualified family
owned business interests described in this 
paragraph are the interests which-

"(A) are included in determining the value 
of the gross estate (without regard to this 
section), and 

"(B) are acquired by any qualified heir 
from, or passed to any qualified heir from, 
the decedent (within the meaning of section 
2032A(e)(9)). 

"(3) INCLUDIBLE GIFTS OF INTERES'rS.-The 
amount of the gifts of qualified family-
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owned business interests determined under 
this paragraph is the excess of-

" (A) the sum of-
" (i) the amount of such gifts from the de

cedent to members of the decedent's family 
taken into account under subsection 
2001(b)(l)(B), plus 

" (ii) the amount of such gifts otherwise ex
cluded under section 2503(b), 
to the extent such interests are continuously 
held by members of such family (other than 
the decedent's spouse) between the date of 
the gift and the date of the decedent's death, 
over 

"(B) the amount of such gifts from the de
cedent to members of the decedent's family 
otherwise included in the gross estate. 

"(c) ADJUSTED GROSS ESTATE.-For pur
poses of this section, the term 'adjusted 
gross estate' means the value of the gross es
tate (determined without regard to this sec
tion)-

" (1) reduced by any amount deductible 
under paragraph (3) or (4) of section 2053(a), 
and 

" (2) increased by the excess of
"(A) the sum of-
" (i) the amount of gifts determined under 

subsection (b)(3), plus 
"(ii) the amount (if more than de minimis) 

of other transfers from the decedent to the 
decedent's spouse (at the time of the trans
fer) within 10 years of the date of the dece
dent's death, plus 

" (iii) the amount of other gifts (not in
cluded under clause (i) or (ii)) from the dece
dent within 3 years of such date, other than 
gifts to members of the decedent's family 
otherwise excluded under section 2503(b), 
over 

"(B) the sum of the amounts described in 
clauses (i), (ii), and (iii) of subparagraph (A) 
which are otherwise includible in the gross 
estate. 
For purposes of the preceding sentence, the 
Secretary may provide that de minimis gifts 
to persons other than members of the dece
dent's family shall not be taken into ac
count. 

"(d) ADJUSTED VALUE OF THE QUALIFIED 
FAMILY-OWNED BUSINESS INTERESTS.-For 
purposes of this section, the adjusted value 
of any qualified family-owned business inter
est is the value of such interest for purposes 
of this chapter (determined without regard 
to this section), reduced by the excess of-

" (1) any amount deductible under para
graph (3) or (4) of section 2053(a), over 

"(2) the sum of-
"(A) any indebtedness on any qualified res

idence of the decedent the interest on which 
is deductible under section 163(h)(3), plus 

"(B) any indebtedness to the extent the 
taxpayer establishes that the proceeds of 
such indebtedness were used for the payment 
of educational and medical expenses of the 
decedent, the decedent's spouse, or the dece
dent's dependents (within the meaning of 
section 152), plus 

"(C) any indebtedness not described in 
clause (i) or (ii), to the extent such indebted
ness does not exceed $10,000. 

"(e) QUALIFIED FAMILY-OWNED BUSINESS IN
TEREST.-

"(1) IN GENERAL.- For purposes of this sec
tion, the term 'qualified family-owned busi
ness interest' means-

" (A) an interest as a proprietor in a trade 
or business carried on as a proprietorship, or 

" (B) an interest in an entity carrying on a 
trade or business, if-

" (i) at least-
" (!) 50 percent of such entity is owned (di

rectly or indirectly) by the decedent and 
members of the decedent's family, 

" (II) 70 percent of such entity is so owned 
by members of 2 families, or 

" (III) 90 percent of such entity is so owned 
by members of 3 families, and 

" (11) for purposes of subclause (II) or (III) of 
clause (i), at least 30 percent of such entity 
is so owned by the decedent and members of 
the decedent's family. 

" (2) LIMITATION.- Such term shall not in
clude-

" (A) any interest in a trade or business the 
principal place of business of which is not lo
cated in the United States, 

" (B) any interest in an entity, if the stock 
or debt of such entity or a controlled group 
(as defined in section 267(f)(l)) of which such 
entity was a member was readily tradable on 
an established securities market or sec
ondary market (as defined by the Secretary) 
at any time within 3 years of the date of the 
decedent's death, 

"(C) any interest in a trade or business not 
described in section 542(c)(2), if more than 35 
percent of the adjusted ordinary gross in
come of such trade or business for the tax
able year which includes the date of the de
cedent's death would qualify as personal 
holding company income (as defined in sec
tion 543(a)), 

" (D) that portion of an interest in a trade 
or business that is attributable to-

"(i) cash or marketable securities, or both, 
in excess of the reasonably expected day-to
day working capital needs of such trade or 
business, and 

"(ii) any other assets of the trade or busi
ness (other than assets used in the active 
conduct of a trade or business described in 
section 542(c)(2)), the income of which is de
scribed in section 543(a) or in subparagraph 
(B), (C), (D), or (E) of section 954(c)(l) (deter
mined by substituting 'trade or business ' for 
'controlled foreign corporation' ). 

"(3) RULES REGARDING OWNERSHIP.- , 
"(A) OWNERSHIP OF ENTITIES.-For purposes 

of paragraph (l)(B)-
"(i) CORPORATIONS.-Ownership of a cor

poration shall be determined by the holding 
of stock possessing the appropriate percent
age of the total combined voting power of all 
classes of stock entitled to vote and the ap
propriate percentage of the total value of 
shares of all classes of stock. 

"(ii) PARTNERSHIPS.-Ownership of a part
nership shall be determined by the owning of 
the appropriate percentage of the capital in
terest in such partnership. 

"(B) OWNERSHIP OF TIERED ENTITIES.-For 
purposes of this section, if by reason of hold
ing an interest in a trade or business, a dece
dent, any member of the decedent's family, 
any qualified heir, or any member of any 
qualified heir's family is treated as holding 
an interest in any other trade or business-

" (i) such ownership interest in the other 
trade or business shall be disregarded in de
termining if the ownership interest in the 
first trade or business is a qualified family
owned business interest, and 

"(ii) this section shall be applied sepa
rately in determining if such interest in any 
other trade or business is a qualified family
owned business interest. 

"(C) INDIVIDUAL OWNERSHIP RULES.- For 
purposes of this section, an interest owned, 
directly or indirectly, by or for an entity de
scribed in paragraph (l)(B) shall be consid
ered as being owned proportionately by or 
for the entity's shareholders, partners, or 
beneficiaries. A person shall be treated as a 
beneficiary of any trust only if such person 
has a present interest in such trust. 

"(f) TAX TREATMENT OF FAILURE TO MATE
RIALLY PARTICIPATE IN BUSINESS OR DISPOSI
TIONS OF INTERESTS.-

" (l) IN GENERAL.-There is imposed an ad
ditional estate tax if, within 10 years after 
the date of the decedent's death and before 
the date of the qualified heir's death-

" (A) the material participation require
ments described in section 2032A(c)(6)(B) are 
not met with respect to the qualified family
owned business interest which was acquired 
(or passed) from the decedent, 

" (B) the qualified heir disposes of any por
tion of a qualified family-owned business in
terest (other than by a disposition to a mem
ber of the qualified heir's family or through 
a qualified conservation contribution under 
section 170(h)), 

" (C) the qualified heir loses United States 
citizenship (within the meaning of section 
877) or with respect to whom an event de
scribed in subparagraph (A) or (B) of section 
877(e)(l) occurs, and such heir does not com
ply with the requirements of subsection (g), 
or 

"(D) the principal place of business of a 
trade or business of the qualified family
owned business interest ceases to be located 
in the United States. 

" (2) ADDITIONAL ESTATE TAX.-
" (A) IN GENERAL.-The amount of the addi

tional estate tax imposed by paragraph (1) 
shall be equal to-

" (i) the applicable percentage of the ad
justed tax difference attributable to the 
qualified family-owned business interest (as 
determined under rules similar to the rules 
of section 2032A(c)(2)(B)), plus 

"(ii) interest on the amount determined 
under clause (i) at the underpayment rate es
tablished under section 6621 for the period 
beginning on the date the estate tax liability 
was due under this chapter and ending on the 
date such additional estate tax is due. 

"(B) APPLICABLE PERCENTAGE.-For pur
poses of this paragraph, the applicable per
centage shall be determined under the fol
lowing table: 

"If the event 
described in 
paragraph (1) 
occurs in the 
following year 
of material 
participation 

The applicable 
percentage 

1through6 .... ........ ... ... ... ....... .. ... ... . . 
7 ..... .......................................... ...... . 
8 .... ..... .............................. ............. . . 
9 .... ...... . .. ........................................ . 

10 ······ ··· ·········· ··· ···· ··· ·········· ··········· ··· 

is: 
100 
80 
60 
40 
20. 

" (g) SECURITY REQUIREMENTS FOR NONCIT
IZEN QUALIFIED HEIRS.-

"(l) IN GENERAL.-Except upon the applica
tion of subparagraph (F) or (M) of subsection 
(h)(3), if a qualified heir is not a citizen of 
the United States, any interest under this 
section passing to or acquired by such heir 
(including any interest held by such heir at 
a time described in subsection (f)(l)(C)) shall 
be treated as a qualified family-owned busi
ness interest only if the interest passes or is 
acquired (or is held) in a qualified trust. 

"(2) QUALIFIED TRUST.-The term 'qualified 
trust' means a trust-

" (A) which is organized under, and gov
erned by, the laws of the United States or a 
State, and 

" (B) except as otherwise provided in regu
lations, with respect to which the trust in
strument requires that at least 1 trustee of 
the trust be an individual citizen of the 
United States or a domestic corporation. 

" (h) OTHER DEFINITIONS AND APPLICABLE 
RULES.-For purposes of this section-

" (1) QUALIFIED HEIR.-The term 'qualified 
heir'-
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"(A) has the meaning given to such term 

by section 2032A(e)(l), and 
"(B) includes any active employee of the 

trade or business to which the qualified fam
ily-owned business interest relates if such 
employee has been employed by such trade 
or business for a period of at least 10 years 
before the date of the decedent's death. 

"(2) MEMBER OF THE FAMILY.-The term 
'member of the family' has the meaning 
given to such term by section 2032A(e)(2). 

"(3) APPLICABLE RULES.-Rules similar to 
the following rules shall apply: 

"(A) Section 2032A(b)(4) (relating to dece
dents who are retired or disabled). 

"(B) Section 2032A(b)(5) (relating to special 
rules for surviving spouses). 

"(C) Section 2032A(c)(2)(D) (relating to par
tial dispositions). 

"(D) Section 2032A(c)(3) (relating to only 1 
additional tax imposed with respect to any 1 
portion). 

"(E) Section 2032A(c)(4) (relating to due 
date). 

"(F) Section 2032A(c)(5) (relating to liabil
ity for tax; furnishing of bond). 

"(G) Section 2032A(c)(7) (relating to no tax 
if use begins within 2 years; active manage
ment by eligible qualified heir treated as 
material participation). 

"(H) Section 2032A(e)(10) (relating to com
munity property). 

"(I) Section 2032A(e)(14) (relating to treat
ment of replacement property acquired in 
section 1031 or 1033 transactions). 

"(J) Section 2032A<D (relating to statute of 
lHnitations). 

"(K) Section 6166(b)(3) (relating to farm
houses and certain other structures taken 
into account). 

"(L) Subparagraphs (B), (C), and (D) of sec
tion 6166(g)(l) (relating to acceleration of 
payment). 

"(M) Section 6324B (relating to special lien 
for additional estate tax). 

"(4) COORDINATION WITH OTHER ESTATE TAX 
BENEFITS.-If there is a reduction in the 
value of the gross estate under this section

"(A) the dollar limitation applicable under 
section 2032A(a)(2), and 

"(B) the $1,000,000 amount under section 
66010)(3) (as adjusted), 
shall each be reduced (but not below zero) by 
the amount of such reduction. " . 

(b) CLERICAL AMENDMENT.-The table of 
sections for part III of subchapter A of chap
ter 11 is amended by inserting after the i tern 
relating to section 2033 the following new 
item: 

"Sec. 2033A. Family-owned business exclu
sion.". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to estates of 
decedents dying after December 31, 1997. 

TITLE III-CHILD TAX CREDIT 
SEC. 301. CHILD TAX CREDIT. 

(a) IN GENERAL.-Subpart A of part IV of 
subchapter A of chapter 1 (relating to non
refundable personal credits) is amended by 
inserting after section 23 the following new 
section: 
"SEC. 24. CHILD TAX CREDIT. 

"(a) IN GENERAL.- Subpart A of part IV of 
subchapter A of chapter 1 (relating to non
refundable personal credits) is amended by 
inserting after section 23 the following new 
section: 
'SEC. 24. CHILD TAX CREDIT. 

'(a) ALLOWANCE OF CREDIT.-
'(l) IN GENERAL.-In the case of an indi

vidual, there shall be allowed as a credit 
against the tax imposed by this chapter for 

the taxable year an amount equal to $500 
multiplied by the number of eligible children 
of the taxpayer for the taxable year. 

'(2) PHASE-IN OF CREDIT.-In the case of tax
able years beginning after December 31, 1996, 
and before January 1, 2000, paragraph (1) 
shall be applied by substituting '$300' for 
'$500' . 

'(b) PHASEOUT OF CREDIT.-
'(1) IN GENERAL.-The amount of the credit 

allowed under subsection (a) shall be reduced 
(but not below zero) by the amount deter
mined under paragraph (2). 

'(2) AMOUNT OF REDUCTION.-The amount 
determined under this paragraph equals the 
amount which bears the same ratio to the 
credit (determined without regard to this 
subsection) as-

' (A) the excess of-
'(i) the taxpayer's adjusted gross income 

for such taxable year, over 
'(ii) $60,000, bears to 
'(B) $15,000. 

Any amount determined under this para
graph which is not a multiple of $10 shall be 
rounded to the next lowest $10. 

'(3) ADJUSTED GROSS INCOME.-For purposes 
of this subsection, adjusted gross income of 
any taxpayer shall be increased by any 
amount excluded from gross income under 
section 911, 931, or 933. 

'(c) ELIGIBLE CHILD.- For purposes of this 
section, the term 'eligible child' means any 
child (as defined in section 151(c)(3)) of the 
taxpayer-

'(1) who has not attained age 13 as of the 
close of the calendar year in which the tax
able year of the taxpayer begins, 

'(2) who is a dependent of the taxpayer 
with respect to whom the taxpayer is al
lowed a deduction under section 151 for such 
taxable year. and 

'(3) whose TIN is included on the tax
payer's return for such taxable year. 

'(d) SPECIAL RULES.-
'(l) AMOUNT OF CREDIT MAY BE DETERMINED 

UNDER TABLES.-The amount of the credit al
lowed by this section may be determined 
under tables prescribed by the Secretary. 

'(2) CERTAIN OTHER RULES APPLY.-Rules 
similar to the rules of subsections (c)(l)(E) 
and (F), (d), and (e) of section 32 shall apply 
for purposes of this section.' " 

(b) CLERICAL AMENDMENT.- The table of 
sections for subpart A of part IV of sub
chapter A of chapter 1 is amended by insert
ing after the item relating to section 23 the 
following new item: 
"Sec. 24. Families with young children." 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1996. 

(2) The table of sections for subpart A of 
part IV of subchapter A of chapter 1 is 
amended by inserting after the item relating 
to section 23 the following new item: 

"Sec. 24. Child tax credit." 
(d) EFFECTIVE DATE.-The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 1997. 

TITLE IV-INCENTIVES FOR HIGHER 
EDUCATION 

SEC. 401. CREDIT FOR HIGHER EDUCATION EX· 
PEN SES. 

(a) IN GENERAL.-Subpart A of part IV of 
subchapter A of chapter 1 (relating to non
refundable personal credits) is amended by 
inserting after section 24 the following new 
section: 
"SEC. 24. IDGHER EDUCATION TUITION AND 

FEES. 
"(a) ALLOWANCE OF CREDIT.- In the case of 

an individual, there shall be allowed as a 

credit against the tax imposed by this chap
ter for the taxable year the amount of quali
fied higher education expenses paid by the 
taxpayer during such taxable year for edu
cation furnished during any academic period 
beginning in such year. 

"(b) LIMITATIONS.-The amount allowed as 
a credit under subsection (a) for any taxable 
year with respect to the qualified higher edu
cation expenses of any 1 individual shall not 
exceed $1 ,500. 

"(2) CREDIT ALLOWED ONLY FOR 2 TAXABLE 
YEARS.-No credit shall be allowed under 
subsection (a) for a taxable year with respect 
to the qualified higher education expenses of 
an individual unless the taxpayer elects to 
have this section apply with respect to such 
individual for such year. An election under 
this paragraph shall not take effect with re
spect to an individual for any taxable year if 
an election under this paragraph (by the tax
payer or any other individual) is in effect 
with respect to such individual for any 2 
prior taxable years. 

"(3) CREDIT ALLOWED FOR YEAR ONLY IF IN
DIVIDUAL IS AT LEAST V2 TIME STUDENT FOR 
PORTION OF YEAR.-No credit shall be allowed 
under subsection (a) for a taxable year with 
respect to the qualified higher education ex
penses of an individual unless such indi
vidual is an eligible student for at least one 
academic period which begins during such 
year. 

"(4) CREDIT ALLOWED ONLY FOR FIRST TWO 
YEARS OF POSTSECONDARY EDUCATION.-No 
credit shall be allowed under subsection (a) 
for a taxable year with respect to the quali
fied higher education expenses of an indi
vidual if the individual has completed (be
fore the beginning of such taxable year) the 
first 2 years of postsecondary education at 
an institution of higher education. 

"(c) LIMITATION BASED ON MODIFIED AD
JUSTED GROSS INCOME.-

"(l) IN GENERAL.-The amount which would 
(but for this subsection) be taken into ac
count under subsection (a) for the taxable 
year shall be reduced (but not below zero) by 
the amount determined under paragraph (2) . 

"(2) AMOUNT OF REDUCTION.- The amount 
determined under this paragraph is the 
amount which bears the same ratio to the 
amount which would be so taken into ac
count as-

"(A) the excess of-
' '(i) the taxpayer's modified adjusted gross 

income for such taxable year, over 
"(ii) $50,000 ($80,000 in the case of a joint re

turn), bears to 
"(B) $20,000. 
"(3) MODIFIED ADJUSTED GROSS INCOME.

The term 'modified adjusted gross income' 
means the adjusted gross income of the tax
payer for the taxable year-

"(A) determined without regard to section 
221, and 

"(B) increased by any amount excluded 
from gross income under section 911, 931, or 
933. 

"(d) DEFINITIONS.-For purposes of this sec
tion-

"(l) QUALIFIED HIGHER EDUCATION EX
PENSES.-

"(A) IN GENERAL.- The term 'qualified 
higher education expenses' means tuition 
and fees required for the enrollment or at
tendance of-

"(i) the taxpayer, 
"(ii) the taxpayer's spouse, or 
"(iii) any dependent of the taxpayer with 

respect to whom the taxpayer is allowed a 
deduction under section 151, 
at an institution of higher education. 
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" (B) EXCEPTION FOR EDUCATION INVOLVING 

SPORTS, ETC.- Such term does not include ex
penses with respect to any course or other 
education involving sports, games, or hob
bies, unless such course or other education is 
part of the individual 's degree program. 

" (C) EXCEPTION FOR NONACADEMIC FEES.
Such term does not include student activity 
fees, athletic fees, insurance expenses, or 
other expenses unrelated to an individual's 
academic course of instruction. 

" (2) INSTITUTION OF HIGHER EDUCATION.
The term 'institution of higher education' 
means an institution-

" (A) which is described in section 481 of the 
Higher Education Act of 1965 (20 U.S.C. 1088), 
as in effect on the date of the enactment of 
this section, and 

" (B) which is eligible to participate in a 
program under title IV of such Act. 

" (3) ELIGIBLE STUDENT.- The term 'eligible 
student' means , with respect to any aca
demic period, a student who-

" (A) meets the requirements of section 
484(a)(l) of the Higher Education Act of 1965 
(20 U.S.C. 1091(a)(l)), as in effect on the date 
of the enactment of this section, and 

" (B) is carrying at least 1h the normal full
time work load for the course of study the 
student is pursuing. 

"(4) OTHER TERMS RELATING TO THE HIGHER 
EDUCATION ACT.-The following terms shall 
have the meanings prescribed in regulations 
under section 481(g) of the Higher Education 
Act of 1965 (20 U.S.C. 1088(g)), as added by the 
Student Financial Aid Improvements Act of 
1997: 

"(A) Academic period. 
" (B) Normal full-time workload. 
"(C) First two years of postsecondary edu

cation. 
"(D) Job skills and new job skills. 
" (e) TREATMENT OF EXPENSES PAID BY DE

PENDENT.-If a deduction under section 151 
with respect to an individual is allowed to 
another taxpayer for a taxable year begin
ning in the calendar year in which such indi
vidual's taxable year begins-

"(l) no credit shall be allowed under sub
section (a) to such individual for such indi
vidual's taxable year, and 

" (2) qualified higher education expenses 
paid by such individual during such individ
ual's taxable year shall be treated for pur
poses of this section as paid by such other 
taxpayer. 

" (f) TREATMENT OF CERTAIN PREPAY
MENTS.- If qualified higher education ex
penses are paid by the taxpayer during a tax
able year for an academic period which be
gins during the first 3 months following such 
taxable year, such academic period shall be 
treated for purposes of this section as begin
ning during such taxable year. 

"(g) SPECIAL RULES.-
" (l) DENIAL OF CREDIT IF INDIVIDUAL CON

VICTED OF DRUG OFFENSE.-No credit shall be 
allowed under subsection (a) with respect to 
the qualified higher education expenses of an 
individual for any taxable year if the indi
vidual has been convicted before the end of 
such year of a Federal or State felony of
fense consisting of the possession or distribu
tion of a controlled substance. 

" (2) No DOUBLE BENEFIT.-No credit shall 
be allowed under subsection (a) for any tax
able year for any expense-

" (A) with respect to an individual if a de
duction is allowed under section 221 for the 
taxable year for any expense with respect to 
such individual, or 

" (B) for which a deduction is allowed under 
any other provision of this chapter. 

"(3) IDEN'rIFICATION REQUIREMENT.-No 
credit shall be allowed under subsection (a) 

to a taxpayer with respect to the qualified 
higher education expenses of an individual 
unless the taxpayer includes the name and 
taxpayer identification number of such indi~ 
vidual on the return of tax for the taxable 
year. 

" (4) ADJUSTMENT FOR CERTAIN SCHOLAR
SHIPS.-The amount of qualified higher edu
cation expenses otherwise taken into ac
count under subsection (a) with respect to an 
individual for an academic period shall be re
duced (before the application of subsections 
(b) and (c)) by the sum of-

" (A) any amounts paid for the benefit of 
such individual which are allocable to such 
period as-

"(i) a qualified scholarship which is exclud
able from gross income under section 117, 

"(ii) an educational assistance allowance 
under chapter 30, 31, 32, 34, or 35 of title 38, 
United States Code, or under chapter 1606 of 
title 10, United States Code, 

" (iii) a payment which is excludable from 
gross income under section 127, or 

" (iv) a payment (other than a gift, bequest, 
devise, or inheritance within the meaning of 
section 102(a)) for such individual 's edu
cational expenses, or attributable to such in
dividual's enrollment at an institution of 
higher education, which is excludable from 
gross income under any law of the United 
States, and 

" (B) the amount excludable from gross in
come under section 135 which is allocable to 
such expenses with respect to such indi
vidual for such period. 

"(5) NO CREDIT FOR MARRIED INDIVIDUALS 
FILING SEPARATE RETURNS.-If the taxpayer 
is a married individual (within the meaning 
of section 7703), this section shall apply only 
if the taxpayer and the taxpayer 's spouse file 
a joint return for the taxable year. 

" (6) NONRESIDENT ALIENS.-If the taxpayer 
is a nonresident alien individual for any por
tion of the taxable year, this section shall 
apply only if such individual is treated as a 
resident alien of the United States for pur
poses of this chapter by reason of an election 
under subsection (g) or (h) of section 6013. 

"(h) INFLATION ADJUSTMENTS.-
"(!) DOLLAR LIMITATION ON AMOUNT OF 

CREDIT.-
" (A) IN GENERAL.-In the case of a taxable 

year beginning after 1997, the $1,500 amount 
in subsection (b)(l) shall be increased by an 
amount equal to-

" (i) such dollar amount, multiplied by 
"(ii) the cost-of-living adjustment deter

mined under section l(f)(3) for the calendar 
year in which the taxable year begins, deter
mined by substituting 'calendar year 1996' 
for 'calendar year 1992' in subparagraph (B) 
thereof. 

" (B) ROUNDING.-If any amount as adjusted 
under subparagraph (A) is not a multiple of 
$50, such amount shall be rounded to the 
next lowest multiple of $50. 

" (2) INCOME LIMITS.-
" (A) IN GENERAL.- In the case of a taxable 

year beginning after 2000, the $50,000 and 
$80,000 amounts in subsection (c)(2), section 
221(b)(2)(B)(i)(II), and section 222(b)(2)(A) 
shall each be increased by an amount equal 
to-

" (i) such dollar amount, multiplied by 
' ' (ii) the cost-of-living adjustment deter

mined under section l(f)(3) for the calendar 
year in which the taxable year begins, deter
mined by substituting 'calendar year 1999' 
for 'calendar year 1992' in subparagraph (B) 
thereof. 

"(B) ROUNDING.-If any amount as adjusted 
under subparagraph (A) is not a multiple of 
$5,000, such amount shall be rounded to the 
next lowest multiple of $5,000. 

" (i) REGULATIONS.-The Secretary may 
prescribe such regulations as may be nec
essary or appropriate to carry out this sec
tion, including regulations providing for a 
recapture of credit allowed under this sec
tion in cases where there is a refund in a sub
sequent taxable year of any amount which 
was taken into account in determining the 
amount of such credit. " 

(b) EXTENSION OF PROCEDURES APPLICABLE · 
TO MATHEMATICAL OR CLERICAL ERRORS.
Paragraph (2) of section 6213(g) (relating to 
the definition of mathematical or clerical er
rors) is amended by striking " and" at the 
end of subparagraph (G), by striking the pe
riod at the end of subparagraph (H) and in
serting " , and", and by inserting after sub
paragraph (H) the following new subpara
graph: 

" (I) an omission of a correct TIN required 
under section 24(g)(3) or under section 
221(d)(2)(A) (relating to higher education tui
tion and fees) to be included on a return." 

(c) RETURNS RELATING To HIGHER EDU
CATION EXPENSES.-

(1) IN GENERAL.-Subpart B of part III of 
subchapter A of chapter 61 (relating to infor
mation concerning transactions with other 
persons) is amended by inserting after sec
tion 6050R the following new section: 
"SEC. 6050S. RETURNS RELATING TO HIGHER 

EDUCATION EXPENSES. 

" (a) IN GENERAL.- Any person-
" (1) which is an institution of higher edu

cation which receives payments for qualified 
higher education expenses with respect to 
any individual for any calendar year, or 

"(2) which is engaged in a trade or business 
which, in the course of such trade or business 
makes payments during any calendar year to 
any individual which constitute reimburse
ments or refunds (or similar amounts) of 
qualified higher education expenses of such 
individual, 
shall make the return described in sub
section (b) with respect to the individual at 
such time as the Secretary may by regula
tions prescribe. 

"(b) FORM AND MANNER OF RETURNS.-A re
turn is described in this subsection if such 
return-

" (1) is in such form as the Secretary may 
prescribe, 

" (2) contains-
" (A) the name, address, and TIN of the in

dividual with respect to whom payments de
scribed in subsection (a) were received from 
(or were paid to), 

" (B) the name, address, and TIN of any in
dividual certified by the individual described 
in subparagraph (A) as the taxpayer who will 
claim the individual as a dependent for pur
poses of the deduc tion allowable under sec
tion 151 for any taxable year ending with or 
within the calendar year, 

" (C) the-
" (i) aggregate amount of payments for 

qualified higher education expenses received 
with respect to the individual described in 
subparagraph (A) during the calendar year, 
and 

" (ii) aggregate amount of reimbursements 
or refunds (or similar amounts) paid to such 
individual during the calendar year, and 

"(D) such other information as the Sec
retary may prescribe. 

"(c) APPLICATION TO GOVERNMENTAL 
UNITS.-For purposes of this section-

" (!) a governmental unit or any agency or 
instrumentality thereof shall be treated as a 
person, and 

" (2) any return required under subsection 
(a) by such governmental entity shall be 
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made by the officer or employee appro
priately designated for the purpose of mak
ing such return. 

"(d) STATEMENTS T O BE FURNISHED TO INDI
VIDUALS WITH RESPECT TO WHOM INFORMA
TION I s REQUIRED.-Every person required to 
make a return under subsection (a) shall fur
nish to each individual whose name is re
quired to be set forth in such return under 
subparagraph (A) or (B) of subsection (b)(2) a 
written statement showing-

' '(1) the name, address, and phone number 
of the information contact of the person re
quired to make such return, and 

"(2) the aggregate amounts described in 
subparagraphs (C) and (D) of subsection 
(b)(2). 
The written statement required under the 
preceding sentence shall be furnished on or 
before January 31 of the year following the 
calendar year for which the return under 
subsection (a) was required to be made. 

"(e) DEFINITIONS.-For purposes of this sec
tion, the terms 'institution of higher edu
cation' and 'qualified higher education ex
penses' have the meanings given such terms 
by section 24. 

"(f) RETURNS WHICH WOULD BE REQUIRED 
To BE MADE BY 2 OR MORE PERSONS.-Except 
to the extent provided in regulations pre
scribed by the Secretary, in the case of any 
amount received by any person on behalf of 
another person, only the person first receiv
ing such amount shall be required to make 
the return under subsection (a). 

"(g) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be nec
essary to carry out the provisions of this sec
tion. No penalties shall be imposed under 
section 6724 with respect to any return or 
statement required under this section until 
such time as such regulations are issued." 

(2) ASSESSABLE PENALTIES.-Section 6724(d) 
(relating to definitions) is amended-

(A) by redesignating clauses (x) through 
(xv) as clauses (xi) through (xvi), respec
tively, in paragraph (l)(B) and by inserting 
after clause (ix) of such paragraph the fol
lowing new clause: 

"(x) section 6050S (relating to returns re
lating to payments for qualified higher edu
cation expenses),", and 

(B) by striking "or" at the end of the next 
to last subparagraph, by striking the period 
at the end of the last subparagraph and in
serting ", or", and by adding at the end the 
following new subparagraph: 

"(Z) section 6050S(d) (relating to returns 
relating to qualified higher education ex
penses). " 

(3) CLERICAL AMENDMENT.-The table of 
sections for subpart B of part III of sub
chapter A of chapter 61 is amended by insert
ing after the item relating to section 6050R 
the following new item: 

" Sec. 6050S. Returns relating to higher edu
cation expenses." 

(d) CLERICAL AMENDMENT.- The table of 
sections for subpart A of part IV of sub
chapter A of chapter 1 is amended by insert
ing after the item relating to section 24 the 
following new item: 

" Sec. 24. Higher education tuition and fees. " 
(e) EFFECTIVE DATE.-The amendments 

made by this section shall apply to expenses 
paid after December 31, 1997 (in taxable years 
ending after such date). 
SEC. 402. DEDUCTION FOR HIGHER EDUCATION 

EXPENSES. 
(a) DEDUCTION ALLOWED.- Part VII of sub

chapter B of chapter 1 (relating to additional 
itemized deductions for individuals) is 
amended by redesignating section 221 as sec-

tion 222 and by inserting after section 220 the 
following new section: 
"SEC. 221. HIGHER EDUCATION TUITION AND 

FEES. 
"(a) ALLOWANCE OF DEDUCTION.-In the 

case of an individual, there shall be allowed 
as a deduction the amount of qualified high
er education expenses paid by the taxpayer 
during the taxable year for education fur
nished to the taxpayer, the taxpayer's 
spouse, or any dependent of the taxpayer 
with respect to whom the taxpayer is al
lowed a deduction under section 151, as an el
igible student at an institution of higher 
education during any academic period begin
ning in such year. 

"(b) LIMITATIONS.-
"(l) DOLLAR LIMITATION.-
"(A) IN GENERAL.-The amount allowed as 

a deduction under subsection (a) for any tax
able year shall not exceed $10,000. 

"(B) PHASE-IN.-In the case of taxable 
years beginning in 1997 or 1998, subparagraph 
(A) shall be applied by substituting '$5,000' 
for '$10,000'. 

"(2) LIMITATION BASED ON MODIFIED AD
JUSTED GROSS INCOME.-

"(A) IN GENERAL.-The amount which 
would (but for this paragraph) be allowed as 
a deduction under subsection (a) shall be re
duced (but not below zero) by the amount de
termined under subparagraph (B). 

"(B) AMOUNT OF REDUCTION.-The amount 
determined under this subparagraph equals 
the amount which bears the same ratio to 
the deduction (determined without regard to 
this paragraph) as-

"(i) the excess of-
"(!) the taxpayer's modified adjusted gross 

income for the taxable year, over 
"(II) $50,000 ($80,000 in the case of a joint 

return), bears to 
"(ii) $20,000. 
"(C) MODIFIED ADJUSTED GROSS INCOME.

For purposes of subparagraph (B), the term 
'modified adjusted gross income' means the 
adjusted gross income of the taxpayer for the 
taxable year determined-

"(i) without regard to this section and sec
tions 911, 931, and 933, and 

"(ii) after the application of sections 86, 
135, 219, and 469. 
For purposes of sections 86, 135, 219, and 469, 
adjusted gross income shall be determined 
without regard to the deduction allowed 
under this section. 

"(D) CROSS REFERENCE.-
"For inflation adjustment of $50,000 and 

$80,000 amounts, see section 24(h). 
"(c) DEFINITIONS.-For purposes of this sec

tion-
"(1) I N GENERAL.-Except as provided in 

paragraph (2), terms used in this section 
which are also used in section 24 have the re
spective meanings given such terms in sec
tion 24. 

"(2) DEDUC'rION AVAILABLE FOR EDUCATION 
TO ACQUIRE OR IMPROVE JOB SKILLS.-For pur
poses of applying this section, the require
ment of section 24(d)(3) shall be treated as 
met if-

" (A) the individual is enrolled in a course 
which enables the individual to improve the 
individual's job skills or to acquire new job 
skills, and 

"(B) the individual is not enrolled in an el
ementary or secondary school. 

"(d) SPECIAL RULES.-
"(l) DENIAL OF DOUBLE BENEFIT.-No deduc

tion shall be allowed under subsection (a) for 
any expense for which a deduction is allowed 
to the taxpayer under any other provision of 
this chapter. 

"(2) CERTAIN RULES TO APPLY.-Rules simi
lar to the rules of subsections (e) and (f) of 
section 24 , and the following rules of section 
24(g), shall apply for purposes of this section: 

"(A) Paragraph (3) (relating to identifica
tion requirement). 

"(B) Paragraph (4) (relating to adjustment 
for certain scholarships). 

"(C) Paragraph (5) (relating to no benefit 
for married individuals filing separate re
turns). 

"(D) Paragraph (6) (relating to nonresident 
aliens). 

"(3) REGULATIONS.- The Secretary may 
prescribe such regulations as may be nec
essary or appropriate to carry out this sec
tion." 

(b) DEDUCTION ALLOWED IN COMPUTING AD
JUSTED GROSS INCOME.-Section 62(a) is 
amended by inserting after paragraph (16) 
the following new paragraph: 

"(17) HIGHER EDUCATION TUITION AND 
FEES.-The deduction allowed by section 
221. " 

(C) CONFORMING AMENDMENT.-The table of 
sections for part VII of subchapter B of chap
ter 1 is amended by striking the item relat
ing to section 221 and inserting: 

" Sec. 221. Higher education tuition and fees. 
" Sec. 222. Cross reference." 

(d) EFFECTIVE DATE.- The amendments 
made by this section shall apply to expenses 
paid after December 31, 1997. 
TITLE V-EXTENSION AND MODIFICATION 

OF AffiPORT AND AIRWAY TRUST FUND 
TAXES 

SEC. 501. EXTENSION AND MODIFICATION OF AIR· 
PORT AND AIRWAY TRUST FUND 
TAXES. 

(a) FUEL TAXES.-
(1) AVIATION FUEL.-Paragraph (3) of sec

tion 4091(b) is amended by striking subpara
graph (A) . 

(2) AVIATION GASOLINE.- Subsection (d) of 
section 4081 is amended by striking para
graph. (2) and by redesignating paragraph (3) 
as paragraph (2). 

(3) NONCOMMERCIAL AVIATION.-Subsection 
(c) of section 4041 is amended by striking 
paragraph (3). 

(b) TICKET TAXES.-
(1) PERSONS.- Section 4261 is amended by 

striking subsection (g). 
(2) PROPERTY .-Section 4271 is amended by 

striking subsection (d). 
(c) MODIFICATIONS.-
(1) USE OF INTERNATIONAL TRAVEL FACILl

TIES.-Subsection (c) of section 4261 is 
amended to read as follows: 

"(C) USE OF INTERNATIONAL TRAVEL FACILI
TIES.-

"(1) IN GENERAL.-There is hereby imposed 
a tax of $8 on any amount paid (whether 
within or without the United States) for any 
transportation of any person by air, if such 
transportation begins or ends in the United 
States. 

"(2) EXCEPTION FOR TRANSPORTATION EN
TIRELY TAXABLE UNDER SUBSECTION (a).-This 
subsection shall not apply to any transpor
tation all of which is taxable under sub
section (a) (determined without regard to 
sections 4281 and 4282). 

"(3) SPECIAL RULE FOR ALASKA AND HA
WAIL-ln any case in which the tax imposed 
by paragraph (1) applies to a segment be
tween the continental United States and 
Alaska or Hawaii or between Alaska and Ha
waii, such tax shall apply only to departures 
and shall be at the rate of $6. " 

(2) SPECIAL RULES.-Section 4261 is amend
ed by redesignating subsections (e) and (f) as 
subsections (f) and (g), respectively, and by 
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inserting after subsection (d) the following 
new subsection: 

"(e) APPLICATION OF SUBSECTION (a) TO DO
MESTIC SEGMENTS OF INTERNATIONAL TRANS
PORTATION.-

" (1) IN GENERAL.-In the case of taxable 
transportation described in section 4262(a)(2), 
the tax imposed by subsection (a) shall be 
applied by taking into account only an 
amount which bears the same ratio to the 
amount paid for such transportation as the 
number of specified miles in the domestic 
segments of such transportation bears to the 
total number of specified miles in such 
transportation. 

"(2) SPECIFIED MILES.-For purposes of 
paragraph (1), the term 'specified miles' 
means the great circle miles (as specified by 
the Secretary) between the 2 points of each 
segment. The Secretary may specify mileage 
which shall apply in lieu of the mileage de
termined under the preceding sentence with 
respect to any 2 points if the Secretary de
termines that the mileage on the route cus
tomarily traveled by air between such points 
is different from the mileage determined 
under the preceding sentence. 

"(3) DOMESTIC SEGMENT.-For purposes of 
this section, the term 'domestic segment' 
means any segment which is taxable trans
portation described in section 4262(a)(l). " 

(3) CONFORMING AMENDMENTS.-
(A) Paragraph (2) of section 4262(a) is 

amended by striking "United States, but" 
and all that follows and inserting " United 
States.". 

(B) Subsection (c) of section 4262 is amend
ed by striking paragraph (3). 

(d) EFFECTIVE DATES.-
(!) FUEL TAXES.-The amendments made by 

subsection (a) shall apply take effect on Oc
tober 1, 1997. 

(2) TICKET TAXES.-
(A) IN GENERAL.-The amendments made 

by subsections (b) and (c) shall apply to 
transportation beginning on or after October 
1, 1997. 

(B) TREATMENT OF AMOUNTS PAID FOR TICK
ETS PURCHASED BEFORE DATE OF ENACT
MENT.-The amendments made by subsection 
(c) shall not apply to amounts paid for a 
ticket purchased before the date of the en
actment of this Act for a specified flight be
ginning on or after October 1, 1997. 

TITLE VI-ENFORCING REVENUE 
TARGETS 

SEC. 601. ESTIMATES OF NECESSITY TO SUSPEND 
REVENUE REDUCTIONS. 

(a) ESTIMATE OF NECESSITY To SUSPEND 
NEW REVENUE REDUCTIONS.-The Director of 
the Office of Management and Budget shall 
issue a report to the President and the Con
gress on December 15 of any calendar year in 
which such statement identifies actual or 
projected revenues in the current or imme
diately preceding fiscal years lower than the 
applicable total revenue target in subsection 
(b) by more than 1 percent of the applicable 
total revenue target for such year. The re
port shall include-

(!) all existing laws and policies enacted as 
part of any reconciliation legislation in cal
endar 1997 which would cause revenues to de
cline in the calendar year which begins Jan
uary 1, compared to laws and policies in ef
fect on December 15; 

(2) the amounts by which revenues would 
be reduced by implementation of the provi
sions of law described in paragraph (1) com
pared to provisions of law in effect on De
cember 15; and 

(3) whether delaying implementation of 
the provisions of law described in paragraph 
(1) would cause the total for revenues in the 

projected revenues in the current fiscal year 
and actual revenues in the immediately pre
ceding fiscal year to equal or exceed the 
total of the targets for the applicable years. 

(b) TOTAL REVENUE TARGETS.- For pur
poses of subsection (a), the total revenue tar
gets shall be-

(1) for fiscal year 1998, $1,601,800,000,000; 
(2) for fiscal year 1999, $1,664,200,000,000; 
(3) for fiscal year 2000, $1,728,100,000,000; 
(4) for fiscal year 2001, $1,805,100,000,000; and 
(5) for fiscal year 2002, $1,890,400,000,000. 

SEC. 602. SUSPENSION OF CHILD TAX CREDIT 
AND INCREASES IN UNIFIED ESTATE 
AND GIFT TAX CREDIT IF REVENUE 
TARGETS NOT MET. 

(a) CHILD CARE CREDIT.-Section 24 of the 
Internal Revenue Code of 1986 (relating to 
child tax credit), as added by this Act, shall 
not apply to taxable years beginning in a tax 
benefit suspension year. 

(b) UNIFIED ESTATE AND GIFT TAX CREDIT.
If, under section 2010 of the Internal Revenue 
Code of 1986, as amended by this Act, there is 
an increase in the credit which would (but 
for this section) take effect with respect to 
any tax benefit suspension year, then-

(1) any increase in such credit with respect 
to such year and each subsequent calendar 
year shall be delayed 1 calendar year, and 

(2) the level of credit under such section 
with respect to the prior calendar year shall 
apply to the calendar year. 

(c) TAX BENEFIT SUSPENSION YEAR.-For 
purposes of this section, the term "tax ben
efit suspension year" means any calendar 
year if the statement issued under section 
601 during the preceding calendar year indi
cates that---

(1) for the fiscal year ending in such pre
ceding calendar year, actual revenues were 
lower than the applicable total revenue tar
get in section 601(b) for such fiscal year by 
more than 1 percent of such target, or 

t2) for the fiscal year beginning in such 
preceding calendar year, projected revenues 
(determined without regard to this section) 
are estimated to be lower than the applicable 
total revenue target in section 601(b) for 
such fiscal year by more than 1 percent of 
such target. 

(d) PERCENTAGE SUSPENSION WHERE FULL 
SUSPENSION UNNECESSARY TO ACHIEVE REV
ENUE TARGET.-If the application of sub
sections (a) and (b) to any tax benefit sus
pension year would (but for this subsection) 
result in revenues above the applicable rev
enue target described in section 601(b), such 
subsections shall be applied such that the 
amount of each benefit which is denied is 
only the percentage of such benefit which is 
necessary to result in revenues equal to such 
target. Such percentage shall be determined 
by the Director of the Office of Management 
and Budget, and the same percentage shall 
apply to such benefits. 

AMENDMENTS TO H.R. 2015: BUDGET 
RECONCILIATION SPENDING ACT 

AMENDMENT TO THE RECONCILIATION BILL, AS 
APPROVED BY THE COMMITTEE ON WAYS AND 
MEANS ON JUNE 10, 1997, OFFERED BY MRS. 
MEEK AND MS. ROS-LEHTINEN 
In section 9302 strike subsection (a) and in

sert the following: 
(a) IN GENERAL.-Section 402(a)(2) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 8 U.S.C. 
1612(A)(2)) is amended by adding after sub
paragraph (D) the following new subpara
graph: 

"(E) QUALIFIED ALIEN ON AUGUST 22, 1996.
With respect to eligibility for benefits for 
the program defined in paragraph (3)(A) (re
lating to the supplemental security income 

prog-ram) , paragraph (1) shall not apply to an 
alien who on August 22, 1996, was a qualified 
alien.". 

AMENDMENT TO H.R. - (RECONCILIATION) 
OFFERED BY MRS. MEEK OF FLORIDA 

At the end of section 9103(a), add the fol
lowing: 

(3) ADDITIONAL MANDATORY STATE PAY
MENTS.-

(A) DUTIES OF THE SOCIAL SECURITY ADMIN
ISTRATlON.-For each of fiscal years 1998 
through 2002, the Commissioner of Social Se
curity shall-

(i) estimate the difference between-
(!) the total cost to the Federal Govern

ment of providing to qualified aliens (as de
fined in section 431 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996) supplemental security income 
benefits under title XVI of the Social Secu
rity Act and medical assistance benefits 
under title XIX of such Act; and 

(II) $2,300,000,000 for fiscal year 1998, 
$2,100,000,000 for fiscal year 1999, $1,800,000,000 
for fiscal year 2000, $1,400,000,000 for fiscal 
year 2001, and $1,500,000,000 for fiscal year 
2002; and 

(ii) collect from each State (other than the 
Commonwealth of Puerto Rico, tb.e Virgin 
Islands, or Guam) an amount equal to-

(!) the ratio of the number of all persons in 
the State receiving supplemental security 
income benefits under title XVI of the Social 
Security Act to the number of all persons in 
the United States receiving such benefits; 
multiplied by 

(II) the difference estimated under clause 
(i). 

(B) PAYMENT.-In order for any State 
(other than the Commonwealth of Perto 
Rico, the Virgin Islands, or Guam) to be eli
gible for payments pursuant to title XIX 
with respect to expenditures for any quarter 
in fiscal year 1998 through 2002, the State 
shall pay to the Commissioner of Social Se
curity the amount required to be collected 
from the State under subparagraph (A)(il) for 
the fiscal year. 

(C) USE OF AMOUNTS COLLECTED.-For fiscal 
year 1998 and each subsequent fiscal year, 
the sums collected from each State pursuant 
to subparagraph (A)(ii) shall be credited to a 
special fund established in the Treasury of 
the United States for State administrative 
payment fees . Amounts so credited, to the 
extent and in the amounts provided in ad
vance in appropriations Acts, shall be avail
able to defray expenses incurred in carrying 
out title XVI of the Social Security Act and 
related laws. 

AMENDMENT OFFERED BY MR. BROWN OF o:mo 
TO THE MEDICARE RECONCILIATION PROVISIONS 

Page 8, line 6, strike " 500,000" and insert 
" 100,000" . 

Page 131, after line 36, insert the following 
new subsection (and redesignate the suc
ceeding subsections accordingly): 

(c) WAIVER OF COINSURANCE.- Section 
1833(a)(l) (42 U.S.C. 13951(a)(l)) is amended 
by-

( A) striking "and" at the end of clause (0), 
and 

(B) inserting before the semicolon at the 
end the following: " , and with respect to 
screening mammography (as defined in sec
tion 186l(jj), the amount paid shall be 100 
percent of the fee schedule amount provided 
under section 1848". 

Page 132, line 7, before the period insert 
the following: 
", except that the amendments made by sub
section (c) shall apply to items and services 
furnished on or after January 1, 2000". 
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Page 133, after line 8, insert the following 

new subsection (and redesignate the suc
ceeding subsections accordingly): 

(C) WAIVER OF COINSURANCE.-Section 
1833(a)(l) (42 U.S.C. 1395l(a)(l)) is amended 
by-

( A) striking "and" at the end of clause (0), 
and 

(B) inserting before the semicolon at the 
end the following: ", and with respect to 
screening pap smear and screening pelvic 
exam (as defined in section 1861(nn)), the 
amount paid shall be 100 percent of the fee 
schedule amount provided under section 
1848". 

Page 133, line 15, before the period insert 
the following: 
", except that the amendments made. by sub
section (c) shall apply to items and services 
furnished on or after January 1, 2000". 

Page 134, after line 14, insert the following 
new subsection (and redesignate the suc
ceeding subsections accordingly) : 

(c) w AIVER OF COINSURANCE.- Section 
1833(a)(l) ( 42 U .S.C. 1395l(a)(l)) is amended 
by-

( A) striking "and" at the end of clause (0), 
and 

(B) inserting before the semicolon at the 
end the following: " , and with respect to 
prostate cancer screening tests (as defined in 
section 1861(00)), the amount paid shall be 
100 percent of the fee schedule amount pro
vided under section 1848" . 

Page 134, line 31, before the period insert 
the following: 
", except that the amendments made by sub
section (e) shall apply to items and services 
furnished on or after January l, 2000". 

Page 140, after line 33, insert the following 
new subsection (and redesignate the suc
ceeding subsections accordingly): 

(e) WAIVER OF COINSURANCE.-Section 
1833(a)(l) (42 U.S.C. 1395l(a)(l) is amended 
by-

( A) striking "and" at the end of clause (0), 
and 

(B) inserting before the semicolon at the 
end the following: " , and with respect to 
colorectal cancer screening test (as defined 
in section 1861(pp)), the amount paid shall be 
100 percent of the fee schedule amount pro
vided under section 1848" . 

Page 141, line 26, before the period insert 
the following: 
" , except that the amendments made by sub
section (c) shall apply to items and services 
furnished on or after January 1, 2000". 

Page 143, strike lines 24 through 30. 
Page 145, after line 22, insert the following 

new subsection (and redesignate the suc
ceeding subsection accordingly): 

(C) WAIVER OF COINSURANCE.-Section 
1833(a)(l) ( 42 U .S.C. 13951(a)l)) is amended 
by-

( A) striking " and" at the end of clause (0), 
and 

(B) inserting before the semicolon at the 
end the following:", and with respect to bone 
mass measurement (as defined in section 
1861(rr)), the amount paid shall be 100 per
cent of the fee schedule amount provided 
under section 1848". 

Page 141, line 26, before the period insert 
the following: 

SEC. 3504. CONTINUATION OF MEDICAID ELIGI
BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS 

(a) IN GENERAL.- Section 
1902(a)(10)(A)(1)(II) ( 42 U .S.C. 
1396(a)(10)(A)(1)(II) is amended by inserting 
" or were being paid as of the date of enact
ment of section 211(a) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (P.L. 104-193) and 
would continue to be paid but for enactment 
of that section" after ' title XVI". 

(b) EFFECTIVE DATE.-The amendment 
made by Sub-Section (a) applies to medical 
assistance furnished on or after July 1, 1997. 

AMENDMENT OFFERED BY MR. BROWN OF OHIO 
TO THE CHILD HEALTH RECONCILIA'l'ION PROVI
SIONS 

(Page & line nos. refer to Committee Print of 
6111/97, KIDCARE.006) 

Page 2, amend lines 19 and 20 to read as fol
lows: 

"(3) Other methods specified under the 
plan other than direct purchase of services 
from providers. 

AMENDMENT TO H.R. -, AS REPO.RTED, OFFERED 
BY MR. GEKAS OF PENNSYLVANIA AND MR. 
FROST OF TEXAS 
Insert after section 966 of the bill the fol

lowing (and conform the table of contents 
accordingly): 
SEC. 967. EXEMPTION FROM REPORTING RE

QUIREMENTS FOR CERTAIN 
AMOUNTS PAID TO ELECTION OFFI
CIALS AND ELECTION WORKERS. 

(A) IN GENERAL.-Section 6051 is amended 
by adding at the end the following new sub
section: 

" (g) E XCEPTION FOR CERTAIN AMOUNTS PAID 
TO ELEC'l'ION OFFICIALS AND ELECTION WORK
ERS.- Notwithstanding any other provision 
of this title, the Secretary may not require 
a statement described in this section to in
clude any amount paid as remuneration for 
service performed by an election official or 
election worker (within the meaning of sec
tion 3121(b)(F)(iv)) if it is reasonable to be
lieve that such remuneration is not subject 
to tax under chapter 21 (relating to Federal 
Insurance Contributions Act)." 

(b) E:V"'FECTIVE DATE.-The amendment 
made by this section shall apply to remu
neration paid after December 31, 1996, in tax
able years ending after such date. 

AMENDMENT TO H.R.-, AS REPORTED 
OFFERED BY MR. BARTON OF 'fEXAS AND MR. 

MINGE 
At the end of the bill, add the following 

new title : 
TITLE XI-BUDGET PROCESS 

ENFORCEMENT 
SEC. 11001. SHORT TITLE AND TABLE OF CON

TENTS. 
(a) SHORT TITLE.- This title may be cited 

as the " Balanced Budget Assurance Act of 
1997" . 

(b) TABLE OF CONTENTS.-
TITLE XI-BUDGET PROCESS 

ENFORCEMENT 
Sec. 11001. Short title and table of contents. 
Sec. 11002. Definitions. 

· Subtitle A- Ensure That the Bipartisan Bal-
" , except that the amendments made by sub- anced Budget Agreement of 1997 Achieves 
section (c) shall apply to items and services Its Goal 
furnished on or after January 1, 2000" . 

AMENDMENT OFFERED BY MR. BROWN OF OHIO 
TO THE CHILD HEALTH RECONCILIATION PROVI
SIONS 
Add to the end the following new section: 

Sec. 11101. Timetable. 
Sec. 11102. Procedures to avoid sequestra

tion or delay of new revenue re
ductions. 

Sec. 11103. Effect on Presidents' budget sub
missions; point of order. 

Sec. 11104. Deficit and revenue targets. 
Sec. 11105. Direct spending caps. 
Sec. 11106. Economic assumptions. 
Sec. 11107. Revisions to deficit and revenue 

targets and to the caps for enti
tlements and other mandatory 
spending. 

Subtitle B-Enforcement Provisions 
Sec. 11201. Reporting excess spending. 
Sec. 11202. Enforcing direct spending caps. 
Sec. 11203. Sequestration rules. 
Sec. 11204. Enforcing revenue targets. 
Sec. 11205. Exempt programs and activities. 
Sec. 11206. Special rules. 
Sec. 11207. The current law baseline. 
Sec. 11208. Limitations on emergency spend

ing. 
SEC. 11002. DEFINITIONS. 

For purposes of this title: 
(1) ELIGIBLE POPULATION.- The term " eligi

ble population" shall mean those individuals 
to whom the United States is obligated to 
make a payment under the provisions of a 
law creating entitlement authority. Such 
term shall not include States, localities cor
porations or other nonl.iving entities. ' 

(2) SEQUESTER AND SEQUESTRATION.- The 
terms " sequester" and "sequestration" refer 
to or mean the cancellation of budgetary re
sources provided by discretionary appropria
tions or direct spending law. 

(3) BREACH.- The term " breach" means, for 
any fiscal year, the amount (if any) by which 
outlays for that year (within a category of 
direct spending) is above that category's di
rect spending cap for that year. 

(4) BASELINE.-The term " baseline" means 
the projection (described in section 11207) of 
current levels of new budget authority, out
lays, receipts, and the surplus or deficit into 
the budget year and the outyears. 

(5) BUDGETARY RESOURCES.-The term 
" budgetary resources" means new budget au
thority, unobligated balances, direct spend
ing authority, and obligation limitations. 

(6) DISCRETIONARY APPROPRIATIONS.- The 
term "discretionary appropriations" means 
budgetary resources (except to fund direct 
spending programs) provided in appropria
tion Acts. If an appropriation Act alters the 
level of direct spending or offsetting collec
tions, that effect shall be treated as direct 
spending. Classifications of new accounts or 
activities and changes in classifications 
shall be made in consultation with the Com
mittees on Appropriations and the Budget of 
the House of Representatives and the Senate 
and with CBO and OMB. 

(7) DIRECT SPENDING.-The term " direct 
spending" means-

(A) budget authority provided by law other 
than appropriation Acts, including entitle
ment authority; 

(B) entitlement authority; and 
(C) the food stamp program. 

If a law other than an appropriation Act al
ters the level of discretionary appropriations 
or offsetting collections, that effect shall be 
treated as direct spending. 

(8) ENTITLEMENT AUTHORITY.-The term 
" entitlement authority" means authority 
(whether temporary or permanent) to make 
payments (including loans and grants), the 
budget authority for which is not provided 
for in advance by appropriation Acts, to any 
person or government if, under the provi
sions of the law containing such authority, 
the United States is obligated to make such 
payments to persons or governments who 
meet the requirements established by such 
law. 

(9) CURRENT.- The term " current" means , 
with respect to OMB estimates included with 
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a budget submission under section 1105(a) of 
title 31 U.S.C., the estimates consistent with 
the economic and technical assumptions un
derlying that budget. 

(10) ACCOUNT.-The term " account" means 
an item for which there is a designated budg
et account designation number in the Presi
dent's budget. 

(11) BUDGET YEAR.- The term " budget 
year" means the fiscal year of the Govern
ment that starts on the next October 1. 

(12) CURRENT YEAR.-The term " current 
year" means, with respect to a budget year, 
the fiscal year that immediately precedes 
that budget year. 

(13) OUTYEAR.-The term "outyear" means, 
with respect to a budget year, any of the fis
cal years that follow the budget year. 

(14) OMB.-The term "OMB" means the Di
rector of the Office of Management and 
Budget. 

(15) CBO.-The term " CBO" means the Di
rector of the Congressional Budget Office. 

(16) BUDGET OUTLAYS AND OUTLAYS.-The 
terms "budget outlays" and " outlays" mean, 
with respect to any fiscal year, expenditures 
of funds under budget authority during such 
year. 

(17) BUDGET AUTHORITY AND NEW BUDGET 
AUTHORITY.-The terms "budg·et authority" 
and " new budget authority" have the mean
ings given to them in section 3 of the Con
gressional Budget and Impoundment Control 
Act of 1974. 

(18) APPROPRIATION ACT.- The term "appro
priation Act" means an Act referred to in 
section 105 of title 1 of the United States 
Code. 

(19) CONSOLIDATED DEFICIT.-The term 
" consolidated deficit" means, with respect 
to a fiscal year, the amount by which total 
outlays exceed total receipts during that 
year. 

(20) SURPLUS.-The term " surplus" means, 
with respect to a fiscal year, the amount by 
which total receipts' exceed total outlays 
during that year. 

(21) DIRECT SPENDING CAPS.-The term " di
rect spending caps" means the nominal dol
lar limits for entitlements and other manda
tory spending pursuant to section 11105 (as 
modified by any revisions provided for in 
this Act). 

Subtitle A-Ensure That the Bipartisan Bal
anced Budget Agreement of 1997 Achieves 
Its Goal 

SEC. 11101. TIMETABLE. 

On or before: Action to be completed: 
January 15 .... ..... ... ......... . CBO economic and budg-

et update. 
Firs t Monday in Feb- President's budget up-

ruary. date based on new as
sumptions. 

August l ...... .. .... .. ..... .. .. .. CBO and OMB updates. 
August 15 ... .. .... ........ .. .... . 
Not later than November 

1 (and as soon as prac
tical after the end of 
the fiscal ). 

November 1- December 15 

December 15 ... ... .. ..... ... .. . 

December 15 ..... ... .. ...... .. . 

Preview report . 
OMB and CBO Analyses 

of Deficits, Revenues 
and Spending Levels 
and Projections for the 
Upcoming Year. 

Congressional action to 
avoid sequestration. 

OMB issues final (look 
back) report for prior 
year and preview for 
current year .. 

Presidential seques ter 
order or order delaying 
new/additional reve
nues reductions sched
uled to take effect pur
suant to reconciliation 
legislation enacted in 
calendar year 1997. 

SEC. 11102. PROCEDURES TO AVOID SEQUESTRA
TION OR DELAY OF NEW REVENUE 
REDUCTIONS. 

(a) SPECIAL MESSAGE.-If the OMB Anal
ysis of Actual Spending Levels and Projec
tions for the Upcoming Year indicates that-

(1) deficits in the most recently completed 
fiscal year exceeded, or the deficits in the 
budget year are projected to exceed, the def
icit targets in section 11104; 

(2) revenues in the most recently com
pleted fiscal year were less than, or revenues 
in the current year are projected to be less 
than, the revenue targets in section 11104; or 

(3) outlays in the most recently completed 
fiscal year exceeded, or outlays in the cur
rent year are projected to exceed, the caps in 
section 11104; · 
the President shall submit to Congress with 
the OMB Analysis of Actual Spending Levels 
and Projections for the Upcoming Year a 
special message that includes proposed legis
lative changes to-

(A) offset the net deficit or outlay excess; 
(B) offset any revenue shortfall; or 
(C) revise the deficit or revenue targets or 

the outlay caps contained in this Act; 
through any combination of-

(i) reductions in outlays; 
(ii) increases in revenues; or 
(iii) increases in the deficit targets or ex

penditure caps, or reductions in the revenue 
targets, if the President submits a written 
determination that, because of economic or 
programmatic reasons, none of the variances 
from the balanced budget plan should be off
set. 

(b) INTRODUCTION OF THE PRESIDENT'S 
PACKAGE.- Not later than November 15, the 
message from the President required pursu
ant to subsection (a) shall be introduced as a 
joint resolution in the House of Representa
tives or the Senate by the chairman of its 
Committee on the Budget. If the chairman 
fails to do so, after November 15, the joint 
resolution may be introduced by any Mem
ber of that House of Congress and shall be re
ferred to the Committee on the Budget of 
that House. · 

(C) HOUSE BUDGET COMMITTEE ACTION.-The 
Committee on the Budget of the House of 
Representatives shall, by November 15, re
port a joint resolution containing-

(1) the recommendations in the President's 
message, or different policies and proposed 
legislative changes than those contained in 
the message of the President, to ameliorate 
or eliminate any excess deficits or expendi
tures or any revenue shortfalls, or 

(2) any changes to the deficit or revenue 
targets or expenditure caps contained in this 
Act, except that any changes to the deficit 
or revenue targets or expenditure caps can
not be greater than the changes rec
ommended in the message submitted by the 
President. 

(d) PROCEDURE IF THE COMMITTEES ON THE 
BUDGET OF THE HOUSE OF REPRESENTATIVES 
OR SENATE FAILS TO REPORT REQUIRED RESO
LUTION.-

(1) AUTOMATIC DISCHARGE OF COMMITTEES ON 
THE BUDGET OF THE HOUSE.-If the Committee 
on the · Budget of the House of Representa
tives fails, by November 20, to report a reso
lution meeting the requirements of sub
section (c), the committee shall be automati
cally discharged from further consideration 
of the joint resolution reflecting the Presi
dent's recommendations introduced pursuant 
to subsection (a), and the joint resolution 
shall be placed on the appropriate calendar. 

(2) CONSIDERATION OF DISCHARGE RESOLU
TION lN THE HOUSE.-If the Committee has 
been discharged under paragraph (1) above, 

any Member may move that the House of 
Representatives consider the resolution. 
Such motion shall be highly privileged and 
not debatable. It shall not be in order to con
sider any amendment to the resolution ex
cept amendments which are germane and 
which do not change the net deficit impact 
of the resolution. 

(e) CONSIDERATION OF JOINT RESOLUTION IN 

THE HOUSE.-Consideration of resolution re
ported pursuant to subsection (c) or (d) shall 
be pursuant to the procedures set forth in 
section 305 of the Congressional Budget Act 
of 1974 and subsection (d). 

(f) TRANSMITTAL TO SENATE.-If a joint res
olution passes the House of Representatives 
pursuant to subsection (e), the Clerk of the 
House of Representatives shall cause the res
olution to be engrossed, certified, and trans
mitted to the Senate within 1 calendar day 
of the day on which the resolution is passed. 
The resolution shall be referred to the Sen
ate Committee on the Budget. 

(g) REQUIREMENTS FOR SPECIAL JOINT RESO
LUTION IN THE SENATE.-The Committee on 
the Budget of the Senate shall report not 
later than December 1-

(1) .a joint resolution reflecting the mes
sage of the President; or 

(2) the joint resolution passed by the House 
of Representatives, with or without amend
ment; or 

(3) a joint resolution containing different 
policies and proposed legislative changes 
than those contained in either the message 
of the President or the resolution passed by 
the House of Representatives, to eliminate 
all or part of any excess deficits or expendi
tures or any revenue shortfalls, or 

(4) any changes to the deficit or revenue 
targets, or to the expenditure caps, con
tained in this Act, except that any changes 
to the deficit or revenue targets or expendi
ture caps cannot be greater than the changes 
recommended in the message submitted by 
the President. 

(h) PROCEDURE IF THE SENATE BUDGET COM
MITTEE FAILS TO REPORT REQUIRED RESOLU
TION.-

(1) AUTOMATIC DISCHARGE OF SENATE BUDG
ET COMMITTEE.-In the event that the Com
mittee on the Budget of the Senate fails, by 
December 1, to report a resolution meeting 
the requirements of subsection (g), the com
mittee shall be automatically discharged 
from further consideration of the joint reso
lution reflecting the President's rec
ommendations introduced pursuant to sub
section (a) and of the resolution passed by 
the House of Representatives, and both joint 
resolutions shall be placed on the appro
priate calendar. 

(2) CONSIDERATION OF DISCHARGE RESOLU
TION IN THE SENATE.-(A) If the Committee 
has been discharged under paragraph (1), any 
member may move that the Senate consider 
the resolution. Such motion shall be highly 
privileged and not debatable. It shall not be 
in order to consider any amendment to the 
resolution except amendments which are 
germane and which do not change the net 
deficit impact of the resolution. 

(B) Consideration of resolutions reported 
pursuant to subsections (c) or (d) shall be 
pursuant to the procedures set forth in sec
tion 305 of the Congressional Budget Act of 
1974 and subsection (d). 

(C) If the joint resolution reported by the 
Committees on the Budget pursuant to sub
section (c) or (g) or a joint resolution dis
charged in the House of Representatives or 
the Senate pursuant to subsection (d)(l) or 
(h)(l) would eliminate less than-
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(i) the entire amount by which actual or 

projected deficits exceed, or revenues fall 
short of, the targets in this Act; or 

(ii) the entire amount by which actual or 
projected outlays exceed the caps contained 
in this Act; 
then the Committee on the Budget of the 
Senate shall report a joint resolution, rais
ing the deficit targets or outlay caps, or re
ducing the revenue targets for any year in 
which actual or projected spending, revenues 
or deficits would not conform to the deficit 
and revenue targets or expenditure caps in 
this Act. 

(k) CONFERENCE REPORTS SHALL FULLY AD
DRESS DEFICIT EXCESS.-It shall not be in 
order in the House of Representatives or the 
Senate to consider a conference report on a 
joint resolution to eliminate all or part of 
any excess deficits or outlays or to eliminate 
all or part of any revenue shortfall compared 
to the deficit and revenue targets and the ex
penditure caps contained in this Act, un
less-

(1) the joint resolution offsets the entire 
amount of any overage or shortfall; or 

(2) the House of Representatives and Sen
ate both pass the joint resolution reported 
pursuant to subsection (j)(2). 
The vote on any resolution reported pursu
ant to subsection (j)(2) shall be solely on the 
subject of changing the deficit or revenue 
targets or the expenditure limits in this Act. 
SEC. 11103. EFFECT ON PRESIDENTS' BUDGET 

SUBMISSIONS; POINT OF ORDER. 
(a) BUDGET SUBMISSION.- Any budget sub

mitted by the President pursuant to section 
1105(a) of title 31, United States Code, for 
each of fiscal years 1998 through 2007 shall be 
consistent with the spending, revenue, and 
deficit levels established in sections 11104 
and 11105 or it shall recommend changes to 
those levels 

(b) POINT OF ORDER.- It shall not be in 
order in the House of Representatives or the 
Senate to consider any concurrent resolution 
on the budget unless it is consistent with the 
spending, revenue, and deficit levels estab
lished in sections 11104 and 11105. 
SEC. 11104. DEFICIT AND REVENUE TARGETS. 

(a) CONSOLIDATED DEFICIT (OR SURPLUS) 
TARGETS.- For purposes of sections 11102 and 
11107, the consolidated deficit targets shall 
be-

( 1) for fiscal year 1998, $90,500,000,000; 
(2) for fiscal year 1999, $89,700,000,000; 
(3) for fiscal year 2000, $83,000,000,000; 
(4) for fiscal year 2001, $53,300,000,000; and 
(5) for fiscal year 2002, there shall be a sur-

plus of not less than $1,400,000,000. 
(b) CONSOLIDATED REVENUE TARGETS.-For 

purposes of sections 11102, 11107, 11201, and 
11204, the consolidated revenue targets shall 
be-

(1) for fiscal year 1998, $1 ,601,800,000,000; 
(2) for fiscal year 1999, $1,664,200,000,000; 
(3) for fiscal year 2000, $1,728,100,000,000; 
(4) for fiscal year 2001, $1,805,100,000,000; and 
(5) for fiscal year 2002, $1,890,400,000,000. 

SEC. 11105. DIRECT SPENDING CAPS. 
(a) IN GENERAL.- Effective upon submis

sion of the report by OMB pursuant to sub
section (c), direct spending caps shall apply 
to all entitlement authority except for un
distributed offsetting receipts and net inter
est outlays. For purposes of enforcing direct 
spending caps under this Act, each separate 
program shown in the table set forth in sub
section (d) shall be deemed to be a category. 

(b) BUDGET COMMITTEE REPORTS.-Within 
30 days after enactment of this Act, the 
Budget Committees of the House of Rep
resentatives and the Senate shall file with 

their respective Houses identical reports 
containing account numbers and spending 
levels for each specific category. 

(c) REPORT BY OMB.-Within 30 days after 
enactment of this Act, OMB shall submit to 
the President and each House of Congress a 
report containing account numbers and 
spending limits for each specific category. 

(d) CONTENTS OF REPORTS.-All direct 
spending accounts not included in these re
ports under separate categorie·s shall be in
cluded under the heading " Other Entitle
ments and Mandatory Spending". These re
ports may include adjustments among the 
caps set forth in this Act as required below, 
however the aggregate amount available 
under the "Total Entitlements and Other 
Mandatory Spending" cap shall be identical 
in each such report and in this Act and shall 
be deemed to have been adopted as part of 
this Act. Each such report shall include the 
actual amounts of the caps for each year of 
fiscal years 1998 through 2002 consistent with 
the concurrent resolution on the budget for 
FY 1998 for each of the following categories: 

Earned Income Tax Credit, 
Family Support, 
Federal retirement: 
Civilian/other, 
Military, 
Medicaid, 
Medicare, 
Social security, 
Supplemental security income, 
Unemployment compensation, 
Veterans' benefits, 
Medicare, 
Other entitlements and mandatory spend

ing, and 
Aggregate entitlements and other manda

tory spending. 
(e) ADDITIONAL SPENDING LIMITS.- Legisla

tion enacted subsequent to this Act may in
clude additional caps to limit spending for 
specific programs, activities, or accounts 
with these categories. Those additional caps 
(if any) shall be enforced in the same manner 
as the limits set forth in such joint explana
tory statement. 
SEC. 11106. ECONOMIC ASSUMPTIONS. 

Subject to periodic reestimation based on 
changed economic conditions or changes in 
eligible population, determinations of the di
rect spending caps under section 11105, any 
breaches of such caps, and actions necessary 
to remedy such breaches shall be based upon 
the economic assumptions set forth in the 
joint explanatory statement of managers ac
companying the concurrent resolution on 
the budget for fiscal year 1998 (House Con
current Resolution 84, 105th Congress). 
SEC. 11107. REVISIONS TO DEFICIT AND REV· 

ENUE TARGETS AND TO THE CAPS 
FOR ENTITLEMENTS AND omER 
MANDATORY SPENDING. 

(a) AUTOMATIC ADJUSTMENTS TO DEFICIT 
AND REVENUE TARGETS AND TO CAPS FOR EN
TITLEMENTS AND 0'l'HER MANDATORY SPEND
ING.-when the President submits the budget 
under section 1105(a) of title 31, United 
States Code, for any year, OMB shall cal
culate (in the order set forth below), and the 
budget and reports shall include, adjust
ments to the deficit and revenue targets, and 
to the direct spending caps (and those limits 
as cumulatively adjusted) for the current 
year, the budget year, and each outyear, to 
reflect the following: 

(1) CHANGES TO REVENUE TARGETS.-
(A) CHANGES IN GROWTH.- For Federal reve

nues and deficits under laws and policies en
acted or effective before July 1, 1997, growth 
adjustment factors shall equal the ratio be
tween the level of year-over-year growth 

measured for the fiscal year most recently 
completed and the applicable estimated level 
for that year as described in section 11105. 

(B) CHANGES IN INFLATION.-For Federal 
revenues and deficits under laws and policies 
enacted or effective before July 1, 1997, infla
tion adjustment factors shall equal the ratio 
between the level of year-over-year growth 
measured for the fiscal year most recently 
completed and the applicable estimated level 
for that year as described in section 11105. 

(2) ADJUSTMENTS TO DIRECT SPENDING 
CAPS.-

(A) CHANGES IN CONCEPTS AND DEFINI
TIONS.-The adjustments produced by 
changes in concepts and definitions shall 
equal the baseline levels of new budget au
thority and outlays using up-to-date con
cepts and definitions minus those levels 
using the concepts and definitions in effect 
before such changes. Such changes in con
cepts and definitions may only be made in 
consultation with the Committees on Appro
priations, the Budget, and Government Re
form and Oversight and Governmental Af
fairs of the House of Representatives and the 
Senate. 

(B) CHANGES IN NET OUTLAYS.-Changes in 
net outlays for all programs and activities 
exempt from sequestration under section 
11204. 

(C) CHANGES IN INFLATION.-For direct 
spending under laws and policies enacted or 
effective on or before July 1, 1997, inflation 
adjustment factors shall equal the ratio be
tween the level of year-over-year inflation 
measured for the fiscal year most recently 
completed and the applicable estimated level 
for that years as described in section 11105 
(relating to economic assumptions). For di
rect spending under laws and policies en
acted or effective after July 1, 1997, there 
shall be no adjustment to the direct spending 
caps (for changes in economic conditions in
cluding inflation, nor for changes in numbers 
of eligible beneficiaries) unless-

(1) the Act or the joint explanatory state
ment of managers accompanying such Act 
providing new direct spending includes eco
nomic projections and projections of num
bers of beneficiaries; and 

(ii) such Act specifically provides for auto
matic adjustments to the direct spending 
caps in section 11105 based on those projec
tions. 

(D) CHANGES IN ELIGIBLE POPULATIONS.-For 
direct spending under laws and policies en
acted or effective on or before July 1, 1997, 
the basis for adjustments under this section 
shall be the same as the projections under
lying Table A-4, CBO Baseline Projections of 
Mandatory Spending, Including Deposit In
surance (by fiscal year, in billions of dol
lars), published in An Analysis of the Presi
dent's Budgetary Proposals for Fiscal Year 
1998, March 1997, page 53. For direct spending 
under laws and policies enacted or effective 
after July 1, 1997, there shall be no adjust
ment to the direct spending caps for changes 
in numbers of eligible beneficiaries unless-

(i) the Act or the joint explanatory state
ment of managers accompanying such Act 
providing new direct spending includes eco
nomic projections and projections of num
bers of beneficiaries; and 

(ii) such Act specifically provides for auto
matic adjustments to the direct spending 
caps in section 11105 based on those projec
tions. 

(E) INTRA-BUDGETARY PAYMENTS.-From 
discretionary accounts to mandatory ac
counts. The baseline and the discretionary 
spending caps shall be adjusted to reflect 
those changes. 
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(c) CHANGES TO DEFICIT TARGETS.-The def

icit targets in section 11104 shall be adjusted 
to reflect changes to the revenue targets or 
changes to the caps for entitlements and 
other mandatory spending pursuant to sub
section (a). 

(d) PERMISSIBLE REVISIONS TO DEFICIT AND 
REVENUE TARGETS AND DIRECT SPENDING 
CAPS.- Deficit and revenue targets and di
rect spending caps as enacted pursuant to 
sections 11104 and 11105 may be revised as fol
lows: Except as required pursuant to section 
11105(a), direct spending caps may only be 
amended by recorded vote. It shall be a mat
ter of highest privilege in the House of Rep
resentatives and the Senate for a Member of 
the House of Representatives or the Senate 
to insist on a recorded vote solely on the 
question of amending such caps. It shall not 
be in order for the Committee on Rules of 
the House of Representatives to report a res
olution waiving the provisions of this sub
section. This subsection may be waived in 
the Senate only by an affirmative vote of 
three-fifths of the Members duly chosen and 
sworn. 

Subtitle B-Enforcement Provisions 
SEC. 11201. REPORTING EXCESS SPENDING. 

(a) ANALYSIS OF ACTUAL DEFICIT, REVENUE, 
AND SPENDING LEVELS.-As soon as prac
ticable after any fiscal year, OMB shall com
pile a statement of actual deficits, revenues, 
and direct spending for that year. The state
ment shall identify such spending by cat
egories contained in section 11105. 

(b) ESTIMATE OF NECESSARY SPENDING RE
DUCTION.-Based on the statement provided 
under subsection (a), the OMB shall issue a 
report to the President and the Congress on 
December 15 of any year in which such state
ment identifies actual or projected deficits, 
revenues, or spending in the current or im
mediately preceding fiscal years in violation 
of the revenue targets or direct spending 
caps in section 11104 or 11105, by more than 
one percent of the applicable total revenues 
or direct spending for such year. The report 
shall include: 

(1) All instances in which actual direct 
spending has exceeded the applicable direct 
spending cap. 

(2) The difference between the amount of 
spending available under the direct spending 
caps for the current year and estimated ac
tual spending for the categories associated 
with such caps. 

(3) The amounts by which direct spending 
shall be reduced in the current fiscal year so 
that total actual and estimated direct spend
ing for all cap categories for the current and 
immediately preceding fiscal years shall not 
exceed the amounts available under the di
rect spending caps for such fiscal years. 

(4) The amount of excess spending attrib
utable solely to changes in inflation or eligi
ble populations. 
SEC. 11202. ENFORCING DIRECT SPENDING CAPS. 

(a) PURPOSE.-This subtitle provides en
forcement of the direct spending caps on cat
egories of spending established pursuant to 
section 11105. This section shall apply for 
any fiscal year in which direct spending ex
ceeds the applicable direct spending cap. 

(b) GENERAL RULES.-
(1) ELIMINATING A BREACH.-Each non-ex

empt account within a category shall be re
duced by a dollar amount calculated by mul
tiplying the baseline level of sequestrable 
budgetary resources in that account at that 
time by the uniform percentage necessary to 
eliminate a breach within that category. 

(2) PROGRAMS, PROJECTS, OR ACTIVITIES.
Except as otherwise provided, the same per
centage sequestration shall apply to all pro-

grams, projects and activities within a budg
et account. 

(3) INDEFINITE AUTHORITY.-Except as oth
erwise provided, sequestration in accounts 
for which obligations are indefinite shall be 
taken in a manner to ensure that obligations 
in the fiscal year of a sequestration and suc
ceeding fiscal years are reduced, from the 
level that would actually have occurred, by 
the applicable sequestration percentage or 
percentages. 

(4) CANCELLATION OF BUDGETARY RE
SOURCES.- Budgetary resources sequestered 
from any account other than an trust, spe
cial or revolving fund shall revert to the 
Treasury and be permanently canceled. 

(5) IMPLEMENTING REGULATIONS.-Notwith
standing any other provision of law, admin
istrative rules or similar actions imple
menting any sequestration shall take effect 
within 30 days after that sequestration. 
SEC. 11203. SEQUESTRATION RULES. 

(a) GENERAL RULES.-For programs subject 
to direct spending caps: 

(1) TRIGGERING OF SEQUESTRATION.-Seques
tration is triggered if total direct spending 
subject to the caps exceeds or is projected to 
exceed the aggregate cap for direct spending 
for the current or immediately preceding fis
cal year. 

(2) CALCULATION OF REDUCTIONS.- Seques
tration shall reduce spending under each sep
arate direct spending cap in proportion to 
the amounts each category of direct spend
ing exceeded the applicable cap. 

(3) UNIFORM PERCENTAGES.-ln calculating 
the uniform percentage applicable to the se
questration of all spending programs or ac
tivities within each category, or the uniform 
percentage applicable to the sequestration of 
nonexempt direct spending programs or ac
tivities, the sequestrable base for direct 
spending programs and activities is the total 
level of outlays for the fiscal year for those 
programs or activities in the current law 
baseline. 

(4) PERMANENT SEQUESTRATION OF DIRECT 
SPENDING.-Obligations in sequestered direct 
spending accounts shall be reduced in the fis
cal year in which a sequestration occurs and 
in all succeeding fiscal years. Notwith
standing any other provision of this section, 
after the first direct spending sequestration, 
any later sequestration shall reduce direct 
spending by an amount in addition to, rather 
than in lieu of, the reduction in direct spend
ing in place under the existing sequestration 
or sequestrations. 

(5) SPECIAL RULE.-For any direct spending 
program in which-

(A) outlays pay for entitlement benefits; 
(B) a current-year sequestration takes ef

fect after the 1st day of the budget year; 
(C) that delay reduces the amount of enti

tlement authority that is subject to seques
tration in the budget; and 

(D) the uniform percentage otherwise ap
plicable to the budget-year sequestration of 
a program or activity is increased due to the 
delay; 
then the uniform percentage shall revert to 
the uniform percentage calculated under 
paragraph (3) when the budget year is com
pleted. 

(6) INDEXED BENEFIT PAYMENTS.-If, under 
any entitlement program-

(A) benefit payments are made to persons 
or governments more frequently than once a 
year; and 

(B) the amount of entitlement authority is 
periodically adjusted under existing law to 
reflect changes in a price index (commonly 
called "cost of living adjustments"); 

sequestration shall first be applied to the 
cost of living adjustment before reductions 
are made to the base benefit. For the first 
fiscal year to which a sequestration applies, 
the benefit payment reductions in such pro
grams accomplished by the order shall take 
effect starting with the payment made at the 
beginning of January following a final se
quester. For the purposes of this subsection, 
veterans' compensation shall be considered a 
program that meets the conditions of the 
preceding sentence. 

(7) LOAN PROGRAMS.-For all loans made, 
extended, or otherwise modified on or after 
any sequestration under loan programs sub
ject to direct spending caps-

(A) the sequestrable base shall be total fees 
associated with all loans made extended or 
otherwise modified on or after the date of se
questration; and 

(B) the fees paid by borrowers shall be in
creased by a uniform percentage sufficient to 
produce the dollar savings in such loan pro
grams for the fiscal year or years of the se
questrations required by this section. 
Notwithstanding any other provision of law, 
in any year in which a sequestration is in ef
fect, all subsequent fees shall be increased by 
the uniform percentage and all proceeds 
from such fees shall be paid into the general 
fund of the Treasury. 

(8) INSURANCE PROGRAMS.-Any sequestra
tion of a Federal program that sells insur
ance contracts to the public (including the 
Federal Crop Insurance Fund, the National 
Insurance Development Fund, the National 
Flood Insurance fund, insurance activities of 
the Overseas Private Insurance Corporation, 
and Veterans' Life insurance programs) shall 
be accomplished by increasing premiums on 
contracts entered into extended or otherwise 
modified, after the date a sequestration 
order takes effect by the uniform sequestra
tion percentage. Notwithstanding any other 
provision of law, for any year in which a se
questration affecting such programs is in ef
fect, subsequent premiums shall be increased 
by the uniform percentage and all proceeds 
from the premium increase shall be paid 
from the insurance fund or account to the 
general fund of the Treasury. 

(9) STATE GRANT FORMULAS.-For all State 
grant programs subject to direct spending 
caps-

(A) the total amount of funds available for 
all States shall be reduced by the amount re
quired to be sequestered; and 

(B) if States are projected to receive in
creased funding in the budget year compared 
to the immediately preceding fiscal year, se
questration shall first be applied to the esti
mated increases before reductions are made 
compared to actual payments to States in 
the previous year-

(i) the reductions shall be applied first to 
the total estimated increases for all States; 
then 

(ii) the uniform reduction shall be made 
from each State's grant; and 

(iii) the uniform reduction shall apply to 
the base funding levels available to states in 
the immediately preceding fiscal year only 
to the extent necessary to eliminate any re
maining excess over the applicable direct 
spending cap. 

(10) SPECIAL RULE FOR CERTAIN PROGRAMS.
Except matters exempted under section 11204 
and programs subject to special rules set 
forth under section 11205 and notwith
standing any other provisions of law, any se
questration required under this Act shall re
duce benefit levels by an amount sufficient 
to eliminate all excess spending identified in 
the report issued pursuant to section 11201, 
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while maintaining the same uniform per
centage reduction in the monetary value of 
benefits subject to reduction under this sub
section. 

(b) WITIIlN-SESSION SEQUESTER.-If a bill or 
resolution providing direct spending for the 
current year is enacted before July 1 of that 
fiscal year and causes a breach within any 
direct spending cap for that fiscal year, 15 
days later there shall be a sequestration to 
eliminate that breach within that cap. 
SEC. 11204. ENFORCING REVENUE TARGETS. 

(a) PURPOSE.-This section enforces the 
revenue targets established pursuant to sec
tion 11104. This section shall apply for any 
year in which actual revenues were less than 
the applicable revenue target in the pre
ceding fiscal year or are projected to be less 
than the applicable revenue target in the 
current year. 

(b) ESTIMATE OF NECESSITY TO SUSPEND 
NEW REVENUE REDUCTIONS.-Based on the 
statement provided under section 11201(a), 
OMB shall issue a report to the President 
and the Congress on December 15 of any year 
in which such statement identifies actual or 
projected revenues in the current or imme
diately preceding fiscal years lower than the 
applicable revenue target in section 11104, as 
adjusted pursuant to section 11106, by more 
than 1 percent of the applicable total rev
enue target for such year. The report shall 
include-

(1) all laws and policies described in sub
section (c) which would cause revenues to de
cline in the calendar year which begins Jan
uary 1 compared to the provisions of law in 
effect on December 15; 

(2) the amounts by which revenues would 
be reduced by implementation of the provi
sions of law described in paragraph (1) com
pared to provisions of law in effect on De
cember 15; and 

(3) whether delaying implementation of 
the provisions of law described in paragraph 
(1) would cause the total for revenues in the 
projected revenues in the current fiscal year 
and actual revenues in the immediately pre
ceding fiscal year to equal or exceed the 
total of the targets for the applicable years. 

(c) No CREDITS, DEDUCTIONS, EXCLUSIONS, 
PREFERENTIAL RATE OF TAX, ETC.-If any 
provision of the Internal Revenue Code of 
1986 added by the Revenue Reconciliation 
Act of 1997 would (but for this section) first 
take effect in a tax benefit suspension year, 
such provision shall not take effect until the 
first calendar year which is not a tax benefit 
suspension year. 

(d) END OF SUSPENSION.-If the OMB report 
issued under subsection (a) following a tax 
benefit suspension year indicates that the 
total of revenues projected in the current fis
cal year and actual revenues in the imme
diately preceding year .will equal or exceed 
the applicable targets the President shall 
sign an order ending the delayed phase-in of 
new tax cuts effective January 1. Such order 
shall provide that the new tax cuts shall 
take effect as if the provisions of this section 
had not taken effect. 

(e) SUSPENSION OF BENEFITS BEING PHASED 
IN.- If, under any provision of the Internal 
Revenue Code of 1986, there is an increase in 
any benefit which would (but for this sec
tion) take effect with respect to a tax benefit 
suspension year, in lieu of applying sub
section (c)-

(1) any increase in the benefit under such 
section with respect to such year and each 
subsequent calendar year shall be delayed 1 
calendar year, and 

(2) the level of benefit under such section 
with respect to the prior calendar year shall 
apply to such tax benefit suspension year. 

(f) P ERCENTAGE SUSPENSION WHERE FULL 
SUSPENSION UNNECESSARY TO ACHIEVE REV
ENUE T ARGET.- If the application of sub
sections (c), (d), and (e) to any tax benefit 
suspension year would (but for this sub
section) cause revenues to decline in the cal
endar year which begins January 1 compared 
to the provisions of law in effect on Decem
ber 15; subsections (c) (d) and (e) shall be ap
plied such that the amount of each benefit 
which is denied is only the percentage of 
such benefit which is necessary to result in 
revenues equal to such target. Such percent
age shall be determined by OMB, and the 
same percentage shall apply to such benefits. 

(g) T AX BENEFIT SUSPENSION YEAR.-For 
purposes of this section, the term "tax ben
efit suspension year" means any calendar 
year if the statement issued under sub
section (b) during the preceding calendar 
year indicates that-

(1) for the fiscal year ending in such pre
ceding calendar year, actual revenues were 
lower than the applicable revenue target in 
section 11104, as adjusted pursuant to section 
11106, for such fiscal year by more than 1 per
cent of such target, or 

(2) for the fiscal year beginning in such 
preceding calendar year, projected revenues 
(determined without regard to this section) 
are estimated to be lower than the applicable 
revenue target in section 11104, as adjusted 
pursuant to section 11106, for such fiscal year 
by more than 1 percent of such target. 
SEC. 11205. EXEMPT PROGRAMS AND ACTIVITIES. 

The following budget accounts, activities 
within accounts, or income shall be exempt 
from sequestration-

(!) net interest; 
(2) all payments to trust funds from excise 

taxes or other receipts or collections prop
erly creditable to those trust funds; 

(3) offsetting receipts and collections; 
.(4) all payments from one Federal direct 

spending budget account to another Federal 
budget account; 

(5) all intragovernmental funds including 
those from which funding is derived pri
marily from other Government accounts; 

(6) expenses to the extent they result from 
private donations, bequests, or voluntary 
contributions to the Government; 

(7) nonbudgetary activities, including but 
not limited to-

(A) credit liquidating and financing ac
counts; 

(B) the Pension Benefit Guarantee Cor-
poration Trust Funds; 

(C) the Thrift Savings Fund; 
(D) the Federal Reserve System; and 
(E) appropriations for the District of Co

lumbia to the extent they are appropriations 
of locally raised funds; 

(8) payments resulting from Government 
insurance, Government guarantees, or any 
other form of contingent liability, to the ex
tent those payments result from contractual 
or other legally binding commitments of the 
Government at the time of any sequestra
tion; 

(9) the following accounts, which largely 
fulfill r equirements of the Constitution or 
otherwise make payments to which the Gov
ernment is committed-

Bureau of Indian Affairs, miscellaneous 
trust funds, tribal trust funds (14-9973--0-7-
999); 

Claims, defense ; 
Claims, judgments and relief act (20-1895--0-

1---806); . 
Compact of Free Association, economic as

sistance pursuant to Public Law 99-658 (14-
0415--0-1- 806); 

Compensation of the President (11--0001-0-
1---802); 

Customs Service, miscellaneous permanent 
appropriations (20-9992-0-2---852); 

Eastern Indian land claims settlement 
fund (14-2202-0-1---806); 

Farm Credit System Financial Assistance 
Corporation, interest payments (20-1850-0-1-
351); 

Internal Revenue collections of Puerto 
Rico (20-5737-0-2---852); 

Payments of Vietnam and USS Pueblo 
prisoner-of-war claims (15-0104-0-1-153): 

Payments to copyright owners (03-5175--0-2-
376); 

Salaries of Article III judges (not including 
cost of living adjustments); 

Soldier's and Airman's Home, payment of 
claims (84---8930-0-7-705); 

Washington Metropolitan Area Transit Au
thority, interest payments (46-0300-0-1-401); 

(10) the following noncredit special, revolv
ing, or trust-revolving funds-

Exchange Stabilization Fund (20-4444-0-3-
155); and 

Foreign Military Sales trust fund (11---82232-
0-7- 155). 

(j) OPTIONAL EXEMPTION OF MILITARY PER
SONNEL.-

(1) The President may, with respect to any 
military personnel account, exempt that ac
count from sequestration or provide for a 
lower uniform percentage reduction that 
would otherwise apply. 

(2) The President may not use the author
ity provided by paragraph (1) unless he noti
fies the Congress of the manner in which 
such authority will be exercised on or before 
the initial snapshot date for the budget year. 
SEC. 11206. SPECIAL RULES. 

(a) CHILD SUPPORT ENFORCEMENT PRO
GRAM.-Any sequestration order shall accom
plish the full amount of any required reduc
tion in payments under sections 455 and 458 
of the Social Security Act by reducing the 
Federal matching rate for State administra
tive costs under the program, as specified 
(for the fiscal year involved) in section 455(a) 
of such Act, to the extent necessary to re
duce such expenditures by that amount. 

(b) COMMODITY CREDIT CORPORATION.-
(!) EFFECTIVE DATE.- For the Commodity 

Credit Corporation, the date on which a se
questration order takes effect in a fiscal year 
shall vary for each crop of a commodity. In 
general, the sequestration order shall take 
effect when issued, but for each crop of a 
commodity for which 1-year contracts are 
issued as an entitlement, the sequestration 
order shall take effect with the start of the 
sign-up period for that crop that begins after 
the sequestration order is issued. Payments 
for each contract in such a crop shall be re
duced under the same terms and conditions. 

(2) DAIRY PROGRAM.-
(A) As the sole means of achieving any re

duction in outlays under the milk price-sup
port program, the Secretary of Agriculture 
shall provide for a reduction to be made in 
the price received by producers for all milk 
in the United States and marketed by pro
ducers for commercial use. 

(B) That price reduction (measured in 
cents per hundred-weight of milk marketed) 
shall occur under subparagraph (A) of sec
tion 201(d)(2) of the Agricultural Act of 1949 
(7 U.S.C. 1446(d)(2)(A)), shall begin on the day 
any sequestration order is issued, and shall 
not exceed the aggregate amount of the re
duction in outlays under the milk price-sup
port program, that otherwise would have 
been achieved by reducing payments made 
for the purchase of milk or the products of 
milk under this subsection during that fiscal 
year. 
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(3) EFFECT OF DELAY.-For purposes of sub

section (b)(l), the sequestrable base for Com
modity Credit Corporation is the current
year level of gross outlays resulting from 
new budget authority that is subject to re
duction under paragraphs (1) and (2). 

(4) CERTAIN AUTHORITY NOT TO BE LIMITED.
Nothing in this Act shall restrict the Cor
poration in the discharge of its authority 
and responsibility as a corporation to buy 
and sell commodities in world trade, or limit 
or reduce in any way any appropriation that 
provides the Corporation with funds to cover 
its realized losses. 

(C) EARNED INCOME TAX CREDIT.-
(1) The sequestrable base for earned income 

tax credit program is the dollar value of all 
current year benefits to the entire eligible 
population. 

(2) In the event sequestration is triggered 
to reduce earned income tax credits, all 
earned income tax credits shall be reduced, 
whether or not such credits otherwise would 
result in cash payments to beneficiaries, by 
a uniform percentage sufficient to produce 
the dollar savings required by the sequestra
tion. 

(d) REGULAR AND EXTENDED UNEMPLOYMENT 
COMPENSATION.-

(1) A State may reduce each weekly benefit 
payment made under the regular and ex
tended unemployment benefit programs for 
any week of unemployment occurring during 
any period with respect to which payments 
are reduced under any sequestration order by 
a percentage not to exceed the percentage by 
which the Federal payment to the State is to 
be reduced for such week as a result of such 
order. 

(2) A reduction by a State in accordance 
with paragraph (1) shall not be considered as 
a failure to fulfill the requirements of sec
tion 3304(a)(ll) of the Internal Revenue Code 
of 1986. 

(e) FEDERAL EMPLOYEES HEALTH BENEFITS 
FUND.- For the Federal Employees Health 
Benefits Fund, a sequestration order shall 
take effect with the next open season. The 
sequestration shall be accomplished by an
nual payments from that Fund to the Gen
eral Fund of the Treasury. Those annual 
payments shall be financed solely by charg
ing higher premiums. The sequestrable base 
for the Fund is the current-year level of 
gross outlays resulting from claims paid 
after the sequestration order takes effect. 

(f) FEDERAL HOUSING FINANCE BOARD.
Any sequestration of the Federal Housing 
Board shall be accomplished by annual pay
ments (by the end of each fiscal year) from 
that Board to the general fund of the Treas
ury, in amounts equal to the uniform seques
tration percentage for that year times the 
gross obligations of the Board in that year. 

(g) FEDERAL PAY.-
(1) IN GENERAL.- New budget authority to 

pay Federal personnel from direct spending 
accounts shall be reduced by the uniform 
percentage calculated under section 
11203(c)(3), as applicable, but no sequestra
tion order may reduce or have the effect of 
reducing the rate of pay to which any indi
vidual is entitled under any statutory pay 
system (as increased by any amount payable 
under section 5304 of title 5, United States 
Code, or any increase in rates of pay which 
is scheduled to take effect under section 5303 
of title 5, United States Code, section 1109 of 
title 37, United States Code, or any other 
provision of law. 

(2) DEFINITIONS.- For purposes of this sub
section-

(A) the term " statutory pay system" shall 
have the meaning given that term in section 
5302(1) of title 5, United States Code; 

term "elements of military pay" means-
(1) the elements of compensation of mem

bers of the uniformed services specified in 
section 1009 of title 37, United States Code; 

(ii) allowances provided members of the 
uniformed services under sections 403(a) and 
405 of such title; and 

(iii) cadet pay and midshipman pay under 
section 203(c) of such title; and 

(B) the term "uniformed services" shall 
have the same meaning given that term in 
section 101(3) of title 37, United States Code. 

(h) MEDICARE.-
(1) TIMING OF APPLICATION OF REDUCTIONS.
(A) IN GENERAL.- Except as provided in 

subparagraph (B), if a reduction is made in 
payment amounts pursuant to sequestration 
order, the reduction shall be applied to pay
ment for services furnished after the effec
tive date of the order. For purposes of the 
previous sentence, in the case of inpatient 
services furnished for an individual, the serv
ices shall be considered to be furnished on 
the date of the individual's discharge from 
the inpatient facility. 

(B) PAYMENT ON THE BASIS OF COST REPORT
ING PERIODS.- In the case in which payment 
for services of a provider of services is made 
under title XVIII of the Social Security Act 
on a basis relating to the reasonable cost in
curred for the services during a cost report
ing period of the provider, if a reduction is 
made in payment amounts pursuant to a se
questration order, the reduction shall be ap
plied to payment for costs for such services 
incurred at any time during each cost re
porting period of the provider any part of 
which occurs after the effective date of 
order, but only (for each such cost reporting 
period) in the same proportion as the frac
tion of the cost reporting period that occurs 
after the effective date of the order. 

(2) NO INCREASE IN BENEFICIARY CHARGES IN 
ASSIGNMENT-RELATED CASES.- If a reduction 
in payment amounts is made pursuant to a 
sequestration order for services for which 
payment under part B of title XVIII of the 
Social Security Act is made on the basis of 
an assignment described in section 
1842(b)(3)(B)(ii), in accordance with section 
1842(b)(6)(B), or under the procedure de
scribed in section 1870(f)(l) of such Act, the 
person furnishing the services shall be con
sidered to have accepted payment of the rea
sonable charge for the services, less any re
duction in payment amount made pursuant 
to a sequestration order, as payment in full. 

(3) PART B PREMIUMS.-In computing the 
amount and method of sequestration from 
part B of title XVIII of the Social Security 
Act-

(A) the amount of sequestration shall be 
calculated by multiplying the total amount 
by which Medicare spending exceeds the ap
propriate spending cap by a percentage that 
reflects the ratio of total spending under 
Part B to total Medicare spending; and 

(B) sequestration in the Part B program 
shall be accomplished by increasing pre
miums to beneficiaries. 

(4) NO EFFECT ON COMPUTATION OF AAPCC.
ln computing the adjusted average per capita 
cost for purposes of section 1876(a)(4) of the 
Social Security Act, the Secretary of Health 
and Human Services shall not take into ac
count any reductions in payment amounts 
which have been or may be effected under 
this part. 

(i) POSTAL SERVICE FUND.- Any sequestra
tion of the Postal Service Fund shall be ac
complished by annual payments from that 
Fund to the General Fund of the Treasury, 
and the Postmaster General of the United 
States and shall have the duty to make 
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those payments during the- first fiscal year 
to which the sequestration order applies and 
each succeeding fiscal year. The amount of 
each annual payment shall be-

(1) the uniform sequestration percentage, 
times 

(2) the estimated gross obligations of the 
Postal Service Fund in that year other than 
those obligations financed with an appro
priation for revenue forgone that year. 
Any such payment for a fiscal year shall be 
made as soon as possible during the fiscal 
year, except that it may be made in install
ments within that year if the payment 
schedule is approved by the Secretary of the 
Treasury. Within 30 days after the sequestra- · 
tion order is issued, the Postmaster General 
shall submit to the Postal Rate Commission 
a plan for financing the annual payment for 
that fiscal year and publish that plan in the 
Federal Register. The plan may assume effi
ciencies in the operation of the Postal Serv
ice, reductions in capital expenditures, in
creases in the prices of services, or any com
bination, but may not assume a lower Fund 
surplus or higher Fund deficit and shall fol
low the requirements of existing law gov
erning the Postal Service in all other re
spects. Within 30 days of the receipt of that 
plan, the Postal Rate Commission shall ap
prove the plan or modify it in the manner 
that modifications are allowed under current 
law. If the Postal Rate Commission does not 
respond to the plan within 30 days, the plan 
submitted by the Postmaster General shall 
go into effect. Any plan may be later revised 
by the submission of a new plan to the Post
al Rate Commission, which may approve or 
modify it. 

(j) POWER MARKETING ADMINISTRATIONS 
AND T.V.A.- Any sequestration of the De
partment of Energy power marketing admin
istration funds or the Tennessee Valley Au
thority fund shall be accomplished by annual 
payments from those funds to the General 
Fund of the Treasury, and the administra
tors of those funds shall have the duty to 
make those payments during the fiscal year 
to which the sequestration order applies and 
each succeeding fiscal year. The amount of 
each payment by a fund shall be-

(1) the direct spending uniform sequestra
tion percentage, times 

(2) the estimated gross obligations of the 
fund in that year other than those obliga
tions financed from discretionary appropria
tions for that year. 
Any such payment for a fiscal year shall be 
made as soon as possible during the fiscal 
year, except that it may be made in install
ments within that year if the payment 
schedule is approved by the Secretary of the 
Treasury. Annual payments by a fund may 
be financed by reductions in costs required 
to produce the pre-sequester amount of 
power (but those reductions shall not include 
reductions in the amount of power supplied 
by the fund), by reductions in capital ex
penditures, by increases in tax rates, or by 
any combination, but may not be financed 
by a lower fund surplus, a higher fund def
icit, additional borrowing, delay in repay
ment of principal on outstanding debt and 
shall follow the requirements of existing law 
governing the fund in all other respects. The 
administrator of a fund or the TV A Board is 
authorized to take the actions specified in 
this subsection in order to make the annual 
payments to the Treasury. 

(k) BUSINESS-LIKE TRANSACTIONS.-Not
withstanding any other provision of law, for 
programs which provide a business-like serv
ice in exchange for a fee, sequestration shall 
be accomplished through a uniform increase 
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in fees (sufficient to produce the dollar sav
ings in such programs for the fiscal year of 
the sequestration required by section 
11201(a)(2), all subsequent fees shall be in
creased by the same percentage, and all pro
ceeds from such fees shall be paid into the 
general fund of the Treasury, in any year for 
which a sequester affecting such programs 
are in effect. 
SEC. 11207. THE CURRENT LAW BASELINE. 

(a) SUBMISSION OF REPORTS.-CBO and OMB 
shall submit to the President and the Con
gress reports setting forth the budget base
lines for the budget year and the next nine 
fiscal years. The CBO report shall be sub
mitted on or before January 15. The OMB re
port shall accompany the President's budget. 

(b) DETERMINATION OF THE BUDGET BASE
LINE.-(1) The budget baseline shall be based 
on the common economic assumptions set 
forth in section 11106, adjusted to reflect re
visions pursuant to subsection (c). 

(2) The budget baseline shall consist of a 
projection of current year levels of budget 
authority, outlays, revenues and the surplus 
or deficit into the budget year and the rel
evant outyears based on current enacted 
laws as of the date of the projection. 

(3) For discretionary spending items, the 
baseline shall be the spending caps in effect 
pursuant to section 601(a)(2) of the Congres
sional Budget Act of 1974. For years for 
which there are no caps, the baseline for dis
cretionary spending shall be the same as the 
last year for which there were statutory 
caps. 

(4) For all other expenditures and for reve
nues, the baseline shall be adjusted by com
paring unemployment, inflation, interest 
rates, growth and other economic indicators
and changes ineligible population-for the 
most recent period for which actual data are 
available, compared to the assumptions con
tained in section 11106. 

(c) REVISIONS TO THE BASELINE.-The base
line shall be adjusted for up-to-date eco
nomic assumptions when CBO submits its 
Economic and Budget Update and when OMB 
submits its budget update, and by August 1 
each year, when CBO and OBM submit their 
midyear reviews. 
SEC. 11208. LIMITATIONS ON EMERGENCY SPEND· 

ING. 
(a) IN GENERAL.- (1) Within the discre

tionary caps for each fiscal year contained in 
this Act, an amount shall be withheld from 
allocation to the appropriate committees of 
the House of Representatives and of the Sen
ate and reserved for natural disasters and 
other emergency purposes. 

(2) Such amount for each such fiscal year 
shall not be less than 1 percent of total budg
et authority and outlays available within 
those caps for that fiscal year. 

(3) The amounts reserved pursuant to this 
subsection shall be made available for allo
cation to such committees only if-

(A) the President has made a request for 
such disaster funds; 

(B) the programs to be funded are included 
in such request; and 

(C) the projected obligations for unforeseen 
emergency needs exceed the 10-year rolling 
average annual expenditures for existing pro
grams included in the Presidential request 
for the applicable fiscal year. 

(4) Notwithstanding any other provision of 
law-

(A) States and localities shall be required 
to maintain effort and ensure that Federal 
assistance payments do not replace, subvert 
or otherwise have the effect of reducing reg
ularly budgeted State and local expenditures 
for law enforcement, refighting, road con-

struction and maintenance, building con
struction and maintenance or any other cat
egory of regular government expenditure (to 
ensure that Federal disaster payments are 
made only for incremental costs directly at
tributable to unforeseen disasters, and do 
not replace or reduce regular State and local 
expenditures for the same purposes); 

(B) the President may not take adminis
trative action to waive any requirement for 
States or localities to make minimum 
matching payments as a condition or receiv
ing Federal disaster assistance and prohibit 
the President from taking administrative ac
tion to waive all or part of any repayment of 
Federal loans for the State or local matching 
share required as a condition of receiving 
Federal disaster assistance, and this clause 
shall apply to all matching share require
ments and loans to meet matching share re
quirements under the Robert T . Stafford Dis
aster Relief and Emergency Assistance Act 
(42 U.S.C. 5121 et seq.) and any other Acts 
pursuant to which the President may declare 
a disaster or disasters and States and local
ities otherwise qualify for Federal disaster 
assistance; and 

(C) a two-thirds vote in each House of Con
gress shall be required for each emergency to 
reduce or waive the State matching require
ment of to forgive all or part of loans for the 
State matching share as required under the 
Robert T. Stafford Disaster Relief and Emer
gency Assistance Act. 

(b) EFFECT BUDGET RESOLUTIONS.-(!) All 
concurrent resolutions on the budget (in
cluding revisions) shall specify the amount 
of new budget authority and outlays within 
the discretionary spending cap that shall be 
withheld from allocation to the committees 
and reserved for natural disasters, and a pro
cedure for releasing such funds for allocation 
to the appropriate committee. The amount 
withheld shall be equal to 1 percent of the 
total discretionary spending cap for fiscal 
year covered by the resolution, unless addi
tional amounts are specified. 

(2) The procedure for allocation of the 
amounts pursuant to paragraph (1) shall en
sure that the funds are released for alloca
tion only pursuant to the conditions con
tained in subsection (a)(3)(A) through (C). 

(C) RESTRICTION ON USE OF FUNDS.- Not
withstanding any other provision of law, the 
amount reserved pursuant to subsection (a) 
shall not be available for other than emer
gency funding requirements for particular 
natural disasters or national security emer
gencies so designated by Acts of Congress. 

(d) NEW POINT OF ORDER.-(1) Title IV of 
the Congressional Budget Act of 1974 is 
amended by adding at the end the following 
new section: 

"POINT OF ORDER REGARDING EMERGENCIES 
" SEC. 408. It shall not be in order in the 

House of Representatives or the Senate to 
consider any bill or joint resolution, or 
amendment thereto or conference report 
thereon, containing an emergency designa
tion for purposes of section 251(b)(2)(D) or 
252(e) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 or of section 11207 
of the Balanced Budget Assurance Act of 1997 
if it also provides an appropriation or direct 
spending for any other item or contains any 
other matter, but that bill or joint resolu
tion, amendment, or conference report may 
contain rescissions of budget authority or re
ductions of direct spending, or that amend
ment may reduce amounts for that emer
gency.' ' . 

(2) The table of contents set forth in sec
tion l(b) of the Congressional Budget and Im
poundment Control Act of 1974 is amended by 

inserting after the item relating to section 
407 the following new item: 
"Sec. 408. Point of order regarding emer

gencies.''. 

AMENDMENT TO H.R. 2015, AS REPORTED 
OFFERED BY MR. TAYLOR OF MISSISSIPPI 

At the end of title IV, add the following 
new subtitle: 

Subtitle J-Uniformed Services Medicare 
Subvention 

SEC. 4901. DEFINITIONS. 

For purposes of this subtitle: 
(1) MEDICARE-ELIGIBLE COVERED MILITARY 

BENEFICIARY.-The term "medicare-eligible 
covered military beneficiary" means a bene
ficiary under chapter 55 of title 10, United 
States Code, who-

(A) is entitled to hospital insurance bene
fits under part A of title XVIII of the Social 
Security Act (42 U.S.C. 1395c et seq.); and 

(B) is enrolled in the supplementary med
ical insurance program under part B of such 
title (42 U.S .C. 1395j et seq.). 

(2) TRICARE PROGRAM.-The term 
"TRICARE program" means the managed 
health care program that is established by 
the Secretary of Defense under the authority 
of chapter 55 of title 10, United States Code, 
principally section 1097 of such title, and in
cludes the competitive selection of contrac
tors to financially underwrite the delivery of 
health care services under the Civilian 
Health and Medical Program of the Uni
formed Services. 

(3) SUBVENTION PROGRAM.-The term "sub
vention program" means the program estab
lished under section 4902 to reimburse the 
Department of Defense, from the medicare 
program under title XVIII of the Social Se
curity Act. (42 U.S.C. 1395 et seq.), for health 
care services provided to medicare-eligible 
covered military beneficiaries through the 
managed care option of the TRICARE pro
gram. 

(4) SECRETARIES.-The term "Secretaries" 
means the Secretary of Defense and the Sec
retary of Health and Human Services acting 
jointly. 
SEC. 4902. ESTABLISHMENT OF SUBVENTION 

PROGRAM. 

(a) ESTABLISHMENT REQUIRED.-The Sec
retary of Defense and the Secretary of 
Health and Human Services shall jointly es
tablish a program to provide the Department 
of Defense with reimbursement, beginning 
October 1, 1997, in accordance with section 
4903, from the medicare program under title 
XVIII of the Social Security Act (42 U.S.C. 
1395 et seq.) for health care services provided 
to medicare-eligible covered military bene
ficiaries who agree to receive the health care 
services through the managed care option of 
the TRICARE program. 

(b) VOLUNTARY ENROLLMENT.-For purposes 
of the subvention program, enrollment of 
medicare-ellgible covered military bene
ficiaries in the managed care option of the 
TRICARE program shall be voluntary, ex
cept that the total number of medicare-eligi
ble covered military beneficiaries so enrolled 
shall be subject to the capacity and funding 
limitations specified in section 4903. 

(C) EFFECT OF ENROLLMENT.-ln the case of 
a medicare-eligible covered military bene
ficiary who enrolls in the managed care op
tion of the TRICARE program, payments 
may not be made under title XVIII of the So
cial Security Act (42 U.S.C. 1395 et seq.) 
other than under the subvention program for 
health care services provided through the 
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managed care option, except that the Secre
taries may provide exceptions for emer
gencies or other situations as the Secretaries 
consider appropriate. 

(d) TRICARE PROGRAM ENROLLMENT FEE 
WAIVER.-The Secretary of Defense shall 
waive the enrollment fee applicable to any 
medicare-eligible covered military bene
ficiary enrolled in the managed care option 
of the TRICARE program for whom reim
bursement may be made under section 4903. 

(e) MODIFICATION OF TRICARE CON
TRACTS.-In carrying out the subvention pro
gram, the Secretary of Defense may amend 
existing TRICARE program contracts as 
may be necessary to incorporate provisions 
specifically applicable to medicare-eligible 
covered military beneficiaries who enroll in 
the managed care option of the TRICARE 
program. 

(f) COST SHARING.-The Secretary of De
fense may establish cost sharing require
ments for medicare-eligible covered military 
beneficiaries who enroll in the managed care 
option of the TRICARE program and for 
whom reimbursement may be made under 
section 4903. 

(g) EXPANSION OF SUBVENTION PROGRAM.
The Secretaries may expand the subvention 
progra1n to incorporate health care services 
provided to medicare-eligible covered mili
tary beneficiaries under the fee-for-service 
options of the TRICARE program if, in the 
report submitted under section 713 of the Na
tional Defense Authorization Act for Fiscal 
Year 1997 (Public Law 104-106; 110 Stat. 2591), 
the Secretaries determined that such expan
sion is feasible and advisable. 
SEC. 4903. DETERMINATION OF REIMBURSEMENT 

AMOUNTS. 
(a) REIMBURSEMENT OF DEPARTMENT OF DE

FENSE.-
(1) BASTS OF PAYMENTS.-Beginning October 

l, 1997, monthly payments to the Department 
of Defense under the subvention program 
shall be made from the medicare program 
under title XVIII of the Social Security Act 
(42 U.S.C. 1395 et seq.) on the basis that pay
ments are made under section 1876(a) of the 
such Act (42 U.S.C. 1395mm(a)). 

(2) AMOUNT OF PAYMENTS.-The Secretary 
of Heal th and Human Services shall make 
payments to the Department of Defense from 
the Federal Hospital Insurance Trust Fund 
and the Federal Supplementary Medical In
surance Trust Fund (allocated by the Sec
retary of Health and Human Services be
tween each trust fund based on the relative 
weight that each trust fund contributes to 
the required payment) at a per capita rate 
equal to 93 percent of the applicable adjusted 
average per capita cost for each medicare-el
igible covered military beneficiary enrolled 
in the managed care option of the TRICARE 
program in excess of the number of such 
beneficiaries calculated under subsection (b) 
for the Department of Defense maintenance 
of health care effort. 

(b) MAINTENANCE OF DEFENSE HEALTH CARE 
EFFORT.-

(1) MAINTENANCE OF EFFORT REQUffiED.
The Secretary of Defense shall maintain the 
Department of Defense health care efforts 
for medicare-eligible covered military bene
ficiaries so as to avoid imposing on the medi
care program those costs that the Depart
ment of Defense would be expected to incur 
to provide health care services to medicare
eligible covered military beneficiaries in the 
absence of the subvention program. 

(2) ESTIMATE OF PRIOR EFFORT.-For the 
first fiscal year of the subvention program, 
the Secretaries shall estimate the amount 
expended by the Department of Defense for 

fiscal year 1997 for providing health care 
items and services (other than pharma
ceuticals provided to outpatients) to medi
care-eligible covered military beneficiaries. 
For subsequent fiscal years, the amount so 
estimated shall be adjusted for inflation, for 
differences between estimated and actual 
amounts expended, and for changes in the 
Department of Defense health care budget 
that exceed $100,000,000. 

(3) TARGET FOR DEFENSE EFFORT.-On the 
basis of the estimate made under paragraph 
(2), the Secretaries shall establish monthly 
targets of the number of medicare-eligible 
covered military beneficiaries for whom re
imbursement will not be provided to the De
partment of Defense under subsection (a). 

(C) PROTECTION OF MEDICARE PROGRAM 
AGAINST INCREASED COSTS.-

(1) PURPOSE.-The purpose of this sub
section is to protect the medicare program 
against costs incurred under subsection (a) 
in connection with the provision of health 
care services to medicare-eligible covered 
military beneficiaries that would not have 
been incurred by the medicare program in 
the absence of the reimbursement require
ment. 

(2) REVIEW BY COMPTROLLER GENERAL.-Not 
later than December 31 of each year, the 
Comptroller General shall determine and 
submit to the Secretaries and Congress a re
port on the extent, if any, to which the costs 
of the Secretary of Defense under the 
TRICARE program and the costs of the Sec
retary of Health and Human Services under 
the medicare program have increased as a re
sult of the subvention program. 

(3) ACTIONS TO PREVENT INCREASED COSTS.
If the Secretaries determine that the trust 
funds under title XVIII of the Social Secu
rity Act (42 U.S.C. 1395 et seq.) still incur ex
cess costs as a result of the subvention pro
gram, the Secretaries shall take such steps 
as may be necessary to offset those excess 
costs (and prevent future excess costs), in
cluding suspension or termination of the 
subvention program, adjustment of the pay
ment rate under subsection (a)(2), or an ad
justment of the maintenance of effort re
quirements of the Department of Defense 
under subsection (b). 

AMENDMENT TO H.R. -, AS REPORTED, OFFERED 
BY MR. KENNEDY OF MASSACHUSETTS. 
(Amendment to Child Health Budget 

Reconciliation Provision) 
In section 3502, in the section 2103(b)(2) of 

the Social Security Act as added by such sec
tion, insert before the period at the end the 
following: ", plus the average number of low
income children who have such coverage in 
the fiscal year, as estimated by the Sec
retary, only pursuant to a State-only funded 
health coverage program or pursuant to an 
optional expansion of coverage under the 
State's medicaid plan under title XIX". 

AMENDMENT TO TAX RECONCILIATION PROVI
SIONS OFFERED BY MR. MCDERMOTT OF WASH
INGTON AND MR. MATSUI 
Strike section 934 of the bill (relating to 

standards for determining whether individ
uals are not employees). 

AMENDMENT TO H.R.- , AS REPORTED, OFFERED 
BY MR. NADLER OF NEW YORK 

· (Offered to Medicare Reconciliation 
Provisions) 

In section 3461(a)(3), in the paragraph 
(64)(A)(i) inserted by such section, by insert
ing before the semicolon at the end the fol
lowing: " and so that coverage of services and 

treatment is not denied if they are deter
mined to be medically necessary in the pro
fessional opinion of the treating health care 
provider, in consultation with the indi
vidual". 

In sections 4001 and 10001, in the section 
1852(d)(l) inserted by each such section, 
amend subparagraph (D) to read as follows: 

"(D) the organization provides coverage of 
services and treatment of appropriate pro
viders, including credentialed specialists 
when such treatment and services are deter
mined to be medically necessary in the pro
fessional opinion of the treating health care 
provider, in consultation with the individual; 
and 

AMENDMENT TO H.R.-, AS REPORTED, OFFERED 
BY MR. NADLER OF NEW YORK, MS. MALONEY 
OF NEW YORK, AND MR. SCHUMER 

Strike section 7002 (relating to the sale of 
Governor's Island, New York) and redesig
nate subsequent sections of title VII accord
ingly. 

Subtitle B of title III is amended by adding 
at the end the following: 
SEC. 3102. SALE OF PETROLEUM PRODUCTS 

FROM WEEKS ISLAND FACILITY. 

In fiscal year 2002, the Secretary of Energy 
shall sell 73,000,000 barrels of petroleum prod
uct from the Weeks Island facility of the 
Strategic Petroleum Reserve. 

AMENDMENT TO THE BUDGET RECONCILIATION 
BILL OFFERED BY REPRESENTATIVE SANDER 
M. LEVIN 
Strike subtitle D of title IX and insert the 

following: 
Subtitle D-Restricting Welfare and Public 

Benefits for Aliens 

SEC. 9301. EXCEPTION FOR CERTAIN DISABLED 
INDIVIDUALS FROM RESTRICTIONS 
ON SUPPLEMENTAL SECURITY IN· 
COME AND MEDICAID PROGRAM 
PARTICIPATION BY QUALIFIED 
ALIENS. 

(a) SS! EXCEPTION.-Section 402(a)(2) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 is amended 
by redesignating subparagraph (D) as sub
paragraph (E), and by inserting after sub
paragraph (C) the following new subpara
graph: 

"(D) SSI EXCEPTION FOR CERTAIN DISABLED 
ALIENS.-With respect to the program speci
fied in paragraph (3)(A), paragraph (1) shall 
not apply to a qualified alien-

" ·(i) who is blind or disabled within the 
meaning of section 1614(a)(2) or 1614(a)(3), re
spectively, of the Social Security Act; and 

"(ii) who, prior to August 23, 1996, was law
fully admitted for permanent residence or 
had otherwise obtained an immigration sta
tus included in the definition of 'qualified 
alien' under section 431.". 

(b) MEDICAID EXCEPTION.-Section 402(b)(2) 
of such Act is amended by redesignating sub
paragraph (D) as subparagraph (E), and by 
inserting after subparagraph (C) the fol
lowing new subparagraph: 

"(D) MEDICAID EXCEPTION FOR CERTAIN DIS
ABLED ALIENS.-With respect to the program 
specified in paragraph (3)(C), paragraph (1) 
shall not apply to a qualified alien who is an 
individual described in subsection (a)(2)(D).". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect as 
though they had been included in the enact
ment of section 402 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 
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SEC. 9302. 2-YEAR EXTENSION OF 5-YEAR EXCEP

TIONS FOR REFUGEES AND CERTAIN 
OTHER QUALIFIED ALIENS FROM 
BANS ON ELIGIBILITY FOR SSI AND 
MEDICAID. 

(a) SSI.- Section 402(a)(2)(A) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 is amended in the 
matter preceding clause (i) by inserting ", in 
the case of the Federal program specified in 
paragraph (3)(B), and 7 years, in the case of 
the Federal program specified in paragraph 
(3)(A), " after " 5 years". 

(b) MEDICAID.-Section 402(b)(2)(A) of such 
Act is amended in each of clauses (i), (ii), and 
(iii) by inserting "(or 7 years, in the case of 
the program specified in paragraph (3)(C))" 
after " 5 years". 

(c) EFFECTIVE DATE.- The amendments 
made by this section shall take effect as 
though they had been included in the enact
ment of section 402 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 
SEC. 9303. EXEMPTIONS FROM RESTRICTIONS ON 

SUPPLEMENTAL SECURITY INCOME 
PROGRAM PARTICIPATION BY PER
MANEN1' RESIDENT ALIENS WHO 
ARE MEMBERS OF AN INDIAN TRIBE. 

(a) IN GENERAL.-
(1) SPECIAL RESTRICTION APPLICABLE TO 

ss1.-Section 402(a)(2) of the Personal Re
sponsibility and Work Opportunity R~c
onciliation Act of 1996 is amended by redes1g
nating subparagraph (E) (as previously redes
ignated by section 9301(a) of this Act) as sub
paragraph (F), and by inserting after sub
paragraph (D) the following new subpara
graph: 

"(E) SSI EXCEPTION FOR PERMANENT RESI
DENT ALIENS WHO ARE MEMBERS OF AN INDIAN 
TRIBE.-With respect to the program speci
fied in paragraph (3)(A), paragraph (1) shall 
not apply to any alien who is lawfully admit
ted to the United States for permanent resi
dence under the Immigration and Nation
ality Act and who is a member of an Indian 
tribe (as defined in section 4(e) of the Indian 
Self-Determination and Education Assist
ance Act (25 U.S.C. 450b(e)).". 

(2) FIVE-YEAR RESTRICTION APPLICABLE TO 
NEW ENTRANTS.- Section 403(b) of such Act is 
amended by adding at the end the following 
new paragraph: 

" (3) SSI EXCEPTION FOR PERMANENT RESI
DENT ALIENS WHO ARE MEMBERS OF AN INDIAN 
TRIBE.-An alien described in section 
402(a)(2)(E), but only with respect to the pro
gram specified in section 402(a)(3)(A).". 

(b) EFFECTIVE DATE.- The amendments 
made by paragraphs (1) and (2) of subsection 
(a) shall take effect as though they had been 
included in the enactment of sections 402 and 
403 respectively, of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 
SEC. 9304. EXEMPTION FROM RESTRICTION ON 

SUPPLEMENTAL SECURITY INCOME 
PROGRAM PARTICIPATION BY CER
TAIN RECIPIENTS ELIGIBLE ON THE 
BASIS OF VERY OLD APPLICATIONS. 

(a) IN GENERAL.- Section 402(a)(2) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 is amended 
by redesignating subparagraph (F) (as pre
viously redesignated by section 9303(a)(l) of 
this Act) as subparagraph (G), and by insert
ing after subparagraph (E) the following new 
subparagraph: 

"(F) SSI EXCEPTION FOR CERTAIN RECIPIENTS 
ELIGIBLE ON THE BASIS OF VERY OLD APPLICA
TIONS.-With respect to the program speci
fied in paragraph (3)(A), paragraph (1) shall 
not apply to any individual (i) who is eligible 
for benefits under such program for months 

after July 1996 on the basis of an application 
filed before January 1, 1979, and (ii) with re
spect to whom the Commissioner lacks clear 
and convincing evidence that such individual 
is an alien ineligible for such benefits as a 
result of the application of this section." . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall take effect as 
thouo-h it had been included in the enact
ment of section 402 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 
SEC. 9305. EXTENSION OF DEADLINES FOR SSI 

REDETERMINATION PROVISIONS. 
(a) IN GENERAL.-Section 402(a)(2)(G)(i) of 

the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (as redesig
nated by section 9304(a) of this Act) is 
amended-

(1) in subclause (I), by striking "the date 
which is 1 year after such date of enact
ment" and inserting " March 31, 1998 or, if 
later, the date which is 255 days after the 
date of the enactment of [INSERT SHORT 
TITLE OF THE ACT CONTAINING THIS 
AMENDMENT]"; and 

(2) in subclause (III)-
(A) by striking "the date of the redeter

mination with respect to such individual" 
and inserting "March 31, 1998 or, if later, the 
date which is 255 days after the date of the 
enactment of [INSERT SHORT TITLE OF 
THE ACT CONTAINING THIS AMEND
MENT] "; and 

(B) by inserting ", and the provisions of 
section 1614(a)(4) and clauses (i) and (ii) of 
section 1631(a)(7)(A) of the Social Security 
Act shall not apply to such individual" be
fore the period. 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall take effect as 
though they had been included in the enact
ment of section 402 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 
SEC. 9306. REALLOCATION OF DISABILITY DETER

MINATION WORKLOADS RELATING 
TO ALIENS. 

In any State making disability determina
tions in accordance with section 221 of the 
Social Security Act, the Commissioner of 
Social Security may, notwithstanding the 
provisions of such section specifying the cir
cumstances under which the Commissioner 
may assume the disability determination 
function in such State, elect to make the de
termination of disability with respect to 
some or all of the individuals in such State 
who are described in section 402(a)(2)(D) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (as added 
by section 9301(a) of this Act) or to transfer 
responsibility for such function to anoth~r 
State that the Commissioner determines is 
willing and ab~e to perform such function, if 
the Commissioner determines that such ac
tion is necessary to comply with the dead
line specified in section 402(a)(2)(G )(i)(I) of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (as redesig
nated by section 9304(a) of this Act). 
SEC. 9307. PRESUMPTION OF DISABILITY FOR 

PURPOSES OF THE SUPPLEMENTAL 
SECURITY INCOME PROGRAM IN 
THE CASE OF CERTAIN QUALIFIED 
ALIENS RESIDING IN CERTAIN FA
CILITIES OR RECEIVING HOSPICE 
CARE. 

For the purpose of determining whether a 
qualified alien (as defined in section 431 of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996) meets the 
requirement contained in clause (i) of sec
tion 402(a)(2)(D) of such Act (as added by sec
tion 9301(a) of this Act), a qualified alien-

(1) who-
(A) has attained the age of 65; and 
(B) resides in an institution (or distinct 

part of an institution) that is primarily en
gaged in providing medical, custodial, or 
other care to residents who, because of their 
mental or physical condition, require such 
care; or 

(2) who is terminally ill and receiving hos
pice care, 
shall be presumed to be blind or disabled 
within the meaning of section 1614(a)(2) or 
1614(a)(3), respectively, of the Social Secu
rity Act. Such presumption may be rebutted 
only if the Commissioner of Social Security 
receives clear and convincing evidence to the 
contrary. 
SEC. 9308. RELIANCE ON INFORMATION FROM 

OTHER AGENCIES. 
(a) RELIANCE.-No~withstanding any other 

provision of law, in determining whether a 
qualified alien (as defined in section 431 of 
the Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996) meets the 
requirement respecting blindness or dis
ability contained in clause (i) of section 
402(a)(2)(D) of such Act (as added by section 
9301(a) of this Act), the Commissioner of So
cial Security may rely on information from 
a State or Federal agency respecting the 
medical condition of such individual in any 
case where such information indicates to the 
Commissioner's satisfaction that such indi
vidual is blind or disabled within the mean
ing of section 1614(a)(2) or secti?n 1614(a)(3), 
respectively, of the Social Security Act. 

(b) PROVISION OF INFORMATION.-Notwith
standing any other provision of law other 
than section 6103 of the Internal Revenue 
Code of 1986, the Department of Health and 
Human Services, the Immigration and Natu
ralization Service, an agency of any State, 
or any other governmental agency may dis
close to the Social Security Administration 
information respecting the medical condi
tion of an individual that the Commissioner 
of Social Security requests for the purpose of 
making the determination described in sub
section (a). 

(c) TEMPORARY EXEMPTION FROM COMPVTER 
MATCHING REQUffiEMENTS.-The provisions of 
subsections (e)(12), (o), (p), (q), and (u) of sec
tion 552a of title 5, United States Code, shall 
not apply to any computer matching pro
gram conducted during the one-year period 
following the date of the enactment of [IN
SERT SHORT TITLE OF THE ACT CON
TAINING THIS PROVISION] for the purpose 
of making the determinations described in 
subsection (a). 
SEC. 9309. TREATMENT OF CERTAIN AMERASIAN 

IMMIGRANTS AS REFUGEES. 
(a) AMENDMENTS TO EXCEPTIONS FOR REFU

GEES/ASYLEES.-
(1) FOR PURPOSES OF SS! AND FOOD 

STAMPS.- Section 402(a)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 is amended-

(A) by striking "; or" at the end of clause 
(ii); 

(B) by striking the period at the end of 
clause (iii) and inserting"; or"; and 

(C) by adding after clause (iii) the fol
lowing new clause: 

" (iv) an alien is admitted to the United 
States as an Amerasian immigrant pursuant 
to section 584 of the Foreign Operations, Ex
port Financing, and Related Programs Ap
propriations Act, 1988, as incorporated into 
section 101(e) of the joint resolution making 
further continuing appropriations for the fis
cal year 1988, Public Law 100-202, and amend
ed by the 9th proviso under Migration and 
Refugee Assistance in title II of the Foreign 
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Operations, Export Financing, and Related 
Programs Appropriations Act, 1991, Public 
Law 101-513.". 

(2) FOR PURPOSES OF TANF, SSBG, AND MED
ICAID.-Section 402(b)(2)(A) of such Act is 
amended-

(A) by striking "; or" at the end of clause 
(ii); 

(B) by striking the period at the end of 
clause (iii) and inserting " ; or"; and 

(C) by adding after clause (iii) the fol
lowing new clause: 

"(iv) an alien described in subsection 
(a)(2)(A)(iv) until 5 years (or 7 years, in the 
case of the program specified in paragraph 
(3)(C)) after the date of such alien's entry 
into the United States.". 

(3) FOR PURPOSES OF EXCEPTION FROM 5-
YEAR LIMITED ELIGIBILITY OF QUALIFIED 
ALIENS.-Section 403(b)(l) of such Act is 
amended by adding after subparagraph (C) 
the following new subparagraph: 

"(D) An alien described in section 
402(a)(2)(A)(iv). ". 

(4) FOR PURPOSES OF CERTAIN STATE PRO
GRAMS.-Section 412(b)(l) of such Act is 
amended by adding after subparagraph (C) 
the following new subparagraph: 

"(D) An alien described in section 
402(a)(2)(A)(iv). ". 

(b) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to periods beginning on or after Oc
tober 1, 1997. 
SEC. 9310. 5-YEAR LIMITED ELIGIBILITY FOR 

MEANS-TESTED PUBLIC BENEFITS: 
SPECIAL RULE FOR CUBAN AND HAI· 
TIAN ENTRANTS. 

(a) CORRECTION OF REFERENCE.-Section 
403(d) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
is amended by striking "section 501(e)(2)" 
and inserting "section 501(e)". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall be effective with 
respect to periods beginning on or after Oc
tober 1, 1997. 

AMENDMENT TO H.R.-, AS REPORTED, OFFERED 
BY MR. LEVIN OF MICHIGAN 

Strike sections 5004 and 9004, and redesig
nate succeeding sections and amend the 
table of contents, accordingly. 

AMENDMENT TO H.R.-, AS REPORTED, OFFERED 
BY MR. LEVIN OF MICHIGAN 

Strike section 9102, and redesignate suc
ceeding sections and amend the table of con
tents, accordingly. 

AMENDMENT TO R.R.-, AS REPORTED (RELATING 
TO RECONCILIATION), OFFERED BY MR. CON
YERS OF MICHIGAN 
In section 9004(a) (Committee on Ways and 

Means print), and in section 5004(a) (Edu
cation and Labor print) strike the close 
marks and the period at the end. 

In section 407(j) of the Social Security Act, 
as amended by Section 9004(a) of the bill , and 
in section 407(k) of the Social Security Act, 
as amended by Section 5004(a) of the bill, add 
the following at the end: 

"(6) RULE OF CONSTRUCTION.-Nothing in 
this title shall be construed to deny recipi
ents of assistance engaging in work, work 
experience, or community service under this 
title protection under title VII of the Civil 
Rights Act of 1964." 

AMENDMENT TO H.R.-, AS REPORTED, OFFERED 
BY MR. CONYERS OF MICHIGAN (MALPRACTICE) 
Strike sections 4801 through 4812 (Com

mittee on Commerce) and 10801through10812 

(Committee on Ways and Means), redesig
nate succeeding sections, and conform the 
table of contents. 

AMENDMENT OFFERED BY REPRESENTATIVE 
ROUKEMA AND REPRESENTATIVE POMEROY 

Strike sections 5301 through 5307 of sub
title D of Title V. 

AMENDMENT OFFERED BY MR. WAXMAN TO THE 
MEDICAID RECONCILIATION PROVISIONS 

At the end of •the text, add the following 
new chapter: 

CHAPTER 4-EXTENSION OF PREMIUM 
PROTECTION FOR LOW-INCOME MEDI
CARE BENEFICIARIES 
SEC. 3481. EXTENSION OF SLMB PROTECTION. 

(a) IN GENERAL.-Section 1902(a)(10)(E)(iii) 
(42 U.S.C. 1396a(a)(10)(E)(iii)) is amended by 
striking "and 120 percent in 1995 and years 
thereafter" and inserting ", 120 percent in 
1995 through 1997, 130 percent in 1998, 140 per
cent in 1999, and 150 percent in 2000 and years 
thereafter ''. 

(b) 100 PERCENT FMAP.- Section 1905(b) (42 
U.S.C. 1396d(b)) is amended by addfng at the 
end the following: " Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 
medical assistance for medical assistance de
scribed in section 1902(a)(10(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section". 

"(ii) in the manner and through the writ
ten instrumentalities such MedicarePlus or
ganization deems appropriate, makes avail
able information on its policies regarding 
such service to prospective enrollees before 
or during enrollment and to enrollees within 
90 days after the date that the organization 
or plan adopts a policy regarding such a 
counseling or referral service. 

AMENDMENT OFFERED BY REPRESENTATIVE 
DAVIS OF VIRGINIA AND REPRESENTATIVE 
NORTON OF THE DISTRICT OF COLUMBIA 
The amendment consists of the text of 

R.R. 1963. 

AMENDMENT TO R.R. -, AS REPOR'l'ED (RELAT
ING TO RECONCILIATION) OFFERED BY MR. 
BERMAN OF CALIFORNIA 
At an appropriate place, insert the fol

lowing (and make such technical and con
forming changes as may be appropriate): 
SEC. . AMENDMENT TO PRESERVE FOOD STAMP 

ELIGIBILITY OF MIGRANT AND SEA· 
SONAL AGRICULTURAL WORKERS. 

Subtitle D of title IV of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 is amended by adding 
at the end the following: 
"SEC. 435. PRESERVATION OF ELIGIBILITY OF Ml· 

GRANT AND SEASONAL AGRICUL· 
TURAL WORKERS TO RECEIVE FOOD 
STAMP BENEFITS. 

"(a) EXCLUSION OF MIGRANT AND SEASONAL 
AGRICULTURAL WORKERS.-Notwithstanding 
any other provision of this title, a migrant 
or seasonal agricultural worker who is eligi
ble, as determined under the Food Stamp 
Act of 1977 (7 U.S.C. 2012(h)), to participate in 
the food stamp program (as defined in sec
tion 3(h) of such Act) shall not be deter
mined , by reason of the operation of this 
title, to be ineligible to participate in such 
program. 

"(b) DEFINITION.-For purposes of sub
section (a), the term 'migrant or seasonal ag
ricultural worker'-

"(1) has the meaning given the term 'mi
grant agricultural worker' in section 3(8) of 
Public Law 97-470 (29 U.S.C. 1802(8)), and 
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"(2) has the meaning given the term 'sea

sonal agricultural worker' in section 3(10) of 
Public Law 97-470 (29 U.S.C. 1802(10)). " . 

AMENDMENT TO H.R.-, AS REPORTED 
OFFERED BY MRS. THURMAN OF FLORIDA 

[(Amendment to Medicare Reconciliation 
Provisions)) 

At the end of subtitle D of title X (relating 
to Anti-Fraud and Abuse Provisions), add 
the following (and conform the table of con
tents of such title accordingly): 
SEC. 10311. EXTENSION OF SUBPOENA AND JN. 

JUNCTION AUTHORITY. 
(a) SUBPOENA AUTHORITY.-Section 

1128A(j)(l) (42 U.S.C. 1320a-7a(j)(l)) is amend
ed by inserting "and section 1128" after 
" with respect to this section" . 

(b) INJUNCTION AUTHORITY.-Section 
1128A(k) (42 U.S.C. 1320a- 7a(k)) is amended by 
inserting " or an exclusion under section 
1128," after " subject to a civil monetary pen
alty under this section,". 

(C) CLARIFYING AMENDMENTS.-Section 
1128A(j) (42 U.S.C. 1320a- 7a(j)) is amended

(1) in paragraph (1)-
(A) by inserting ", except that, in so apply

ing such sections, any reference therein to 
the Commissioner of Social Security or the 
Social Security Administration shall be con
sidered a reference to the Secretary or the 
Department of Health and Human Services, 
respectively" after " with respect to title II"; 
and 

(B) by striking the second sentence; and 
(2) in paragraph (2), to read as follows: 
"(2) The Secretary may delegate to the In

spector General of the Department of Health 
and Human Services any or all authority 
granted under this section or under section 
1128. ". 

(d) CONFORMING AMENDMENT.-Section 1128 
(42 U.S.C . 1320a- 7) is amended by adding at 
the end the following new subsection: 

"(j) REFERENCE TO LAWS DIRECTLY AFFECT
ING THIS SECTION.-For provisions of law con
cerning the Secretary's subpoena and injunc
tion authority under this section, see section 
1128A(j) and (k).". 
SEC. 10312. KICKBACK PENALTIES FOR KNOWING 

VIOLATIONS. 
Section 1128B(b) (42 U.S.C. 1320a-7b(b)) is 

amended by striking "and willfully" each 
place it occurs. 
SEC. 10313. ELIMINATION OF EXCEPTION OF FED

ERAL EMPLOYEES HEALTH BENE· 
FITS PROGRAM FROM DEFINITION 
OF FEDERAL HEALTH CARE PRO· 
GRAM. 

Section 1128B(f)(l) (42 U.S.C. 1320a-7b(f)(l)) 
is amended by striking "(other than the 
health insurance program under chapter 89 
of title 5, United States Code)". 
SEC. 10314. LIABILITY OF PHYSICIANS IN SPE· 

CIALTY HOSPITALS. 
Section 1867(d)(l)(B) (42 U.S.C. 

1395dd(d)(l)(B)) is amended-
(1) by inserting "or a physician working at 

or on-call at a hospital that is subject to the 
requirements of subsection (g)," after "phy
sician on-call for the care of such an indi
vidual,"; 

(2) by striking "or" at the end of clause (i); 
and 

(3) by adding after clause (ii) the following 
new clauses: 

"(iii) fails or refuses to appear within a 
reasonable time at a hospital subject to the 
requirements of subsection (g) in order to 
provide an appropriate medical screening ex
amination as required by subsection (a), or 
necessary stabilizing treatment as required 
by subsection (b), or 

"(iv) fails or refuses to accept an appro
priate transfer of a patient to a hospital that 
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has specialized capabilities or facilities as 
defined in subsection (g)," . 
SEC. 10315. EXPANSION OF CRIMINAL PENALTIES 

FOR KICKBACKS. 

(a) APPLICATION OF CRIMINAL PENALTY AU
THORITY TO ALL HEALTH CARE BENEFIT PRO
GRAMS.-Section 1128B(b) (42 u.s.c. 1320a-
7b(b)) is amended by striking " Federal 
health care program" each place it appears 
and inserting " health care benefit program". 

(b) ATTORNEY GENERAL'S AUTHORITY TO 
SEEK CIVIL PENALTIES.- Section 1128B ( 42 
U.S.C. 1320a- 7b) is further amended by add
ing at the end the following new subsection: 

"(g)(l) The Attorney General may bring an 
action in the district courts to impose upon 
any person who carries out any activity in 
violation of this section with respect to a 
Federal health care program a civil penalty 
of $25,000 to $50,000 for each such violation, 
and damages of three times the total remu
neration offered, paid, solicited. or received. 

"(2) A violation exists under paragraph (1) 
if one or more purposes of the remuneration 
is unlawful , and the damages shall be the full 
amount of such remuneration. 

"(3) The procedures for actions under para
graph (1) with regard to subpoenas, statute 
of limitations. standard of proof, and collat
eral estoppel shall be governed by 31 U.S.C. 
3731, and the Federal Rules of Civil Proce
dure shall apply to actions brought under 
this section. 

"( 4) This provision does not affect the 
availability of other criminal and civil rem
edies for such violations.". 

(c) ATTORNEY GENERAL'S INJUNCTION Au
THORITY.-Section 1128B (42 u.s.c. 1320a- 7b) 
is further amended by adding at the end the 
following new subsection: 

"(h) If the Attorney General has reason to 
believe that a person is engaging in conduct 
constituting an offense under subsection (b) 
or (g), the Attorney General may petition an 
appropriate United States district court for 
an order prohibiting that person from engag
ing in such conduct. The court may issue an 
order prohibiting that person from engaging 
in such conduct if the court finds that the 
conduct constitutes such an offense. The fil
ing of a petition under this section does not 
preclude any other remedy which is avail
able by law to the United States or any other 
person.". 

(d) DEFINITION.- Section 1128B(f) (42 u.s.c. 
1320a- 7b(f)) is amended-

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

(2) by striking "(f) " and inserting "(f)(l)"; 
and 

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

''(2) For purposes of this section, the term 
" health care benefit program" has the mean
ing given such term in 18 U.S.C. 24(b).". 

(e) CONFORMING AMENDMENTS.-
(!) Section 1128A(a) (42 U.S.C. 1320a- 7a(a)) 

is amended in the final sentence by striking 
"1128B(f)(l)" and inserting " 1128B(f)(l)(A)" ; 
and 

(2) Section 24(a) of title 18 of the United 
States Code is amended-

(A) by striking the period at the end of 
paragraph (2) and adding a semicolon; and 

(B) by adding after paragraph (2) the fol
lowing new paragraph: 

"(3) section 1128B of the Social Security 
Act. ". 
SEC. 10316. REPEAL OF HIPAA ADVISORY OPIN· 

ION AUTHORl'IY. 

Section 1128D (42 U.S.C. 1320a-7d) is amend
ed by striking subsection (b). 

SEC. 10317. REPEAL EXPANDED EXCEPTION FOR 
RISK-SHARING CONTRACT TO ANTI· 
KICKBACK PROVISIONS. 

Section 1128B(b)(3) (42 U.S.C. 1320a-
7b(b)(3)) . as amended by section 216(a) of the 
Health Insurance Portability and Account
ability Act of 1996, is amended-

(1) by adding " and" at the end of subpara
graph (D); 

(2) by striking "; and" at the end of sub
paragraph (E) and inserting a period; and 

(3) by striking subparagraph (F). 
SEC. 10318. ADMINISTRATIVE FEES FOR MEDI· 

CARE OVERPAYMENT COLLECTION. 
(a) ADMINISTRATIVE FEES FOR PROVIDERS OF 

SERVICES UNDER PART A.- Section 1815(d) (42 
U.S.C. 1395g(d)) is amended by inserting "(1)" 
after "(d)" and by adding at the end the fol
lowing new paragraph: 

"(2)(A) Except as provided in subparagraph 
(B). if the payment of the excess described in 
paragraph (1) is not made (or effected by off
set) within 30 days of the date of the deter
mination, an administrative fee of 1 percent 
of the outs tan ding balance of the excess 
(after application of paragraph (1)). or such 
lower amount as an Administrative Law 
Judge may determine upon an appeal of the 
initial determination of the excess, shall be 
imposed on the provider, for deposit into the 
Trust Fund under this part. 

"(B) The administrative fee shall be im
posed under subparagraph (A) on a provider 
of services paid on a prospective basis only if 
such provider's cost report with respect to 
the payment determined to be in excess of 
the payment due under this part indicates 
that the provider's projected costs exceeded 
its actua l costs by 30 percent or more. " . 

(b) ADMINISTRATIVE FEES FOR PROVIDERS OF 
SERVICES OR OTHER PERSONS UNDER PART 
B.- Section 1833(j) (42 u.s.c. 1395Z(j)) is 
amended by inserting "(1)" after "(j)" and by 
adding at the end the following new para
graph: 

''(2) If the excess described in paragraph (1) 
is not made (or effected by offset) within 30 
days of the date of the determination, an ad
ministrative fee of 1 percent of the out
standing balance of the excess (after applica
tion of paragraph (1)), or such lower amount 
as an Administrative Law Judge may deter
mine upon an appeal of the initial deter
mination of the excess, shall be imposed on 
the provider, or other person receiving the 
excess, for deposit into the Trust Fund under 
this part. " . 

(c) E FFECTIVE DATE.-The amendments 
made by this section shall apply to final de
terminations made on or after the date of en
actment of this Act. 
SEC. 10319. AUTOMATED PREPAYMENT SCREEN· 

ING REQUIREMENT. 
(a) DETERMINATION BY ADMINISTRATOR.-By 

September 1 of each year (beginning with 
1998), the Administrator of the Health Care 
Financing Administration, after consulta
tion with the Comptroller General of the 
United States, shall determine-

(1) the medical diagnoses by providers of 
services under title XVIII of the Social Secu
rity Act which frequently result in overpay
ments to such providers under such title; and 

(2) the percentage of claims involving the 
diagnoses described in paragraph (1), that fis
cal intermediaries and carriers under such 
title sh a ll screen before payment is made in 
order to avoid such overpayments. 

(b) REQUIREMENT FOR FISCAL INTER
MEDIARIES AND CARRIERS.- The Secretary of 
Health and Human Services shall not enter 
into a contract with a fiscal intermediary or 
carrier under title XVIII of the Social Secu
rity Act (42 U.S.C. 1395 et seq.) unless the 

Secretary finds that such intermediary or 
carrier will screen the claims for payment, 
in accordance with subsection (a), under 
such title. 

(C) NOTICE TO FISCAL INTERMEDIARIES AND 
CARRIERS.-The Secretary shall cause to 
have published in the Federal Register, in 
the last 15 days of October of each year, the 
results of the determination made under sub
section (a). 

AMENDMENT TO THE COMMITTEE PRINT 
OFFERED BY MR. BECERRA OF CALIFORNIA 

At the end of subtitle D of title IX (relat
ing to restricting welfare and public benefits 
for aliens) insert the following new section: 
SEC. 9305. SSI ELIGIBILI'IY FOR CERTAIN DIS· 

ABLED ALIENS. 
Section 402(a)(2) of the Personal Responsi

bility and Work Opportunity Reconciliation 
Act of 1996 (8 U.S.C. 1612(a)(12)) is amended 
by inserting after subparagraph (F) (as added 
by section 9303) the following new subpara
graph: 

"(G) SSI ELIGIBILITY FOR CERTAIN DISABLED 
ALIENS.-With respect to the program speci
fied in paragraph (3)(A) (relating to the sup
plemental security income program), para
graph (1) shall not apply to a qualified 
alien-

"(i) who is blind or disabled within the 
meaning of section 1614(a)(2) or 1614(a)(3), re
spectively, of the Social Security Act; and 

"(ii) who on or before August 22. 1996, ob
tained a status within the meaning of the 
term 'qualified alien ' .". 

AMENDMENT OFFERED BY MR. PALLONE, MS. 
ESHOO, AND MS. FURSE TO THE CHILD HEALTH 
RECONCILIATION PROVISIONS 
Strike the entire text and insert the fol

lowing: 
Subtitle F-Cbild Health Insurance Initiative 

Act of 1997 
SEC. 3500. SHORT TITLE OF SUBTITLE. 

This subtitle may be cited as the " Child 
Health Insurance Initiative Act of 1997". 

CHAPTER I-IMPROVED OUTREACH 
SEC. 3501. GRANT PROGRAM TO PROMOTE OUT· 

REACH EFFORTS. 
(a) AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated, for 
each fiscal year beginning with fiscal year 
1998 to the Secretary of Health and Human 
Services, $25,000,000 for grants to States, lo
calities, and nonprofit entities to promote 
outreach efforts to enroll eligible children 
under the medicaid program under title XIX 
of the Social Security Act (42 U.S.C. 1396 et 
seq.) and related programs. 

(b) USE OF FUNDS.-Funds under this sec
tion may be used to reimburse States, local
ities, and nonprofit entities for additional 
training and administrative costs associated 
with outreach activities. Such activities in
clude the following: 

(1) USE OF A COMMON APPLICATION FORM FOR 
FEDERAL CHILD ASSISTANCE PROGRAMS.- lm
plementing use of a single application form 
(established by the Secretary and based on 
the model application forms developed under 
subsections (a) and (b) of section 6506 of the 
Omnibus Budget Reconciliation Act of 1989 
(42 U.S.C. 701 note; 1396a note)) to determine 
the eligibility of a child or the child's family 
(as applicable) for assistance or benefits 
under the medlcaid program and under other 
Federal child assistance programs (such as 
the temporary assistance for needy families 
program under part A of title IV of the So
cial Security Act (42 U.S.C. 601 et seq.), the 
food stamp program, as defined in section 
3(h) of the Food Stamp Act of 1977 (7 U.S.C. 
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2012(h)), and the State program for fos ter 
care maintenance payments and adoption as
sistance payments under part E of title IV of 
the Social Security Act (42 U.S.C. 670 et 
seq.)). 

(2) EXPANDING OUTSTATIONING OF ELIGI
BILITY PERSONNEL.-Providing for the sta
tioning of eligibility workers at sites, such 
as hospitals and health clinics, at which chil
dren receive health care or related services. 

(c) APPLICATION, ETC.-Funding shall be 
made available under this section only upon 
the approval of an application by a State, lo
cality, or nonprofit entity for such funding 
and only upon such terms and conditions as 
the Secretary specifies. 

(d) ADMINISTRATION.-The Secretary may 
administer the grant program under this sec
tion through the identifiable administrative 
unit designated under section 509(a) of the 
Social Security Act (42 U.S.C. 709(a)) to pro
mote coordination of medicaid and maternal 
and child health activities and other child 
health related activities. 

CHAPTER 2-STRENGTHENING MEDICAID 
PROGRAM 

SEC. 3521. STATE OPTION OF CONTINUOUS ELIGI· 
BILITY FOR 12 MONTHS FOR CHIL
DREN UNDER THE MEDICAID PRO· 
GRAM. 

(a) IN GENERAL.-Section 1902(e) of the So
cial Security Act (42 U.S.C. 1396a(e)) is 
amended by adding at the end the following 
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 ag·e) and who is determined to be 
eligible for benefits under a State plan ap
proved under this title under subsection 
(a)(lO)(A) shall remain eligible for those ben
efits until the earlier of-

"(A) the end of a period (not to exceed 12 
months) following the determination; or 

"(B) the time that the individual exceeds 
that age. " . 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) applies to medical as
sistance for items and services furnished on 
or after January 1, 1998. 
SEC. 3522. CLARIFICATION OF STATE OPTION TO 

COVER ALL CHILDREN UNDER 19 
YEARS OF AGE. 

Effective upon the date of the enactment 
of this Act, section 1902(1)(1)(D) of the Social 
Security Act (42 U.S.C. 1396a(l)(l)(D)) is 
amended by inserting "(or, at the option of a 
State, after any earlier date) " after "chil
dren born after September 30, 1983". 

CHAPTER 3-MEDIKIDS PROGRAM 

SEC. 3531. STATE ENTITLEMENT TO PAYMENT 
FOR MEDIKIDS PROGRAM. 

(a) IN GENERAL.-Each State that has a 
plan for a child health insurance program, or 
MediKids program, approved by the Sec
retary is entitled to receive, from amounts 
in the Treasury not otherwise appropriated 
and for each fiscal year beginning with fiscal 
year 1998, payment of the amounts provided 
under section 3533. 

(b) APPLICATION.- The Secretary shall es
tablish a procedure for the submittal and ap
proval of plans for MediKids programs under 
this chapter. The Secretary shall approve 
the plan of a State for such a program if the 
Secretary determines that--

(1) the State is meeting the medicaid cov
erage requirements of section 3532(a), and 

(2) the plan provides assurances satisfac
tory to the Secretary that the MediKids pro
gram will be conducted consistent with the 
applicable requirements of section 3532. 

SEC. 3532. REQUIREMENTS FOR APPROVAL OF 
MEDIKIDS PROGRAM. 

(a) ADEQUATE MEDICAID COVERAGE.-The 
medicaid coverage requirements of this sub
section are the following: 

(1) COVERAGE OF PREGNANT WOMEN AND 
CHILDREN AND INFANTS UP TO 185 PERCENT OF 
POVERTY .-The State has established 185 per
cent of the poverty line as the applicable 
percentage under section 1902(1)(2)(A) of the 
Social Security Act (42 U.S.C. 1396a(l)(2)(A)). 

(2) COVERAGE OF CHILDREN UP TO 19 YEARS 
OF AGE.-The State provides, either through 
exercise of the option under section 
1902(1)(1)(D) of such Act (42 U.S.C. 
1396a(l)(l)(D)) or authority under section 
1902(r)(2) of such Act (42 U.S.C. 1396a(r)(2)) for 
coverage under section 1902(1)(1)(D) of such 
Act of individuals under 19 years of age, re
gardless of date of birth. 

(3) MAINTENANCE OF EFFORT.-
CA) MEDICAID.-Subject to subparagraph 

(B), the State-
(1) has not modified the eligibility require

ments for children under the State medicaid 
plan, as in effect on January 1, 1997 in any 
manner that would have the effect of reduc
ing the eligibility of children for coverage 
under such plan, and 

(ii) will use the funds provided under this 
chapter to supplement and not supplant 
other Federal and State funds. 

(B) WAIVER EXCEPTION.-Subparagraph (A) 
shall not apply to modifications made pursu
ant to an application for a waiver under sec
tion 1115 of the Social Security Act (42 
U.S.C. 1315) submitted before January 1, 1997. 

(b) COVERAGE OF UNINSURED CHILDREN.-
(1) IN GENERAL.-A MediKids program shall 

not provide benefits for children who are 
otherwise covered for such benefits under a 
medicaid plan or under a group health plan, 
health insurance coverage, or other health 
benefits coverage, but may expend funds for 
outreach and other activities in order to pro
mote coverage under such plans. 

(2) CONSTRUCTION.-Nothing in this sub
section shall be construed as requiring a 
MediKlds plan of a State to provide coverage 
for all near poverty level children described 
in paragraph (1) who are residing in the 
State. 

(C) MEDICAID-EQUIVALENT BENEFITS.-
(1) IN GENERAL.-Subject to subsection (d), 

a MediKids program shall provide benefits to 
eligible children for the equivalent items and 
services for which medical assistance is 
available (other than cost sharing) to chil
dren under the State 's medicaid plan. 

(2) CONSTRUCTION.-Nothing in this sub
section shall be construed as limiting the 
method under which a MediKids plan may 
provide benefits, including through purchase 
of health insurance coverage, direct payment 
for covered services, or otherwise. 

(d) PREMIUMS AND COST-SHARING.- A 
MediKids program may-

(1) require the payment of premiums as a 
condition for coverage, but only for a cov
ered child whose family income exceeds the 
poverty line; 

(2) impose deductibles, coinsurance, copay
ments, and other forms of cost-sharing with 
respect to benefits under the program; and 

(3) vary the levels of premiums, 
deductibles, coinsurance, copayments, and 
other cost-sharing based on a sliding scale 
related to the family income of the covered 
child. 
SEC. 3533. PAYMENT AMOUNTS. 

(a) TOTAL AMOUNT Av AILABLE.-The total 
amount of funds that is available for pay
ments under this chapter in any fiscal year 
is $2,000,000,000. 
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(b) ALLOTMEN'l' AMONG STATES.-
(1) IN GENERAL.-The Secretary shall estab

lish a formula for the allotment of the total 
amount of funds available under subsection 
(a) among the qualifying States for each fis
cal year. 

(2) BASIS.-The formula shall be based upon 
the Secretary's estimate of the number of 
near poverty level children in the State as a 
proportio:q of the total of such numbers for 
all the qualifying States. 

(3) CARRYFORWARD.-lf the Secretary does 
not pay to a State under subsection (c) in a 
fiscal year the amount of its allotment in 
that fiscal year under this subsection, the 
amount of its allotment under this sub
section for the succeeding fiscal year shall 
be increased by the amount of such shortfall. 

(C) PAYMENTS.-
(1) IN GENERAL.-From the allotment of 

each qualifying State under subsection (b) 
for a fiscal year, the Secretary shall pay to 
the State for each quarter in the fiscal year 
an amount equal to 75 percent of the total 
amount expended during such quarter to 
carry out the State's MediKids program. 

(2) NOT COUNTING COST SHARING.-For pur
poses of paragraph (1), if a MediKids program 
imposes premiums for coverage or requires 
payment of deductibles, coinsurance, copay
ments, or other cost sharing, under rules of 
the Secretary, expenditures attributable to 
such premiums or cost sharing shall not be 
taken into account under paragraph (1). 

(d) STATE ENTITLEMENT.-This chapter con
stitutes budget authority in advance of ap
propriations Acts, and represents the obliga
tion of the Federal Government to provide 
for the payment to qualifying States of 
amounts provided under this section. 
SEC. 3534. DEFINITIONS. 

For purposes of this chapter: 
(1) The term "child" means an individual 

under 19 years of age. 
(2) The term " medicaid plan" means the 

plan of medical assistance of a State under 
title XIX of the Social Security Act. 

(3) The term "MediKids program" means a 
child health insurance program of a State 
under this title. 

(4) The term " near poverty level child" 
means a child the family income of which (as 
defined by the Secretary) is at least 100 per
cent, but less than 300 percent, of the pov
erty line. 

(5) The term " poverty line" has the mean
ing given such term in section 673(2) of the 
Community Services Block Grant Act (42 
U.S.C. 9902(2)), including any revision re
quired by such section. 

(6) The term " qualifying State" means a 
State with a MediKids program for which a 
plan is submitted and approved under this 
title. 

(7) The term " Secretary" means the Sec
retary of Health and Human Services . 

(8) The term "State" means the 50 States, 
the District of Columbia, Puerto Rico, the 
Virgin Islands, Guam, American Samoa, and 
the Northern Mariana Islands. 

CHAPTER 4-ASSURING CHILDREN'S 
ACCESS TO HEALTH INSURANCE 

SEC. 3441. GUARANTEED AVAILABILITY OF INDI
VIDUAL HEALm INSURANCE COV
ERAGE TO UNINSURED CHILD;REN. 

(a) IN GENERAL.- Title XXVII of the Public 
Health Service Act, as added by section 
lll(a) of the Health Insurance Portability 
and Accountability Act of 1996, is amended 
by inserting after section 2741 the following 
new section: 
"SEC. 2741A. GUARANTEED AVAILABILITY OF IN

DIVIDUAL HEALm INSURANCE COV· 
ERAGE TO UNINSURED CHILDREN. 

"(a) GUARANTEED AVAILABILI'rY.-
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"(1) IN GENERAL.-Subject to the suc

ceeding subsections of this section, each 
health insurance issuer that offers health in
surance coverage (as defined in section 
2791(b)(l)) in the individual market in a 
State, in the case of an eligible child (as de
fined in subsection (b)) desiring to enroll in 
individual health insurance coverage-

"(A) may not decline to offer such cov
erage to, or deny enrollment of, such child; 

"(B) either (i) does not impose any pre
existing condition exclusion (as defined in 
section 2701(b)(l)(A)) with respect to such 
coverage, or (ii) imposes such a preexisting 
condition exclusion only to the extent such 
an exclusion may be imposed under section 
2701(a) in the case of an individual who is not 
a late enrollee; and 

"(C) shall provide that the premium for the 
coverage is determined in a manner so that 
the ratio of the premium for such eligible 
children to the premium for eligible individ
uals described in section 2741(b) does not ex
ceed the ratio of the actuarial value of such 
coverage (calculated based on a standardized 
population and a set of standardized utiliza
tion and cost factors) for children to such ac
tuarial value for such coverage for such eli
gible individuals. 

"(2) SUBSTITUTION BY STATE OF ACCEPTABLE 
ALTERNATIVE MECHANISM.-The requirement 
of paragraph (1) shall not apply to health in
surance coverage offered in the individual 
market in a State in which the State is im
plementing an acceptable alternative mecha
nism under section 2744. 

"(b) ELIGIBLE CHILD DEFINED.-In this part, 
the term 'eligible child' means an individual 
born after September 30, 1983, who has not 
attained 19 years of age and-

"(1) who is a citizen or national of the 
United States, an alien lawfully admitted for 
permanent residence, or an alien otherwise 
permanently residing in the United States 
under color of law; 

"(2) who is not eligible for coverage under 
(A) a group health plan, (B) part A or part B 
of title XVIII of the Social Security Act, or 
(C) a State plan under title XIX of such Act 
(or any successor program), and does not 
have other health insurance coverage; and 

"(3) with respect to whom the most recent 
coverage (if any, within the 1-year period 
ending on the date coverage is sought under 
this section) was not terminated based on a 
factor described in paragraph (1) or (2) of sec
tion 2712(b) (relating to nonpayment of pre
miums or fraud). 
For purposes of paragraph (2)(A), the term 
'group health plan ' does not include COBRA 
continuation coverage. 

"(c) INCORPORATION OF CERTAIN PROVI
SIONS.-

"(1) lN GENERAL.-Subject to paragraph (2), 
the provisions of subsections (c), (d), (e) and 
(f) (other than paragraph (1)) of section 2741 
and section 2744 shall apply in relation to eli
gible children under subsection (a) in the 
same manner as they apply in relation to eli
gible individuals under section 2741(a). 

"(2) SPECIAL RULES FOR ACCEPTABLE ALTER
NATIVE MECHANISMS.-With respect to apply
ing section 2744 under paragraph (1)-

"(A) the requirement in subsection 
(a)(l)(B) shall be applied instead of the re
quirement of section 2744(a)(l)(B); 

"(B) the requirement in subsection 
(a)(l)(C) shall be applied instead of the re
quirement of section 2744(a)( l)(D); and 

"(C) any deadline specified in such section 
shall be 1 year after the deadline otherwise 
specified.". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall take apply 1 

year after the effective date for section 2741 
of the Public Health Service Act (as provided 
under section lll(b)(l) of the Health Insur
ance Portability and Accountability Act of 
1996). 
CHAPTER 5-APPROPRIATION FOR DATA 

SEC. 3551. AUTHORIZATION OF APPROPRIATIONS. 
In addition to any other amounts author

ized to be appropriated , there are authorized 
to be appropriated $5,000,000 for the Bureau 
of the Census to refine the data on children 
in families with family incomes below 300 
percent of the applicable Federal poverty 
level in each State. • 

AMENDMENT TO H.R. -, OFFERED BY MR. 
BENTSEN 

Amend section 3471(b) to read as follows: 
(b)(l) ADJUSTMENT TO STATE DSH ALLOCA

TIONS.- Subsection (f) of section 1923 (42 
U.S.C. 1396r-4) is amended to read as follows: 

"(f) LIMITATION ON FEDERAL FINANCIAL 
PARTICIPATION.-

"(!) IN GENERAL.-Subject to section 
1903(x), 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 (as defined in para
graph (3)(B)) for quarters in a fiscal year in 
excess of the State disproportionate share 
hospital (in this subsection referred to as 
'DSH') allotments for the year (as specified 
in paragraph (2)). 

"(2) DETERMINATION OF STATE DSH ALLOT
MENTS.-

"(A) IN GENERAL.-The DSH allotment for 
a State is equal to its State 1995 DSH spend
ing minus-

"(i) for fiscal year 1998, O; 
"(ii) for fiscal year 1999, 15 percent of the 

State multiplier; and 
"(iii) for fiscal year 2000 and each suc

ceeding year, 25 percent of the State multi
plier. 

"(3) DEFINITIONS.-In this subsection: 
"(A) STATE.-The term 'State' means the 

50 States and the District of Columbia. 
"(B) STATE 1995 DSH SPENDING.-The term

State 1995 DSH spending means, with respect 
to a State, the total amount of payment ad
justments made under subsection (c) under 
the State plan during fiscal year 1995 as re
ported by the State no later than January 1, 
1997, on HCF A Form 64. 

"(C) STATE MULTIPLIER.-The term 'State 
multiplier' means, with respect to a State, 
the lesser of-

"(i) the State 1995 DSH spending; or 
"(ii) 12 percent of the total amount of ex

penditures made under the State plan under 
this title for medical assistance during fiscal 
year 1995 as reported by the State no later 
than January 1, 1997 on HCFA Form 64. " . 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to fiscal 
years beginning with fiscal year 1998. 

Mr. SOLOMON. Mr. Speaker, I yield 
myself the balance of my time. 

Mr. Speaker, I smell a cop-out. I hear 
Members standing up here finding all 
kinds of excuses to vote against this 
rule because it does not have any en
forcement procedures. Let me show my 
colleagues something. 

Here are thousands of pages of cuts, 
$182 billion in entitlement cuts over 
the next 5 years, $700 billion in locked
in spending cuts. If you want some fis
cal sanity around here, do what your 
President is asking us to do; he is call
ing your offices right now, saying sup-

port the rule, support the bill. Let us 
get together. A deal is a deal. 

Mr. Speaker, I yield back the balance 
of my time, and I move the previous 
question on the resolution. 

The SPEAKER pro tempore. The 
question is on ordering the previous 
question. 

The question was taken; and the 
Speaker pro tempore announced that 
the noes appeared to have it. 

Mr. SOLOMON. Mr. Speaker, I object 
to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempo re. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify ab
sent Members. 

The vote was taken by electronic de
vice, and there were-yeas 222, nays 
204, not voting 8, as follows: 

[Roll No. 238] 
YEAS-222 

Aderholt Ewing Lucas 
Archer Fawell Manzullo 
Armey Foley McColl um 
Bachus Forbes McCrery 
Baker Fowler McDade 
Ballenger Fox Mclnnis 
Barr Franks (NJ) Mcintosh 
Barrett (NE) Frelinghuysen McKeon 
Bartlett Gallegly Metcalf 
Barton Ganske Mica 
Bass Gekas Miller (FL) 
Bateman Gibbons Molinari 
Bereuter Gilchrest Moran (KS) 
Bil bray Gillmor Morella 
Bil!rakis Gilman Myrick 
Bliley Goodling Nethercutt 
Blunt Goss Neumann 
Boehlert Graham Ney 
Boehner Granger Northup 
Bonilla Greenwood Norwood 
Bono Gutknecht Nussle 
Brady Hansen Oxley 
Bryant Hastert Packard 
Bunning Hastings (WA) Pappas 
Burr Hayworth Parker 
Burton Hefley Paul 
Buyer Herger Paxon 
Callahan Hill Pease 
Calvert Hilleary Peterson (PA) 
Camp Hobson Petri 
Campbell Hoekstra Pickering 
Canady Horn Pitts 
Cannon Hostettler Pombo 
Castle Houghton Porter 
Chabot Hulshof Portman 
Chambliss Hunter Pryce (OH) 
Chenoweth Hutchinson Quinn 
Christensen Hyde Radanovich 
Coble Inglis Ramstad 
Coburn Is took Redmond 
Collins Jenkins Regula 
Combest Johnson (CT) Riggs 
Cook Johnson, Sam Riley 
Cooksey Jones Rogan 
Crane Kasi ch Rogers 
Crapo Kelly Rohrabacher 
Cu bin Kim Ros-Lehtinen 
Cunningham King(NY) Roukema 
Davis (VA) Kingston Royce 
Deal Klug Ryun 
DeLay Knollenberg Salmon 
Diaz-Balart Kolbe Sanford 
Dickey LaHood Saxton 
Doolittle Largent Scarborough 
Dreier Latham Schaefer, Dan 
Duncan LaTourette Schaffer, Bob 
Dunn Lazio Sensenbrenner 
Ehlers Leach Sessions 
Ehrlich Lewis (CA) Shad egg 
Emerson Lewis (KY) Shaw 
English Linder Shays 
Ensign Livingston Shimkus 
Everett LoBiondo Shuster 
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Skeen 
Smith (Ml) 
Smith (OR) 
Smith (TX) 
Smith, Linda 
Snowbarger 
Solomon 
Souder 
Spence 
Stearns 
Stump 

Abercrombie 
Ackerman 
Allen 
Andrews 
Baesler 
Baldacci 
Barcia 
Barrett (WI) 
Becerra 
Bentsen 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Bonior 
Borski 
Boswell 
Boucher 
Boyd 
Brown (CA) 
Brown (FL) 
Brown (OH) 
Capps 
Cardin 
Carson 
Clay 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Cummings 
Danner 
Davis (FL) 
Davis (IL) 
De Fazio 
DeGette 
Delahunt 
De Lauro 
Dellums 
Deutsch 
Dicks 
Dingell 
Dixon 
Doggett 
Dooley 
Doyle 
Edwards 
Engel 
Etheridge 
Evans 
Farr 
Fattah 
Fazio 
Filner 
Flake 
Foglietta 
Ford 
Frank (MA) 
Frost 
Furse 
Gejdenson 
Gephardt 
Gonzalez 
Goode 

Cox 
Eshoo 
Good latte 

Sununu 
Talent 
Tauzin 
Taylor (NC) 
Thomas 
Thornberry 
Thune 
Tl ah rt 
Upton 
Walsh 
Wamp 

NAYS-204 
Gordon 
Green 
Gutierrez 
Hall (OH) 
Hall <TX) 
Hamilton 
Harman 
Hastings (FL) 
Hefner 
Hilliard 
Hinchey 
Hinojosa 
Holden 
Hooley 
Hoyer 
Jackson (IL> 
Jackson-Lee 

(TX) 
Jefferson 
John 
Johnson (WI) 
Johnson, E. B. 
Kanjorski 
Kaptur 
Kennedy (MA) 
Kennedy (RI) 
Kennelly 
Kil dee 
Kilpatrick 
Kind (WI) 
Kleczka 
Klink 
Kucinich 
LaFalce 
Lampson 
Lantos 
Levin 
Lewis (GAJ 
Lipinski 
Lofgren 
Lowey 
Luther 
Maloney (CTJ 
Maloney (NYJ 
Manton 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McDermott 
McGovern 
McHale 
Mcintyre 
McKinney 
McNulty 
Meehan 
Meek 
Menendez 
Millender-

McDonald 
Miller(CA) 
Minge 
Mink 
Moakley 
Mollohan 
Moran (VA) 
Murtha 

NOT VOTING-8 
McHugh 
Pomeroy 
Schiff 

D 1313 

Watkins 
Watts (OK) 
Weldon (FL> 
Weldon (PA) 
Weller 
White 
Whitfield 
Wicker 
Wolf 
Young (AK) 
Young (FL) 

Nadler 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Peterson (MN) 
Pickett 
Poshard 
Price (NCJ 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Roemer 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schumer 
Scott 
Serrano 
Sherman 
Sisisky 
Skaggs 
Skelton 
Slaughter 
Smith, Adam 
Snyder 
Spratt 
Stabenow 
Stark 
Stenholm 
Stokes 
SLrickland 
Stupak 
Tanner 
Tauscher 
Taylor(MS) 
Thompson 
Thurman 
'l'ierney 
Torres 
Towns 
Traficant 
Turner 
Velazquez 
Vento 
Visclosky 
Waters 
Watt (NCJ 
Waxman 
Wexler 
Weygand 
Wise 
Woolsey 
Wynn 

Smith (NJ) 
Yates 

Mr. GONZALEZ and Mr. ADAM 
SMITH of Washington changed their 
vote from "yea" to "nay." 

Mr. GRAHAM changed his vote from 
"nay" to ''yea." 

So the previous question was ordered. 
The result of the vote was announced 

as above recorded. 
The SPEAKER pro tempo re (Mr. 

COMBEST). The question is on the reso
lution. 

.The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

RECORDED VOTE 

Mr. MOAKLEY. Mr. Speaker, I de
mand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 228, noes 200, 
answered "present" 1, not voting 5, as 
follows: 

Aderholt 
Archer 
Armey 
Bachus 
Baker 
Baldacci 
Ballenger 
Barr 
Barrett (NE) 
Bartlett 
Barton 
Bass 
Bateman 
Bereuter 
Bil bray 
Bilirakis 
Bliley 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Brady 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Castle 
Chabot 
Chambliss 
Chenoweth 
Christensen 
Coble 
Collins 
Combest 
Cook 
Cooksey 
Crane 
Crapo 
Cu bin 
Cunningham 
Davis (VAJ 
Deal 
De Lay 
Dlaz-Balart 
Dickey 
Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Everett 
Ewing 
Fawell 
Foley 
Forbes 
Fowler 
Fox 
Franks (NJ) 
Frelinghuysen 

[Roll No. 239) 
YEAS-228 

Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gllman 
Goodlatte 
Goodling 
Goss 
Graham 
Granger 
Greenwood 
Gutknecht 
Hall (TX) 
Hansen 
Hastert 
Hastings (WA) 
Hayworth 
Hefley 
Herger 
Hill 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jenkins 
Johnson (CTJ 
Johnson, Sam 
Jones 
Kasi ch 
Kelly 
Kim 
King (NY) 
Kingston 
Klug 
Knollenberg 
Kolbe 
LaHood 
Largent 
LaLham 
LaTourette 
Lazio 
Leach 
Lewis (CA> 
Lewis (KY) 
Linder 
Livingston 
LoBiondo 
Lucas 
Manzullo 
McColl um 
McCrery 
McDade 
McHugh 
Mcinnis 
Mcintosh 
McKeon 
Metcalf 
Mica 
Miller (FL) 
Molinari. 

Moran (KS> 
Moran (VA) 
Morella 
Myrick 
Nethercutt 
Neumann 
Ney 
Northup 
Norwood 
Nuss le 
Oxley 
Packard 
Pappas 
Parker 
Paul 
Paxon 
Pease 
Peterson (PAJ 
Petri 
Pickering 
Pitts 
Pombo 
Porter 
Portman 
Pryce (OH) 
Quinn 
Radanovich 
Ramstad 
Redmond 
Reg·ula 

.Riggs 
Riley 
Roemer 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Royce 
Ryun 
Salmon 
Sanford 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Sensenbrenner 
Sessions 
Shad egg 
Shaw 
Shays 
Shimkus 
Shuster 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (OR) 
Smith (TX) 
Smith, Adam 
Smith, Linda 
Snowbarger 
Solomon 
Souder 
Spence 
Stearns 
Stump 
Sununu 
'l'alent 
Tauzin 
Taylor (NCJ 
Thomas 

Thornberry 
Thune 
Tiahrt 
Traficant 
Upton 
Walsh 

Abercrombie 
Ackerman 
Allen 
Andrews 
Baesler 
Barcia 
Barrett (WI) 
Becerra 
Bentsen 
Berman 
Berry 
Bishop 
Blagojevlch 
Blumenauer 
Bonlor 
Borski 
Boswell 
Boucher 
Boyd 
Brown (CA) 
Brown (FL) 
Brown (OH) 
Capps 
Cardin 
Carson 
Clay 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Cummings 
Danner 
Davis (FL) 
Davis (IL) 
DeFazlo 
DeGette 
Delahunt 
DeLauro 
Dell urns 
Deutsch 
Dicks 
Dingell 
Dixon 
Doggett 
Dooley 
Doyle 
Edwards 
Engel 
Ensign 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Fazio 
Filner 
Flake 
Foglietta 
Ford 
Frank (MAJ 
Frost 
Furse 
Gejdenson 
Gephardt 

Wamp 
Watkins 
Watts (OK) 
Weldon (FL> 
Weldon (PA) 
Weller 

NAYS-200 
Gonzalez 
Goode 
Gordon 
Green 
Gutierrez 
Hall (OH) 
Hamilton 
Harman 
Hastings (FL) 
Hefner 
Hilliard 
Hinchey 
Hinojosa 
Holden 
Hooley 
Hoyer 
Jackson (IL) 
Jackson-Lee 

(TX) 
Jefferson 
John 
Johnson (WI) 
Johnson, E. B. 
Kanjorski 
Kaptur 
Kennedy (MA) 
Kennedy (RI) 
Kennelly 
Kil dee 
Kilpatrick 
Kind (WI) 
Kleczka 
Klink 
Kucinich 
LaFalce 
Lampson 
Lantos 
Levin 
Lewis (GA> 
Lipinski 
Lofgren 
Lowey 
Luther 
Maloney (CTJ 
Maloney (NY) 
Manton 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MOJ 
McCarthy <NY) 
McDermott 
McGovern 
McHale 
Mcintyre 
McKinney 
McNulty 
Meehan 
Menendez 
Millender-

McDonald 
Miller (CA) 
Minge 
Mink 
Moakley 
Mollohan 
Murtha 

White 
Whitfield 
Wicker 
Wolf 
Young (AK) 
Young (FL) 

Nadler 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Peterson (MN) 
Pickett 
Pomeroy 
Poshard 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Rothman 
Roukema 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schumer 
Scott 
Serrano 
Sherman 
Sisisky 
Skaggs 
Skelton 
Slaughter 
Snyder 
Spratt 
Stabenow 
Stenholm 
Stokes 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
Thompson 
Thurman 
Tierney 
Torres 
Towns 
Turner 
Velazquez 
Vento 
Vlsclosky 
Waters 
Watt (NC) 
Waxman 
Wexler 
Weygand 
Wise 
Woolsey 
Wynn 

ANSWERED "PRESENT"~l 

Coburn 

Cox 
Meek 

NOT VOTING-5 
Schiff 
Stark 

D 1331 

Yates 

So the resolution was agreed to. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table. 
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ANNOUNCEMENT OF AMENDMENT 

PROCESS FOR THE 1998 INTEL
LIGENCE AUTHORIZATION BILL 
(Mr. SOLOMON asked and was given 

permission to address the House for 1 
minute.) 

Mr. SOLOMON. Mr. Speaker, the 
Committee on Rules is planning to 
meet during the week of July 7; that is 
the week we return, to grant a rule for 
consideration of H.R. 1775, the intel
ligence authorization bill for fiscal 
year 1998. The chairman of the Perma
nent Select Committee on Intelligence 
has requested a rule which would re
quire the amendments be preprinted in 
the CONGRESSIONAL RECORD. If this re
quest is granted, amendments to be 
preprinted would need to be signed by 
the Member and submitted at the 
Speaker's table, not at the Committee 
on Rules. The amendments would still 
need to be consistent with House rules 
and would be given no special protec
tion by being printed. Members should 
use the Office of Legislative Counsel to 
ensure that their amendments are 
properly drafted and should check with 
the Office of the Parliamentarian to be 
certain that their amendments comply 
with the rules of the House. It is not 
necessary to submit the amendments 
again to the Cammi ttee on Rules. 
Members must submit them to the 
table here in the House. 

BALANCED BUDGET ACT OF 1997 
Mr. KASICH. Mr. Speaker, pursuant 

to House Resolution 174, I call up the 
bill (H.R. 2015) to provide for reconcili
ation pursuant to subsections (b)(l) and 
(c) of section 105 of the concurrent res
olution on the budget for fiscal year 
1998, and ask for its immediate consid
eration. 

The Clerk read the title of the bill. 
The SPEAKER pro tempo re (Mr. 

DREIER). Pursuant to House Resolution 
174, the amendment printed in the CON
GRESSIONAL RECORD numbered 1 is 
adopted. 

The text of H.R. 2015, as amended, is 
as follows: 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Balanced 
Budget Act of 1997' ' . 
SEC. 2. TABLE OF CONTENTS. 
Title I-Committee on Agriculture. 
Title II- Committee on Banking and Finan

cial Services. 
Title III- Committee on Commerce-Non

medicare. 
Title IV- Committee on Commerce-Medi

care. 
Title V-Committee on Education and the 

Workforce. 
Tittle VI-Committee on Government Re

form and Oversight. 
Title VII- Committee on Transportation and 

Infrastructure. 
Title VIII-Committee on Veterans' Affairs. 
Title IX-Committee on Ways and Means

Nonmedicare . 
Title X- Committee on Ways and Means

Medicare. 
Title XI- Budget Enforcement. 

TITLE 1-COMMITIEE ON AGRICULTURE 

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 paragraphs (5) and (6) 
as paragraphs (6) and (7), respectively; and 

(3) by inserting after paragraph (4) the fol-
lowing new paragraph: 

"(5) 15-PERCENT EXEMPTION.-
" (A) DEFINITIONS.- In this paragraph: 
" (1) CASELOAD.-The term 'caseload' means 

the average monthly number of individuals 
receiving food stamps during the 12-month 
period ending the preceding June 30. 

" (ii) COVERED INDIVIDUAL.-The term 'cov
ered individual' means a food stamp recipi
ent, or an individual denied eligibility for 
food stamp benefits solely due to paragraph 
(2), who-

" (!) i s 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 in the first 3 months of eligi
bility under paragraph (2); and 

"(V) is not receiving benefits under para
graph (6). 

"(B) GENERAL RULE.-Subject to subpara
graphs CC) through (F), a State agency may 
provide an exemption from the requirements 
of paragraph (2) for covered individuals. 

" (C) FISCAL YEAR 1998.- Subject to subpara
graph (E), for fiscal year 1998, a State agency 
may provide a number of exemptions such 
that the average monthly number of the ex
emptions in effect during the fiscal year does 
not exceed 15 percent of the number of cov
ered 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 fac
tors as the Secretary considers appropriate 
due to the timing and limitations of the sur
vey. 

" (D) SUBSEQUENT FISCAL YEARS.-Subject 
to subparagraphs (E) and (F), for fiscal year 
1999 and each subsequent fiscal year, a State 
agency may provide a number of exemptions 
such tha t the average monthly number of 
the exemptions in effect during the fiscal 
year does not exceed 15 percent of the num
ber of covered individuals in the State, as es
timated by the Secretary under subpara
graph (C), adjusted by the Secretary to re
flect changes in the State's caseload and the 
Secretary's estimate of changes in the pro
portion of food stamp recipients covered by 
waivers granted under paragraph (4). 

" (E) CASELOAD ADJUSTMENTS.- The Sec
retary shall adjust the number of individuals 
estimated for a State under subparagraph (C) 
or (D) during a fiscal year if the number of 
food stamp recipients in the State varies by 
a significant number from the caseload, as 
determined by the Secretary. 

" (F) EXEMPTION ADJUSTMENTS . .:_During fis
cal year 1999 and each subsequent fiscal year, 
the Secretary shall increase or decrease the 
number of individuals who may be granted 
an exemption by a State agency to the ex
tent that the average monthly number of ex
emptions in effect in the State for the pre
ceding fi scal year is greater or less than the 
average monthly number of exemptions esti
mated for the State agency during such pre
ceding fi scal year. 

" (G) REPORTING REQUIREMENT.-A State 
agency shall submit such reports to the Sec
retary as the Secretary determines are nee-

essary to ensure compliance with this para
graph.' '. 
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 amend
ed-

(1) by striking paragraph (1) and inserting 
the following new paragraph: 

"(1) IN GENERAL.-
"(A) AMOUNTS.-To carry out employment 

and training programs, the Secretary shall 
reserve 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, $221,000,000; 
" (iv) for fiscal year 1999, $224,000,000; 
"(v) for fiscal year 2000, $226,000,000; 
"(vi) for fiscal year 2001, $228,000,000; and 
"(vii) for fiscal year 2002, $210,000,000. 
"(B) LIMITATIONS.-The Secretary shall en

sure that-
" (i) the funds provided in this subpara

graph shall not be used for food stamp recipi
ents who receive benefits under a State pro
gram funded under part A of title IV of the 
Social Security Act (42 U.S.C. 601 et seq.); 
and 

" (ii) not less than 80 percent of the funds 
provided in this subparagraph shall be used 
by a State agency for employment and train
ing programs under section 6(d)(4), other 
than job search or job search training pro
grams, for food stamp recipients not ex
cepted by section 6(0)(3). 

"(C) ALLOCATION.-
" (i) ALLOCATION FORMULA.-The Secretary 

shall allocate the amounts reserved under 
subparagraph (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 case
load (as defined in section 6(o)(5)(A)) that re
flects the proportion of food stamp recipi
ents who reside in each State-

"(!) who are not eligible for an exception 
under section 6(0)(3); and · 

"(II) who do not reside in an area subject 
to the waiver granted by the Secretary under 
section 6(0)(4), if the State agency does not 
provide employment and training services in 
the area to food stamp recipients not ex
cepted by section 6(0)(3). 

"(ii) REPORTING REQUIREMENT.- A State 
agency shall submit such reports to the Sec
retary as the Secretary determines are nec
essary to ensure compliance with this para
graph." ; and 

"(D) REALLOCATION.-
"(i) NOTIFICATION.-A State agency shall 

promptly notify the Secretary if the State 
agency determines that it will not expend all 
of the funds allocated to it under subpara
graph (B). 

"(ii) REALLOCATION.- On notification under 
clause (1), the Secretary shall reallocate the 
funds that the State agency will not expend 
as the Secretary considers appropriate and 
equitable. 

"(E) MINIMUM ALLOCATION.- Notwith-
standing subparagraphs (A) through (C), the 
Secretary shall ensure that each State agen
cy operating an employment and training 
program shall receive not less than $50,000 
for each fiscal year. 

" (F) MAINTENANCE OF EFFORT.- To receive 
the additional funding under subparagraph 
(A), as provided by the amendment made by 
section 1002 of the Balanced Budget Act of 
1997, a State agency shall maintain the ex
penditures of the State agency for employ
ment and training programs and workfare 
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programs for any fiscal year under paragraph 
(2), and administrative expenses under sec
tion 20(g)(l), at a level that is not less than 
the level of the expenditures by the State 
agency to carry out the programs for fiscal 
year 1996. "; 

(2) by redesignating paragraphs (2) through 
(5) as paragraphs (3) through (6), respec
tively; 

(3) by inserting after paragraph (1) the fol
lowing new paragraph: 

" (2) REPORT TO CONGRESS ON ADDITIONAL 
FUNDING.-Beginning one year after the date 
of the enactment of this paragraph, the Sec
retary shall submit an annual report to the 
Committee on Agriculture of the House of 
Representatives and the Committee on Agri
culture, Nutrition, and Forestry of the Sen
ate regarding whether the additional funding 
provided under paragraph (l)(A) has been uti
lized by State agencies to increase the num
ber of work slots in their employment and 
training programs and workfare for recipi
ents subject to section 6(0) in the most effi
cient and effective manner. "; and 

(4) in paragraph (3) (as so redesignated), by 
striking " paragraph (3)" and inserting 
" paragraph (4)". 

(b) CONFORMING AMENDMENTS.-(1) Sub
section (b)(l)(B)(iv)(IIl)(hh) of section 17 of 
the Food Stamp Act of 1977 (7 U.S.C. 2026) is 
amended by striking "(h)(2), or (h)(3) of sec
tion 16" and inserting "(h)(3), or (h)(4) of sec
tion 16" . 

(2) Subsection (d)(l)(B)(ii) of section 22 of 
such Act (7 U.S.C. 2031) is amended by strik
ing "(h)(2), and (h)(3) of section 16" and in
serting "(h)(3), and (h)(4) of section 16" . 
SEC. 1003. AUTHORIZING USE OF NONGOVERN

MENTAL PERSONNEL IN MAKING DE· 
TERMINATIONS OF ELIGIBILITY FOR 
BENEFITS UNDER THE FOOD STAMP 
PROGRAM. 

(a) IN GENERAL.- Notwithstanding any 
other provision of law, no provision of law 
shall be construed as preventing any State 
(as defined in section 3(m) of the Food Stamp 
Act of 1977 (7 U.S.C. 2012(m))) from allowing 
eligibility determinations described in sub
section (b) to be made by an entity that is 
not a State or local government, or by an in
dividual who is not an employee of a State or 
local government, which meets such quali
fications as the State determines. For pur
poses of any Federal law, such determina
tions shall be considered to be made by the 
State and by a State agency. 

(b) ELIGIBILITY DETERMINATIONS.- An eligi
bility determination described in this sub
section is a determination of eligibility of 
individuals or households to receive benefits 
under the food stamp program as defined in 
section 3(h) of the Food Stamp Act of 1977 (7 
U.S.C. 2012(h)). 

(C) CONSTRUCTION.-Nothing in this section 
shall be construed as affecting-

(1) the conditions for eligibility for bene
fits (including any conditions relating to in
come or resources); 

(2) the rights to challenge determinations 
regarding eligibility or rights to benefits; 
and 

(3) determinations regarding quality con
trol or error rates. 

TITLE II-COMMITTEE ON BANKING AND 
FINANCIAL SERVICES 

SEC. 2001. TABLE OF CONTENTS. 

The table of contents for this title is as fol
lows: 

TITLE II-COMMITTEE ON BANKING AND 
FINANCIAL SERVICES 

Sec. 2001. Table of contents. 

Sec. 2002. Extension of foreclosure avoidance 
and borrower assistance provi
sions for FHA single family 
housing mortgage insurance 
program. 

Sec. 2003. Adjustment of maximum monthly 
rents for certain dwelling units 
in new construction and sub
stantial or moderate rehabilita
tion projects assisted under sec
tion 8 rental assistance pro
gram. 

Sec. 2004. Adjustment of maximum monthly 
rents for non-turnover dwelling 
units assisted 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 
amended-

(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 during 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 is 
amended by inserting before the period at 
the end the following: ", and during fiscal 
year 1999 and thereafter' ' . 

TITLE III-COMMITTEE ON COMMERCE
NONMEDICARE 

Subtitle A-Nuclear Regulatory Commission 
Annual Charges 

SEC. 3001. NUCLEAR REGULATORY COMMISSION 
ANNUAL CHARGES. 

Section 6101(a)(3) of the Omnibus Budget 
Reconciliation Act of 1990 (42 U.S.C. 
2214(a)(3)) is amended by striking "Sep
tember 30, 1998" and inserting " September 
30, 2002" . 

Subtitle B-Lease of Excess Strategic 
Petroleum Reserve Capacity 

SEC. 3101. LEASE OF EXCESS STRATEGIC PETRO
LEUM RESERVE CAPACITY. 

(a) AMENDMENT.- Part B of title I of the 
Energy 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.-Notwith-

standing 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 appro
priate , may store in underutilized Strategic 
Petroleum Reserve facilities petroleum prod
uct owned by a foreign government or its 
representative. Petroleum products stored 
under this section are not part of the Stra
tegic Petroleum Reserve and may be ex
ported without license from the United 
States. 

"(b) PROTECTION OF FACILITIES.-All agree
ments entered into pursuant to subsection 
(a) shall contain provisions providing for fees 
to fully compensate the United States for all 
costs of storage and removals of petroleum 
products, including the cost of replacement 
facilities necessitated as a result of any 
withdrawals. . 

"(c) ACCESS TO STORED OIL.-The Secretary 
shall ensure that agreements to store petro
leum products for foreign governments or 
their representatives do not affect the abil
ity of the United States to withdraw, dis
tribute, or sell petroleum 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 Program. 

"(d) AVAILABILITY OF FUNDS.- Funds col
lected through the leasing of Strategic Pe
troleum Reserve facilities authorized by sub
section (a) after September 30, 2002, shall be 
used by the Secretary of Energy without fur
ther appropriation for the purchase of oil for, 
and operation and maintenance costs of, the 
Strategic Petroleum Reserve. " . 

(b) TABLE OF CONTENTS AMENDMENT.-The 
table of contents of part B of title I of the 
Energy Policy and Conservation Act is 
amended by adding at the end the following: 
" Sec. 168. Use of underutilized facilities.". 

Subtitle C-Sale of DOE Assets 
SEC. 3201. SALE OF DOE SURPLUS URANIUM AS

SETS. 
(a) IN GENERAL.-The Secretary of Energy 

shall, during the period fiscal year 1999 
through fiscal year 2002, sell 3.2 million 
pounds per year of natural and low-enriched 
uranium that the President has determined 
is not necessary for national security needs. 
Such sales shall be-

(1) made for delivery after January 1, 1999; 
(2) subject to a determination, for the pe

riod fiscal year 1999 through fiscal year 2002, 
by the Secretary under section 3112(d)(2)(B) 
of the USEC. Privatization Act (42 U.S.C. 
2297h-10(d)(2)(B)); and 

(3) made at a price not less than the fair 
market value of the uranium and in a man
ner that maximizes proceeds to the Treas
ury. 
The Secretary shall receive the proceeds 
from such sale in the period fiscal year 1999 
through fiscal year 2002 and shall deposit 
such proceeds in the General Fund of the 
Treasury. 

(b) CosTs.-The costs of making the sales 
required by subsection (a) shall be covered 
by the unobligated balances of appropria
tions of the Department of Energy. 

Subtitle D-Communications 
SEC. 3301. SPECTRUM AUCTIONS. 

(a) Ex.TENSION AND EXPANSION OF AUCTION 
AUTHORITY.-

(1) AMENDMENTS.-Section 309(j) of the 
Communications Act of 1934 (47 U.S.C. 309(j)) 
is amended-

(A) by striking paragraphs (1) and (2) and 
inserting in lieu thereof the following: 

"(l) GENERAL AUTHORITY.-If, consistent 
with the obligations described in paragraph 
(6)(E), mutually exclusive applications are 
accepted for any initial license or construc
tion permit which will involve an exclusive 
use of the electromagnetic spectrum, then 
the Commission shall grant such license or 
permit to a qualified applicant through a 
system of competitive 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-
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"(A) that, as the result of the Commission 

carrying out the obligations described in 
paragraph (6)(E), are not mutually exclusive; 

"(B) for public safety radio services, in
cluding private internal radio services used 
by non-Government entities, that-

"(i) protect the safety of life, health, or 
property; and 

"(ii) are not made commercially available 
to the public; 

"(C) for initial licenses or construction 
permits assigned by the Commission to ex
isting terrestrial broadcast licensees for new 
terrestrial digital television services; or 

"(D) for public telecommunications serv
ices, as defined in section 397(14) of the Com
munications Act of 1934 (47 U.S.C. 397(14)), 
when the license application is for channels 
reserved for noncommercial use."; 

(B) in paragraph (3)-
(i) by inserting after the second sentence 

the following new sentence: "The Commis
sion shall, directly or by contract, provide 
for the design and conduct (for purposes of 
testing) of competitive bidding using a con
tingent combinatorial bidding system that 
permits prospective bidders to bid on com
binations 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 sub
paragraph (C); 

(iii) by striking the period at the end of 
subparagraph (D) and inserting "; and"; and 

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

"(E) ensuring that, in the scheduling of 
any competitive bidding under this sub
section, an adequate period is allowed-

"(!) before issuance of bidding rules, to per
mit notice and comment on proposed auction 
procedures; and 

"(ii) after issuance of bidding rules, to en
sure that interested parties have a sufficient 
time to develop business plans, assess mar
ket conditions, and evaluate the availability 
of equipment 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 

subparagraph (E) and inserting "; and"; and 
(iii) by adding at the end the following new 

subparagraph: 
" (F) establish methods by which a min

imum bid, in an amount that is more than 
nominal in relation to the value of the public 
spectrum resource being made available, will 
be required to obtain any license or permit 
being assigned pursuant to the competitive 
bidding."; 

(D) in paragraph (8)-
(1) by striking subparagraph (B); and 
(11) by redesignating subparagraph (C) as 

subparagraph (B); 
(E) in paragraph (11), by striking "Sep

tember 30, 1998" and inserting " December 31, 
2002"; and 

(F) in paragraph (13)(F), by striking " Sep
tember 30, 1998" and inserting "the date of 
enactment of the Balanced Budget Act of 
1997". 

(2) CONFORMING AMENDMENT.- Subsection 
(i) of section 309 of the Communications Act 
of 1934 (47 U.S.C. 309(1)) is repealed. 

(3) EFFECTIVE DATE.- The amendment 
made by paragraph (l)(A) shall not apply 
with respect to any license or permit for 
which the Federal Communications Commis
sion has accepted mutually exclusive appli
cations on or before the date of enactment of 
this Act. 

(b) COMMISSION OBLIGATION TO MAKE ADDI
TIONAL SPECTRUM AVAILABLE BY AUCTION.-

(1) IN GENERAL.-The Federal Communica
tions Commission shall complete all actions 
necessary to permit the assignment, by Sep
tember 30, 2002, by competitive bidding pur
suant to section 309(j) of the Communica
tions Act of 1934 (47 U.S.C. 309(j)) of licenses 
for the use of bands of frequencies that-

(A) individually span not less than 25 
megahertz, unless a combination of smaller 
bands can, notwithstanding the provisions of 
paragraph (7) of such section, reasonably be 
expected to produce greater receipts; 

(B) in the aggregate span not less than 100 
megahertz; 

(C) are located below 3 gigahertz; 
(D) have not, as of the date of enactment of 

this Act-
(i) been designated by Commission regula

tion for assignment pursuant to such sec
tion; 

(ii) been identified by the Secretary of 
Commerce pursuant to section 113 of the Na
tional Telecommunications and Information 
Administration Organization Act; 

(iii) been allocated for Federal Government 
use pursuant to section 305 of the Commu
nications Act of 1934 (47 U.S.C. 305); 

(iv) been designated in section 3303 of this 
Act; or 

(v) been allocated for unlicensed use pursu
ant to part 15 of the Commission's regula
tions (47 C.F.R. Part 15), if the competitive 
bidding for licenses would interfere with op
eration of end-user products permitted under 
such regulations; 

(E) notwithstanding section 115(b)(l)(B) of 
the National Telecommunications and Infor
mation Administration Organization Act (47 
U.S.C. 925(b)(l)(B)) or any proposal pursuant 
to such section, include frequencies at 1,710-
1, 755 megahertz; 

(F) include frequencies at 2,110-2,150 mega
hertz; and 

(G) include 15 megahertz from within the 
bands of frequencies at 1,990-2,110 megahertz. 

(2) SCHEDULE FOR ASSIGNMENT OF 1,710-1,755 
MEGAHERTZ.-The Commission shall com
mence competitive bidding for the commer
cial licenses pursuant to paragraph (l)(E) 
after January 1, 2001. The Commission shall 
complete the assignment of such commercial 
licenses, and report to the Congress the total 
revenues from such competitive bidding, by 
September 30, 2002. 

(3) USE OF BANDS AT 2,110-2,150 MEGAHERTZ.
The Commission shall reallocate spectrum 
located at 2,110-2,150 megahertz for assign
ment by competitive bidding unless the 
Commission determines that auction of 
other spectrum (A) better serves the public 
interest, convenience, and necessity, and (B) 
can reasonably be expected to produce great
er receipts. If the Commission makes such a 
determination, then the Commission shall, 
within 2 years after the date of enactment of 
this Act, identify an alternative 40 mega
hertz, and report to the Congress an identi
fication of such alternative 40 megahertz for 
assignment by competitive bidding. 

(4) USE OF 15 MEGAHERTZ FROM BANDS AT 
1,990-2,110 MEGAHERTZ.- The Commission shall 
reallocate 15 megahertz from spectrum lo
cated at 1,990-2,110 megahertz for assignment 
by competitive bidding unless the President 
determines such spectrum cannot be reallo
cated due to the need to protect incumbent 
Federal systems from interference, and that 
allocation of other spectrum (A) better 
serves the public interest, convenience, and 
necessity , and (B) can reasonably be ex
pected to produce greater receipts. If the 
President makes such a determination, then 
the President shall, within 2 years after the 
date of enactment of this Act, identify alter-

native bands of frequencies totalling 15 
megahertz, and report to the Congress an 
identification of such alternative bands for 
assignment by competitive bidding. 

(5) CRITERIA FOR REASSIGNMENT.- In mak
ing available bands of frequencies for com
petitive bidding pursuant to paragraph (1), 
the Commission shall-

(A) seek to promote the most efficient use 
of the spectrum; 

(B) take into account the cost to incum
bent licensees of relocating existing uses to 
other bands of frequencies or other means of 
communication; and 

(C) comply with the requirements of inter
national agreements concerning spectrum 
allocations. 

(6) NOTIFICATION TO NTIA.-The Commission 
shall notify the Secretary of Commerce if-

(A) the Commission is not able to provide 
for the effective relocation of incumbent li
censees to bands of frequencies that are 
available to the Commission for assignment; 
and 

(B) the Commission has identified bands of 
frequencies that are-

(1) suitable for the relocation of such li
censees; and 

(i i) allocated for Federal Government use, 
but that could be reallocated pursuant to 
part B of the National Telecommunications 
and Information Administration Organiza
tion Act (as amended by this Act). 

(C) IDENTIFICATION AND REALLOCATION OF 
FREQUENCIES.-The National Telecommuni
cations and Information Administration Or
ganization Act (47 U.S.C. 901 et seq.) is 
amended-

(1) in section 113, by adding at the end the 
following new subsection: 

"(f) ADDITIONAL REALLOCATION REPORT.-If 
the Secretary receives a notice from the 
Commission pursuant to section 3301(b)(3) of 
the Balanced Budget Act of 1997, the Sec
retary shall prepare and submit to the Presi
dent, the Commission, and the Congress a re
port recommending for reallocation for use 
other than by Federal Government stations 
under section 305 of the 1934 Act (47 U.S.C. 
305), bands of frequencies that are suitable 
for the uses identified in the Commission 's 
notice. The Commission shall, not later than 
one year after receipt of such report, pre
pare, submit to the President and the Con
gress, and implement, a plan for the imme
diate allocation and assignment of such fre
quencies under the 1934 Act to incumbent 
licencees described in section 3301(b)(3) of the 
Balanced Budget Act of 1997."; and 

(2) in section 114(a)(l), by striking "(a) or 
(d)(l)" and inserting " (a), (d)(l), or (f)". 

(d) IDENTIFICATION AND REALLOCATION OF 
AUCTIONABLE FREQUENCIES.-The National 
Telecommunications and Information Ad
ministration Organization Act (47 U.S.C. 901 
et seq.) is amended-

(1) in section 113(b)-
(A) by striking the heading of paragraph 

(1) and inserting " INITIAL REALLOCATION RE
PORT''; 

(B) by inserting "in the first report re
quired by subsection (a)" after "recommend 
for reallocation" in paragraph (1); 

(C) by inserting " or (3)" after " paragraph 
(1)" each place it appears in paragraph (2); 
and 

(D) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3) SECOND REALLOCATION REPORT.-In ac
cordance with the provisions of this section, 
the Secretary shall recommend for realloca
tion in the second report required by sub
section (a), for use other than by Federal 
Government stations under section 305 of the 
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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) individually span not less than 20 
megahertz, unless a combination of smaller 
bands can reasonably be expected to produce 
greater receipts; 

"(C) are located below 3 gigahertz; and 
"(D) meet the criteria specified in para

graphs (1) through (5) of subsection (a)."; and 
(2) in section 115-
(A) in subsection (b), by striking " the re

port required by section 113(a)" and inserting 
" the initial reallocation report required by 
section 113(a)"; and 

(B) by adding at the end the following new 
subsection: 

"(c) ALLOCATION AND ASSIGNMENT OF FRE
QUENCIES IDENTIFIED IN THE SECOND RE
ALLOCATION REPORT.- With respect to the 
frequencies made available for reallocation 
pursuant to section 113(b)(3), the Commission 
shall, not later than one year after receipt of 
the second reallocation report required by 
such section, prepare, submit to the Presi
dent and the Congress, and implement, a 
plan for the immediate allocation and as
signment under the 1934 Act of all such fre
quencies in accordance with section 309(j) of 
such Act.". 
SEC. 3302. AUCTION OF RECAPTURED BROAD

CAST 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 following new paragraph: 

"(14) AUCTION OF RECAPTURED BROADCAST 
TELEVISION SPECTRUM.-

"(A) LIMITATIONS ON TERMS OF TERRESTRIAL 
TELEVISION BROADCAST LICENSES.-A tele
vision license that authorizes analog tele
vision services may not be renewed to au
thorize such service for a period that extends 
beyond December 31, 2006. The Commission 
shall have the authority to grant by regula
tion an extension of such date to licensees in 
a market if the Commission determines that 
more than 5 percent of households in such 
market continue to rely exclusively on over
the-air terrestrial analog television signals. 

"(B) SPECTRUM REVERSION AND RESALE.
"(i) The Commission shall ensure that, 

when the authority to broadcast analog tele
vision services under a license expires pursu
ant to subparagraph (A), each licensee shall 
return spectrum according to the Commis
sion's direction and the Commission shall re
claim such spectrum. 

"(ii) Licensees for new services occupying 
spectrum reclaimed pursuant to clause (i) 
shall be selected in accordance with this sub
section. 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. 

"(C) CERTAIN LIMITATIONS ON QUALIFIED BID
DERS PROHIBITED.-In prescribing any regula
tions relating to the qualification of bidders 
for spectrum reclaimed pursuant to subpara
graph (B)(i), the Commission shall not-

"(i) preclude any party from being a quali
fied bidder for spectrum that is allocated for 
any use that includes digital television serv
ice on the basis of-

"(I) the Commission 's duopoly rule (47 
C.F.R. 73.3555(b)); or 

"(II) the Commission's newspaper cross
ownership rule (47 C.F.R. 73.3555(d)); or 

"(ii) apply either such rule to preclude 
such a party that is a successful bidder in a 
competitive bidding for such spectrum from 
using such spectrum for digital television 
service. 

"(D) DEFINITIONS.- As used in this para
graph: 

"(i) The term 'digital television service' 
means television service provided using dig
ital technology to enhance audio quality and 
video resolution, as further defined in the 
Memorandum Opinion, Report, and Order of 
the Commission entitled 'Advanced Tele
vision Systems and Their Impact Upon the 
Existing Television Service', MM Docket No. 
87-268 and any subsequent Commission pro
ceedings dealing with digital television. 

"(ii) The term 'analog television service' 
means service provided pursuant to the 
transmission standards prescribed by the 
Commission in section 73.682(a) of its regula
tion (47 CFR 73.682(a)). " . 
SEC. 3303. ALLOCATION AND ASSIGNMENT OF 

NEW PUBLIC SAFETY AND COMMER
CIAL LICENSES. 

(a) IN GENERAL.-The Federal Communica
tions Commission shall, not later than Janu
ary 1, 1998, allocate on a national, regional, 
or market basis, from radio spectrum be
tween 746 megahertz and 806 megahertz-

(1) 24 megahertz of that spectrum for pub
lic safety services according to the terms 
and conditions established by the Commis
sion, unless the Commission determines that 
the needs for public safety services can be 
met in particular areas with allocations of 
less than 24 megahertz; and 

(2) the remainder of that spectrum for 
commercial purposes to be assigned by com
petitive bidding in accordance with section 
309(j). 

(b) ASSIGNMENT.-The Commission shall
(1) assign the licenses for public safety cre

ated pursuant to subsection (a) no later than 
March 31, 1998; 

(2) commence competitive bidding for the 
commercial licenses created pursuant to sub
section (a) after January 1, 2001; and 

(3) complete competitive bidding for such 
commercial licenses, and report to the Con
gress the total revenues from such competi
tive bidding, by September 30, 2002. 

(C) LICENSING OF UNUSED FREQUENCIES FOR 
PUBLIC SAFETY RADIO SERVICES.-

(1) USE OF UNUSED CHANNELS FOR PUBLIC 
SAFETY.- It shall be the policy of the Com
mission, notwithstanding any other provi
sion of this Act or any other law, to waive 
whatever licensee eligibility and other re
quirements (including bidding requirements) 
are applicable in order to permit the use of 
unassigned frequencies for public safety pur
poses by a State or local governmental agen
cy upon a showing that-

(A) no other existing satisfactory public 
safety channel is immediately available to 
satisfy the requested use; 

(B) the proposed use is technically feasible 
without causing harmful interference to ex
isting stations in the frequency band enti
tled to protection from such interference 
under the rules of the Commission; and 

(C) use of the channel for public safety pur
poses is consistent with other existing public 
safety channel allocations in the geographic 
area of proposed use. 

(2) APPLICABILITY.-Paragraph (1) shall 
apply to any application that is pending be
fore the Federal Communications Commis
sion, or that is not finally determined under 
either section 402 or 405 of the Communica
tions Act of 1934 (47 U.S.C. 402, 405) on May 
15, 1997, or that is filed after such date. 

(d) CONDITIONS ON LICENSES.-With respect 
to public safety and commercial licenses 
granted pursuant to this subsection, the 
Commission shall-

(1) establish interference limits at the 
boundaries of the spectrum block and service 
area; 

(2) establish any additional technical re
strictions necessary to protect full-service 

analog television service and digital tele
vision service during a transition to digital 
television service; and 

(3) permit public safety and commercial li
censees-

(A) to aggregate multiple licenses to cre
ate larger spectrum blocks and service areas; 
and 

(B) to disaggregate or partition licenses to 
create smaller spectrum blocks or service 
areas. 

(e) PROTECTION OF QUALIFYING LOW-POWER 
STATIONS.- After making any allocation or 
assignment under this section the Commis
sion shall seek to assure that each qualifying 
low-power television station is assigned a 
frequency below 746 megahertz to permit the 
continued operation of such station. 

(f) DEFINITIONS.-For purposes of this sec
tion: 

(1) COMMISSION.-The term " Commission" 
means the Federal Communications Com
mission. 

(2) DIGITAL TELEVISION SERVICE.-The term 
" digital television service" means television 
service provided using digital technology to 
enhance audio quality and video resolution, 
as further defined in the Memorandum Opin
ion, Report, and Order of the Commission en
titled 'Advanced Television Systems and 
Their Impact Upon the Existing Television 
Service', MM Docket No. 87-268 and any sub
sequent Commission proceedings dealing 
with digital television. 

(3) ANALOG TELEVISION SERVICE.- The term 
"analog television service" means services 
provided pursuant to the transmission stand
ards prescribed by the Commission in section 
73.682(a) of its regulation (47 CFR 73.682(a)). 

(4) PUBLIC SAFETY SERVICES.-The term 
" public 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, private organiza

tions that are authorized by a governmental 
entity whose primary mission is the provi
sion of such services; and 

(C) that are not made commercially avail
able to the public by the provider. 

(5) SERVICE AREA.-The term "service 
area" means the geographic area over which 
a licensee may provide service and is pro
tected from interference. 

(6) SPECTRUM BLOCK.- The term "spectrum 
block" means the range of frequencies over 
which the apparatus licensed by the Commis
sion is authorized to transmit signals. 

(7) QUALIFYING LOW-POWER TELEVISION STA
TIONS.-A station is a qualifying low-power 
television station if, during the 90 days pre
ceding the date of enactment of this Act-

(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 community of li
cense of such station; and 

(C) such station was in compliance with 
the requirements applicable to low-power 
television stations. 
SEC. 3304. ADMINISTRATIVE PROCEDURES FOR 

SPECTRUM AUCTIONS. 
(a) EXPEDITED PROCEDURES.-The rules 

governing competitive bidding under this 
subtitle shall be effective immediately upon 
publication in the Federal Register notwith
standing section 553(d), 80l(a)(3), and 806(a) of 
title 5, United States Code. Chapter 6 of such 
title, and sections 3507 and 3512 of title 44, 
United States Code, shall not apply to such 
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rules and competitive bidding procedures 
governing frequencies assigned under this 
subtitle. Notwithstanding section 309(b) of 
the Communications Act of 1934 (47 U.S.C. 
309(b)), no application for an instrument of 
authorization for such frequencies shall be 
granted by the Commission earlier than 7 
days following issuance of public notice by 
the Commission of the acceptance for filing 
of such application or of any substantial 
amendment thereto. Notwithstanding sec
tion 309(d)(l) of such Act (47 U.S.C. 309(d)(l)), 
the Commission may specify a period (no 
less than 5 days following issuance of such 
public notice) for the filing of petitions to 
deny any application for an instrument of 
authorization for such frequencies. 

(b) DEADLINE FOR COLLECTION.-The Com
mission shall conduct the competitive bid
ding under this subtitle in a manner that en
sures that all proceeds of the bidding are de
posited in accordance with section 309(j)(8) of 
the Communications Act of 1934 not later 
September 30, 2002. 
SEC. 3305. UNIVERSAL SERVICE FUND PAYMENT 

SCHEDULE. 
(a) ACCELERATION OF PAYMENTS.- There 

shall be available in fiscal year 2001 from 
funds in the Treasury not otherwise appro
priated $2,000,000,000 to the universal service 
fund under part 54 of the Federal Commu
nications Commission's regulations (47 
C.F .R. Part 54) in addition to any other reve
nues required to be collected under such 
part. 

(b) LIMITATION ON EXPENDITURES.-The out
lays of the universal service fund under part 
54 of the Federal Communications Commis
sion's regulations (47 C.F.R. Part 54) in fiscal 
year 2002 shall not exceed the amount of rev
enue required to be collected in such fiscal 
year, less $2,000,000,000. 
SEC. 3306. INQUffiY REQUIRED. 

The Federal Communications Commission 
shall, not later than July 1, 1997, initiate the 
inquiry required by section 309(j)(l2) of the 
Communications Act of 1934 (47 U.S.C. 
309(j)(l2)) for the purposes of collecting- the 
information required for its report under 
each of subparagraphs (A) through (E) of 
such section, and shall keep the Congress 
fully and currently informed with respect to 
the progress of such inquiry. 

Subtitle E-Medicaid 
SEC. 3400. TABLE OF CONTENTS OF SUBTITLE; 

REFERENCES. 
(a) TABLE OF CONTENTS OF SUBTITLE.-The 

table of contents of this subtitle is as fol
lows: 
Sec. 3400. Table of contents of subtitle; ref

erences. 
CHAP'rER I-STATE FLEXIBILITY 

SUBCHAPTER A-USE OF MANAGED CARE 
Sec. 3401. State options to provide benefits 

through managed care entities. 
Sec. 3402. Elimination of 75:25 restriction on 

risk contracts. 
Sec. 3403. Primary care case management 

services as State option with
out need for waiver. 

Sec. 3404. Change in threshold amount for 
contracts requiring Secretary's 
prior approval. 

SUBCHAPTER B- PAYMENT METHODOLOGY 
Sec. 3411. Flexibility in payment methods 

for hospital, nursing facility, 
and ICF/MR services; flexibility 
for home health. 

Sec. 3412. Payment for Federally qualified 
health center services. 

Sec. 3413. Treatment of State taxes imposed 
on certain hospitals that pro
vide free care. 

SUBCHAPTER C- ELIGIBILITY 
Sec. 3421. State option of continuous eligi

bility for 12 months; clarifica
tion of State option to cover 
children. 

Sec. 3422. Payment of part or all of Medicare 
part B premium amount for 
certain low-income individuals . 

Sec. 3423. Penalty for fraudulent eligibility. 
Sec. 3424. Treatment of certain settlement 

payments. 
SUBCHAPTER D-PROGRAMS OF ALL-INCLUSIVE 

CARE FOR THE ELDERLY (PACE) 
Sec. 3431. Establishment of PACE program 

as medicaid State option. 
Sec. 3432. Coverage of PACE under the medi

care program. 
Sec. 3433. Effective date; transition. 
Sec. 3434. Study and reports. 

SUBCHAPTER E-BENEFITS 
Sec. 3441. Elimination of requirement to pay 

for private insurance. 
Sec. 3442. Permitting same copayments in 

health maintenance organiza
tions as in fee-for-service. 

Sec. 3443. Physician qualification require
ments. 

Sec. 3444. Elimination of requirement of 
prior institutionalization with 
respect to habilitation services 
furnished under a waiver for 
home or community-based serv
ices. 

Sec. 3445. Benefits for services of physician 
assistants. 

Sec. 3446. Study and report on actuarial 
value of EPSDT benefit. 

SUBCHAP'rER F- ADMINISTRATION 
Sec. 3451. Elimination of duplicative inspec

tion of care requirements for 
!CFS/MR and mental hospitals. 

Sec. 3452. Alternative sanctions for non
compliant ICFS/MR. 

Sec. 3453. Modification of MMIS require
ments. 

Sec. 3454. Facilitating imposition of State 
alternative remedies on non
compliant nursing facilities. 

Sec. 3455. Medically accepted indication. 
Sec. 3456. Continuation of State-wide sec

tion 1115 medicaid waivers. 
Sec. 3457. Authorizing administrative 

streamlining and privatizing 
modifications under the med
icaid program. 

Sec. 3458. Extension of moratorium. 
CHAPTER 2-QUALITY ASSURANCE 

Sec. 3461. Requirements to ensure quality of 
and access to care under man
aged care plans. 

Sec. 3462. Solvency standards for certain 
health maintenance organiza
tions. 

Sec. 3463. Application of prudent layperson 
standard for emergency medical 
condition and prohibition of 
gag rule restrictions. 

Sec. 3464. Additional fraud and abuse protec
tions in managed care. 

Sec. 3465. Grievances under managed care 
plans. 

Sec. 3466. Standards relating to access to ob
stetrical and gynecological 
services under managed care 
plans. 

CHAPTER 3-FEDERAL PAYMENTS 
Sec. 3471. Reforming disproportionate share 

payments under State medicaid 
programs. 

Sec. 3472. Additional funding for State emer
gency heal th services furnished 
to undocumented aliens. 

(b) AMENDMENTS TO SOCIAL SECURITY 
ACT.- Except as otherwise specifically pro-

vided, whenever in this subtitle an amend
ment is expressed in terms of an amendment 
to or repeal of a section or other provision, 
the reference is considered to be made to 
that section or other provision of the Social 
Security Act. 

CHAPTER I-STATE FLEXIBILITY 

Subchapter A-Use of Managed Care 

SEC. 3401. STATE OPTIONS TO PROVIDE BENE
FITS THROUGH MANAGED CARE EN
TITIES. 

(a) IN GENERAL.- Section 1915(a) (42 u.s.c. 
1396n(a)) is amended-

(!) by striking " or" at the end of paragraph 
(1), 

(2) by striking the period at the end of 
paragraph (2) and inserting " ; or'', and 

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

" (3) requires individuals, other than spe
cial needs children (as defined in subsection 
(i)), eligible for medical assistance for items 
or services under the State plan to enroll 
with an entity that provides or arranges for 
services for enrollees under a contract pursu
ant to section 1903(m), or with a primary 
care case manager (as defined in section 
1905(t)(2)) (or restricts the number of pro
vider agreements with those entities under 
the State plan, consistent with quality of 
care), if-

" (A) the State permits an individual to 
choose the manager or managed care entity 
from among the managed care organizations 
and primary care case providers who meet 
the requirements of this title; 

" (B)(i) individuals are permitted to choose 
between at least 2 of those entities, or 2 of 
the managers, or an entity and a manager, 
each of which has sufficient capacity to pro
vide services to enrollees; or 

" (ii) with respect to a rural area-
" (I) individuals who are required to enroll 

with a single entity are afforded the option 
to obtain covered services by an alternative 
provider; and 

" (II) an individual who is offered no alter
native to a single entity or manager is given 
a choice between at least two providers with
in the entity or through the manager; 

" (C) no individual who is an Indian (as de
fined in section 4 of the Indian Health Care 
Improvement Act of 1976) is required to en
roll in any entity that is not one of the fol
lowing (and only if such entity is partici
pating under the plan): the Indian Health 
Service, an Indian health program operated 
by an Indian tribe or tribal organization pur
suant to a contract, grant, cooperative 
agreement, or compact with the Indian 
Health Service pursuant to the Indian Self
Determination Act (25 U.S.C. 450 et seq.), or 
an urban Indian health program operated 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.); 

" (D) the State restricts those individuals 
from changing their enrollment without 
cause for periods no longer than six months 
(and permits enrollees to change enrollment 
for cause at any time); 

"(E) the restrictions do not apply to pro
viders of family planning services (as defined 
in section 1905(a)(4)(C)) and are not condi
tions for payment of medicare cost sharing 
pursuant to section 1905(p)(3); and 

" (F) prior to establishing an enrollment re
quirement under this paragraph, the State 
agency provides for public notice and com
ment pursuant to requirements established 
by the Secretary. " . 



12300 CONGRESSIONAL RECORD-HOUSE June 25, 1997 
(b) SPECIAL NEEDS CHILDREN DEFINED.

Section 1915 (42 U.S.C. 1396n) is amended by 
adding at the end the following: 

" (i) For purposes of subsection (a)(3), the 
term 'special needs child' means an indi
vidual under 19 years of age who-

" (1) is eligible for supplemental security 
income under title XVI, 

"(2) is described in section 501(a)(l)(D), 
"(3) is described in section 1902(e)(3), or 
"(4) is in foster care or otherwise in an out

of-home placement.". 
(c) CONFORMING AMENDMENT TO RISK-BASED 

ARRANGEMENTS.-Section 1903(m)(2) (42 
U.S.C. 1396b(m)(2)) is amended-

(!) in paragraph (A)(vi)-
(A) by striking "(I) except as provided 

under subparagraph (F),"; and 
(B) by striking all that follows "to termi

nate such enrollment" and inserting "in ac
cordance with the provisions of subpara
graph (F);"; and 

(2) in subparagraph (F)-
(A) by striking " In the case of-" and all 

that follows through " a State plan" and in
serting "A State plan", and 

(B) by striking "(A)(vi)(l)" and inserting 
" (A)(vi)". 

(d) EFFECTIVE DATE.- The amendments 
made by this section take effect on the date 
of the enactment of this Act. 
SEC. 3402. ELIMINATION OF 75:25 RESTRICTION 

ON RISK CONTRACTS. 
(a) 75 PERCENT LIMIT ON MEDICARE AND 

MEDICAID ENROLLMENT.-
(!) IN GENERAL.-Section 1903(m)(2)(A) (42 

U.S.C. 1396b(m)(2)(A)) is amended by striking 
clause (ii). 

(2) CONFORMING AMENDMENTS.-Section 
1903(m)(2) (42 U.S.C. 1396b(m)(2)) is amend
ed-

(A) by striking subparagraphs (C), (D), and 
(E); and 

(B) in subparagraph (G), by striking 
" clauses (1) and (ii)" and inserting " clause 
(i)". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) take effect on the 
date of the enactment of this Act. 
SEC. 3403. PRIMARY CARE CASE MANAGEMENT 

SERVICES AS STATE OPTION WITH
OUT NEED FOR WAIVER. 

(a) OPTIONAL COVERAGE AS PART OF MED
ICAL ASSISTANCE.-Section 1905(a) (42 u.s.c. 
1396d(a)) is amended-

(!) by striking " and" at the end of para
graph (24); 

(2) by redesignating paragraph (25) as para
graph (26) and by striking the period at the 
end of such paragraph and inserting a 
comma; and 

(3) by inserting after paragraph (24) the fol
lowing new paragraph: 

" (25) primary care case management serv
ices (as defined in subsection (t)); and " . 

(b) PRIMARY CARE CASE MANAGEMENT 
SERVICES DEFINED.-Section 1905 (42 U.S.C. 
1396d) is amended by adding at the end the 
following new subsection: 

" (t)(l) The term 'primary care case man
agement services' means case-management 
related services (including coordination and 
monitoring of health care services) provided 
by a primary care case manager under a pri
mary care case management contract. 

" (2)(A) The term 'primary care case man
ager' means, with respect to a primary care 
case management contract, a provider de
scribed in subparagraph (B). 

" (B) A provider described in this subpara
graph is a provider that provides primary 
care case management services under con
tract and is-
. " (i) a physician, a physician group prac

tice, or an entity employing or having other 
arrangements with physicians; or 

" (ii) at State option-
" (!) a nurse practitioner (as described in 

section 1905(a)(21)); 
"(II) a certified nurse-midwife (as defined 

in section 1861(gg)); or 
" (Ill) a physician assistant (as defined in 

section 1861(aa)(5)). 
'' (3) The term 'primary care case manage

ment contract' means a contract with a 
State agency under which a primary care 
case manager undertakes to locate, coordi
nate and monitor covered primary care (and 
such other covered services as may be speci
fied under the contract) to all individuals en
rolled with the primary care case manager, 
and which provides for-

" (A) reasonable and adequate hours of op
eration, including 24-hour availability of in
formation, referral, and treatment with re
spect to medical emergencies; 

" (B) restriction of enrollment to individ
uals residing sufficiently near a service de
livery site of the entity to be able to reach 
that site within a reasonable time using 
available and affordable modes of transpor
tation; 

" (C) employment of, or contracts or other 
arrangements with, 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) a prohibition on discrimination on the 
basis of health status or requirements for 
health services in enrollment, disenrollment, 
or reenrollment of individuals eligible for 
medical assistance under this title; and 

" (E) a right for an enrollee to terminate 
enrollment without cause during the first 
month of each enrollment period, which pe
riod shall not exceed six months in duration, 
and to terminate enrollment at any time for 
cause. 

"(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 gen
eral practitioner, family medicine physician, 
internal medicine physician, obstetrician/ 
gynecologist, or pediatrician.". 

(C) CONFORMING AMENDMENTS.-Section 
1902 (42 U.S.C. 1396a) is amended-

(!) in subsection (a)(lO)(C)(iv), by striking 
" (24)" and inserting "(25)" . and 

(2) in subsection (j), by striking " (25)" and 
inserting " (26)" . 

(d) EFFECTIVE DATE.- The amendments 
made by this section apply to primary care 
case management services furnished on or 
after October 1, 1997. 
SEC. 3404. CHANGE IN THRESHOLD AMOUNT FOR 

CONTRACTS REQUffilNG SEC-
RETARY'S PRIOR APPROVAL. 

(a) IN GENERAL.-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 established under this clause for the 
previous year increased by the percentage in
crease in the consumer price index for all 
urban consumers over the previous year". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to con
tracts entered into or renewed on or after 
the date of the enactment of this Act. 

Subchapter B-Payment Methodology 
SEC. 3411. FLEXIBILITY IN PAYMENT METHODS 

FOR HOSPITAL, NURSING FACILITY, 
AND ICF/MR SERVICES; FLEXIBILITY 
FOR HOME HEALTH. 

(a) REPEAL OF BOREN REQUIREMENTS.-Sec
tion 1902(a)(13) (42 U.S.C. 1396a(a)) is amend
ed-

(1) by amending subparagraphs (A) and (B) 
to read as follows: 

" (A) for a public process for determination 
of rates of payment under the plan for hos
pital services, nursing facility services, and 
services of intermediate care facilities for 
the mentally retarded under which-

" (i) proposed rates are published, and pro
viders , beneficiaries and their representa
tives, and other concerned State residents 
are given a reasonable opportunity for re
view and comment on the proposed rates; 

"(ii) final rates are published, together 
with justifications, and 

" (111) in the case of hospitals, take into ac
count (in a manner consistent with section 
1923) the situation of hospitals which serve a 
disproportionate number of low income pa
tients with special needs; 

" (B) that the State shall provide assur
ances satisfactory to the Secretary that the 
average level of payments under the plan for 
nursing facility services (as determined on 
an aggregate per resident-day basis) and the 
level of payments under the plan for inpa
tient hospital services (as determined on an 
aggregate hospital payment basis) furnished 
during the 18-month period beginning Octo
ber 1, 1997, is not less than the average level 
of payments that would be made under the 
plan during such 18-month period for such re
spective services (determined on such basis) 
based on rates or payment basis in effect as 
of May 1, 1997;"; and 

(2) by striking subparagraph (C). 
(b) REPEAL OF REQUIREMENTS RELATING TO 

HOME HEALTH SERVICES.- Such section is 
further amended-

(!) by adding " and" at the end of subpara
graph (D), 

(2) by striking "and" at the end of subpara
graph (E), and 

(3) by striking subparagraph (F) . 
(C) EFFECTIVE DATE.-The amendments 

made by this section shall apply to payment 
for items and services furnished on or after 
the date of the enactment of this Act. 
SEC. 3412. PAYMENT FOR CENTER AND CLINIC 

SERVICES. 
(a) PHASE-OUT OF PAYMENT BASED ON REA

SONABLE COSTS.-Section 1902(a)(13)(E) ( 42 
U.S.C. 1396a(a)(13)(E)) is amended by insert
ing " (or 95 percent for services furnished dur
ing fiscal year 2000, 90 percent for service fur
nished during fiscal year 2001, and 85 percent 
for services furnished during fiscal year 
2002)" after "100 percent". 

(b) TRANSITIONAL SUPPLEMENTAL PAYMENT 
FOR SERVICES FURNISHED UNDER CERTAIN 
MANAGED" CARE CONTRACTS.-

(!) IN GENERAL.-Section 1902(a)(13)(E) is 
further amended-

(A) by inserting " (i)" after " (E)", and 
(B) by inserting before the semicolon at 

the end the following: "and (ii) in carrying 
out clause (i) in the case of services fur
nished by a federally qualified health center 
or a rural health clinic pursuant to a con
tract between the center and a health main
tenance organization under section 1903(m), 
for payment 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 pro
vided under such contract". 

(2) CONFORMING AMENDMENT 'I'O 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 follows: 

" (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 clin
ic, that the entity shall provide payment 
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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 section shall apply to services 
furnished on or after October 1, 1997. 

(c) END OF TRANSITIONAL PAYMENT 
RULES.-Effective for services furnished on 
or after October l, 2002-

(1) subparagraph (E) of section 1902(a)(13) 
(42 U.S.C. 1396a(a)(13)) is repealed, 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(1)(2)(B)(iii) 
(42 U.S.C. 1396d(l)(2)(B)(iii)) is amended by in
serting " and is not other than an entity that 
is owned, controlled, or operated by another 
provider" after "such a grant" . 

(2) EFFECTIVE DATE.- The amendments 
made by paragraph (1) shall apply to service 
furnished on and after the date of the enact
ment of this Act. 

(e) GAO REPORT.-By not later than Feb
ruary 1, 2001, the Comptroller General shall 
submit to Congress a report on the impact of 
the amendments made by this section on ac
cess to heal th care for medicaid beneficiaries 
and the uninsured served at health centers 
and rural health clinics and the ability of 
health centers and rural health clinics to be
come integrated in a managed care system. 
SEC. 3413. TREATMENT OF STATE TAXES IM· 

POSED ON CERTAIN HOSPITALS 
THAT PROVIDE FREE CARE. 

(a) EXCEPTION FROM TAX DOES NOT DIS
QUALIFY AS BROAD-BASED TAX.- Section 
1903(w)(3) (42 U.S.C. 1396b(w)(3)) is amended

(!) 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 
hospital that is exempt from taxation under 
section 50l(c)(3) of the Internal Revenue Code 
of 1986 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)) is amend
ed by adding at the end the following: 

"(4) Notwithstanding the preceding provi
sions of this section, the amount determined 
under subsection (a)(l) for any State shall be 
decreased in a quarter by the amount of any 
health care related taxes (described in sec
tion 1902(w)(3)(A)) that are imposed on a hos
pital described in subsection (w)(3)(F) in that 
quarter.". 

(c) 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. 

Subchapter C-Eligibility 
SEC. 3421. STATE OPTION OF CONTINUOUS ELIGI· 

BILITY FOR 12 MONTHS; CLARIFICA· 
TION OF STATE OPTION TO COVER 
CHILDREN. 

(a) CONTINUOUS ELIGIBILITY OPTION .- Sec
tion 1902(e) (42 U.S.C. 1396a(e)) is amended by 
adding at the end the following new para
graph: 

"(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 ap-

proved under this title under subsection 
(a)(lO)(A) shall remain eligible for those ben
efits until the earlier of-

"(A) the end of a period (not to exceed 12 
months) following 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)" a fter "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 October 1, 1997. 
SEC. 3422. PAYMENT OF PART OR ALL OF MEDI

CARE PART B PREMIUM FORCER
TAIN LOW-INCOME INDIVIDUALS. 

(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 
(11), 

(2) in clause (iii), by striking " and 120 per
cent in 1995 and years thereafter" and insert
ing "120 percent in 1995, 1996, and 1997, and 
135 percent in 1998 and years thereafter"; and 

(3) by inserting after clause (iii) the fol
lowing: 

" (iv) subject to section 1905(p)(4), for mak
ing medical assistance available for the por
tion of medicare cost sharing described in 
section 1905(p)(3)(A)(ii) that is attributable 
to the application under section 1839(a)(5) of 
section 1833(d)(2) for individuals who would 
be described in clause (iii) but for the fact 
that their income exceeds 135 percent, but is 
less than 175 percent, of the official poverty 
line (referred to in section 1905(p)(2)) for a 
family of the size involved; and". 

(b) 100 PERCENT FEDERAL PAYMENT.-The 
third sentence of section 1905(b) (42 U.S.C. 
1396d(b)) is amended by inserting " and with 
respect to amounts expended for medical as
sistance described in section 
1902(a)(10)(E)(iii) for individuals described in 
such section whose income is equal to or ex
ceeds 120 percent of the official poverty line 
and with respect to amounts expended for 
medical assistance described in section 
1902(a)(10)(E)(iv) for individuals described in 
such section" before the period at the end. 
SEC. 3423. PENALTY FOR FRAUDULENT ELIGI-

BILITY. 
Section 1128B(a) (42 U.S.C. 1320a-7b(a)), as 

amended by section 217 of the Health Insur
ance Portability and Accountability Act of 
1996, is amended-

(1) by amending paragraph (6) to read as 
follows: 

"(6) for a fee knowingly and willfully coun
sels or assists an individual to dispose of as
sets (including by any transfer in trust) in 
order for the individual to become eligible 
for medical assistance under a State plan 
under title XIX, if disposing of the assets re
sults in the imposition of a period of ineligi
bility for such assistance under section 
1917(c)," ; and 

(2) in clause (11) of the matter following 
such paragraph, by striking "failure, or con
version by any other person" and inserting 
"failure , conversion, or provision of counsel 
or assistance by any other person" . 
SEC. 3424. TREATMENT OF CERTAIN SETTLE· 

MENT PAYMENTS. 
Notwithstanding any other provision of 

law, the payments made from any fund es
tablished pursuant to the settlement in the 
case of In re Factor VIII or IX Concentrate 
Blood Products Litigation, MDL- 986, no. 93-
C7452 (N.D. Ill.) shall not be considered in-

come or resources in determining eligibility 
for, or the amount of benefits under, a State 
plan of medical assistance approved under 
title XIX of the Social Security Act. 

Subchapter D-Programs of All-inclusive 
Care for the Elderly (PACE) 

SEC. 8431. 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 3403(a)-
(A) by striking " and" at the end of para

graph (25); 
(B) by redesignating paragraph (26) as 

paragraph (27); and 
(C) by inserting after paragraph (25) the 

following new paragraph: 
''(26) services furnished under a PACE pro

gram under section 1932 to PACE program el
igible individuals enrolled under the pro
gram under such section; and"; 

(2) by redesignating section 1932 as section 
1933; and 

(3) by inserting after section 1931 the fol
lowing new section: 

"PROGRAM OF ALL-INCLUSIVE CARE FOR THE 
ELDERLY (PACE) 

"SEC. 1932. (a) 0PTION.-
"(l) IN GENERAL.-A State may elect to 

provide medical assistance under this sec
tion with respect to PACE program services 
to PACE program 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 ben
efits under part A, or enrolled under part B. 
of title XVIII to be eligible to enroll under 
this section. In the case of an individual en
rolled with a .PACE program pursuant to 
such an election-

· '(A) the individual shall receive benefits 
under the plan solely through such program, 
and 

"(B) the PACE provider shall receive pay
ment in accordance with the PACE program 
agreement for provision of such benefits. 
A State may limit through its PACE pro
gram agreement the number of individuals 
who may be enrolled in a PACE program 
under the State plan. 

"(2) p ACE PROGRAM DEFINED.-For pur
poses of this section and section 1894, the 
term 'PACE program' means a program of 
all-inclusive care for the elderly that meets 
the following requirements: 

"(A) OPERATION.-The entity operating the 
program is a PACE provider (as defined in 
paragraph (3)). 

"(B) COMPREHENSIVE BENEFITS.- The pro
gram provides comprehensive health care 
services to PACE program eligible individ
uals in accordance with the PACE program 
agreement and regulations under this sec
tion. 

"(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 the indi
vidual no longer qualifies as a PACE pro
gram eligible individual, the termination of 
a PACE program agreement, or otherwise), 
the program provides assistance to the indi
vidual in obtaining necessary transitional 
care through appropriate referrals and mak
ing 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 en
tity that-

"(i) subject to subparagraph (B), is (or is a 
distinct part of) a public entity or a private, 
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nonprofit entity organized for charitable 
purposes under section 501(c)(3) of the Inter
nal Revenue Code of 1986, and 

"(ii) has entered into a PACE program 
agreement 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 

"(11) after the date the report under section 
4014(b) of the Balanced Budget Act of 1997 is 
submitted, unless the Secretary determines 
that any of the findings described in sub
paragraph (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 regulations promulgated to carry out 
such sections, between 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 
DEFINED.-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 deter

mined under subsection (c) to require the 
level of care required under the State med
icaid plan for coverage of nursing facility 
services; 

"(C) resides in the service area of the 
PACE program; and 

"(D) meets such other eligibility condi
tions as may be imposed under the PACE 
program agreement for the program under 
subsection (e)(2)(A)(ii). 

"(6) p ACE PROTOCOI~.-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. 

"(7) PACE DEMONSTRATION WAIVER PRO
GRAM DEFINED.-For purposes of this section, 
the term 'PACE demonstration waiver pro
gram' means a demonstration program under 
either of the following 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 
extended by section 9220 of the Consolidated 
Omnibus 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 DE
FINED.-For purposes of this section, the 
term 'State administering agency' means, 
with respect to the operation of a PACE pro
gram 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) responsible for admin
istering PACE program agreements under 
this section and section 1894 in the State. 

"(9) TRIAL PERIOD DEFINED.-
"(A) IN GENERAL.-For purposes of this sec

tion, the term ' trial period' means, with re
spect to a PACE program operated by a 
PACE provider under a PACE program agree
ment, the first 3 contract years under such 
agreement with respect to such program. 

"(B) TREATMENT OF ENTITIES PREVIOUSLY 
OPERATING PACE DEMONSTRATION WAIVER PRO
GRAMS.-Each contract year (including a 
year occurring before the effective date of 

this section) during which an entity has op
erated a PACE demonstration waiver pro
gram shall be counted under subparagraph 
(A) as a contract year during which the enti
ty operated a PACE program as a PACE pro
vider under a PACE program agreement. 

"(10) REGULATIONS.-For purposes of this 
section, the term 'regulations ' refers to in
terim final or final regulations promulgated 
under subsection (f) to carry out this section 
and section 1894. 

"(b) SCOPE OF BENEFI'l'S; BENEFICIARY 
SAFEGUARDS.-

" (!) IN GENERAL.-Under a PACE program 
agreement, a PACE provider shall-

"(A) provide to PACE program eligible in
dividuals, regardless of source of payment 
and directly or under contracts with other 
entities, at a minimum-

"(i) all items and services covered under 
title XVIII (for individuals enrolled under 
section 1894) and all items and services cov
ered under this title, but without any limita
tion or condition as to amount, duration, or 
scope and without application of deductibles, 
copayments, coinsurance, or other cost-shar
ing that would otherwise apply under such 
title or this title, respectively; and 

"(ii) all additional items and services spec
ified in regulations, based upon those re
quired 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 en
tity, and to arrange for delivery of those 
items and services through contracts meet
ing the requirements 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 imple
menting such plan, in accordance with regu
lations, and 

"(B) written safeguards of the rights of en
rolled participants (including a patient bill 
of rights and procedures for grievances and 
appeals) in accordance with regulations and 
with other requirements of this title and 
Federal and State law designed for the pro
tection of patients. 

"(c) ELIGIBILITY DETERMINATIONS.-
"(!) IN GENERAL.- The determination of 

whether an individual is a PACE program el
igible individual-

" (A) 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 ad
ministering agency. 

"(2) CONDITION.-An individual is not a 
PACE program eligible individual (with re
spect to payment under this section) unless 
the individual 's health status has been deter
mined, in accordance with regulations, to be 
comparable to the health status of individ
uals who have participated in the PACE 
demonstration waiver programs. Such deter
mination shall be based upon information on 
health status and related indicators (such as 
medical diagnoses and measures of activities 
of daily living, instrumental activities of 
daily living, and cognitive impairment) that 
are part of a uniform minimum data set col
lected by PACE providers on potential eligi
ble individuals. 

"(3) ANNUAL ELIGIBILITY REC ERTi Fi-
CATIONS.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), the determination described in sub
section (a)(5)(B) for an individual shall be re
evaluated at least once a year. 

"(B) EXCEPTION.-The requirement of an
nual reevaluation under subparagraph (A) 
may be waived during a period in accordance 
with regulations in those cases where the 
State administering agency determines that 
there is no reasonable expectation of im
provement or significant change in an indi
vidual's condition during the period because 
of the advanced age, severity of the advanced 
age, 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 determina
tion that the individual no longer meets the 
requirement of subsection (a)(5)(B) if, in ac
cordance with regulations, in the absence of 
continued coverage under a PACE program 
the individual reasonably would be expected 
to meet such requirement within the suc
ceeding 6-month period. 

"(5) ENROLLMEN'.r; DISENROLLMENT.-The 
enrollment and disenrollment of PACE pro
gram 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. 

"(d) PAYMENTS TO PACE PROVIDERS ON A 
CAPITATED BASIS.-

"(1) IN GENERAL.-In the case of a PACE 
provider with a PACE program agreement 
under this section, except as provided in this 
subsection or by regulations, the State shall 
make prospective monthly payments of a 
capitation amount for each PACE program 
eligible individual enrolled under the agree
ment 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 
agreement for the year. Such amount shall 
be an amount, specified under the PACE 
agreement, which is less than the amount 
that would otherwise have been made under 
the State plan if the individuals were not so 
enrolled and shall 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. 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 
program under such section. 

"(e) PACE PROGRAM AGREEMENT.
" (l) REQUIREMENT.-
"(A) IN GENERAL.-The Secretary, in close 

cooperation with the State administering 
agency, shall establish procedures for enter
ing into, extending, and terminating PACE 
program agreements for the operation of 
PACE programs by entities that meet the re
quirements for a PACE provider under this 
section, section 1894, and regulations. 

"(B) NUMERICAL LIMITATION.-
"(i) IN GENERAL.-The Secretary shall not 

permit the number of PACE providers with 
which agreements are in effect under this 
section or under section 9412(b) of the Omni
bus Budget Reconciliation Act of 1986 to ex
ceed-

"(I) 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 
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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. 

"(11) TREATMENT OF CERTAIN PRIVATE, FOR
.PROFIT PROVIDERS.-The numerical limita
tion 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 pro
vider 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; 
" (11) may provide additional requirements 

for individuals to qualify as PACE program 
eligible individuals with respect to the pro
gram; 

"(i11) 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 terminatiqn 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 
requirements; and 

"(v) shall have such additional terms and 
conditions as the parties may agree to con
sistent with this section· and regulations. 

"(B) SERVICE AREA OVERLAP.- ln desig
nating a service area under a PACE program 
agreement under subparagraph (A)(i), the 
Secretary (in consultation with the State ad
ministering agency) may exclude from des
ignation an area that is already covered 
under another PACE program agreement, in 
order to avoid unnecessary duplication of 
services and avoid impairing the financial 
and service viability of an existing program. 

"(3) DATA COLLECTION.-
" (A) IN GENERAL.-Under a PACE 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, in
cluding pertinent financial, medical, and 
personnel records, and 

"(iii) make to the Secretary and the State 
administering agency reports that the Sec
retary finds (in consultation with State ad
ministering agencies) necessary to monitor 
the operation, cost, and · effectiveness of the 
PACE program under this title and title 
XVIII. 

"(B) REQUIREMENTS DURING TRIAL PERIOD.
During the first three years of operation of a 
PACE program (either under this section or 
under a PACE demonstration waiver pro
gram), 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). 

"( 4) OVERSIGHT.-
"(A) ANNUAL, CLOSE OVERSIGH'l' DURING 

'l'RIAL PERIOD.-During the trial period (as 
defined in subsection (a)(9)) with respect to a 
PACE program operated by a PACE provider, 
the Secretary (in cooperation with the State 
administering agency) shall conduct a com
prehensive annual review of the operation of 
the PACE program by the provider in order 
to assure compliance with the requirements 
of this section and regulations. Such a re
view shall include-

"(i) an on-site visit to the program site; 

"(ii) comprehensive assessment of a pro
vider'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 sub
stantial compliance with all significant re
quirements of this section and regulations; 
and 

"(v) any other elements the Secretary or 
State agency considers necessary or appro
priate. 

"(B) CONTINUING OVERSIGHT.-After the 
trial period, the Secretary (in cooperation 
with the State administering agency) shall 
continue to conduct such review of the oper
ation of PACE providers and PACE programs 
as may be . appropriate, taking into account 
the performance level of a provider and com
pliance of a provider with all significant re
quirements 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 recommendations for changes to the pro
vider's program, 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 
agreement for cause, and 

"(ii) a PACE provider may terminate such 
an agreement after appropriate notice to the 
Secretary, the State agency, and enrollees. 

"(B) CAUSES FOR TERMINATION.-In accord
ance with regulations establishing proce
dures for termination of PACE program 
agreements, the Secretary or a State admin
istering agency may terminate a PACE pro
gram agreement with a PACE provider for, 
among other reasons, the fact that-

"(i) the Secretary or State administering 
agency determines that-

"(!) there are significant deficiencies in 
the quality of care provided to enrolled par
ticipants; or 

"(II) the provider has failed to comply sub
stantially with conditions for a program or 
provider under this section or section 1894; 
and 

"(11) the entity has failed to develop and 
successfully initiate, within 30 days of the 
date of the receipt of written notice of such 
a determination, and continue implementa
tion of a plan to correct the deficiencies. 

"(C) TERMINATION AND TRANSITION PROCE
DURES.- An entity whose PACE provider 
agreement is terminated under this para
graph shall implement the transition proce
dures required under subsection (a)(2)(C). 

"(6) SECRETARY'S OVERSIGHT; 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 actions: 

"(i) Condition the continuation of the 
PACE program agreement upon timely exe
cution of a corrective action plan. 

"(ii) Withhold some or all further pay
ments under the PACE program agreement 
under this section or section 1894 with re
spect 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 provider of remedies described in sec
tion 1857(f)(2) (or, for periods before January 
1, 1999, section 1876(i)(6)(B)) or 1903(m)(6)(B) 
in the case of violations by the provider of 
the type described in section 1857(f)(l) (or 
1876(i)(6)(A) for such periods) or 
1903(m)(6)(A), respectively (in relation to 
agreements, enrollees, and requirements 
under section 1894 or this section, respec
tively). 

"(7) PROCEDURES FOR TERMINATION OR IMPO
SITION OF SANCTIONS.-Under regulations, the 
provisions of section 1857(g) (or for periods 
before January 1, 1999, section 1876(i)(9)) 
shall apply to termination and sanctions re
specting 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 MedicarePlus organization under part C (or 
for such periods an eligible organization 
under section 1876). 

" (8) TIMELY CONSIDERATION OF APPLICA
TIONS FOR PACE PROGRAM PROVIDER STATUS.
In considering an application for PACE pro
vider program status, the application shall 
be deemed approved unless the Secretary, 
within 90 days after the date of the submis
sion of the application to the Secretary, ei
ther denies such request in writing or in
forms 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 ap
proved unless the Secretary, within 90 days 
of such date, denies such request. 

"(f) REGULATIONS.-
"(!) 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.-In issuing such regula
tions, the Secretary shall, to the extent con
sistent with the provisions of this section, 
incorporate the requirements applied to 
PACE demonstration waiver programs under 
the PACE protocol. 

"(B) FLEXIBILITY.-The Secretary (in close 
consultation with State administering agen
cies) may modify or waive such provisions of 
the PACE protocol in order to provide for 
reasonable flexibility in adapting the PACE 
service delivery model to the needs of par
ticular organizations (such as those in rural 
areas or those that may determine it appro
priate to use non-staff physicians accord
ingly to State licensing law requirements) 
under this section and section 1932 where 
such flexibillty is not inconsistent with and 
would not impair the essential elements, ob
jectives, and requirements of the this sec
tion, including-

"(!) the focus on frail elderly qualifying in
dividuals who require the level of care pro
vided 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 
allows the provider to pool payments re
ceived from public and private programs and 
individuals; and 

"(v) the assumption by the provider over 
time of full financial risk. 

"(3) APPLICATION OF CERTAIN ADDITIONAL 
BENEFICIARY AND PROGRAM PROTECTIONS.-

"(A) IN GENERAL.-ln issuing such regula
tions and subject to subparagraph (B), the 
Secretary may apply with respect to PACE 
programs, providers, and agreements such 



12304 CONGRESSIONAL RECORD-HOUSE June 25, 1997 
requirements of part C of title XVIII (or, for 
periods before January 1, 1999, section 1876) 
and section 1903(m) relating to protection of 
beneficiaries and program integrity as would 
apply to MedicarePlus organizations under 
such part C (or for such periods eligible orga
nizations under risk-sharing contracts under 
section 1876) and to health maintenance or
ganizations under prepaid capitation agree
ments under section 1903(m). 

"(B) CONSIDERATIONS.- ln issuing such reg
ulations, the Secretary shall-

"(i) take into account the differences be
tween populations served and benefits pro
vided 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 restrict
ing the proportion of enrollees who are eligi
ble for benefits under this title or title 
XVIII. 

"(g) w AIVERS 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 
requirements) shall not apply: 

"(1) Section 1902(a)(l), relating to any re
quirement that PACE programs or PACE 
program 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), re
lating 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 pre
paid capitation payments. 

"(h) DEMONSTRATION PROJECT FOR FOR
PROFIT ENTITIES.-

" (!) IN GENERAL.-ln order to demonstrate 
the operation of a PACE program by a pri
vate, for-profit entity, the Secretary (in 
close consultation with State administering 
agencies) shall grant waivers from the re
quirement under subsection (a)(3) that a 
PACE provider may not be a for-profit, pri
vate 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 program by a provider under this sub
section shall be the same as those for PACE 
providers that are nonprofit, private organi
zations. 

"(B) NUMERICAL LIMITATION.-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 IN
COME.-A State may provide for post-eligi
bility treatment of income for individuals 
enrolled in PACE programs under this sec
tion in the same manner as a State treats 
post-eligibility income for individuals re
ceiving services under a waiver under section 
1915(c). 

" (j) MISCELLANEOUS PROVISIONS.-
"(!) CONSTRUCTION.-Nothing in this sec

tion or section 1894 shall be construed as pre
venting a PACE provider from entering into 
contracts with other g·overnmental or non
governmental payers for the care of PACE 
program eligible individuals who are not eli
gible for benefits under part A, or enrolled 
under part B, of title XVIII or eligible for 
medical assistance under this title. " . 

(b) CONFORMING AMENDMENTS.-
(!) Section 1902 (42 U.S.C. 1396a), as amend

ed by section 3403(c), is amended-
(A) in subsection (a)(lO)(C)(iv), by striking 

"(25)" and inserting "(26)", and 
(B) in subsection (j), by striking "(26)" and 

inserting "(27)". 
(2) Section 1924(a)(5) (42 U.S.C. 1396r-5(a)(5)) 

is amended-
(A) in the heading, by striking " FROM OR

GANIZATIONS RECEIVING CERTAIN WAIVERS" 
and inserting "UNDER PACE PROGRAMS"' and 

(B) by striking "from any organization" 
and all that follows and inserting " under a 
PACE demonstration waiver program (as de
fined in subsection (a)(7) of section 1932) or 
under a PACE program under section 1894. ". 

(3) 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 
1932," after "section 1902(a)(10)(A), " . 
SEC. 3432. COVERAGE OF PACE UNDER THE 

MEDICARE PROGRAM. 
Title XVIII (42 U.S.C. 1395 et seq.) is 

amended by inserting after section 1894 the 
following 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.-

"(!) BENEFITS THROUGH ENROLLMENT IN A 
PACE PROGRAM.-ln accordance with this sec
tion, in the case of an individual who is enti
tled to benefits under part A or enrolled 
under part Band who is a PACE program eli
gible individual with respect to a PACE pro
gram offered by a PACE provider under a 
PACE program agreement-

"(A) the individual may enroll in the pro
gTam under this section; and 

"(B) so long as the individual is so enrolled 
and in accordance with regulations-

"(1) the individual shall receive benefits 
under this title solely through such program, 
and 

"(ii) the PACE provider is entitled to pay
ment under and in accordance with this sec
tion and such agreement for provision of 
such benefits. 

"(2) APPLICATION OF DEFINI'fIONS.-The defi
nitions of terms under section 1932(a) shall 
apply under this section in the same manner 
as they apply under section 1932. 

"(b) APPLICATION OF MEDICAID TERMS AND 
CONDITIONS.-Except as provided in this sec
tion, the terms and conditions for the oper
ation and participation of PACE program eli
gible individuals in PACE programs offered 
by PACE providers under PACE program 
agreements under section 1932 shall apply for 
purposes of this section. 

"(C) PAYMENT.-
"(1) ADJUSTMENT IN PAYMENT AMOUNTS.-ln 

the case of individuals enrolled in a PACE 
program under this section, the amount of 
payment under this section shall not be the 
amount calculated under section 1932(d)(2), 
but shall be an amount, specified under the 
PACE agreement, based upon payment rates 
established for purposes of payment under 
section 1854 (or, for periods before January 1, 
1999, for purposes of risk-sharing contracts 
under section 1876) and shall be adjusted to 
take into account the comparative frailty of 
PACE enrollees and such other factors as 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 projected payment under this title 
for a comparable population not enrolled 
under a PACE program. 

" (2) FORM.-The Secretary shall make pro
spective monthly payments of a capitation 
amount for each PACE program eligible indi
vidual enrolled under this section in the 
same manner and from the same sources as 
payments are made to a MedicarePlus orga
nization under section 1854 (or, for periods 
beginning before January 1, 1999, to an eligi
ble organization under a risk-sharing con
tract under section 1876). Such payments 
shall be subject to adjustment in the manner 
described in section 1854(a)(2) or section 
1876(a)(l)(E), as the case may be. 

"(d) 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 
requirements) are waived and shall not 
apply: 

"(1) Section 1812, insofar as it limits cov
erage of institutional services. 

"(2) Sections 1813, 1814, 1833, and 1886, inso
far as such sections relate to rules for pay
ment 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 
coverage of extended care services. 

"(5) Sections 1862(a)(l) and 1862(a)(9), inso
far as they may prevent payment for PACE 
program services to individuals enrolled 
under PACE programs. '' . 
SEC. 3433. EFFECTIVE DATE; TRANSITION. 

(a) TIMELY ISSUANCE OF REGULATIONS; EF
FECTIVE DATE.-The Secretary of Health and 
Human Services shall promulgate regula
tions to carry out this subchapter in a time
ly manner. Such regulations shall be de
signed so that entities may establish and op
erate PACE programs under sections 1894 
and 1932 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.-Sec
tion 9412(b) of the Omnibus Budget Rec
onciliation Act of 1986, as amended by sec
tion 4118(g) of the Omnibus Budget Rec
onciliation 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 requirements to up to the applicable 
numerical limitation specified in section 
1932(e)(l)(B) of the Social Security Act"; and 

(B) in paragraph (2)-
(i) in subparagraph (A), by striking ", in

cluding permitting the organization to as
sume progressively (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 ex
tensions , an organization shall not be re
quired to provide for reporting of informa
tion which is only required because of the 
demonstration nature of the project." . 

(2) ELIMINATION OF REPLICATION REQUIRE
MENT.-Subparagraph (B) of paragraph (2) of 
such section shall not apply to waivers 
granted under such section after the date of 
the enactment of this Act. 

(3) TIMELY CONSIDERATION OF APPLICA
'l'IONS.- ln considering an application for 
waivers under such section before the effec
tive date of repeals under subsection (c), sub
ject to the numerical limitation under the 
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amendment made by paragraph (1), the appli
cation shall be deemed approved unless the 
Secretary of Health and Human Services, 
within 90 days after the date of its submis
sion to the Secretary, either denies such re
quest in writing or informs 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 ap
plication. After the date the Secretary re
ceives such additional information, the ap
plication 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 be
ginning on the date of the enactment of this 
Act: 

(1) PROVIDER STATUS.-The Secretary of 
Health and Human Services shall give pri
ority, in processing applications of entities 
to qualify as PACE programs under section 
1894 or 1932 of the Social Security Act-

(A) first, to entities that are operating a 
PACE demonstration waiver program (as de
fined in section 1932(a)(7) of such Act), and 

(B) then 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 waiv
ers 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 pro
vide services 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 
paragraph (2), to an entity which as of May 
1, 1997 through formal activities (such as en
tering into contracts for feasibility studies) 
has indicated a specific intent to become a 
PACE provider. 

(d) REPEAL OF CURRENT PACE DEMONSTRA
TION PROJECT W AIYER AUTHORITY.-

(!) IN GENERAL.-Subject to paragraphs (2) 
and (3), 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 Omni
bus 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.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the repeals made by paragraph (1) shall 
not apply to waivers granted before the ini
tial effective date of regulations described in 
subsection (a). 

(B) APPLICATION TO APPROVED WAIVERS.
Such repeals shall apply to waivers granted 
before such date only after allowing such or
ganizations a transition period (of up to 24 
months) in order to permit sufficient time 
for an orderly transition from demonstration 
project authority to general authority pro
vided under the amendments made by this 
subchapter. 

(3) STATE OPTION.- A State may elect to 
maintain the PACE program which (as of the 
date of the enactment of this Act) were oper
ating under the authority described in para
graph (1) without electing to use the author
ity under section 1932 of the Public Health 
Service Act. 

SEC. 3434. STUDY AND REPORTS. 
(a) STUDY.-
(!) IN GENERAL.-The Secretary of Health 

and Human Services (in close consultation 
with State administering agencies, as de
fined in section 1932(a)(8) of the Social Secu
rity 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 sub
chapter. 

(2) STUDY OF PRIVATE, FOR-PROFIT PRO
VIDERS.- Such study shall specifically com
pare the costs, quality, and access to serv
ices by entities that are private, for-profit 
entities operating under demonstration 
projects waivers granted under section 
1932(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 Secretary shall provide for a report to 
Congress on the impact of such amendments 
on quality and cost of services. The Sec
retary shall include in such report such rec
ommendations for changes in the operation 
of such amendments as the Secretary deems 
appropriate. 

(2) TREATMENT OF PRIVATE, FOR-PROFIT PRO
VIDERS.- The report shall include specific 
findings on whether any of the following 
findings is true: 

(A) The number of covered lives enrolled 
with entities operating under demonstration 
project waivers under section 1932(h) of the 
Social Security Act is fewer than 800 (or 
such lesser number as the Secretary may 
find statistically sufficient to make deter
minations respecting findings described in 
the succeeding subparagraphs). 

(B) The population enrolled with such enti
ties is less frail than the population enrolled 
with other PACE providers. 

(C) Access to or quality of care for individ
uals enrolled with such entities is lower than 
such access or quality for individuals en
rolled 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 expenditures that would have been made 
if such section did not apply. 

(c) INFORMATION INCLUDED IN ANNUAL REC
OMMENDATIONS.-The Medicare Payment Ad
visory Commission shall include in its an
nual report under section 1805(b)(l)(B) of the 
Social Security Act recommendations on the 
methodology and level of payments made to 
PACE providers under section 1894(d) of such 
Act and on the treatment of private, for
profit entities as PACE providers. 

Subchapter E-Benefits 
SEC. 3441. ELIMINATION OF REQUIREMENT TO 

PAY FOR PRIVATE INSURANCE. 
(a) REPEAL OF STATE PLAN PROVISION.

Section 1902(a)(25) (42 U.S.C. 1396a(a)(25)) is 
amended-

(1) by striking subparagraph (G); and 
(2) by redesignating subparagraphs (H) and 

(I) as subparagraphs (G) and (H), respec
tively. 

(b) MAKING PROVISION OPTIONAL.- Section 
1906 (42 U.S.C. 1396e) is amended-

(!) in subsection (a)-
(A) by striking " For purposes of section 

1902(a)(25)(G) and subject to subsection (d), 
each" and inserting " Each" , 

(B) in paragraph (1), by striking "shall" 
and inserting " may" , and 

(C) in paragraph (2), by striking "shall" 
and inserting " may" ; and 

(2) by striking subsection (d). 

(c) EFFECTIVE DATE.- The amendments 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 3442. PERMITTING SAME COPAYMENTS IN 

HEALTH MAINTENANCE ORGANIZA
TIONS AS IN FEE-FOR-SERVICE. 

(a) IN GENERAL.-Section 1916(a)(2)(D) (42 
U.S.C. 1396o(a)(2)(D)) is amended by inserting 
"(at the option of the State)" after "section 
1905(a)(4)(C), or" . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to cost 
sharing with respect to deductions, cost 
sharing and similar charges imposed for 
items and services furnished on or after the 
date of the enactment of this Act. 
SEC. 3443. PHYSICIAN QUALIFICATION REQUIRE

MENTS. 

(a) IN GENERAL.-Section 1903(1) (42 u.s.c. 
1396b(i)) is amended by striking paragraph 
(12) 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall apply to serv
ices furnished on or after the date of the en
actment of this Act. 
SEC. 3444. ELIMINATION OF REQUIREMENT OF 

PRIOR INSTITUTIONALIZATION 
WITH RESPECT TO HABILITATION 
SERVICES FURNISHED UNDER A 
WAIVER FOR HOME OR COMMUNITY
BASED SERVICES. 

(a) IN GENERAL.-Section 1915(c)(5) (42 
U.S.C. 1396n(c)(5)) is amended, in the matter 
preceding subparagraph (A), by striking " , 
with respect to individuals who receive such 
services after discharge from a nursing facil
ity or intermediate care facility for the men
tally retarded". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) apply to services fur
nished on or after October 1, 1997. 
SEC. 3445. BENEFITS FOR SERVICES OF PHYSI

CIAN ASSISTANTS. 

(a) IN GENERAL.-Section 1905(a) (42 u.s.c. 
1396d(a)), as amended by sections 3403(a) and 
3431(a), is amended-

(!) by redesignating paragraphs (22) 
through (27) as paragraphs (23) through (28), 
and 

(2) by inserting after paragraph (21) the fol
lowing new paragraph: 

"(22) services furnished by an physician as
sistant (as defined in section 1861(aa)(5)) 
which the assistant is legally authorized to 
perform under State law and with the super
vision of a physician;". 

(b) CONFORMING AMENDMENTS.-Section 
1902 (42 U.S.C. 1396a), as amended by sections 
3403(c) and 3431(b)(l) , is amended-

(!) in subsection (a)( lO)(C)(iv), by striking 
"(26)" and inserting " (27)", and 

(2) in subsection (j), by striking "(27)" and 
inserting "(28)". 
SEC. 3446. STUDY AND REPORT ON ACTUARIAL 

VALUE OF EPSDT BENEFIT. 

(a) STUDY.- The Secretary of Health and 
Human Services shall provide for a study on 
the actuarial value of the provision of early 
and periodic screening, diagnostic, and treat
ment services (as defined in section 1905(r) of 
the Social Security Act (42 U.S.C. 1396d(r))) 
under the medicaid program under title XIX 
of such Act. Such study shall include an ex
amination of the portion of such value that 
is attributable to paragraph (5) of such sec
tion and to the second sentence of such sec
tion. 

(b) REPORT.-By not later than 18 months 
after the date of the enactment of this Act, 
the Secretary shall submit a report to Con
gress on the results of the study under sub
section (a). 
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SEC. 3451. ELIMINATION OF DUPLICATIVE IN
SPECTION OF CARE REQUffiEMENTS 
FOR ICFS/MR AND MENTAL HOS
PITALS. 

(a) MEN'fAL HOSPITALS.-Section 1902(a)(26) 
(42 U.S.C. 1396a(a)(26)) is amended-

(!) by striking "provide-
"(A) with respect to each patient" and in

serting "provide, with respect to each pa
tient"; and 

(2) by striking subparagraphs (B) and (C). 
(b) ICFS/MR.-Section 1902(a)(31) (42 U.S.C. 

1396a(a)(31)) is amended-
(1) by striking "provide-
" (A) with respect to each patient" and in

serting "provide, with respect to each pa
tient"; and 

(2) by striking subparagraphs (B) and (C) . 
(c) EFFECTIVE DATE.- The amendments 

made by this section take effect on the date 
of the enactment of this Act. 
SEC. 3452. ALTERNATIVE SANCTIONS FOR NON

COMPLIANT ICFS/MR. 
(a) IN GENERAL.- Section 1902(i)(l)(B) (42 

U.S.C. 1396a(i)(l)(B)) is amended by striking 
"provide" and inserting "establish alter
native remedies if the State demonstrates to 
the Secretary's satisfaction that the alter
native remedies are effective in deterring 
noncompliance and correcting deficiencies, 
and may provide". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) takes effect on the 
date of the enactment of this Act. 
SEC. 3453. MODIFICATION OF MMIS REQUffiE

MENTS. 
(a) IN GENERAL.-Section 1903(r) (42 u.s.c. 

1396b(r)) is amended-
(1) by striking all that precedes paragraph 

(5) and inserting the following: 
" (r)(l) In order to receive payments under 

subsection (a) for use of automated data sys
tems in administration of the State plan 
under this title, a State must have in oper
ation mechanized claims processing and in
formation retrieval systems that meet the 
requirements of this subsection and that the 
Secretary has found-

"(A) is adequate to provide efficient, eco
nomical, and effective administration of 
such State plan; 

" (B) is compatible with the claims proc
essing and information retrieval systems 
used in the administration of title XVIII, 
and for this purpose-

" (i) has a uniform identification coding 
system for providers, other payees, and bene
ficiaries under this title or title XVIII; 

"(ii) provides liaison between States and 
carriers and intermediaries with agreements 
under title XVIII to facilitate timely ex
change of appropriate data; and 

"(iii) provides for exchange of data be
tween the States and the Secretary with re
spect to persons sanctioned under this title 
or title XVIII; 

"(C) is capable of providing accurate and 
timely data; 

"(D) is complying with the applicable pro
visions of part C of title XI; 

"(E ) is designed to receive provider claims 
in standard formats to the extent specified 
by the Secretary; and 

"(F) effective for claims filed on or after 
January 1, 1999, provides for electronic trans
mission of claims data in the format speci
fied by the Secretary and consistent with the 
Medicaid Statistical Information System 
(MSIS) (including detailed individual en
rollee encounter data and other information 
that the Secretary may find necessary). " . 

(2) in paragraph (5)-
(A) by striking subparagraph (B); 

(B) by striking all that precedes clause (i) 
and inserting the following: 

"(2) In order to meet the requirements of 
this paragraph, mechanized claims proc
essing and information retrieval systems 
must meet the following requirements:"; 

(C) in clause (iii), by striking " under para
graph (6)"; and 

(D) by redesignating clauses (i) through 
(iii) as paragraphs (A) through (C);_and 

(3) by striking paragraphs (6), (7), and (8). 
(b) CONFORMING AMENDMENTS.-Section 

1902(a)(25)(A)(ii) (42 U.S.C. 1396a(a)(25)(A)(ii)) 
is amended by striking all that follows 
"shall" and inserting the following: " be inte
grated with, and be monitored as a part of 
the Secretary's review of, the State's mecha
nized claims processing and information re
trieval system 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. 3454. 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. 3455. MEDICALLY ACCEPTED INDICATION. 

Section 1927(g)(l)(B)(i) (42 U.S.C. 1396r-
8(g)(l)(B)(i)) is amended-

(!) by striking " and" at the end of sub
clause (II). 

(2) by redesignating subclause (III) as sub
clause (IV), and 

(3) by inserting after subclause (II) the fol
lowing: 

"(III) the DRUGDEX Information System; 
and''. 
SEC. 3456. 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 fol
lowing new subsection: 

"(e)(l) The provisions of this subsection 
shall apply to the extension of State-wide 
comprehensive demonstration project (in 
this subsection referred to as 'waiver 
project') for which a waiver of compliance 
with requirements of title XIX is granted 
under subsection (a) . 

"(2) Not earlier than 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 
request within 6 months after the date it is 
submitted, the request is deemed to have 
been granted. 

"(4) If such a request is granted, the dead
line for submittal of a final report under the 
waiver project is deemed to have been ex
tended until the date that is 1 year after the 
date the waivers under subsection (a) with 
respect to the project would otherwise have 
expired. 

"(5) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

"(6) Subject to paragraphs (4) and (7), the 
extension of a waiver project under this sub
section shall be on the same terms and con-

ditions (including applicable terms and con
ditions relating to quality and access of serv
ices, budget neutrality, data and reporting 
requirements, and special population protec
tions) that applied to the project before its 
extension under this subsection. 

" (7) If an original condition of approval of 
a waiver project was that Federal expendi
tures under the project not exceed the Fed
eral expenditures that would otherwise have 
been made, the Secretary shall take such 
steps as may be necessary to assure that, in 
the extension of the project under this sub
section, such condition continues to be met. 
In applying the previous sentence, the Sec
retary shall take into account the Sec
retary's best estimate of rates of change in 
expenditures at the time of the extension.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to dem
onstration projects initially approved before, 
on, or after the date of the enactment of this 
Act. 
SEC. 3457. AUTHORIZING ADMINISTRATIVE 

STREAMLINING AND PRIVATIZING 
MODIFICATIONS UNDER THE MED
ICAID PROGRAM. 

Section 1902 (42 U.S.C. 1396a) is amended by 
adding at the end the following: 

"(aa)(l) Notwithstanding any other provi
sion of law, no provision of law shall be con
strued as preventing any State from allow
ing determinations of eligibility to receive 
medical assistance under this title to be 
made by an entity that is not a State or 
local government, or by an individual who is 
not an employee of a State or local govern
ment, which meets such qualifications as the 
State determines. For purposes of any Fed
eral law, such determinations shall be con
sidered to be made by the State and by a 
State agency. 

"(2) Nothing in this subsection shall be 
construed as affecting-

" (A) the conditions for eligibility for bene
fits (including any conditions relating to in
come or resources); and 

" (B) the rights to challenge determina
tions regarding eligibility or rights to bene
fits; and 

" (C) determinations regarding quality con
trol or error rates. ". 
SEC. 3458. EXTENSION OF MORATORIUM. 

Section 6408(a)(3) of the Omnibus Budget 
Reconciliation Act of 1989, as amended by 
section 13642 of the Omnibus Budget Rec
onciliation Act of 1993, is amended by strik
ing " December 31, 1995" and inserting "De
cember 31, 2002" . 

CHAPTER 2-QUALITY ASSURANCE 
SEC. 3461. REQUffiEMENTS TO ENSURE QUALITY 

OF AND ACCESS TO CARE UNDER 
MANAGED CARE PLANS. 

(a) STATE PLAN REQUIREMENT.- Section 
1902(a) (42 U.S.C. 1396a(a)) is amended-

(1) in paragraph (62), by striking "; and" at 
the end and inserting a semicolon; 

(2) by striking the period at the end of 
paragraph (63) and inserting " ; and"; and 

(3) by inserting after paragraph (63) the fol
lowing new paragraph: 

"(64) provide, with respect to all contracts 
described in section 1903(m)(2)(A) with an or
ganization or provider, that-

"(A) the State agency develops and imple
ments a quality assessment and improve
ment strategy, consistent with standards 
that the Secretary shall establish, in con
sultation with the States, and monitor and 
that do not preempt the application of 
stricter State standards, which includes-

"(i) standards for access to care so that 
covered services are available within reason
able timeframes and in a manner that en
sures continuity of care and adequate pri
mary care and, where applicable, specialized 
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services capacity, including pediatric spe
cialized services for special needs children 
(as defined in section 1915(i)); and 

"(ii) procedures for monitoring and evalu
ating the quality and appropriateness of care 
and services to beneficiaries that reflect the 
full spectrum of populations enrolled under 
the contract and that include-

"(!) requirements for provision of quality 
assurance data to the State using the data 
and information set that the Secretary shall 
specify with respect to entities contracting 
under section 1876 or alternative data re
quirements approved by the Secretary; 

"(TI) reg·ular and periodic examination of 
the scope and content of the quality im
provement strategy; and 

"(Ill) other aspects of care and service di
rectly related to the improvement of quality 
of care (including grievance procedures and 
marketing and information standards); and 

"(B) that adequate provision is made, con
sistent with standards that the Secretary 
shall specify and monitor, with respect to fi
nancial reporting under the contracts.". 

(b) DEEMED COMPLIANCE.-Section 1903(m) 
(42 U.S.C. 1396b(m)) is amended by adding at 
the end the following: 

''(7) DEEMED COMPLIANCE.-
"(A) MEDICARE ORGANIZATIONS.- At the op

tion of a State, the requirements of the pre
vious provisions of this subsection shall not 
apply with respect to a health maintenance 
organization if the organization is an eligi
ble organization with a contract in effect 
under section 1876 or a MedicarePlus organi
zation with a contract in effect under C of 
title XVITI. 

"(B) PRIVATE ACCREDITATION.-
"(i) IN GENERAL.-At the option of a State, 

such requirements shall not apply with re
spect to a health maintenance organization 
if-

"(I) the organization is accredited by an 
organization meeting the requirements de
scribed in subparagraph (C); and 

"(TI) the standards and process under 
which the organization is accredited meet 
such requirements as are established under 
clause (ii), without regard to whether or not 
the time requirement of such clause is satis
fied. 

"(ii) STANDARDS AND PROCESS.-Not later 
than 180 days after the date of the enactment 
of this paragraph, the Secretary shall specify 
requirements for the standards and process 
under which a health maintenance organiza
tion is accredited by an organization meet
ing the requirements of subparagraph (C). 

"(C) ACCREDITING ORGANIZATION.-An ac
crediting organization meets the require
ments of this subparagraph if the organiza
tion-

"(i) is a private, nonprofit organization; 
"(11) exists for the primary purpose of ac

crediting managed care organizations or 
health care providers; and 

"(111) is independent of health care pro
viders or associations of health care pro
viders. " . 

(c) APPLICATION TO MANAGED CARE ENTI
TIES.-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 new 
clause: 

"(xii) such contract provides for-
'(I) submitting to the State agency such 

information as may be necessary to monitor 
the care delivered to members, 

"(II) maintenance of an internal quality 
assurance program consistent with section 

1902(a)(64)(A), and meeting standards that 
the Secretary shall establish in regulations; 
and 

"(III) providing effective procedures for 
hearing and resolving grievances between 
the entity and members enrolled with the or
ganization under this subsection.". 

(d) APPLICATION TO PRIMARY CARE CASE 
MANAGEMENT CONTRACTS.- Section 1905(t)(3), 
as added by section 3403(b), is amended-

(1) by striking " and" at the end of subpara
graph (D), 

(2) by striking the period at the end of sub
paragraph (E) and inserting "; and", and 

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

"(F) if payment is made to the organiza
tion on a prepaid capitated or other risk 
basis, compliance with the requirements of 
section 1903(m)(2)(A)(x11) in the same manner 
such requirements apply to a health mainte
nance organization under section 
1903(m)(2)(A). '' . 

(e) EFFECTIVE DATE.-The amendments 
made by this section apply to agreements be
tween a State agency and an organization 
entered into or renewed on or after January 
1, 1999. 
SEC. 3462. SOLVENCY STANDARDS FOR CERTAIN 

HEALTH MAINTENANCE ORGANIZA
TIONS. 

(a) IN GENERAL.-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 sat
isfactory 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 organization if the organization meets 
solvency standards established by the State 
for private health maintenance organiza
tions or is licensed or certified by the State 
as a risk-bearing entity. 

"(ii) Clause (1) shall not apply to an organi
zation if-

"(I) the organization is not responsible for 
the provision (directly or through arrange
ments with providers of services) of inpa
tient hospital services and physicians' serv
ices; 

"(II) the organization is a public entity; 
"(III) the solvency of the organization is 

guaranteed by the State; or 
"(IV) the organization is (or is controlled 

by) one or more federally-qualified health 
centers and meets solvency standards estab
lished by the State for such an organization. 

For purposes of subclause (IV), the term 
'control ' means the possession, whether di
rect or indirect, of the power to direct or 
cause the direction of the management and 
policies of the organization through mem
bership, board representation, or an owner
ship interest equal to or greater than 50.1 
percent." 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to con
tracts entered into or renewed on or after 
October 1, 1998. 

(C) TRANSITION.-In the case of a health 
maintenance organization that as of the date 
of the enactment of this Act has entered into 
a contract with a State for the provision of 
medical assistance under title XIX under 
which the organization assumes full finan
cial risk and is receiving capitation pay
ments, the amendment made by subsection 
(a) shall not apply to such organization until 
3 years after the date of the enactment of 
this Act. 

SEC. 3463. APPLICATION OF PRUDENT 
LAYPERSON STANDARD FOR EMER· 
GENCY MEDICAL CONDITION AND 
PROHIBITION OF GAG RULE RE· 
STRICTIONS. 

Section 1903(m) (42 U.S.C. 1396b(m)) is 
amended by adding at the end the following: 

"(8)(A)(i) Each contract with a health 
maintenance organization under this sub
section shall require the organization-

, '(I) to provide coverage . for emergency 
services (as defined in subparagraph (B)) 
without regard to prior authorization or the 
emergency care provider's contractual rela
tionship with the organization, and 

"(II) to comply with guidelines established 
under section 1852(d)(2) (respecting coordina
tion of post-stabilization care) in the same 
manner as such guidelines apply to 
MedicarePlus plans offered under part C of 
title XVITI. 

"(B) In subparagraph (A)(i)(l), 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 
qualified to furnish such services under this 
title, and 

"(ii) are needed to evaluate or stabilize an 
emergency medical condition (as defined in 
subparagraph (C)). 

"(C) In subparagraph (B)(ii), the term 
'emergency medical condition' means a med
ical condition 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-

"(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 jeopardy, 

"(ii) serious impairment to bodily func
tions, or 

"(iii) serious dysfunction of any bodily 
organ or part. 

"(9)(A) Subject to subparagraphs (B) and 
(C), under a contract under this subsection a 
health maintenance 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 
individual who is a patient of the profes
sional about the health status of the indi
vidual or medical care or treatment for the 
individual's condition or disease, regardless 
of whether benefits for such care or treat
ment are provided under the plan, if the pro
fessional is acting within the lawful scope of 
practice. 

"(B) Subparagraph (A) shall not be con
strued as requiring a health maintenance or
ganization to provide, reimburse for, or pro
vide coverage of a counseling or referral 
service 1f the organization-

" (i) objects to the provision of such service 
on moral or religious grounc;ls; and 

" (ii) in the manner and through the writ
ten instrumentalities such organization 
deems appropriate, makes available informa
tion on its policies regarding such service to 
prospective enrollees before or during enroll
ment and to enrollees within 90 days after 
the date that the organization or plan adopts 
a change in policy regarding such a coun
seling or referral service. 

"(C) Nothing in subparagraph (B) shall be 
construed to affect disclosure requirements 
under State law or under the Employee Re
tirement Income Security Act of 1974. 

"(D) For purposes of this paragraph, the 
term 'heal th care professional' means a phy
sician (as defined in section 186l(r)) or other 
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health care professional if coverage for the 
professional 's services is provided under the 
contract under this subsection for the serv
ices of the professional. Such term includes a 
podiatrist, optometrist, chiropractor, psy
chologist, dentist, physician assistant, phys
ical or occupational therapist and therapy 
assistant, speech-language pathologist, audi
ologist, registered or licensed practical nurse 
(including nurse practitioner, clinical nurse 
specialist, certified registered nurse anes
thetist, and certified nurse-midwife), li
censed certified social worker, registered 
respiratory therapist, and certified res
piratory therapy technician.". 
SEC. 3464. ADDITIONAL FRAUD AND ABUSE PRO· 

TECTIONS IN MANAGED CARE. 
(a) PROTECTION AGAINST MARKETING 

ABUSES.-Section 1903(m) (42 u.s.c. 
1396b(m)), as amended by section 3463, is 
amended-

(1) in paragraph (2)(A)(viii), by inserting 
"and compliance with the requirements of 
parag-raphs (10) and (11)" after "of this sub
section", and 

(2) by adding at the end the following: 
"(lO)(A)(i) A health maintenance organiza

tion with respect to activities under this 
subsection 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. 

"(ii) In the process of reviewing and ap
proving such materials, the State shall pro
vide for consultation with a medical care ad
visory committee. 

"(iii) The State may not enter into or 
renew a contract with a health maintenance 
organization for the provision of services to 
individuals enrolled under the State plan 
under this title if the State determines that 
the entity distributed directly or through 
any agent or independent contractor mar
keting materials in violation of clause (i)(II) . 

"(B) A health maintenance organization 
shall distribute marketing materials to the 
entire service area of such organization. 

"(C) A health maintenance organization, 
or any agency of such organization, may not 
seek to influence an individual's enrollment 
with the organization in conjunction with 
the sale of any other insurance. 

"(D) Each health maintenance organiza
tion shall comply with such procedures and 
conditions as the Secretary prescribes in 
order to ensure that, before an individual is 
enrolled with the organization under this 
title, the individual is provided accurate oral 
and written and sufficient information to 
make an informed decision whether or not to 
enroll. 

"(E) Each health maintenance organiza
tion shall not, directly or indirectly, conduct 
door-to-door, telephonic, or other 'cold call' 
marketing of enrollment under this title.". 

(b) PROHIBITING AFFILIATIONS WITH INDIVID
UALS DEBARRED BY FEDERAL AGENCIES.-Sec
tion 1903(m) (42 U.S.C. 1396b(m)), as amended 
by section 3463 and subsection (a), is further 
amended by adding at the end the following: 

"(ll)(A) A health maintenance organiza
tion may not knowingly-

"(i) have a person described in subpara
graph (C) as a director, officer, partner, or 
person with beneficial ownership of more 
than 5 percent of the organization equity; or 

" (ii) have an employment, consulting, or 
other agreement with a person described in 
such subparagraph for the provision of items 
and services that are significant and mate
rial to the organization's obligations under 
its contract with the State. 

"(B) If a State finds that a health mainte
nance organization is not in compliance with 
clause (i) or (ii) of subparagraph (A), the 
State-

"(i) shall notify the Secretary of such non
compliance; 

"(11) may continue an existing agreement 
with the organization 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 organization unless the Secretary (in 
consultation with the Inspector General of 
the Department of Health and Human Serv
ices) provides to the State and to the Con
gress a written statement describing compel
ling reasons that exist for renewing or ex
tending the agreement. 

"(C) A person is described in this subpara
graph if such person-

"(i) is debarred, suspended, or otherwise 
excluded from participating in procurement 
activities under the Federal acquisition reg
ulation or from participating in nonprocure
ment activities under regulations issued pur
suant to Executive Order 12549; or 

"(ii) is an affiliate (within the meaning of 
the Federal acquisition regulation) of a per
son described in clause (i). ". 

(C) APPLICATION OF STATE CONFLICT-OF-IN
TEREST SAFEGUARDS.- Section 1903(m)(2)(A) 
(42 U.S.C. 1396b(m)(2)(A)), as amended by sec
tion 3461(c), is amended-

(1) by striking "and" at the end of clause 
(Xi), 

(2) by striking the period at the end of 
clause (xii) and inserting "; and", and 

(3) by inserting after clause (xi) the fol
lowing: 

"(xiii) the State has in effect conflict-of
interest safeguards with respect to officers 
and employees of the State with responsibil
ities relating to contracts with such organi
zations and to any default enrollment proc
ess that are at least as effective as the Fed
eral safeguards provided under section 27 of 
the Office of Federal Procurement Policy 
Act (41 U.S.C. 423), against conflicts of inter
est that apply with respect to Federal pro
curement officials with comparable respon
sibilities with respect to such contracts.". 

(d) LIMITATION ON AVAILABILITY OF FFP 
FOR USE OF ENROLLMENT BROKERS.-Section 
1903(b) (42 U.S.C. 1396b(b)), as amended by 
section 3413(b), is amended by adding at the 
end the following: 

"(5) Amounts expended by a State for the 
use an enrollment broker in marketing 
health maintenance organizations and other 
managed care entities to eligible individuals 
under this title shall be considered, for pur
poses of subsection (a)(7), to be necessary for 
the proper and efficient administration of 
the State plan but only if the following con
ditions are met with respect to the broker: 

"(A) The broker is independent of any such 
entity and of any health care providers 
(whether or not any such provider partici
pates in the State plan under this title) that 
provide coverage of services in the same 
State in which the broker is conducting en
rollment activities. 

"(B) No person who is an owner, employee, 
consultant, or has a contract with the broker 
either has any direct or indirect financial in
terest with such an entity or health care pro
vider or has been excluded from participa
tion in the program under this title or title 
XVIII or debarred by any Federal agency, or 
subject to a civil money penalty under this 
Act. " . 

(e) EFFECTIVE DATE.- The amendments 
made by this section shall take effect on 
January 1, 1998. 
SEC. 3465. GRIEVANCES UNDER MANAGED CARE 

PLANS. 
Section 1903(m) (42 U.S.C. 1396b(m)) is 

amended-
(1) in paragraph (2)(A), as amended by sec

tions 3461(c) and 3464(c),-
(A) by striking " and" at the end of clause 

(Xii), 
(B) by striking the period at the end of 

clause (xiii) and inserting "; and'', and 
(C) by inserting after clause (xiii) the fol

lowing new clause: 
"(xiv) such contract provides for compli

ance of the organization with the grievance 
and appeals requirements described in para
graph (3) ."; and 

(2) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3)(A) An eligible organization must pro
vide a meaningful and expedited procedure, 
which includes notice and hearing require
ments, for resolving grievances between the 
organization (including any entity or indi
vidual through which the organization pro
vides health care services) and members en
rolled with the organization under this sub
section. Under the procedure any member 
enrolled with the organization may at any 
time file orally or in writing a complaint to 
resolve grievances between the member and 
the organization before a board of appeals es
tablished under subparagraph (C). 

"(B)(i) The organization must provide, in a 
timely manner, such an enrollee a notice of 
any denial of services in-network or denial of 
payment for out-of-network care or notice of 
termination or reduction of services. 

" (ii) Such notice shall include the fol
lowing: 

"(I) A clear statement of the reason for the 
denial. 

"(II) An explanation of the complaint proc
ess under subparagraph (C) which is avail
able to the enrollee upon request. 

"(III) An explanation of all other appeal 
rights available to all enrollees. 

"(IV) A description of how to obtain sup
porting evidence for this hearing, including 
the patient's medical records from the orga
nization, as well as supporting affidavits 
from the attending health care providers. 

"(C)(i) Each eligible organization shall es
tablish a board of appeals to hear and make 
determinations on complaints by enrollees 
under this subsection concerning denials of 
coverage or payment for services (whether 
in-network or out-of-network) and the med
ical necessity and appropriateness of covered 
i terns and services. 

"(ii) A board of appeals of an eligibie orga
nization shall consist of-

"(I) representatives of the organization, in
cluding physicians, nonphysicians, adminis
trators, and enrollees; 

"(II) consumers who are not enrollees; and 
"(III) providers with expertise in the field 

of medicine which necessitates treatment. 
"(iii) A board of appeals shall hear and re

solve complaints within 30 days after the 
date the complaint is filed with the board. 

"(D) Nothing in this paragraph may be 
construed to replace or supersede any ap
peals mechanism otherwise provided for an 
individual entitled to benefits under this 
title.". 
SEC. 3466. STANDARDS RELATING TO ACCESS TO 

OBSTETRICAL AND GYNECOLOGICAL 
SERVICES UNDER MANAGED CARE 
PLANS. 

(a) IN GENERAL.-Section 1903(m)(2)(A) (42 
U.S.C. 1396b(m)(2)(A)), as amended by sec
tions 3461(c), 3464(c), and 3465(1), is amend
ed-
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(1) by striking "and" at the end of clause 

(xiii), · 
(2) by striking the period at the end of 

clause (xiv) and inserting"; and", and 
(3) by inserting after clause (xiv) the fol

lowing: 
"(xv) the organization complies with the 

requirements of paragraph (12).". 
(b) REQUIREMENTS.-Section 1903(m) (42 

U.S.C. 1396b(m)), as amended by sections 
3463, 3464(a), and 3464(b), is amended by add
ing at the end the following new paragraph: 

"(12)(A) If a health maintenance organiza
tion, under a contract under this subsection, 
requires or provides for an enrollee to des
ignate a participating primary care pro
vider-

"(i) the organization shall permit a female 
enrollee to designate an obstetrician-gyne
cologist who has agreed to be designated as 
such, as the enrollee's primary care provider; 
and 

"(ii) if such an enrollee has not designated 
such a provider as a primary care provider, 
the organization-

"(!) may not require prior authorization by 
the enrollee's primary care provider or oth
erwise for coverage of obstetric and 
gynecologic care provided by a participating 
obstetrician-gynecologist, or a participating 
health care professional practicing in col
laboration with the obstetrician-gyne
cologist and in accordance with State law, to 
the extent such care is otherwise covered, 
and 

"(II) shall treat the ordering of other 
gynecologic care by such a participating 
physician as the prior authorization of the 
primary care provider with respect to such 
care under the contract. 

"(B) Nothing in subparagraph (A)(li)(II) 
shall waive any requirements of coverage re
lating to medical necessity or appropriate
ness with respect to coverage of gynecologic 
care so ordered.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to contracts 
entered into, renewed, or extended on or 
afte~ January 1, 1998. 

CHAPTER3-FEDERALPAYMENTS 
SEC. 3471. REFORMING DISPROPORTIONATE 

SHARE PAYMENTS UNDER STATE 
MEDICAID PROGRAMS. 

(a) DIRECT PAYMENT BY STATE.-Subsection 
(a)(l) of section 1923 (42 U.S.C. 1396r-4) 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 following new 
subparagraph: 

"(C) provides that payment adjustments 
under the plan under this section for services 
furnished by a hospital on or after October 1, 
1997, for individuals entitled to benefits 
under the plan, and enrolled with an entity 
described in section 1903(m), under a primary 
care case management system (described in 
section 1905(t)), or other managed care plan-

"(i) are made directly to the hospital by 
the State, and 

''(11) are not used as part of, and are dis
regarded in determining the amount of, pre
paid capitation paid under the State plan 
with respect to those services." . 

(b) ADJUSTMENT TO STATE DSH ALLOCA
TIONS.-

(1) IN GENERAL.-Subsection (f) of such sec
tion is amended-

(A) in paragraph (2)(A), by inserting "and 
paragraph (5)" after "subparagraph (B)", and 

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

"(5) ADJUSTMENTS IN DSH ALLOTMENTS.
"(A) ALLOTMENT FROZEN FOR STATES WITH 

VERY LOW DSH EXPENDITURES.-In the case of 
a State for which its State 1995 DSH spend
ing did not exceed 1 percent of the total 
amount expenditures made under the State 
plan under this title for medical assistance 
during fiscal year 1995 (as reported by the 
State no later than January 1, 1997, on HCFA 
Form 64), the DSH allotment for each of fis
cal years 1998 through 2002 is equal to its 
State 1995 DSH spending. 

"(B) FULL REDUCTION FOR HIGH DSH 
STATES.-In the case of a State which was 
classified under this subsection as a high 
DSH State for fiscal year 1997, the DSH al
lotment for each of fiscal years 1998 through 
2002 is equal to the State 1995 DSH spending 
reduced by the full reduction percentage (de
scribed in subparagraph (D)) for the fiscal 
year involved. 

"(C) HALF-REDUCTION FOR OTHER STATES.
In the case of a State not described in sub
paragraph (A) or (B), the DSH allotment for 
each of fiscal years 1998 through 2002 is equal 
to the State 1995 DSH spending reduced by 112 
of the full reduction percentage for the fiscal 
year involved. 

"(D) FULL REDUCTION PERCENTAGE.- For 
purposes of this paragraph, the 'full reduc
tion percentage' for-

"(i) fiscal year 1998 is 2 percent, 
"(ii) fiscal year 1999 is 5 percent, 
"(iii) fiscal year 2000 is 20 percent, 
"(iv) fiscal year 2001 is 30 percent, and 
"(v) fiscal year 2002 is 40 percent. 
"(E) DEFINITIONS.- In this paragraph: 
"(i) STATE.-The term 'State' means the 50 

States and the District of Columbia. 
"(ii) STATE 1995 DSH SPENDING.-The term 

'State 1995 DSH spending' means, with re
spect to a State, the total amount of pay
ment adjustments made under subsection (c) 
under the State plan during fiscal year 1995 
as reported by the State no later than Janu
ary 1, 1997, on HCFA Form 64.". 

(2) EFFECTIVE DATE.- The amendments 
made by paragraph (1) shall apply to fiscal 
years beginning with fiscal year 1998. 

(C) TRANSITION RULE.-Effective July 1, 
1997, sec tion 1923(g)(2)(A) of the Social Secu
rity 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 
fiscal year that begins on or after July 1, 
1997, and before July 1, 1999)" were inserted 
in such section after "200 percent". 
SEC. 3472. ADDITIONAL FUNDING FOR STATE 

EMERGENCY HEALTH SERVICES 
FURNISHED TO UNDOCUMENTED 
ALIENS. 

(a) TOTAL AMOUNT AVAILABLE FOR ALLOT
MENT.- There are available for allotments 
under this section for each of the 5 fiscal 
years (beginning with fiscal year 1998) 
$20,000,000 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 allot
ment for each fiscal year beginning with fis
cal year 1998 and ending with fiscal year 2002 
for each of the 12 States with the highest 
number of undocumented 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 allotments 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 fis-

cal 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 
subsequent 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 resi
dent 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 begin
ning 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 emer
gency health services furnished to undocu
mented aliens. 

(d) STATE DEFINED.-For purposes of this 
section, the term "State" includes the Dis
trict of Columbia. 

(e) STATE ENTITLEMENT.- This section con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided under subsection (c). 
Subtitle F-Child Health Assistance Program 

(CHAP) 

SEC. 3501. SHORT TITLE OF SUBTITLE; TABLE OF 
CONTENTS OF SUBTITLE. 

(a) SHORT TITLE OF SUBTITLE.- This sub
title may be cited as the "Child Health As
sistance Program Act of 1997". 

(b) TABLE OF CONTENTS OF SUBTITLE.-The 
table of contents of this subtitle is as fol
lows: 
Sec. 3501. Short title of subtitle; table of 

contents. 
Sec. 3502. Establishment of Child Health As

sistance Program (CHAP). 
"TITLE XXI-CHILD HEALTH 

ASSISTANCE PROGRAM 
"Sec. 2101. Purpose; State child health 

plans. 
"Sec. 2102. Contents of State child 

health plan. 
"Sec. 2103. Allotments. 
"Sec. 2104. Payments to States. 
"Sec. 2105. Process for submission, ap

proval, and amendment of 
State child health plans. 

" Sec. 2106. Strategic objectives and per
formance goals; plan adminis
tration. 

"Sec. 2107. Annual reports; evaluations. 
"Sec. 2108. Definitions. 

Sec. 3503. Optional use of State child health 
assistance funds for enhanced 
medicaid match for expanded 
medicaid eligibility. 

Sec. 3504. Medicaid presumptive eligibility 
for low-income children. 

Sec. 3505. State option of continuation of 
Medicaid eligib111ty for disabled 
children who lose SSI benefits. 

SEC. 3502. ESTABLISHMENT OF CHILD HEALTH 
ASSISTANCE PROGRAM (CHAP). 

The Social Security Act is amended by 
adding at the end the following new title: · 

''TITLE XXI- CHILD HEALTH 
ASSISTANCE 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 
implement plans to initiate and expand the 
provision of child health care assistance to 
uninsured, low-income children in an effec
tive and efficient manner that is coordinated 
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with other sources of coverage for children. 
Such assistance may be provided for obtain
ing creditable health coverage through 
methods specified in the plan, which may in
clude any or all of the following: 

"(1) Providing benefits under the State's 
medicaid plan under title XIX. 

"(2) Obtaining coverage under group health 
plans or group or individual health insurance 
coverage. 

"(3) Direct purchase of services for tar
geted low-income children from providers, 
such as Federally qualified health centers 
and rural health clinics. 

"(4) Other methods specified under the 
plan for the provision of heal-th insurance 
coverage or medical assistance for targeted 
low-income children. 

"(b) STATE CHILD HEALTH PLAN RE
QUIRED.-A State is not eligible for payment 
under section 2104 unless the State has sub
mitted to the Secretary under section 2105 a 
plan that-

"(1) sets forth how the State intends to use 
the funds provided under this title to provide 
child health assistance to needy children 
consistent with the provisions of this title, 
and 

"(2) is approved under section 2105. 
"(c) STATE ENTITLEMENT.-This title con

stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided under section 2104. 

" (d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2104 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2102. CONTENTS OF STATE CHILD HEALTH 

PLAN. 
"(a) GENERAL BACKGROUND AND DESCRIP

TION.- A State child health plan shall in
clude a description, consistent with the re
quirements of this title, of-

" (1) the extent to which, and manner in 
which, children in the State, including tar
geted low-income children and other classes 
of children classified by income and other 
relevant factors, currently have creditable 
health coverage (as defined in section 
2108(c)(2)); 

"(2) current State efforts to provide or ob
tain creditable health coverage for uncov
ered children, including the steps the State 
is taking to identify and enroll all uncovered 
children who are eligible to participate in 
public health insurance programs and health 
insurance programs that involve public-pri
vate partnerships; 

"(3) how the plan is designed to be coordi
nated with such efforts to increase coverage 
of children under creditable health coverage; 
and 

" (4) how the plan will comply with sub
section (c)(5). 

"(b) GENERAL DESCRIPTION OF ELIGIBILITY 
STANDARDS AND METHODOLOGY.-

" (!) ELIGIBILITY STANDARDS.-
"(A) IN GENERAL.-The plan shall include a 

description of the standards used to deter
mine the eligibility of targeted low-income 
children for child health assistance under 
the plan. Such standards may include (to the 
extent consistent with this title) those relat
ing to the geographic areas to be served by 
the plan, age, income and resources (includ
ing any standards relating to spenddowns 
and disposition of resources), residency, dis
ability status, immigration status, 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 
without covering children with a lower fam
ily income, 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, in
cluding a methodology for computing family 
income that is consistent with the method
ology used under section 1902(1)(3)(E). 

"(3) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE PROGRAMS.
The plan shall include a description of proce
dures to be used to ensure-

"(A) through both intake and followup 
screening, that only targeted low-income 
children are furnished child health assist
ance under the State child health plan; 

"(B) that children found through the 
screening to be eligible for medical assist
ance under the State medicaid plan under 
title XIX are enrolled 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; and 

"(D) coordination with other public and 
private programs providing creditable cov
erage for low-income children. 

"(4) NONENTITLEMENT.-Nothing in this 
title shall be construed as providing an indi
vidual with an entitlement to child health 
assistance under a State child health plan. 

" (c) DESCRIPTION OF ASSISTANCE.-
"(!) IN GENERAL.-A State child health plan 

shall include a description of the child 
health assistance provided under the plan for 
targeted low-income children. The child 
health assistance provided to a targeted low
income child under the plan in the form de
scribed in paragraph (2) of section 2101(a) 
shall include benefits (in an amount, dura
tion, and scope specified under the plan) for 
at least the following categories of services: 

"(A) Inpatient and outpatient hospital 
services. 

" (B) Physicians' surgical and medical serv
ices. 

"(C) Laboratory and x-ray services. 
"(D) Well-baby and well-child care, includ

ing age-appropriate immunizations. 
The previous sentence shall not apply to cov
erage under a group health plan if the bene
fits under such coverage for individuals 
under this title are no less than the benefits 
for other individuals similarly covered under 
the plan. 

"(2) ITEMS.-The description shall include 
the following: 

"(A) COST SHARING.-Subject to paragraph 
(3), the amount (if any) of premiums, 
deductibles, coinsurance, and other cost 
sharing imposed. 

" (B) DELIVERY METHOD.-The State's ap
proach to delivery of child health assistance, 
including a general description of-

"(1) the use (or intended use) of different 
delivery methods, which may include the de
livery methods used under the medicaid plan 
under title XIX, fee-for-service, managed 
care arrangements (such as capitated health 
care plans, case management, and case co
ordination), direct provision of health care 
services (such as through community health 
centers and disproportionate share hos
pitals), vouchers, and other delivery meth
ods; and 

"(ii) utilization control systems. 
" (3) LIMITATIONS ON COST SHARING.-
"(A) NO COST SHARING ON PREVENTIVE BENE

FITS.-The plan may not impose deductibles, 

coinsurance, or similar cost sharing with re
spect to benefits for preventive services. 

" (B) SLIDING SCALE.-To the extent prac
ticable, any premiums imposed under the 
plan shall be imposed on a sliding scale re
lated to income and the plan may only vary 
premiums, deductibles, coinsurance, and 
other cost sharing based on the family in
come of targeted low-income children only 
in a manner that does not favor children 
from families with higher income over chil
dren from families with lower income. 

"(4) RESTRICTION ON APPLICATION OF PRE
EXISTING CONDITION EXCLUSIONS.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), the State child health plan shall not per
mit the imposition of any preexisting condi
tion exclusion for covered benefits under the 
plan. 

"(B) GROUP HEALTH PLANS AND GROUP 
HEALTH INSURANCE COVERAGE.-If 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 imposi
tion of a preexisting condition exclusion but 
only insofar as it is permitted under the ap
plicable provisions of part 7 of subtitle B of 
title I of the Employee Retirement Income 
Security Act of 1974 and title XXVII of the 
Public Health Service Act. 

"(5) SPECIAL PROTECTION FOR CHILDREN 
WITH CHRONIC HEALTH CONDITIONS AND SPECIAL 
HEALTH CARE NEEDS.-ln the case of a child 
who has a chronic condition, life-threatening 
condition, or combination of conditions that 
warrants medical specialty care and who is 
eligible for benefits under the plan with re
spect to such care, the State child health 
plan shall assure access to such care, includ
ing the use of a medical specialist as a pri
mary care provider. 

"(6) SECONDARY PAYMENT.- Nothing in this 
section shall be construed as preventing a 
State from denying benefits to an individual 
to the extent such benefits are available to 
the individual under another public or pri
vate health care insurance program. 

"(7) TREATMENT OF CASH PAYMENTS.-Pay
ments in the form of cash or vouchers pro
vided as child health or other assistance 
under the State child health plan to parents, 
guardians or other caretakers of a targeted 
low-income child are not considered income 
for purpose of eligibility for, or benefits pro
vided under, any means-tested Federal or 
Federally-assisted program. 

"(d) OUTREACH AND COORDINATION.-A 
State child health plan shall include a de
scription of the procedures to be used by the 
State to accomplish the following: 

" (1) OUTREACH.-Outreach to families of 
children likely to be eligible for child health 
assistance 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 chil
dren in, such a program. 

"(2) COORDINATION WITH OTHER HEALTH IN
SURANCE PROGRAMS.-Coordination of the ad
ministration of the State program under this 
subtitle with other public and private health 
insurance programs. 
"SEC. 2103. ALLOTMENTS. 

" (a) TOTAL ALLOTMENT.-The total allot-
ment that is available under this title for

"(1) fiscal year 1998 is $2,830,000,000, 
"(2) fiscal year 1999 is $2,830,000,000, 
"(3) fiscal year 2000 is $2,830,000,000, 
"(4) fiscal year 2001 is $2,830,000,000, 
" (5) fiscal year 2002 is $2,830,000,000, and 
"(6) fiscal year 2003 and each succeeding 

fiscal year is $2,850,000,000. 
"(b) ALLOTMENTS TO 50 STATES AND DIS

TRICT OF COLUMBIA.-
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"(1) IN GENERAL.-Subject to paragraphs (4) 

and (5), of the total allotment available 
under subsection (a) for a fiscal year, re
duced by the amount of allotments made 
under subsection (c) for the fiscal year, the 
Secretary 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 un
covered low-income children for the fiscal 
year in the State (as determined under para
graph (2)) 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 UNCOVERED LOW-INCOME 
CHILDREN.-For the purposes of paragraph 
(l)(A)(i), the number of uncovered low-in
come children for a fiscal year in a State is 
equal to the arithmetic average of the num
ber of low-income children (as defined in sec
tion 2108(c)(4)) with no health insurance cov
erage, as reported and defined in the 3 most 
recent March supplements to the Current 
Population Survey of the Bureau of the Cen
sus before the beginning of the fiscal year. 

"(3) ADJUSTMENT FOR GEOGRAPHIC VARI
ATIONS IN HEALTH COSTS.-

"(A) IN GENERAL.-For purposes of para
graph (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 em

ployee for the State for such year (as deter
mined under subparagraph (B)), to 

"(II) the annual average wages per em
ployee 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 em
ployees in the health services industry (SIC 
code 8000), as reported by the Bureau of 
Labor Statistics of the Department of Labor 
for each of the for the most recent 3 years 
before the beginning of the fiscal year in
volved. 

"(4) FLOOR FOR STATES.-Subject to para
graph (5), in no case shall the amount of the 
allotment 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 application 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 decreased 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. 

"(5) OFFSET FO:r;t EXPENDITURES UNDER MED
ICAID PRESUMPTIVE ELIGIBILITY.-The amount 
of the allotment otherwise provided to a 
State under this subsection for a fiscal year 
shall be reduced by the amount of the pay
ments made to the State under section 
1903(a) for calendar quarters during such fis
cal year that are attributable to provision of 
medical assistance to a child during a pre
sumptive eligibility period under section 
1920A. 

"(c) ALLOTMENTS TO TERRITORIES.-
"(!) IN GENERAL.-Subject to paragraph (3), 

of the total allotment under subsection (a) 

for a fiscal year, the Secretary shall allot 0.5 
percent among each of the commonwealths 
and territories described in paragraph (4) in 
the same proportion as the percentage speci
fied in paragraph (2) for such commonwealth 
or territory bears to the sum of such per
centages for all such commonwealths or ter
ritories so described. 

"(2) PERCENTAGE.-The percentage speci-
fied 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 

percent. 
"(3) FLOOR.-ln no case shall the amount of 

the allotment to a commonwealth or terri
tory under paragraph (1) for a fiscal year be 
less than $100,000. To the extent that the ap
plication of the previous sentence results in 
an increase in the allotment to a common
wealth or territory above the amount other
wise provided, the allotments for the other 
commonwealths and territories under this 
subsection for the fiscal year shall be de
creased (but not below $100,000) in a pro rata 
manner so that the total of such allotments 
does not exceed the total amount otherwise 
provided for allotment under paragraph (1). 

''(4) COMMONWEALTHS AND TERRITORIES.-A 
commonwealth or territory described in this 
paragraph is any of the following 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) ADJUSTMENT FOR STATES USING EN

HANCED MEDICAID MATCH.- ln the case of a 
State that elects the increased medicaid 
matching option under section 1905(t), the 
amount of the State's allotment under this 
section shall be reduced by the amount of ad
ditional payment made under section 1903 
that is attributable to the increase in the 
Federal medical assistance percentage ef
fected under such option. 

"(e) 3-YEAR AVAILABILITY OF AMOUNTS AL
LOT'"rED.- Amounts allotted to a State pursu
ant to this section for a fiscal year shall re
main available for expenditure by the State 
through the end of the second succeeding fis
cal year. 
"SEC. 2104. PAYMENTS TO STATES. 

"(a) IN GENERAL.-Subject to the suc
ceeding provisions of this section, the Sec
retary shall pay to each State with a pro
gram approved under this title, from its al
lotment under section 2103 (as may be ad
justed under section 2103(d)), an amount for 
each quarter up to 80 percent of expenditures 
under that program in the quarter for-

"(1) child health assistance for targeted 
low-income children; 

"(2) h ealth services initiatives for improv
ing the health of children (including tar
geted low-income children and other low-in
come children); 

"(3) expenditures for outreach activities as 
provided in section 2102(d)(l); and 

"(4) other reasonable costs incurred by the 
State to administer the plan. 

"(b) LIMITATION ON CERTAIN PAYMENTS FOR 
CERTAIN EXPENDITURES.-

"(!) IN GENERAL.-Funds provided to a 
State under this title shall only be used to 
carry out the purposes of this title. 

"(2) LIMITATION ON EXPENDITURES NOT USED 
FOR ASSISTANCE.-Payment shall not be made 
under subsection (a) for expenditures for 
items described in paragraphs (2), (3), or (4) 

of subsection to the extent the total of such 
expenditures exceeds 15 percent of total ex
penditures under the plan for the period in
volved (including any in such total addi
tional Federal medical assistance payments 
under section 1903(a)(l) that are attributable 
to an enhanced State medicaid match under 
section 1905(t)). 

"(3) PURCHASE OF FAMILY COVERAGE.-The 
Secretary shall establish rules regarding the 
extent to which payment may be made under 
subsection (a)(l) for the purchase of family 
coverage under a group health plan or health 
insurance coverage that includes coverage of 
targeted low-income children. Under such 
rules such payment may be permitted, not
withstanding that a portion may be consid
ered attributable to purchase of coverage for 
other family members, if the State dem
onstrates that purchase of such coverage is 
cost effective relative to the amounts that 
the State would have paid to obtain com
parable coverage only of the targeted low-in
come children involved. In making such de
termination, there shall be taken into ac
count the costs of providing coverage for 
medical assistance for children with similar 
actuarial characteristics under section 
1902(1). . 

"(4) DENIAL OF PAYMENT FOR REDUCTION OF 
MEDICAID ELIGIBILITY STANDARDS.-No pay
ment may be made under subsection (a) with 
respect to child health assistance provided 
under a State child health plan to a targeted 
low-income child if the child would be eligi
ble for medical assistance under the State 
plan under title XIX (as such plan was in ef
fect as of June 1, 1997) but for a change in the 
income or assets standards or methodology 
under such plan effected after such date. 

"(5) DISALLOWANCES FOR EXCLUDED PRO
VIDERS.-

" (A) IN GENERAL.-Payment shall not be 
made to a State under subsection (a) for ex
penditures for items and services furnished-

"(i) by a provider who was excluded from 
participation under title V, XVIII, or XX or 
under this title pursuant to section 1128, 
1128A, 1156, or 1842(j)(2), or 

"(ii) under the medical direction or on the 
prescription of a physician who was so ex
cluded, if the provider of the services knew 
or had reason to know of the exclusion. 

" (B) EXCEPTION FOR EMERGENCY SERVICES.
Subparagraph (A) shall not apply to emer
gency items or services, not including hos
pital emergency room services. 

"(6) USE OF NON-FEDERAL FUNDS FOR STATE 
MATCHING REQUIREMENT.-Amounts provided 
by the Federal Government, or services as
sisted or subsidized to any significant extent 
by the Federal Government, may not be in
cluded in determining the amount of non
Federal contributions required under sub
section (a). 

"(7) TREATMENT OF THIRD PARTY LIABIL
ITY.-No payment shall be made to a State 
under this section for expenditures for child 
heal th assistance provided for a targeted 
low-income child under its plan to the extent 
that a private insurer (as defined by the Sec
retary by regulation and including a group 
health plan (as defined in section 607(1) of 
the Employee Retirement Income Security 
Act of 1974), a service benefit plan, and a 
health maintenance organization) would 
have been obligated to provide such assist
ance but for a provision of its insurance con
tract which has the effect of limiting or ex
cluding such obligation because the indi
vidual is eligible for or is provided child 
health assistance under the plan. 

"(8) SECONDARY PAYER PROVISIONS.- Except 
as otherwise provided by law, no payment 
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shall be made to a State under this section 
for expenditures for child health assistance 
provided for a targeted low-income child 
under its plan to the extent that payment 
bas been made or can reasonably be expected 
to be made promptly (as determined in ac
cordance with regulations) under any other 
federally operated or financed health care in
surance program, other than an insurance 
program operated or financed by the Indian 
Health Service, as identified by the Sec
retary. For purposes of this paragraph, rules 
similar to the rules for overpayments under 
section 1903(d)(2) shall apply. 

" (9) LIMITATION ON PAYMENT FOR ABOR
TIONS.-

"(A) IN GENERAL.-Payment shall not be 
made to a State under this section for any 
amount expended under the State plan to 
pay for any abortion or to assist in the pur
chase, in whole or in part, of health benefit 
coverage that includes coverage of abortion. 

" (B) EXCEPTION.-Subparagrapb (A) shall 
not apply to an abortion-

" Ci) if the pregnancy is the result of an act 
of rape or incest, or 

" (ii) in the case where a woman suffers 
from a physical disorder, illness, or injury 
that would, as certified by a physician, place 
the woman in danger of death unless an 
abortion is performed. 

" (c) ADVANCE PAYMENT; RETROSPECTIVE 
ADJUSTMENT.-Tbe Secretary may make pay
ments under this section for each quarter on 
the basis of advance estimates of expendi
tures submitted by the State and other in
vestigation the Secretary may find nec
essary, and may reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2105. PROCESS FOR SUBMISSION, AP-

PROVAL, AND AMENDMENT OF 
STATE CHILD HEALTH PLANS. 

" (a) INITIAL PLAN.-
"(l) IN GENERAL.- As a condition of receiv

ing funding under section 2104, 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 submitted under paragraph (1)-

"(A) shall be approved for purposes of this 
title, and 

" (B) shall be effective beginning with a 
calendar quarter that is specified in the plan, 
but in no case earlier than the first calendar 
quarter that begins at least 60 days after the 
date the plan is submitted. 

"(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 
amendment. 

" (2) APPROVAL.- except as the secretary 
may provide under subsection (e), an amend
ment to a state plan submitted under para
graph (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 suc

ceeding provisions of this paragraph, an 
amendment to a State plan shall take effect 
on one or more effective dates specified in 
the amendment. 

" (B) AMENDMENTS RELATING TO ELIGIBILITY 
OR BENEFITS.-

"(i) NOTICE REQUIREMENT.- Any plan 
amendment that eliminates or restricts eli
gibility or benefits under the plan may not 
take effect unless the State certifies that it 

has provided prior or contemporaneous pub
lic notice of the change, in a form and man
ner provided under applicable State law. 

" (ii) TIMELY TRANSMITTAL.- Any plan 
amendment that eliminates or restricts eli
gibility or benefits under the plan shall not 
be effective for longer than a 60-day period 
unless the amendment has been transmitted 
to the Secretary before the end of such pe
riod. 

" (C) 0'l'HER AMENDMENTS.-Any plan 
amendment that is not described in subpara
graph (C) 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 period on which it becomes effective) 
unless the amendment bas been transmitted 
to the Secretary. 

" (c) DISAPPROVAL OF PLANS AND PLAN 
AMENDMENTS.-

" (!) PROMPT REVIEW OF PLAN SUBMITTALS.
Tbe Secretary shall promptly review State 
plans and plan amendments submitted under 
this section to determine if they substan
tially comply with the requirements of this 
title. 

"(2) 90-DAY APPROVAL DEADLINES.- A State 
plan or plan amendment is considered ap
proved unless the Secretary notifies the 
State in writing, within 90 days after receipt 
of the plan or amendment, that the plan or 
amendment is disapproved (and the reasons 
for disapproval) or that specified additional 
information is needed. 

" (3) CORRECTION.-In the case of a dis
approval of a plan or plan amendment, the 
Secretary shall provide a State with a rea
sonable opportunity for correction before 
taking financial sanctions against the State 
on the basis of such disapproval. 

" (d) PROGRAM OPERATION.-
" (!) IN GENERAL.-The State shall conduct 

the program in accordance with the plan 
(and any amendments) approved under sub
section (c) and with the requirements of this 
title. 

"(2) VIOLATIONS.-The Secretary shall es
tablish 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 re
quirements. In the case of an enforcement 
action against a State under this paragraph, 
the Secretary shall provide a State with a 
reasonable 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 ef
fect unless and until the State amends the 
plan under subsection (b) or the Secretary 
finds substantial noncompliance of the plan 
with the requirements of this title under sec
tion subsection (d)(2). 
"SEC. 2106. STRATEGIC OBJECTIVES AND PER

FORMANCE GOALS; PLAN ADMINIS
TRATION. 

" (a) STRATEGIC OBJECTIVES AND PERFORM
ANCE GOALS.-

" (l) DESCRIP'I'ION.- A State child health 
plan shall include a description of

" (A) the strategic objectives, 
" (B) the performance goals, and 
" (C) the performance measures, 

the State has established for providing child 
health assistance to targeted low-income 
children under the plan and otherwise for 
maximizing health coverage for other low-in
come children and children generally in the 
State. 

" (2) STRATEGIC OBJECTIVES.- Such plan 
shall identify specific strategic objectives re
lating to increasing the extent of creditable 
health coverage among targeted low-income 
children and other low-income children. 

" (3) PERFORMANCE GOALS.- Sucb plan shall 
specify one or more performance goals for 
each such strategic objective so identified. 

" (4) PERFORMANCE MEASURES.-Such plan 
shall describe how performance under the 
plan will be-

" (A) measured through objective, inde
pendently verifiable means, and 

" (B) compared against performance goals, 
in order to determine the State 's perform
ance under this title. 

" (b) RECORDS, REPORTS, AUDITS, AND EVAL
UATION.-

" (l) DATA COLLECTION, RECORDS, AND RE
PORTS.- A State child health plan shall in
clude an assurance that the State will col
lect the data, maintain the records, and fur
nish the reports 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 admin
istration and compliance and to evaluate and 
compare the effectiveness of State plans 
under this title. 

"(2) STATE ASSESSMEN'l' AND STUDY.- A 
State child health plan shall include a de
scription of the State's plan for the annual 
assessments and reports under section 2107(a) 
and the evaluation required by section 
2107(b). 

"(3) AUDl'I'S.-A State child health plan 
shall include an assurance that the State 
will afford the Secretary access to any 
records or information relating to the plan 
for the purposes of review or audit. 

" (c) PROGRAM DEVELOPMENT PaOCESS.- A 
State child health plan shall include a de
scription of the process used to involve the 
public in the design and implementation of 
the plan and the method for ensuring ongo
ing public involvement. 

" (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 details on the planned use of funds 
and the sources of the non-Federal share of 
plan expenditures, including any require
ments for cost sharing by beneficiaries. 

"(e) APPLICATION OF CERTAIN GENERAL 
PROVISIONS.-The following sections in part 
A of title XI shall apply to States under this 
title in the same manner as they applied to 
a State under title XIX: 

" (1) Section llOl(a)(l) (relating to defini
tion of State). 

" (2) Section 1116 (relating to administra
tive and judicial review), but only insofar as 
consistent with the provisions of part B. 

"(3) Section 1124 (relating to disclosure of 
ownership and related information). 

" (4) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals). 

" (5) Section 1128B(d) (relating to criminal 
penalties for certain additional charges). 

" (6) Section 1132 (relating to periods within 
which claims must be filed). 
"SEC. 2107. ANNUAL REPORTS; EVALUATIONS. 

" (a) ANNUAL REPORT.- Tbe State sball
" (1) assess the operation of the State plan 

under this title in each fiscal year, including 
the progress made in reducing the number of 
uncovered low-income children; and 

" (2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

" (b) STATE EVALUATIONS.-
" (!) IN GENERAL.- By March 31, 2000, each 

State that has a State child health plan 
shall submit to the Secretary an evaluation 
that includes each of the following: 

" (A) An assessment of the effectiveness of 
the State plan in increasing the number of 
children with creditable health coverage.; 
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"(B) A description and analysis of the ef

fectiveness of elements of the State plan, in
cluding-

"(i) the characteristics of the children and 
families assisted under the State plan in
cluding age of the children, family income, 
and the assisted 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 pro
vided including the types of benefits pro
vided, 

"(iii) the amount and level (payment of 
part or all of the premium) of assistance pro
vided 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 insurance 

plans 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 afford
able quality individual and family health in
surance for children; 

"(D) a review and assessment of State ac
tivities to coordinate the plan under this 
title with other public and private programs 
providing health care and health care financ
ing, including Medicaid and maternal and 
child health services; 

"(E) an analysis of changes and trends in 
the State that affect the provision of acces
sible, affordable, quality health insurance 
and health care to children; 

"(F) a description of any plans the State 
has for improving the availability of health 
insurance and health care for children; 

"(G) recommendations for improving the 
program under this title; and 

"(H) any other matters the State and the 
Secretary consider appropriate. 

"(2) REPORT OF THE SECRETARY.-The Sec
retary shall submit to the Congress and 
make available to the public by December 31, 
2000, a report based on the evaluations sub
mitted by States under paragraph (1), con
taining any conclusions and recommenda
tions the Secretary considers appropriate. 
"SEC. 2108. DEFINITIONS. 

"(a) CHILD HEALTH ASSISTANCE.-For pur
poses of this title, the term 'child health as
sistance' means payment of part or all of the 
cost of any of the following, or assistance in 
the purchase, in whole or in part, of health 
benefit coverage that includes any of the fol
lowing, for targeted low-income children (as 
defined in subsection (b)) 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 cen

ter services) and other ambulatory health 
care services. 

" (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, euthanasia, 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, in

cluding services furnished in a State-oper
ated mental hospital and including residen-

tial or other 24-hour therapeutically planned 
structured services. 

"(11) Outpatient mental health services, 
including services furnished in a State-oper
ated mental hospital and including commu
nity-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 de
vices). 

"(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, assist
ance with activities of daily living, chore 
services, day care services, respite care serv
ices, training for family members, and minor 
modifications to the home). 

"(15) Nursing care services (such as nurse 
practitioner services, nurse midwife services, 
advanced practice nurse services, private 
duty nursing care, pediatric nurse services, 
and respiratory 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 
result of an act of rape or incest. 

"(17) Dental services. 
"(18) Inpatient substance abuse treatment 

services and residential substance abuse 
treatment services. 

" (19) Outpatient substance abuse treat-
ment services. 

"(20) Case management services. 
"(21) Care coordination services. 
"(22) Physical therapy, occupational ther

apy, and services for individuals with speech, 
hearing, and language disorders. 

"(23) Hospice care . 
"(24) Any other medical, diagnostic, 

screening, preventive, restorative, remedial, 
therapeutic, or rehabilitative services 
(whether in a facility, home, school, or other 
setting) if recognized by State law and only 
if the service is-

" (A) prescribed by or furnished by a physi
cian or other licensed or registered practi
tioner within the scope of practice as defined 
by State law, 

"(B) performed under the general super
vision or at the direction of a physician, or 

"(C) furnished by a health care facility 
that is operated by a State or local govern
ment or is licensed under State law and oper
ating within the scope of the license. 

"(25) Premiums for private health care in
surance coverage. 

"(26) Medical transportation. 
"(27) Enabling services (such as transpor

tation, translation, and outreach services) 
only if designed to increase the accessibility 
of primary and preventive health care serv
ices for eligible low-income individuals. 

"(28) Any other health care services or 
items specified by the Secretary and not ex
cluded under this section. 

"(b) TARGETED LOW-INCOME CHILD DE
FINED.- For purposes of this title-

" (1) IN GENERAL.-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) whose family income (as determined 
under the State child health plan)-

" (i) exceeds the medicaid applicable in
come level (as defined in paragraph (2) and 
expressed as a percentage of the poverty 
line), but 

" (ii) but does not exceed an income level 
that is 75 percentage points higher (as so ex
pressed) than the medicaid applicable in-

come level, or, if higher, 133 percent of the 
poverty line for a family of the size Involved; 
and 

"(C) who is not found to be eligible for 
medical assistance under title XIX or cov
ered under a group health plan or under 
health insurance coverage (as such terms are 
defined in section 2791 of the Public Health 
Service Act). 
Such term does not include a child who is an 
inmate of a public institution. 

" (2) MEDICAID APPLICABLE INCOME LEVEL.
The term 'medicaid applicable income level' 
means, with respect to a child, the effective 
income 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 assist
ance under section 1902(1)(2) for the age of 
such child. In applying the previous sentence 
in the case of a child described in section 
1902(1)(2)(D), such level shall be applied tak
ing into account the expanded coverage ef
fected among such children under such sec
tion with the passage of time. 

"(c) ADDITIONAL DEFINITIONS.-For pur
poses of this title: 

"(l) CHILD.-The term 'child' means an in
dividual under 19 years of age. 

" (2) CREDITABLE HEALTH COVERAGE.- The 
term 'creditable health coverage' has the 
meaning given the term 'creditable coverage' 
under section 2701(c) of the Public Health 
Service Act (42 U.S.C. 300gg(c)) and includes 
coverage (including the direct provision of 
services) provided to a targeted low-income 
child under this title. 

"(3) GROUP HEALTH PLAN; HEALTH INSUR
ANCE COVERAGE; ETC.-The terms 'group 
health plan', 'group health insurance cov
erage', 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 
below 300 percent of the poverty line for a 
family of the size involved. 

"(5) POVERTY LINE DEFINED.-The term 
'poverty 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 revision required by such sec
tion. 

" (6) PREEXISTING CONDITION EXCLUSION.
The term 'preexisting condition exclusion' 
has the meaning given such term in section 
2701(b)(l)(A) of the Public Health Service Act 
(42 U.S.C. 300gg(b)(l)(A)). 

"(7) STATE CHILD HEALTH PLAN; PLAN.-Un
less the context otherwise requires, the 
terms 'State child health plan' and 'plan' 
mean a State child health plan approved 
under section 2105. 

"(8) UNCOVERED CHILD.- The term 'uncov
ered child' means a child that does not have 
creditable health coverage.". 

(b) CONFORMING AMENDMENTS.-
(1) DEFINITION OF STATE.- Section llOl(a)(l) 

is amended- • 
(A) by striking "and XIX" and inserting 

"XIX, and XXI", and 
(B) by striking " title XIX" and inserting 

"titles XIX and XXI". 
SEC. 3503. OPTIONAL USE OF STATE CHILD 

HEALTH ASSISTANCE FUNDS FOR 
ENHANCED MEDICAID MATCH FOR 
EXPANDED MEDICAID ELIGIBILITY. 

(a) INCREASED FMAP FOR MEDICAL ASSIST
ANCE FOR EXPANDED COVERAGE OF TARGETED 
LOW-INCOME CHILDREN.- Section 1905 of the 
Social Security Act (42 U.S.C. 1396d) is 
amended-
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(1) in subsection (b), by adding at the end 

the following new sentence: " Notwith
standing the first sentence of this sub
section, in the case of a State plan that 
meets the condition described in subsection 
(t)(l), with respect to expenditures for med
ical assistance for optional targeted low-in
come children described in subsection (t)(2), 
the Federal medical assistance percentage is 
equal to the enhanced medical assistance 
percentage described in subsection (t)(3). "; 
and 

(2) by adding at the end the following new 
subsection: 

"(t)(l) The conditions described in this 
paragTaph for a State plan are as follows: 

"(A) The plan is not applying income and 
resource standards and methodologies for 
the purpose of determining eligibility of in
dividuals under section 1902(1) that are more 
restrictive than those applied as of June 1, 
1997, for the purpose of determining eligi
bility of individuals under such section. 

"(B) The plan provides for such reporting 
of information about expenditures and pay
ments attributable to the operation of this 
subsection as the Secretary deems necessary 
in order to carry out sections 2103(d) and 
2104(b )(2). 

"(C) The amount of the increased pay
ments under section 1903(a) resulting from 
the application of this subsection does not 
exceed the total amount of any allotment 
not otherwise expended by the State under 
section 2103 for the period involved. 

"(2) For purposes of subsection (b), the 
term 'optional targeted low-income child' 
means a targeted low-income child described 
in section 2108(b)(l) who would not qualify 
for medical assistance under the State plan 
under this title based on such plan as in ef
fect on June 1, 1997 (taking into account the 
process of individuals aging into eligibility 
under section 1902(1)(2)(D)). 

"(3) The enhanced medical assistance per
centage described in this paragraph for a 
State is equal to the Federal medical assist
ance percentage (as defined in the first sen
tence of subsection (b)) for the State in
creased by a number of percentage points 
equal to 30 percent of the number of percent
age points by which (A) such Federal medical 
assistance percentage for the State, is less 
than (B) 100 percent. 

"(4) Notwithstanding any other provision 
of this title, a State plan under this title 
may impose a limit on the number of op
tional targeted low-income children de
scribed in paragraph (2).". 

(b) EFFECTIVE DATE.-The amendments 
made by this section shall apply to medical 
assistance for items and services furnished 
on or after October 1, 1997. 
SEC. 3504. MEDICAID PRESUMPTIVE ELIGIBILITY 

FOR LOW-INCOME CHILDREN. 
(a) IN GENERAL.-Title XIX of the Social 

Security 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 prov:kle for making 
medical assistance with respect to health 
care i terns and services covered under the 
State plan available to a child during a pre
sumptive eligibility period. 

"(b) For purposes of this section: 
"(1) The term 'child' means an individual 

under 19 years of age. 
"(2) The term 'presumptive eligibility pe

riod' means, with respect to a child, the pe
riod tha~ 

"(A) begins with the date on which a quali
fied entity determines, on the basis of pre
liminary information, that the family in-

come of the child does not exceed the appli
cable income level of eligibility under the 
State plan, and 

"(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 

"(11) in the case of a child on whose behalf 
an application is not filed by the last day of 
the month following the month during which 
the entity makes the determination referred 
to in subparagraph (A), such last day. 

"(3)(A) Subject to subparagraph (B), the 
term 'qualified entity' means any entity 
tha~ 

"(i)(I) is eligible for payments under a 
State plan approved under this title and pro
vides items and services described in sub
section (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 finan
cial assistance is provided 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 assistance under 
the special supplemental nutrition program 
for women, infants, and children (WIC) 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 
further limiting those entities that may be
come qualified entities in order to prevent 
fraud and abuse and for other reasons. 

"(C) Nothing in this section shall be con
strued as preventing a State from limiting 
the classes ·of entities that may become 
qualified entities, consistent with any limi
tations imposed under subparagraph (B). 

"(c)(l) The State agency shall provide 
qualified entities with-

"(A) such forms as are neces·sary for an ap
plication to be made on behalf of a child for 
medical assistance under the State plan, and 

"(B) information on how to assist parents, 
guardians, and other persons in completing 
and filing such forms. 

"(2) A qualified entity that determines 
under subsection (b)(l)(A) that a child is pre
sumptively eligible for medical assistance 
under a State plan shall-

"(A) notify the State agency of the deter
mination 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 deter
mination is made. 

"(3) In the case of a child who is deter
mined by a qualified entity to be presump
tively 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 during which the 
determination is made, which application 
may be the application used for the receipt 
of medical assistance by individuals de
scribed in section 1902(1)(1). 

"(d) Notwithstanding any other provision 
of this title, medical assistance for items 
and services described in subsection (a) 
that-

"(1) are furnished to a child-

"(A) during a presumptive eligibility pe
riod, 

"(B) by a entity that is eligible for pay
ments under the State plan; and 

"(2) are included in the care and services 
covered by a State plan; 
shall be treated as medical assistance pro
vided by such plan for purposes of section 
1903.''. 

(b) CONFORMING AMENDMENTS.-(1) Section 
1902(a)(47) of such Act (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 described in subsection (a) of section 
1920A available to children during a pre
sumptive eligibility period in accordance 
with such section". 

(2) Section 1903(u)(l)(D)(v) of such Act (42 
U.S.C. 1396b(u)(l)(D)(v)) of such Act is 
amended by inserting before the period at 
the end the following: "or for items and serv
ices described in subsection (a) of section 
1920A provided to a child during a presump
tive 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. 3505. STATE OPTION OF CONTINUATION OF 

MEDICAID ELIGIBILITY FOR DIS
ABLED CHILDREN WHO LOSE SSI 
BENEFITS. 

Section 1902(a)(10)(A)(ii) ( 42 U.S.C. 
1396a(a)(10)(A)(ii)) is amended-

(1) by striking " or" at the end of subclause 
(XI), . 

(2) by striking "or" at the end of subclause 
(XII), and 

(3) by adding at the end the following: 
"(XIII) with respect to whom supplemental 

security income benefits were being paid 
under title XVI as of the date of the enact
ment of section 21l(a) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (P.L. 104-193)) and 
would continue to be paid but for the enact
ment of that section;". 

TITLE IV-COMMITTEE ON COMMERCE
MEDICARE 

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 pro
vided, whenever 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 considered to be made to 
that section or other provision of the Social 
Security Act. 

(b) REFERENCES TO OBRA.-In this title, 
the terms "OBRA-1986", "OBRA-1987", 
"OBRA-1989", " OBRA-1990'', and "OBRA-
1993" refer to the Omnibus Budget Reconcili
ation Act of 1986 (Public Law 99-509), the 
Omnibus Budget Reconciliation Act of 1987 
(Public Law 100-203), the Omnibus Budget 
Reconciliation Act of 1989 (Public Law 101-
239), the Omnibus Budget Reconciliation 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-MedicarePlus Program 
CHAPTER 1- MEDICAREPLUS PROGRAM 

SUBCHAPTER A-MEDICAREPLUS PROGRAM 
Sec. 4001. Establishment of MedicarePlus 

program. 
" PART C-MEDICAREPLUS PROGRAM 

" Sec. 1851. Eligibility, election, and en
rollment. 
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"Sec. 1852. Benefits and beneficiary pro

tections. 
"Sec. 1853. Payments to MedicarePlus 

organizations. 
"Sec. 1854. Premiums. 
"Sec. 1855. Organizational and financial 

requirements for MedicarePlus 
organizations; provider-spon
sored organizations. 

" Sec. 1856. Establishment of standards. 
"Sec. 1857. Contracts with MedicarePlus 

organizations. 
"Sec. 1859. Definitions; miscellaneous 

provisions. 
Sec. 4002. Transitional rules for current 

medicare HMO program. 
Sec. 4003. Conforming changes in medigap 

program. 
SUBCHAPTER B-SPECIAL RULES FOR 

MEDICAREPLUS MEDICAL SAVINGS ACCOUNTS 

Sec. 4006. MedicarePlus MSA. 
SUBCHAPTER 0-GME, IME, AND DSH PAYMENTS 

FOR MANAGED CARE ENROLLEES 

Sec. 4008. Graduate medical education and 
indirect medical education pay
ments for managed care enroll
ees. 

Sec. 4009. Disproportionate share hospital 
payments for managed care en
rollees. 

CHAPTER 2- INTEGRATED LONG-TERM CARE 
PROGRAMS 

SUBCHAPTER A-PROGRAMS OF ALL-INCLUSIVE 
CARE FOR THE ELDERLY (PACE) 

Sec. 4011. Reference to coverage of PACE 
under the medicare program. 

Sec. 4012. Reference to establishment of 
PACE program as medicaid 
State option. 

SUBCHAPTER B-SOCIAL HEALTH MAINTENANCE 
ORGANIZATIONS (SHMOS) 

Sec. 4015. Social health maintenance organi
zations (SHMOs). 

SUBCHAPTER C-OTHER PROGRAMS 

Sec. 4018. Orderly transition of municipal 
health service demonstration 
projects. 

Sec. 4019. Extension of certain medicare 
community nursing organiza
tion demonstration projects. 

CHAPTER 3-MEDICARE PAYMENT ADVISORY 
COMMISSION 

Sec. 4021. Medicare Payment Advisory Com
mission. 

CHAPTER 4-MEDIGAP PROTECTIONS 

Sec. 4031. Medigap protections. 
Sec. 4032. Medicare prepaid competitive 

pricing demonstration project. 
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 screening tests. 
Sec. 4106. Standardization of medicare cov

erage of bone mass measure
ments. 

Sec. 4107. Vaccines outreach expansion. 
Sec. 4108. Study on preventive benefits. 

Subtitle C- Rural Initiatives 
Sec. 4206. Informatics, telemedicine, and 

education demonstration 
project. 

Subtitle D-Anti-Fraud and Abuse 
Provisions 

Sec. 4301. Permanent exclusion for those 
convicted of 3 health care re
lated crimes. 

Sec. 4302. Authority to refuse to enter into 
medicare agreements with indi
viduals or entities convicted of 
felonies. 

Sec. 4303. Inclusion of toll-free number to 
report medicare waste, fraud, 
and abuse in explanation of 
benefits forms. 

Sec. 4304. Liability of medicare carriers and 
fiscal intermediaries for claims 
submitted by excluded pro
viders. 

Sec. 4305. Exclusion of entity controlled by 
family member of a sanctioned 
individual. 

Sec. 4306. Imposition of civil money pen
alties. 

Sec. 4307. Disclosure of information and sur
ety bonds. 

Sec. 4308. Provision of certain identification 
numbers. 

Sec. 4309. Advisory opinions regarding cer
tain physician self-referral pro
visions. 

Sec. 4310. Nondiscrimination in post-hos
pi tal referral to home heal th 
agencies. 

Sec. 4311. Other fraud and abuse related pro
visions. 

Subtitle E- Prospective Payment Systems 
CHAPTER 2-PA YMENT UNDER PART B 

SUBCHAPTER A-PAYMENT FOR HOSPITAL 
OUTPATIENT DEPARTMENT SERVICES 

Sec. 4411. Elimination of formula-driven 
overpayments (FDO) for certain 
outpatient hospital services. 

Sec. 4412. Extension of reductions in pay
ments for costs of hospital out
patient services. 

Sec. 4413. Prospective payment system for 
hospital outpatient department 
services. 

SUBCHAPTER B-REHABILITATION SERVICES 

Sec. 4421. Rehabilitation agencies and serv
ices. 

Sec. 4422. Comprehensive outpatient reha
bilitation facilities (corD. 

SUBCHAPTER C-AMBULANCE SERVICES 

Sec. 4431. Payments for ambulance services. 
Sec. 4432. Demonstration of coverage of am

bulance services under medi
care through contracts with 
units of local government. 

CHAPTER 3-PAYMENT UNDER PARTS A AND B 

Sec. 4441. Prospective payment for home 
health services. 

Subtitle G-Provisions Relating to Part B 
Only 

CHAPTER !-PHYSICIANS' SERVICES 

Sec. 4601. Establishment of single conver
sion factor for 1998. 

Sec. 4602. Establishing update to conversion 
factor to match spending under 
sustainable growth rate . 

Sec. 4603. Replacement of volume perform
ance standard with sustainable 
growth rate. 

Sec. 4604. Payment rules for anesthesia serv
ices. 

Sec. 4605. Implementation of resource-based 
physician practice expense. 

Sec. 4606. Dissemination of information on 
high per admission relative val
ues for in-hospital physicians' 
services. 

Sec. 4607. No X-ray required for chiropractic 
services . 

Sec. 4608. Temporary coverage restoration 
for portable electrocardiogram 
transportation. 

CHAPTER 2-0THER PAYMENT PROVISIONS 

Sec. 4611. Payments for durable medical 
equipment. 

Sec. 4612. Oxygen and oxygen equipment. 
Sec. 4613. Reduction in updates to payment 

amounts for clinical diagnostic 
laboratory tests. 
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Sec. 4614. Simplification in administration 

of laboratory services benefit. 
Sec. 4615. Updates for ambulatory surgical 

services. 
Sec. 4616. Reimbursement for drugs and 

biologicals. 
Sec. 4617. Coverage of oral anti-nausea drugs 

under · chemotherapeutic regi
men. 

Sec. 4618. Rural health clinic services. 
Sec. 4619. Increased medicare reimburse

ment for nurse practitioners 
and clinical nurse specialists. 

Sec. 4620. Increased medicare reimburse
ment for physician assistants. 

Sec. 4621. Renal dialysis-related services. 
Sec. 4622. Payment for cochlear implants as 

customized durable medical 
equipment. 

CHAPTER 3-PART B PREMIUM 

Sec. 4631. Part B premium. 
Subtitle H-Provisions Relating to Parts A 

and B 
CHAPTER !-PROVISIONS RELATING TO 

MEDICARE SECONDARY PAYER 

Sec. 4701. Permanent extension and revision 
of certain secondary payer pro
visions. 

Sec. 4702. Clarification of time and filing 
limitations. 

Sec. 4703. Permitting recovery against third 
party administrators. 

CHAPTER 2-HOME HEALTH SERVICES 

Sec. 4711. Recapturing savings resulting 
from temporary freeze on pay
ment increases for home health 
services. 

Sec. 4712. Interim payments for home health 
services. 

Sec. 4713. Clarification of part-time or inter
mittent nursing care. 

Sec. 4714. Study of definition of homebound. 
Sec. 4715. Payment based on location where 

home health service is fur
nished. 

Sec. 4716. Normative standards for home 
health claims denials, 

Sec. 4717. No home health benefits based 
solely on drawing blood. 

Sec. 4718. Making part B primary payor for 
certain home health services. 

CHAPTER 3-BABY BOOM GENERATION 
MEDICARE COMMISSION 

Sec. 4721. Bipartisan Commission on the Ef
fect of the Baby Boom Genera
tion on the Medicare Program. 

CHAPTER 4-PROVISIONS RELATING TO DIRECT 
GRADUATE MEDICAL EDUCATION 

Sec. 4731. Limitation on payment based on 
number of residents and imple
mentation of rolling average 
FTE count. 

Sec. 4732. Phased-in limitation on hospital 
overhead and supervisory phy
sician component of direct med
ical education costs. 

Sec. 4733. Permitting payment to non-hos
pital providers. 

Sec. 4734. Incentive payments under plans 
for voluntary reduction in num
ber of residents. 

Sec. 4735. Demonstration project on use of 
consortia. 

Sec. 4736. Recommendations on long-term 
payment policies regarding fi
nancing teaching hospitals and 
graduate medical education. 

Sec. 4737. Medicare special reimbursement 
rule for certain combined resi
dency programs. 

CHAPTER &-OTHER PROVISIONS 

Sec. 4741. Centers of excellence. 
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Sec. 4742. Medicare part B special enroll

ment period and waiver of part 
B late enrollment penalty and 
medigap special open enroll
ment period for certain mili
tary retirees and dependents. 

Sec. 4743. Competitive bidding for certain 
items and services. 

Subtitle I-Medical Liability Reform 
CHAPTER I-GENERAL PROVISIONS 

Sec. 4801. Federal reform of health care li-
ability actions. 

Sec. 4802. Definitions. 
Sec. 4803. Effective date. 
CHAPTER 2-UNIFORM STANDARDS FOR HEALTH 

CARE LIABILITY ACTIONS 
Sec. 4811. Statute of limitations. 
Sec. 4812. Calculation and payment of dam

ages. 
Sec. 4813. Alternative dispute resolution. 

Subtitle A-MedicarePlus Program 
CHAPTER 1-MEDICAREPLUS PROGRAM 

Subchapter A-MedicarePlus Program 
SEC. 4001. ESTABLISHMENT OF MEDICAREPLUS 

PROGRAM. 
(a) IN GENERAL.-Title XVIII is amended by 

redesignating part C as part D and by insert
ing after part B the following new part: 

''PART C-MEDICAREPLUS PROGRAM 
" ELIGIBILITY, ELECTION, AND ENROLLMENT 
" SEC. 1851. (a) CHOICE OF MEDICARE BE1'lE

FITS THROUGH MEDICAREPLUS PLANS.-
" (I) IN GENERAL.-Subject to the provisions 

of this section, each MedicarePlus eligible 
individual (as defined in paragraph (3)) is en
titled to elect to receive benefits under this 
title-

"(A) through the medicare fee-for-service 
program under parts A and B, or 

"(B) through enrollment in a MedicarePlus 
plan under this part. 

"(2) TYPES OF MEDICAREPLUS PLANS THAT 
MAY BE AVAILABLE.-A MedicarePlus plan 
may be any of the following types of plans of 
health insurance: 

"(A) COORDINATED CARE PLANS.-Coordi
nated care plans which provide health care 
services, including health maintenance orga
nization plans and preferred provider organi
zation plans. 

"(B) PLANS OFFERED BY PROVIDER-SPON
SORED ORGANIZATION.-A MedicarePlus plan 
offered by a provider-sponsored organization, 
as defined in section 1855(e). 

"(C) COMBINATION OF MSA PLAN AND CON
TRIBUTIONS TO MEDICAREPLUS MSA.-An MSA 
plan, as defined in section 1859(b)(2), and a 
contribution into a MedicarePlus medical 
savings account (MSA). 

"(3) MEDICAREPLUS ELIGIBLE INDIVIDUAL.
"(A) IN GENERAL.-ln this title, subject to 

subparagraph (B), the term 'MedicarePlus el
igible individual ' means an individual who is 
entitled to benefits under part A and en
rolled under part B. 

"(B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.-Such term shall not include an in
dividual medically determined to have end
stage renal disease, except that an individual 
who develops end-stage renal disease while 
enrolled in a MedicarePlus plan may con
tinue to be enrolled in that plan. 

"(b) SPECIAL RULES.-
"(l) RESIDENCE REQUIREMENT.-
"(A) IN GENERAL.-Except as the Secretary 

may otherwise provide, an individual is eligi
ble to elect a MedicarePlus plan offered by a 
MedicarePlus organization only if the orga
nization serves the geographic area in which 
the individual resides. 

"(B) CONTINUATION OF ENROLLMENT PER
MITTED.-Pursuant to rules specified by the 

Secretary, the Secretary shall provide that 
an individual may continue enrollment in a 
plan, notwithstanding that the individual no 
longer resides in the service area of the plan, 
so long as the plan provides benefits for en
rollees located in the area in which the indi
vidual resides. 

"(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 en
rolled in a health benefit plan under chapter 
89 of title 5, United States Code, is not eligi
ble 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 ensure that the 
enrollment of such individuals in such plans 
will not result in increased expenditures for 
the Federal Government for heal th benefit 
plans under such chapter. 

''(B) VA AND DOD.- The Secretary may 
apply rules similar to the rules described in 
subparagraph (A) in the case of individuals 
who are elig·ible 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 QUALI
FIED MEDICARE BENEFICIARIES AND OTHER MED
ICAID BENEFICIARIES TO ENROLL IN AN MSA 
PLAN.-An individual who is a qualified 
medicare beneficiary (as defined in section 
1905(p)(l)), a qualified disabled and working 
individual (described in section 1905(s)), an 
individual described in section 
1902 a)(lO)(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 eli
gible to enroll in an MSA plan under this 
part-

"(i) on or after January 1, 2003, unless the 
enrollment is the continuation of such an en
rollment in effect as of such date; or 

"(ii) as of any date if the number of such 
individuals so enrolled as of such date has 
reached 500,000. 
Under rules established by the Secretary, an 
individual is not eligible to enroll (or con
tinue enrollment) in an MSA plan for a year 
unless the individual provides assurances 
satisfactory to the Secretary that the indi
vidual will reside in the United States for at 
least 183 days during the year. 

"(B) EVALUATION.-The Secretary shall 
regularly evaluate the impact of permitting 
enrollment in MSA plans under this part on 
selection (including adverse selection), use of 
preventive care, access to care, and the fi
nancial status of the Trust Funds under this 
title. 

"(C) REPORTS.-The Secretary shall submit 
to Congress periodic reports on the numbers 
of individuals enrolled in such plans and on 
the evaluation being conducted under sub
paragraph (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 re
moved and whether to change the numerical 
limitation under subparagraph (A)(ii). 

"(c) PROCESS FOR EXERCISING CHOICE.-
"(1) IN GENERAL.-The Secretary shall es

tablish a process through which elections de
scribed in subsection (a) are made and 
changed, including the form and manner in 
which such elections are made and changed. 
Such elections shall be made or changed only 

during coverage election periods specified 
under subsection (e) and shall become effec
tive as provided in subsection (f). 

" (2) COORDINATION THROUGH MEDICAREPLUS 
ORGANIZATIONS.-

"(A) ENROLLMENT.-Such process shall per
mit an individual who wishes to elect a 
MedicarePlus plan offered by a MedicarePlus 
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 
MedicarePlus plan offered by a MedicarePlus 
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 (11), an 

individual who fails to make an election dur
ing an initial election period under sub
section (e)(l) is deemed to have chosen the 
medicare fee-for-service program option. 

"(ii) SEAMLESS CONTINUATION OF COV
ERAGE.-The Secretary may establish proce
dures under which an individual who is en
rolled in a health plan (other than 
MedicarePlus plan) offered by a 
MedicarePlus 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 
MedicarePlus 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 PERIODS.-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) a MedicarePlus plan is discontinued, 
if the individual had elected such plan at the 
time of the discontinuation. 

"(d) PROVIDING INFORMATION TO PROMOTE 
INFORMED CHOICE.-

"(l) IN GENERAL.-The Secretary shall pro
vide for activities under this subsection to 
broadly disseminate information to medicare 
beneficiaries (and prospective medicare 
beneficiaries) on the coverage options pro
vided under this section in order to promote 
an active, informed selection among such op
tions. 

"(2) PROVISION OF NOTICE.-
"(A) OPEN SEASON NOTIFICATION.-At least 

30 days before the beginning of each annual, 
coordinated election period (as defined in 
subsection (e)(3)(B)), the Secretary shall 
mail to each MedicarePlus eligible indi
vidual residing in an area the following: 

"(i) GENERAL INFORMATION.-The general 
information described in paragraph (3). 

"(ii) LIST OF PLANS AND COMPARISON OF 
PLAN OPTIONS.-A list identifying the 
MedicarePlus plans that are (or will be) 
available to residents of the area and infor
mation described in paragraph (4) concerning 
such plans. Such information shall be pre
sented in a comparative form. 

"(iii) MEDICAREPLUS MONTHLY CAPITATION 
RATE.-The amount of the monthly 
MedicarePlus capitation rate for the area. 

"(iv) ADDITIONAL INFORMATION.- Any other 
information that the Secretary determines 
will assist the individual in making the elec
tion under this section. 
The mailing of such information shall be co
ordinated with the mailing of any annual no
tice under section 1804. 
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"(B) NOTIFICATION TO NEWLY MEDICAREPLUS 

ELIGIBLE INDIVIDUALS.-To the extent prac
ticable, the Secretary shall, not later than 2 
months before the beginning of the initial 
MedicarePlus enrollment period for an indi
vidual 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 
formatted using language that is easily un
derstandable by medicare beneficiaries. 

"(D) PERIODIC UPDATING.-The information 
described in subparagraph (A) shall be up
dated on at least an annual basis to reflect 
changes in the availability of MedicarePlus 
plans and the benefits and monthly pre
miums (and net monthly premiums) for such 
plans. 

"(3) GENERAL INFORMATION.-General infor
mation under this paragraph, with respect to 
coverage under this part during a year, shall 
include the following: 

"(A) BENEFITS UNDER FEE-FOR-SERViCE PRO
GRAM OPTION .-A general description of the 
benefits covered (and not covered) under the 
medicare fee-for-service program under parts 
A and B, including-

" (i) covered items and services, 
"(11) beneficiary cost sharing, such as 

deductibles, coinsurance, and copayment 
amounts, and 

"(iii) any beneficiary liability for balance 
billing. 

"(B) p ART B PREMIUM.-The part B pre
mium rates that wil.l be charged for part B 
coverage. 

''(C) ELECTION PROCEDURES.-Information 
and instructions on how to exercise election 
options under this section. 

"(D) RIGHTS.-The general description of 
procedural rights (including grievance and 
appeals procedures) of beneficiaries under 
the medicare fee-for-service program and the 
MedicarePlus program and right to be pro
tected against discrimination based on 
health status-related factors under section 
1852(b). 

"(E) INFORMATION ON MEDIGAP AND MEDI
CARE SELECT.-A general description of the 
benefits, enrollment rights, and other re
quirements applicable to medicare supple
mental policies under section 1882 and provi
sions relating to medicare select policies de
scribed in section 1882(t). 

"(F) POTENTIAL FOR CONTRAC'l' TERMI
NATION.-The fact that a MedicarePlus orga
nization may terminate or refuse to renew 
its contract under this part and the effect 
the termination or nonrenewal of its con
tract may have on individuals enrolled with 
the MedicarePlus plan under this part. 

"(4) INFORMATION COMPARING PLAN OP
TIONS.-Information under this paragraph, 
with respect to a MedicarePlus plan for a 
year, shall include the following: 

"(A) BENEFITS.-The benefits covered (and 
not covered) under the plan, including-

"(i) covered items and services beyond 
those provided under the 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, dif

ferences in cost sharing under such a plan 
compared to under other MedicarePlus plans; 

"(v) the use of provider networks and the 
restriction on payments for services fur
nished other than by other through the orga
nization, 

"(vi) the organization's coverage of emer
gency and urgently needed care, 

"(vii) the appeal and grievance rights of 
enrollees, 

"(viii) number of grievances and appeals, 
and information on their disposition in the 
aggregate, 

"(ix) procedures used by the organization 
to control utilization of services and expend
itures, and 

"(x) any exclusions in the types of pro
viders participating in the plan's network. 

" (B) PREMIUMS.-The monthly premium 
(and net monthly premium), if any, for the 
plan. 

"(C) SERVICE AREA.-The service area of 
the plan. 

"(D ) QUALITY AND PERFORMANCE.-To the 
extent available, plan quality and perform
ance indicators for the benefits under the 
plan (and how they compare to such indica
tors under the medicare fee-for-service pro
gram under parts A and B in the area in
volved), including-

" (!) disenrollment rates for medicare en
rollees electing to receive benefits through 
the plan for the previous 2 years (excluding 
disenrollment due to death or moving out
side the plan's service area), 

"(ii) information on medicare enrollee sat
isfaction, 

"(iii) information on health outcomes, and 
" (iv) the recent record regarding compli

ance of the plan with requirements of this 
part (as determined by the Secretary). 

" (E) SUPPLEMENTAL BENEFITS OPTIONS.
Whether the organization offering the plan 
offers optional supplemental benefits and the 
terms and conditions (including premiums) 
for such coverage. 

"(5) MAINTAINING A TOLL-FREE NUMBER AND 
INTERNET SITE.-The Secretary shall main
tain a toll-free number for inquiries regard
ing MedicarePlus options and the operation 
of this part in all areas in which 
MedicarePlus plans are offered and an Inter
net site through which individuals may elec
tronically obtain information on such op
tions and MedicarePlus plans. 

"(6) USE OF NONFEDERAL ENTITIES.- The 
Secretary may enter into contracts with 
non-Federal entities to carry out activities 
under this subsection. 

" (7) PROVISION OF INFORMATION.-A 
MedicarePlus organization shall provide the 
Secretary with such information on the or
ganization and each MedicarePlus plan it of
fers as may be required for the preparation 
of the information referred to in paragraph 
(2)(A). 

"(e) COVERAGE ELECTION PERIODS.-
"(1) INITIAL CHOICE UPON ELIGIBILITY TO 

MAKE ELECTION IF MEDICAREPLUS PLANS 
AVAILABLE TO INDIVIDUAL.-If, at the time an 
individual first becomes entitled to benefits 
under part A and enrolled under part B, 
there is one or more MedicarePlus plans of
fered in the area in which the individual re
sides, the individual shall make the election 
under this section during a period (of a dura
tion and beginning at a time specified by the 
Secretary) at such time. Such period shall be 
specified in a manner so that, in the case of 
an individual who elects a MedicarePlus plan 
during the period, coverage under the plan 
becomes effective as of the first date on 
which the individual may receive such cov
erage. 

"(2) OPEN ENROLLMENT AND DISENROLLMENT 
OPPORTUNITIES.- Subject to paragraph (5)-

'" (A) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT THROUGH 2000.-At any time 
during 1998, 1999, and 2000, a MedicarePlus el
igible individual may change the election 
under subsection (a)(l). 

"(B) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT FOR FIRST 6 MONTHS DURING 
2001.-

"(i) IN GENERAL.-Subject to clause (ii), at 
any time during the first 6 months of 2001, 
or, if the individual first becomes a 
MedicarePlus eligible individual during 2001, 
during the first 6 months during 2001 in 
which the individual is a MedicarePlus eligi
ble individual, a MedicarePlus eligible indi
vidual may change the election under sub
section (a)(l). 

"(ii) LIMITATION OF ONE CHANGE PER YEAR.
An individual may exercise the right under 
clause (i) only once during 2001. ·The limita
tion under this clause shall not apply to 
changes in elections effected during an an
nual, coordinated election period under para
graph (3) or during a special enrollment pe
riod under paragraph (4). 

"(C) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT FOR FIRST 3 MONTHS IN SUBSE
QUENT YEARS.-

"(i) IN GENERAL.-Subject to clause (ii), at 
any time during the first 3 months of a year 
after 2001, or, if the individual first becomes 
a MedicarePlus eligible individual during a 
year after 2001, during the first 3 months of 
such year in which the individual is a 
MedicarePlus eligible individual, a 
MedicarePlus eligible individual may change 
the election under subsection (a)(l). 

"(ii) LIMITATION OF ONE CHANGE PER YEAR.
An individual may exercise the right under 
clause (i) only once a year. The limitation 
under this clause shall not apply to changes 
in elections effected during an annual, co
ordinated election period under paragraph (3) 
or during a special enrollment period under 
paragraph (4). 

" (3) ANNUAL, COORDINATED ELECTION PE
RIOD.-

"(A) IN GENERAL.-Subject to paragraph 
(5), each individual who is eligible to make 
an election under this section may change 
such election during an annual, coordinated 
election period. 

"(B) ANNUAL, COORDINATED ELECTION PE
RIOD.- For purposes of this section, the term 
'annual, coordinated election period' means, 
with respect to a calendar year (beginning 
with 2001), the month of October before such 
year. 

"(C) MEDICAREPLUS HEALTH FAIRS.- In the 
month of October of each year (beginning 
with 1998), the Secretary shall provide for a 
nationally coordinated educational and pub
licity campaign to inform MedicarePlus eli
gible individuals about MedicarePlus plans 
and the election process provided under this 
section. 

"(4) SPECIAL ELECTION PERIODS.-Effective 
as of January 1, 2001, an individual may dis
continue an election of a MedicarePlus plan 
offered by a MedicarePlus organization other 
than during an annual, coordinated election 
period and make a new election under this 
section if-

"(A) the organization's or plan's certifi
cation under this part has been terminated 
or the organization has terminated or other
wise discontinued providing the plan; 

"(B) the individual is no longer eligible to 
elect the plan because of a change in the in
dividual 's place of residence or other change 
in circumstances (specified by the Secretary, 
but not including termination of the individ
ual 's enrollment on the basis described in 
clause (i) or (ii) of subsection (g)(3)(B)); 

"(C) the individual demonstrates (in ac
cordance with guidelines established by the 
Secretary) that-

"(i) the organization offering the plan sub
stantially violated a material provision of 
the organization's contract under this part 
in relation to the individual (including the 
failure to provide an enrollee on a timely 
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basis medically necessary care for which 
benefits are available under the plan or the 
failure to provide such covered care in ac
cordance with applicable quality standards);. 
or 

"(ii) the organization (or an agent or other 
entity acting on the organization's behalf) 
materially misrepresented the plan's provi
sions in marketing the plan to the indi
vidual; or 

"(D) the individual meets such other ex
ceptional conditions as the Secretary may 
provide. 

" (5) SPECIAL RULES FOR MSA PLANS.-Not
withstanding the preceding provisions of this 
subsection, 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 months of October 1998 and Octo

ber 1999; and 
"(B) may not discontinue an election of an 

MSA plan except during the periods de
scribed in clause (ii) or (iii) of subparagraph 
(A) and under paragraph (4). 

"(f) EFFECTIVENESS OF ELECTIONS AND 
CHANGES OF ELECTIONS.-

"(l) DURING INITIAL COVERAGE ELECTION PE
RIOD.-An election of coverage made during 
the initial coverage election period under 
subsection (e)(l) shall take effect upon the 
date the individual becomes entitled to bene
fits under part A and enrolled under part B, 
except as the Secretary may provide (con
sistent 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 
following 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 following year. 

"(4) OTHER PERIODS.-An election or 
change of coverage made during any other 
period under subsection (e)(4) shall take ef
fect in such manner as the Secretary pro
vides in a manner consistent (to the extent 
practicable) with protecting continuity of 
health benefit coverage. 

" (g) GUARANTEED ISSUE AND RENEWAL.
"(l) IN GENERAL.-Except as provided in 

this subsection, a MedicarePlus organization 
shall provide that at any time during which 
elections are accepted under this section 
with respect to a MedicarePlus 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 MedicarePlus organization, in rela
tion to a MedicarePlus plan it offers, has a 
capacity limit and the number of 
MedicarePlus eligible individuals who elect 
the plan under this section exceeds the ca
pacity limit, the organization may limit the 
election of individuals of the plan under this 
section but only if priority in election is pro
vided-

" (A) first to such individuals as have elect
ed 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 
individuals (who seek to elect the plan). 

The preceding sentence shall not apply if it 
would result in the enrollment of enrollees 
substantially nonrepresentative, as deter
mined 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 MedicarePlus organization may not for 
any reason terminate the election of any in
dividual under this section for a 
MedicarePlus plan it offers. 

" (B) BASIS FOR TERMINATION OF ELECTION.
A MedicarePlus organization may terminate 
an individual's election under this section 
with respect to a MedicarePlus plan it offers 
if-

"(i) any net monthly 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 net monthly pre
miums), 

"(ii) the individual has engaged in disrup
tive behavior (as specified in such stand
ards), 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 medicare fee-for
service program option described in sub
section (a)(l)(A). 

"(ii) TERMINATION BASED ON PLAN TERMI
NATION OR SERVICE AREA REDUCTION.-Any in
dividual whose election is terminated under 
subparagraph (B)(iii) shall have a special 
election period under subsection (e)(4)(A) in 
which to change coverage to coverage under 
another MedicarePlus plan. Such an indi
vidual who fails to make an election during 
such period is deemed to have chosen to 
change coverage to the medicare fee-for
service program option described in sub
section (a)(l)(A). 

" (D) ORGANIZATION OBLIGATION WITH RE
SPECT TO ELECTION FORMS.-Pursuant to a 
contract under section 1857, each 
MedicarePlus organization receiving an elec
tion form under subsection (c)(2) shall trans
mit 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 Secretary may 
specify. 

"(h) APPROVAL OF MARKETING MATERIAL 
AND APPLICATION FORMS.-

" (l) SUBMISSION.- No marketing material 
or application form may be distributed by a 
MedicarePlus organization to (or for the use 
of) MedicarePlus eligible individuals unless-

"(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 all such material or form 
submitted and under such guidelines the Sec
retary 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).
ln the case of material or form that is sub
mitted under paragraph (l)(A) to the Sec
retary or a regional office of the Department 

of Health and Human Services and the Sec
retary or the office has not disapproved the 
distribution of marketing material or form 
under paragraph (l)(B) with respect to a 
MedicarePlus plan in an area, the Secretary 
is deemed not to have disapproved such dis
tribution in all other areas covered by the 
plan and organization except to the extent 
that such material or form is specific only to 
an area involved. 

"(4) PROHIBITION OF CER'I'AIN MARKETING 
PRACTICES.-Each MedicarePlus organization 
shall conform to fair marketing standards, 
in relation to MedicarePlus plans offered 
under this part, included in the standards es
tablished under section 1856. Such standards 
shall include a prohibition against a 
MedicarePlus 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 indi
vidual. 

"(i) EFFECT OF ELECTION OF MEDICAREPLUS 
PLAN OPTION.-Subject to sections 1852(a)(5), 
1857(f)(2), and 1857(g)-

"(1) payments under a contract with a 
MedicarePlus organization under section 
1853(a) with respect to an individual electing 
a MedicarePlus plan offered by the organiza
tion shall be instead of the amounts which 
(in the absence of the contract) would other
wise be payable under parts A and B for 
items and services furnished to the indi
vidual, and 

"(2) subject to subsections (e) and (f) of 
section 1853, only the MedicarePlus organiza
tion shall be entitled to receive payments 
from the Secretary under this title for serv
ices furnished to the individual. 

"BENEFITS AND BENEFICIARY PROTECTIONS 
" SEC. 1852. (a) BASIC BENEFITS.-
"(!) IN GENERAL.- Except as provided in 

section 1859(b)(2) for MSA plans, each 
MedicarePlus plan shall provide to members 
enrolled under this part, through providers 
and other persons that meet the applicable 
requirements of this title and part A of title 
XI-

"(A) those items and services 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 
MedicarePlus plan (other than an MSA plan) 
offered by a MedicarePlus organization satis
fies paragraph (l)(A), with respect to benefits 
for items and services furnished other than 
through a provider that has a contract with 
the organization offering the plan, if the 
plan provides (in addition to any cost shar
ing provided for under the plan) for at least 
the total dollar amount of payment for such 
items and services as would otherwise be au
thorized under parts A and B (including any 
balance billing permitted under such parts). 

"(3) SUPPLEMENTAL BENEFITS.-
"(A) BENEFITS INCLUDED SUBJECT TO SEC

RETARY'S APPROVAL.- Each MedicarePlus or
ganization may provide to individuals en
rolled under this part (without affording 
those individuals an option to decline the 
coverage) supplemental health care benefits 
that the Secretary may approve. The Sec
retary shall approve any such supplemental 
benefits unless the Secretary determines 
that including such supplemental benefits 
would substantially discourage enrollment 
by MedicarePlus eligible individuals with 
the organization. 

"(B) AT ENROLLEES' OPTION.-A Medi 
carePlus organization may provide to indi
viduals enrolled under this part (other than 
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under an MSA plan) supplemental health 
care benefits that the individuals may elect, 
at their option, to have covered. 

"(4) ORGANIZATION AS SECONDARY PAYER.
Notwithstanding any other provision of law, 
a MedicarePlus organization may (in the 
case of the provision of items and services to 
an individual under a MedicarePlus plan 
under circumstances 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 ac
cordance with the charges allowed under 
such a law., plan, or policy-

" (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 
individual has been paid under such law, 
plan, or policy for such services. 

"(5) NATIONAL COVERAGE DETERMINA
TIONS.- If there is a national coverage deter
mination made in the period beginning on 
the date of an announcement under section 
1853(b) and ending on the date of the next an
nouncement under such section and the Sec
retary projects that the determination will 
result in a significant change in the costs to 
a MedicarePlus 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 MedicarePlus 
capitation rate under section 1853 included in 
the announcement made at the beginning of 
such period-

" (A) such determination shall not apply to 
contracts under this part until the first con
tract year that begins after the end of such 
period, and 

" (B) 1f such coverage determination pro
vides for coverage of additional benefits or 
coverage under additional circumstances, 
section 1851(i) 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, 
unless otherwise required by law. 

" (b) ANTIDISCRIMINATION.-
" (l) IN GENERAL.- A MedicarePlus organi

zation 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. 

" (2) CONSTRUCTION.-Paragraph (1) shall 
not be construed as requiring a MedicarePlus 
organization to enroll individuals who are 
determined to have end-stage renal disease, 
except as provided under section 
1851(a)(3)(B). 

" (C) DETAILED DESCRIPTION OF PLAN PROVI
SIONS.-A MedicarePlus organization shall 
disclose, in clear, accurate, and standardized 
form to each enrollee with a MedicarePlus 
plan offered by the organization under this 
part at the time of enrollment and at least 
annually thereafter, the following informa
tion regarding such plan: 

" (1) SERVICE AREA.- The plan's service 
area. 

" (2) BENEFITS.- Benefits offered (and not 
offered) under the plan offered, including in
formation described in section 1851(d)(3)(A) 
and exclusions from coverage and, 1f it is an 
MSA plan, a comparison of benefits under 
such a plan with benefits under other 
MedicarePlus plans. 

" (3) AccEss.-The number, mix, and dis
tribution of plan providers and any point-of-

service option (including the supplemental 
premium for such option). 

"(4) OUT-OF-AREA COVERAGE.-Out-of-area 
coverage provided by the plan. 

"(5) EMERGENCY COVERAGE.-Coverage of 
emergency services and urgently needed 
care, including-

" (A) 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 con
stitutes an emergency situation; 

" (B) the process and procedures of the plan 
for obtaining emergency services; and 

"(0) the locations of (1) emergency depart
ments. and (ii) other settings, in which plan 
physicians and hospitals provide emergency 
services and post-stabilization care .. 

"(6) SUPPLEMENTAL BENEFITS.- Supple
mental benefits available from the organiza
tion offering the plan, including-

"(A) whether the supplemental benefits are 
optional, 

" (B) the supplemental benefits covered, 
and 

"(C) the premium price for the supple
mental benefits. 

" (7) PRIOR AUTHORIZATION RULES.-Rules 
regarding prior authorization or other re
view requirements that could result in non
payment. 

'' (8) PLAN GRIEVANCE AND APPEALS PROCE
DURES.-Any appeal or grievance rights and 
procedures. 

" (9) QUALITY ASSURANCE PROGRAM.- A de
scription of the organization's quality assur
ance program under subsection (e). 

" (d) ACCESS TO SERVICES.-
" (1) IN GENERAL.-A MedicarePlus organi

zation offering a MedicarePlus 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 pro
vision of benefits; 

" (B) when medically necessary in the opin
ion of the treating health care provider the 
organiza tion makes such benefits available 
and accessible 24 hours a day and 7 days a 
week; 

" (C) the plan provides for reimbursement 
with respect to services which are covered 
under subparagraphs (A) and (B) and which 
are provided to such an individual other than 
through the organization, if-

"(i) the services were medically necessary 
in the opinion of the treating health care 
provider and immediately required because 
of an unforeseen illness, injury, or condition, 
and it was not reasonable given the cir
cumstances to obtain the services through 
the organization, 

" (ii) the services were renal dialysis serv
ices and were provided other than through 
the organization 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 
guidelines established under paragraph (2); 

" (D) the organization provides access to 
appropriate providers, including credentialed 
specialis ts, for treatment and services when 
such treatment and services are determined 
to be m edically necessary in the professional 
opinion of the treating health care provider, 
in consultation with the individual; and 

" (E) coverage is provided for emergency 
services (as defined in paragraph (3)) without 
regard to prior authorization or the emer
gency care provider's contractual relation
ship with the organization. 

"(2) GUIDELINES RESPECTING COORDINATION 
OF POST-STABILIZATION CARE.- A 
MedicarePlus plan shall comply with such 
guidelines as the Secretary may prescribe re
lating to promoting efficient and timely co
ordination 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 
services' means, with respect to an indi
vidual enrolled with an organization, covered 
inpatient and outpatient services that-

" (i) are furnished by a provider that is 
qualified to furnish such services under this 
title, and 

" (ii) are needed to evaluate or stabilize an 
emergency medical condition (as defined in 
subparagraph (B)). 

" (B) EMERGENCY MEDICAL CONDITION BASED 
ON PRUDENT LAYPERSON.-The term 'emer
gency medical condition' means a medical 
condition manifesting itself by acute symp
toms of sufficient severity such that a pru
dent 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 jeopardy, 

"(ii) serious impairment to bodily func
tions, or 

' '(iii) serious dysfunction of any bodily 
organ or part. 

"(4) DETERMINATION OF HOSPITAL LENGTH OF 
STAY.-

" (A) IN GENERAL.- A MedicarePlus organi
zation shall cover the length of an inpatient 
hospital stay under this part as determined 
by the attending physician (or other attend
ing health care provider to the extent per
mitted under State law) in consultation with 
the patient to be medically appropriate. 

"(B) CONS'l'RUCTION.- Nothing in this para
graph shall be construed-

" (i) as requiring the provision of inpatient 
coverage 1f the attending physician (or other 
attending health care provider to the extent 
permitted under State law) and patient de
termine that a shorter period of hospital 
stay is medically appropriate, or 

" (ii) as affecting the application of 
deductibles and coinsurance. 

"(e) QUALITY ASSURANCE PROGRAM.-
" (l) IN GENERAL.-Each MedicarePlus orga

nization must have arrangements, consistent 
with any regulation, for an ongoing quality 
assurance program for health care services it 
provides to individuals enrolled with 
MedicarePlus plans of the organization. 

" (2) ELEMENTS OF PROGRAM.- The quality 
assurance program shall-

" (A) stress health outcomes and provide 
for the collection, analysis, and reporting of 
data (in accordance with a quality measure
ment system that the Secretary recognizes) 
that will permit measurement of outcomes 
and other indices of the quality of 
MedicarePlus plans and organizations; 

" (B) provide for the establishment of writ
ten protocols for utilization review, based on 
current standards of medical practice; 

" (C) provide review by physicians and 
other health care professionals of the process 
followed in the provision of such heal th care 
services; 

" (D) monitor and evaluate high volume 
and high risk services and the care of acute 
and chronic conditions; 

" (E) evaluate the continuity and coordina
tion of care that enrollees receive; 
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" (F) have mechanisms to detect both un

derutilization and overutilization of serv
ices; 

" (G) after identifying areas for improve
ment, establish or alter practice parameters; 

"(H) take action to improve quality and 
assesses the effectiveness of such action 
through systematic followup; 

"(I) make available information on quality 
and outcomes measures to facilitate bene
ficiary comparison and choice of health cov
erage options (in such form and on such 
quality and outcomes measures as the Sec
retary determines to be appropriate); 

"(J) be evaluated on an ongoing basis as to 
its effectiveness; 

"(K) include measures of consumer satis
faction; and 

"(L) provide the Secretary with such ac
cess to information collected as may be ap
propriate to monitor and ensure the quality 
of care provided under this part. 

"(3) ExTERNAL REVIEW.- Each Medi 
carePlus organization shall, for each 
MedicarePlus plan it operates, have an 
agreement with an independent quality re
view and improvement organization ap
proved by the Secretary to perform functions 
of the type described in sections 1154(a)(4)(B) 
and 1154(a)(14) with respect to services fur
nished by MedicarePlus plans for which pay
ment is made under this title. 

" (4) TREATMENT OF ACCREDITATION.- The 
Secretary shall provide that a MedicarePlus 
organization is deemed to meet requirements 
of paragraphs (1) through (3) of this sub
section and subsection (h) (relating to con
fidentiality and accuracy of enrollee records) 
if the organization is accredited (and periodi
cally reaccredited) by a private organization 
under a process that the Secretary has deter
mined assures that the organization, as a 
condition of accreditation, applies and en
forces standards with respect to the require
ments involved that are no less stringent 
than the standards established under section 
1856 to carry out the respective require
ments. 

" (D COVERAGE DETERMINATIONS.-
"(l) DECISIONS ON NONEMERGENCY CARE.-A 

MedicarePlus organization shall make deter
minations regarding authorization requests 
for nonemergency care on a timely basis, de
pending on the urgency of the situation. The 
organization shall provide notice of any cov
erage denial, which notice shall include a 
statement of the reasons for the denial and a 
description of the grievance and appeals 
processes available. 

"(2) RECONSIDERA'fIONS.-
"(A) IN GENERAL.-Subject to subsection 

(g)(4), a reconsideration of a determination 
of an organization denying coverage shall be 
made within 30 days of the date of receipt of 
medical information, but not later than 60 
days after the date of the determination. 

" (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 in
volved in the initial determination. 

"(g) GRIEVANCES AND APPEALS.-
"(l) GRIEVANCE MECHANISM.- Each 

MedicarePlus organization must provide 
meaningful procedures for hearing and re
solving grievances between the organization 
(including any entity or individual through 
which the organization provides health care 
services) and enrollees with MedicarePlus 
plans of the organization under this part. 

" (2) APPEALS.-An enrollee with a 
MedicarePlus plan of a MedicarePlus organi-

zation 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 en
rollee is required to pay is entitled, if the 
amount in controversy is $100 or more, to a 
hearing before the Secretary to the same ex
tent as is provided in section 205(b) , and in 
any such hearing the Secretary 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 
section 205(g), and both the individual and 
the organization shall be entitled to be par
ties to that judicial review. In applying sec
tions 205(b) and 205(g) as provided in this 
paragraph, and in applying section 205(1) 
thereto, any reference therein to the Com
missioner of Social Security or the Social 
Security Administration shall be considered 
a reference to the Secretary or the Depart
ment of Health and Human Services, respec
tively. 

"(3) INDEPENDENT REVIEW OF COVERAGE DE
NIALS.-The Secretary shall contract with an 
independent, outside entity to review and re
solve in a timely manner reconsiderations 
that affirm denial of coverage. 

"(4) EXPEDITED DETERMINATIONS AND RE
CONSIDERATIONS.-

" (A) RECEIPT OF REQUESTS.-An enrollee in 
a MedicarePlus plan may request, either in 
writing or orally, an expedited determina
tion or reconsideration by the MedicarePlus 
organization regarding a matter described in 
paragraph (2). The organization shall also 
permit the acceptance of such requests by 
physicians. 

"(B) ORGANIZATION PROCEDURES.-
" (i) IN GENERAL.-The MedicarePlus orga

nization shall maintain procedures for expe
diting organization determinations and re
considerations when, upon request of an en
rollee, the organization determines that the 
application of normal time frames 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. 

"(ii) TIMELY RESPONSE.- ln an urgent case 
described in clause (i), the organization shall 
notify the enrollee (and the physician in
volved, as appropriate) of the determination 
(or determination on the reconsideration) as 
expeditiously as the enrollee's health condi
tion requires, but not later than 72 hours (or 
24 hours in the case of a reconsideration) of 
the time of receipt of the request for the de
termination or reconsideration (or receipt of 
the information necessary to make the de
termination or reconsideration), or such 
longer period as the Secretary may permit in 
specified cases. 

" (iii) SECRETARIAL REPORT.-The Secretary 
shall annually report publicly on the number 
and disposition of denials and appeals within 
each MedicarePlus organization, and those 
reviewed and resolved by the independent en
tities under this subsection. 

"(h) CONFIDENTIALITY AND ACCURACY OF EN
ROLLEE RECORDS.- Each MedicarePlus orga
nization shall establish procedures-

" (1) to safeguard the privacy of individ
ually identifiable enrollee information, 

"(2) to maintain accurate and timely med
ical records and other health information for 
enrollees, and 

"(3) to assure timely access of enrollees to 
their medical information. 

"(i) INFORMATION ON ADVANCE DIREC
TIVES.-Each MedicarePlus organization 

shall meet the requirement of section 1866(f) 
(relating to maintaining written policies and 
procedures respecting advance directives). 

" (j ) RULES REGARDING PHYSICIAN PARTICI
PATION.-

"(l) PROCEDURES.-Each MedicarePlus or
ganization shall establish reasonable proce
dures relating to the participation (under an 
agreement between a physician and the orga
nization) of physicians under MedicarePlus 
plans offered by the organization under this 
part. Such procedures shall include-

" (A) providing notice of the rules regard
ing participation, 

"(B) providing written notice of participa
tion decisions that are adverse to physicians, 
and 

" (C) providing a process within the organi
zation for appealing such adverse decisions, 
including the presentation of information 
and views of the physician regarding such de
cision. 

"(2) CONSULTATION IN MEDICAL POLICIES.-A 
MedicarePlus organization shall consult 
with physicians who have entered into par
ticipation agreements with the organization 
regarding the organization's medical policy, 
quality, and medical management proce
dures. 

"(3) PROHIBITING INTERFERENCE WITH PRO
VIDER ADVICE TO ENROLLEES.-

" (A) IN GENERAL.-Subject to subpara
graphs (B) and (C), a MedicarePlus organiza
tion (in relation to an individual enrolled 
under a MedicarePlus plan offered by the or
ganization under this part) shall not prohibit 
or otherwise restrict a covered health care 
professional (as defined in subparagraph (D)) 
from advising such an individual who is a pa
tient 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 plan, if the professional is acting within 
the lawful scope of practice. 

"(B) CONSCIENCE PROTECTION.-Subpara
graph (A) shall not be construed as requiring 
a MedicarePlus plan to provide, reimburse 
for, or provide coverage of a counseling or re
ferral service if the MedicarePlus organiza
tion offering the plan-

" (i) objects to the provision of such service 
on moral or religious grounds; and 

"(ii) in the manner and through the writ
ten instrumentalities such MedicarePlus or
ganization deems appropriate, makes avail
able information on its policies regarding 
such service to prospective enrollees before 
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 disclo
sure requirements under State law or under 
the Employee Retirement Income Security 
Act of 1974. 

"(D) HEALTH CARE PROFESSIONAL DE
FINED.-For purposes of this paragraph, the 
term 'health care professional ' means a phy
sician (as defined in section 1861(r)) or other 
health care professional if coverage for the 
professional 's services is provided under the 
MedicarePlus plan for the services of the 
professional. Such term includes a podia
trist, optometrist, chiropractor, psycholo
gist, dentist, physician assistant, physical or 
occupational therapist and therapy assist
ant, speech-language pathologist, audiol
ogist, registered or licensed practical nurse 
(including nurse practitioner, clinical nurse 
specialist, certified registered nurse anes
thetist, and certified nurse-.rnidwife), li
censed certified social worker, registered 
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respiratory therapist, and certified res
piratory therapy technician. 

" (4) LIMITATIONS ON HEALTH CARE PROVIDER 
INCENTIVE PLANS.-

"(A) IN GENERAL.-No MedicarePlus orga
nization may operate any health care pro
vider incentive plan (as defined in subpara
graph (B)) unless the following requirements 
are met: 

"(i) No specific payment is made directly 
or indirectly under the plan to a health care 
provider or health care provider group as an 
inducement to reduce or limit medically nec
essary services provided with respect to a 
specific individual enrolled with the organi
zation. 

" (ii) If the plan places a health care pro
vider or health care provider group at sub
stantial financial risk (as determined by the 
Secretary) for services not provided by the 
health care provider or health care provider 
group, the organization-

"(I) provides stop-loss protection for the 
health care provider or group that is ade
quate and appropriate, based on standards 
developed by the Secretary that take into 
account the number of health care providers 
placed at such substantial financial risk in 
the group or under the plan and the number 
of individuals enrolled with the organization 
who receive services from the health care 
provider or group, and 

"(II) conducts periodic surveys of both in
dividuals enrolled and individuals previously 
enrolled with the organization to determine 
the degree of access of such individuals to 
services provided by the organization and 
satisfaction with the quality of such serv
ices. 

"(iii) The organization provides the Sec
retary with descriptive information regard
ing the plan, sufficient to permit the Sec
retary to determine whether the plan is in 
compliance with the requirements of this 
subparagraph. 

"(B) HEALTH CARE PROVIDER INCENTIVE 
PLAN DEFINED.-In this paragraph, the term 
'health care provider incentive plan' means 
any compensation arrangement between a 
MedicarePlus organization and a health care 
provider or health care provider group that 
may directly or indirectly have the effect of 
reducing or limiting services provided with 
respect to individuals enrolled with the orga
nization under this part. 

"(C) HEALTH CARE PROVIDER DEFINED.-For 
the purposes of this paragraph, the term 
'health care provider' has the meaning given 
the term 'health care professional' in para
graph (3)(D). 

"(5) LIMITATION ON PROVIDER INDEMNIFICA
TION.- A MedicarePlus organization may not 
provide (directly or indirectly) for a provider 
(or group of providers) to indemnify the or
ganization against any liab111 ty resulting 
from a civil action brought for any damage 
caused to an enrollee with a MedicarePlus 
plan of the organization under this part by 
the organization's denial of medically nec
essary care. 

"(6) LIMITATION ON NON-COMPETE CLAUSE.
A MedicarePlus organization may not (di
rectly or indirectly) seek to enforce any con
tractual provision which prevents a provider 
whose contractual obligations to the organi
zation for the provision of services through 
the organization have ended from joining or 
forming any competing MedicarePlus organi
zation that is a provider-sponsored organiza
tion in the same area. 

"(k) TREA'l'MENT OF SERVICES FURNISHED BY 
CERTAIN PROVIDERS.-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 
MedicarePlus organization shall accept as 
payment in full for covered services under 
this title that are furnished to such an indi
vidual 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 pay
ment with respect to an individual entitled 
to benefits under this title (but not enrolled 
with a MedicarePlus organization under this 
part) also applies with respect to an indi
vidual so enrolled. 

"(l) DISCLOSURE OF USE OF DSH AND TEACH
ING HOSPITALS.-Each MedicarePlus organi
zation shall provide the Secretary with in
formation on-

"(1) the extent to which the organization 
provides inpatient and outpatient hospital 
benefits under this part-

"(A) through the use of hospitals that are 
eligible for additional payments under sec
tion 1886(d)(5)(F)(i) (relating to so-called 
DSH hospitals), or 

"(B) through the use of teaching hospitals 
that receive payments under section 1886(h); 
and 

"(2) 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. 

"(m) OUT-OF-NETWORK ACCESS.- If an orga
nization offers to members enrolled under 
this section one plan which provides for cov
erage of services covered under parts A and 
B primarily through providers and other per
sons who are members of a network of pro
viders and other persons who have entered 
into a contract with the organization to pro
vide such services, nothing in this section 
shall be construed as preventing the organi
zation from offering such members (at the 
time of enrollment) another plan which pro
vides for coverage of such items which are 
not furnished through such network pro
viders. 

" (n) NON-PREEMPTION OF STATE LAW.-A 
State may establish or enforce requirements 
with respect to beneficiary protections in 
this section, but only if such requirements 
are more stringent than the requirements es
tablished under this section. 

"(O) NONDISCRIMINATION IN SELECTION OF 
NETWORK HEALTH PROFESSIONALS.-

"(1) IN GENERAL.-A MedicarePlus organi
zation offering a MedicarePlus plan offering 
network coverage shall not discriminate in 
selecting the members of its health profes
sional network (or in establishing the terms 
and con<litions for membership in such net
work) on the basis of the race, national ori
gin, gender, age, or disability (other than a 
disability that impairs the ability of an indi
vidual to provide health care services or that 
may threaten the health of enrollees) of the 
health professional. 

"(2) APPROPRIATE RANGE OF SERVICES.- A 
MedicarePlus organization shall not deny 
any health care professionals, based solely 
on the license or certification as applicable 
under State law, the ability to participate in 
providing covered health care services, or be 
reimbursed or indemnified by a network plan 
for providing such services under this part. 

"(2) DEFINITIONS.-For purposes of this sub
section: 

"(A) NETWORK.-The term 'network' 
means, with respect to a MedicarePlus orga
nization offering a MedicarePlus plan, the 
participating health professionals and pro
viders through whom the organization pro-

vides health care items and services to en
rollees. 

" (B ) NETWORK COVERAGE.-The term 'net
work coverage' means a MedicarePlus plan 
offered by a MedicarePlus organization that 
provides or arranges for the provision of 
health care items and services to enrollees 
through participating health professionals 
and providers. 

"(C) PARTICIPATING.-The term 'partici
pating' means, with respect to a health pro
fessional or provider, a health professional or 
provider that provides health care items and 
services to enrollees under network coverage 
under an agreement with the MedicarePlus 
organization offering the coverage. 

"(p) SPECIAL RULE FOR UNRESTRICTED FEE
FOR-SERVICE MSA PLANS.-Subsections (j)(l ) 
and (k) shall not apply to a MedicarePlus or
ganization with respect to an MSA plan it of
fers if the plan does not limit the providers 
through whom benefits may be obtained 
under the plan. 
" PAYMENTS TO MEDICAREPLUS 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 (f), the Secretary shall make monthly 
payments under this section in advance to 
each MedicarePlus organization, with re
spect to coverage of an individual under this 
part in a MedicarePlus payment area for a 
month, in an amount equal to 1/i. 2 of the an
nual MedicarePlus 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, institutional status, and such other 
factors as the Secretary determines to be ap
propriate, so as to ensure actuarial equiva
lence. The Secretary may add to, modify, or 
substitute for such factors, if such changes 
will improve the determination of actuarial 
equivalence. 

"(B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.-The Secretary shall establish sepa
rate rates of payment to a MedicarePlus or
ganization with respect to classes of individ
uals determined to have end-stage renal dis
ease and enrolled in a MedicarePlus plan of 
the organization. Such rates of payment 
shall be actuarially equivalent to rates paid 
to other enrollees in the MedicarePlus pay
ment area (or such other area as specified by 
the Secretary). In accordance with regula
tions, the Secretary shall provide for the ap
plication of the seventh sentence of section 
1881(b)(7) to payments under this section cov
ering the provision of renal dialysis treat
ment in the same manner as such sentence 
applies to composite rate payments de
scribed in such sentence. 

"(2) ADJUSTMENT TO REFLECT NUMBER OF 
ENROLLEES.-

"(A) IN GENERAL.-The amount of payment 
under this subsection may be retroactively 
adjusted to take into account any difference 
between the actual number of individuals en
rolled with an organization under this part 
and the number of such individuals esti
mated to be so enrolled in determining the 
amount of the advance payment. 

"(B) SPECIAL RULE FOR CERTAIN ENROLL
EES.-

" (i) IN GENERAL.-Subject to clause (ii), the 
Secretary may make retroactive adjust
ments under subparagraph (A) to take into 
account individuals enrolled during the pe
riod beginning on the date on which the indi
vidual enrolls with a MedicarePlus organiza
tion under a plan operated, sponsored, or 
contributed to by the individual's employer 
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or former employer (or the employer or 
former employer of the individual 's spouse) 
and ending on the date on which the indi
vidual 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 in
dividual who does not certify that the orga
nization provided the individual with the in
formation required to be disclosed under sec
tion 1852(c) at the time the individual en
rolled with the organization. 

"(3) ESTABLISHMENT OF RISK ADJUSTMENT 
FACTORS.-

"(A) REPORT.-The Secretary shall de
velop, and submit to Congress by not later 
than October 1, 1999, a report on a method of 
risk adjustment of payment rates under this 
section that a·ccounts for variations in per 
capita costs based on health status. Such re
port shall include . an evaluation of such 
method by an outside, independent actuary 
of the actuarial soundness of the proposal. 

"(B) DATA COLLECTION.-In order to carry 
out this paragraph, the Secretary shall re
quire MedicarePlus organizations (and eligi
ble organizations with risk-sharing contracts 
under section 1876) to submit, for periods be
ginning on or after January 1, 1998, data re
garding inpatient hospital services and other 
services and other information the Secretary 
deems necessary. 

"(C) INITIAL IMPLEMENTATION.-The Sec
retary shall first provide for implementation 
of a risk adjustment methodology that ac
counts for variations in per capita costs 
based on health status and other demo
graphic factors for payments by no later 
than January 1, 2000. 

"(b) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.-

"(l) ANNUAL ANNOUNCEMENT.-The Sec
retary shall annually determine, and shall 
announce (in a manner intended to provide 
notice to interested parties) not later than 
August 1 before the calendar year con
cerned-

"(A) the annual MedicarePlus capitation 
rate for each MedicarePlus 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 MedicarePlus organizations of proposed 
changes to be made in the methodology from 
the methodology and assumptions used in 
the previous announcement and shall provide 
such organizations an opportunity to com
ment on such proposed changes. 

"(3) EXPLANATION OF ASSUMPTIONS.-In 
each announcement made under paragraph 
(1), the Secretary shall include an expla
nation of the assumptions and changes in 
methodology used in the announcement in 
sufficient detail so that MedicarePlus orga
nizations can compute monthly adjusted 
MedicarePlus capitation rates for individ
uals in each MedicarePlus payment area 
which is in whole or in part within the serv
ice area of such an organization. 

"(c) CALCULATION OF ANNUAL 
MEDICAREPLUS CAPITATION RATES.-

"(l ) IN GENERAL.-For purposes of this 
part, each annual MedicarePlus capitation 
rate, for a MedicarePlus payment area for a 
contract year consisting of a calendar year, 

is equal to the largest of the amounts speci
fied in the following subparagraphs (A), (B), 
or (C): 

"(A) BLENDED CAPITATION RATE.-The sum 
of-

"(i) area-specific percentage for the year 
(as specified under paragraph (2) for the 
year) of the annual area-specific 
MedicarePlus capitation rate for the year for 
the MedicarePlus payment area, as deter
mined under paragraph (3), and 

"(ii) national percentage (as specified 
under paragraph (2) for the year) of the 
input-price-adjusted annual national 
MedicarePlus capitation rate for the year, as 
determined under paragraph (4), 
multiplied by the payment adjustment fac
tors described in subparagraphs (A) and (B) 
of paragraph (5). 

"(B) MINIMUM AMOUNT.-12 multiplied by 
the following amount: 

"(i) For 1998, $350 (but not to exceed, in the 
case of an area outside the 50 States and the 
District of Columbia, 150 percent of the an
nual per capita rate of payment for 1997 de
termined 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 na
tional per capita MedicarePlus growth per
centage, specified under paragraph (6) for 
that succeeding year. 

"(C) MINIMUM PERCENTAGE INCREASE.-
"(i) For 1998, the annual per capita rate of 

payment for 1997 determined under section 
1876(a)(l)(C) for the MedicarePlus payment 
area. 

"(ii) For 1999 and 2000, 101 percent of the 
annual MedicarePlus capitation rate under 
this paragraph for the area for the previous 
year. 

" (iii) For a subsequent year, 102 percent of 
the annual MedicarePlus capitation rate 
under this paragraph for the area for the pre
vious 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 85 percent and the 'national percentage' is 
15 percent, 

"(C) for 2000, the 'area-specific percentage' 
is 80 percent and the 'national percentage' is 
20 percent, 

" (D) for 2001, the 'area-specific percentage ' 
is 75 percent and the 'national percentage' is 
25 percent, and 

"(E) for a year after 2001, the 'area-specific 
percentage' is 70 percent and the 'national 
percentage ' is 30 percent. 

''(3) ANNUAL AREA-SPECIFIC MEDICAREPLUS 
CAPITATION RATE.-

"(A) IN GENERAL.-For purposes of para
graph (l)(A), subject to subparagraph (B), the 
annual area-specific MedicarePlus capitation 
rate for a MedicarePlus payment area-

"(i) for 1998 is 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 MedicarePlus growth 
percentage for 1998 (as defined in paragraph 
(6)); or 

"(ii) for a subsequent year is the annual 
area-specific MedicarePlus capitation rate 
for the previous year determined under this 
paragraph for the area, increased by the na
tional per capita MedicarePlus growth per
centage for such subsequent year. 

"(B) REMOVAL OF MEDICAL EDUCATION AND 
DISPROPORTIONATE SHARE HOSPITAL PAYMENTS 

FROM CALCULA'l'ION OF ADJUSTED AVERAGE PER 
CAPITA COST.-

" (i) IN GENERAL.-In determining the area
specific MedicarePlus 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 applicable percent (speci
fied in clause (ii)) of the payment adjust
ments described in subparagraph (C). 

" (ii) APPLICABLE PERCENT.-For purposes of 
clause (i), the applicable percent for

"(I) 1998 is 20 percent, 
"(II) 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.-The payment 

adjustments described in this subparagraph 
are payment adjustments which the Sec
retary estimates were payable during 1997-

"(i) under section 1886(d)(5)(F) for hospitals 
serving a disproportionate share of low-in
come patients, 

"(ii) for the indirect costs of medical edu
cation under section 1886(d)(5)(B), and 

"(iii) for direct graduate medical education 
costs under section 1886(h), 
multiplied by a ratio (estimated by the Sec
retary) of total payments under subsection 
(h) and section 1858 in 1998 to payments 
under such subsection and payments under 
such section in such year for hospitals not 
reimbursed under section 1814(b)(3). 

"(4) INPUT-PRICE-ADJUSTED ANNUAL NA
TIONAL MEDICAREPLUS CAPITATION RATE.-

" (A) IN GENERAL.- For purposes of para
graph (l)(A), the input-price-adjusted annual 
national MedicarePlus capitation rate for a 
MedicarePlus payment area for a year is 
equal to the sum, for all the types of medi
care services (as classified by the Secretary), 
of the product (for each such type of service) 
of-

"(i) the national standardized annual 
MedicarePlus 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 renects (for that year 
and that type of services) the relative input 
price of such services in the area compared 
to the national average input price of such 
services. 
In applying clause (iii), the Secretary shall, 
subject to subparagraph (C), apply those in
dices under this title that are used in apply
ing (or updating) national payment rates for 
specific areas and localities. 

"(B) NATIONAL STANDARDIZED ANNUAL 
MEDICAREPLUS CAPITATION RATE.-In subpara
graph (A)(i), the 'national standardized an
nual MedicarePlus capitation rate' for a year 
is equal to-

"(i) the sum (for all MedicarePlus payment 
areas) of the product of-

"(I) the annual area-specific MedicarePlus 
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, 
multiplied by the average of the risk factor 
weights used to adjust payments under sub
section (a)(l)(A) for such beneficiaries in 
such area; divided by 

" (ii) the sum of the products described in 
clause (i)(Il) 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; 
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"(ii) the proportions described in subpara

graph (A)(ii)-
"(I) for part A services shall be the ratio 

(expressed as a percentage) of the national 
average annual per capita rate of payment 
for part A for 1997 to the total national aver
age 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 
adjusted by the index used under section 
1886(d)(3)(E) to adjust payment rates for rel
ative hospital wage levels for hospitals lo
cated 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 phy
sicians' 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 
determined to have end stage renal disease. 
The Secretary may continue to apply the 
rules described in this subparagraph (or simi
lar rules) for 1999. 

"(5) PAYMENT ADJUSTMENT BUDGET NEU
TRALITY FACTORS.-For purposes of para
graph (l)(A)-

"(A) BLENDED RATE PAYMENT ADJUSTMENT 
FACTOR.-For each year, the Secretary shall 
compute a blended rate payment adjustment 
factor such that, not taking into account 
subparagraphs (B) and (C) of paragraph (1) 
and the application of the payment adjust
ment factor described in subparagraph (B) · 
but taking into account paragraph (7), the 
aggregate of the payments that would be 
made under this part is equal to the aggre
gate payments that would have been made 
under this part (not taking into account 
such subparagraphs and such other adjust
ment factor) if the area-specific percentage 
under paragraph (1) for the year had been 100 
percent and the national percentage had 
been 0 percent. 

"(B) FLOOR-AND-MINIMUM-UPDATE PAYMENT 
ADJUSTMENT FACTOR.-For each year, the 
Secretary shall compute a floor-and-min
imum-update payment adjustment factor so 
that, taking into account the application of 
the blended rate payment adjustment factor 
under subparagraph (A) and subparagraphs 
(B) and (C) of paragraph (1) and the applica
tion of the adjustment factor under this sub
paragraph, the aggregate of the payments 
under this part shall not exceed the aggre
gate payments that would have been made 
under this part if subparagraphs (B) and (C) 
of paragraph (1) did not apply and if the 
floor-and-minimum-update payment adjust
ment factor under this subparagraph was 1. 

"(6) NATIONAL PER CAPITA MEDICAREPLUS 
GROWTH PERCENTAGE DEFINED.-

"(A) IN GENERAL.-ln this part, the 'na
tional per capita MedicarePlus growth per
centage' for a year is the percentage deter
mined 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 
this title for an individual entitled to bene
fits under part A and enrolled 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 enroll
ees with end-stage renal disease. Such per
centage shall include an adjustment for over 
or under projection in the growth percentage 
for previous years. 

"(B) ADJUSTMENT.-The number of percent-
age points specified in this subparagraph is

"(i) for 1998, 0.5 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. 
"(7) TREATMENT OF AREAS WITH HIGHLY 

VARIABLE PAYMENT RATES.-ln the case of a 
MedicarePlus payment area for which the 
annual per capita rate of payment . deter
mined under section 1876(a)(l)(C) for 1997 var
ies 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. 

"(d) MEDICAREPLUS PAYMENT AREA DE
FINED.-

"(1) IN GENERAL.-ln this part, except as 
provided in paragraph (3), the term 
'MedicarePlus payment area' means a coun
ty, or equivalent area specified by the Sec
retary. 

"(2) RULE FOR ESRD BENEFICIARIES.-ln the 
case of individuals who are determined to 
have end stage renal disease, the 
MedicarePlus 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 
contract year (beginning after 1998) made at 
least 7 months before the beginning of the 
year, the Secretary shall make a geographic 
adjustment to a MedicarePlus payment area 
in the State otherwise determined under 
paragraph (1)-

"(i) to a single statewide MedicarePlus 
payment area, 

"(ii) to the metropolitan based system de
scribed in subparagraph (C), or 

"(iii) to consolidating into a single 
MedicarePlus payment area noncontiguous 
counties (or equivalent areas described in 
paragraph (1)) within a State. 
Such adjustment shall be effective for pay
ments for months beginning with January of 
the year following the year in which the re
quest is received. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-ln 
the case of a State requesting an adjustment 
under this paragraph, the Secretary shall ad
just the payment rates otherwise established 
under this section for MedicarePlus 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 MedicarePlus payment areas 
in the State in the absence of the adjustment 
under this paragraph. 

"(C) METROPOLITAN BASED SYSTEM.-The 
metropolitan based system described in this 
subparagraph is one in which-

" (i) all the portions of each metropolitan 
statistical area in the State or in the case of 
a consolidated metropolitan statistical area, 
all of the portions of each primary metro
politan statistical area within the consoli
dated arna within the State, are treated as a 
single MedicarePlus payment area, and 

" (ii) all areas in the State that do not fall 
within a metropolitan statistical area are 
treated as a single MedicarePlus payment 
area. 

" (D) AREAS.-ln subparagraph (C), the 
terms 'metropolitan statistical area', 'con
solidated metropolitan statistical area', and 
'primary metropolitan statistical area' mean 
any area designated as such by the Secretary 
of Commerce. 

"(e) SPECIAL RULES FOR INDIVIDUALS 
ELECTING MSA PLANS.-

"(l) IN GENERAL.-If the amount of the 
monthly premium for an MSA plan for a 
MedicarePlus payment area for a year is less 
than 1h2 of the annual MedicarePlus capita
tion 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 MedicarePlus MSA es
tablished (and, if applicable, designated) by 
the individual under paragraph (2). 

"(2) ESTABLISHMENT AND DESIGNA'l'ION OF 
MEDICAREPLUS MEDICAL SA VIN GS ACCOUNT AS 
REQUIREMENT FOR PAYMENT OF CONTRIBU
TION.-ln the case of an individual who has 
elected coverage under an MSA plan, no pay
ment shall be made under paragraph (1) on 
behalf of an individual for a month unless 
the individual-

"(A) has established before the beginning 
of the month (or by such other deadline as 
the Secretary may specify) a MedicarePlus 
MSA (as defined in section 138(b)(2) of the In
ternal Revenue Code of 1986), and 

"(B) if the individual has established more 
than one such MedicarePlus MSA, has des
ignated one of such accounts as the individ
ual's MedicarePlus MSA for purposes of this 
part. 
Under rules under this section, such an indi
vidual may change the designation of such 
account under subparagraph (B) for purposes 
of this part. 

"(3) LUMP SUM DEPOSIT OF MEDICAL SAVINGS 
ACCOUNT CONTRIBUTION.- ln the case of an in
dividual electing an MSA plan effective be
ginning with a month in a year, the amount 
of the contribution to the MedicarePlus MSA 
on behalf 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 termination of such an election as 
of a month before the end of a year, the Sec
retary shall provide for a procedure for the 
recovery of deposits attributable to the re
maining months in the year. 

"(f) PAYMENTS FROM TRUST FUND.-The 
payment to a MedicarePlus organization 
under this section for individuals enrolled 
under this part with the organization and 
payments to a MedicarePlus MSA under sub
section (e)(l) shall be made from the Federal 
Hospital Insurance Trust Fund and the Fed
eral Supplementary Medical Insurance Trust 
Fund in such proportion as the Secretary de
termines reflects the relative weight that 
benefits under part A and under part B rep
resents of the actuarial value of the total 
benefits under this title. Monthly payments 
otherwise payable under this section for Oc
tober 2001 shall be paid on the last business 
day of September 2001. 

"(g) SPECIAL RULE FOR CERTAIN INPATIENT 
HOSPITAL STAYS.-ln the case of an indi
vidual who is receiving inpatient hospital 
services from a subsection (d) hospital (as 
defined in section 1886(d)(l)(B)) as of the ef
fective date of the individual 's-

" (!) election under this part of a 
MedicarePlus plan offered by a MedicarePlus 
organization-

" (A) payment for such services until the 
date of the individual's discharge shall be 
made under this title through the 
MedicarePlus plan or the medicare fee-for
service program option described in section 
1851(a)(l)(A) (as the case may be) elected be
fore the election with such organization, 
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"(B) the elected organization shall not be 

financially responsible for payment for such 
services until the date after the date of the 
individual'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 MedicarePlus organization under this 
part-

" (A) the organization shall be financially 
responsible for payment for such services 
after such date and until the date of the indi
vidual's discharge, 

"(B) payment for such services during the 
stay shall not be made under section 1886(d) 
or by any succeeding MedicarePlus organiza
tion, and 

"(C) the terminated organization shall not 
receive any payment with respect to the in
dividual under this part during the period 
the individual is not enrolled. 

''PREMIUMS 
" SEC. 1854. (a) SUBMISSION AND CHARGING OF 

PREMIUMS.-
"(l) IN GENERAL.-Subject to paragraph (3), 

each MedicarePlus organization shall file 
with the Secretary each year, in a form and 
manner and at a time specified by the Sec
retary-

"(A) the amount of the monthly premium 
for coverage for services under section 
1852(a) under each MedicarePlus plan it of
fers under this part in each· MedicarePlus 
payment area (as defined in section 1853(d)) 
in which the plan is being offered; and 

"(B) the enrollment capacity in relation to 
the plan in each such area. 

"(2) TERMINOLOGY.-In this part-
"(A) the term 'monthly premium' means, 

with respect to a MedicarePlus plan offered 
by a MedicarePlus organization, the monthly 
premium filed under paragraph (1), not tak
ing into account the amount of any payment 
made toward the premium under section 
1853; and 

"(B) the term 'net monthly premium' 
means, with respect to such a plan and an in
dividual enrolled with the plan, the premium 
(as defined in subparagraph (A)) for the plan 
reduced by the amount of payment made to
ward such premium under section 1853. 

" (b) MONTHLY PREMIUM CHARGED.-The 
monthly amount of the premium charged by 
a MedicarePlus org·anization for a Medi 
carePlus plan offered in a MedicarePlus pay
ment area to an individual under this part 
shall be equal to the net monthly premium 
plus any monthly premium charged in ac
cordance with subsection (e)(2) for supple
mental benefits. 

"(c) UNIFORM PREMIUM.-The monthly pre
mium and monthly amount charged under 
subsection (b) of a MedicarePlus organiza
tion under this part may not vary among in
dividuals who reside in the same Medi 
carePlus payment area. 

"(d) TERMS AND CONDITIONS OF IMPOSING 
PREMIUMS.-Each MedicarePlus organization 
shall permit the payment of net monthly 
premiums on a monthly basis and may ter
minate election of individuals for a 
MedicarePlus plan for failure to make pre
mium payments only in accordance with sec
tion 1851(g)(3)(B)(i). A MedicarePlus organi
zation is not authorized to provide for cash 
or other monetary rebates as an inducement 
for enrollment or otherwise. 

"(e) LIMITATION ON ENROLLEE COST-SHAR
ING.-

"(l) FOR BASIC AND ADDITIONAL BENEFITS.
Except as provided in paragraph (2), in no 
event may-

"(A) the net monthly premium (multiplied 
by 12) and the actuarial value of the 

deductibles, coinsurance, and copayments 
applicable on average to individuals enrolled 
under this part with a MedicarePlus plan of 
an organization with respect to required ben
efits described in section 1852(a)(l) and addi
tional benefits (if any) required under sub
section (f)(l) for a year, exceed 

"(B) the actuarial value of the deductibles, 
coinsurance, and copayments that would be 
applicable on average to individuals entitled 
to benefits under part A and enrolled under 
part B if they were not members of a 
MedicarePlus organization for the year. 

" (2) FOR SUPPLEMENTAL BENEFI'l'S.-If the 
MedicarePlus organization provides to its 
members enrolled under this part supple
mental benefits described in section 
1852(a)(3), the sum of the monthly premium 
rate (multiplied by 12) charged for such sup
plemental benefits and the actuarial value of 
its deductibles, coinsurance, and copayments 
charged with respect to such benefits may 
not exceed the adjusted community rate for 
such benefits (as defined in subsection (f)(4)). 

" (3) EXCEPTION FOR MSA PLANS.-Para
graphs (1) and (2) do not apply to an MSA 
plan. 

"(4) DETERMINATION ON OTHER BASIS.-If the 
Secretary determines that adequate data are 
not available to determine the actuarial 
value under paragraph (l)(A) or (2), the Sec
retary may determine such amount with re
spect to all individuals in the MedicarePlus 
payment area, the State, or in the United 
States, eligible to enroll in the MedicarePlus 
plan involved under this part or on the basis 
of other appropriate data. 

"(f) REQUIREMENT FOR ADDITIONAL BENE
FITS.-

" (l) REQUIREMENT.-
" (A) IN GENERAL.-Each MedicarePlus or

ganization (in relation to a MedicarePlus 
plan it offers) shall provide that if there is 
an excess amount (as defined in subpara
graph (B)) for the plan for a contract year, 
subject to the succeeding provisions of this 
subsection, the organization shall provide to 
individuals such additional benefits (as the 
organization may specify) in a value which 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 orga
nization 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, exceeds · 

"(ii) the actuarial value of the required 
benefits described in section 1852(a)(l) under 
the plan for individuals under this part, as 
determined based upon an adjusted commu
nity rate described in paragraph (4) (as re
duced for the actuarial value of the coinsur
ance 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 orga
nization for the year under paragraph (2). 

"(D) No APPLICATION TO MSA PLANS.-Sub
paragraph (A) shall not apply to an MSA 
plan. · 

"(E) UNIFORM APPLICATION.-This para
graph shall be applied uniformly for all en
rollees for a plan in a MedicarePlus payment 
area. 

"(F) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing a 
MedicarePlus organization from providing 
health care benefits that are in addition to 
the benefits otherwise required to be pro-

vided under this paragraph and from impos
ing a premium for such additional benefits. 

"(2) STABILIZATION FUND.-A MedicarePlus 
organization may provide that a part of the 
value of an excess amount described in para
graph (1) be withheld and reserved in the 
Federal Hospital Insurance Trust Fund and 
in the Federal Supplementary Medical Insur
ance Trust Fund (in such proportions as the 
Secretary determines to be appropriate) by 
the Secretary for subsequent annual con
tract periods, to the extent required to sta
bilize and prevent undue fluctuations in the 
additional benefits offered in those subse
quent periods by the organization in accord
ance with such paragraph. Any of such value 
of the amount reserved which is not provided 
as additional benefits described in paragraph 
(l)(A) to individuals electing the 
MedicarePlus plan of the organization in ac
cordance with such paragraph prior to the 
end of such periods, shall revert for the use 
of such trust funds. 

"(3) DETERMINATION BASED ON INSUFFICIENT 
DATA.-For purposes of this subsection, if the 
Secretary finds that there is insufficient en
rollment experience (including no enroll
ment experience in the case of a provider
sponsored organization) to determine an av
erage of the capitation payments to be made 
under this part at the beginning of a con
tract period, the Secretary may determine 
such an average based on the enrollment ex
perience of other contracts entered into 
under this part. 

"(4) ADJUSTED COMMUNITY RA'I'E.-
" (A) IN GENERAL.-For purposes of this sub

section, subject to subparagraph (B), the 
term 'adjusted community rate' for a service 
or services means, at the election of a 
MedicarePlus organization, either-

"(i) the rate of payment for that service or 
services which the Secretary annually deter
mines would apply to an individual electing 
a MedicarePlus plan under this part if the 
rate of payment were determined under a 
'community rating system' (as defined in 
section 1302(8) of the Public Health Service 
Act, other than subparagraph (C)), or 

"(ii) such portion of the weighted aggre
gate premium, which the Secretary annually 
estimates would apply to such an individual, 
as the Secretary annually estimates is at
tributable to that service or services, 
but adjusted for differences between the uti
lization characteristics of the individuals 
electing coverage under this part and the 
utilization characteristics of the other en
rollees with the plan (or, if the Secretary 
finds that adequate data are not available to 
adjust for those differences, the differences 
between the utilization characteristics of in
dividuals selecting other MedicarePlus cov
erage, or MedicarePlus eligible individuals in 
the area, in the State, or in · the United 
States, eligible to elect MedicarePlus cov
erage 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). 

" (B) SPECIAL RULE FOR PROVIDER-SPON
SORED ORGANIZATIONS.-In the case of a 
MedicarePlus organization that is a pro
vider-sponsored organization, the adjusted 
community rate under subparagraph (A) for 
a MedicarePlus plan of the organization may 
be computed (in a manner specified by the 
Secretary) 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. 

" (g) PERIODIC AUDITING.- The Secretary 
shall provide for the annual auditing of the 
financial records (including data relating to 
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medicare utilization, costs, and computation 
of the adjusted community rate) of at least 
one-third of the MedicarePlus organizations 
offering MedicarePlus plans under this part. 
The Comptroller General shall monitoring 
auditing activities conducted under this sub
section. 

" (h) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.-No State may impose a 
premium tax or similar tax with respect to 
premiums on MedicarePlus plans or the of
fering of such plans. 

" ORGANIZATIONAL AND FINANCIAL REQUIRE
MENTS FOR MEDICAREPLUS ORGANIZATIONS; 
PROVIDER-SPONSORED ORGANIZATIONS 

" SEC. 1855. (a) ORGANIZED AND LICENSED 
UNDER STATE LAW.-

"(l) IN GENERAL.-Subject to paragraphs (2) 
and (3), a MedicarePlus organization shall be 
organized and licensed under State law as a 
risk-bearing entity eligible to offer health 
insurance or heal th benefits coverage in each 
State in which it offers a MedicarePlus plan. 

"(2) SPECIAL EXCEPTION FOR PROVIDER-SPON
SORED ORGANIZATIONS.-

, '(A) IN GENERAL.- In the case of a pro
vider-sponsored organization that seeks to 
offer a MedicarePlus plan in a State, the 
Secretary shall waive the requirement of 
paragraph (1) that the organization be li-
censed in that State if- · 

" (i) the organization files an application 
for such waiver with the Secretary, and 

' '(11) 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 sub
paragraph (B), (C), or (D) has been met. 

"(B) FAILURE TO ACT ON LICENSURE APPLICA
TION ON A TIMELY BASIS.-A ground for ap
proval of such a waiver application 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 re
ceipt of the application. No period before the 
date of the enactment of this section shall be 
included in determining such 90-day period. 

" (C) DENIAL OF APPLICATION BASED ON DIS
CRIMINATORY TREATMENT.-A ground for ap
proval of such a waiver application is that 
the State has denied such a licensing appli
cation and-

"(i) the State has imposed documentation 
or information requirements not related to 
solvency requirements that are not generally 
applicable to other entities engaged in sub
stantially similar business, or 

" (ii) the standards or review process im
posed by the State as a condition of approval 
of the license imposes any material require
ments, procedures, or standards (other than 
requirements and standards relating to sol
vency) to such organizations that are not 
generally applicable to other entities en
gaged in substantially similar business. 

" (D) DENIAL OF APPLICATION BASED ON AP
PLICATION OF SOLVENCY REQUIREMENTS.- A 
ground for approval of such a waiver applica
tion is that the State has denied such a li
censing application based (in whole or in 
part) on the organization's failure to meet 
applicable solvency requirements and-

" (i) such requirements are not the same as 
the solvency standards established under 
section 1856(a); or 

" (11) the State has imposed as a condition 
of approval of the license any documentation 
or information requirements relating to sol
vency or other material requirements, proce
dures, or standards relating to solvency that 
are different from the requirements, proce
dures, and standards applied by the Sec
retary under subsection (d)(2). 

For purposes of this subparagraph, the term 
'solvency requirements' means requirements 
relating to solvency and other matters cov
ered under the standards established under 
section 1856(a). 

" (E) TREATMENT OF WAIVER.-Subject to 
section 1852(m), in the case of a waiver 
granted under this paragraph for a provider
sponsored organization-

"(i) the waiver shall be effective for a 36-
month period, except it may be renewed 
based on a subsequent application filed dur
ing the last 6 months of such period, 

"(ii) the waiver is conditioned upon ·the 
pendency of the licensure application during 
the period the waiver is in effect, and 

"(i11) any provisions of State law which re
late to the licensing of the organization and 
which prohibit the organization from pro
viding coverage pursuant to a contract under 
this part shall be superseded. 
Nothing in this subparagraph shall be con
strued as limiting the number of times such 
a waiver may be renewed. Nothing in clause 
(iii) shall be construed as waiving any provi
sion of State law which relates to quality of 
care or consumer protection (and does not 
relate to solvency standards) and which is 
imposed on a uniform basis and is generally 
applicable to other entities engaged in sub
stantially similar business. 

"(F) PROMPT ACTION ON APPLICATION.- The 
Secretary shall grant or deny such a waiver 
application within 60 days after the date the 
Secretary determines that a substantially 
complete application has been filed. Nothing 
in this section shall be construed as pre
venting an organization which has had such 
a waiver application denied from submitting 
a subsequent waiver application. 

"(3) EXCEPTION IF REQUIRED TO OFFER MORE 
THAN MEDICAREPLUS PLANS.-Paragraph (1) 
shall not apply to a MedicarePlus organiza
tion in a State if the State requires the orga
nization, as a condition of licensure, to offer 
any product or plan other than a 
MedicarePlus plan. 

" ( 4) LICENSURE DOES NOT SUBSTITUTE FOR 
OR CONS'rITUTE CERTIFICATION.-The fact that 
an organization is licensed in accordance 
with paragraph (1) does not deem the organi
zation to meet other requirements imposed 
under this part. 

"(b) PREPAID PAYMENT.- A MedicarePlus 
organization shall be compensated (except 
for premiums, deductibles, coinsurance, and 
copayments) for the provision of health care 
services to enrolled members under the con
tract under this part by a payment which is 
paid on a periodic basis without regard to 
the date the health care services are pro
vided and which is fixed without regard to 
the frequency, extent, or kind of health care 
service actually provided to a member. 

" (c) ASSUMPTION OF FULL FINANCIAL 
RISK.-The MedicarePlus organization shall 
assume full financial risk on a prospective 
basis for the provision of the health care 
services (except, at the election of the orga
nization , hospice care) for which benefits are 
required to be provided under section 
1852(a)(l), except that the organization-

" (!) may obtain insurance or make other 
arrangements for the cost of providing to 
any enrolled member such services the ag
gregate value of which exceeds $5,000 in any 
year, 

" (2) may obtain insurance or make other 
arrangements for the cost of such services 
provided to its enrolled members other than 
through the organization because medical 
necessity required their provision before 
they could be secured through the organiza
tion, 

" (3) may obtain insurance or make other 
arrangements for not more than 90 percent 
of the amount by which its costs for any of 
its fiscal years exceed 115 percent of its in
come for such fiscal year, and 

" (4) may make arrangements with physi
cians or other health professionals, health 
care institutions, or any combination of such 
individuals or institutions to assume all or 
part of the financial risk on a prospective 
basis for the provision of basic health serv
ices by the physicians or other health profes
sionals or through the institutions. 

" (d) CERTIFICATION OF PROVISION AGAINST 
RISK OF INSOLVENCY FOR UNLICENSED PSOs.-

"(1) IN GENERAL.-Each MedicarePlus orga
nization that is a provider-sponsored organi
zation, that is not licensed by a State under 
subsection (a), and for which a waiver appli
cation has been approved under subsection 
(a)(2), shall meet standards established under 
section 1856(a) relating to the financial sol
vency and capital adequacy of the organiza
tion. 

" (2) CERTIFICATION PROCESS FOR SOLVENCY 
STANDARDS FOR PSOS.-The Secretary shall 
establish a process for the receipt and ap
proval of applications of a provider-spon
sored organization described in paragraph (1) 
for certification (and periodic recertifi
cation) of the organization as meeting such 
solvency standards. Under such process, the 
Secretary shall act upon such an application 
not later than 60 days after the date the ap
plication has been received. 

' '(e) PROVIDER-SPONSORED ORGANIZATION 
DEFINED.-

" (!) IN GENERAL.-In this part, the term 
'provider-sponsored organization' means a 
public or private entity-

" (A) that is established or organized 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 directly through the provider or affili
ated group of providers, and 

" (C) with respect to which those affiliated 
providers that share, directly or indirectly, 
substantial financial risk with respect to the 
provision of such items and services have at 
least a majority financial interest in the en
tity. 

" (2) SUBSTANTIAL PROPORTION.-In defining 
what is a 'substantial proportion' for pur
poses of paragraph (l)(B), the Secretary-

" (A) shall take into account (i) the need 
for such an organization to assume responsi
bility for a substantial proportion of services 
in order to assure financial stability and (ii) 
the practical difficulties in such an organiza
tion integrating a very wide range of service 
providers; and 

" (B) may vary such proportion based upon 
relevant differences among organizations, 
such as their location in an urban or rural 
area. 

" (3) AFFILIATION.-For purposes of this 
subsection, a provider is 'affiliated' with an
other provider if, through contract, owner
ship, or otherwise-

" (A) one provider, directly or indirectly, 
controls, is controlled by, or is under com
mon control with the other, 

"(B) both providers are part of a controlled 
group of corporations under section 1563 of 
the Internal Revenue Code of 1986, or 

"(C) 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, 
directly or indirectly, owns, controls, or 
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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.-ln 
this subsection, the term 'health care pro
vider' means-

"(A) any individual who is engaged in the 
delivery of health care services in a State 
and who is required by State law or regula
tion to be licensed 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 de
livery of health care services in a State and 
that, if it is required by State law or regula
tion 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 sub
section. 

" ESTABLISHMENT OF STANDARDS 
"SEC. 185&. (a) ESTABLISHMENT OF SOLVENCY 

STANDARDS FOR PROVIDER-SPONSORED ORGA
NIZATIONS.-

"(l) ESTABLISHMENT.-
"(A) IN GENERAL.-The Secretary shall es

tablish, on an expedited basis and using a ne
gotiated rulemaking process under sub
chapter III of chapter 5 of title 5, United 
States Code, standards described in section 
1855(d)(l) (relating to the financial solvency 
and capital adequacy of the organization) 
that entities must meet to qualify as pro
vider-sponsored organizations under this 
part. 

"(B) FACTORS TO CONSIDER FOR SOLVENCY 
STANDARDS.-In establishing solvency stand
ards 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 
organization and ability of such an organiza
tion to provide services directly to enrollees 
through affiliated providers, and 

"(ii) alternative means of protecting 
against insolvency, including reinsurance, 
unrestricted surplus, letters of credit, guar
antees, organizational insurance coverage, 
partnerships with other licensed entities, 
and valuation attributable to the ability of 
such an organization to meet its service obli
gations through direct delivery of care. 

"(C) ENROLLEE PROTECTION AGAINST INSOL
VENCY.-Such standards shall include provi
sions to prevent . enrollees from being held 
liable to any person or entity for the 
MedicarePlus organization's debts in the 
event of the organization's insolvency. 

"(2) PUBLICATION OF NOTICE.-In carrying 
out the rulemaking process under this sub
section, the Secretary, after consultation 
with the National Association of Insurance 
Commissioners, the American Academy of 
Actuaries, organizations 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 
' target date for publication' (referred to in 
section 564(a)(5) of such title) shall be April 
1, 1998. 

"(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 
Secretary 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 short
ened under paragraph (4)), and 

"(B) the nomination of a facilitator under 
section 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 achiev
ing a consensus with regard to the rule
making proceeding and whether such con
sensus is likely to occur before one month 
before the target date for publication of the 
rule. If the committee reports that the com
mittee has failed to make significant 
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.-If the com
mittee is not terminated under paragraph 
(6), the rulemaking committee shall submit 
a report containing a proposed rule by not 
later than one 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 in
terim basis, but is subject to change and re
vision after public notice and opportunity 
for a period (of not less than 60 days) for pub
lic comment. In connection with such rule, 
the Secretary shall specify the process for 
the timely review and approval of applica
tions of entities to be certified as provider
sponsored organizations pursuant to such 
rules and consistent with this subsection. 

"(9) PUBLICATION OF RULE AFTER PUBLIC 
COMMENT.-The Secretary shall provide for 
consideration of such comments and republi
cation of such rule by not later than 1 year 
after the target date of publication. 

"(b) ESTABLISHMENT OF OTHER STAND
ARDS.-

"(1) IN GENERAL.-The Secretary shall es
tablish by regulation other standards (not 
described in subsection (a)) for MedicarePlus 
organizations and plans consistent with, and 
to carry out, this part. 

"(2) USE OF CURRENT STANDARDS.-Con
sistent with the requirements of this part, 
standards established under this subsection 
shall be based on standards established under 
section 1876 to carry out analogous provi
sions of such section. The Secretary shall 
also consider State model and other stand
ards relating to consumer protection and as
suring quality of care. 

"(3) USE OF INTERIM STANDARDS.-For the 
period in which this part is in effect and 
standards are being developed and estab
lished under the preceding provisions of this 
subsection, the Secretary shall provide by 
not later than June 1, 1998, for the applica
tion of such interim standards (without re
gard to any requirements for notice and pub
lic comment) as may be appropriate to pro
vide for the expedited implementation of 
this part. Such interim standards shall not 
apply after the date standards are estab
lished under the preceding provisions of this 
subsection. 

"(4) APPLICATION OF NEW STANDARDS TO EN
TITIES WITH A CONTRACT.-In the case of a 

MedicarePlus organization with a contract 
in effect under this part at the time stand
ards applicable to the organization under 
this section are changed, the organization 
may elect not to have such changes apply to 
the organization until the end of the current 
contract year (or, if there is less than 6 
months remaining in the contract year, until 
1 year after the end of the current contract 
year). 

"(5) RELATION TO STATE LAWS.-Subject to 
section 1852(m), the standards established 
under this subsection shall supersede any 
State law or regulation with respect to 
MedicarePlus plans which are offered by 
MedicarePlus org·anizations under this part 
to the extent such law or regulation is incon
sistent with such standards. The previous 
sentence shall not be construed as super
seding a State law or regulation that is not 
related to solvency, that is applied on a uni
form basis and is generally applicable to 
other entities engaged in substantially simi
lar business, and that provides consumer 
protections in addition to, or more stringent 
than, those provided under the standards 
under this subsection. 

" CONTRACTS WITH MEDICAREPLUS 
ORGANIZATIONS 

"SEC. 1857. (a) IN GENERAL.-The Secretary 
shall not permit the election under section 
1851 of a MedicarePlus plan offered by a 
MedicarePlus 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 sec
tion with the organization with respect to 
the offering of such plan. Such a contract 
with an organization may cover more than 
one MedicarePlus plan. Such contract shall 
provide that the organization agrees to com
ply with the applicable requirements and 
standards of this part and the terms and con
ditions of payment as provided for in this 
part. 

"(b) MINIMUM ENROLLMENT REQUIRE
MENTS.-

"(l) IN GENERAL.- Subject to paragraphs (2) 
and (3), the Secretary may not enter into a 
contract under this section with a 
MedicarePlus organization unless the orga
nization has at least 5,000 individuals (or 
1,500 individuals in the case of an organiza
tion that is a provider-sponsored organiza
tion) who are receiving health benefits 
through the organization, except that the 
standards under section 1856 may permit the 
organization to have a lesser number of 
beneficiaries (but not less than 500 in the 
case of an organization that is a provider
sponsored organization) if the organization 
primarily serves individuals residing outside 
of urbanized areas. 

"(2) EXCEPTION FOR MSA PLAN.-Paragraph 
(1) shall not apply with respect to a contract 
that relates only to an MSA plan. 

"(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 EFFECTIVE
NESS.-

" (l) PERIOD.-Each contract under this sec
tion shall be for a term of at least one year, 
as determined by the Secretary, and may be 
made automatically renewable from term to 
term in the absence of notice by either party 
of intention to terminate at the end of the 
current term. 

"(2) TERMINATION AUTHORITY.-In accord
ance with procedures established under sub
section (h), the Secretary may at any time 
terminate any such contract or may impose 
the intermediate sanctions described in an 
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applicable paragraph of subsection (g)(3) on 
the MedicarePlus organization if the Sec
retary determines that the organization-

"(A) has failed substantially to carry out 
the con tract; 

"(B) is carrying out the contract in a man
ner inconsistent with the efficient and effec
tive administration of this part; or 

"(C) no longer substantially meets the ap
plicable conditions of this part. 

"(3) EFFECTIVE DATE OF CONTRACTS.-The 
effective date of any contract executed pur
suant to this section shall be specified in the 
contract, except that in no case shall a con
tract under this section which provides for 
coverage under an MSA plan be effective be
fore January 1998 with respect to such cov
erage. 

" (4) PREVIOUS TERMINATIONS.-The Sec
retary may not enter into a contract with a 
MedicarePlus organization if a previous con
tract with that organization under this sec
tion was terminated at the request of the or
ganization within the preceding five-year pe
riod, except in circumstances which warrant 
special consideration, as determined by the 
Secretary. 

"(5) CONTRACTING AUTHORI'l'Y.- The author
ity vested in the Secretary by this part may 
be performed without regard to such provi
sions of law or regulations relating to the 
making, performance, amendment, or modi
fication of contracts of the United States as 
the Secretary may determine to be incon
sistent with the furtherance of the purpose 
of this title. 

"(d) PROTECTIONS AGAINST FRAUD AND BEN
EFICIARY PROTECTIONS.-

"(1) INSPECTION AND AUDIT.-Each contract 
under this section shall provide that the Sec
retary, or any person or organization des
ignated by the Secretary-

"(A) shall have the right to inspect or oth
erwise evaluate (i) the quality, appropriate
ness, and timeliness of services performed 
under the contract and (11) the facilities of 
the organization when there is reasonable 
evidence of some need for such inspection, 
and · 

"(B) shall have the right to audit and in
spect any books and records of the 
MedicarePlus organization that pertain (i) to 
the ability of the organization to bear the 
risk of potential financial losses, or (ii) to 
services performed or determinations of 
amounts payable under the contract. 

" (2) 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 de
scription of alternatives for obtaining bene
fits under this title, to each individual en
rolled with the organization under this part. 

' '(3) DISCLOSURE.-
" (A) IN GENERAL.-Each MedicarePlus or

ganization shall, in accordance with regula
tions of the Secretary, report to the Sec
retary financial information which shall in
clude the following: 

"(i) Such information as the Secretary 
may require demonstrating that the organi
zation has a fiscally sound operation. 

" (ii) A copy of the report, if any, filed with 
the Health Care Financing Administration 
containing the information required to be re
ported under section 1124 by disclosing enti
ties. 

"(iii) A description of transactions, as 
specified by the Secretary, between the orga
nization and a party in interest. Such trans
actions shall include-

" (!) any sale or exchange, or leasing of any 
property between the organization and a 
party in interest; 

"(II) any furnishing for consideration of 
goods, services (including management serv
ices), or facilities between the organization 
and a party in interest, but not including 
salaries paid to employees for services pro
vided in the normal course of their employ
ment and health services provided to mem
bers by hospitals and other providers and by 
staff, medical group (or groups), individual 
practice association (or associations), or any 
combination thereof; and 

"(Ill ) any lending of money or other exten
sion of credit between an organization and a 
party in interest. 
The Secretary may require that information 
reported respecting an organization which 
controls , is controlled by, or is under com
mon control with, another entity be in the 
form of a consolidated financial statement 
for the organization 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 em
ployee responsible for management or ad
ministration of a MedicarePlus organization, 
any person who is directly or indirectly the 
beneficial owner of more than 5 percent of 
the equity of the organization, any person 
who is the beneficial owner of a mortgage, 
deed of trust, note, or other interest secured 
by, and valuing more than 5 percent of the 
organization, and, in the case of a 
MedicarePlus organization organized as a 
nonprofit corporation, an incorporator or 
member of such corporation under applicable 
State corporation law; 

"(ii) any entity in which a person described 
in clause (i)-

"(l) is an officer or director; 
"(II) is a partner (if such entity is orga

nized as a partnership); 
"(III) 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 per
cent of the assets of such entity; 

"(iii) any person directly or indirectly con
trolling, controlled by, or under common 
control with an organization; and 

"(iv) any spouse, child, or parent of an in
dividual described in clause (i). 

" (C) ACCESS TO INFORMATION.- Each 
MedicarePlus organization shall make the 
information reported pursuant to subpara
graph (A) available to its enrollees upon rea
sonable request. 

"(4) LOAN INFORMATION.-The contract 
shall require the organization to notify the 
Secretary of loans and other special finan
cial arrangements which are made between 
the organization and subcontractors, affili
ates, and related parties. 

"(e) ADDITIONAL CONTRACT TERMS.-
"(1) IN GENERAL.-The contract shall con

tain such other terms and conditions not in
consistent with this part (including requir
ing the organization to provide the Sec
retary with such information) as the Sec
retary may find necessary and appropriate. 

"(2) COST-SHARING IN ENROLLMENT-RELATED 
cosTs.- The contract with a MedicarePlus 
organization shall require the payment to 
the Secretary for the organization's pro rata 
share (as determined by the Secretary) of the 
estimated costs to be incurred by the Sec
retary in carrying out section 1851 (relating 
to enrollment and dissemination of informa
tion) and section 4360 of the Omnibus Budget 
Reconciliation Act of 1990 (relating to the 
health insurance counseling and assistance 
program). Such payments are appropriated 
to defray the costs described in the preceding 

sentence, to remain available until ex
pended. 

"(3) NOTICE TO ENROLLEES IN CASE OF DE
CERTIFICATION .-If a contract with a 
MedicarePlus organization is terminated 
under this section, the organization shall no
tify each enrollee with the organization 
under this part of such termination. 

" (f) PROMPT PAYMENT BY MEDICAREPLUS 
0RGANIZATION.-

"(1) REQUIREMENT.-A contract under this 
part shall require a MedicarePlus 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 individuals pursu
ant to the contract, if the services or sup
plies are not furnished under a contract be
tween the organization and the provider or 
supplier. 

"(2) SECRETARY'S OPTION TO BYPASS NON
COMPLYING ORGANIZATION.-In the case of a 
MedicarePlus eligible organization which the 
Secretary determines, after notice and op
portunity for a hearing, has failed to make 
payments of amounts in compliance with 
paragraph (1), the Secretary may provide for 
direct payment of the amounts owed to pro
viders and suppliers for covered services and 
supplies furnished to individuals enrolled 
under this part under the contract. If the 
Secretary provides for the direct payments, 
the Secretary shall provide for an appro
priate reduction in the amount of payments 
otherwise made to the organization under 
this part to reflect the amount of the Sec
retary's payments (and the Secretary's costs 
in making the payments). 

"(g) INTERMEDIATE SANCTIONS.-
"(l) IN GENERAL.-If the Secretary deter

mines that a MedicarePlus organization with 
a contract under this section-

"(A) fails substantially to provide medi
cally 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 af
fected (or has substantial likelihood of ad
versely affecting) the individual; 

"(B) imposes net monthly premiums on in
dividuals enrolled under this part in excess 
of the net monthly premiums permitted; 

"(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 
reasonably be expected to have the effect of 
denying or discouraging enrollment (except 
as permitted by this part) by eligible individ
uals with the organization whose medical 
condition or history indicates a need for sub
stantial future medical services; 

"(E) misrepresents or falsifies information 
that is furnished-

" (i) to the Secretary under this part, or 
" (11) to an individual or to any other entity 

under this part; 
"(F) fails to comply with the requirements 

of section 1852(j)(3); or 
"(G) employs or contracts with any indi

vidual or entity that is excluded from par
ticipation under this title under section 1128 
or 1128A for the provision of health care, uti
lization review, medical social work, or ad
ministrative services or employs or con
tracts with any entity for the provision (di
rectly or indirectly) through such an ex
cluded individual or entity of such services; 
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-
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" (A) civil money penalties of not more 

than $25,000 for each determination under 
paragraph (1) or, with respect to a deter
mination under subparagraph (D) or (E)(i) of 
such paragraph, of not more than $100,000 for 
each such determination, plus, with respect 
to a determination under paragraph (l)(B), 
double the excess amount charged in viola
tion of such paragraph (and the excess 
amount charged shall be deducted from the 
penalty and returned to the individual con
cerned), and plus, with respect to a deter
mination under paragraph (l)(D), $15,000 for 
each individual not enrolled as a result of 
the practice involved, 

" (B) suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under paragraph (1) and until the 
Secretary is satisfied that the basis for such 
determination has been corrected and is not 
likely to recur, or 

" (C) suspension of payment to the organi
zation under this part for individuals en
rolled after the date the Secretary notifies 
the organization of a determination under 
paragraph (1) and until the Secretary is sat
isfied that the basis for such determination 
has been corrected and is not likely to recur. 

"(3) OTHER INTERMEDIATE SANCTIONS.-ln 
the case of a MedicarePlus organization 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 following intermediate sanc
tions: 

" (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 determination has directly ad
versely affected (or has the substantial like
lihood of adversely affecting) an individual 
covered under the organization's contract. 

"(B) Civil money penalties of not more 
than $10,000 for each week beginning after 
the initiation of procedures by the Secretary 
under subsection (g) during which the defi
ciency that is the basis of a determination 
under subsection (c)(2) exists. 

"(C) Suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under subsection (c)(2) and until 
the Secretary is satisfied that the deficiency 
that is the basis for the determination has 
been corrected and is not likely to recur. 

" (h) PROCEDURES FOR TERMINA'I'ION.-
" (1) IN GENERAL.-The Secretary may ter

minate a contract with a MedicarePlus orga
nization under this section in accordance 
with formal investigation and compliance 
procedures established by the Secretary 
under which-

" (A) the Secretary provides the organiza
tion with the reasonable opportunity to de
velop and implement a corrective action 
plan to correct the deficiencies that were the 
basis of the Secretary's determination under 
subsection (c)(2); 

" (B) the Secretary shall impose more se
vere sanctions on an organization that has a 
history of deficiencies or that has not taken 
steps to correct deficiencies the Secretary 
has brought to the organization's attention; 

"(C) there are no unreasonable or unneces
sary delays between the finding of a defi
ciency and the imposition of sanctions; and 

" (D) the Secretary provides the organiza
tion with reasonable notice and opportunity 
for hearing (including the right to appeal an 
initial decision) before terminating the con
tract. 

" (2) CIVIL MONEY PENALTIES.-The provi
sions of section 1128A (other than sub-

sections (a) and (b)) shall apply to a civil 
money penalty under subsection (f) or under 
paragraph (2) or (3) of subsection (g) in the 
same manner as they apply to a civil money 
penalty or proceeding under section 1128A(a). 

" (3) EXCEPTION FOR IMMINENT AND SERIOUS 
RISK TO HEALTH.-Paragraph (1) shall not 
apply if the Secretary determines that a 
delay in termination, resulting from compli
ance with the procedures specified in such 
paragraph prior to termination, would pose 
an imminent and serious risk to the health 
of individuals enrolled under this part with 
the organization. 

" DEFINITIONS; MISCELLANEOUS PROVISIONS 

" SEC. 1859. (a) DEFINITIONS RELA'l'ING TO 
MEDICAREPLUS ORGANIZATIONS.-In this 
part-

" (1) MEDICAREPLUS ORGANIZATION.-.The 
term 'MedicarePlus organization' means a 
public or private entity that is certified 
under section 1856 as meeting the require
ments and standards of this part for such an 
organization. 

'' (2) PROVIDER-SPONSORED ORGANIZATION.
The term 'provider-sponsored organization' 
is defined in section 1855(e)(l). 

"(b) DEFINITIONS RELATING TO 
MEDICAREPLUS PLANS.-

" (l) MEDICAREPLUS PLAN.-The term 
'MedicarePlus plan' means health benefits 
coverage offered under a policy, contract, or 
plan by a MedicarePlus organization pursu
ant to and in accordance with a contract 
under section 1857. 

" (2) MSA PLAN.-
"(A) IN GENERAL.-The term 'MSA plan' 

means a MedicarePlus 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 en
rollee 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 co
payments, if the enrollee had elected to re
ceive 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 
" (II) 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 
deductible 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 deductible for the previous contract 
year under this subparagraph increased by 
the national per capita MedicarePlus 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) MEDICAREPLUS ELIGIBLE INDIVIDUAL.

The term 'MedicarePlus eligible individual' 
is defined in section 1851(a)(3). 

" (2) MEDICAREPLUS PAYMENT AREA.- The 
term 'MedicarePlus payment area' is defined 
in section 1853(d). 

" (3) NATIONAL PER CAPITA MEDICAREPLUS 
GROWTH PERCENTAGE.-The 'national per cap
it~ MedicarePlus growth percentage' is de
fined in section 1853(c)(6). 

" (4) MONTHLY PREMIUM; NET MONTHLY PRE
MIUM.-The terms 'monthly premium' and 
'net monthly premium' are defined in sec
tion 1854(a)(2). 

" (d) COORDINATED ACUTE AND LONG-TERM 
CARE BENEFITS UNDER A . MEDICAREPLUS 
PLAN.-Nothing in this part shall be con
strued as preventing a State from coordi
nating benefits under a medicaid plan under 
title XIX with those provided under a 
MedicarePlus 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 FORCER
TAIN MEDICAREPLUS PLANS.-

" (l) IN GENERAL.-In the case of a 
· MedicarePlus religious fraternal benefit so

ciety plan described in paragraph (2), not
withstanding any other provision of this part 
to the contrary and in accordance with regu
lations of the Secretary, the society offering 
the plan may restrict the enrollment of indi
viduals under this part to individuals who 
are members of the church, convention, or 
group described in paragraph (3)(B) with 
which the society is affiliated. 

" (2) MEDICAREPLUS RELIGIOUS FRATERNAL 
BENEFIT SOCIETY PLAN DESCRIBED.-For pur
poses of this subsection, a MedicarePlus reli
gious fraternal benefit society plan described 
in this paragraph is a MedicarePlus plan de
scribed in section 1851(a)(2)(A) that-

"(A) is offered by a religious fraternal ben
efit society described in paragraph (3) only 
to members of the church, convention, or 
group described in paragraph (3)(B); and 

"(B) permits all such members to enroll 
under the plan without regard to health sta
tus-related factors. 
Nothing in this subsection shall be construed 
as waiving any plan requirements relating to 
financial solvency. In developing solvency 
standards under section 1856, the Secretary 
shall take into account open contract and 
assessment features characteristic of fra
ternal insurance certificates. 

" (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 exempt from Federal income tax
ation under section 501(c)(8) of the Internal 
Revenue Code of 1986; 

" (B) is affiliated with, carries out the te
nets 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 MedicarePlus 
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 
membership in the society based on any 
health status-related factor. 

".(4) PAYMENT ADJUSTMENT.-Under regula
tions of the Secretary, in the case of individ
uals enrolled under this part under a 
MedicarePlus religious fraternal benefit so
ciety plan described in paragraph (2), the 
Secretary shall provide for such adjustment 
to the payment amounts otherwise estab
lished under section 1854 as may be appro
priate to assure an appropriate payment 
level, taking into account the actuarial 
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characteristics and experience of such indi
viduals.". 

(b) REPORT ON COVERAGE OF BENEFICIARIES 
WI'l'H END-STAGE RENAL DISEASE.-The Sec
retary of Health and Human Services shall 
provide for a study on the feasibility and im
pact of removing the limitation under sec
tion 185l(b)(3)(B) of the Social Security Act 
(as inserted by subsection (a)) on eligibility 
of most individuals medically determined to 
have end-stage renal disease to enroll in 
MedicarePlus plans. By not later than Octo
ber 1, 1998, the Secretary shall submit to 
Congress a report on such study and shall in
clude in the report such recommendations 
regarding removing or restricting the limita
tion as may be appropriate. 

(C) REPORT ON MEDICAREPLUS TEACHING 
PROGRAMS AND USE OF DSH AND TEACHING 
HOSPITALS.-Based on the information pro
vided to the Secretary of Health and Human 
Services under section 1852(k) of the Social 
Security Act and such information as the 
Secretary may obtain, by not later than Oc
tober 1, 1999, the Secretary shall submit to 
Congress a report on graduate medical edu
cation programs operated by MedicarePlus 
organizations and the extent to which 
MedicarePlus organizations are providing for 
payments to hospitals described in such sec
tion. 
SEC. 4002. TRANSITIONAL RULES FOR CURRENT 

MEDICARE HMO PROGRAM. 
(a) AUTHORIZING TRANSITIONAL WAIVER OF 

50:50 RULE.-Section 1876(f) (42 U.S.C. 
1395mm(f)) ls amended-

(1) in paragraph (2), by striking "The Sec
retary" and inserting "Subject to paragraph 
(4), the Secretary", and 

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

"(4) Effective for contract periods begin
ning after December 31, 1996, the Secretary 
may waive or modify the requirement im
posed by paragraph (1) to the extent the Sec
retary finds that it is in the public inter
est.". 

(b) TRANSITION.-Section 1876 (42 U.S.C. 
1395mm) is amended by adding at the end the 
following new subsection: 

"(k)(l) Except as provided in paragraph (3), 
the Secretary shall not enter into, renew, or 
continue any risk-sharing contract under 
this section with an eligible organization for 
any contract year beginning on or after-

"(A) the date standards for MedicarePlus 
organizations and plans are first established 
under section 1856 with respect to 
MedicarePlus organizations that are insurers 
or health maintenance organizations, or 

"(B) in the case of such an organization 
with such a contract in effect as of the date 
such standards were first established, 1 year 
after such date. 

"(2) The Secretary shall not enter into, 
renew, or continue any risk-sharing contract 
under this section with an eligible organiza
tion for any contract year beginning on or 
after January 1, 2000. 

"(3) An individual who is enrolled in part B 
only and is enrolled in an eligible organiza
tion with a risk-sharing contract under this 
section on December 31, 1998, may continue 
enrollment in such organization in accord
ance with regulations issued by not later 
then July 1, 1998. 

"(4) Notwithstanding subsection (a), the 
Secretary 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 subsection 1876(a), and 

"(B) with respect to individuals only enti
tled to benefits under part B, by substituting 
an appropriate proportion of such rates (re
flecting the relative proportion of payments 
under this title attributable to such part) for 
the payment rates otherwise established 
under subsection (a). 
For purposes of carrying out this paragraph 
for payments for months in 1998, the Sec
retary shall compute, announce, and apply 
the payment rates under section 1853(a) (not
withstanding any deadlines specified in such 
section) in as timely a manner as possible 
and may (to the extent necessary) provide 
for retroactive adjustment in payments 
made under this section not in accordance 
with such rates.". 

(C) ENROLLMENT TRANSITION RULE.-An in
dividual who ls enrolled on December 31, 
1998, with an eligible organization under sec
tion 1876 of the Social Security Act ( 42 
U.S.C. 1395mm) shall be considered to be en
rolled with that organization 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(f) 
(42 U.S.C. 1395c(f)) is amended-

(1) in paragraph (1)-
(A) by inserting "1855(i)," after "1833(s), ", 

and 
(B) by inserting ", MedicarePlus organiza

tion," after "provider of services"; and 
(2) in paragraph (2)(E), by inserting " or a 

MedicarePlus organization" after "section 
1833(a)(l)(A)''. 

(e) Ex.TENSION OF PROVIDER REQUIRE
MENT.-Section 1866(a)(l)(0) (42 U.S.C. 
1395cc(a)(l)(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 MedicarePlus orga
nization 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 facili
ties)"; and 

(5) by inserting " (less any payments under 
section 1858)" after " under this title". 

(f) ADDITIONAL CONFORMING CHANGES.-
(1) CONFORMING REFERENCES TO PREVIOUS 

PART C.-Any reference in law (in effect be
fore 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 90 days after the 
date of the enactment of this Act, the Sec
retary of Health and Human Services shall 
submit to the appropriate committees of 
Congress a legislative proposal providing for 
such technical and conforming amendments 
in the law as are required by the provisions 
of this chapter. 

(g) IMMEDIATE EFFECTIVE DATE FOR CER
TAIN REQUIREMENTS FOR DEMONSTRATIONS.
Section 1857(e)(2) of the Social Security Act 
(requiring contribution to certain costs re
lated to the enrollment process comparative 
materials) applies to demonstrations with 
respect to which enrollment is effected or co
ordinated under section 1851 of such Act. 

(h) USE OF INTERIM, FINAL REGULATIONS.
In order to carry out the amendments made 
by this chapter in a timely manner, the Sec
retary of Health and Human Services may 
promulgate regulations that take effect on 

an interim basis, after notice and pending 
opportunity for public comment. 

(i) TRANSITION RULE FOR PSO ENROLL
MENT .-In applying subsection (g)(l) of sec
tion 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(e)(l) of such Act, as 
inserted by section 4001) for a con tract year 
beginning on or after January 1, 1998, there 
shall be substituted for the minimum num
ber of enrollees provided under such section 
the minimum number of enrollees permitted 
under section 1857(b)(l) of such Act (as so in
serted). 
SEC. 4003. CONFORMING CHANGES IN MEDIGAP 

PROGRAM. 
(a) CONFORMING AMENDMENTS TO 

MEDICAREPLUS 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 

inserting "(including an individual electing 
a MedicarePlus plan under section 1851)" 
after "of this title"; and 

(B) in subclause (Il)-
(i) by inserting "in the case of an indi

vidual not electing a MedicarePlus plan" 
after "(II)'', and 

(ii) by inserting before the comma at the 
end the following: "or in the case of an indi
vidual electing a MedicarePlus plan, a medi
care supplemental policy with knowledge 
that the policy duplicates health benefits to 
which the individual is otherwise entitled 
under the MedicarePlus plan or under an
other medicare supplemental policy". 

(2) CONFORMING AMENDMENTS.-Section 
1882(d)(3)(B)(i)(I) (42 U.S.C. 
1395ss(d)(3)(B)(i)(I)) is amended by inserting 
"(including any MedicarePlus plan)" after 
"health insurance policies". 

(3) MEDICAREPLUS PLANS NOT TREATED AS 
MEDICARE SUPPLEMENTARY POLICIES.-Section 
1882(g)(l) (42 U.S.C. 1395ss(g)(l)) is amended 
by inserting "or a MedicarePlus plan or" 
after " does not include" 

(b) ADDITIONAL RULES RELATING TO INDIVID
UALS ENROLLED IN MSA PLANS.- Section 1882 
(42 U.S.C. 1395ss) is further amended by add
ing at the end the following new subsection: 

"(u)(l) It ls unlawful for a person to sell or 
issue a policy described in paragraph (2) to 
an individual with knowledge that the indi
vidual has in effect under section 1851 an 
election of an MSA plan. 

"(2) A policy described in this subpara
graph is a health insurance policy that pro
vides for coverage of expenses that are other
wise required to be counted toward meeting 
the annual deductible amount provided 
under the MSA plan.". 

Subchapter B-Special Rules for 
MedicarePlus Medical Savings Accounts 

SEC. 4006. MEDICAREPLUS MSA 
(a) IN GENERAL.-Part III of subchapter B 

of chapter 1 of the Internal Revenue Code of 
1986 (relating to amounts specifically ex
cluded from gross income) is amended by re
designating section 138 as section 139 and by 
inserting after section 137 the following new 
section: 
"SEC. 138. MEDICAREPLUS MSA 

"(a) EXCLUSION.- Gross income shall not 
include any payment to the MedicarePlus 
MSA of an individual. by the Secretary of 
Heal th and Human Services under part C of 
title XVIII of the Social Security Act. 

"(b) MEDICAREPLUS MSA.-For purposes of 
this section, the term 'MedicarePlus MSA' 
means a medical savings account (as defined 
in section 220(d))-
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" (1) which is designated as a MedicarePlus 

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 
provides that trustee-to-trustee transfers de
scribed 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)(2) of the Social Security Act. 

" (C) SPECIAL RULES FOR DISTRIBU'l'IONS.
" (l) DISTRIBUTIONS FOR QUALIFIED MEDICAL 

EXPENSES.-In applying section 220 to a 
MedicarePlus MSA-

"(A) qualified medical expenses shall not 
include amounts paid for medical care for 
any individual other than the account hold
er, and 

" (B) section 220(d)(2)(C) shall not apply. 
"(2) PENALTY FOR DISTRIBUTIONS FROM 

MEDICAREPLUS 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 
MedicarePlus MSA which is not used exclu
sively to pay the qualified medical expenses 
of the account holder shall be increased by 50 
percent of the excess (if any) of-

" (i) the amount of such payment or dis
tribution, 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 preceding the calendar year in which 
the taxable year begins, over 

" (II) an amount equal to 60 percent of the 
deductible under the MedicarePlus MSA plan 
covering the account holder as of January 1 
of the calendar year in which the taxable 
year begins. 
Section 220(f)(2) shall not apply to any pay
ment or distribution from a MedicarePlus 
MSA. 

"(B) EXCEPTIONS.-Subparagraph (A) shall 
not apply if the payment or distribution is 
made on or after the date the account hold
er-

"(i) becomes disabled within the meaning 
of section 72(m)(7), or 

" (ii) dies. 
"(C) SPECIAL RULES.-For purposes of sub

paragraph (A)-
" (i) all MedicarePlus MSAs of the account 

holder shall be treated as 1 account, 
" (ii) all payments and distributions not 

used exclusively to pay the qualified medical 
expenses of the account holder during any 
taxable year shall be treated as 1 distribu
tion, 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(f)(2) and paragraph (2) of 
this subsection shall not apply to any pay
ment or distribution from a MedicarePlus 
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 MedicarePlus MSA of 

an account holder to another MedicarePlus 
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 MedicarePlus MSA of a dece
dent, the rules of section 220(f) shall apply in 
lieu of the rules of subsection (c) of this sec
tion with respect to the spouse as the ac
count holder of such MedicarePlus MSA. 

"(e) REPORTS.-In the case of a 
MedicarePlus MSA, the report under section 
220(h)-

"(1) shall include the fair market value of 
the assets in such MedicarePlus 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 
NUMBER OF TAXPAYERS HAVING MEDICAL SAV
INGS AccouN'rs.- Subsection (i) of section 220 
shall not apply to an individual with respect 
to a MedicarePlus MSA, and MedicarePlus 
MSA's shall not be taken into account in de
termining whether the numerical limita
tions under section 220(j) are exceeded. " 

(b) TECHNICAL AMENDMENTS.-
(!) The last sentence of section 4973(d) of 

such Code is amended by inserting " or sec
tion 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 
following 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 amend
ed by striking the last item and inserting 
the following: 

" Sec. 138. MedicarePlus MSA. 
" Sec. 139. Cross references to other Acts. " . 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1998. 

Subchapter C-GME, IME, and DSH 
Payments for Managed Care Enrollees 

SEC. 4008. GRADUATE MEDICAL EDUCATION AND 
INDIRECT MEDICAL EDUCATION 
PAYMENTS FOR MANAGED CARE EN· 
ROLLEES. 

(a) PAYMENTS TO MANAGED CARE ORGANIZA
TIONS OPERATING GRADUATE MEDICAL EDU
CATION PROGRAMS.-Section 1853 (as inserted 
by section 4001) is amended by adding at the 
end the following: 

" (h) PAYMENTS FOR DIRECT COSTS OF GRAD
UATE MEDICAL EDUCATION PROGRAMS.-

" (!) ADDITIONAL PAYMENT TO BE MADE.- Ef
fective January 1, 1998, each contract with a 
MedicarePlus organization under this sec
tion (and each risk-sharing contract with an 
eligible organization under section 1876) 
shall provide for an additional payment for 
Medicare's share of allowable direct grad
uate medical education costs incurred by 
such an organization for an approved med
ical residency program. 

" (2) ALLOWABLE COSTS.- If the organization 
has an approved medical residency program 
that incurs all or substantially all of the 
costs of the program, subject to section 
1858(a)(3), the allowable costs for such a pro
gram shall equal the national average per 

r esident amount times the number of full
time-equivalent residents in the program in 
non-hospital settings. 

" (3) DEFINITIONS.-As used in this sub
section: 

" (A) The terms 'approved medical resi
dency program', 'direct graduate medical 
education costs' , and 'full-time-equivalent 
residents ' have the same meanings as under 
section 1886(h). 

" (B) The term 'Medicare 's share ' means, 
with respect to a MedicarePlus or eligible or
ganization, the ratio of the number of indi
viduals enrolled with the organization under 
this part (or enrolled under a risk-sharing 
contract under section 1876, respectively) to 
the total number of individuals enrolled with 
the organization. 

" (C) The term 'national average per resi
dent amount' means an amount estimated by 
the Secretary to equal the weighted average 
amount that would be paid per full-time
equivalent resident under section 1886(h) for 
the calendar year (determined separately for 
primary care residency programs as defined 
under section 1886(h) (including obstetrics 
and gynecology residency programs) and for 
other residency programs).". 

(b) PAYMENTS TO HOSPITALS FOR DIRECT 
AND INDIRECT COSTS OF GRADUATE MEDICAL 
EDUCATION PROGRAMS ATTRIBUTABLE TO MAN
AGED CARE ENROLLEES.- Part c of title 
XVIII, as amended by section 4001, is amend
ed by inserting after section 1857 the fol
lowing new section: 

" PAYMENTS TO HOSPITALS FOR CERTAIN COSTS 
ATTRIBUTABLE TO MANAGED CARE ENROLLEES 
" SEC. 1858. (a) COSTS OF GRADUATE MEDICAL 

EDUCATION.-
" (!) IN GENERAL.-For portions of cost re

porting periods occurring on or after Janu
ary 1, 1998, the Secretary shall provide for an 
additional payment amount for each sub
section (d) hospital (as defined in section 
1886(d)(l)(B)), each PPS-exempt hospital de
scribed in clause (i) through (v) of such sec
tion, and for each hospital reimbursed under 
a reimbursement system authorized section 
1814(b)(3) that---

" (A) furnishes services to individuals who 
are enrolled under a risk-sharing contract 
with an eligible organization under section 
1876 and who are entitled to part A and to in
dividuals who are enrolled with a 
MedicarePlus organization under part C, and 

" (B) has an approved medical residency 
training program. 

" (2) PAYMENT AMOUNT.-
" (A) IN GENERAL.-Subject to paragraph 

(3)(B), the amount of the payment under this 
subsection shall be the sum of-

" (i) the amount determined under subpara
graph (B), and 

" (ii) the amount determined under sub
paragraph (C). 
Clause (ii) shall not apply in the case of a 
hospital that is not a PPS-exempt hospital 
described in clause (i) through (v) of section 
1886(d)(l)(B), 

"(B) DIRECT AMOUNT.-The amount deter
mined under this subparagraph for a period 
is equal to the product of-

" (i) the aggregate approved amount (as de
fined in section 1886(h)(3)(B)) for that period; 
and 

"(ii) the fraction of the total number of in
patient-bed-days (as established by the Sec
retary) during the period which are attrib
utable to individuals described in paragraph 
(1). 

" (C) INDIRECT AMOUNT._:..The amount deter
mined under this subparagraph is equal to 
the product of-



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12331 
"(i) the amount of the indirect teaching 

adjustment factor applicable to the hospital 
under section 1886(d)(5)(B); and 

"(ii) the product of-
"(I) the number of discharges attributable 

to individuals described in paragraph (1), and 
"(II) the estimated average per discharge 

amount that would otherwise have been paid 
under section 1886(d)(l)(A) if the individuals 
had not been enrolled as described in such 
paragraph. 

"(D) SPECIAL RULE.-The Secretary shall 
establish rules for the application of sub
paragraph (B) and for the computation of the 
amounts described in subparagraph (C)(i)) 
and subparagraph (C)(ii)(I) to a hospital re
imbursed under a reimbursement system au
thorized under section 1814(b)(3) in a manner 
similar to the manner of applying such sub
paragraph and computing such amounts as if 
the hospital were not reimbursed under such 
section. · 

"(3) LIMITATION.-
"(A) DETERMINATIONS.-At the beginning of 

each year, the Secretary shall-
"(i) estimate the sum of the amount of the 

payments under this subsection and the pay
ments under section 1853(h), for services or 
discharges occurring in the year, and 

"(ii) determine the amount of the annual 
payment limit under subparagraph (C) for 
such year. 

"(B) IMPOSITION OF LIMIT.-If the amount 
estimated under subparagraph (A)(i) for a 
year exceeds the amount determined under 
subparagraph (A)(ii) for the year, then the 
Secretary shall adjust the amounts of the 
payments described in subparagraph (A)(i) 
for the year in a pro rata manner so that the 
total of such payments in the year do not ex
ceed the annual payment limit determined 
under subparagraph (A)(ii) for that year. 

"(C) ANNUAL PAYMENT LIMIT.-
"(i) IN GENERAL.- The annual payment 

limit under this subparagraph for a year is 
the sum, over all counties or MedicarePlus 
payment areas, of the product of-

"(I) the annual GME per capita payment 
rate (described in clause (ii)) for the county 
or area, and 

"(II) the Secretary's projection of average 
enrollment of individuals described in para
graph (1) who are residents of that county or 
area, adjusted to reflect the relative demo
graphic or risk characteristics of such en
rollees. 

"(ii) GME PER CAPITA PAYMENT RATE.-The 
GME per capita payment rate described in 
this clause for a particular county or 
MedicarePlus payment area for a year is the 
GME proportion (as specified in clause (iii)) 
of the annual MedicarePlus capitation rate 
(as calculated under section 1853(c)) for the 
county or area and year involved. 

"(iii) GME PROPORTION.-For purposes of 
clause (ii), the GME proportion for a county 
or area and a year is equal to the phase-in 
percentage (specified in clause (vi)) of the 
ratio of (I) the projected GME payment 
amount for the county or area (as deter
mined under clause (v)), to (II) the average 
per capita cost for the county or area for the 
year (determined under clause (vi)) . 

"(iv) PHASE-IN PERCENTAGE.-The phase-in 
percentage specified in this clause for

" (I) 1998 is 20 percent, 
"(II) 1999 is 40 percent, 
"(III) 2000 is 60 percent, 
"(IV) 2001 is 80 percent, or 
"(V) any subsequent year is 100 percent. 
"(v) PROJECTED GME PAYMENT AMOUNT.-

he projected GME payment amount for a 
county or area-

"(!) for 1998, is the amount included in the 
per capita rate of payment for 1997 deter-

mined under section 1876(a)(l)(C) for the pay
ment a djustments described in section 
1886(d)(5)(B) and section 1886(h) for that 
county or area, adjusted by the general GME 
update factor (as defined in clause (vii)) for 
1998, or 

" (II) for a subsequent year, is the projected 
GME payment amount for the county or area 
for the previous year, adjusted by the gen
eral GME update factor for such subsequent 
year. 
The Secretary shall determine the amount 
described in subclause (I) for a county or 
other area that includes hospitals reim
bursed under section 1814(b)(3) as though 
such hospitals had not been reimbursed 
under such section. 

"(vi) AVERAGE PER CAPITA COS'l'.- The aver
age per capita cost for the county or area de
termined under this clause for-

"(I) 1998 is the annual per capita rate of 
payment for 1997 determined under section 
1876(a)(l)(C) for the county or area, increased 
by the national per capita MedicarePlus 
growth percentage for 1998 (as defined in sec
tion 1853(c)(6), but determined without re
gard to the adjustment described in subpara
graph (B) of such section); or 

" (II) a subsequent year is the average per 
capita cost determined under this clause for 
the previous year increased by the national 
per capita MedicarePlus growth percentage 
for the year involved (as defined in section 
1853(c)(6), but determined without regard to 
the adjustment described in subparagraph 
(B) of such section). 

"(vii) GENERAL GME UPDATE FACTOR.- For 
purposes of clause (v), the 'general HME up
date fac tor' for a year is equal to the Sec
retary's estimate of the national average 
percentage change in average per capita pay
ments under sections 1886(d)(5)(B) and 1886(h) 
from the previous year to the year involved. 
Such amount takes into account changes in 
law and regulation affecting payment 
amounts under such sections. " . 
SEC. 4009. DISPROPORTIONATE SHARE HOSPITAL 

PAYMENTS FOR MANAGED CARE EN· 
ROLLEES. 

Section 1858, as inserted by section 4008(b), 
is further amended by adding at the end the 
following new subsection: 

" (b) DISPROPORTIONATE SHARE HOSPITAL 
PAYMENTS.-

" (!) IN GENERAL.- For portions of cost re
porting periods occurring on or after Janu
ary 1, 1998, the Secretary shall provide for an 
additional payment amount for each sub
section (d) hospital (as defined in section 
1886(d)(l )(B)) and for each hospital reim
bursed a demonstration project reimburse
ment system under section 1814(b)(3) that-

"(A) furnishes services to individuals who 
are enrolled under a risk-sharing contract 
with an eligible organization under section 
1876 and who are entitled to part A and to in
dividuals who are enrolled with a 
MedicarePlus organization under this part, 
and 

"(B) is (or, if it were not reimbursed under 
section 1814(b)(3), would qualify as) a dis
proportionate share hospital described in 
section 1886(d)(5)(F)(i). 

"(2) AMOUNT OF PAYMENT.- Subject to para
graph (3)(B), the amount of the payment 
under this subsection shall be the product 
of-

"(A) the amount of the disproportionate 
share adjustment percentage applicable to 
the hospital under section 1886(d)(5)(F); and 

"(B) the product described in subsection 
(a)(2)(C)(i1). 
The Secretary shall establish rules for the 
computation of the amount described in sub-

paragraph (A) for a hospital reimbursed 
under section 1814(b)(3): 

"(3) LIMIT.-
"(A) DETERMINATION.-At the beginning of 

each year, the Secretary shall-
"(i) estimate the sum of the payments 

under this subsection for services or dis
charges occurring in the year, and 

"(ii) determine the amount of the annual 
payment limit under subparagraph (C)) for 
such year. 

"(B) IMPOSITION OF LIMIT.-If the amount 
estimated under subparagraph (A)(i) for a 
year exceeds the amount determined under 
subparagraph (A)(ii) for the year, then the 
Secretary shall adjust the amounts of the 
payments under this subsection for the year 
in a pro rata manner so that the total of 
such payments in the year do not exceed the 
annual payment limit determined under sub
paragraph (A)(ii) for that year. 

' " (C) ANNUAL PAYMENT LIMIT.-The annual 
payment limit under this subparagraph for a 
year shall be determined in the same manner 
as the annual payment limit is determined 
under clause (i) of subsection (a)(3)(C), ex
cept that, for purposes of this clause, any 
reference in clauses (i) through (vii) of such 
subsection-

"(i) to a payment adjustment under sub
section (a) is deemed a reference to a pay
ment adjustment under this subsection, or 

"(ii) to payments or payment adjustments 
under section 1886(d)(5)(B) and 1886(h) is 
deemed a reference to payments and pay
ment adjustments under section 
1886(d)(5)(F).". 

CHAPTER 2-INTEGRATED LONG-TERM 
CARE PROGRAMS 

Subchapter A-Programs of All-inclusive 
Care for the Elderly (PACE) 

SEC. 4011. REFERENCE TO COVERAGE OF PACE 
UNDER THE MEDICARE PROGRAM. 

For provision amending title XVIII of the 
Social Security Act to provide for payments 
to, and coverage of benefits under, Programs 
of All-inclusive Care for the Elderly (PACE), 
see section 3431. 
SEC. 4012. REFERENCE TO ESTABLISHMENT OF 

PACE PROGRAM i\S MEDICAID 
STATE OPTION. 

For provision amending title XIX of the 
Social Security Act to establish the PACE 
program as a medicaid State option, see sec
tion 3432. 

Subchapter B-Social Health Maintenance 
Organizations 

SEC. 4015. SOCIAL HEALTH MAINTENANCE ORGA· 
NIZATIONS (SHMOS). 

(a) EXTENSION OF DEMONSTRATION PROJECT 
AUTHORITIES.-Section 4018(b) of the Omni
bus 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 in
serting " 36,000" . 

(b) REPORT ON INTEGRATION AND TRANSI
TION.-

(1) IN GENERAL.- The Secretary of Health 
and Human Services shall submit to Con
gress, by not later than January 1, 1999, a 
plan for the integration of health plans of
fered by social health maintenance organiza
tions (including SHMO I and SHMO II sites 
developed under section 2355 of the Deficit 
Reduction Act of 1984 and under the amend
ment made by section 4207(b)(3)(B)(i) of 
OBRA- 1990, respectively) and similar plans 
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as an option under the MedicarePlus pro
gram under part C of title XVIII of the So
cial Security Act. 

(2) PROVISION FOR TRANSITION.- Such plan 
shall include a transition for social health 
maintenance organizations operating under 
demonstration project authority under such 
section. 

(3) PAYMENT POLICY.-The report shall also 
include recommendations on appropriate 
payment levels for plans offered by such or
ganizations, including an analysis of the ap
plication of risk adjustment factors appro
priate to the population served by such orga
nizations. 

Subchapter C-Other Programs 
SEC. 4018. ORDERLY TRANSITION OF MUNICIPAL 

HEALTH SERVICE DEMONSTRATION 
PROJECTS. 

Section 9215 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, as amend
ed by section 6135 of OBRA-1989 and section 
13557 of OBRA- 1993, is further amended-

(1) by inserting "(a)" before " The Sec
retary", and 

(2) by adding at the end the following: 
"Subject to subsection (c), the Secretary 
may further extend such demonstration 
projects through December 31, 2000, but only 
with respect to individuals are enrolled with 
such projects before January 1, 1998. 

"(b) The Secretary shall work with each 
such demonstration project to develop a 
plan, to be submitted to the Committee on 

·Ways and Means of the House of Representa
tives and the Committee on Finance of the 
Senate by March 31, 1998, for the orderly 
transition of demonstration projects and the 
project enrollees to a non-demonstration 
project health care delivery system, such as 
through integration with private or public 
health plan, including a medicaid managed 
care or MedicarePlus plan. 

" (c) A demonstration project under sub
section (a) which does not develop and sub
mit a transition plan under subsection (b) by 
March 31, 1998, or, if later, 6 months after the 
date of the enactment of this Act, 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 
enrollees may be minimized.". 
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 Rec
onciliation Act of 1987 may be conducted for 
an additional period of 2 years, and the dead
line for any report required relating to the 
results of such projects shall be not later 
than 6 months before the end of such addi
tional period. 

CHAPTER 3-MEDICARE PAYMENT 
ADVISORY COMMISSION 

SEC. 4021. 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 
Advisory Commission (in this section re
ferred to as the 'Commission'). 

"(b) DUTIES.-
"(1) REVIEW OF PAYMENT POLICIES AND AN

NUAL REPOR'l'S.-The Commission shall-
"(A) review payment policies under this 

title, including the topics described in para
graph (2); 

" (B) make recommendations to Congress 
concerning such payment policies; and 

" (C) by not later than March 1 of each year 
(beginning with 1998), submit a report to 
Congress containing the results of such re
views and its recommendations concerning 
such policies and an examination of issues 
affecting the medicare program. 

"(2) SPECIFIC TOPICS TO BE REVIEWED.-
" (A) MEDICAREPLUS PROGRAM.-Specifi

cally, the Commission shall review, with re
spect to the MedicarePlus program under 
part C, the following: 

"(i) The methodology for making payment 
to plans under such program, including the 
making of differential payments and the dis
tribution of differential updates among dif
ferent payment areas. 

" (ii) The mechanisms used to adjust pay
ments for risk and the need to adjust such 
mechanisms to take into account health sta
tus of beneficiaries. 

" (iii) The implications of risk selection 
both among MedicarePlus organizations and 
between the MedicarePlus option and the 
medicare fee-for-service option. 

"(iv) The development and implementation 
of mechanisms to assure the quality of care 
for those enrolled with MedicarePlus organi
zations. 

"(v) The impact of the MedicarePlus pro
gram on access to care for medicare bene
ficiaries. 

"(vi) The appropriate role for the medicare 
program in addressing the needs of individ
uals with chronic illnesses. 

"(vii) Other major issues in implementa
tion and further development of the 
MedicarePlus program. 

" (B) FEE-FOR-SERVICE SYSTEM.- Specifi
cally, the Commission shall review payment 
policies under parts A and B, including-

"(i) the factors affecting expenditures for 
services in different sectors, including the 
process for updating hospital, skilled nursing 
facility, physician, and other fees, 

" (ii) payment methodologies, and 
"(iii) their relationship to access and qual

ity of care for medicare beneficiaries. 
"(C) INTERACTION OF MEDICARE PAYMENT 

POLICIES WITH HEALTH CARE DELIVERY GEN
ERALLY.-Specifically, the Commission shall 
review the effect of payment policies under 
this title on the delivery of health care serv
ices other than under this title and assess 
the implications of changes in health care 
delivery in the United States and in the gen
eral market for health care services on the 
medicare program. 

" (3) COMMENTS ON CERTAIN SECRETARIAL RE
PORTS.-If the Secretary submits to Congress 
(or a committee of Congress) a report that is 
required by law and that relates to payment 
policies under this title, the Secretary shall 
transmit a copy of the report to the Commis
sion. 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 submit to the appropriate 
committees of Congress written comments 
on such report. Such comments 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 additional reports to the appro
priate committees of Congress, from time to 
time on such topics relating to the program 
under this title as may be requested by such 

chairmen and members and as the Commis
sion deems appropriate. 

" (5) AVAILABILITY OF REPORTS.- The Com
mission 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.-For pur
poses of this section. the term 'appropriate 
committees of Congress' means the Commit
tees on Ways and Means and Commerce of 
the House of Representatives and the Com
mittee on Finance of the Senate. 

" (c) MEMBERSHIP.-
" (!) NUMBER AND APPOINTMENT.- The Com

mission shall be composed of 11 members ap
pointed by the Comptroller General. 

" (2) QUALIFICATIONS.-
"(A) IN GENERAL.-The membership of the 

Commission shall include individuals with 
national recognition for their expertise in 
health finance and economics, actuarial 
science, health facility management, health 
plans and integrated delivery systems, reim
bursement 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 bal
ance between urban and rural representa
tives. 

" (B) INCLUSION.-The membership of the 
Commission shall include (but not be limited 
to) physicians and other health profes
sionals, employers, third party payers. indi
viduals skilled in the conduct and interpre
tation of biomedical, health services, and 
health economics research and expertise in 
outcomes and effectiveness research and 
technology assessment. Such membership 
shall also include representatives of con
sumers and the elderly. 

" (C) MAJORITY NONPROVIDERS.-Individuals 
who are directly involved in the provision, or 
management of the delivery, of items and 
services covered under this title shall not 
constitute a majority of the membership of 
the Commission. 

"(D) ETHICAL DISCLOSURE.-The Comp
troller General shall establish a system for 
public disclosure by members of the Commis
sion of financial and other potential con
flicts of interest relating 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 
staggered terms for the members first ap
pointed. 

"(B) V ACANCIES.-Any member appointed 
to fill a vacancy occurring before the expira
tion of the term for which the member's 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem
ber may serve after the expiration of that 
member's term until a successor has taken 
office. A vacancy in the Commission shall be 
filled in the manner in which the original ap
pointment was made. 

"(4) COMPENSATION.-While serving on the 
business of the Commission (including trav
eltime), a member of the Commission shall 
be entitled to compensation at the per diem 
equivalent of the rate provided for level IV of 
the Executive Schedule under section 5315 of 
title 5, United States Code; and while so 
serving away from home and member's reg
ular place of business, a member may be al
lowed travel expenses, as authorized by the 
Chairman of the Commission. Physicians 
serving as personnel of the Commission may 
be provided a physician comparability allow
ance by the Commission in the same manner 
as Government physicians may be provided 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12333 
such an allowance by an agency under sec
tion 5948 of title 5, United States Code, and 
for such purpose subsection (i) of such sec
tion shall apply to the Commission in the 
same manner as it applies to the Tennessee 
Valley Authority. 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 appoint
ment. 

"(6) MEETINGS.-The Commission shall 
meet at the call of the Chairman. 

"(d) DIRECTOR AND STAFF; ExPERTS AND 
CONSULTANTS.-Subject to such review as the 
Comptroller General deems necessary to as
sure the efficient administration of the Com
mission, the Commission may-

"(1) employ and fix the compensation of an 
Executive Director (subject to the approval 
of the Comptroller General) and such other 
personnel as may be necessary to carry out 
its duties (without regard to the provisions 
of title 5, United States Code, governing ap
pointments in the competitive service); 

"(2) seek such assistance and support as 
may be required in the performance of its du
ties from appropriate Federal departments 
and agencies; 

"(3) enter into contracts or make other ar
rangements, as may be necessary for the 
conduct of the work of the Commission 
(without regard to section 3709 of the Re
vised Statutes (41 U.S.C. 5)); 

"(4) make advance, progress, and other 
payments which relate to the work of the 
Commission; 

"(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 inter
nal organization and operation of the Com
mission. 

"(e) POWERS.-
"(!) OBTAINING OFFICIAL DATA.-The Com

mission may secure directly from any de
partment or agency of the United States in
formation necessary to enable it to carry out 
this section. Upon request of the Chairman, 
the head of that department or agency shall 
furnish that information to the Commission 
on an agreed upon schedule. 

"(2) DATA COLLECTION.-In 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 accord
ance with this section, 

" (B) carry out, or award grants or con
tracts for, original research and experimen
tation, where existing information is inad
equate, and 

"(C) adopt procedures allowing any inter
ested party to submit information for the 
Commission's use in making reports and rec
ommendations. 

"(3) ACCESS OF GAO TO INFORMATION.-The 
Comptroller General shall have unrestricted 
access to all deliberations, records, and non
proprietary data of the Commission, imme
diately upon request. 

"(4) PERIODIC AUDIT.-The Commission 
shall be subject to periodic audit by the 
Comptroller General. 

"(f) AUTHORIZATION OF APPROPRIATIONS.
"(!) REQUEST FOR APPROPRIATIONS.-The 

Commission shall submit requests for appro-

priations in the same manner as the Comp
troller General submits requests for appro
priations, 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 sec
tion. 60 percent of such appropriation shall 
be payable from the Federal Hospital Insur
ance Trust Fund, and 40 percent of such ap
propriation shall be payable from the Fed
eral Supplementary 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 
"Prospective Payment Assessment Commis
sion" each place it appears in subsection 
(a)(l)(D) and subsection (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 by 
striking subparagraph (B) of subsection 
(f)(l). 

(C) CONFORMING AMENDMENTS.-Section 
1848 (42 U.S.C. 1395w-4) is amended by strik
ing " Physician Payment Review Commis
sion" and inserting "Medicare Payment Ad
visory Commission" each place it appears in 
subsections (c)(2)(B)(ii1), (g)(6)(C), and 
(g)(7)(C). 

(C) EFFECTIVE DATE; TRANSITION.-
(!) IN GENERAL.-The Comptroller General 

shall first provide for appointment of mem
bers 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 
MedPAC are first appointed, the Comptroller 
General , in consultation with the Prospec
tive Payment Assessment Commission (in 
this subsection referred to as "ProPAC") and 
the Physician Payment Review Commission 
(in this subsection referred to as " PPRC"), 
shall provide for the termination of the 
ProP AC and the PPRC. As of the date of ter
mination of the respective Commissions, the 
amendments made by paragraphs (1) and (2), 
respectively, of subsection (b) become effec
tive. The Comptroller General, to the extent 
feasible , shall provide for the transfer to the 
MedP AC of assets and staff of the ProP AC 
and the PPRC, without any loss of benefits 
or seniority by virtue 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. 

(3) CONTINUING RESPONSIBILITY FOR RE
PORTS.-The MedPAC 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 es
tablishment of the MedPAC) by the ProPAC 
and the PPRC, and, for this purpose, any ref
erence in law to either such Commission is 
deemed, after the appointment of the 
MedPAC, to refer to the MedPAC. 

CHAPTER 4-MEDIGAP PROTECTIONS 
SEC. 4031. MEDIGAP PROTECTIONS. 

(a) GUARANTEEING ISSUE WITHOUT PRE
EXISTING CONDITIONS FOR CONTINUOUSLY Cov-

ERED INDIVIDUALS.-Section 1882(s) (42 u.s.c. 
1395ss(s)) is amended-

(1) in paragraph (3), by striking "para
graphs (1) and (2)" and inserting "this sub
section" , 

(2) by redesignating paragraph (3) as para
graph (4), and 

(3) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3)(A) The issuer of a medicare supple
mental policy-

"(i) may not deny or condition the 
issuance or effectiveness of a medicare sup
plemental 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 
experience, receipt of health care, or medical 
condition; and 

"(iii) may not impose an exclusion of bene
fits 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 sub
paragraph is an individual described in any 
of the following clauses: 

"(i) The individual is enrolled under an 
employee welfare benefit plan that provides 
health benefits that supplement the benefits 
under this title and the plan terminates or 
ceases to provide all such supplemental 
health benefits to the individual. 

"(ii) The individual is enrolled with a 
MedicarePlus organization under a 
MedicarePlus plan under part C, and there 
are circumstances permitting discontinu
ance of the individual's election of the plan 
under section 185l(e)(4). 

"(iii) The individual is enrolled with an eli
gible organization under a contract under 
section 1876, a similar organization operating 
under demonstration project authority, with 
an organization under an agreement under 
section 1833(a)(l)(A), or with an organization 
under a policy described in subsection (t), 
and such enrollment ceases under the same 
circumstances that would permit discontinu
ance of an individual's election of coverage 
under 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 of coverage under such policy. 

" (iv) The individual is enrolled under a 
medicare supplemental policy under this sec
tion and such enrollment ceases because-

"(!) 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 appli
cable State law for the continuation of such 
coverage; 

"(II) the issuer of the policy substantially 
violated a material provision of the policy; 
or 

"(Ill) the issuer (or an agent or other enti
ty acting on the issuer·'s behalf) materially 
misrepresented the policy's provisions in 
marketing the policy to the individual. 

"(v) The individual-
" (!) was enrolled under a medicare supple

mental policy under this section, 
"(II) subsequently terminates such enroll

ment and enrolls, for the first time, with any 
MedicarePlus organization under a 
MedicarePlus plan under part C, any eligible 
organization under a contract under section 
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1876, any similar organization operating 
under demonstration project authority, any 
organization under an agreement under sec
tion 1833(a)(l)(A), or any policy described in 
subsection (t), and 

"(III) the subsequent enrollment under 
subclause (II) is terminated by the enrollee 
during the first 6 months (or 3 months for 
terminations occurring on or after January 
1, 2003) of such enrollment. 

"(vi) The individual-
"(I) was enrolled under a medicare supple

mental policy under this section, 
"(II) subsequently terminates such enroll

ment and enrolls, for the first time, during 
or after the annual, coordinated election pe
riod under section 1851(e)(3)(B) occurring 
during 2002, with an organization or policy 
described in clause (v)(II), and 

"(III) the subsequent enrollment under 
subclause (II) is terminated by the enrollee 
during the next annual, coordinated election 
period under such section; 

"(C)(i) Subject to clauses (ii) and (iii), a 
medicare supplemental policy described in 
this subparagraph 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 
supplemental policy described in this sub
paragraph also includes (if available from 
the same issuer) the same medicare supple
mental policy referred to in such subpara
graph in which the individual was most re
cently previously enrolled. 

"(iii) For purposes of applying this para
graph in the case of a State that provides for 
offering of benefit packages other than under 
the classification referred to in clause (i), 
the references to benefit packages in such 
clause are deemed references to comparable 
benefit packages offered in such State. 

"(D) At the time of an event described in 
subparagraph (B) because of which an indi
vidual ceases enrollment or loses coverage or 
benefits under a contract or agreement, pol
icy, 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 individual, and obligations 
of issuers of medicare supplemental policies, 
under subparagraph (A).". 

(b) LIMITATION ON IMPOSITION OF PRE
EXISTING CONDITION EXCLUSION DURING INI
TIAL 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 following new 
subparagraph: 

"(D) In the ca;;e of a policy issued during 
the 6-month period described in subpara
graph (A) to an in di victual who is 65 years of 
age or older as of the date of issuance and 
who as of the date of the application for en
rollment has a continuous period of cred
itable coverage (as defined in 2701(c) of the 
Public Health Service Act) of-

"(i) at least 6 months, the policy may not 
exclude benefits based on a pre-existing con
dition; or 

"(ii) of less than 6 months, if the policy ex
cludes benefits based on a preexisting condi
tion, the policy shall reduce the period of 
any preexisting condition exclusion by the 
aggregate of the periods of creditable cov
erage (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 270l(a)(3) of such Act.". 

(C) 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. 

(d) TRANSITION PROVISIONS.-
(1) IN GENERAL.-If the Secretary of Health 

and Human Services identifies a State as re
quiring a change to its statutes or regula
tions to conform its regulatory program to 
the changes made by this section, the State 
regulatory program shall not be considered 
to be out of compliance with the require
ments of section 1882 of the Social Security 
Act due solely to failure to make such 
change until the date specified in paragraph 
(4). 

(2) NAIC STANDARDS.-If, within 9 months 
after the date of the enactment of this Act, 
the National Association of Insurance Com
missioners (in this subsection referred to as 
the "NAIC") modifies its NAIC Model Regu
lation relating to section 1882 of the Social 
Security Act (referred to in such section as 
the 1991 NAIC Model Regulation, as modified 
pursuant to section 171(m)(2) of the Social 
Security Act Amendments of 1994 (Public 
Law 103-432) and as modified pursuant to sec
tion 1882(d)(3)(A)(vi)(IV) of the Social Secu
rity Act, as added by section 271(a) of the 
Health Insurance Portability and Account
ability Act of 1996 (Public Law 104-191) to 
conform to the amendments made by this 
section, such revised regulation incor
porating the modifications shall be consid
ered to be the applicable NAIC model regula
tion (including the revised NAIC model regu
lation and the 1991 NAIC Model Regulation) 
for the purposes of such section. 

(3) SECRETARY STANDARDS.-If the NAIC 
does not make the modifications described in 
paragraph (2) within the period specified in 
such paragraph, the Secretary of Health and 
Human Services shall make the modifica
tions described in such paragraph and such 
revised regulation incorporating the modi
fications shall be considered to be the appro
priate Regula ti on 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 conform its regulatory pro
gram to the changes made by this section, or 

(ii) 1 year after the date the NAIC or the 
Secretary first makes the modifications 
under paragraph (2) or (3), respectively. 

(B) ADDITIONAL LEGISLATIVE ACTION RE
QUIRED.-In the case of a State which the 
Secretary identifies as-

(i) requiring State legislation (other than 
legislation appropriating funds) to conform 
its regulatory 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 beg·in
ning 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. 

SEC. 4032. MEDICARE PREPAID COMPETITIVE 
PRICING DEMONSTRATION 
PROJECT. 

(a) ESTABLISHMENT OF PROJECT.-The Sec
retary of Health and Human Services shall 
provide, beginning not later than 1 year after 
the date of the enactment of this Act, for im
plementation of a project (in this section re
ferred to as the " project") to demonstrate 
the application of, and the consequences of 
applying, a market-oriented pricing system 
for the provision of a full range of medicare 
benefits in a geographic area. 

(b) RESEARCH DESIGN ADVISORY COM
MITTEE.-

(1) IN GENERAL.-Before implementing the 
project under this section, the Secretary 
shall appoint a national advisory committee, 
including independent actuaries and individ
uals with expertise in competitive health 
plan pricing, to make recommendations to 
the Secretary concerning the appropriate re
search design for implementing the project. 

(2) INITIAL RECOMMENDATIONS.- The com
mittee initially shall submit recommenda
tions respecting the method for area selec
tion, benefit design among plans offered, 
structuring choice among health plans of
fered, methods for setting the price to be 
paid to plans, collection of plan information 
(including information concerning quality 
and access to care), information dissemina
tion, and methods of evaluating the results 
of the project. 

(3) ADVICE DURING IMPLEMENTATION.-Upon 
implementation of the project, the com
mittee shall continue to advise the Sec
retary on the application of the design in dif
ferent areas and changes in the project based 
on experience with its operations. 

(c) AREA SELECTlON.-
(1) IN GENERAL.-Taking into account the 

recommendations of the advisory committee 
submitted under subsection (b), the Sec
retary shall designate areas in which the 
project will operate. 

(2) APPOINTMENT OF AREA ADVISORY COM
MITTEE.-Upon the designation of an area for 
inclusion in the project, the Secretary shall 
appoint an area advisory committee, com
posed of representatives of health plans, pro
viders, and medicare beneficiaries in the 
area, to advise the Secretary concerning how 
the project will actually be implemented in 
the area. Such advice may include advice 
concerning the marketing and pricing of 
plans in the area and other salient factors 
relating. 

(d) MONITORING AND REPORT.-
(1) MONITORING IMPACT.- Taking into con

sideration the recommendations of the gen
eral advisory committee (appointed under 
subsection (b)), the Secretary shall closely 
monitor the impact of projects in areas on 
the price and quality of, and access to, medi
care covered services, choice of health plan, 
changes in enrollment, and other relevant 
factors. 

(2) REPORT.-The Secretary shall periodi
cally report to Congress on the progress 
under the project under this section. 

(e) WAIVER AUTHORITY.-The Secretary of 
Health and Human Services may waive such 
requirements of section 1876 (and such re
quirements of part C of title XVIII, as 
amended by chapter 1), of the Social Secu
rity Act as may be necessary for the pur
poses of carrying out the project. 

(f) RELATIONSHIP TO OTHER AUTHORITY.
Except pursuant to this section the Sec
retary of Heal th and Human Services may 
not conduct or continue any medicare dem
onstration project relating to payment of 
health maintenance organizations, 
MedicarePlus organizations, or similar pre
paid managed care entities on the basis of a 
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competitive bidding process or pricing sys
tem described in subsection (a) rather than 
on the bases described in section 1853 or 1876 
of the Social Security 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 performed 
within 11 months following the month in 
which a previous 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 mam
mography (as described in section 1861(jj))". 

(C) CONFORMING AMENDMENT.-Section 
1834(c)(l)(C) of such Act (42 U.S.C. 
1395m(c)(l)(C)) is amended by striking", sub
ject to the deductible established under sec
tion 1833(b), ". 

(d) EFFECTIVE DATE.- 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.
Section 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 "cer
vical" each place it appears; 

(3) by striking "(nn)" and inserting 
"(nn)(l) " ; 

(4) by striking " 3 years" and all that fol
lows and inserting ''3 years, or during the 
preceding year in the case of a woman de
scribed in paragraph (3)."; and 

(5) by adding at the end the following new 
paragraphs: 

"(2) The term 'screening pelvic exam' 
means an pelvic examination provided to a 
woman if the woman involved has not had 
such an examination 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 not had 
a test described in this subsection during 
each of the preceding 3 years that did not in
dicate the presence of cervical or vaginal 
cancer; or 

"(B) is at high risk of developing cervical 
or vaginal cancer (as determined pursuant to 
factors identified by the Secretary).". 

(b) WAIVER 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 de
scribed in section 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 serv
ices described in section 1861(nn)(2))" . 

(e) E FFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 

(f) REPORT ON RESCREENING PAP SMEARS.
Not later than 6 months after the date of the 
enactment of this Act, the Secretary of 
Health and Human Services shall submit to 
Congress a report on the extent to which the 
use of supplemental computer-assisted diag
nostic tests consisting of interactive auto
mated computer-imaging of an exfoliative 
cytology test, in conjunction with the pap 
smears, improves the early detection of cer
vical or vaginal cancer and the costs impli
cations for coverage of such supplemental 
tests under the medicare program. 
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 sub

paragraphs (N) and (0), and 
(B) by inserting after subparagraph (0) the 

following new subparagraph: 
"(P) prostate cancer screening tests (as de

fined in subsection (oo)); and"; and 
(2) by adding at the end the following new 

subsection: 
" Prostate Cancer Screening Tests 

"(oo)(l) The term 'prostate cancer screen
ing test· means a test that consists of any 
(or all) of the procedures described in para
graph (2) provided for the purpose of early 
detection of prostate cancer to a man over 50 
years of age who has not had such a test dur
ing the preceding year. 

''(2) The procedures described in this para-
graph are as follows: 

"(A) A digital rectal examination. 
"(B) A prostate-specific antigen blood test. 
"(C) For years beginning after 2001, such 

other procedures as the Secretary finds ap
propriate for the purpose of early detection 
of prostate cancer, taking into account 
changes in technology and standards of med
ical practice, availability. effectiveness, 
costs, and such other factors as the Sec
retary considers appropriate." . 

(b) P AYMENT FOR PROS1'ATE-SPECIFIC ANTI
GEN BLOOD TEST UNDER CLINICAL DIAGNOSTIC 
LABORATORY TEST FEE SCHEDULES.-Section 
1833(h)(l)(A) (42 U.S.C. 1395l(h)(l)(A)) is 
amended by inserting after " laboratory 
tests" the following: "(including prostate 
cancer screening tests under section 1861(00) 
consisting of prostate-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 

semicolon at the end and inserting ", and", 
and 

(C) by adding at the end the following new 
su bparagTaph: 

"(G) in the case of prostate cancer screen
ing tests (as defined in section 1861(00)), 
which are performed more frequently than is 
covered under such section;"; and 

(2) in paragraph (7), by striking " paragraph 
(l)(B) or under paragraph (l)(F)" and insert
ing "subparagraphs (B), (F), or (G) of para
graph (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 amend-

ed by inserting "(2)(P) (with respect to serv
ices described in subparagraphs (A) and (C) of 
section 1861(00)," after "(2)(G )" 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
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 
amended-

( 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 following new 

subparagraph: 
"(R) colorectal cancer screening tests (as 

defined 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 furnished to an individual for the 
purpose of early detection of colorectal can
cer: 

"(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) Screening barium enema, if found by 
the Secretary to be an appropriate alter
native to screening flexible sigmoidoscopy 
under subparagraph (B) or screening 
colonoscopy under subparagraph (C). 

"(E) For years beginning after 2002, such 
other procedures as the Secretary finds ap
propriate for the purpose of early detection 
of colorectal cancer, taking into account 
changes in technology and standards of med
ical practice, availability, effectiveness, 
costs, and such other factors as the Sec
retary considers appropriate. 

"(2) In paragraph (l)(C), an 'individual at 
high risk for colorectal cancer' is an indi
vidual who, because of family history, prior 
experience of cancer or precursor neoplastic 
polyps, a history of chronic digestive disease 
condition (including inflammatory bowel 
disease, Crohn's Disease, or ulcerative coli
tis), the presence of any appropriate recog
nized gene markers for colorectal cancer, or 
other predisposing factors, faces a high risk 
for colorectal cancer." . 

(2) DEADLINE FOR DECISION ON COVERAGE OF 
SCREENING BARIUM ENEMA.-Not later than 2 
years after the date of the enactment of this 
section, the Secretary of Health and Human 
Services shall issue and publish a determina
tion on the treatment of screening barium 
enema as a colorectal cancer screening test 
under section 1861(pp) (as added by subpara
graph (B)) as an alternative procedure to a 
screening flexible sigmoidoscopy or screen
ing colonoscopy. 

(b) FREQUENCY AND PAYMENT LIMITS.-
(1) IN GENERAL.-;-Section 1834 (42 u.s.c. 

1395m) is amended by inserting after sub
section (c) the following new subsection: 

"(d) FREQUENCY AND PAYMENT LIMI'rS FOR 
COLORECTAL CANCER SCREENING TESTS.-

"(l) SCREENING FECAL-OCCULT BLOOD 
TESTS.-

"(A) PAYMENT LIMIT.-In establishing fee 
schedules under section 1833(h) with respect 
to colorectal cancer screening tests con
sisting of screening fecal-occult blood tests, 
except as provided by the Secretary under 
paragraph (4)(A), the payment amount estab
lished for tests performed-
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"(i) in 1998 shall not exceed $5; and 
"(ii) in a subsequent year, shall not exceed 

the limit on the payment amount estab
lished under this subsection for such tests 
for the preceding year, adjusted by the appli
cable adjustment under section 1833(h) for 
tests performed in such year. 

"(B) FREQUENCY LIMIT.-Subject to revision 
by the Secretary under paragraph (4)(B), no 
payment may be made under this part for 
colorectal cancer screening test consisting of 
a screening fecal-occult 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-oc
cult blood test. 

"(2) SCREENING FLEXIBLE SIGMOIDOSCOP
IES.-

"(A) FEE SCHEDULE.-The Secretary shall 
establish a payment amount under section 
1848 with respect to colorectal cancer screen
ing tests consisting of screening flexible 
sigmoidoscopies that is consistent with pay
ment amounts under such section for similar 
or related services, except that such pay
ment amount shall be established without 
regard to subsection (a)(2)(A) of such section. 

"(B) PAYMENT LIMIT.-In the case of screen
ing flexible sigmoidoscopy services-

"(i) the payment amount may not exceed 
such amount as the Secretary specifies, 
based upon the rates recognized under this 
part for diagnostic flexible sigmoidoscopy 
services; and 

"(ii) that, in accordance with regulations, 
may be performed in an ambulatory surgical 
center and for which the Secretary permits 
ambulatory surgical center payments under 
this part and that are performed in an ambu
latory surgical center or hospital outpatient 
department, the payment amount under this 
part may not exceed the lesser of (I) the pay
ment rate that would apply to such services 
if they were performed in a hospital out
patient department, or (II) the payment rate 
that would apply to such services if they 
were performed in an ambulatory surgical 
center. 

"(C) SPECIAL RULE FOR DETECTED LESIONS.
If during the course of such screening flexi
ble sigmoidoscopy, a lesion or growth is de
tected which results in a biopsy or removal 
of the lesion or growth, payment under this 
part shall not be made for the screening 
flexible sigmoidoscopy but shall be made for 
the procedure classified as a flexible 
sigmoidoscopy with such biopsy or removal. 

"(D) FREQUENCY LIMIT.-Subject to revi
sion by the Secretary under paragraph (4)(B), 
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 performed within 
the 47 months after a previous screening 
flexible sigmoidoscopy. 

"(3) SCREENING COLONOSCOPY FOR INDIVID
UALS AT HIGH RISK FOR COLORECTAL CANCER.-

"(A) FEE SCHEDULE.-The Secretary shall 
establish a payment amount under section 
1848 with respect to colorectal cancer screen
ing test consisting of a screening 
colonoscopy for individuals at high risk for 
colorectal cancer (as defined in section 
1861(pp)(2)) that is consistent with payment 
amounts under such section for similar or re
lated services, except that such payment 
amount shall be established without regard 
to subsection (a)(2)(A) of such section. 

"(B) PAYMENT LIMIT.-In the case of screen
ing colonoscopy services-

" (i) the payment amount may not exceed 
such amount as the Secretary specifies, 

based upon the rates recognized under this 
part for diagnostic colonoscopy services; and 

"(ii) that are performed in an ambulatory 
surgical center or hospital outpatient de
partment, the payment amount under this 
part may not exceed the lesser of (I) the pay
ment rate that would apply to such services 
if they were performed in a hospital out
patient department, or (II) the payment rate 
that would apply to such services if they 
were performed in an ambulatory surgical 
center. 

"(C) SPECIAL RULE FOR DETECTED LESIONS.
If during the course of such screening 
colonoscopy, a lesion or growth is detected 
which results in a biopsy or removal of the 
lesion or growth, payment under this part 
shall not be made for the screening 
colonoscopy but shall be made for the proce
dure classified as a colonoscopy with such bi
opsy or removal. 

"(D) FREQUENCY LIMIT.-Subject to revi
sion by the Secretary under paragraph ( 4)(B), 
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 proce
dure is performed within the 23 months after 
a previous screening colonoscopy. 

"(4) REDUCTIONS IN PAYMENT LIMIT AND RE
VISION OF FREQUENCY.-

"(A) REDUCTIONS IN PAYMENT LIMIT FOR 
SCREENING FECAL-OCCULT BLOOD TESTS.-The 
Secretary shall review from time to time the 
appropriateness of the amount of the pay
ment limit established for screening fecal
occult blood tests under paragraph (l)(A). 
The Secretary may, with respect to tests 
performed in a year after 2000, reduce the 
amount of such limit as it applies nationally 
or in any area to the amount that the Sec
retary estimates is required to assure that 
such tests of an appropriate quality are read
ily and conveniently available during the 
year. 

"(B) REVISION OF FREQUENCY.-
" (i) REVIEW.- The Secretary shall review 

periodically the appropriate frequency for 
performing colorectal cancer screening tests 
based on age and such other factors as the 
Secretary believes to be pertinent. 

"(ii) REVISION OF FREQUENCY.-The Sec
retary, taking into consideration the review 
made under clause (i), may revise from time 
to time the frequency with which such tests 
may be paid for under this subsection, but no 
such revision shall apply to tests performed 
before January 1, 2001. 

"(5) LIMITING CHARGES OF NONPARTICI
PATING PHYSICIANS.-

"(A) IN GENERAL.- In the case of a 
colorectal cancer screening test consisting of 
a screening flexible sigmoidoscopy or a 
screening colonoscopy provided to an indi
vidual at high risk for colorectal cancer for 
which payment may be made under this part, 
if a nonparticipating physician provides the 
procedure to an individual enrolled under 
this part, the physician may not charge the 
individual more than the limiting charge (as 
defined in section 1848(g)(2)). 

"(B) ENFORCEMENT.- If a physician or sup
plier knowing and willfully imposes a charge 
in violation of subparagraph (A), the Sec
retary may apply sanctions against such 
physician or supplier in accordance with sec
tion 18420)(2). ". 

(2) SPECIAL RULE FOR SCREENING BARIUM 
ENEMA.-If the Secretary of Health and 
Human Services issues a determination 
under subsection (a)(2) that screening bar
ium enema should be covered as a colorectal 
cancer screening test under section 1861(pp) 
(as added by subsecti.on (a)(l)(B)), the Sec-

retary shall establish frequency limits (in
cluding revisions of frequency limits) for 
such procedure consistent with the fre
quency limits for other colorectal cancer 
screening tests under section 1834(d) (as 
added by subsection (b)(l)), and shall estab
lish payment limits (including limits on 
charges of nonparticipating physicians) for 
such procedure consistent with the payment 
limits under part B of title XVIII for diag
nostic barium enema procedures. 

(C) CONFORMING AMENDMENTS.-(!) Para
gTaphs (l)(D) and (2)(D) of section 1833(a) (42 
U.S.C. 1395l(a)) are each amended by insert
ing " 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 
Secretary" and inserting " Subject to para
graphs (1) and (4)(A) of section 1834(d), the 
Secretary". 

(3) Clauses (i) and (ii) of section 
1848(a)(2)(A) (42 U.S.C. 1395w-4(a)(2)(A)) are 
each amended by inserting after "a service" 
the following: "(other than a colorectal can
cer screening test consisting of a screening 
colonoscopy provided to an individual at 
high risk for colorectal cancer or a screening 
flexible sigmoidoscopy)". 

(4) Section 1862(a) (42 U.S.C. 1395y(a)), as 
amended by section 4103(c), is amended-

(A) in paragraph (1)-
(i) in subparagraph (F), by striking " and" 

at the end, 
(ii) in subparagraph (G), by striking the 

semicolon at the end and insertfog ", and'', 
and 

(iii) by adding at the end the following 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) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 4105. DIABETES SCREENING TESTS. 

(a) COVERAGE OF DIABETES OUTPATIENT 
SELF-MANAGEMENT TRAINING SERVICES.-

(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 following new 

subparagraph: 
''(S) diabetes outpatient self-management 

training· services (as defined in subsection 
(qq)); and"; and 

(B) 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 to 
an individual with diabetes by a certified 
provider (as described in paragraph (2)(A)) in 
an outpatient setting by an individual or en
tity who meets the quality standards de
scribed in paragraph (2)(B), but only if the 
physician who is managing the individual's 
diabetic condition certifies that such serv
ices are needed under a comprehensive plan 
of care related to the individual 's diabetic 
condition to provide the individual with nec
essary skills and knowledge (including skills 
related to the self-administration of 
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injectable drugs) to participate in the man
agement of the individual's condition. 

"(2) In paragraph (1)-
"(A) a 'certified provider' is a physician, or 

other individual or entity designated by the 
Secretary, that, in addition to providing dia
betes outpatient self-management training 
services, provides other items or services for 
which payment may be made under this 
title; and 

"(B) a physician, or such other individual 
or entity, meets the quality standards de
scribed 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 individual or entity meets 
applicable standards originally established 
by the National Diabetes Advisory Board and 
subsequently revised by organizations who 
participated in the establishment of stand
ards by such Board, or is recognized by an or
ganization that represents individuals (in
cluding individuals under this title) with di
abetes as meeting standards for furnishing 
the services.''. 

(2) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.- Section 1848(j)(3)(42 U.S.C. 1395w-
4(j)(3)) as amended in sections 4102 and 4103, 
is amended by inserting " (2)(S)," before 
"(3)," . 

(3) CONSULTATION WITH ORGANIZATIONS IN 
ESTABLISHING PAYMENT AMOUNTS FOR SERV
ICES PROVIDED BY PHYSICIANS.-In estab
lishing payment amounts under section 1848 
of the Social Security Act for physicians' 
services consisting of diabetes outpatient 
self-management training services, the Sec
retary of Health and Human Services shall 
consult with appropriate organizations, in
cluding such organizations representing indi
viduals or medicare beneficiaries with diabe
tes, in determining the relative value for 
such services under section 1848(c)(2) of such 
Act. 

(b) BLOOD-TESTING STRIPS FOR INDIVIDUALS 
WITH DIABETES.-

(1) INCLUDING STRIPS AND MONITORS AS DU
RABLE MEDICAL EQUIPMEN'r.-The first sen
tence of section 186l(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 indi
viduals 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 add
ing before the period the following: "(re
duced 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 
appropriate organizations, shall establish 
outcome measures, including glysolated he
moglobin (past 90-day average blood sugar 
levels), for purposes of evaluating the im
provement of the health status of medicare 
beneficiaries with diabetes mellitus. 

(2) RECOMMENDATIONS FOR MODIFICATIONS 
TO SCREENING BENEFITS.-Taking into ac
count information on the health status of 
medicare beneficiaries with diabetes 
mellitus as measured under the outcome 
measures established under subparagraph 
(A), 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 program. 

(d) EFFECTIVE DATE.- The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 4106. STANDARDIZATION OF MEDICARE 

COVERAGE OF BONE MASS MEAS
UREMENTS. 

(a) IN GENERAL.- Section 1861 (42 u.s.c. 
1395x), as amended by sections 4103(a), 
4104(a), 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 

paragraph (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 
following new paragraph: 

"(15) bone mass measurement (as defined 
in subsection (rr))."; and 

(2) by inserting after subsection (qq) the 
following new subsection: 

" Bone Mass Measurement 
"(rr)(l) The term 'bone mass measurement' 

means a radiologic or radioisotopic proce
dure or other procedure approved by the 
Food and Drug Administration performed on 
a qualified individual (as defined in para
graph (2)) for the purpose of identifying bone 
mass or detecting bone loss or determining 
bone quality, and includes a physician's in
terpretation of the results of the procedure. 

"(2) For purposes of this subsection, the 
term 'qualified individual' means an indi
vidual who is (in accordance with regula
tions prescribed by the Secretary)-

"(A) an estrogen-deficient woman at clin
ical risk for osteoporosis; 

"(B) an individual with vertebral abnor
malities; 

"(C) an individual receiving long-term 
glucocorticoid steroid therapy; 

"(D) an individual with primary 
hyperparathyroidism; or 

"(E) an individual being monitored to as
sess the response to or efficacy of an ap
proved osteoporosis drug therapy. 

"(3) The Secretary shall establish such 
standards regarding the frequency with 
which a qualified individual shall be eligible 
to be provided benefits for bone mass meas
urement 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, 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 measurements performed on or after 
July l, 1998. 
SEC. 4107. VACCINES OUTREACH EXPANSION. 

(a) EXTENSION OF INFLUENZA AND PNEUMO
COCCAL VACCINATION CAMPAIGN.-In order to 
increase utilization of pneumococcal and in
fluenza vaccines in medicare beneficiaries, 
the Influenza and Pneumococcal Vaccination 
Campaign carried out by the Health Care Fi-

nancing Administration in conjunction with 
the Centers for Disease Control and Preven
tion and the National Coalition for Adult 
Immunization, is extended until the end of 
fiscal year 2002. 

(b) APPROPRIATION.-There are hereby ap
propriated for each of fiscal years 1998 
through 2002, $8,000,000 to the Campaign de
scribed in subsection (a). Of the amount of 
such appropriation in each fiscal year, 60 
percent of such appropriation shall be pay
able from the Federal Hospital Insurance 
Trust Fund, and 40 percent shall be payable 
from the Federal Supplementary Medical In
surance Trust Fund under title XVIII of the 
Social Security Act (42 U.S.C. 1395i, 1395t). 
SEC. 4108. STUDY ON PREVENTIVE BENEFITS. 

(a) STUDY.-The Secretary of Health and 
Human Services shall request the National 
Academy of Sciences, in conjunction with 
the United States Preventive Services Task 
Force, to analyze the expansion or modifica
tion of preventive benefits provided to medi
care beneficiaries under title XVIII of the 
Social Security Act. The analysis shall con
sider both the short term and long term ben
efits, 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 sub
section (a) to the Committee on Ways and 
Means and the Committee on Commerce of 
the House of Representatives and the Com
mittee on Finance of the Senate. 

(2) CONTENTS.- Such report shall include 
specific findings with respect to coverage of 
the following preventive benefits: 

(A) Nutrition therapy, including parenteral 
and enteral nutrition. 

(B) Skin cancer screening. 
(C) Medically necessary dental care. 
(D) Routine patient care costs for bene

ficiaries enrolled in approved clinical trial 
programs. 

(E) Elimination of time limitation for cov
erage of immunosuppressive drugs for trans
plant patients. 

(3) FUNDING.-From funds appropriated to 
the Department of Health and Human Serv
ices for fiscal years 1998 and 1999, the Sec
retary shall provide for such funding as may 
be necessary for the conduct of the analysis 
by the National Academy of Sciences under 
this section. 

Subtitle C-Rural Initiatives 
SEC. 4206. 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 de
scribed in paragraph (2). 

(2) DESCRIPTION OF PROJECT.-
(A) IN GENERAL.-The demonstration 

project described in this paragraph is a sin
gle demonstration project to use eligible 
health care provider telemedicine networks 
to apply high-capacity computing and ad
vanced networks to improve primary care 
(and prevent health care complications) to 
medicare beneficiaries with diabetes 
mellitus who are residents of medically un
derserved rural areas or residents of medi
cally underserved inner-city areas. 

(B) MEDICALLY UNDERSERVED DEFINED.-As 
used in this paragraph, the term " medically 
underserved" has the meaning given such 
term in section 330(b)(3) of the Public Health 
Service Act (42 U.S.C. 254b(b)(3)). 
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(3) WAIVER.- 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 objec
tives of the project include the following: 

(1) Improving patient access to and compli
ance with appropriate care guidelines for in
dividuals with diabetes mellitus through di
rect telecommunications link with informa
tion networks in order to improve patient 
quality-of-life and reduce overall health care 
costs. 

(2) Developing a curriculum to train, and 
providing standards for credentialing and li
censure of, health professionals (particularly 
primary care health professionals) in the use 
of medical informatics and telecommuni
cations. 

(3) Demonstrating the application of ad
vanced technologies, such as video-confer
encing from a patient's home, remote moni
toring of a patient's medical condition, 
interventional informatics, and applying in
dividualized, automated care guidelines, to 
assist primary care providers in assisting pa
tients with diabetes in a home setting. 

(4) Application of medical informatics to 
residents with limited English language 
skills. 

(5) Developing standards in the application 
of telemedicine and medical informatics. 

(6) Developing a model for the cost-effec
tive 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 provider telemedicine network" means 
a consortium that includes at least one ter
tiary care hospital (but no more than 2 such 
hospitals), at least one medical school, no 
more than 4 facilities in rural or urban 
areas, and at least one regional tele
communications provider and that meets the 
following requirements: 

(1) The consortium is located in an area 
with one of the highest concentrations of 
medical schools and tertiary care facilities 
in the United States and has appropriate ar
rangements (within or outside the consor
tium) with such schools and facilities, uni
versities, and telecommunications providers, 
in order to conduct the project. 

(2) The consortium submits to the Sec
retary an application at such time, in such 
manner, and containing such information as 
the Secretary may require, including a de
scription 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 sec
tion and that the maximum amount of pay
ment that may be made to the consortium 
under this section shall not exceed the 
amount specified in subsection (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 (includ
ing prevention of complications from) diabe
tes for medicare 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 
rate of 50 percent of the costs that are rea
sonable and related to the provision of such 
services. In computing such costs, the Sec
retary shall include costs described in sub
paragraph (B), but may not include costs de
scribed in subparagraph (C). 

(B) COSTS THAT MAY BE INCLUDED.-The 
costs described in this subparagraph are the 
permissible costs (as recognized by the Sec
retary) for the following: 

(i) The acquisition of telemedicine equip
ment for use in patients ' homes (but only in 
the case of patients located in medically un
derserved areas). 

(ii) Curriculum development and training 
of health professionals in medical 
informatics and telemedicine. 

(iii) Payment of telecommunications costs 
(including salaries and maintenance of 
equipment), including costs of telecommuni
cations between patients' homes and the eli
gible network and between the network and 
other entities under the arrangements de
scribed in subsection (c)(l). 

(iv) Payments to practitioners and pro
viders under the medicare programs. 

(C) COSTS NOT INCLUDED.-The costs de
scribed in this subparagraph are costs for 
any of the following: 

(i) The purchase or installation of trans
mission equipment (other than such equip
ment used by health professionals to deliver 
medical informatics services under the 
project). 

(ii) The establishment or operation of a 
telecommunications common carrier net
work. 

(iii) Construction (except for minor ren
ovations related to the installation of reim
bursable equipment) or the acquisition or 
building of real property. 

(3) LIMITATION.-The total amount of the 
payments that may be made under this sec
tion shall not exceed $30,000,000. 

(4) LIMITATION ON COST-SHARING.-The 
project may not impose cost sharing on a 
medicare beneficiary for the receipt of serv
ices under the project in excess of 20 percent 
of the recognized costs of the project attrib
utable to such services. 

(e) REPORTS.-The Secretary shall submit 
to the Committees on Ways and Means and 
Commerce of the House of Representatives 
and the Committee on Finance of the Senate 
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 improving access of medicare 
beneficiaries to health care services, on re
ducing the costs of such services, and on im
proving the quality of life of such bene
ficiaries. 

(f) DEFINITIONS.-For purposes of this sec
tion: 

(1) INTERVENTIONAL INFORMATICS.-The 
term ''interventional informatics' ' means 
using information technology and virtual re
ality technology to intervene in patient 
care. 

(2) MEDICAL INFORMATICS.- The term " med
ical informatics" means the storage, re
trieval, and use of biomedical and related in
formation for problem solving and decision
making through computing and communica
tions technologies. 

(3) PROJECT.-The term " project" means 
the demonstration project under this sec
tion. 

Subtitle D-Anti-Fraud and Abuse Provisions 

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 strik
ing "In the case" and inserting " Subject to 
subparagraph (G), in the case"; and 

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

"(G) In the case of an exclusion of an indi
vidual under subsection (a) based on a con
viction occurring on or after the date of the 
enactment of this subparagraph, if the indi
vidual has (before , on, or after such date and 
before the date of the conviction for which 
the exclusion is imposed) been convicted-

"(1) on one previous occasion of one or 
more offenses for which an exclusion may be 
effected under such subsection, the period of 
the exclusion 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 effected 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 p ART A.- Section 1866(b)(2) 
(42 U.S.C. 1395cc(b)(2)) 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 after subparagraph (C) the 
following 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 
determines is inconsistent with the best in
terests of program beneficiaries. ''. 

(b) MEDICARE PAR'l' B.- Section 1842 (42 
U .S.C. 1395u) is amended by adding after sub
section (r) the following new subsection: 

"(s) The Secretary may refuse to enter 
into an agreement with a physician or sup
plier under subsection (h) 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 inconsistent with the best in
terests of program beneficiaries.''. 

(c) MEDICAID.- Section 1902(a)(23) (42 u.s.c. 
1396(a)) is amended-

(1) by relocating the matter that precedes 
" provide that, (A)" immediately before the 
semicolon; 

(2) by inserting a semicolon after " 1915"; 
(3) by striking the comma after " Guam" 

and inserting a semicolon; and 
(4) by inserting before the semicolon at the 

end the following: "and except that this pro
vision does not require a State to provide 
medical assistance for such services fur
nished by a person or entity convicted of a 
felony under Federal or State law for an of
fense which the State agency determines is 
inconsistent with the best interests of bene
ficiaries under the State plan" . 

(d) 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. 
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SEC. 4303. INCLUSION OF TOLL-FREE NUMBER TO 

REPORT MEDICARE WASTE, FRAUD, 
AND ABUSE IN EXPLANATION OF 
BENEFITS FORMS. . 

(a) IN GENERAL.-Section 1842(h)(7) (42 
U.S.C. 1395u(h)(7)) ls amended-

(1) by striking "and" at the en<l of subpara
graph (D), 

(2) by striking the period at the end of sub
paragraph (E), and 

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

"(E) a toll-free telephone number main
tained by the Inspector General in the De
partment of Health and Human Services for 
the receipt of complaints and information 
about waste, fraud, and abuse in the provi
sion or billing of services under this title. ". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to expla
nations of benefits provided on or after such 
date (not later than January 1, 1999) as the 
Secretary of Health and Human Services 
shall provide. 
SEC. 4304. LIABILI'IY OF MEDICARE CARRIERS 

AND FISCAL INTERMEDIARIES FOR 
CLAIMS SUBMITTED BY EXCLUDED 
PROVIDERS. 

(a) REIMBURSEMENT TO THE SECRETARY FOR 
AMOUNTS PAID TO EXCLUDED PROVIDERS.-

(!) REQUIREMENTS FOR FISCAL INTER
MEDIARIES.-

(A) IN GENERAL.-Section 1816 (42 u.s.c. 
1395h) is amended by adding at the end the 
following new subsection: 

"(m) An agreement with an agency or or
ganization under this section shall require 
that such agency or organization reimburse 
the Secretary for any amounts paid by the 
agency or organization for a service under 
this title which is furnished, directed, or pre
scribed by an individual or entity during any 
period for which the individual or entity is 
excluded pursuant to section 1128, 1128A, or 
1156, from participation in the program 
under this title, if the amounts are paid after 
the Secretary notifies the agency or organi
zation of the exclusion.". 

(B) CONFORMING AMENDMENT.- Subsection 
(i) of such section is amended by adding at 
the end the following new paragraph: 

"(4) Nothing in this subsection shall be 
construed to prohibit reimbursement by an 
agency or organization under subsection 
(m).". 

(2) REQUIREMENTS FOR CARRIERS.- Section 
1842(b)(3) (42 U.S.C. 1395u(b)(3)) is amended

(A) by striking "and" at the end of sub
paragraph (I); and 

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

"(J) will reimburse the Secretary for any 
amounts paid by the carrier for an item or 
service under this part which is furnished, 
directed, or prescribed by an individual or 
entity during any period for which the indi
vidual or entity is excluded pursuant to sec
tion 1128, 1128A, or 1156, from participation in 
the program under this title, if the amounts 
are paid after the Secretary notifies the car
rier of the exclusion, and" . 

(3) MEDICAID PROVISION.-Section 
1902(a)(39) (42 U.S.C. 1396a(a)(39)) is amended 
by inserting before the semicolon at the end 
the following: ", and provide further for re
imbursement to the Secretary of any pay
ments made under the plan or any item or 
service furnished, directed, or prescribed by 
the excluded individual or entity during such 
period, after the Secretary notifies the State 
of such exclusion". 

(b) CONFORMING REPEAL OF MANDATORY 
PAYMENT RULE.-Paragraph (2) of section 
1862(e) (42 U.S.C. 1395y(e)) is amended to read 
as follows: 

"(2) No individual or entity may bill (or 
collect any amount from) any individual for 
any item or service for which payment is de
nied under paragraph (1). No person is liable 
for payment of any amounts billed for such 
an item or service in violation of the pre
vious sentence.". 

(c) E FFECTIVE DATES.- The amendments 
made by this section shall apply to contracts 
and agreements entered into, renewed, or ex
tended after the date of the enactment of 
this Act, but only with respect to claims 
submitted on or after the later of January 1, 
1998, or the date such entry, renewal, or ex
tension becomes effective. 
SEC. 4305. 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) by striking " or" at the end of clause 

(i), and 
(B) by striking the dash at the end of 

clause (ii) and inserting"; or", and 
(C) by inserting after clause (ii) the fol

lowing: 
" (iii) who was described in clause (1) but is 

no longer so described because of a transfer 
of ownership or control interest, in anticipa
tion of (or following) a conviction, assess
ment, or exclusion described in subparagraph 
(B) against the person, to an immediate fam
ily member (as defined in subsection (j)(l)) or 
a member of the household of the person (as 
defined in subsection (j)(2)) who continues to 
maintain an interest described in such 
clause-"; and 

(2) by adding after subsection (i) the fol
lowing 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, child, 

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 an person, any indi
vidual sharing a common abode as part of a 
single family unit with the person, including 
domestic employees and others who live to
gether as a family unit, but not including a 
roomer or boarder.". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) shall take effect on 
the date that is 45 days after the date of the 
enactment of this Act. 
SEC. 4306. IMPOSITION OF CIVIL MONEY PEN

ALTIES. 
(a) CIVIL MONEY PENALTIES FOR PERSONS 

THAT CONTRACT WITH EXCLUDED INDIVID
UALS.-Section 1128A(a) (42 U.S.C. 1320a-
7a(a)) i s amended-

(1) by striking " or" at the end of paragraph 
(4); 

(2) by adding ''or'' at the end of paragraph 
(5); and 

(3) by adding 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 ex
cluded from participation in a Federal 
health care program (as defined in section 

1128B(f)), for the provision of items or serv
ices for which payment may be made under 
such a program;". 

(b) EFFECTIVE DATES.-The amendments 
made by subsection (a) shall apply to ar
rangements and contracts entered into after 
the date of the enactment of this Act. 
SEC. 4307. DISCLOSURE OF INFORMATION AND 

SURETY BONDS. 
(a) DISCLOSURE OF INFORMATION AND SUR

ETY BOND REQUIREMENT FOR SUPPLIERS OF 
DURABLE MEDICAL EQUIPMENT.-Section 
1834(a) (42 U.S.C. 1395m(a)) is amended by in
serting after paragraph (15) the following 
new paragraph: 

"(16) CONDITIONS FOR ISSUANCE OF PROVIDER 
NUMBER.-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 fur
nished by the supplier, unless the supplier 
provides the Secretary on a continuing basis 
with-

"(A)(i) full and complete information as to 
the identity of each person with an owner
ship or control interest (as defined in section 
1124(a)(3)) in the supplier or in any subcon
tractor (as defined by the Secretary in regu
lations) in which the supplier directly or in
directly has a 5 percent or more ownership 
interest, and 

"(ii) to the extent determined to be fea
sible 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 in
terest in the supplier is a person with such 
an ownership or control interest in the dis
closing entity; and 

"(B) 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.-

(!) IN GENERAL.-Section 1861(0) (42 U.S.C. 
1395x( o)) is amended-

(A) in paragraph (7), by inserting "and in
cluding providing the Secretary on a con
tinuing basis with a surety bond in a form 
specified by the Secretary and in an amount 
that is not less than $50,000," after " financial 
security of the program", and 

(B) by adding at the end the following: 
" The Secretary may waive the requirement 
of a bond under paragraph (7) in the case of 
an agency or organization that provides a 
comparable 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 
security requirement" and inserting " the fi
nancial security and surety bond require
ments"; and 

(B) in clause (ii), by striking " the financial 
security requirement described in subsection 
(o)(7) applies" and inserting "the financial 
security and surety bond requirements de
scribed in subsection (o)(7) apply". 

(3) REFERENCE TO CURRENT DISCLOSURE RE
QUIREMENT.- For provision of current law re
quiring home health agencies to disclose in
formation on ownership and control inter
ests, see section 1124 of the Social Security 
Act. 

(C) AUTHORIZING APPLICATION OF DISCLO
SURE AND SURETY BOND REQUIREMENTS TO 
AMBULANCE SERVICES AND CERTAIN CLINICS.
Section 1834(a)(16) (42 U.S.C. 1395m(a)(16)), as 
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added by subsection (a), is amended by add
ing at the end the following: "The Secretary, 
in the Secretary's discretion, may impose 
the requirements of the previous sentence 
with respect to some or all classes of sup
pliers of ambulance services described in sec
tion 1861(s)(7) and clinics that furnish med
ical and other health services (other than 
physicians' services) under this part.". 

(d) APPLICATION TO COMPREHENSIVE OUT
PATIENT REHABILITATION FACILITIES 
<CORFS).-Section 1861(cc)(2) (42 U.S.C. 
1395x(cc)(2)) is amended-

(1) in subparagraph (I), by inserting before 
the period at the end the following: "and 
providing 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 

(2) by adding after and below subparagraph 
(I) the following: 
" The Secretary may waive the requirement 
of a bond under subparagraph (I) in the case 
of a facility that provides a comparable sur
ety 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 
following: "and provides the Secretary, to 
the extent required by 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 

(2) by adding at the end the following: 
"The Secretary may waive the requirement 
of a bond under paragraph (4)(A)(v) in the 
case of a clinic or agency that provides a 
comparable surety bond under State law.". 

(f) EFFECTIVE DATES.-(1) The amendment 
made by subsection (a) shall apply to sup
pliers of durable medical equipment with re
spect to such equipment furnished on or 
after January 1, 1998. 

(2) The amendments made by subsection 
(b) shall apply to home health agencies with 
respect to services furnished on or after such 
date. The Secretary of Health and Human 
Services shall modify participation agree
ments under section 1866(a)(l) of the Social 
Security Act with respect to home health 
agencies to provide for implementation of 
such amendments on a timely basis. 

(3) The amendments made by subsections 
(c) through (e) shall take effect on the date 
of the enactment of this Act and may be ap
plied with respect to items and services fur
nished on or after the date specified in para
graph (1). 
SEC. 4308. PROVISION OF CERTAIN IDENTIFICA

TION NUMBERS. 
(a) REQUIREMENTS TO DISCLOSE EMPLOYER 

IDENTIFICATION NUMBERS (EINS) AND SOCIAL 
SECURITY ACCOUNT NUMBERS <SSNS).-Sec
tion 1124(a)(l) (42 U.S .C. 1320a-3(a)(l)) is 
amended by inserting before the period at 
the end the following: " and supply the Sec
retary with the both the employer identifica
tion number (assigned pursuant to section 
6109 of the Internal Revenue Code of 1986) and 
social security account number (assigned 
under section 205(c)(2)(B)) of the disclosing 
entity, each person with an ownership or 
control interest (as defined in subsection 
(a)(3)), and any subcontractor in which the 
entity directly or indirectly has a 5 percent 
or more ownership interest. Use of the social 
security account number under this section 
shall be limited to identity verification and 
identity matching purposes only. The social 
security account number shall not be dis
closed to any person or entity other than the 
Secretary, the Social Security Administra-

tion, or the Secretary of the Treasury, In ob
taining the social security account numbers 
of the disclosing entity and other persons de
scribed in this section, the Secretary shall 
comply with section 7 of the Privacy Act of 
1974 (5 U.S.C. 552a note)". 

(b) OTHER MEDICARE PROVIDERS.-Section 
1124A (42 U.S.C. 1320a-3a) is amended-

(1) in subsection (a)-
(A) by striking " and" at the end of para

graph (1); 
(B) by striking the period at the end of 

paragraph (2) and inserting "; and"; and 
(C) by adding at the end the following new 

paragraph: 
"(3) including the employer identification 

number (assigned pursuant to section 6109 of 
the Internal Revenue Code of 1986) and social 
security account number (assigned under 
section 205(c)(2)(B)) of the disclosing part B 
provider and any person, managing em
ployee, or other entity identified or de
scribed under paragraph (1) or (2)."; and 

(2) in subsection (c) by inserting "(or, for 
purposes of subsection (a)(3), any entity re
ceiving payment)" after "on an assignment
related basis" . 

(c) VERIFICATION BY SOCIAL SECURITY AD
MINISTRATION (SSA) .- Section 1124A (42 
U.S.C. 1320a-3a) 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.-
"(l) TRANSMITTAL BY HHS.-The Secretary 

shall transmit-
"(A) to the Commissioner of Social Secu

rity information concerning each social se
curity account number (assigned under sec
tion 205(c)(2)(B)), and 

"(B) to the Secretary of the Treasury in
formation concerning each employer identi
fication number (assigned pursuant to sec
tion 6109 of the Internal Revenue Code of 
1986), 
supplied to the Secretary pursuant to sub
section (a)(3) or section 1124(c) to the extent 
necessary for verification of such informa
tion in accordance with paragraph (2). 

"(2) VERIFICATION.-The Commissioner of 
Social Security and the Secretary of the 
Treasury shall verify the accuracy of, or cor
rect, the information supplied by the Sec
retary to such official pursuant to paragraph 
(1), and shall report such verifications or cor
rections to the Secretary. 

"(3) FEES FOR VERIFICATION.-The Sec
retary shall reimburse the Commissioner and 
Secretary of the Treasury, at a rate nego
tiated between the Secretary and such offi
cial, for the costs incurred by such official in 
performing the verification and correction 
services described in this subsection.". 
· (d) REPORT.-Before this subsection shall 
be 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 security 
account numbers that will be provided to the 
Secretary under the amendments made by 
this section. If Congress determines that the 
Secretary has not taken adequate steps to 
assure the confidentiality of social security 
account numbers to be provided to the Sec
retary under the amendments made by this 
section, the amendments made by this sec
tion shall not take effect. 

(e) EFFECTIVE DATES.-Subject to sub
section (d)-

(1) the amendment made by subsection (a) 
shall apply to the application of conditions 
of participation, and entering into and re
newal of contracts and agreements, occur-

ring more than 90 days after the date of sub
mission of the report under subsection (d); 
and 

(2) the amendments made by subsection (b) 
shall apply to payment for items and serv
ices furnished more than 90 days after the 
date of submission of such report. 
SEC. 4309. ADVISORY OPINIONS REGARDING CER

TAIN PHYSICIAN SELF-REFERRAL 
PROVISIONS. 

Section 1877(g) (42 U.S.C. 1395nn(g)) is 
amended by adding at the end the following 
new paragraph: 

"(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 labora
tory services) is prohibited under this sec
tion. 

"(B) BINDING AS TO SECRETARY AND PARTIES 
INVOLVED.-Each advisory opinion issued by 
the Secretary shall be binding as to the Sec
retary and the party or parties requesting 
the opinion. 

"(C) APPLICATION OF CERTAIN PROCE
DURES.-The Secretary shall, to the extent 
practicable, apply the regulations promul
gated under section 1128D(b)(5) to the 
issuance of advisory opinions under this 
paragraph. 

"(D) APPLICABILITY.-This paragraph shall 
apply to requests for advisory opinions made 
during the period described in section 
1128D(b)(6).". 
SEC. 4310. NONDISCRIMINATION IN POST-HOS

P ITAL REFERRAL TO HOME HEALTH 
AGENCIES. 

(a) NOTIFICATION OF AVAILABILITY OF HOME 
HEALTH AGENCIES 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 following: ", including the 
availability of home health services through 
individuals 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 following: 
"(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 speci
fied by the Secretary) any home health agen
cy (to whom the individual is referred) in 
which the hospital has a disclosable finan
cial interest (as specified by the Secretary 
consistent with section 1866(a)(l)(R)) or 
which has such an interest in the hospital.". 

(b) MAINTENANCE AND DISCLOSURE OF IN
FORMATION ON POST-HOSPITAL HOME HEALTH 
AGENCIES.-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 following: 
"(S) in the case of a hospital that has a fi

nancial interest (as specified by the Sec
retary in regulations) in a home health agen
cy, or in which such an agency has such a fi
nancial interest, or in which another entity 
has such a financial interest (directly or in
directly) with such hospital and such an 
agency, to maintain and disclose to the Sec
retary (in a form and manner specified by 
the Secretary) information on-

"(i) the nature of such financial interest, 
"(ii) the number of individuals who were 

discharged from the hospital and who were 
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identified as requiring home health services, 
and 

"(iii) the percentage of such individuals 
who received such services from such pro
vider (or another such provider).". 

(C) DISCLOSURE OF INFORMATION TO THE 
PUBLIC.-Title XI is amended by inserting 
after section 1145 the following new section: 
,-.PUBLIC DISCLOSURE OF CERTAIN INFORMATION 

ON HOSPITAL FINANCIAL INTEREST AND RE
FERRAL PATTERNS 
"SEC. 1146. The Secretary shall make avail

able to the public, in a form and manner 
specified by the Secretary, information dis
closed to the Secretary pursuant to section 
1866(a)(l)(R).". 

(d) EFFECTIVE DATES.-
(1) The amendments made by subsection 

(a) shall apply to discharges occurring on or 
after 90 days after the date of the enactment 
of this Act. 

(2) The Secretary of Health and Human 
Services shall issue regulations by not later 
than 1 year after the date of the enactment 
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 regula
tions. 
SEC. 4311. 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 insert
ing "1128A(b)". 

(2) Section 1128E(g)(3)(C) (42 U.S.C. 1320a-
7e(g)(3)(C)) ls amended by striking " Vet
erans' Administration" and inserting "De
partment 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) IMPLEMENTATION OF EXCLUSIONS.-Sec
tion 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 following individuals and entities be ex
cluded from participation in any State 
health care program (as defined in sub
section (h))" and inserting "any Federal 
health care program (as defined in section 
1128B(f))"; and 

(2) in subsection (b), by striking "any pro
gram under title XVIII and may direct that 
the following individuals and entities be ex
cluded 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.
Section 1128E(b) (42 U.S.C. 1320a-7e(b)), as in
serted by section 221(a) of the Health Insur
ance Portability and Accountability Act of 
1996, is amended by adding at the end the fol
lowing: 

"(6) SANCTIONS FOR FAILURE TO REPORT.
"(A) HEALTH PLANS.-Any health plan that 

fails to report information on an adverse ac
tion required to be reported under this sub
section shall be subject to a civil money pen
alty 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 civil money penalties under sub
section (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 Govern
ment agencies that have failed to report in
formation on adverse actions as required to 
be reported under this subsection.". 

(e) EFFECTIVE DATES.-
(1) IN GENERAL.-Except as provided in this 

subsection, the amendments made by this 
section shall be effective as if included in the 
enactment of the Health Insurance Port
ability and Accountability Act of 1996. 

(2) FEDERAL HEALTH PROGRAM.-The 
amendments 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-Prospective Payment Systems 
CHAPTER 2-PAYMENT UNDER PART B 

Subcbapter A-Payment for Hospital 
Outpatient Department Services 

SEC. 4411. 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)(II) (42 U.S.C. 
1395l(i)(3)(B)(i)(II)) is amended-

(1) by striking "of 80 percent" ; and 
(2) by striking the period at the end and in

serting the following: ", less the amount a 
provider 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 sec
tion 1866(a)(2)(A)" . 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished during portions of cost reporting 
periods occurring on or after October l, 1997. 
SEC. 4412. EXTENSION OF REDUCTIONS IN PAY· 

MENTS FOR COSTS OF HOSPITAL 
OUTPATIENT SERVICES. 

(a) REDUCTION IN PAYMENTS FOR CAPITAL
RELATED COSTS.-Section 1861(v)(l)(S)(ii)(I) 
(42 U.S.C. 1395x(v)(l)(S)(ii)(I)) is amended by 
striking "through 1998" and inserting 
" through 1999 and during fiscal year 2000 be
fore January l, 2000". 

(b) REDUCTION IN PAYMENTS FOR OTHER 
COSTS.- Section 1861(v)(l)(S)(ii)(II) (42 u.s.c. 
1395x(v)(l)(S)(il)(II)) is amended by striking 
" through 1998" and inserting " through 1999 
and during fiscal year 2000 before January 1, 
2000". 
SEC. 4413. PROSPECTIVE PAYMENT SYSTEM FOR 

HOSPITAL OUTPATIENT DEPART· 
MENT SERVICES. 

(a) IN GENERAL.-Sectlon 1833 (42 u.s.c. 
13951) is amended by adding at the end the 
following: 

"(t) PROSPECTIVE PAYMENT SYSTEM FOR 
HOSPITAL OUTPATIENT DEPARTMENT SERV
ICES.-

"(1) IN GENERAL.- With respect to hospital 
outpatient services designated by the Sec
retary (in this section referred to as 'covered 
OPD services') and 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 sub
section. 

"(2) SYSTEM REQUIREMENTS.-Under the 
payment system-

"(A) the Secretary shall develop a classi
fication system for covered OPD services; 

"(B) the Secretary may establish groups of 
covered OPD services, within the classifica
tion system described in subparagraph (A), 
so that services classified within each group 
are comparable 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 de
scribed in subparagraph (B)) based on median 
hospital costs and shall determine projec
tions of the frequency of utilization of each 
such service (or group of services) in 1999; 

"(D) the Secretary shall determine a wage 
adjustment factor to adjust the portion of 
payment and coinsurance attributable to 
labor-related costs for relative differences in 
labor and labor-related costs across geo
graphic regions in a budget neutral manner; 

"(E) the Secretary shall establish other ad
justments, in a budget neutral manner, as 
determined to be necessary to ensure equi
table payments, such as outlier adjustments, 
adjustments to account for variations in co
insurance payments for procedures with 
similar resource costs, or adjustments 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 DIS
REGARDED.- The Secretary shall estimate 
the total amounts that would be payable 
from the Trust Fund under this part for cov
ered OPD services in 1999, determined with
out regard to this subsection, as though the 
deductible under section 1833(b) did not 
apply, and as though the coinsurance de
scribed in section 1866(a)(2)(A)(ii) (as in ef
fect before the date of the enactment of this 
subsection) continued to apply. 

"(B) UNADJUSTED COPAYMENT AMOUN'I'.
"(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 national median of 
the charges for the service (or services with
in the group) furnished 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 IN.-If the pre-deductible pay
ment percentage 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 25 percent of amount determined 
under subparagraph (D)(i). 

"(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 FAC
TORS.-

' '(I) IN GENERAL.- The Secretary shall es
tablish a 1999 conversion factor for deter
mining the medicare pre-deductible OPD fee 
payment amounts for each covered OPD 
service (or group of such services) furnished 
in 1999. Such conversion factor shall be es
tablished on the basis of the weights and fre
quencies described in paragraph (2)(C) and in 
a manner such that the sum for all services 
and groups of the products (described in sub
clause (II) for each such service or group) 
equals the total projected amount described 
in subparagraph (A). 
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" (II) PRODUCT DESCRIBED.-The product de

scribed in this subclause, for a service or 
group, is the product of the medicare pre-de
ductible OPD fee payment amounts (taking 
into account appropriate adjustments de
scribed in paragraphs (2)(D) and (2)(E)) and 
the 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 
furnished 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 payment increase fac
tor specified under clause (iii) for the year 
involved. 

"(iii) OPD PAYMENT INCREASE FACTOR.- For 
purposes of this subparagraph, the 'OPD pay
ment increase factor' for services furnished 
in a year is equal to the sum of-

"(I) market basket percentage increase 
(applicable under section 1886(b)(3)(B)(iii) to 
hospital discharges occurring during the fis
cal year ending in such year, and 

"(II) in the case of a covered OPD service 
(or group of such services) furnished in a 
year in which the pre-deductible payment 
percentage would not exceed 80 percent, 3.5 
percentage points, but in no case greater 
than such number of percentage points as 
will result in the pre-deductible payment 
percentage exceeding 80 percent. 
In applying the previous sentence for years 
beginning with 2000, the Secretary may sub
stitute for the market basket percentage in
crease under subclause (I) an annual percent
age increase that is computed and applied 
with respect to covered OPD services fur
nished in a year in the same manner as the 
market basket percentage increase is deter
mined and applied to inpatient hospital serv
ices for discharges occurring in a fiscal year. 

"(D) PRE-DEDUCTIBLE PAYMENT PERCENT
AGE.-The pre-deductible payment percent
age for a covered OPD service (or group of 
such services) furnished in a year is equal to 
the ratio of-

" (i) the conversion factor established 
under subparagraph (C) for the year, multi
plied by the weighting factor established 
under paragraph (2)(C) for the service (or 
group), to 

" (ii) the sum of the amount determined 
under clause (i) and the unadjusted copay
ment amount determined under subpara
graph (B) for such service or group. 

" (E) CALCULATION OF MEDICARE OPD FEE 
SCHEDULE AMOUNTS.-The Secretary shall 
compute 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 (deter
mined under paragraph (2)(C)) for the service 
or group. 

" (4) MEDICARE PAYMENT AMOUNT.-The 
amount of payment made from the Trust 
Fund under this part for a covered OPD serv
ice (and such services classified within a 
group) furnished in a year is determined as 
follows: 

"(A) FEE SCHEDULE AND COPAYMENT 
AMOUNT.-Add (i) the medicare OPD fee 
schedule amount (computed under paragraph 
(3)(E)) for the service or group and year, and 
(ii) the unadjusted copayment amount (de
termined under paragraph (3)(B)) for the 
service or group. 

" (B) SUBTRACT APPLICABLE DEDUCTIBLE.
Reduce the adjusted sum by the amount of 

the deductible under section 1833(b), to the 
extent applicable. 

" (C) APPLY PAYMENT PROPORTION TO RE
MAINDER.-Multiply the amount so deter
mined under subparagraph (B) by the pre-de
ductible payment percentage (as determined 
under paragraph (3)(D)) for the service or 
group and year involved. 

" (D) LABOR-RELATED ADJUSTMENT.-The 
amount of payment is the product deter
mined under subparagraph (C) with the 
labor-related portion of such product ad
justed for relative differences in the cost of 
labor and other factors determined by the 
Secretary, as computed under paragraph 
(2)(D). 

"(5) COPAYMENT AMOUNT.-
"(A) IN GENERAL.-Except as provided in 

subparagraph (B), the copayment amount 
under this subsection is determined as fol
lows: 

" (i) UNADJUSTED COPAYMENT.-Compute 
the amount by which the amount described 
in paragraph (4)(B) exceeds the amount of 
payment determined under paragraph (4)(C). 

" (ii) LABOR ADJUSTMEN'I'.-The copayment 
amount is the difference determined under 
clause (i) with the labor-related portion of 
such difference adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com
puted under paragraphs (2)(D). The adjust
ment under this clause shall be made in a 
manner that does not result in any change in 
the aggregate copayments made in any year 
if the adjustment had not been made. 

" (B) ELECTION TO OFFER REDUCED COPAY
MENT AMOUNT.- The Secretary shall establish 
a procedure under which a hospital, before 
the beginning of a year (beginning with 1999), 
may elect to reduce the copayment amount 
otherwise established under subparagraph 
(A) for some or all covered OPD services to 
an amount that is not less than 25 percent of 
the medicare OPD fee schedule amount 
(computed under paragraph (3)(E)) for the 
service involved, adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com
puted under subparagraphs (D) and (E) of 
paragraph (2). Under such procedures, such 
reduced copayment amount may not be fur
ther reduced or increased during the year in
volved and the hospital may disseminate in
formation on the reduction of copayment 
amount effected under this subparagraph. 

" (C) No IMPACT ON DEDUCTIBLES.-Nothing 
in this paragraph shall be construed as af
fecting a hospital's authority to waive the 
charging of a deductible under section 
1833(b). 

" (6) PERIODIC REVIEW AND ADJUSTMENTS 
COMPONENTS OF PROSPECTIVE PAYMENT SYS
TEM.-

" (A) PERIODIC REVIEW.-The Secretary may 
periodically review and revise the groups, 
the relative payment weights, and the wage 
and other adjustments described in para
graph (2) to take into account changes in 
medical practice, changes in technology, the 
addition of new services, new cost data, and 
other relevant information and factors . 

" (B) BUDGET NEUTRALITY ADJUSTMENT.-If 
the Secretary makes adjustments under sub
paragraph (A), then the adjustments for a 
year may not cause the estimated amount of 
expenditures under this part for the year to 
increase or decrease from the estimated 
amount of expenditures under this part that 
would have been made if the adjustments 
had not been made. 

"(C) UPDATE FACTOR.-If the Secretary de
termines under methodologies described in 
subparagraph (2)(F) that the volume of serv-

ices paid for under this subsection increased 
beyond amounts established through those 
methodologies, the Secretary may appro
priately 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 
outpatient services that are ambulance serv
ices on the basis described in the matter in 
subsection (a)(l) preceding subparagraph (A). 

" (8) SPECIAL RULES FOR CERTAIN HOS
PITALS.- ln 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 
before January 1, 2000; and 

" (B) the Secretary may establish a sepa
rate 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 
section 1869, 1878, or otherwise of-

" (A) the development of the classification 
system under paragraph (2), including the es
tablishment of groups and relative payment 
weights for covered OPD services, of wage 
adjustment factors, other adjustments, and 
methods described in paragraph (2)(F); 

" (B) the calculation of base amounts under 
paragraph (3); 

" (C) periodic adjustments made under 
paragraph (6); and 

" (D) the establishment of a separate con
version 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 established under section 
1833(t), clause (ii) of the first sentence shall 
be applied by substituting for 20 percent of 
the reasonable charge, the applicable copay
ment amount established under section 
1833( t)(5).". 

(C) TREATMENT OF REDUCTION IN COPAY
MENT 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 OPD services under section 
1833(t)(5)(B)." . 

(d) CONl<,ORMING AMENDMENTS.-
(!) 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 pe

riod". 
(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. 13951(a)(4)) 
is amended by inserting " or subsection (t)" 
before the semicolon. 

(2) RADIOLOGY AND OTHER DIAGNOSTIC PRO
CEDURES.-

(A) Section 1833(n)(l)(A) (42 U.S.C. 
1395l(n)(l)(A)) is amended by inserting " and 
before 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, 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12343 
for services or procedures performed on or 
after January 1, 1999, (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 
before January 1, 1999," after "(i)'', 

(B) in clause (ii), by inserting " before Jan
uary 1, 1999," after "furnished", 

(C) by redesignating clause (iii) as clause 
(iv),and 

(D) by inserting after clause (ii), the fol
lowing new clause: 

"(iii) if such services are furnished on or 
after January 1, 1999, the amount determined 
under subsection (t), or". 

Subchapter B-Rehabilitation Services 
SEC. 4421. REHABILITATION AGENCIES AND 

SERVICES. 
(a) PAYMENT BASED ON FEE SCHEDULE.-
(!) SPECIAL PAYMENT RULES.-Section 

1833(a) (42 U.S.C. 1395l(a)) is amended-
(A) in paragraph (2) in the matter before 

subparagraph (A), by inserting "(C)," before 
"(D)"; 

(B) in paragraph (6), by striking " and" at 
the end; 

(C) in paragraph (7), by striking the period 
at the end and inserting"; and" ; 

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

"(8) in the case of services described in sec
tion 1832(a)(2)(C) (that are not described in 
section 1832(a)(2)(B)), the amounts described 
in section 1834(k)." . 

(2) PAYMENT RATES.-Section 1834 (42 U.S.C. 
1395m) is amended by adding at the end the 
following new subsection: 

"(k) PAYMENT FOR OUTPATIENT THERAPY 
SERVICES.-

"(!) IN GENERAL.-With respect to out
patient physical therapy services (which in
cludes outpatient speech-language pathology 
services) and outpatient occupational ther
apy services for which payment is deter
mined under this subsection, 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 CHARGES 

OR 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 de
fined in paragraph ( 4)) for the services, 
less 20 percent of the amount of the charges 
imposed for such services. 

"(3) APPLICABLE FEE SCHEDULE AMOUNT.- In 
this paragraph, the term 'applicable fee 
schedule amount' means, with respect to 
services furnished in a year, the fee schedule 
amount established under section 1848 for 
such services furnished during the year or, if 
there is no such fee schedule amount estab
lished for such services, for such comparable 
services as the Secretary specifies. 

"(4) ADJUSTED REASONABLE COSTS.-In 
paragraph (2), the term 'adjusted reasonable 
costs' means reasonable costs determined re
duced by-

"(A) 5.8 percent of the reasonable costs for 
operating costs, and 

"(B) 10 percent of the reasonable costs for 
capital costs. 

"(5) UNIFORM CODING.-For claims for serv
ices submitted on or after April 1, 1998, for 

which the amount of payment is determined 
under this subsection, the claim shall in
clude a code (or codes) under a uniform cod
ing system specified by the Secretary that 
identifies the services furnished. 

"(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 sub
section in the same manner as they apply to 
services provided by a practitioner described 
in section 1842(b)(18)(C). ". 

(b) APPLICATION OF STANDARDS TO OUT
PATIEN'l' OCCUPATIONAL AND PHYSICAL THER
APY SERVICES PROVIDED As AN INCIDENT TO A 
PHYSICIAN'S PROFESSIONAL SERVICES.- Sec
tion 1862(a), as amended by section 4401(b), 
(42 U.S.C. 1395y(a)) is amended-

(1) by striking "or" at the end of paragraph 
(16); 

(2) by striking the period at the end of 
paragraph (17) and inserting"; or"; and 

(3) by inserting after paragraph (17) the fol
lowing: 

" (18) in the case of outpatient occupational 
therapy services or outpatient physical ther
apy services furnished as an incident to a 
physician's professional services (as de
scribed in section 1861(s)(2)(A)), that do not 
meet the standards and conditions under the 
second sentence of section i861(g) or 1861(p) 
as such standards and conditions would 
apply to such therapy services if furnished 
by a therapist.". · 

(C) APPLYING FINANCIAL LIMITA'l'ION TO ALL 
REHABILITATION SERVICES.-Section 1833(g') 
(42 U.S.C. 1395l(g)) is amended-

(1) in the first sentence, by striking "serv
ices described in the second sentence of sec
tion 1861(p)" and inserting " physical therapy 
services of the type described in section 
1861(p) (regardless of who furnishes the serv
ices or whether the services may be covered 
as physicians' services so long as the services 
are furnished other than in a hospital set
ting)", and 

(2) in the second sentence, by striking 
" outpatient occupational therapy services 
which are described in the second sentence of 
section 1861(p) through the operation of sec
tion 1861(g)" and inserting " occupational 
therapy services (of the type that are de
scribed in section 1861(p) through the oper
ation of section 1861(g)), regardless of who 
furnishes the services or whether the serv
ices may be covered as physicians' services 
so long as the services are furnished other 
than in a hospital setting". 

(d) EFFECTIVE DATE.-The amendments 
made by this section apply to services fur
nished on or after January 1, 1998; except 
that the amendments made by subsection (c) 
apply to services furnished on or after Janu
ary 1, 1999. 
SEC. 4422. COMPREHENSIVE OUTPATIENT REHA· 

BILITATION FACILITIES (CORF). 
(a) PAYMENT BASED ON FEE SCHEDULE.-
(!) SPECIAL PAYMENT RULES.-Section 

1833(a) (42 U.S.C. 1395l(a)), as amended by sec
tion 442l(a), is amended-

(A) in paragraph (3), by striking "subpara
graphs (D) and (E) of section 1832(a)(2)" and 
inserting "section 1832(a)(2)(E)"; 

(B) in paragraph (7), by striking " and" at 
the end; 

(C) in paragraph (8), by striking the period 
at the end and inserting"; and"; 

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

"(9) in the case of services described in sec
tion 1832(a)(2)(E), the amounts described in 
section 1834(k).". 

(2) PAYMENT RATES.-Section 1834(k) (42 
U.S.C. 1395m(k)), as added by section 4421(a), 
is amended-

(A) in the heading, by inserting "AND COM
PREHENSIVE OUTPATIENT REHABILITATION FA
CILITY SERVICES" after "THERAPY SERVICES"; 
and 

(B) in paragraph (1), by inserting "and with 
respect to comprehensive outpatient reha
bilitation facility services" after " occupa
tional therapy services" . 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to serv
ices furnished on or after January 1, 1998, 
and to portions of cost reporting periods oc
curring on or after such date. 

Subchapter C-Ambulance Services 
SEC. 4431. PAYMENTS FOR AMBULANCE SERV· 

ICES. 
(a) INTERIM REDUCTIONS.-
(!) PAYMENTS DETERMINED ON REASONABLE 

COST BASIS.-Section 1861(v)(l) (42 u.s.c. 
1395x(v)(l)) is amended by adding at the end 
the following new subparagraph: 

"(U) In determining the reasonable cost of 
ambulance services (as described in sub
section (s)(7)) provided during a fiscal year 
(beginning with fiscal year 1998 and ending 
with fiscal year 2002), the Secretary shall not 
recognize the costs per trip in excess of costs 
recognized as reasonable for ambulance serv
ices provided on a per trip basis during the 
previous fiscal year after application of this 
subparagraph, increased by the percentage 
increase in the consumer price index for all 
urban consumers (U.S. city average) as esti
mated by the Secretary for the 12-month pe
riod ending with the midpoint of the fiscal 
year involved reduced (in the case of each of 
fiscal years 1998 and 1999) by 1 percentage 
point. " . 

(2) PAYMENTS DETERMINED ON REASONABLE 
CHARGE BASIS.-Section 1842(b) (42 u.s.c. 
1395u(b)) is amended by adding at the end the 
following new paragraph: 

"(19) For purposes of section 1833(a)(l), the 
reasonable charge for ambulance services (as 
described in section 1861(s)(7)) provided dur
ing a fiscal year (beginning with fiscal year 
1998 and ending with fiscal year 2002) may 
not exceed the reasonable charge for such 
services provided during the previous fiscal 
year after the application of this subpara
graph, increased by the percentage increase 
in the consumer price . index for all urban 
consumers (U.S. city average) as estimated 
by the Secretary for the 12-month period 
ending with the midpoint of the year in
volved reduced (in the case of each of fiscal 
years 1998 and 1999) by 1 percentage point.". 

(b) ESTABLISHMENT OF PROSPECTIVE FEE 
SCHEDULE.-

(1) PAYMENT IN ACCORDANCE WITH FEE 
SCHEDULE.-Section 1833(a)(l) (42 u.s.c. 
1395l(a)(l)), as amended by section 4619(b)(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 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 section 1834(1);". 

(2) ESTABLISHMENT OF SCHEDULE.-Section 
1834 (42 U.S.C. 1395m), as amended by section 
4421(a)(2), is amended by adding at the end 
the following new subsection: 

"(l) ESTABLISHMENT OF FEE SCHEDULE FOR 
AMBULANCE SERVICES.-

"(!) IN GENERAL.-The Secretary shall es
tablish a fee schedule for payment for ambu
lance services under this part through a ne
gotiated rulemaking process described in 
title 5, United States Code, and in accord
ance with the requirements of this sub
section. 
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"(2) CONSIDERATIONS.-In establishing such 

fee schedule the Secretary shall-
" (A) establish mechanisms to control in

creases in expenditures for ambulance serv
ices under this part; 
. "(B) establish definitions for ambulance 

services which link payments to the type of 
services provided; 

"(C) consider appropriate regional and 
operational differences; 

"(D) consider adjustments to payment 
rates to account for inflation and other rel
evant factors; and 

"(E) phase in the application of the pay
ment rates under the fee schedule in an effi
cient and fair manner. 

"(3) SAVINGS.-In establishing such fee 
schedule the Secretary shall-

"(A) ensure that the aggregate amount of 
payments made for ambulance services 
under this part during 2000 does not exceed 
the aggregate amount of payments which 
would have been made for such services 
under this part during such year if the 
amendments made by section 4431 of the Bal
anced Budget Act of 1997 had not been made; 
and 

"(B) set the payment amounts provided 
under the fee schedule for services furnished 
in 2001 and each subsequent year at amounts 
equal to the payment amounts under the fee 
schedule for service furnished during the pre
vious year, increased by the percentage in
crease in the consumer price index for all 
urban consumers (U.S. city average) for the 
12-month period ending with June of the pre
vious year. 

"(4) CONSULTATION.-In establishing the fee 
schedule for ambulance services under this 
subsection, the Secretary shall consult with 
various national organizations representing 
individuals and entities who furnish and reg
ulate ambulance services and share with 
such organizations relevant data in estab
lishing such schedule. 

"(5) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869 or otherwise of the amounts es
tablished under the fee schedule for ambu
lance services under this subsection, includ
ing matters described in paragraph (2). 

"(6) RESTRAIN'l' 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 sub
section in the same manner as they apply to 
services provided by a practitioner described 
in section 1842(b)(18)(C). ". 

(3) EFFECTIVE DATE.-The amendments 
made by this section apply to ambulance 
services furnished on or after January 1, 2000. 

(C) AUTHORIZING PAYMENT FOR PARAMEDIC 
INTERCEPT SERVICE PROVIDERS IN RURAL 
COMMUNITIES.-In promulgating regulations 
to carry out section 1861(s)(7) of the Social 
Security Act (42 U.S.C. 1395x(s)(7)) with re
spect to the coverage of ambulance service, 
the Secretary of Health and Human Services 
may include coverage of advanced life sup
port services (in this subsection referred to 
as "ALS intercept services") provided by a 
paramedic intercept service provider in a 
rural area if the following conditions are 
met: 

(1) The ALS intercept services are provided 
under a contract with one or more volunteer 
ambulance services and are medically nec
essary based on the heal th con di ti on of the 
individual being transported. 

(2) The volunteer ambulance service in
volved-

(A) is certified as qualified to provide am
bulance service for purposes of such section, 

(B) provides only basic life support services 
at the time of the intercept, and 

(C) is prohibited 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 
title XVIII of the Social Security Act, and 

(B) bills all recipients who receive ALS 
intercept services from the entity, regardless 
of whether or not such recipients are medi
care beneficiaries. 
SEC. 4432. DEMONSTRATION OF COVERAGE OF 

AMBULANCE SERVICES UNDER 
MEDICARE THROUGH CONTRACTS 
WITH UNITS OF LOCAL GOVERN
MENT. 

(a) DEMONSTRATION PROJECT CONTRACTS 
WITH LOCAL GOVERNMENTS.-The Secretary of 
Health and Human Services shall establish 
up to 3 demonstration projects under which, 
at the request of a county or parish, the Sec
retary enters into a contract with the coun
ty or parish under which-

(1) the county or parish furnishes (or ar
ranges 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 individuals residing in the county or 
parish who are enrolled under such part, ex
cept that the county or parish may not enter 
into the contract unless the contract covers 
at least 80 percent of the individuals residing 
in the county or parish who are enrolled 
under such part; 

(2) any individual or entity furnishing am
bulance services under the contract meets 
the requirements otherwise applicable to in
dividuals and entities furnishing such serv
ices under such part; and 

(3) for each month during which the con
tract is in effect, the Secretary makes a 
capitated payment to the county or parish in 
accordance 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 month

ly payment made for months occurring dur
ing a calendar year to a county or parish 
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.-ln 
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 individuals 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 con
sumers (U.S. city average) for the 12-month 
period ending with June of the previous year. 

(c) OTHER TERMS OF CONTRACT.-The Sec
retary and the county or parish may include 
in a contract under this section such other 
terms as the parties consider appropriate, in
cluding-

(1) covering individuals residing in addi
tional counties or parishes (under arrange
ments entered into between such counties or 
parishes and the county or parish involved); 

(2) permitting the county or parish to 
transport individuals to non-hospital pro
viders if such providers are able to furnish 
quality services at a lower cost than hospital 
providers; or 

(3) implementing such other innovations as 
the county or parish may propose to improve 
the quality of ambulance services and con
trol the costs of such services. 

( d) CONTRACT PAYMENTS IN LIEU OF OTHER 
BENEFITS.-Payments under a contract to a 
county or parish 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 xvrn of the Social Se
curity Act for the services covered under the 
contract which are furnished to individuals 
who reside in the county or parish. 

(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 analysis of the quality and cost-effective
ness of ambulance 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 para
graph (1), and shall include in the report 
such recommendations as the Secretary con
siders appropriate, including recommenda
tions regarding modifications to the method
ology used to determine the amount of pay
ments made under such contracts and ex
tending or expanding such projects. 

CHAPTER3-PAYMENTUNDERPARTSA 
AND B 

SEC. 4441. PROSPECTIVE PAYMENT FOR HOME 
HEALTH SERVICES. 

(a) IN GENERAL.-Title XVIII (42 U.S.C. 1395 
et seq.), as amended by section 4011, is 
amended by adding at the end the following 
new section: 

"PROSPECTIVE PAYMENT FOR HOME HEALTH 
SERVICES 

"SEC. 1895. (a) IN GENERAL.-Notwith
standing section 186l(v), the Secretary shall 
provide, for cost reporting periods beginning 
on or after October 1, 1999, for payments for 
home health services 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 es
tablish 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 benefit as of the date 
of the enactment of the this section. includ
ing medical supplies, shall be paid for on the 
basis of a prospective payment amount de
termined under this subsection and applica
ble to the services involved. In implementing 
the system, the Secretary may provide for a 
transition (of not longer than 4 years) during 
which a portion of such payment is based on 
ag·ency-specific costs, but only if such transi
tion does not result in aggregate payments 
under this title that exceed the aggregate 
payments that would be made if such a tran
sition did not occur. 

"(2) UNIT OF PAYMENT.-In defining a pro
spective payment amount under the system 
under this subsection, the Secretary shall 
consider an appropriate unit of service and 
the number, type, and duration of visits pro
vided within that unit, potential changes in 
the mix of services provided within that unit 
and their cost, and a general system design 
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that provides for continued access to quality 
services. 

"(3) PAYMENT BASIS.
"(A) INITIAL BASIS.-
"(i) IN GENERAL.-Under such system the 

Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts). Such amount (or amounts) shall 
initially be based on the most current au
dited cost report data available to the Sec
retary 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 effect 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 
agencies in a budget neutral manner con
sistent with the case mix and wage level ad
justments provided under paragraph (4)(A). 
Under the system, the Secretary may recog
nize regional differences 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 de
scribed in section 186l(v)(l)(L), as those lim
its are in effect on September 30, 1999. 

"(B) ANNUAL UPDATE.-
"(1) IN GENERAL.-The standard prospective 

payment amount (or amounts) shall be ad
justed for each fiscal year (beginning with 
fiscal year 2001) in a prospective manner 
specified by the Secretary by the home 
health market basket percentage increase 
applicable to the fiscal year involved. 

"(ii) HOME HEALTH MARKET BASKET PER
CENTAGE INCREASE.-For purposes of this sub
section, the term 'home health market bas
ket percentage increase ' means, with respect 
to a fiscal year, a percentage (estimated by 
the Secretary before the beginning of the fis
cal year) determined and applied with re
spect to the mix of goods and services in
cluded in home health services in the same 
manner as the market basket percentage in
crease under section 1886(b)(3)(B)(iii) is de
termined and applied to the mix of goods and 
services comprising inpatient hospital serv
ices for the fiscal year. 

"(C) ADJUSTMENT FOR OUTLIERS.-The Sec
retary shall reduce the standard prospective 
payment amount (or amounts) under this 
paragraph applicable to home health services 
furnished during a period by such proportion 
as will result in an aggregate reduction in 
payments for the period equal to the aggre
gate increase in payments resulting from the 
application 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 applicable standard prospective payment 
amount adjusted as follows: 

"(i) CASE MIX ADJUSTMENT.- The amount 
shall be adjusted by an appropriate case mix 
adjustment factor (established under sub
paragraph (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 dif
ferences in such costs by an area wage ad
justment factor (established under subpara
graph (C)) for the area in which the services 
are furnished or such other area as the Sec
retary may specify. 

"(B) ESTABLISHMENT OF CASE MIX ADJUST
MENT FACTORS.-The Secretary shall estab-

lish appropriate case mix adjustment factors 
for home health services in a manner that 
explains a significant amount of the vari
ation in cost among different units of serv
ices. 

"(C) ESTABLISHMENT OF AREA WAGE ADJUST
MENT FACTORS.-The Secretary shall estab
lish area wage adjustment factors that re
flect the relative level of wages and wage-re
lated 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) OUTLIERS.-The Secretary may provide 
for an addition or adjustment to the pay
ment amount otherwise made in the case of 
outliers because of unusual variations in the 
type or amount of medically necessary care. 
The tota l amount of the additional payments 
or payment adjustments made under this 
paragraph with respect to a fiscal year may 
not exceed 5 percent of the total payments 
projected or estimated to be made based on 
the prospective payment system under this 
subsection in that year. 

"(6) PRORATION OF PROSPECTIVE PAYMENT 
AMOUNTS.-If a beneficiary elects to transfer 
to, or receive services from, another home 
health agency within the period covered by 
the prospective payment amount, the pay
ment shall be prorated between the home 
health agencies involved. 

"(c) R EQUIREMENTS FOR PAYMENT lNFORMA
TION.-With respect to home health services 
furnished on or after October l, 1998, no 
claim for such a service may be paid under 
this title unless-

"(l) the claim has the unique identifier 
(provided under section 1842(r)) for the physi
cian who prescribed the services or made the 
certification 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 has information (coded in 
an appropriate manner) on the length of 
time of the service visit, as measured in 15 
minute increments. 

"(d) LIMITATION ON REVIEW.- There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(1) the establishment of a transition pe
riod under subsection (b)(l); 

"(2) the definition and application of pay
ment units under subsection (b)(2); 

"(3) the computation of initial standard 
prospective payment amounts under sub
section (b)(3)(A) (including the reduction de
scribed in clause (ii) of such subsection); 

"(4) the adjustment for outliers under sub
section (b)(3)(C); 

"(5) case mix and area wage adjustments 
under subsection (b)(4); 

"(6) any adjustments for outliers under 
subsection (b)(5); and 

"(7) the amounts or types of exceptions or 
adjustments under subsection (b)(7).". 

(b) ELIMINATION OF PERIODIC lN'rERIM PAY
MENTS FOR HOME HEALTH AGENCIES.- Section 
1815(e)(2) (42 U.S.C. 1395g(e)(2)) is amended

(!) by inserting "and" at the end of sub
paragraph (C), 

(2) by striking subparagraph (D), and 
(3) by redesignating subparagraph (E) as 

subparagraph (D). 
(C) CONFORMING AMENDMENTS.-
(1) P AYMENTS 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) p A YMENTS UNDER p ART 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 
defined in section 186l(kk)), the amount de
termined under the prospective payment sys
tem under section 1895;"; 

(ii) by striking "and" at the end of sub
paragraph (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-

, ' (1) the reasonable cost of such services, as 
determined under section 186l(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 patients are low-income (and requests 
that payment be made under this provision), 
free of charge or at nominal charges to the 
public, the amount determined in accordance 
with section 1814(b)(2);". 

(B) REQUIRING PAYMENT FOR ALL ITEMS AND 
SERVICES TO BE MADE TO AGENCY.-

(1) IN GENERAL.-The first sentence of sec
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)), as 
amended by section 4401(b)(2), is amended

(!) by striking "and (E)" and inserting 
"(E)"; and 

(II) by striking the period at the end and 
inserting the following: ", and (F) in the case 
of home health services furnished to an indi
vidual 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 arrangement with 
them made by the agency, or when any other 
contracting or consulting arrangement, or 
otherwise).". 

(ii) CONFORMING AMENDMENT.-Section 
1832(a)(l) (42 U.S.C. 1395k(a)(l)), as amended 
by section 4401(b), is amended by striking 
"and section 1842(b)(6)(E)" and inserting ", 
section 1842(b)(6)(E), and section 
1842(b)(6)(F)" . 

(C) EXCLUSIONS FROM COVERAGE.-Section 
1862(a) (42 U.S.C. 1395y(a)), as amended by 
sections 4401(b) and 4421(b), is amended-

(i) by striking "or" at the end of paragraph 
(17); 

(ii) by striking the period at the end of 
paragraph (18) and inserting"; or"; and 

(iii) inserting after paragraph (18) the fol
lowing new paragraph: 

"(19) 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 submitted by the agen
cy.". 

(d) EFFECTIVE DATE.-Except as otherwise 
provided, the amendments made by this sec
tion shall apply to cost reporting periods be
ginning on or after October l , 1999. 

Subtitle G-Provisions Relating to Part B 
Only 

CHAPTER 1-PHYSICIANS' SERVICES 
SEC. 4601. 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 redeslgnating subparagraph (C) as 

subparagraph (D), and 
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(2) by inserting after subparagraph (B) the 

following: 
"(C) SPECIAL RULES FOR 1998.-The single 

conversion factor for 1998 under this sub
section shall be the conversion factor for pri
mary care services for 1997, increased by the 
Secretary's estimate of the weighted average 
of the three separate updates that would oth
erwise occur were it not for the enactment of 
chapter 1 of subtitle G of title X of the Bal
anced 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 
appears in subsection (d)(l)(A) and 
(d)(l)(D)(ii) (as redesignated by subsection 
(a)(l)), 

(2) in subsection (d)(l)(A), by striking " or 
updates", 

(3) in subsection (d)(l)(D) (as redesignated 
by subsection (a)(l)), by striking " (or up
dates)" each place it appears, and 

(4) in subsection (i)(l)(C), by striking " con
version factors" and inserting "the conver-
sion factor" . · 
SEC. 4602. ESTABLISHING UPDATE TO CONVER

SION FACTOR TO MATCH SPENDING 
UNDER SUSTAINABLE GROWTH 
RATE. 

(a) UPDATE.-
(1) IN GENERAL.-Section 1848(d)(3) (42 

U.S.C. 1395w-4(d)(3)) is amended to read as 
follows: 

" (3) UPDATE.-
" (A) IN GENERAL.- Unless otherwise pro

vided by law, subject to subparagraph (D) 
and the budget-neutrality factor determined 
by the Secretary under subsection 
(c)(2)(B)(ii), the update to the single conver
sion 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 
percentage increase in the MEI (as defined in 
section 1842(i)(3)) for the year (divided by 
100), and 

" (ii) 1 plus the Secretary's estimate of the 
update adjustment factor for the year (di
vided by 100), 
minus 1 and multiplied by 100. 

" (B) UPDA'rE ADJUS'l'MENT FACTOR.- For 
purposes of subparagraph (A)(ii), the 'update 
adjustment factor ' for a year is equal to the 
quotient (as estimated by the Secretary) of-

" (i) the difference between (I) the sum of 
the allowed expenditures for physicians' 
services (as determined under subparagraph 
(C)) during the period beginning July 1, 1997, 
and ending on June 30 of the year involved, 
and (II) the sum of the amount of actual ex
penditures for physicians ' services furnished 
during the period beginning July 1, 1997, and 
ending on June 30 of the preceding year; di
vided by 

" (ii) the actual expenditures for physi
cians' services for the 12-month period end
ing on June 30 of the preceding year, in
creased by the sustainable growth rate under 
subsection (f) for the fiscal year which begins 
during such 12-month period. 

"(C) DETERMINATION OF ALLOWED EXPENDI
TURES.-For purposes of this paragraph, the 
allowed expenditures for physicians' services 
for the 12-month period ending with June 30 
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 al
lowed expenditures for physicians' services 
for the previous year, increased by the sus
tainable growth rate under subsection (f) for 
the fiscal year which begins during such 12-
month period. 

" (D) RESTRICTION ON VARIATION FROM MEDI
CARE ECONOMIC INDEX.- Notwithstanding the 
amount of the update adjustment factor de
termined under subparagraph (B) for a year , 
the update in the conversion factor under 
this paragraph for the year may not be-

" (i) greater than 100 times the following 
amount: (1.03 + (MEI percentage/100)) -1; or 

" (ii) less than 100 times the following 
amount: (0.93 + (MEI percentage/100)) -1, 
where 'MEI percentage ' means the Sec
retary 's estimate of the percentage increase 
in the MEI (as defined in section 1842(i)(3)) 
for the year involved. " . 

(2) EFFECTIVE DATE.- The amendment 
made by paragraph (1) shall apply to the up
date 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. 4603. 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 para
graphs (2) through (5) and inserting the fol
lowing: 

"(2) SPECIFICATION OF GROWTH RATE.- The 
sustainable growth rate for all physicians' 
services for a fiscal year (beginning with fis
cal year 1998) shall be equal to the product 
of-

"(A) 1 plus the Secretary's estimate of the 
weighted average . percentage increase (di
vided by 100) in the fees for all physicians' 
services in the fiscal year involved, 

" (B) 1 plus the Secretary's estimate of the 
percentage change (divided by 100) in the av
erage number of individuals enrolled under 
this part (other than MedicarePlus plan en
rollees) from the previous fiscal year to the 
fiscal year involved, 

"(C) 1 plus the Secretary 's estimate of the 
projected percentage growth in real gross do
mestic product per capita (divided by 100) 
from the previous fiscal year to the fiscal 
year involved, and 

" (D) 1 plus the Secretary's estimate of the 
percentage change (divided by 100) in expend
itures for all physicians' services in the fis
cal year (compared with the previous fiscal 
year) which will resuit from changes in law 
and regulations, determined without taking 
into account estimated changes in expendi
tures due to changes in the volume and in
tensity of physicians' services resulting from 
changes in the update to the conversion fac
tor under subsection (d)(3), 
minus 1 and multiplied by 100. 

" (3) DEFINITIONS.-In this subsection: 
" (A) SERVICES INCLUDED IN PHYSICIANS' 

SERVICES.-The term 'physicians' services' 
includes other items and services (such as 
clinical diagnostic laboratory tests and radi
ology services), specified by the Secretary, 
that are commonly performed or furnished 
by a physician or in a physician's office, but 
does not include services furnished to a 
MedicarePlus plan enrollee. 

"(B) MEDICAREPLUS PLAN ENROLLEE.- The 
term 'MedicarePlus plan enrollee' means, 
with respect to a fiscal year, an individual 
enrolled under this part who has elected to 
receive benefits under this title for the fiscal 
year through a MedicarePlus plan offered 
under part C, and also includes an individual 
who is receiving benefits under this part 
through enrollment with an eligible organi
zation with a risk-sharing contract under 
sec tion 1876. " . 

(b) CONFORMING AMENDMENTS.-Section 
1848(f) (42 U.S.C. 1395w-4(f)) is amended-

(1) in the heading, by striking " VOLUME 
PERFORMANCE STANDARD RATES OF IN-

CREASE" and inserting " SUSTAINABLE 
GROWTH RATE" ; and 

(2) in paragraph (1)-
(A) in the heading, by striking "VOLUME 

PERFORMANCE STANDARD RATES OF INCREASE" 
and inserting " SUSTAINABLE GROWTH RATE'', 

(B) by striking subparagraphs (A) and (B); 
and 

(C) in paragraph (l)(C)-
(i) in the heading, by striking " PERFORM

ANCE STANDARD RATES OF INCREASE" and in
serting " SUSTAINABLE GROWTH RATE " ; 

(ii) in the first sentence, by striking " with 
1991), the performance standard rates of in
crease" and all that follows through the first 
period and inserting "with 1999), the sustain
able growth rate for the fiscal year begin
ning in that year. " ; and 

(iii) in the second sentence, by striking 
' 'January 1, 1990, the performance standard 
rate of increase under subparagraph (D) for 
fiscal year 1990" and inserting "January 1, 
1999, the sustainable growth rate for fiscal 
year 1999' ' . 
SEC. 4604. PAYMENT RULES FOR ANESTHESIA 

SERVICES. 
(a) IN GENERAL.-Section 1848(d)(l) (42 

U.S.C. 1395w-4(d)(l)), as amended by section 
4601, is amended-

(A) in subparagraph (C), striking "The sin
gle" and inserting " Except as provided in 
subparagraph (D), the single"; 

(B) by redesignating subparagraph (D) as 
subparagraph (E); and 

(C) by inserting after subparagraph (C) the 
following new subparagraph: 

" (D) SPECIAL RULES FOR ANESTHESIA SERV
ICES.- The separate conversion factor for an
esthesia services for a year shall be equal to 
46 percent of the single conversion factor es
tablished for other physicians' services, ex
cept as adjusted for changes in work, prac
tice expense, or malpractice relative value 
units. " . 

(b) CLASSIFICATION OF ANESTHESIA SERV
ICES.-The first sentence of section 1848(j)(l) 
(42 U.S.C. 1395w-4(j)(l)) is amended-

(!) by striking " and including anesthesia 
services"; and 

(2) by inserting before the period the fol
lowing: " (including anesthesia services)" . 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished on or after January 1, 1998. 
SEC. 4605. IMPLEMENTATION OF RESOURCE

BASED PHYSICIAN PRACTICE EX
PENSE. 

(a) 1-YEAR DELAY IN IMPLEMENTATION.
Section 1848(c) (42 U.S.C. 1395w-4(c)) is 
amended-

(1) in paragraph (2)(C)(ii), in the matter be
fore subclause (I) and after subclause (II), 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.-
(1) IN GENERAL.- Section 1848(c)(2)(C)(ii) (42 

U.S.C. 1395w-4(c)(2)(C)(ii)) is further amend
ed-

(A) by striking the comma at the end of 
clause (ii) and inserting a period and the fol
lowing: 
" For 1999, such number of units shall be de
termined 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 prod
uct and based 50 percent on such relative 
practice expense resources. 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. 
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For a subsequent year, such number of units 
shall be determined based entirely on such 
relative practice expense resources.". 

(2) CONFORMING AMENDMENT .-Section 
1848(c)(3)(C)(1i) (42 U.S.C. 1395w--4(c)(3)(C)(11)), 
as amended by subsection (a)(2), is amended 
by striking "1999" and inserting "2002". 

(c) REQUIREMENTS FOR DEVELOPING NEW 
RESOURCE-BASED PRACTICE EXPENSE REL
ATIVE VALUE UNITS.-

(!) DEVELOPMENT.-For purposes of section 
1848(c)(2)(C) 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 prac
ticable, generally accepted accounting prin
ciples and standards which (i) recognize all 
staff, equipment, supplies, and expenses, not 
just those which can be tied to specific pro
cedures, and (ii) use actual data on equip
ment utilization and other key assumptions, 
such as the proportion of costs which are di
rect versus indirect; 

(B) study whether hospital cost reduction 
efforts and changing practice patterns may 
have increased physician practice costs 
under part B of the medicare program; 

(C) consider potential adverse effects on 
pa ti en t access under the me di care program; 
and 

(D) consult with organizations rep
resenting physicians regarding methodology 
and data to be used, including data for im
pact projections, in order to ensure that suf
ficient input has been received by the af
fected physician community. 

(2) REPORT.-The Secretary shall transmit 
a report by March 1, 1998, on the develop
ment of resource-based relative value units 
under paragraph (1) to the Committee on 
Ways and Means and the Committee on Com
merce of the House of Representatives and 
the Committee on Finance of the Senate. 
The report shall include a presentation 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 rel
ative value units on or before May 1, 1998, 
and shall allow for a 90-day public comment 
period. 

(4) ITEMS INCLUDED.-The proposed new 
rule shall include the following: 

(A) Detailed impact projections which 
compare new proposed payment amounts on 
data on actual physician practice expenses. 

(B) Impact projections for specialties and 
subspecialties, geographic payment local
ities, urban versus rural localities, and aca
demic versus nonacademic medical staffs. 

(C) Impact projections on access to care for 
medicare patients and physician employ
ment of clinical and administrative staff. 
SEC. 4606. DISSEMINATION OF INFORMATION ON 

HIGH PER DISCHARGE RELATIVE 
VALUES FOR IN-HOSPITAL PHYSI· 
CIANS' SERVICES. 

(a) DETERMINATION AND NOTICE CONCERNING 
HOSPITAL-SPECIFIC PER DISCHARGE RELATIVE 
VALUES.-

(!) IN GENERAL.-For 1999 and 2001 the Sec
retary o( Health and Human Services shall 
determine for each hospital-

(A) the hospital-specific per discharge rel
ative value under subsection (b); and 

(B) whether the hospital-specific relative 
value is projected to be excess! ve (as deter
mined 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 MEDICAL STAFFS AND CAR
RIERS.- The Secretary shall notify the med
ical executive committee of each hospital 
identifies 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). 

(b) DETERMINATION OF HOSPITAL-SPECIFIC 
PER DISCHARGE RELATIVE VALUES.-

(!) IN GENERAL.-For purposes of this sec
tion, the hospital-specific per discharge rel
ative 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 determined under section 
1848(c)(2) of the Social Security Act) for phy
sicians' services furnished to inpatients of 
the hospital by the hospital's medical staff 
(excluding interns and residents) during the 
second year preceding that calendar year, 
adjusted for variations in case-mix and dis
proportionate share status among hospitals 
(as determined by the Secretary under para
graph (3)). 

(2) SPECIAL RULE FOR TEACHING HOS
PITALS.- 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 fur
nished to inpatients of the hospital by the 
hospital 's medical staff (excluding interns 
and residents) during the second year pre
ceding that calendar year, and 

(B) the equivalent per discharge relative 
value (as determined under such section) for 
physicians' services furnished to inpatients 
of the hospital by interns and residents of 
the hospital during the second year pre
ceding that calendar year, adjusted for vari
ations in case-mix, disproportionate share 
status, and teaching status among hospitals 
(as determined by the Secretary under para
graph (3)). 
The Secretary shall determine the equiva
lent relative value unit per discharge for in
terns and residents based on the best avail
able 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 dis
charge relative values otherwise determined 
under this subsection to take into account 
the needs of teaching hospitals and hospitals 
receiving additional payments under sub
paragraphs (F) and (G) of section 1886(d)(5) of 
the Social Security Act. The adjustment for 
teaching status or disproportionate share 
shall not be less than zero. 

(c) DEFINITIONS.-For purposes of this sec
tion: 

(1) HOSPITAL.-The term "hospital" means 
a subsection (d) hospital as defined in sec
tion 1886( d) of the Social Security Act ( 42 
U .S.C. 1395ww(d)). 

(2) MEDICAL STAFF.-An individual fur
nishing 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 Commis
sion on Accreditation of Health Organiza
tions)-

(i) the individual is subject to bylaws, 
rules, and regulations established by the hos
pital to provide a framework for the self-gov
ernance of medical staff activities, 

(ii) subject to the bylaws, rules, and regu
lations, the individual has clinical privileges 
granted by the hospital's governing body, 
and 

(111) under the clinical privileges, the indi
vidual may provide physicians" services 

independently within the scope of the indi
vidual's clinical privileges, or 

(B) if the physician provides at least one 
service to an individual entitled to benefits 
under this title in that hospital. 

(3) PHYSICIANS' SERVICES.-The term "phy
sicians" services" means the services de
scribed in section 1848(j)(3) of the Social Se
curity Act (42 U.S.C. 1395w--4(j)(3)). 

( 4) RURAL AREA; URBAN AREA.-The terms 
"rural area" and "urban area" have the 
meaning 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 "teach
ing hospital" means a hospital which has a 
teaching program approved as specified in 
section 1861(b)(6) of the Social Security Act 
(42 U.S.C. 1395x(b)(6)). 
SEC. 4607. NO X-RAY REQUffiED FOR CHmO

PRACTIC SERVICES. 
(a) IN GENERAL.-Section 1861(r)(5) (42 

U.S.C. 1395x(r)(5)) is amended by striking 
"demonstrated by X-ray to exist". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to services 
furnished on or after January 1, 1998. 

(C) UTILIZATION GUIDELINES.-The Sec
retary of Health and Human Services shall 
develop and implement utilization guidelines 
relating to the coverage of chiropractic serv
ices 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. 
SEC. 4608. TEMPORARY COVERAGE RESTORA· 

TION FOR PORTABLE ELECTRO· 
CARDIOGRAM TRANSPORTATION. 

(a) IN GENERAL.-Effective for electro
cardiogram tests performed during 1998, the 
Secretary of Health and Human Services 
shall restore separate payment, under part B 
of title XVIII of the Social Security Act, for 
the transportation of electrocardiogram 
equipment (HCPCS code R0076) based upon 
the status code and relative value units es
tablished for such service as of December 31, 
1996. 

(b) REPORT.- By not later than July 1, 1998, 
the Comptroller General shall submit to 
Congress a report on the appropriateness of 
continuing such payment. 

CHAPTER 2-0THER PAYMENT 
PROVISIONS 

SEC. 4611. PAYMENTS FOR DURABLE MEDICAL 
EQUIPMENT. 

(a) REDUCTION IN PA YMEN'r AMOUNTS FOR 
ITEMS OF DURABLE MEDICAL EQUIPMENT.-

(!) FREEZE IN UPDATE FOR COVERED ITEMS.
Section 1834(a)(l4) (42 U.S.C. 1395m(a)(14)) is 
amended-

(A) by striking "and" at the end of sub
paragraph (A); 

(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 

inserting a semicolon; and 
(C) by adding at the end the following: 
"(C) for each of the years 1998 through 2002, 

0 percentage points; and 
"(D) for a subsequent year, the percentage 

increase 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) UPDA'I'E FOR ORTHOTICS AND PROS
THETICS.-Section 1834(h)(4)(A) (42 u.s.c. 
1395m(h)( 4)(A)) is amended-

( A) by striking ", and" at the end of clause 
(iii) and inserting a semicolon; 
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(B) in clause (iv), by striking "a subse

quent year" and inserting "1996 and 1997", 
and 

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

"(v) for each of the years 1998 through 2002, 
1 percent, and 

"(vi) for a subsequent year, the percentage 
increase in the consumer price index for all 
urban consumers (United States city aver
age) for the 12-month period ending with 
June of the previous year;". 

(c) PAYMENT FREEZE FOR PARENTERAL AND 
ENTERAL NUTRIENTS, SUPPLIES, AND EQUIP
MENT.-In determining the amount of pay
ment under part B of title XVIII of the So
cial Security Act with respect to parenteral 
and enteral nutrients, supplies, and equip
ment during each of the years 1998 through 
2002, the charges determined to be reasonable 
with respect to such nutrients, supplies, and 
equipment may not exceed the charges de
termined to be reasonable with respect to 
such nutrients, supplies, and equipment dur
ing 1995. 
SEC. 4612. OXYGEN AND OXYGEN EQUIPMENT. 

Section 1834(a)(9)(C) (42 U.S.C. 
1395m(a)(9)(0)) is amended-

(1) by striking "and" at the end of clause 
(iii); 

(2) in clause (iv)-
(A) by striking "a subsequent year" and in

serting "1993, 1994, 1995, 1996, and 1997", and 
(B) by striking the period at the end and 

inserting a semicolon; and 
(3) by adding at the end the following new 

clauses: 
"(v) in each of the years 1998 through 2002, 

is 80 percent of the national limited monthly 
payment rate computed under subparagraph 
(B) for the item for the year; and 

"(vi) in a subsequent year, is the national 
limited monthly payment rate computed 
under subparagraph (B) for the item for the 
year. " . 
SEC. 4613. REDUCTION IN UPDATES TO PAYMENT 

AMOUNTS FOR CLINICAL DIAG
NOSTIC LABORATORY TESTS. 

(a) CHANGE IN UPDATE.-Section 
1833(h)(2)(A)(il)(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 l, 

1998," after "1995,", and 
(B) by striking the period at the end and 

inserting " , and"; and 
(3) by adding at the end the following new 

clause: 
" (viii) after December 31, 1997, is equal to 

72 percent of such median.". 
SEC. 4614. SIMPLIFICATION IN ADMINISTRATION 

OF LABORATORY TESTS. 

(a) SELECTION OF REGIONAL CARRIERS.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
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 
region, 
for the purpose of payment of claims under 
part B of title XVIII of the Social Security 
Act with respect to clinical diagnostic lab
oratory tests (other than for tests performed 
in physician offices) furnished on or after 
such date (not later than January 1, 1999) as 
the Secretary specifies. 

(2) DESIGNATION.- In designating such car
riers, the Secretary shall consider, among 
other criteria-

(A) a carrier 's timeliness, quality, and ex
perience in claims processing, and 

(B) a carrier's capacity to conduct elec
tronic data interchange with laboratories 
and data matches with other carriers. 

(3) SINGLE DATA RESOURCE.-The Secretary 
may select one of the designated carriers to 
serve as a central statistical resource for all 
claims information relating to such clinical 
diagnostic laboratory tests handled by all 
the designated carriers under such part. 

(4) ALLOCATION OF CLAIMS.-The allocation 
of claims for clinical diagnostic laboratory 
tests to particular designated carriers shall 
be based on whether a carrier serves the geo
graphic area where the laboratory specimen 
was collected or other method specified by 
the Secretary. 

(b) ADOPTION OF UNIFORM POLICIES FOR 
CLINICAL LABORATORY TESTS.-

(1) IN GENERAL.-Not later than July 1, 
1998, the Secretary shall first adopt, con
sistent with paragraph (2), uniform coverage, 
administration, and payment policies for 
clinical diagnostic laboratory tests under 
part B of title XVIII of the Social Security 
Act, using a negotiated rulemaking process 
under subchapter III of chapter 5 of title 5, 
United States Code. 

(2) CONSIDERATIONS IN DESIGN OF UNIFORM 
POLICIES.-The policies under paragraph (1) 
shall be designed to promote uniformity and 
program integrity and reduce administrative 
burdens with respect to clinical diagnostic 
laboratory tests payable under such part in 
connection with the following: 

(A) Beneficiary information required to be 
submitted with each claim or order for lab
oratory tests. 

(B) Physicians' obligations regarding docu
mentation requirements and recordkeeping. 

(C) Procedures for filing claims and for 
providing remittances by electronic media. 

(D) The documentation of medical neces
sity. 

(E) Limitation on frequency of coverage 
for the same tests performed on the same in
dividual. 

(3) CHANGES IN CARRIER REQUIREMENTS 
PENDING ADOPTION OF UNIFORM POLICY .-Dur
ing the period that begins on the date· of the 
enactment of this Act and ends on the date 
the Secretary first implements uniform poli
cies pursuant to regulations promulgated 
under this subsection, a carrier under such 
part may implement changes relating to re
quirements for the submission of a claim for 
clinical diagnostic laboratory tests. 

(4) USE OF INTERIM REGIONAL POLICIES.
After the date the Secretary first imple
ments such uniform policies, the Secretary 
shall permit any carrier to develop and im
plement interim policies of the type de
scribed 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 respond to aberrant utilization or provi
sion of unnecessary services. Except as the 
Secretary specifically permits, no policy 
shall be implemented under this paragraph 
for a period of longer than 2 years. 

(5) INTERIM NATIONAL POLICIES.-After the 
date the Secretary first designates regional 
carriers under subsection (a), the Secretary 
shall establish a process under which des
ignated carriers can collectively develop and 
implement interim national standards of the 
type described in paragraph (1). No such pol
icy shall be implemented under this para
graph for a period of longer than 2 years. 

(6) BIENNIAL REVIEW PROCESS.- Not less 
often than once every 2 years, the Secretary 
shall solicit and review comments regarding 
changes in the uniform policies established 
under this subsection. As part of such bien
nial review process, the Secretary shall spe
cifically review and consider whether to in
corporate or supersede interim, regional, or 
national policies developed under paragraph 
(4) or (5). Based upon such review, the Sec
retary may provide for appropriate changes 
in the uniform policies previously adopted 
under this subsection. 

(7) NOTICE.- Before a carrier implements a 
change or policy under paragraph (3), (4), or 
(5), the carrier shall provide for advance no
tice to interested parties and a 45-day period 
in which such parties may submit comments 
on the proposed change. 

(c) INCLUSION OF LABORATORY REPRESENTA
TIVE ON CARRIER ADVISORY COMMITTEES.
The Secretary shall direct that any advisory 
committee established by such a carrier, to 
advise with respect to coverage, administra
tion or payment policies under part B of title 
XVIII of the Social Security Act, shall in
clude an individual to represent the interest 
and views of independent clinical labora
tories and such other laboratories as the 
Secretary deems appropriate. Such indi
vidual shall be selected by such committee 
from among nominations submitted by na
tional and local' organizations that represent 
independent clinical laboratories. 
SEC. 4615. UPDATES FOR AMBULATORY SUR· 

GICAL SERVICES. 

Section 1833(1)(2)(C) (42 U.S.C. 1395l(i)(2)(C)) 
is amended by striking all that follows 
" shall be increased" and inserting the fol
lowing: "as follows: 

"(i) For fiscal years 1996 and 1997, by the 
percentage increase in the consumer price 
index for all urban consumers (U.S. city av
erage) as estimated by the Secretary for the 
12-month period ending with the midpoint of 
the year involved. 

"(ii) For each of fiscal years 1998 through 
2002 by such percentage increase minus 2.0 
percentage points. 

" (iii) For each succeeding fiscal year by 
such percentage increase. " . 
SEC. 4616. REIMBURSEMENT FOR DRUGS AND 

BIOLOGICALS. 

(a) IN GENERAL.-Section 1842 (42 U.S.C. 
1395u) is amended by inserting after sub
section (n) the following new subsection: 

" (o) 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 bio
logical 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. " . 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) apply to drugs and 
biologicals furnished on or after January 1, 
1998. 
SEC. 4617. 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, is amended 
by inserting after subparagraph (S) the fol
lowing 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 phy
sician (or as prescribed by a physician)-
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"(i) for use immediately before, at, or 

within 48 hours after the time of the admin
istration of the anticancer chemotherapeutic 
agent; and 

"(ii) as a full replacement for the anti
emetic therapy which would otherwise be ad
ministered intravenously.". 

(b) PAYMENT LEVELS.-Section 1834 (42 
U.S.C. 1395m), as amended by sections 
442l(a)(2) and 443l(b)(2), is amended by adding 
at the end the following new subsection: 

"(m) SPECIAL RULES FOR PAYMENT FOR 
ORAL ANTI-NAUSEA DRUGS.-

"(!) LIMITATION ON PER DOSE PAYMENT 
BASIS.- Subject to paragraph (2), the per dose 
payment basis under this part for oral anti
nausea drugs (as defined in paragraph (3)) ad
ministered during a year shall not exceed 90 
percent of the average per dose payment 
basis for the equivalent intravenous anti
emetics administered during the year, as 
computed based on the payment basis ap
plied during 1996. 

"(2) AGGREGATE LIMIT.-The Secretary 
shall make such adjustment in the coverage 
of, or payment basis for, oral anti-nausea 
drugs so that coverage of such drugs under 
this part does not result in any increase in 
aggregate payments per capita under this 
part above the levels of such payments per 
capita that would otherwise have been made 
if there were no coverage for such drugs 
under this part. 

"(3) ORAL ANTI-NAUSEA DRUGS DEFINED.
For purposes of this subsection, the term 
'oral anti-nausea drugs' means drugs for 
which coverage is provided under this part 
pursuant to section 186l(s)(2)(P).". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 4618. RURAL HEALm CLINIC SERVICES. 

(a) PER-VISIT PAYMENT LIMITS FOR PRO
VIDER-BASED CLINICS.-

(!) EXTENSION OF LIMIT.-
(A) IN GENERAL.-The matter in section 

1833(f) (42 U.S.C. 1395l(f)) 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 
furnished after 1997. 

(2) TECHNICAL CLARIFICATION.-Section 
1833(f)(l) ( 42 U .S.C. 1395l(f)(l)) is amended by 
inserting "per visit" after "$46". 

(b) ASSURANCE OF QUALITY SERVICES.-
(!) IN GENERAL.-Subparagraph (I) of the 

first sentence of section 186l(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.-

(!) IN GENERAL.-Section 186l(aa)(7)(B) (42 
U.S.C. 1395x(aa)(7)(B)) is amended by insert
ing before the period at the end the fol
lowing: ", or if the facility has not yet been 
determined to meet the requirements (in
cluding subparagraph (J) of the first sen
tence of paragraph (2)) of a rural health clin
ic". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) applies to waiver re
quests made after 1997. 

(d) REFINEMENT OF SHORTAGE AREA RE
QUIREMENTS.-

(1) DESIGNATION REVIEWED TRIENNIALLY.
Section 1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the second sentence, in the mat
ter in clause (i) preceding subclause (I)-

(A) by striking "and that ls designated" 
and inserting "and that, within the previous 
three-year period, has been designated" ; and 

(B) by striking "or that ls designated" and 
inserting "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 sen
tence, 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 
practitioners (as determined by the Sec
retary), " after "Bureau of the Census)". 

(3) PREVIOUSLY QUALIFYING CLINICS GRAND
FATHERED ONLY TO PREVENT SHORTAGE.-Sec
tion 1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the third sentence by inserting 
before the period "if it is determined, in ac
cordance 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 geo
graphic area served by the clinic". 

(4) EFFECTIVE DATES; IMPLEMENTING REGU
LATIONS.-

(A) IN GENERAL.-Except as otherwise pro
vided, the amendments made by the pre
ceding paragraphs take effect on January 1 
of the first calendar year beginning at least 
one month after enactment of this Act. 

(B) CURRENT RURAL HEALTH CLINICS.-The 
amendments made by the preceding para
graphs take effect, with respect to entities 
that are rural health clinics under title 
XVIII of the Social Security Act on the date 
of enactment of this Act, on January 1 of the 
second calendar year following the calendar 
year specified in subparagraph (A). 

(C) GRANDFATHERED CLINICS.-
(1) IN GENERAL.-The amendment made by 

paragraph (3) shall take effect on the effec
tive date of regulations issued by the Sec
retary under clause (11). 

(ii) REGULATIONS.- The Secretary shall 
issue final regulations implementing para
graph (3) that shall take effect no later than 
January 1 of the third calendar year begin
ning at least one month after enactment of 
this Act. 

SEC. 4619. INCREASED MEDICARE REIMBURSE
MENT FOR NURSE PRACTITIONERS 
AND CLINICAL NURSE SPECIALISTS. 

(a) REMOVAL OF RESTRICTIONS ON SET-
TINGS.-

(1) IN GENERAL.- Clause (ii) of section 
1861(s)(2)(K) ( 42 U .S.C. 1395x(s)(2)(K)) is 
amended to read as follows: 

" (ii) services which would be physicians' 
services if furnished by a physician (as de
fined in subsection (r)(l)) and which are per
formed by a nurse practitioner or clinical 
nurse specialist (as defined in subsection 
(aa)(5)) working in collaboration (as defined 
in subsection (aa)(6)) with a physician (as de
fined in subsection (r)(l)) which the nurse 
practitioner or clinical nurse specialist is le
gally authorized to perform by the State in 
which the services are performed, and such 
services and supplies furnished as an inci
dent 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 
furnishing of such services;". 

(2) CONFORMING AMENDMENTS.-{A) Section 
1861(s)(2)(K) of such Act (42 U.S.C. 
1395x(s)(2)(K)) is further amended-

(i) in clause (i), by inserting "and such 
services and supplies furnished as incident to 
such services as would be covered under sub
paragraph (A) if furnished incident to a -phy
sician 's professional service; and" after " are 
performed,"; and 

(ii) by striking clauses (111) and (iv) . 
(B) Section 1861(b)(4) (42 U.S.C. 1395x(b)(4)) 

is amended by striking " clauses (i) or (iii) of 
subsection (s)(2)(K)" and inserting "sub
section (s)(2)(K)" . 

(C) Section 1862(a)(14) (42 U.S.C. 
1395y(a)(l4)) is amended by striking "section 
1861(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and in
serting "section 186l(s)(2)(K)". 

(D) Section 1866(a)(l)(H) (42 U.S.C. 
1395cc(a)(l)(H)) is amended· by striking "sec
tion 1861(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and 
inserting "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 
10401(a), is amended by striking "through 
(iii)" and inserting "and (ii)". 

(b) INCREASED PAYMENT.-
(1) FEE SCHEDULE AMOUNT.-Clause (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) (relating to nurse practi
tioner 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 serv
ices 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.-(A) Section 
1833(r) (42 U.S.C. 1395l(r)) is amended-

(i) in paragraph (1), by striking "section 
1861(s)(2)(K)(iii) (relating to nurse practi
tioner or clinical nurse specialist services 
provided in a rural area)" and inserting "sec
tion 1861(s)(2)(K)(i1) (relating to nurse practi
tioner or clinical nurse specialist services)"; 

(ii) by striking paragraph (2); 
(iii) in paragraph (3), by striking "section 

186l(s)(2)(K)(iii)" and inserting "section 
1861(s)(2)(K)(ii)"; and 

(iv) by redesignating paragraph (3) as para
graph (2). 

(B) Section 1842(b)(l2)(A) (42 U.S.C. 
1395u(b)(12)(A)) is amended, in the matter 
preceding clause (i), by striking "clauses (i), 
(ii), or (iv) of section 1861(s)(2)(K) (relating to 
a physician assistants and nurse practi
ttoners)" and inserting " section 
1861(s)(2)(K)(i) (relating to physician assist
ants)". 

(C) DIRECT PAYMENT FOR NURSE PRACTI
TIONERS AND CLINICAL NURSE SPECIALISTS.-

(!) IN GENERAL.-Section 1832(a)(2)(B)(iv) 
(42 U.S.C. 1395k(a)(2)(B)(1v)) is amended by 
striking ''provided in a rural area (as defined 
in section 1886(d)(2)(D))" and inserting "but 
only if no facility or other provider charges 
or is paid any amounts with respect to the 
furnishing of such services". 

(2) CONFORMING AMENDMENT.-Section 
1842(b)(6)(C) (42 U.S .C. 1395u(b)(6)(C)) is 
amended-

( A) by striking " clauses (1), (ii), or (iv)" 
and inserting " clause (i)"; and 

(B) by striking "or nurse practitioner". 

(d) DEFINITION OF CLINICAL NURSE SPE
CIALIST CLARIFIED.- Section 1861(aa)(5) (42 
U.S.C. 1395x(aa)(5)) is amended-

(1) by inserting "(A)" after "(5)"; 
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(2) by striking ' The term 'physician assist

ant'" and all that follows through "who per
forms" and inserting " The term 'physician 
assistant' and the term ·nurse practitioner' 
mean, for purposes of this title, a physician 
assistant or nurse practitioner who per
forms"; and 

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

" (B) The term 'clinical nurse specialist' 
means, for purposes of this title, an indi
vidual who-

"(i) is a registered nurse and is licensed to 
practice nursing in the State in which the 
clinical nurse specialist . services are per
formed; and 

"(ii) holds a master's degree in a defined 
clinical area of nursing from an accredited 
educational institution.". 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 4620. INCREASED MEDICARE REIMBURSE

MENT FOR PHYSICIAN ASSISTANTS. 

(a) REMOVAL OF RESTRICTION ON SET
TINGS.-Section 1861(s)(2)(K)(i) (42 u.s.c. 
1395x(s)(2)(K)(i)) is amended-

(1) by striking " (I) 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 
furnishing of such services,". 

(b) INCREASED PAYMENT.- Paragraph (12) of 
section 1842(b) (42 U.S.C. 1395u(b)), as amend
ed by section 4619(b)(2)(B), is amended to 
read as follows: 

" (12) With respect to services described in 
section 1861(s)(2)(K)(i)-

" (A) payment under this part may only be 
made on an assignment-related basis; and 

" (B) the amounts paid under this part shall 
be eq_ual to 80 percent of (i) the lesser of the 
actual charge or 85 percent of the fee sched
ule amount provided under section 1848 for 
the same service provided Dy a physician 
who is not a specialist; 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. " . 

(C) REMOVAL OF RESTRICTION ON EMPLOY
MENT RELATIONSHIP.-Section 1842(b)(6) (42 
U.S.C. 1395u(b)(6)) is amended by adding at 
the end the following new sentence: "For 
purposes of clause (C) of the first sentence of 
this paragraph, an employment relationship 
may include any independent contractor ar
rangement, and employer status shall be de
termined in accordance with the law of the 
State in which the services described in such 
clause are performed.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 4621. RENAL DIALYSIS-RELATED SERVICES. 

(a) AUDITING OF COST REPORTS.-The Sec
retary shall audit a sample of cost reports of 
renal dialysis providers for 1995 and for each 
third year thereafter. 

(b) IMPLEMENTATION OF QUALITY STAND
ARDS.- The Secretary of Health and Human 
Services shall develop and implement, by not 
later than January 1, 1999, a method to meas
ure and report q_uality of renal dialysis serv
ices provided under the medicare program 
under title XVIII of the Social Security Act 
in order to reduce payments for inappro
priate or low q_uality care. 

SEC. 4622. PAYMENT FOR COCHLEAR IMPLANTS 
AS CUSTOMIZED DURABLE MEDICAL 
EQUIPMENT. . 

(a) IN GENERAL.-Section 1834(h)(l)(E) (42 
U.S.C. 1395m(h)(l)(E)) is amended by adding 
at the end the following: " Payment for coch
lear implants shall be made in accordance . 
with subsection (a)(4), and, in applying such 
subsection to cochlear implants, carriers 
shall take into consideration technological 
innovations and data on charges to the ex
tent that such charges reflect such innova
tions. '' . 

(b) EFFECTIVE DATE.-The . amendment 
made by subsection (a) applies to implants 
implanted on or after January 1, 1998. 

CHAPTER 3-PART B PREMIUM 
SEC. 4631. PART B PREMIUM. 

(a) IN GENERAL.-The first , second and 
third sentences of section 1839(a)(3) (42 U.S.C. 
1395r(a)(3)) are amended to read as follows: 
' 'The Secretary, during September of each 
year, shall determine and promulgate a 
monthly premium rate for the succeeding 
calendar year. That monthly premium rate 
shall be eq_ual to 50 percent of the monthly 
actuarial rate for enrollees 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 (f) " , 

(B) in the last sentence of subsection 
(a)(3)-

(i) by inserting "rate" after " premium" , 
and 

(ii) by striking "and the derivation of the 
dollar amounts specified in this paragraph", 

(C) by striking subsection (e), and 
(D) by redesignating subsection (g) as sub

section (e) and inserting that subsection 
after subsection (d). 

(2) SECTION 1844.-Subparagraphs (A)(i) and 
(B)(l) 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". 

Subtitle H-Provisions Relating to Parts A 
andB 

CHAPTER I-PROVISIONS RELATING TO 
MEDICARE SECONDARY PAYER 

SEC. 4701. PERMANENT EXTENSION AND REVI
SION OF CERTAIN SECONDARY 
PAYER PROVISIONS. 

(a) APPLICATION TO DISABLED INDIVIDUALS 
IN 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(1) (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 
appears and inserting " 1862(b)(l)(B)(iii)" . 

(b) INDIVIDUALS WITH END STAGE RENAL 
DISEASE.-

(1) IN GENERAL.-Section 1862(b)(l)(C) (42 
U.S.C. 1395y(b)(l)(C)) is amended-

(A) in the first sentence, by striking " 12-
month" each place it appears and inserting 
" 30-month" , and 

(B) by striking the second sentence. 
(2) EFFECTIVE DATE.-The amendments 

made by paragraph (1) shall apply to items 
and services furnished on or after the date of 
the enactment of this Act and with respect 

to periods beginning on or after the date 
that is 18 months prior to such date . 

(c) IBS-SSA-HCFA DATA MATCH.-
(1) SOCIAL SECURITY ACT.-Section 

1862(b)(5)(C) (42 U.S.C. 1395y(b)(5)(C)) is 
amended 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. 4702. 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 fol
lowing new clause: 

" (v) CLAIMS-FILING PERIOD.- Notwith-
standing 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 ac
cordance with this subparagraph where the 
req_uest for payment is submitted to the enti
ty req_uired or responsible under this sub
section to pay with respect to the item or 
service (or any portion thereof) under a pri
mary plan within the 3-year period beginning 
on the date on which the item or service was 
furnished.''. 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to items and 
services furnished after 1990. The previous 
sentence shall not be construed as permit
ting any waiver of the 3-year-period req_uire
ment (imposed by such amendment) in the 
case of items and services furnished more 
than 3 years before the date of the enact
ment of this Act. 
SEC. 4703. PERMITTING RECOVERY AGAINST 

THIRD PAR1Y 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)(i1)) is amended-

(1) by striking " under this subsection to 
pay" and inserting "(directly, as a third
party administrator, 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 
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 fol
lowing new subparagraph: 

"(F) LIMITATION ON BENEFICIARY LIABIL
ITY.- An individual who is entitled to bene
fits under this title and is furnished an item 
or service for which such benefits are incor
rectly paid is not liable for repayment of 
such benefits under this paragraph unless 
payment of such benefits was made to the in
dividual. " . 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to items and 
services furnished on or after the date of the 
enactment of this Act. • 

CHAPTER 2-HOME HEAL TH SERVICES 
SEC. 4711. RECAPTURING SAVINGS RESULTING 

FROM TEMPORARY FREEZE ON PAY
MENT INCREASES FOR HOME 
HEALTH SERVICES. 

(a) BASING UPDA'l'ES TO PER VISIT COST 
LIMITS ON LIMITS FOR FISCAL YEAR 1993.
Sec tion 1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) 
is amended by adding at the end the fol
lowing: 
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"(iv) In establishing limits under this sub

paragraph for cost reporting periods begin
ning after September 30, 1997, the Secretary 
shall not take into account any changes in 
the home health market basket, as deter
mined by the Secretary, with respect to cost 
reporting periods which began on or after 
July 1, 1994, and before July 1, 1996.". 

(b) NO EXCEPTIONS PERMITI'ED BASED ON 
AMENDMENT.-The Secretary of Health and 
Human Services shall not consider the 
amendment made by subsection (a) in mak
ing any exemptions and exceptions pursuant 
to section 1861(v)(l)(L)(ii) of the Social Secu
rity Act (42 U.S.C. 1395x(v)(l)(L)(ii)). 
SEC. 4712. INTERIM PAYMENTS ·FOR HOME 

HEALTH SERVICES. 
(a) REDUCTIONS IN COST LIMITS.-Section 

186l(v)(l)(L)(i) (42 U.S.C. 1395x(v)(l)(L)(i)) is 
amended-

(1) by moving the indentation of subclauses 
(I) through (III) 2-ems to the left; 

(2) in subclause (I), 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 (II), by striking ", or" and 
inserting "of such mean,"; 

( 4) in subclause (III)-
(A) by inserting "and before October 1, 

1997," after "July 1, 1987,", and 
(B) by striking the comma at the end and 

inserting "of such mean, or"; and 
(5) by striking the matter following sub

clause (III) and inserting the following: 
"(IV) 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 4711(a), is amended by 
inserting adding at the end the following 
new clauses: 

"(v) For services furnished by home health 
agencies for cost reporting periods beginning 
on or after October l, 1997, the Secretary 
shall provide for an interim system of limits. 
Payment shall not exceed the costs deter
mined under the preceding provisions of this 
subparagraph or, if lower, the product of-

"(I) an agency-specific per beneficiary an
nual limitation calculated based 75 percent 
on the reasonable costs (including nonrou
tine medical supplies) for the agency's 12-
month cost reporting period ending during 
1994, and based 25 percent on the standard
ized regional average of such costs for the 
agency's region for cost reporting periods 
ending during 1994, such costs updated by the 
home health market basket index; and 

"(II) the agency's unduplicated census 
count of patients (entitled to benefits under 
this title) for the cost reporting period sub
ject to the limitation. 

"(vi) For services furnished by home 
health agencies for cost reporting periods be
ginning on or after October 1, 1997, the fol
lowing rules apply: 

"(I) For new providers and those providers 
without a 12-month cost reporting period 
ending in calendar year 1994, the per bene
ficiary limitation shall be equal to the me
dian of these limits (or the Secretary's best 
estimates thereof) applied to other home 
health agencies as determined by the Sec
retary. 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 agen
cy, the per beneficiary limitations shall be 
prorated among the agencies.". 

(d) DEVELOPMENT OF CASE MIX SYSTEM.
The Secretary of Health and Human Services 
shall expand research on a prospective pay
ment system for home health agencies under 
the medicare program that ties prospective 
payments to a unit of service, including an 
intensive effort to develop a reliable case 
mix adjuster that explains a significant 
amount of the variances in costs. 

(e) SUBMISSION OF DATA FOR CASE MIX SYS
TEM.-Effective for cost reporting periods be
ginning on or after October 1, 1997, the Sec
retary of Health and Human Services may 
require all home health agencies to submit 
additional information that the Secretary 
considers necessary for the development of a 
reliable case mix system. 
SEC. 4713. CLARIFICATION OF PART-TIME OR 

INTERMI'ITENT 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 intermit
tent 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, sub
ject 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 nursing 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 
(with extensions in exceptional cir
cumstances 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. 4714. STUDY ON DEFINITION OF HOME· 

BOUND. 
(a) S'l'UDY.-The Secretary of Health and 

Human Services shall conduct a study of the 
criteria that should be applied, and the 
method of applying such criteria, in the de
termination of whether an individual is 
homebound for purposes of qualifying for re
ceipt of benefits for home health services 
under the medicare program. Such criteria 
shall include the extent and circumstances 
under which a person may be absent from 
the home but nonetheless qualify. 

(b) REPORT.-Not later than October 1, 1998, 
the Secretary shall submit a report to the 
Congress on the study conducted under sub
section (a). The report shall include specific 
recommendations on such criteria and meth
ods. 
SEC. 4715. PAYMENT BASED ON LOCATION 

WHERE HOME HEALTH SERVICE IS 
FURNISHED. 

(a) CONDITIONS OF PARTICIPATION.-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 sub
mit claims for payment for home health 
services under this title only on the basis of 
the geographic location at which the service 
is furnished, as determined by the Sec
retary. " . 

(b) WAGE ADJUSTMENT.-Section 
1861(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. 

SEC. 4716. NORMATIVE STANDARDS FOR HOME 
HEALTH CLAIMS DENIALS, 

(a) IN GENERAL.- Section 1862(a)(l) (42 
U.S.C. 1395y(a)(l)), as amended by section 
4103(c), is amended-

(1) by striking "and" at the end of subpara
graph (G), 

(2) by striking the semicolon at the end of 
subparagraph (H) and inserting ", and", and 

(3) by inserting after subparagraph (H) the 
following new subparagraph: 

"(I) the frequency and duration of home 
health services which are in excess of nor
mative 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 service visits fur
nished under the medicare program pursuant 
to a prescription or certification of the phy
sician significantly exceeds such threshold 
(or thresholds) as the Secretary specifies. 
The Secretary may adjust such threshold to 
reflect demonstrated differences in the need 
for home health services among different 
beneficiaries. 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to services fur
nished on or after October 1, 1997. 
SEC. 4717. 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 &-month period 
beginning after the date of enactment of this 
Act. 
SEC. 4718. MAKING PART B PRIMARY PAYOR FOR 

CERTAIN HOME HEALTH SERVICES. 
(a) IN GENERAL.-Section 1833(d) (42 u.s.c. 

1395l(d)) is amended-
(1) by striking "(d) No" and inserting 

" (d)(l) Subject to paragraph (2), no", and 
(2) by adding at the end the following new 

paragraph: 
"(2) Payment shall be made under this part 

(rather than under part A), for an individual 
entitled to benefits under part A, for home 
health services, other than the first 100 visits 
of post-hospital home health services fur
nished to an individual.". 

(b) POST-HOSPITAL lfoME HEALTH SERV
ICES.-Section 1861 (42 U.S.C. 1395x) is amend
ed by adding at the end the following: 

"(ss) POST-HOSPITAL HOME HEALTH SERV
ICES.- The term 'post-hospital home health 
services' means home health services fur
nished to an individual under a plan of treat
ment established when the individual was an 
inpatient of a hospital or rural primary care 
hospital for not less than 3 consecutive days 
before discharge, or during a covered post
hospi tal extended care stay, if home heal th 
services are initiated for the individual with
in 30 days after discharge from the hospital, 
rural primary care hospital or extended care 
facility.''. 

(C) PAYMENTS UNDER PART B.- Subpara
graph (A) of section 1833(a)(2) (42 U.S.C. 
1395l(a)(2)) is amended to read as follows: 

"(A) with respect to home health services 
(other than a covered osteoporosis drug (as 
defined in section 1861(kk)), and to items and 
services described in section 1861(s)(10)(A), 
the amounts determined under section 
1861(v)(l)(L) or section 1893, or, if the services 
are furnished by a public provider of serv
ices, or by another provider which dem
onstrates to the satisfaction of the Secretary 
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that a significant portion of its patients are 
low-income (and requests that payment be 
made under this provision), free of charge, or 
at nominal charges to the public, the 
amount determined in accordance with sec
tion 1814(b)(2);". 

(d) PHASE-IN OF ADDITIONAL PART B COSTS 
IN DETERMINATION OF PART B MONTHLY PRE
MIUM.-Section 1839(a) (42 U.S.C. 1395r(a)) is 
amended-

(1) in paragraph (3) in last the sentence in
serted by section 4631(a) of this title, by in
serting "(except as provided in paragraph 
(5)(B))" before the period, and 

(2) by adding after paragraph (4) the fol
lowing: 

"(5)(A) The Secretary shall, at the time of 
determining the monthly actuarial rate 
under paragraph (1) for 1998 through 2003, 
shall determine a transitional monthly actu
arial rate for enrollees age 65 and over in the 
same manner as such rate is determined 
under paragraph (1), except that there shall 
be excluded from such determination an esti
mate of any benefits and administrative 
costs attributable to home health services 
for which payment would have been made 
under part A during the year but for para
graph (2) of section 1833(d). 

"(B) The monthly premium for each indi
vidual enrolled under this part for each 
month for a year (beginning with 1998 and 
ending with 2003) shall be equal to 50 percent 
of the monthly actuarial rate determined 
under subparagraph (A) increased by the fol
lowing proportion of the difference between 
such premium and the monthly premium 
otherwise determined under paragraph (3) 
(without regard to this paragraph): 

" (i) For a month in 1998, 1h. 
"(ii) For a month in 1999, 2h. 
"(iii) For a month in 2000, 3h. 
"(iv) For a month in 2001, 4h . 
"(v) For a month in 2002, 5h. 
"(vi) For a month in 2003, 6h.". 
(e) MAINTAINING APPEAL RIGHTS FOR HOME 

HEALTH SERVICES.-Section 1869(b)(2)(B) (42 
U.S.C. 1395ff(b)(2)(B)) is amended by insert
ing "(or $100 in the case of home health serv
ices)" after "$500" . 

(f) REPORT.-Not later than October 1, 1999, 
the Secretary of Health and Human Services 
shall submit a report to the Committees on 
Commerce and Ways and Means of the House 
of Representatives and the Committee on Fi
nance of the Senate on the impact on home 
health utilization and admissions to hos
pitals and skilled nursing facilities of the 
amendment made by subsection (b). The Sec
retary shall further reexamine and submit a 
report to such Committees on this impact 1 
year after the full implementation of the 
prospective payment system for home health 
services into the medicare program, effected 
under the amendments made by section 4441. 

(g) EFFECTIVE DATE.- The amendments 
made by this section apply to services fur
nished on or after October 1, 1997. 

CHAPTER 3-BABY BOOM GENERATION 
MEDICARE COMMISSION 

SEC. 4721. BIPARTISAN COMMISSION ON THE EF
FECT OF THE BABY BOOM GENERA
TION ON THE MEDICARE PROGRAM. 

(a) ESTABLISHMENT.- There is established a 
commission to be known as the Bipartisan 
Commission on the Effect of the Baby Boom 
Generation on the Medicare Program (in this 
section referred to as the "Commission"). 

(b) DUTIES.- . 
(1) IN GENERAL.-The Commission shall
(A) 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 during 2010 and lasting for approxi
mately 25 years, and 

(B) make specific recommendations to the 
Congress respecting a comprehensive ap
proach to preserve the medicare program for 
the period during which such individuals are 
eligible for medicare. 

(2) CONSIDERATIONS IN MAKING REC
OMMENDATIONS.-In making its recommenda
tions, the Commission shall consider the fol
lowing: 

(A) The amount and sources of Federal 
funds to finance the medicare program, in
cluding the potential use of innovative fi
nancing methods. 

(B) Methods used by other nations to re
spond to comparable demographic patterns 
in eligibility for health care benefits for el
derly and disabled individuals. 

(C) Modifying age-based eligibility to cor
respond to changes in age-based eligibility 
under the OASDI program. 

(D) Trends in employment-related health 
care for retirees, including the use of med
ical savings accounts and similar financing 
devices. 

(E) The role medicare should play in ad
dressing the needs of persons with chronic 
illness. 

(C) MEMBERSHIP.-
(!) APPOINTMENT.-The Commission shall 

be composed of 15 voting members as follows: 
(A) The Majority Leader of the Senate 

shall appoint, after consultation with the 
minority leader of the Senate, 6 members, of 
whom not more than 4 may be of the same 
politic al party. 

(B) The Speaker of the House of Represent
atives shall appoint, after consultation with 
the minority leader of the House of Rep
resentatives, 6 members, of whom not more 
than 4 may be of the same political party. 

(C) The 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. 

(2) CHAIRMAN AND VICE CHAIRMAN.-As the 
first item of business at the Commission's 
first meeting (described in paragraph (5)(B)), 
the Commission shall elect a Chairman and 
Vice Chairman from among its members. 
The individuals elected as Chairman and 
Vice Chairman may not be of the same polit
ical party and may not have been appointed 
to the Commission by the same appointing 
authority. 

(3) V ACANCIES.-Any vacancy in the mem
bership of the Commission shall be filled in 
the manner in which the original appoint
ment was made and shall not affect the 
power of the remaining members to execute 
the duties of the Commission. 

(4) QUORUM.-A quorum shall consist of 8 
members of the Commission, except that 4 
members may conduct a hearing under sub
section (f). 

(5) MEETINGS.-
(A) The Commission shall meet at the call 

of its Chairman or a majority of its mem
bers. 

(B) The Commission shall hold its first 
meeting not later than February 1, 1998. 

(6) COMPENSATION AND REIMBURSEMENT OF 
EXPENSES.-Members of the Commission are 
not entitled to receive compensation for 
service on the Commission. Members may be 
reimbursed for travel, subsistence, and other 
necessary expenses incurred in carrying out 
the duties of the Commission. 

(d) ADVISORY PANEL.-
(1) IN GENERAL.-The Chairman, in con

sultation with the Vice Chairman, may es
tablish a panel (in this section referred to as 

the " Advisory Panel") consisting of health 
care experts, consumers, providers, and oth
ers to advise and assist the members of the 
Commission in carrying out the duties de
scribed in subsection (b). The panel shall 
have only those powers that the Chairman, 
in consultation with the Vice Chairman, de
termines are necessary and appropriate to 
assist the Commission in carrying out such 
duties. 

(2) COMPENSATION.-Members of the Advi
sory Panel are not entitled to receive com
pensation for service on the Advisory Panel. 
Subject to the approval of the chairman of 
the Commission, members may be reim
bursed for travel, subsistence, and other nec
essary expenses incurred in carrying out the 
duties of the Advisory Panel. 

(e) STAFF AND CONSULTANTS.-
(!) STAFF.-The Commission may appoint 

and determine the compensation of such 
staff as may be necessary to carry out the 
duties of the Commission. Such appoint
ments and compensation may be made with
out reg·ard to the provisions of title 5, United 
States Code, that govern appointments in 
the competitive services, and the provisions 
of chapter 51 and subchapter III of chapter 53 
of such title that relate to classifications 
and the General Schedule pay rates. 

(2) CONSULTANTS.-The Commission may 
procure such temporary and intermittent 
services of consultants under section 3109(b) 
of title 5, United States Code, as the Com
mission determines to be necessary to carry 
out the duties of the Commission. 

(f) POWERS.-
(1) HEARINGS AND OTHER ACTIVITIES.-For 

the purpose of carrying out its duties, the 
Commission may hold such hearings and un
dertake such other activities as the Commis
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.-Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec
essary to carry out its duties. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE.-

(A) Upon the request of the Commission, 
the Director of the Congressional Budget Of
fice shall provide to the Commission such 
cost estimates as the Commission deter
mines to be necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests 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 Commission in carrying out its duties. 
Any such detail shall not interrupt or other
wise affect the civil service status or privi
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.- Upon the re
quest of the Commission, the head of a Fed
eral agency shall provide such technical as
sistance to the Commission as the Commis
sion 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 considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 
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(7) OBTAINING INFORMATION.-The Commis

sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, 
United States Code. Upon request of the 
Chairman of the Commission, the head of 
such agency shall furnish such information 
to the Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.
Upon the request of the Commission, the Ad
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) PRINTING.-For purposes of costs relat
ing to printing and binding, including the 
cost of personnel detailed from the Govern
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con
gress. 

(g) REPORT.-Not later than May 1, 1999, 
the Commission shall submit to Congress a 
report 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 the period of projected solvency 
of the Federal Old-Age and Survivors Insur
ance Trust Fund). The report shall include 
detailed recommendations for appropriate 
legislative initiatives respecting how to ac
complish this objective. 

(h) TERMINATION.-The Commission shall 
terminate 30 days after the date of submis
sion of the report required in subsection (g). 

(i) 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 Insurance Trust Fund under title 
XVIII of the Social Security Act (42 U.S.C. 
1395i, 1395t). 

CHAPTER 4-PROVISIONS RELATING TO 
DIRECT GRADUATE MEDICAL EDUCATION 
SEC. 4731. LIMITATION ON PAYMENT BASED ON 

NUMBER OF RESIDENTS AND IMPLE· 
MENTATION OF ROLLING 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 
FOR CERTAIN FISCAL YEARS.-Such rules shall 
provide that for purposes of a cost reporting 
period beginning on or after October 1, 1997, 
the total number of full-time equivalent 
residents before application of weighting fac
tors (as determined under this paragraph) 
with respect to a hospital's approved medical 
residency training program may not exceed 
the number of full-time equivalent residents 
with respect to the hospital' s most recent 
cost reporting period ending on or before De
cember 31, 1996. 

"(G) COUNTING INTERNS AND RESIDENTS FOR 
FY 1998 AND SUBSEQUENT YEARS.-

" (i) FY 1998.- For the hospital's first cost 
reporting period beginning during fiscal year 
1998, subject to the limit described in sub
paragraph (F), the total number of full-time 
equivalent residents, for determining the 
hospital 's graduate medical education pay
ment, shall equal the average of the full
time equivalent resident counts for the cost 
reporting period and the preceding cost re
porting period. 

''(ii) SUBSEQUENT YEARS.- For each subse
quent cost reporting period, subject to the 
limit described in subparagraph (F), the 
total number of full-time equivalent resi-

dents, for determining the hospital 's grad
uate medical education payment, shall equal 
the average of the actual full-time equiva
lent resident counts for the cost reporting 
period and preceding two cost reporting peri
ods. 

"(iii) ADJUSTMENT FOR SHORT PERIODS.-If a 
hospital 's· cost reporting period beginning on 
or after October 1, 1997, is not equal to 
twelve months, the Secretary shall make ap
propriate modifications to ensure that the 
average full-time equivalent resident counts 
pursuant to clause (ii) are based on the 
equivalent of full 12-month cost reporting pe
riods. 

"(iv) EXCLUSION OF RESIDENTS IN DEN
TISTRY.-Residents in an approved medical 
residency training program in dentistry 
shall not be counted for purposes of this sub
paragraph and subparagraph (F). ". 
SEC. 4732. PHASED-IN LIMITATION ON HOSPITAL 

OVERHEAD AND SUPERVISORY PHY· 
SICIAN COMPONENT OF DIRECT 
MEDICAL EDUCATION COSTS. 

(a) IN GENERAL.-Section 1886(h)(3) (42 
U .S.C. 1395ww(h)(3)) is amended-

(1) in subparagraph (B), by inserting "sub
ject to subparagraph (D)," after "subpara
graph (A)", and 

(2) by adding at the end the following: 
"(D) PHASED-IN LIMITATION ON HOSPITAL 

OVERHEAD AND SUPERVISORY PHYSICIAN COM
PONENT.-

"(i) IN GENERAL.- ln the case of a hospital 
for which the overhead GME amount (as de
fined in clause (ii)) for the base period ex
ceeds an amount equal to the 75th percentile 
of the overhead GME .amounts in such period 
for all hospitals (weighted to reflect the full
time equivalent resident counts for all ap
proved medical residency training pro
grams), subject to clause (iv), the hospital's 
approved FTE resident amount (for periods 
beginning on or after October l, 1997) shall be 
reduced from the amount otherwise applica
ble (as previously reduced under this sub
paragraph) by an overhead reduction 
amount. The overhead reduction amount is 
equal to the lesser of-

" (l) 20 percent of the reference reduction 
amount (described in clause (iii)) for the pe
riod, or 

" (II) 15 percent of the hospital's overhead 
GME amount for the period (as otherwise de
termined before the reduction provided 
under this subparagraph for the period in
volved). 

"(ii) OVERHEAD GME AMOUNT.- For purposes 
of this subparagraph, the term 'overhead 
GME amount' means, for a hospital for a pe
riod, the product of-

"(l) the percentage of the hospital's ap
proved FTE resident amount for the base pe
riod that is not attributable to resident sala
ries and fringe benefits, and 

" (II) the hospital's approved FTE resident 
amount for the period involved. 

"(111) REFERENCE REDUCTION AMOUNT.-
" (!) IN GENERAL.-The reference reduction 

amount described in this clause for a hos
pital for a cost reporting period is the base 
difference (described in subclause (II)) up
dated, in a compounded manner for each pe
riod from the base period to the period in
volved, by the update applied for such period 
to the hospital's approved FTE resident 
amount. 

"(II) BASE DIFFERENCE.- The base dif
ference described in this subclause for a hos
pital is the amount by which the hospital ' s 
overhead GME amount in the base period ex
ceeded the 75th percentile of such amounts 
(as described in clause (1)). 

"(iv) MAXIMUM REDUCTION TO 75TH PER
CENTILE.-ln no case shall the reduction 

under this subparagraph effected for a hos
pital for a period (below the amount that 
would otherwise apply for the period if this 
subparagraph did not apply for any period) 
exceed the reference reduction amount for 
the hospital for the period. 

"(v) BASE PERIOD.-For purposes of this 
subparagraph, the term 'base period' means 
the cost reporting period beginning In fiscal 
year 1984 or the period used to establish the 
hospital's approved FTE resident amount for 
hospitals that did not have approved resi
dency training programs in fiscal year 1984. 

"(vi) RULES FOR HOSPITALS INITIATING RESI
DENCY TRAINING PROGRAMS.- The Secretary 
shall establish rules for the application of 
this subparagraph in the case of a hospital 
that initiates medical residency training 
programs during or after the base period.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to per 
resident payment amounts attributable to 
periods beginning on or after October l, 1997. 
SEC. 4733. PERMITTING PAYMENT TO NON-HOS-

PITAL PROVIDERS. 
(a) IN GENERAL.-Section 1886 (42 u.s.c. 

1395ww) is amended by adding at the end the 
following: 

"(k) PAYMENT TO NON-HOSPI'rAL PRO
VIDERS.-

"(1) REPOR'l'.-The Secretary shall submit 
to Congress, not later than 18 months after 
the date of the enactment of this subsection, 
a proposal for payment to qualified non-hos
pital providers for their direct costs of med
ical education, if those costs are incurred in 
the operation of an approved medical resi
dency training program described in sub
section (h). Such proposal 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) EFFECTIVENESS.-Except as otherwise 
provided in law, the Secretary may imple
ment such proposal for residency years be
ginning not earlier than 6 months after the 
date of submittal of the report under para
graph (1). 

"(3) QUALIFIED NON-HOSPITAL PROVIDERS.
For purposes of this subsection, the term 
'qualified non-hospital provider' 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); and 

"(C) such other providers (other than hos
pitals) as the Secretary determines to be ap
propriate.". 

(b) PROHIBITION ON DOUBLE PAYMENTS; 
BUDGET NEUTRALITY ADJUSTMENT.-Sectlon 
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 
approved amount to the extent payment is 
made under subsection (k) for residents in
cluded in the hospital's count of full-time 
equivalent residents and, in the case of resi
dents not included In any such count, the 
Secretary shall provide for such a reduction 
in aggregate approved amounts under this 
subsection as will assure that the applica
tion of subsection (k) does not result in any 
increase in expenditures under this title in 
excess of those that would have occurred if 
subsection (k) were not applicable. " . 
SEC. 4734. INCENTIVE PAYMENTS UNDER PLANS 

FOR VOLUNTARY REDUCTION IN 
NUMBER OF RESIDENTS. 

Section 1886(h) (42 U.S.C. 1395ww(h)) is fur
ther amended by adding at the end the fol
lowing new paragraph: 

"(6) INCENTIVE PAYMENT UNDER PLANS FOR 
VOLUNTARY REDUCTION IN NUMBER OF RESI
DENTS.-



12354 CONGRESSIONAL RECORD-HOUSE June 25, 1997 
" (A) IN GENERAL.- In the case of a vol

untary residency reduction plan for which an 
application is approved under subparagraph 
(B), the qualifying entity submitting the 
plan shall be paid an applicable hold harm
less percentage (as specified in subparagraph 
(E)) of the sum of-

" (i) amount (if any) by which-
"(!) 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 pro
grams of the qualifying entity 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 reduction plan; and 

"(ii) the amount of the reduction in pay
ment under 1886(d)(5)(B) (for hospitals par
ticipating in the qualifying entity) that is 
attributable to the reduction in number of 
residents effected under the plan below 95 
percent of the number of full-time equiva
lent residents in such programs of such enti
ty as of June 30, 1997. 

" (B) APPROVAL OF PLAN APPLICATIONS.
The Secretary may not approve the applica
tion of an qualifying entity unless-

" (1) the application is submitted in a form 
and manner specified by the Secretary and 
by not later than March 1, 2000, 

"(ii) the application provides for the oper
ation of a plan for the reduction in the num
ber of full-time equivalent residents in the 
approved medical residency training pro
grams of the entity consistent with the re
quirements of subparagraph (D); 

" (iii) the entity elects in the application 
whether such reduction will occur over-

" (I) a period of not longer than 5 residency 
training years, or 

" (II) a period of 6 residency training years, 
except that a qualifying entity described in 
subparagraph (C)(i)(III) may not make the 
election described in subclause (II); and 

" (iv) the Secretary determines that the ap
plication and the entity and such plan meet 
such other requirements as the Secretary 
specifies in regulations. 

" (C) QUALIFYING ENTITY.-
"(i) IN GENERAL.-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 
programs. 

" (II) Subject to clause (ii) , two or more 
hospitals that operate such programs and 
apply for treatment under this paragraph as 
a single qualifying entity. 

" (III) Subject to clause (iii), a qualifying 
consortium (as described in section 4735 of 
the Balanced Budget Act of 1997). 

" (ii) ADDITIONAL REQUIREMENT FOR JOINT 
PROGRAMS.-In the case o'f an application by 
a qualifying entity described in clause (i)(II), 
the Secretary may not approve the applica
tion unless the application represents that 
the qualifying entity either-

" (!) in the case of an entity that meets the 
requirements of clause (v) of subparagraph 
(D) will not reduce the number of full-time 
equivalent residents in primary care during 
the period of the plan, or 

" (II) in the case of another entity will not 
reduce the proportion of its residents in pri
mary care (to the total number of residents) 
below such proportion as in effect as of the 
applicable time described in subparagraph 
(D)(vi). 

" (iii) ADDITIONAL REQUIREMENT FOR CON
SORTIA.-ln the case of an application by a 

qualifying entity described in clause (i)(III), 
the Secretary may not approve the applica
tion unless the application represents that 
the qualifying entity will not reduce the pro
portion 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)(vi) . 

"(D) RESIDENCY REDUCTION REQUIRE
MENTS.-

"(i) INDIVIDUAL HOSPITAL APPLICANTS.-ln 
the case of a qualifying entity described in 
subparagraph (C)(i)(I), the number of full
time equivalent residents in all the approved 
medical residency training programs oper
ated by or through the entity shall be re
duced as follows: 

"(I) If base number of residents exceeds 750 
residents, by a number equal to at least 20 
percent of such base number. 

" (II) Subject to subclause (IV), if base 
number of residents exceeds 500, but is less 
than 750, residents, by 150 residents. 

" (III) Subject to subclause (IV), if base 
number of residents does not exceed 500 resi
dents, by a number equal to at least 25 per
cent of such base number. 

"(IV) In the case of 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 such 
base number. 

" (ii) JOINT APPLICANTS.-In the case of a 
qualifying entity described in subparagraph 
(C)(i)(II), the number of full-time equivalent 
residents in all the approved medical resi
dency training prog-rams operated by or 
through the entity shall be reduced as fol
lows: 

" (I) Subject to subclause (II), by a number 
equal to at least 25 percent of such base 
number. 

" (II) In the case of 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 such 
base number. 

" (iii) CONSORTIA.-In the case of a quali
fying entity described in subparagraph 
(C)(i)(III), the number of full-time equivalent 
residents in all the approved medical resi
dency training programs operated by or 
through the entity shall be reduced by a 
number equal to at least 20 percent of such 
base number. 

" (iv) MANNER OF REDUCTION.-The reduc
tions specified under the preceding provi
sions of this subparagraph for a qualifying 
entity shall be below the base number of 
residents for that entity and shall be fully 
effective not later than-

"(I) the 5th residency training year in 
which the application under subparagraph 
(B) is effective, in the case of an entity mak
ing the election described in subparagraph 
(B)(iii)(I), or 

" (II) the 6th such residency training year, 
in the case of an entity making the election 
described in subparagraph (B)(iii)(II). 

"(v) ENTI'l'IES PROVIDING ASSURANCE OF 
MAINTENANCE OF PRIMARY CARE RESIDENTS.
An entity is described in this clause if-

" (I) the base number of residents for the 
entity is less than 750; 

" (II) the number of full-time equivalent 
residents in primary care included in the 
base number of residents for the entity is at 
least 10 percent of such base number; and 

" (III) the entity represents in its applica
tion under subparagraph (B) that there will 
be no reduction under the plan in the num
ber of full-time equivalent residents in pri
mary care. 

If a qualifying entity fails to comply with 
the representation described in subclause 
(III) , the entity shall be subject to repay
ment of all amounts paid under this para
graph, in accordance with procedures estab
lished to carry out subparagraph (F). 

" (vi) BASE NUMBER OF RESIDENTS DE
FINED.-For purposes of this paragraph, the 
term 'base number of residents ' means, with 
respect to a qualifying entity operating ap
proved 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 cost reporting period ending be
fore June 30, 1997, or, if less, for any subse
quent cost reporting period that ends before 
the date the entity makes application under 
this paragraph. 

" (E) APPLICABLE HOLD HARMLESS PERCENT
AGE.-

"(i) IN GENERAL.-For purposes of subpara
graph (A) , the 'appiicable hold harmless per
centage' is the percentages specified in 
clause (ii) or clause (iii), as elected by the 
qualifying entity in the application sub
mitted under subparagraph (B). 

" (ii) 5-YEAR REDUCTION PLAN.-In the case 
of an entity making the election described in 
subparagraph (B)(iii)(I), the percentages 
specified in this clause are, for the-

" (I) first and second residency training 
years in which the reduction plan is in ef
fect, 100 percent, 

" (II) third such year, 75 percent, 
" (III) fourth such year, 50 percent, and 
" (IV) fifth such year, 25 percent. 
" (iii) 6-YEAR REDUCTION PLAN.-In the case 

of an entity making the election described in 
subparagraph (B)(iii)(II), the percentages 
specified in this clause are, for the-

" (I) first residency training year in which 
the reduction plan is in effect, 100 percent, 

"(II) second such year, 95 percent, 
" (III) third such year, 85 percent, 
" (IV) fourth such year, 70 percent, 
" (V) fifth such year, 50 percent, and 
" (VI) sixth such year, 25 percent. 
" (F) PENALTY FOR INCREASE IN NUMBER OF 

RESIDENTS IN SUBSEQUENT YEARS.- If pay
ments are made under this paragraph to a 
qualifying entity, if the entity (or any hos
pital operating as part of the entity) in
creases the number of full-time equivalent 
residents above the number of such residents 
permitted under the reduction plan as of the 
completion of the plan, then, as specified by 
the Secretary, the entity is liable for repay
ment to the Secretary of the total amounts 
paid under this paragraph to the entity. 

" (G) TREATMENT OF ROTATING RESIDENTS.
In applying this paragraph, the Secretary 
shall establish rules regarding the counting 
of residents who are assigned to institutions 
the medical residency training programs in 
which are not covered under approved appli
cations under this paragraph.". 

(b) RELATION TO DEMONSTRATION PROJECTS 
AND AUTHORI'l'Y.-

(1) Section 1886(h)(6) of the Social Security 
Act, added by subsection (a), shall not apply 
to any residency training program with re
spect to which a demonstration project de
scribed in paragraph (3) has been approved by 
the Health Care Financing Administration 
as of May 27, 1997. The Secretary of Heal th 
and Human Services shall take such actions 
as may be necessary to assure that (in the 
manner described in subparagraph (A) of 
such section) in no case shall payments be 
made under such a project with respect to 
the first 5 percent reduction in the base 
number of full-time equivalent residents oth
erwise used under the project. 
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(2) Effective May 27, 1997, the Secretary of 

Health and Human Services is not authorized 
to approve any demonstration project de
scribed 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 provides for 
additional payments under title XVIII of the 
Social Security Act in connection with re
duction in the number of residents in a med
ical residency training program. 

(C) INTERIM, FINAL REGULATIONS.-ln order 
to carry out the amendment made by sub
section (a) in a timely manner, the Secretary 
of Health and Human Services may first pro
mulgate regulations, that take effect on an 
interim basis, after notice and pending op
portunity for public comment, by not later 
than 6 months after the date of the enact
ment of this Act. 
SEC. 4735. DEMONSTRATION PROJECT ON USE OF 

CONSORTIA. 
(a) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
to as the Secretary) shall establish a dem
onstration project under which, instead of 
making payments to teaching hospitals pur
suant to section 1886(h) of the Social Secu
rity Act, the Secretary shall make payments 
under this section to each consortium that 
meets the requirements of subsection (b). 

(b) QUALIFYING CONSORTIA.-For purposes 
of subsection (a), a consortium meets the re
quirements of this subsection if the consor
tium is in compliance with the following: 

(1) The consortium consists of an approved 
medical residency training program in a 
teaching hospital and one or more of the fol
lowing entities: 

(A) A school of allopathic medicine or os
teopathic medicine. 

(B) Another teaching hospital, which may 
be a children's hospital. 

(C) Another approved medical residency 
training program. 

(D) A Federally qualified health center. 
(E) A medical group practice. 
(F) A managed care entity. 
(G) An entity furnishing outpatient serv

ices. 
(1) Such other entity as the Secretary de

termines to be appropriate. 
(2) The members of the consortium have 

agreed to participate in the programs of 
graduate medical education that are oper
ated by the entities in the consortium. 

(3) With respect to the receipt by the con
sortium of payments made pursuant to this 
section, the members of the consortium have 
agreed on a method for allocating the pay
ments among the members. 

(4) The consortium meets such additional 
requirements as the Secretary may estab
lish. 

(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) of the Social 
Security Act for the teaching hospital (or 
hospitals) 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. 4736. RECOMMENDATIONS ON LONG·TERM 

PAYMENT POLICIES REGARDING Fl· 
NANCING TEACfilNG HOSPITALS 
AND GRADUATE MEDICAL EDU· 
CATION. 

(a) IN GENERAL.-The Medicare Payment 
Advisory Commission (established under sec
tion 1805 of the Social Security Act and in 
this section referred to as the "Commis
sion") shall 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. Such recommendations shall in
clude recommendations regarding each of 
the following: 

(1) The financing of graduate medical edu
cation, including consideration of alter
native broad-based sources of funding for 
such education and models for the distribu
tion of payments under any all-payer financ
ing mechanism. 

(2) The financing of teaching hospitals, in
cluding consideration of the difficulties en
countered by such hospitals as competition 
among health care entities increases. Mat
ters considered under this paragraph shall 
include consideration of the effects on teach
ing hospitals of the method of financing used 
for the MedicarePlus program under part C 
of title XVIII of the Social Security Act. 

(3) Possible methodologies for making pay
ments for graduate medical education and 
the selection of entities to receive such pay
ments. Matters considered under this para
graph shall include-

(A) issues regarding children's hospitals 
and approved medical residency training pro
grams in pediatrics, and 

(B) whether and to what extent payments 
are being made (or should be made) for train
ing in the various nonphysician health pro
fessions, including social workers and psy
chologists. 

(4) Federal policies regarding international 
medical graduates. 

(5) The dependence of schools of medicine 
on service-generated income. 

(6) Whether and to what extent the needs 
of the United States regarding the supply of 
physicians, in the aggregate and in different 
specialties, will change during the 10-year 
period beginning on October 1, 1997, and 
whether and to what extent any such 
changes will have significant financial ef
fects on teaching hospitals. 

(7) Methods for promoting an appropriate 
number , mix, and geographical distribution 
of health professionals. 

(C) CONSULTATION.-ln conducting the 
study under subsection (a), the Commission 
shall consult with the Council on Graduate 
Medical Education and individuals with ex
pertise in the area of graduate medical edu
cation, including-

(1) deans from allopathic and osteopathic 
schools of medicine; 

(2) chief executive officers (or equivalent 
administrative heads) from academic health 
centers, integrated health care systems, ap
proved medical residency training programs, 
and teaching hospitals that sponsor approved 
medical residency training programs; 

(3) chairs of departments or divisions from 
allopathic and osteopathic schools of medi
cine, schools of dentistry, and approved med
ical residency training programs in oral sur
gery; 

(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 composi
tion of the health care workforce of the 
United States; and 

(6) individuals with expertise on the fi
nancing of health care. 

(d) REPORT.- Not later than 2 years after 
the date of the enactment of this Act, the 
Commission shall submit to the Congress a 
report providing its recommendations under 
this section and the reasons and justifica
tions for such recommendations. 

SEC. 4737. MEDICARE SPECIAL REIMBURSEMENT 
RULE FOR CERTAIN COMBINED 
RESIDENCY PROGRAMS. 

(a) IN GENERAL.-Section 1886(h)(5)(G) (42 
U.S.C. 1395ww(h)(5)(G)) is amended-

(1) in clause (1), by striking "and (iii)" and 
inserting ", (iii), and (iv)"; and 

(2) by adding at the end the following: 
"(iv) SPECIAL RULE FOR CERTAIN COMBINED 

RESIDENCY PROGRAMS.-(!) In the case of a 
resident enrolled in a combined medical resi
dency training program in which all of the 
individual progTams (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 num
ber of years of formal training required to 
satisfy the requirements for initial board eli
gibility in the longest of the individual pro
grams plus one additional year. 

"(II) A resident enrolled in a combined 
medical residency training program that in
cludes an obstetrics and gynecology program 
shall qualify for the period of board eligi
bility under subclause (1) if the other pro
grams such resident combines with such ob
stetrics and gynecology program are for 
training a primary care resident.". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) apply to combined 
medical residency programs for residency 
years beginning on or after July 1, 1998. 

CHAPTER 5-0THER PROVISIONS 
SEC. 4741. CENTERS OF EXCELLENCE. 

(a) IN GENERAL.-Title XVIII is amended by 
inserting after section 1888 the following: 

" CENTERS OF EXCELLENCE 
"SEC. 1889. (a) IN GENERAL.-The Secretary 

shall use a competitive process to contract 
with specific hospitals or other entities for 
furnishing services related to surgical proce
dures, and for furnishing services (unrelated 
to surgical procedures) to hospital inpatients 
that the Secretary determines to be appro
priate. The services may include any serv
ices covered under this title that the Sec
retary determines to be appropriate, includ
ing post-hospital services. 

" (b) QUALITY STANDARDS.-
" (l) IN GENERAL.-Only entities that meet 

quality standards established by the Sec
retary shall be eligible to contract under 
this section. Contracting entities shall im
plement a quality improvement plan ap
proved by the Secretary. 

"(2) PARTICIPATION DECISION BASED ON 
QUALITY.-Subject to subsection (c), the Sec
retary shall consider quality as the primary 
factor in selecting hospitals or other entities 
to enter into contracts under this section. 

"(c) PAYMENT.-Payment under this sec
tion shall be made on the basis of negotiated 
all-inclusive rates. The amount of payment 
made by the Secretary to an entity under 
this title for services covered under a con
tract shall not exceed the aggregate amount 
of the payments that the Secretary would 
have otherwise made for the services. 

" (d) CONTRACT PERIOD.-A contract period 
shall be 3 years (subject to renewal), so long 
as the entity continues to meet quality and 
other contractual standards. 

" (e) INCENTIVES FOR USE OF CENTERS.- En
tities under a contract under this section 
may furnish additional services (at no cost 
to an individual entitled to benefits under 
this title) or waive cost-sharing, subject to 
the approval of the Secretary. 

" (f) LIMIT ON NUMBER OF CENTERS.-The 
Secretary shall limit the number of centers 
in a geographic area to the number needed to 
meet projected demand for contracted serv
ices.''. 
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(b) EFFECTIVE DATE.-The amendment 

made by subsection (a) applies to services 
furnished on or after October 1, 1997. 
SEC. 4742. MEDICARE PART B SPECIAL ENROLL· 

MENT PERIOD AND WAIVER OF PART 
B LATE ENROLLMENT PENALTY AND 
MEDIGAP SPECIAL OPEN ENROLL
MENT PERIOD FOR CERTAIN MILi· 
TARY RETIREES AND DEPENDENTS. 

(a) MEDICARE PART B SPECIAL ENROLLMENT 
PERIOD; WAIVER OF PART B PENALTY FOR 
LATE ENROLLMENT.-

(1) IN GENERAL.-ln the case of any eligible 
individual (as defined in subsection (c)), the 
Secretary of Health and Human Services 
shall provide for a special enrollment period 
during which the individual may enroll 
under part B of title XVIII of the Social Se
curity Act. Such period shall be for a period 
of 6 months and shall begin with the first 
month that begins at least 45 days after the 
date of the enactment of this Act. 

(2) COVERAGE PERIOD.- ln the case of an eli
gible individual who enrolls during the spe
cial enrollment period provided under para
graph (1), the coverage period under part B of 
title XVIII of the Social Security Act shall 
begin on the first day of the month following 
the month in which the individual enrolls. 

(3) WAIVER OF PART B LATE ENROLLMENT 
PENALTY.- ln the case of an eligible indi
vidual who enrolls during the special enroll
ment period provided under paragraph (1), 
there shall be no increase pursuant to sec
tion 1839(b) of the Social Security Act in the 
monthly premium under part B of title XVIII 
of such Act. 

(b) MEDIGAP SPECIAL OPEN ENROLLMENT 
PERIOD.- Notwithstanding any other provi
sion of law, an issuer of a medicare supple
mental policy (as defined in section 1882(g) of 
the Social Security Act)-

(1) may not deny or condition the issuance 
or effectiveness of a medicare supplemental 
policy that has a benefit package classified 
as "A", " B", " C", or " F " under the stand
ards established under section 1882(p)(2) of 
the Social Security Act (42 U.S.C. 
1395rr(p)(2)); and 

(2) may not discriminate in the pricing of 
the policy on the basis of the individual 's 
health status, medical condition (including 
both physical and mental illnesses), claims 
experience, receipt of health care, medical 
history, genetic information, evidence of in
surability (including conditions arising out 
of acts of domestic violence), or disability; 
in the case of an eligible individual who 
seeks to enroll (and is enrolled) during the 6-
month period described in subsection (a)(l). 

(C) ELIGIBLE INDIVIDUAL DEFINED.- ln this 
section, the term " eligible individual" 
means an individual-

(!) who, as of the date of the enactment of 
this Act, has attained 65 years of age and was 
eligible to enroll under part B of title XVIII 
of the Social Security Act, and 

(2) who at the time the individual first sat
isfied paragraph (1) or (2) of section 1836 of 
the Social Security Act-

(A) was a covered beneficiary (as defined in 
section 1072(5) of title 10, United States 
Code), and 

(B) did not elect to enroll (or to be deemed 
enrolled) under section 1837 of the Social Se
curity Act during the individual 's initial en
rollment period. 
The Secretary of Health and Human Services 
shall consult with the Secretary of Defense 
in the identification of eligible 'individuals. 
SEC. 4743. COMPETITIVE BIDDING FOR CERTAIN 

ITEMS AND SERVICES. 
(a) ESTABLISHMENT OF DEMONSTRATION.

Not later than 1 year after the date of the 

enactment of this Act, the Secretary of 
Health and Human Services shall establish 
and operate over a 2-year period a dem
onstration project in 2 geographic regions se
lected by the Secretary under which (not
withstanding any provision of title XVIII of 
the Social Security Act to the contrary) the 
amount of payment made under the medi
care program for a selected i tern or service 
furnished in the region shall be equal to the 
price determined pursuant to a competitive 
bidding process which meets the require
ments of subsection (b). 

(b) REQUIREMENTS FOR COMPETITIVE BID
DING PROCESS.-The competitive bidding 
process used under the demonstration 
project under this section shall meet such re
quirements as the Secretary may impose to 
ensure the cost-effective delivery to medi
care beneficiaries in the project region of 
items and services of high quality. 

(C) DETERMINATION OF SELECTED ITEMS OR 
SERVICES.-The Secretary shall select items 
and services to be subject to the demonstra
tion project under this section if the Sec
retary determines that the use of competi
tive bidding with respect to the item or serv
ice under the project will be appropriate and 
cost-effective. In determining the items or 
services to be selected, the Secretary shall 
consult with an advisory taskforce which in
cludes representatives of providers and sup
pliers of items and services (including small 
business providers and suppliers) in each geo
graphic region in which the project will be 
effective. 

Subtitle I-Medical Liability Reform 
CHAPTER I-GENERAL PROVISIONS 

SEC. 4801. FEDERAL REFORM OF HEALTH CARE 
LIABILITY ACTIONS. 

(a) APPLICABILITY.- This subtitle governs 
any health care liability action brought in 
any State or Federal court, except that this 
subtitle shall not apply to an action for dam
ages arising from a vaccine-related injury or 
death to the extent that title XXI of the 
Public Health Service Act applies to the ac
tion. 

(b) PREEMPTION.-This subtitle shall pre
empt any State or applicable Federal law to 
the extent such law is inconsistent with the 
limitations contained in this subtitle. This 
subtitle shall not preempt any State or ap
plicable Federal law that provides· for de
fenses or places limitations on a person's li
ability in addition to those contained in this 
subtitle or otherwise imposes greater restric
tions than those provided in this subtitle. 

(c) EFFECT QN SOVEREIGN IMMUNI'l'Y AND 
CHOICE OF LAW OR VENUE.-Nothing in sub
section (b) shall be construed to-

(1) waive or affect any defense of sovereign 
immunity asserted by any State under any 
provision of law; 

(2) waive or affect any defense of sovereign 
immunity asserted by the United States; 

(3) affect the applicability of any provision 
of chapter 97 of title 28, United States Code; 

(4) preempt State choice-of-law rules with 
respect to claims brought by a foreign nation 
or a citizen of a foreign nation; or 

(5) affect the right of any court to transfer 
venue or to apply the law of a foreign nation 
or to dismiss a claim of a foreign nation or 
of a citizen of a foreign nation on the ground 
of inconvenient forum. 

(d) AMOUNT IN CONTROVERSY.-ln an action 
to which this subtitle applies and which is 
brought under section 1332 of title 28, United 
States Code, the amount of noneconomic 
damages or punitive damages, and attorneys ' 
fees or costs, shall not be included in deter
mining whether the matter in controversy 
exceeds the sum or value of $50,000. 

(e) FEDERAL COURT JURISDICTION NOT ES
TABLISHED ON FEDERAL QUESTION GROUNDS.
Nothing in this subtitle shall be construed to 
establish any jurisdiction in the district 
courts of the United States over health care 
liability actions on the basis of section 1331 
or 1337 of title 28, United States Code. 
SEC. 4802. DEFINITIONS. 

As used in this subtitle: 
(1) ACTUAL DAMAGES.-The term "actual 

damages" means damages awarded to pay for 
economic loss. 

(2) ALTERNATIVE DISPUTE RESOLUTION SYS
TEM; ADR.-The term "alternative dispute 
resolution system" or "ADR" means a sys
tem established under Federal or State law 
that provides for the resolution of health 
care liability claims in a manner other than 
through health care liability actions. 

(3) CLAIMANT.-The term " claimant" 
means any person who brings a health care 
liability action and any person on whose be
half such an action is brought. If such action 
is brought through or on behalf of an estate, 
the term includes the claimant's decedent. If 
such action is brought through or on behalf 
of a minor or incompetent, the term includes 
the claimant's legal guardian. 

(4) CLEAR AND CONVINCING EVIDENCE.-The 
term "clear and convincing evidence" is that 
measure or degree of proof that will produce 
in the mind of the trier of fact a firm belief 
or conviction as to the truth of the allega
tions sought to be established, except that 
such measure or degree of proof is more than 
that required under preponderance of the 
evidence but less than that required for proof 
beyond a reasonable doubt. 

(5) COLLATERAL SOURCE PAYMENTS.-The 
term "collateral source payments" means 
any amount paid or reasonably likely to be 
paid in the future to or on behalf of a claim
ant, or any service, product, or .other benefit 
provided or reasonably likely to be provided 
in the future to or on behalf of a claimant, 
as a result of an injury or wrongful death, 
pursuant to-

( A) any State or Federal health, sickness, 
income-disability, accident or workers' com
pensation Act; 

(B) any health, sickness. income-disability, 
or accident insurance that provides health 
benefits or income-disability coverage; 

(C) any contract or agreement of any 
group, organization, partnership, or corpora
tion to provide, pay for, or reimburse the 
cost of medical, hospital, dental, or income 
disability benefits; and 

(D) any other publicly or privately funded 
program. 

(6) DEVICE.-The term " device" has the 
same meaning given such term in section 
201(h) of the Federal Food, Drug, and Cos
metic Act (21 U.S.C. 321(h)). 

(7) DRUG.-The term " drug" has the same 
meaning· given such term in section 201(g)(l) 
of the Federal Food, Drug, and Cosmetic Act 
(21 U.S.C. 32l(g)(l)). 

(8) ECONOMIC LOSS.-The term " economic 
loss" means any pecuniary loss resulting 
from harm (including the loss of earnings or 
other benefits related to employment, med
ical expense loss, replacement services loss, 
loss due to death, burial costs, and loss of 
business or employment opportunities), to 
the extent recovery for such loss is allowed 
under applicable State or Federal law. 

(9) HARM.-The term "harm" means-
(A) any physical injury, illness, or death of 

the claimant, or 
(B) any mental anguish or emotional in

jury to the claimant caused by or causing 
the claimant physical injury or illness. 

(10) HEALTH CARE LIABILITY ACTION .-The 
term ' 'heal th care liability action' ' means a 
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civil action brought in a State or Federal 
court against a health care provider, an enti
ty which is obligated to provide or pay for 
health benefits under any health plan (in
cluding any person or entity acting under a 
contract or arrangement to provide or ad
minister any health benefit), or the manu
facturer, distributor, supplier, marketer, 
promoter, or seller of a medical pr.oduct, in 
which the claimant alleges a health care li
ability claim. 

(11) HEALTH CARE LIABILITY CLAIM.-The 
term "health care liability claim" means a 
claim in which the claimant alleges that 
harm was caused by the provision of (or the 
failure to provide) health care services or the 
use of a medical product, regardless of the 
theory of liability on which the claim is 
based. 

(12) HEALTH CARE PROVIDER.-The term 
"health care provider" means any indi
vidual, organization, or institution that is 
engaged in the delivery of health care serv
ices in a State and that is required by the 
laws or regulations of the State to be li
censed or certified by the State to engage in 
the delivery of such services in the State. 

(13) MANUFACTURER.-The term "manufac
turer'' means-

(A) any person who is engaged in a busi
ness to produce, create, make, or construct 
any product (or component part of a product) 
and who (i) designs or formulates the prod
uct (or component part of the product), or 
(ii) has engaged another person to design or 
formulate the product (or component part of 
the product); 

(B) a product seller, but only with respect 
to those aspects of a product (or component 
part of a product) which are created or af
fected when, before placing the product in 
the stream of commerce, the product seller 
produces, creates, makes or constructs and 
designs, or formulates, or has engaged an
other person to design or formulate, an as
pect of the product (or component part of the 
product) made by another person; or 

(C) any product seller not described in sub
paragraph (B) which holds itself out as a 
manufacturer to the user of the product. 

(14) NONECONOMIC DAMAGES.-The term 
" noneconomic damages" means damages 
paid to an individual for pain and suffering, 
inconvenience, emotional distress, mental 
anguish, loss of society and companionship, 
injury to reputation, humiliation, and other 
subjective, nonpecuniary losses. 

(15) PERSON.-The term "person" means 
any individual, corporation, company, asso
ciation, firm, partnership, society, joint 
stock company, or any other entity, includ
ing any governmental entity. 

(16) PRODUCT SELLER.-
(A) IN GENERAL.-The term "product sell

er" means a person who in the course of a 
business conducted for that purpose-

(!) sells, distributes, rents, leases, prepares, 
blends, packages, labels, or otherwise is in
volved in placing a product in the stream of 
commerce; or 

(ii) installs, repairs, refurbishes, recondi
tions, or maintains the harm-causing aspect 
of the product. 

(B) EXCLUSION.-The term "product seller" 
does not include-

(!) a seller or lessor of real property; 
(11) a provider of professional services in 

any case in which the sale or use of a prod
uct is incidental to the transaction and the 
essence of the transaction is the furnishing 
of judgment, skill, or services; or 

(iii) any person who-
(!) acts in only a financial capacity with 

respect to the sale of a product; or 

(II) leases a product under a lease arrange
ment in which the lessor does not initially 
select the leased product and does not during 
the lease term ordinarily control the daily 
operations and maintenance of the product. 

(17) PUNITIVE DAMAGES.-The term "puni
tive damages" means damages awarded 
against any person not to compensate for ac
tual injury suffered, but to punish or deter 
such per:son or others from engaging in simi
lar behavior in the future. 

(18) STATE.-The term "State" means each 
of the several States, the District of Colum
bia, the Commonwealth of Puerto Rico, the 
Virgin Islands, Guam, American Samoa, the 
Northern Mariana Islands, the Trust Terri
tories of the Pacific Islands, and any other 
territory or possession of the United States 
or any political subdivision of any of the 
foregoing. 
SEC. 4803. EFFECTIVE DATE. 

This subtitle will apply to any health care 
liability action brought in a Federal or State 
court and to any health care liability claim 
subject to an alternative dispute resolution 
system, that is initiated on or after the date 
of enactment of this subtitle. 

CHAPTER 2-UNIFORM STANDARDS FOR 
HEALTH CARE LIABILITY ACTIONS 

SEC. 4811. STATUTE OF LIMITATIONS. 
(a) GENERAL RULE.-Except as provided in 

subsection (b), a health care liability action 
may 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 the subject of the ac
tion; and 

(2) the cause of the harm. 
(b) EXCEPTION.- A person with a legal dis

ability (as determined under applicable law) 
may file a health care liability action not 
later than 2 years after the date on which 
the person ceases to have the legal dis
ability. 

(c) TRANSITIONAL PROVISION RELATING TO 
EXTENSION OF PERIOD FOR BRINGING CERTAIN 
ACTIONS.-If any provision of subsection (a) 
or (b) shortens the period during which a 
health care liability action could be other
wise brought pursuant to another provision 
of law, the claimant may, notwithstanding 
subsections (a) and (b), bring the health care 
liability action not later than 2 years after 
the date of enactment of this Act. 
SEC. 4812. CALCULATION AND PAYMENT OF DAM

AGES. 
(a) TREATMENT OF NONECONOMIC DAM

AGES.-
(1) LIMITATION ON NONECONOMIC DAMAGES.

The total amount of noneconomic damages 
that may be awarded to a claimant for harm 
which is the subject of a health care liability 
action may not exceed $250,000, regardless of 
the number o(parties against whom the ac
tion is brought or the number of actions 
brought with respect to the injury. 

(2) FAIR SHARE RULE FOR NONECONOMIC DAM
AGES.-

(A) GENERAL RULE.-In a health care liabil
ity action, the liability of each defendant for 
noneconomic damages shall be several only 
and shall not be joint. 

(B) AMOUNT OF LIABILITY.-
(i) IN GENERAL.-Each defendant shall be 

liable only for the amount of noneconomic 
damages attributable to the defendant in di
rect proportion to the percentage of respon
sib1lity of the defendant (determined in ac
cordance with paragraph (2)) for the harm to 
the claimant with respect to which the de
fendant is liable. The court shall render a 
separate judgment against each defendant in 

an amount determined pursuant to the pre
ceding sentence. 

(11) PERCENTAGE OF RESPONSIBILITY.-For 
purposes of determining the amount of non
economic damages attributable to a defend
ant under this section, the trier of fact shall 
determine the percentage of responsibility of 
each person responsible for the claimant's 
harm, whether or not such person is a party 
to the action. 

(b) TREATMENT OF PUNITIVE DAMAGES.-
(1) GENERAL RULE.-Punitive damages may, 

to the extent permitted by applicable law, be 
awarded in a health care liability action 
against a defendant if the claimant estab
lishes by clear and convincing evidence that 
the harm suffered was result of conduct 
manifesting a conscious, flagrant indiffer
ence to the rights or safety of others. 

(2) REQUIRED PROPORTIONALITY.-The 
amount of punitive damages that may be 
awarded in a health care liability action 
shall not exceed 3 times the amount of dam
ages awarded to the claimant for economic 
loss, or $250,000, whichever is greater. This 
subsection shall be applied by the court, and 
application of this subsection shall not be 
disclosed to the jury. 

(c) BIFURCATION AT REQUEST OF ANY 
PARTY.-

(1) IN GENERAL.-At the request of any 
party the trier of fact in any action that is 
subject to this section shall consider in a 
separate proceeding, held subsequent to the 
determination of the amount of compen
satory damages, whether punitive damages 
are to be awarded for the harm that is the 
subject of the action and the amount of the 
award. 

(2) INADMISSIBILITY OF EVIDENCE RELATIVE 
ONLY TO A CLAIM OF PUNITIVE DAMAGES IN A 
PROCEEDING CONCERNING COMPENSATORY DAM
AGES.- If any party requests a separate pro
ceeding under paragraph (1), in a proceeding 
to determine whether the claimant may be 
awarded compensatory damages, any evi
dence, argument, or contention that is rel
evant only to the claim of punitive damages, 
as determined by applicable law, shall be in
admissible. 

(d) DRUGS AND DEVICES.-
(l)(A) Punitive damages shall not be 

awarded against a manufacturer or product 
seller of a drug or device which caused the 
claimant's harm where-

(i) such drug or device was subject to pre
market approval by the Food and Drug Ad
ministration with respect to the safety of 
the formulation or performance of the aspect 
of such drug or device which caused the 
claimant's harm or the adequacy of the 
packaging or labeling of such drug or device, 
and such drug or device was approved by the 
Food and Drug Administration; or 

(ii) the drug or device is generally recog
nized as safe and effective pursuant to condi
tions established by the Food and Drug Ad
ministration and applicable regulations, in
cluding packaging and labeling regulations. 

(B) Subparagraph (A) shall not apply in 
any case in which the defendant, before or 
after premarket approval of a drug or de
vice-

(i) intentionally and wrongfully withheld 
from or misrepresented to the Food and Drug 
Administration information concerning such 
drug or device required to be submitted 
under the Federal Food, Drug, and Cosmetic 
Act (21 u.s.c: 301 et seq.) or section 351 of the 
Public Health Service Act (42 U.S.C. 262) that 
is material and relevant to the harm suffered 
by the claimant, or 
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(ii) made an illegal payment to an official 

or employee of the Food and Drug Adminis
tration for the purpose of securing or main
taining approval of such drug or device. 

(2) PACKAGING.-In a health care liability 
action which is alleged to relate to the ade
quacy of the packaging (or labeling relating 
to such packaging) of a drug which is re
quired to have tamper-resistant packaging 
under regulations of the Secretary of Health 
and Human Services (including labeling reg
ulations related to such packaging), the 
manufacturer of the drug shall not be held 
liable for punitive damages unless the drug 
is found by the court by clear and convincing 
evidence to be substantially out of compli
ance with such regulations. 

( e) PERIODIC PAYMENTS FOR FUTURE 
LOSSES.-

(!) GENERAL RULE.-In any health care li
ability action in which the damages awarded 
for future economic and noneconomic loss 
exceed $50,000, a person shall not be required 
to pay such damages in a single, lump-sum 
payment, but shall be permitted to make 
such payments periodically based on when 
the damages are found likely to occur, with 
the amount and schedule of such payments 
determined by the court. 

(2) FINALITY OF JUDGMENT.-The judgment 
of the court awarding periodic payments 
under this subsection may not, in the ab
sence of fraud, be reopened at any time to 
contest, amend, or modify the schedule or 
amount of the payments. 

(3) LUMP-SUM SETTLEMENTS.-This sub
section shall not be construed to preclude a 
settlement providing· for a single, lump-sum 
payment. 

(f) TREATMENT OF COLLATERAL SOURCE 
PAYMENTS.-

(!) INTRODUCTION INTO EVIDENCE.-In any 
health care liability action, any defendant 
may introduce evidence of collateral source 
payments. If a defendant elects to introduce 
such evidence, the claimant may introduce 
evidence of any amount paid or contributed 
or reasonably likely to be paid or contrib
uted in the future by or on behalf of the 
claimant to secure the right to such collat
eral source payments. 

(2) No SUBROGATION.-No provider of collat
eral source payments shall recover any 
amount against the claimant or receive any 
lien or credit against the claimant's recov
ery or be equitably or legally subrogated the 
right of the claimant in a health care liabil
ity action. This subsection shall apply to an 
action that is settled as well as an action 
that is resolved by a fact finder. 
SEC. 4813. ALTERNATIVE DISPUTE RESOLUTION. 

Any ADR used to resolve a health care li
ability action or claim shall contain provi
sions relating to statute of limitations, non
economic damages, joint and several liabil
ity, punitive damages, collateral source rule, 
and periodic payments which are identical to 
the provisions relating to such matters in 
this subtitle. 

TITLE V-COMMITTEE ON EDUCATION 
AND THE WORKFORCE 

Subtitle A-TANF Block Grant 
SEC. 5001. WELFARE-TO-WORK GRANTS. 

(a) GRANTS TO STATES.- Section 403(a) of 
the Social Security Act (42 U.S.C. 603(a)) is 
amended by adding at the end the following: 

"(5) WELFARE-TO-WORK GRAN1'S.-
"(A) FORMULA GRANTS.-
"(i) ENTITLEMENT.-A State shall be enti

tled to receive from the Secretary a grant 
for each fiscal year specified in subparagraph 
(H) of this paragraph for which the State is 
a welfare-to-work State, in an amount that 
does not exceed the lesser of-

"(I) 2 times the total of the expenditures 
by the State (excluding qualified State ex
penditures (as defined in section 
409(a)(7)(B)(i)) and expenditures described in 
section 409(a)(7)(B)(iv)) during the fiscal year 
for activities described in subpargraph (C)(i) 
of this paragraph; or 

"(II) the allotment of the State under 
clause (iii) of this subparagraph for the fiscal 
year. 

"(ii) WELFARE-TO-WORK STA'rE.-A State 
shall be considered a welfare-to-work State 
for a fiscal year for purposes of this subpara
graph if the Secretary, after consultation 
(and the sharing of any plan or amendment 
thereto submitted under this clause) with 
the Secretary of Health and Human Services 
and the Secretary of Housing and Urban De
velopment, determines that the State meets 
the following requirements: 

"(I) The State has submitted to the Sec
retary (in the form of an addendum to the 
State plan submitted under section 402) a 
plan which-

"(aa) describes how, consistent with this 
subparagraph, the State will use any funds 
provided under this subparagraph during the 
fiscal year; 

"(bb) specifies the formula to be used pur
suant to clause (vi) to distribute funds in the 
State, and describes the process by which the 
formula was developed; and 

"(cc) contains evidence that the plan was 
developed through a collaborative process 
that, at a minimum, included sub-State 
areas. 

"(II) The State has provided the Secretary 
with 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)) for activities de
scribed in subparagraph (C)(i) of this para
graph. 

"(III) The State has agreed to negotiate in 
good faith with the Secretary of Health and 
Human Services with respect to the sub
stance 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 
fiscal year. 

"(iii) ALLOTMENTS TO WELFARE-TO-WORK 
STATES.-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. 

"(iv) AVAILABLE AMOUNT.-As used in 
clause (iii), the term 'available amount' 
means, for a fiscal year, 95 percent of-

"(I) the amount specified in subparagraph 
(H) for the fiscal year; minus 

"(II) the total of the amounts reserved pur
suant to subparagraphs (F) and (G) for the 
fiscal year. 

"(v) STATE PERCENTAGE.- As used in clause 
(iii), the term 'State percentage' means, with 
respect to a fiscal year, 112 of the sum of-

"(aa) the percentage represented by the 
number of individuals in the State whose in
come is less than the poverty line divided by 
the number of such individuals in the United 
States; and 

"(bb) the percentage represented by the 
number of individuals who are adult recipi
ents of assistance under the State program 
funded under this part divided by the number 
of individuals in the United States who are 
adult recipients of assistance under any 
State program funded under this part. 

"(vi) DISTRIBUTION OF FUNDS WITHIN 
STATES.-

"(!) IN GENERAL.-A State to which a grant 
is made under this subparagraph shall dis
tribute not less than 85 percent of the grant 

funds among the service delivery areas in the 
State, in accordance with a formula which-

"(aa) determines the amount to be distrib
uted for the benefit of a service delivery area 
in proportion to the number (if any) by 
which the number of individuals residing in 
the service delivery area with an income 
that is less than the poverty line exceeds 5 
percent of the population of the service de
livery area, relative to such number for the 
other service delivery areas in the State, and 
accords a weight of not less than 50 percent 
to this factor; 

"(bb) may determine the amount to be dis
tributed for the benefit of a service delivery 
area in proportion to the number of adults 
residing in the service delivery area who are 
recipients of assistance under the State pro
gram funded under this part (whether in ef
fect before or after the amendments made by 
section 103(a) of the Personal Responsibility 
and Work Opportunity Reconciliation Act 
first applied to the State) for at least 30 
months (whether or not consecutive) relative 
to the number of such adults residing in the 
other service delivery areas in the State; and 

"(cc) may determine the amount to be dis
tributed for the benefit of a service delivery 
area in proportion to the number of unem
ployed individuals residing in the service de
livery area relative to the number of such in
dividuals residing in the other service deliv
ery areas in the State. 

"(II) SPECIAL RULE.-Notwithstanding sub
clause (I), if the formula used pursuant to 
subclause (I) would result in the distribution 
of less than $100,000 during a fiscal year for 
the benefit of a service delivery area, then in 
lieu of distributing such sum in accordance 
with the formula, such sum shall be avail
able for distribution under subclause (III) 
during the fiscal year. 

"(III) PROJECTS TO HELP LONG-TERM RECJPI~ 
ENTS OF ASSISTANCE INTO THE WORK FORCE.
The Governor of a State to which a grant is 
made under this subparagraph may dis
tribute not more than 15 percent of the grant 
funds (plus any amount required to be dis
tributed under this subclause by reason of 
subclause (II)) 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 Oppor
tunity Reconciliation Act first applied to the 
State) enter the work force. 

"(Vii) ADMINISTRATION.-
"(!) IN GENERAL.-A grant made under this 

subparagraph to a State shall be adminis
tered by the State agency that is admin
istering, or supervising the administration 
of, the State program funded under this part, 
or by another State agency designated by 
the Governor of the State. 

"(II) SPENDING BY PRIVATE INDUSTRY COUN
CILS.-The private industry council for a 
service delivery area shall have sole author
ity, in coordination with the chief elected of
ficial (as described in section 103(c) of the 
Job Training Partnership Act) of the service 
delivery area, to expend the amounts pro
vided for a service delivery area under sub
paragraph (vi)(I). 

"(B) DEMONSTRATION PROJECTS.-
"(i) IN GENERAL.-The Secretary, in con

sultation with the Secretary of Health and 
Human Services and the Secretary of Hous
ing and Urban Development, shall make 
grants in accordance with this subparagraph 
among eligible applicants based on the like
lihood that the applicant can successfully 
make long-term placements of individuals 
into the work force. 
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"(ii) ELIGIBLE APPLICANTS.-As used in 

clause (i), the term 'eligible applicant' 
means a private industry council or a polit
ical subdivision of a State. 

"(iii) DETERMINATION OF GRANT AMOUNT.
In determining the amount of a grant to be 
made under this subparagraph for a dem
onstration project proposed by an applicant, 
the Secretary shall provide the applicant 
with an amount sufficient to ensure that the 
project has a reasonable opportunity 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 deems appro
priate, in the area to be served by the 
project. 

"(iv) FUNDING.-For grants under this sub
paragraph for each fiscal year specified in 
subparagraph (H), there shall be available to 
the Secretary an amount equal to the sum 
of-

"(I) 5 percent of-
"(aa) the amount specified in subparagraph 

(H) for the fiscal year; minus 
"(bb) the total of the amounts reserved 

pursuant to subparagraphs (F) and (G) for 
the fiscal year; 

"(II) any amount available for grants 
under this paragraph for the immediately 
preceding fiscal year that has not been obli
gated; 

"(III) any amount reserved pursuant to 
subparagraph (F) for the immediately pre
ceding fiscal year that has not been obli
gated; and 

"(IV) any available amount (as defined in 
subparagraph (A)(iv)) for the immediately 
preceding fiscal year that has not been obli
gated by a State or sub-State entity. 

"(C) LIMITATIONS ON USE OF FUNDS.-
"(i) ALLOWABLE ACTIVITIES.-An entity to 

which funds are provided under this para
graph may use the funds to move into the 
work force recipients of assistance under the 
program funded under this part of the State 
in which the entity ls located, by means of 
any of the following: 

"(I) Job creation through public or private 
sector employment wage subsidies. 

"(II) On-the-job training. 
"(III) Contracts with job placement compa

nies or public job placement programs. 
"(IV) Job vouchers. 
"(V) Job retention or support services if 

such services are not otherwise available. 
"(ii) REQUIRED BENEFICIARIES.-An entity 

that operates a project with funds provided 
under this paragraph shall expend at least 90 
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 who 
meet the requirements of any of the fol
lowing subclauses: 

"(I) The individual has received assistance 
under the State program funded under this 
part (whether in effect before or after the 
amendments made by section 103 of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 first apply to the 
State) for at least 30 months (whether or not 
consecutive). 

"(II) At least 2 of the following apply to 
the recipient: 

"(aa) The individual has not completed 
secondary school or obtained a certificate of 
general equivalency, and has low skills in 
reading and mathematics. 

"(bb) The individual requires substance 
abuse treatment for employment. 

"(cc) The individual has a poor work his
tory. 

The Secretary shall prescribe such regula
tions as may be necessary to interpret this 
subclause. 

"(III) Within 12 months, the individual will 
become ineligible for assistance under the 
State program funded under this part by rea
son of a durational limit on such assistance, 
without regard to any exemption provided 
pursuant to section 408(a)(7)(C) that may 
apply to the individual. 

"(iii) LIMITATION ON APPLICABILITY OF SEC
TION 404.-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. 

" (iv) PROHIBITION AGAINST PROVISION OF 
SERVICES BY PRIVATE INDUSTRY COUNCIL.-A 
private industry council may not directly 
provide services using funds provided under 
this paragraph. 

"(V) PROHIBITION AGAINST USE OF GRANT 
FUNDS FOR ANY OTHER FUND MATCHING RE
QUIREMENT.-An entity to which funds are 
provided under this paragraph shall not use 
any part of the funds to fulfill any obligation 
of any State, political subdivision, or private 
industry council to contribute funds under 
other Federal law. 

"(vi) DEADLINE FOR EXPENDITURE.-An enti
ty to which funds are provided under this 
paragraph shall remit to the Secretary any 
part of the funds that are not expended with
in 3 years after the date the funds are so pro
vided. 

''(D) 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 based on the method
ology used by the Bureau of the Census to 
produce and publish intercensal poverty data 
for 1993 for States and counties. 

"(E) DEFINITIONS.-As used in this para
graph: 

" (i) PRIVATE INDUSTRY COUNCIL.-The term 
'private industry council' means, with re
spect to a service delivery area, the private 
industry council (or successor entity) estab
lished for the service delivery area pursuant 
to the Job Training Partnership Act. 

" (ii) SECRETARY.-The term 'Secretary' 
means the Secretary of Labor, except as oth
erwise expressly provided. 

"(iii) SERVICE DELIVERY AREA.-The term 
'service delivery area' shall have the mean
ing given such term for purposes of the Job 
Training Partnership Act (or successor area). 

"(F) FUNDING FOR INDIAN TRIBES.-1 percent 
of the amount specified in subparagraph (H) 
for each fiscal year shall be reserved for 
grants to Indian tribes under section 
412(a)(3). 

"(G) EVALUATIONS.--0.5 percent of the 
amount specified in subparagraph (H) for 
each fiscal year shall be reserved for use by 
the Secretary of Health and Human Services 
to carry out section 413(j). 

"(H) FUNDING.-The amount specified in 
this subparagraph is $1,500,000,000 for each of 
fiscal years 1998 and 1999. 

"(H) FUNDING.-The amount specified in 
this subparagraph is-

, ' (i) $750,000,000 for fiscal year 1998; 
"(ii) $1,250,000,000 for fiscal year 1999; and 
"(iii) $1,000,000,000 for fiscal year 2000. 
"(I) BUDGET SCORING.-Notwithstanding 

section 457(b)(2) of the Balanced Budget and 
Emergency Deficit Control Act of 1985, the 
baseline shall assume that no grant shall be 
made under this paragraph or under section 
412(a)(3) after fiscal year 2001. ". 

(b) GRANTS TO TERRITORIES.-Section 
1108(a) of such Act (42 U.S.C. 1308(a)) is 
amended by inserting "(except section 
403(a)(5))" after "title IV". 

(C) GRANTS TO INDIAN TRIBES.-Section 
412(a) of such Act (42 U.S.C. 612(a)) is amend
ed by adding at the end the following: 

"(3) WELFARE-TO-WORK GRANTS.-
"(A) IN GENERAL.-The Secretary shall 

make a grant in accordance with this para
graph to an Indian tribe for each fiscal year 
specified in section 403(a)(5)(H) for which the 
Indian tribe is a welfare-to-work tribe, in 
such amount as the Secretary deems appro
priate, 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 fol
lowing requirements: 

"(i) The Indian tribe has submitted to the 
Secretary (in the form of an addendum to 
the tribal family assistance plan, if any, of 
the Indian tribe) 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. 

" (ii) The Indian tribe has provided the Sec
retary 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)) for activi
ties described in section 403(a)(5)(C)(i). 

"(iii) The Indian tribe has agreed to nego
tiate in good faith with the Secretary of 
Health and Human Services with respect to 
the substance of any evaluation under sec
tion 413(j), and to cooperate with the conduct 
of any such evaluation. 

"(C) LIMITATIONS ON USE OF FUNDS.-Sec
tion 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).". 

(d) FUNDS RECEIVED FROM GRANTS TO BE 
DISREGARDED IN APPLYING DURATIONAL LIMIT 
ON ASSISTANCE.-Section 408(a)(7) of such Act 
(42 U.S.C. 608(a)(7)) is amended by adding at 
the end the following: 

"(G) INAPPLICABILITY TO WELFARE-'1'0-WORK 
GRANTS AND ASSISTANCE.-For purposes of 
subparagraph (A) of this paragraph, a grant 
made under section 403(a)(5) shall not be con
sidered a grant made under section 403, and 
assistance from funds provided under section 
403(a)(5) shall not be considered assistance.". 

(e) EVALUATIONS.-Section 413 of such Act 
(42 U.S.C. 613) is amended by adding at the 
end the following: 

"(j) EVALUATION OF WELFARE-TO-WORK 
PROGRAMS.-The Secretary-

"(!) shall, in consultation with the Sec
retary of Labor, develop a plan to evaluate 
how grants made under sections 403(a)(5) and 
412(a)(3) have been used; and 

"(2) may evaluate the use of such grants by 
such grantees as the Secretary deems appro
priate, in accordance with an agreement en
tered into with the grantees after good-faith 
neg·otia tions. " . 
SEC. 5002. CLARIFICATION OF LIMITATION ON 

NUMBER OF PERSONS WHO MAY BE 
TREATED AS ENGAGED IN WORK BY 
REASON OF PARTICIPATION IN EDU
CATIONAL ACTMTIES. 

(a) IN GENERAL.-Section 407(c)(2)(D) of the 
Social Security Act (42 U.S.C. 607(c)(2)(D)) is 
amended to read as follows : 

"(D) LIMITATION ON NUMBER OF PERSONS 
WHO MAY BE TREA'l'ED AS ENGAGED IN WORK BY 
REASON OF PARTICIPATION IN EDUCATIONAL AC
TIVITIES.-For purposes of determining 
monthly participation rates under para
graphs (l)(B)(i) and (2)(B) of subsection (b), 
not more than 20 percent of the number of 
individuals in all families and in 2-parent 
families, respectively, in a State who are 
treated as engaged in work for a month may 
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consist of individuals who are determined to 
be engaged in war k for the man th by reason 
of participation in vocational educational 
training, or 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 sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 5003. PENALTY FOR FAILURE OF STATE TO 

REDUCE ASSISTANCE FOR RECIPI
ENTS REFUSING WITHOUT GOOD 
CAUSE TO WORK. 

(a) IN GENERAL.-Section 409(a) of the So
cial Security Act (42 U.S.C. 609(a)) is amend
ed by adding at the end the following: 

" (13) PENALTY FOR FAILURE TO REDUCE AS
SISTANCE FOR RECIPIENTS REFUSING WITHOUT 
GOOD CAUSE TO WORK.-

"(A) IN GENERAL.-If the Secretary deter
mines that a State to which a grant is made 
under section 403 in a fiscal year has violated 
section 407(e) during the fiscal year, the Sec
retary shall reduce the grant payable to the 
State under section 403(a)(l) for the imme
diately succeeding fiscal 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 fis
cal year based on the degree of noncompli
ance. " . 

(b) RETROACTIVITY.-The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 5004. RULES GOVERNING EXPENDITURE OF 

FUNDS FOR WORK EXPERIENCE AND 
COMMUNITY SERVICE PROGRAMS. 

(a) IN GENERAL.-Section 407 of the Social 
Security Act (42 U.S.C. 607) is amended by 
adding at the end the following: 

" (j) RULES GOVERNING EXPENDITURE OF 
FUNDS FOR WORK EXPERIENCE AND COMMU
NITY SERVICE PROGRAMS.-

"(!) IN GENERAL.-To the extent that a 
State to which a grant is made under section 
403(a)(5) or any other provision of section 403 
uses the grant to establish or operate a work 
experience or community service program, 
the State may establish and operate the pro
gram in accordance with this subsection. 

"(2) PURPOSE.-The purpose of a work expe
rience or community experience program is 
to provide experience or training for individ
uals not able to obtain employment in order 
to assist them to move to regular employ
ment. Such a program shall be designed to 
improve the employability of participants 
through actual work experience to enable in
dividuals participating in the program to 
move promptly into regular public or private 
employment. Such a program shall not place 
individuals in private, for-profit entities. 

" (3) LIMITATION ON PROJECTS THAT MAY BE 
UNDERTAKEN.-A work experience or commu
nity service program shall be limited to 
projects which serve a useful public purpose 
in fields such as health, social service, envi
ronmental protection, education, urban and 
rural development and redevelopment, wel
fare, recreation, public facilities, public safe
ty, and day care, and other purposes identi
fied by the State. 

"(4) MAXIMUM HOURS OF PARTICIPATION PER 
MONTH.-A State that elects to establish a 
work experience or community service pro
gram shall operate the program so that each 

participant participates in the program with 
the maximum number of hours that any such 
individual may be required to participate in 
any month being a number equal to-

"(A)(i) the amount of assistance provided 
during the month to the family of which the 
individual is a member under the State pro
gram funded under this part; plus 

" (ii) the dollar value equivalent of any 
benefits provided during the month to the 
household of which the individual is a mem
ber under the food stamp program under the 
Food Stamp Act of 1977; minus 

" (iii) any amount collected by the State as 
child support with respect to the family that 
is retained by the State; divided by 

"(B) the greater of the Federal minimum 
wage or the applicable State minimum wage. 

" (5) MAXIMUM HOURS OF PARTICIPATION PER 
WEEK.- A State that elects to establish a 
work experience or community service pro
gram may not require any participant in any 
such program to participate in any such pro
gram for a combined total of more than 40 
hours per week. 

" (6) RULE OF INTERPRETATION.-This sub
section shall not be construed as authorizing 
the provision of assistance under a State 
program funded under this part as compensa
tion for work performed, nor shall a partici
pant be entitled to a salary or to any other 
work or training expense provided under any 
other provision of law by reason of participa
tion in a work experience or community 
service program described in this sub
section.". 

(b) RETROACTIVITY.-The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 5005. STATE OPTION TO TAKE ACCOUNT OF 

CERTAIN WORK ACTIVITIES OF RE· 
CIPIENTS WITH SUFFICIENT PAR· 
TICIPATION IN WORK EXPERIENCE 
OR COMMUNITY SERVICE PRO· 
GRAMS. 

(a) IN GENERAL.-Section 407(c) of the So
cial Security Act (42 U.S.C. 607(c)) is amend
ed by adding at the end the following: 

" (3) STATE OPTION TO TAKE ACCOUNT OF CER
TAIN WORK ACTIVITIES OF RECIPIENTS WITH 
SUFFICIENT PARTICIPATION IN WORK EXPERI
ENCE OR COMMUNITY SERVICE PROGRAMS.-Not
withstanding paragraphs (1) and (2) of this 
subsection and subsection (d)(8), for purposes 
of determining monthly participation rates 
under paragraphs (l)(B)(i) and (2)(B) of sub
section (b), an individual who, during a 
month, bas participated in a work experience 
or community service program operated in 
accordance with subsection (j), for the max
imum number of hours that the individual 
may be required to participate in such a pro
gram during the month shall be treated as 
engaged in work for the month if, during the 
month, the individual has participated in 
any other work activity for a number of 
hours that is not less than the number of 
hours required by subsection (c)(l) for the 
month minus such maximum number of 
hours. ". 

(b) RETROACTIVITY.- The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 5006. WORKER PROTECTIONS. 

Section 407(f) of the Social Security Act (42 
U.S.C. 607(f)) is amended to read as follows: 

"(f) WORKER PROTECTIONS.-
"(!) NONDISPLACEMENT IN WORK ACTIVI

TIES.-

"(A) GENERAL PROHIBITION.-Subject to 
this paragraph, an adult in a family receiv
ing assistance under a State program funded 
under this part attributable to funds pro
vided by the Federal Government may fill a 
vacant employment position in order to en
gage in a work activity. 

"(B) PROHIBITION AGAINST VIOLATION OF 
CONTRACTS.-A work activity shall not vio
late an existing contract for services or col
lective bargaining agreement. 

" (C) OTHER PROHIBITIONS.-An adult partic
ipant in a work activity shall not be em
ployed or assigned-

" (i) when any other individual is on layoff 
from the same or any substantially equiva
lent job; or 

"(ii) if the employer has terminated the 
employment of any regular employee or oth
erwise caused an involuntary reduction if its 
workforce with the intention of filling the 
vacancy so created with the participant. 

"(2) HEALTH AND SAFETY.-Health and safe
ty standards established under Federal and 
State law otherwise applicable to working 
conditions of employees shall be equally ap
plicable to working conditions of partici
pants engaged in a work activity. 

"(3) NONDISCRIMINATION.-In addition to 
the protections provided under the provi
sions of law specified in section 408(c), an in
dividual may not be discriminated against 
with respect to participation in work activi
ties by reason of gender. 

" (4) GRIEVANCE PROCEDURE.-
"(A) IN GENERAL.-Each State to which a 

grant is made under section 403 shall estab
lish and maintain a procedure for grievances 
or complaints from employees alleging viola
tions of paragraph (1) and participants in 
work activities alleging violations of para
graph (1), (2), or (3). 

"(B) HEARING.-The procedure shall in
clude an opportunity for a hearing. 

"(C) REMEDIES.-The procedure shall in
clude remedies for violation of paragraph (1), 
(2), or (3), which may include-

"(i) prohibition against placement of a par
ticipant with an employer that has violated 
paragraph (1), (2). or (3); 

" (ii) where applicable, reinstatement of an 
employee, payment of lost wages and bene
fits, and reestablishment of other relevant 
terms, conditions an·d privileges of employ
ment; and 

"(iii) where appropriate, other equitable 
relief. 

"(5) .NONPREEMPTION OF STATE NON
DISPLACEMENT LAWS.-The provisions of this 
subsection relating to nondisplacement of 
employees shall not be construed to preempt 
any provision of State law relating to non
displacement of employees that affords 
greater protections to employees than is af
forded by such provisions of this sub
section.". 

Subtitle B-Higher Education Programs 
SEC. 5101. MANAGEMENT AND RECOVERY OF RE· 

SERVES. 
(a) AMENDMENT.-Section 422 of the Higher 

Education Act of 1965 (20 U.S.C. 1072) is 
amended by adding after subsection (g) the 
following new subsection: 

"(h) RECALL OF RESERVES; LIMITATIONS ON 
USE OF RESERVE FUNDS AND ASSETS.-(1) 
Notwithstanding any other provision of law, 
the Secretary shall, except as otherwise pro
vided in this subsection, recall $1,000,000,000 
from the reserve funds held by guaranty 
agencies on September 1, 2002. 

'(2) Funds recalled by the Secretary under 
this subsection shall be deposited in the 
Treasury. 

"(3) The Secretary shall require each guar
anty agency to return reserve funds under 
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paragraph (1) based on such agency's re
quired share of recalled reserve funds held by 
guaranty agencies as of September 30, 1996. 
For purposes of this paragraph, a guaranty 
agency's required share of recalled reserve 
funds shall be determined as follows: 

"(A) The Secretary shall compute each 
agency's reserve ratio by dividing (i) the 
amount held 1n sucli agency's reserve funds 
as of September 30, 1996 (but reflecting later 
accounting or auditing adjustments ap
proved by the Secretary), by (ii) the original 
principal amount of all loans for which such 
agency has an outstanding insurance obliga
tion as of such date. 

"(B) If the reserve ratio of any agency as 
computed under subparagraph (A) exceeds 2.0 
percent, the agency's required share shall in
clude so much of the amounts held in such 
agency's reserve fund as exceed a reserve 
ratio of 2.0 percent. 

"(C) If any additional amount is required 
to be recalled under paragraph (1) (after de
ducting the total of the required shares cal
culated under subparagraph (B)), the agen
cies' required shares shall include additional 
amounts-

"(i) determined by imposing on each such 
agency an equal percentage reduction in the 
amount of each agency's reserve fund re
maining after deduction of the amount re
called under subparagraph (B); and 

"(11) the total of which equals the addi
tional amount that is required to be recalled 
under paragraph (1) (after deducting the 
total of the required shares calculated under 
subparagraph (B)). 

"(4) Within 90 days after the beginning of 
each of fiscal years 1998 through 2002, each 
guaranty agency shall transfer a portion of 
each agency's required share determined 
under paragraph (3) to a restricted account 
established by the guaranty agency that is of 
a type selec.ted by the guaranty agency with 
the approval of the Secretary. Funds trans
ferred to such restricted accounts shall be 
invested in obligations issued or guaranteed 
by the United States or in other similarly 
low-risk securities. A guaranty agency shall 
not use the funds in such a restricted ac
count for any purpose without the express 
written permission of the Secretary, except 
that a guaranty agency may use the earnings 
from such restricted account to assist in 
meeting the agency's operational expenses 
under this part. In each of fiscal years 1998 
through 2002, each agency shall transfer its 
required share to such restricted account in 
5 equal annual installments, except that--

"(A) a guarantee agency that has a reserve 
ratio (as computed under subparagraph 
(3)(A)) equal to or less than 1.10 percent may 
transfer its required share to such account in 
4 equal installments beginning in fiscal year 
1999; and 

"(B) a guarantee agency may transfer such 
required share to such account in accordance 
with such other payment schedules as are 
approved by the Secretary. 

"(5) If, on Sept-ember 1, 2002, the total 
amount in the restricted accounts described 
in paragraph ( 4) is less than the amount the 
Secretary is required to recall under para
graph (1), the Secretary may require the re
turn of the amount of the shortage from 
other reserve funds held by guaranty agen
cies under procedures established by the Sec
retary. 

"(6) The Secretary may take such reason
able measures, and require such information, 
as may be necessary to ensure that guaranty 
agencies comply with the requirements of 
this subsection. Notwithstanding any other 
provision of this part, if the Secretary deter-

mines that a guaranty agency is not in com
pliance with the requirements of this sub
section, such agency may not receive any 
other funds under this part until the Sec
retary determines that such agency is in 
compliance. 

"(7) The Secretary shall not have any au
thority to direct a guaranty agency to re
turn reserve funds under subsection (g)(l)(A) 
during the period from the date of enactment 
of this subsection through September 30, 
2002, and any reserve funds otherwise re
turned under subsection (g)(l) during such 
period shall be treated as amounts recalled 
under this subsection and shall not be avail
able under subsection (g)(4). 

"(8) For purposes of this subsection, the 
term 'reserve funds' when used with respect 
to a guaranty agency-

' '(A) includes any cash reserve funds held 
by the guaranty agency, or held by, or under 
the control of, any other entity; and 

"(B) 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-

(1) 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. 5102. REPEAL OF Dm.ECT 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-

(1) by striking subsection (b); and 
(2) by redesignating subsections (c) and (d) 

as subsections (b) and (c), respectively. 
SEC. 5103. 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) IN GENERAL.-(1) Each fiscal year, 
there shall be available to the Secretary 
from funds not otherwise appropriated, funds 
to be obligated 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 pay
able to guaranty agencies under part B and 
calculated 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. Ad
ministrative cost allowances under subpara
graph (B) of this paragraph shall be paid 
quarterly and used in accordance with sec
tion 428(f). The Secretary may carry over 
funds available under this section to a subse
quent fiscal year. 

"(2) Administrative cost allowances pay
able 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 is issued on or 
after the date of enactment of the Balanced 
Budget Act of 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. 5104. SECRETARY'S EQUITABLE SHARE OF 

COLLECTIONS ON CONSOLIDATED 
DEFAULTED LOANS. 

Section 428(c)(6)(A) of the Higher Edu
cation Act of 1965 (20 U.S.C. 1078(c)(6)(A)) is 
amended-

(1) in the matter preceding clause (1), by 
striking ''made by the borrower'' and insert-

ing "made by or on behalf of the borrower, 
including payments made to discharge loans 
made under this title to obtain a consolida
tion loan pursuant to this part or part D, "; 
and 

(2) in clause (ii), by striking "(11) an 
amount equal to 27 percent of such payments 
(subject to subparagraph (D) of this para
graph) for costs related" and inserting the 
following: 

"(ii) an amount equal to 27 percent of such 
payments for covered costs, except that the 
amount determined under this clause for 
such covered costs shall be (I) 18.5 percent of 
such payments for defaulted loans consoli
dated pursuant to this part or part D on or 
after July 1, 1997; and (II) 18.5 percent of such 
payments for defaulted loans consolidated 
pursuant to this part or part D on or after 
the date of enactment of the Higher Edu
cation Amendments of 1992 with respect to 
any guaranty agency that has, after such 
date, made deductions from such payments 
under this clause (ii) in an amount equal to 
18.5 percent of such payments. 
For purposes of clause (11) of this subpara
graph, the term 'covered costs' means costs 
related". · 
SEC. 5105. 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 C-Repeal of Smith-Hughes 
Vocational Education Act 

SEC. 5201. REPEAL OF SMITH-HUGHES VOCA
TIONAL EDUCATION ACT. 

The Act of February 23, 1917 (39 Stat. 929; 
20 U.S.C. 11) (commonly known as the 
"Smith-Hughes Vocational Education Act") 
is repealed. 

Subtitle D-Expansion of Portability and 
Health Insurance Coverage 

SEC. 5801. SHORT TITLE OF SUBTITLE. 
This subtitle may be cited as the " Expan

sion of Portability and Health Insurance 
Coverage Act of 1997". 
SEC. 5302. RULES GOVERNING ASSOCIATION 

HEALTH PLANS. 
(a) IN GENERAL.-Subtitle B of title I of the 

Employee Retirement Income Security Act 
of 1974 is amended by adding after part 7 the 
following new part: 

"PART 8-RULES GOVERNING ASSOCIATION 
HEALTH PLANS 

"SEC. 801. ASSOCIATION HEALTH PLANS. 
"(a) IN GENERAL.- For purposes of this 

part, the term 'association health plan' 
means a group heal th plan-

" (1) whose sponsor is (or is deemed under 
this part to be) described in subsection (b), 
and 

"(2) under which at least one option of 
health insurance coverage offered by a 
health insurance issuer (which may include, 
among other options, managed care options, 
point of service options, and preferred pro
vider options) is provided to participants and 
beneficiaries. 

"(b) SPONSORSHIP.-The sponsor of a group 
health plan is described in this subsection if 
such sponsor-

"(1) is organized and maintained in good 
faith, with a constitution and bylaws specifi
cally stating its purpose and providing for 
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periodic meetings on at least an annual 
basis, as a trade association, an industry as
sociation (including a rural electric coopera
tive association or a rural telephone cooper
ative association), a professional associa
tion, or a chamber of commerce (or similar 
business group, including a corporation or 
similar organization that operates on a coop
erative basis (within the meaning of section 
1381 of the Internal Revenue Code of 1986)), 
for substantial purposes other than that of 
obtaining or providing medical care, 

"(2) is established as a permanent entity 
which receives the active support of its 
members and collects from its members on a 
periodic basis dues or payments necessary to 
maintain eligibility for membership in the 
sponsor, and 

"(3) does not condition such dues or pay
ments or coverage under the plan on the 
basis of health status-related factors with re
spect to the employees of its members (or af
filiated members), or the dependents of such 
employees, and does not condition such dues 
or pay men ts on the basis of group heal th 
plan participation. 
Any sponsor consisting of an association of 
entities which meet the requirements of 
paragraphs (1) and (2) shall be deemed to be 
a sponsor described in this subsection. 

"SEC. 802. CERTIFICATION OF ASSOCIATION 
HEALm PLANS. 

"(a) IN GENERAL.-The Secretary shall pre
scribe by regulation a procedure under 
which, subject to subsection (b), the Sec
retary shall certify association health plans 
which apply for certification as meeting the 
requirements of this part. 

"(b) STANDARDS.-Under the procedure pre
scribed pursuant to subsection (a), the Sec
retary shall certify an association health 
plan as meeting the requirements of this 
part only if the Secretary is satisfied that-

"(1) such certification-
"(A) is administratively feasible, 
"(B) is not adverse to the interests of the 

individuals covered under the plan, and 
"(C) is protective of the rights and benefits 

of the individuals covered under the plan, 
and 

"(2) the applicable requirements of this 
part are met (or, upon the date on which the 
plan is to commence operations, will be met) 
with respect to the plan. 

"(c) REQUIREMENTS APPLICABLE TO CER
TIFIED PLANS.-An association health plan 
with respect to which certification under 
this part is in effect shall meet the applica
ble requirements of this part, effective on 
the date of certification (or, if later, on the 
date on which the plan is to commence oper
ations). 

"(d) REQUIREMENTS FOR CONTINUED CER
TIFICATION.-The Secretary may provide by 
regulation for continued certification under 
this part, including requirements relating to 
any commencement, by an association 
health plan which has been certified under 
this part, of a benefit option which does not 
consist of health insurance coverage. 

"(e) CLASS CERTIFICATION FOR FULLY-IN
SURED PLANS.-The Secretary shall establish 
a class certification procedure for associa
tion health plans under which all benefits 
consist of health insurance coverage. Under 
such procedure, the Secretary shall provide 
for the granting of certification under this 
part to the plans in each class of such asso
ciation health plans upon appropriate filing 
under such procedure in connection with 
plans in such class and payment of the pre
scribed fee under section 807(a). 

"SEC. 803. REQUffiEMENTS RELATING TO SPON· 
SORS AND BOARDS OF TRUSTEES. 

"(a) SPONSOR.-The requirements of this 
subsection are met with respect to an asso
ciation health plan if-

"(1) the sponsor (together with its imme
diate predecessor, if any) has met (or is 
deemed under this part to have met) for a 
continuous period of not less than 3 years 
ending with the date of the application for 
certification under this part, the require
ments of paragraphs (1) and (2) of section 
801(b), and 

"(2) the sponsor meets (or is deemed under 
this part to meet) the requirements of sec
tion 801(b)(3). 

"(b) BOARD OF TRUSTEES.-The require
ments of this subsection are met with re
spect to an association health plan if the fol
lowing requirements are met: 

"(1) . FISCAL CONTROL.-The plan is oper
ated, pursuant to a trust agreement, by a 
board of trustees which has complete fiscal 
control over the plan and which is respon
sible for all operations of the plan. 

"(2) RULES OF OPERATION AND FINANCIAL 
CONTROLS.-The board of trustees has in ef
fect rules of operation and financial con
trols, based on a 3-year plan of operation, 
adequate to carry out the terms of the plan 
and to meet all requirements of this title ap-
plicable to the plan. · 

"(3) RULES GOVERNING RELATIONSHIP TO 
PARTICIPATING EMPLOYERS AND TO CONTRAC-
1'0RS.-

"(A) IN GENERAL.-Except as provided in 
subparagraph (B), the members of the board 
of trustees are individuals selected from in
dividuals who are the owners, officers, direc
tors, or employees of the participating em
ployers or who are partners in the partici
pating employers and actively participate in 
the business. 

"(B) LIMITATION.-
"(i) GENERAL RULE.-Except as provided in 

clauses (ii) and (iii), no such member is an 
owner, officer, director, or employee of, or 
partner in, a contract administrator or other 
service provider to the plan. 

"(11) LIMITED EXCEPTION FOR PROVIDERS OF 
SERVICES SOLELY ON BEHALF OF THE SPON
SOR.-Officers or employees of a sponsor 
which is a service provider (other than a con
tract administrator) to the plan may be 
members of the board if they constitute not 
more than 25 percent of the membership of 
the board and they do not provide services to 
the plan other than on behalf of the sponsor. 

"(iii) TREATMENT OF PROVIDERS OF MEDICAL 
CARE.-ln the case of a sponsor which is an 
association whose membership consists pri
marily of providers of medical care, clal,lse 
(i) shall not apply in the case of any service 
provider described in subparagraph (A) who 
is a provider of medical care under the plan. 

"(C) SOLE AUTHORITY.-The board has sole 
authority to approve applications for partici
pation in the plan and to contract with a 
service provider to administer the day-to
day affairs of the plan. 

"(C) TREATMENT OF FRANCHISE NET
WORKS.-ln the case of a group health plan 
which is established and maintained by a 
franchiser for a franchise network consisting 
of its franchisees-

"(!) the requirements of subsection (a) and 
section 801(a)(l) shall be deemed met if such 
requirements would otherwise be met if the 
franchiser were deemed to be the sponsor re
ferred to in section 801(b), such network were 
deemed to be an association described in sec
tion 801(b), and each franchisee were deemed 
to be a member (of the association and the 
sponsor) referred to in section 801(b), and 

"(2) the requirements of section 804(a)(l) 
shall be deemed met. 

"(d) CERTAIN COLLECTIVELY BARGAINED 
PLANS.-

"(l) IN GENERAL.-In the case of a group 
health plan described in paragraph (2)-

"(A) the requirements of subsection (a) and 
section 801(a)(l) shall be deemed met, 

"(B) the joint board of trustees shall be 
deemed a board of trustees with respect to 
which the requirements of subsection (b) are 
met, and 

"(C) the requirements of section 804 shall 
be deemed met. 

"(2) REQUIREMENTS.-A group health plan 
is described in this paragraph if-

"(A) the plan is a multiemployer plan, 
"(B) the plan is in existence on April 1, 

1997, and would be described in section 
3(40)(A)(i) but solely for the failure to meet 
the requirements of section 3(40)(C)(ii) or (to 
the extent provided in regulations of the 
Secretary) solely for the .failure to meet the 
requirements of subparagraph (D) of section 
3(40), or 

"(C)(i) the plan is in existence on April 1, 
1997, has been in existence as of such date for 
at least 3 years, meets the requirements of 
paragraphs (2) and (3) of section 80l(b), and 
would be described in section 3(40)(A)(i) but 
solely for the failure to meet the require
ments of subparagraph (C)(i) or (C)(ii), and 

"(ii) individuals who are members of the 
plan sponsor-

" (I) participate by elections in the organi
zational governance of the plan sponsor, 

"(II) are eligible for appointment as trust
ee of the plan or for participation in the ap
pointment of trustees of the plan, and 

"(Ill) if covered under the plan, have full 
rights under the plan of a participant in an 
employee welfare benefit plan. 

"(e) CERTAIN PLANS NOT MEETING SINGLE 
EMPLOYER REQUIREMENT.-

"(l) IN GENERAL.-In any case in which the 
majority of the employees covered under a 
group health plan are employees of a single 
employer (within the meaning of clauses (i) 
and (ii) of section 3(40)(B)), if all other em
ployees covered under the plan are employed 
by employers who are related to such single 
employer-

"(A) the requirements of subsection (a) and 
section 801(a)(l) shall not apply if such single 
employer is the sponsor of the plan, and 

"(B) the requirements of subsection (b) 
shall be deemed met if the board of trustees 
is the named fiduciary in connection with 
the plan. 

"(2) RELATED EMPLOYERS.-For purposes of 
paragraph (1), employers are 'related' if 
there is among all such employers a common 
ownership interest or a substantial com
monality of business operations based on 
common suppliers or customers. 
"SEC. 804. PARTICIPATION AND COVERAGE RE

QUmEMENTS. 

"(a) COVERED EMPLOYERS AND lNDIVID
UALS.-The requirements of this subsection 
are met with respect to an association 
health plan if, under the terms of the plan-

"(1) all participating employers must be 
members or affiliated members of the spon
sor, except that, in the case of a sponsor 
which is a professional association or other 
individual-based association, if at least one 
of the officers, directors, or employees of an 
employer, or at least one of the individuals 
who are partners in an employer and who ac
tively participates in the business, is a mem
ber or affiliated member of the sponsor, par
ticipating employers may also include such 
employer, and 
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"(2) all individuals commencing coverage 

under the plan after certification under this 
part must be-

"(A) active or retired owners (including 
self-employed individuals), officers, direc
tors, or employees of, or partners in, partici
pating employers. or 

"(B) the beneficiaries of individuals de
scribed in subparagraph (A). 

"(b) COVERAGE OF PREVIOUSLY UNINSURED 
EMPLOYEES.- The requirements of this sub
section are met with respect to an associa
tion health plan if, under the terms of the 
plan, no affiliated member of the sponsor 
may be offered coverage under the plan as a 
participating employer unless-

"(1) the affiliated member was an affiliated 
member on the date of certification under 
this part, or 

"(2) during the 12-month period preceding 
the date of the offering of such coverage, the 
affiliated member has not maintained or 
contributed to a group health plan with re
spect to any of its employees who would oth
erwise be eligible to participate in such asso
ciation health plan. 

"(c) INDIVIDUAL MARKET UNAFFECTED.-The 
requirements of this subsection are met with 
respect to an association health plan if, 
under the terms of the plan, no participating 
employer may provide health insurance cov
erage in the individual market for any em
ployee not covered under the plan which is 
similar to the coverage contemporaneously 
provided to employees of the employer under 
the plan, if such exclusion of the employee 
from coverage under the plan is based on a 
health status-related factor with respect to 
the employee and such employee would, but 
for such exclusion on such basis, be eligible 
for coverage under the plan. 

"(d) PROHIBITION OF DISCRIMINATION 
AGAINST EMPLOYERS AND EMPLOYEES ELIGI
BLE TO PARTICIPATE.-The requirements of 
this subsection are met with respect to an 
association health plan if-

"(1) under the terms of the plan, no em
ployer meeting the preceding requirements 
of this section is excluded as a participating 
employer. unless-

" (A) participation or contribution require
ments of the type referred to in section 2711 
of the Public Health Service Act are not met 
with respect to the excluded employer, or 

"(B) the excluded employer does not sat
isfy a required minimum level of employ
ment uniformly applicable to participating 
employers, 

"(2) the applicable requirements of sec
tions 701, 702, and 703 are met with respect to 
the plan, and 

"(3) applicable benefit options under the 
plan are actively marketed to all eligible 
participating employers. 
"SEC. 805. OTHER REQUIREMENTS RELATING TO 

PLAN DOCUMENTS, CONTRIBUTION 
RATES, AND BENEFIT OPTIONS. 

"(a) IN GENERAL.-The requirements of this 
section are met with respect to an associa
tion health plan if the following require
ments are met: 

"(l) CONTENTS OF GOVERNING INSTRU
MENTS.-The instruments governing the plan 
include a written instrument, meeting the 
requirements of an instrument required 
under section 402(a)(l), which-

"(A) provides that the board of trustees 
serves as the named fiduciary required for 
plans under section 402(a)(l) and serves in 
the capacity of a plan administrator (re
ferred to in section 3(16)(A)), 

"(B) provides that the sponsor of the plan 
is to serve as plan sponsor (referred to in sec
tion 3(16)(B)), and 

"(C) incorporates the requirements of sec
tion 806. 

"(2) CONTRIBUTION RATES MUST BE NON
DISCRIMINATORY.-

"(A) The contribution rates for any par
ticipating employer do not vary signifi
cantly on the basis of the claims experience 
of such employer and do not vary on the 
basis of the type of business or industry in 
which such employer is engaged. 

"(B) Nothing in this title or any other pro
vision of law shall be construed to preclude 
an association health plan, or a health insur
ance issuer offering health insurance cov
erage in connection with an association 
health plan, from setting contribution rates 
based on the claims experience of the plan, 
to the extent contribution rates under the 
plan meet the requirements of section 702(b). 

"(3) FLOOR FOR NUMBER OF COVERED INDI
VIDUALS WITH RESPECT TO CERTAIN PLANS.-If 
any benefit option under the plan does not 
consist of health insurance coverage, the 
plan has as of the beginning of the plan year 
not fewer than 1,000 participants and bene
ficiaries. 

"(4) REGULATORY REQUIREMENTS.-Such 
other requirements as the Secretary may 
prescribe by regulation as necessary to carry 
out the purposes of this part. 

"(b) ABILITY OF ASSOCIATION HEALTH PLANS 
TO DESIGN BENEFIT OPTIONS.- Nothing in this 
part or any provision of State law (as defined 
in section 514(c)(l)) shall be construed to pre
clude an association health plan, or a health 
insurance issuer offering health insurance 
coverage in connection with an association 
health plan, from exercising its sole discre
tion in selecting the specific items and serv
ices consisting of medical care to be included 
as benefits under such plan or coverage, ex
cept in the case of any law to the extent that 
it (1) prohibits an exclusion of a specific dis
ease from such coverage, or (2) is not pre
empted under section 731(a)(l) with respect 
to matters governed by section 711 or 712. 
"SEC. 806. MAINTENANCE OF RESERVES AND 

PROVISIONS FOR SOLVENCY FOR 
PLANS PROVIDING HEALTH BENE· 
FITS IN ADDITION TO HEALTH IN
SURANCE COVERAGE. 

"(a) IN GENERAL.-The requirements of this 
section are met with respect to an associa
tion health plan if-

"(1) the benefits under the plan consist 
solely of health insurance coverage, or 

" (2) if the plan provides any additional 
benefit options which do not consist of 
health insurance coverage, the plan-

"(A) establishes and maintains reserves 
with respect to such additional benefit op
tions, in amounts recommended by the quali
fied actuary, consisting of-

"(i) a reserve sufficient for unearned con
tributions, 

"(ii) a reserve sufficient for benefit liabil
ities which have been incurred, which have 
not been satisfied, and for which risk of loss 
has not yet been transferred, and for ex
pected administrative costs with respect to 
such benefit liabilities, 

"(iii) a reserve sufficient for any other ob
ligations of the plan, and 

"(iv) a reserve sufficient for a margin of 
error and other fluctuations, taking into ac
count the specific circumstances of the plan, 
and 

"(B) establishes and maintains aggregate 
excess/stop loss insurance and solvency in
demnification, with respect to such addi
tional benefit options for which risk of loss 
has not yet been transferred, as follows: 

"(i) The plan shall secure aggregate excess/ 
stop loss insurance for the plan with an at
tachment point which is not greater than 125 

percent of expected gross annual claims. The 
Secretary may by regulation provide for up
ward adjustments in the amount of such per
centage in specified circumstances in which 
the plan specifically provides for and main
tains reserves in excess of the amounts re
quired under subparagraph (A). 

"(ii) The plan shall secure a means of in
demnification for any claims which the plan 
is unable to satisfy by reason of a termi
nation pursuant to section 809(b) (relating to 
mandatory termination). 
Any regulations prescribed by the Secretary 
pursuant to paragraph (2)(B)(i) may allow for 
such adjustments in the required levels of 
excess/stop loss insurance as the qualified ac
tuary may recommend, taking into account 
the specific circumstances of the plan. 

"(b) MINIMUM SURPLUS IN . ADDITION TO 
CLAIMS RESERVES.- The requirements of this 
subsection are met if the plan establishes 
and maintains surplus in an amount at least 
equal to the excess of-

"(1) the greater of-
"(A) 25 percent of expected incurred claims 

and expenses for the plan year, or 
"(B) $400,000, 

over 
"(2) the amount required under subsection 

(a)(2)(A)(ii). 
"(c) ADDITIONAL REQUIREMENTS.-In the 

case of any association health plan described 
in subsection (a)(2), the Secretary may pro
vide such additional requirements relating 
to reserves and excess/stop loss insurance as 
the Secretary considers appropriate. Such 
requirements may be provided, by regulation 
or otherwise, with respect to any such plan 
or any class of such plans. 

"(d) ADJUSTMENTS FOR EXCESS/STOP Loss 
INSURANCE.-The Secretary may provide for 
adjustments to the levels of reserves other
wise required under subsections (a) and (b) 
with respect to any plan or class of plans to 
take into account excess/stop loss insurance 
provided with respect to such plan or plans. 

"(e) ALTERNATIVE MEANS OF COMPLIANCE.
The Secretary may permit an association 
health plan described in subsection (a)(2) to 
substitute, for all or part of the require
ments of this section, such security, guar
antee, hold-harmless arrangement, or other 
financial arrangement as the Secretary de
termines to be adequate to enable the plan 
to fully meet all its financial obligations on 
a timely basis and is otherwise no less pro
tective of the interests of participants and 
beneficiaries than the requirements for 
which it is substituted. The Secretary may 
take into account, for purposes of this sub
section, evidence provided by the plan or 
sponsor which demonstrates an assumption 
of liability with respect to the plan. Such 
evidence may be in the form of a contract of 
indemnification, lien, bonding, insurance, 
letter of credit, recourse under applicable 
terms of the plan in the form of assessments 
of participating employers, security, or 
other financial arrangement. 

''(f) EXCESS/STOP Loss INSURANCE.-For 
purposes of this section, the term 'excess/ 
stop loss insurance' means, in connection 
with an association health plan, a contract 
under which an insurer (meeting such min
imum standards as may be prescribed in reg
ulations of the Secretary) provides for pay
ment to the plan with respect to claims 
under the plan in excess of an amount or 
amounts specified in such contract. 
"SEC. 807. REQUIREMENTS FOR APPLICATION 

. AND RELATED REQUIREMENTS. 
"(a) FILING FEE.- Under the procedure pre

scribed pursuant to section 802(a) , an asso
ciation health plan shall pay to the Sec
retary at the time of filing an application for 
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certification under this part a filing fee in 
the amount of $5,000, which shall be avail
able, to the extent provided in appropriation 
Acts, to the Secretary for the sole purpose of 
administering the certification procedures 
applicable with respect to association health 
plans. 

'(b) INFORMATION TO BE INCLUDED IN AP
PLICATION FOR CERTIFICATION.-An applica
tion for certification under this part meets 
the requirements of this section only if it in
cludes, in a manner and form prescribed in 
regulations of the Secretary, at least the fol
lowing information: 

"(1) IDENTIFYING INFORMATION.-The names 
and addresses of-

"(A) the sponsor, and 
"(B) the members of the board of trustees 

of the plan. 
" (2) STATES IN WHICH PLAN INTENDS TO DO 

BUSINESS.-The States in which participants 
and beneficiaries under the plan are to be lo
cated and the number of them expected to be 
located in each such State. 

''(3) BONDING REQUIREMENTS.-Evidence 
provided by the board of trustees that the 
bonding requirements of section 412 will be 
met as of the date of the application or (if 
later) commencement of operations. 

" (4) PLAN DOCUMENTS.-A copy of the docu
ments governing the plan (including any by
laws and trust agreements), the summary 
plan description, and other material describ
ing the benefits that will be provided to par
ticipants and beneficiaries under the plan. 

"(5) AGREEMENTS WITH SERVICE PRO
VIDERS.-A copy of any agreements between 
the plan and contract administrators and 
other service providers. 

"(6) FUNDING REPORT.- In the case of asso
ciation health plans providing benefits op
tions in addition to health insurance cov
erage, a report setting forth information 
with respect to such additional benefit op
tions determined as of a date within the 120-
day period ending with the date of the appli
cation, including the following: 

"(A) RESERVES.-A statement, certified by 
the board of trustees of the plan, and a state
ment of actuarial opinion, signed by a quali
fied actuary, that all applicable require
ments of section 806 are or will be met in ac
cordance with regulations which the Sec
retary shall prescribe. 

"(B) ADEQUACY OF CONTRIBUTION RATES.- A 
statement of actuarial opinion, signed by a 
qualified actuary, which sets forth a descrip
tion of the extent to which contribution 
rates are adequate to provide for the pay
ment of all obligations and the maintenance 
of required reserves under the plan for the 
12-month period beginning with such date 
within such 120-day period, taking into ac
count the expected coverage and experience 
of the plan. If the contribution rates are not 
fully adequate, the statement of actuarial 
opinion shall indicate the extent to which 
the rates are inadequate and the changes 
needed to ensure adequacy. 

"(C) CURRENT AND PROJECTED VALUE OF AS
SETS AND LIABILITIES.-A statement of actu
arial opinion signed by a qualified actuary, 
which sets forth the current value of the as
sets and liabilities accumulated under the 
plan and a projection of the assets, liabil
ities, income, and expenses of the plan for 
the 12-month period referred to in subpara
graph (B). The income statement shall iden
tify separately the plan's administrative ex
penses and claims. 

"(D) COSTS OF COVERAGE TO BE CHARGED 
AND OTHER EXPENSES.-A statement of the 
costs of coverage to be charged, including an 
itemization of amounts for administration, 

reserves, and other expenses associated with 
the operation of the plan. 

" (E) OTHER INFORMATION.-Any other infor
mation which may be prescribed in regula
tions of the Secretary as necessary to carry 
out the purposes of this part. 

" (c) FILING NOTICE OF CERTIFICATION WITH 
STATES.-A certification granted under this 
part to an association health plan shall not 
be effective unless written notice of such 
certification is filed with the applicable 
State authority of each State in which at 
least 25 percent of the participants and bene
ficiaries under the plan are located. For pur
poses of this subsection, an individual shall 
be considered to be located in the State in 
which a known address of such individual is 
located or in which such individual is em
ployed. 

"(d) NOTICE OF MATERIAL CHANGES.- In the 
case of any association health plan certified 
under this part, descriptions of material 
changes in any information which was re
quired to be submitted with the application 
for the certification under this part shall be 
filed in such form and manner as shall be 
prescribed in regulations of the Secretary. 
The Secretary may require by regulation 
prior notice of material changes with respect 
to specified matters which might serve as 
the basis for suspension or revocation of the 
certification. 

" (e) REPORTING REQUIREMENTS FOR CERTAIN 
ASSOCIATION HEAL'l'H PLANS.-An association 
health plan certified under this part which 
provides benefit options in addition to health 
insurance coverage for such plan year shall 
meet the requirements of section 103 by fil
ing an annual report under such section 
which shall include information described in 
subsection (b)(6) with respect to the plan 
year and, notwithstanding section 
104(a)(l)(A), shall be filed not later than 90 
days after the close of the plan year (or on 
such later date as may be prescribed by the 
Secretary). 

"(f) ENGAGEMENT OF QUALIFIED ACTUARY.
The board of trustees of each association 
health plan which provides benefits options 
in addition to health insurance coverage and 
which is applying for certification under this 
part or is certified under this part shall en
gage, on behalf of all participants and bene
ficiaries, a qualified actuary who shall be re
sponsible for the preparation of the mate
rials comprising information necessary to be 
submitted by a qualified actuary under this 
part. The qualified actuary shall utilize such 
assumptions and techniques as are necessary 
to enable such actuary to form an opinion as 
to whether the contents of the matters re
ported under this part-

" (1) are in the aggregate reasonably re
lated to the experience of the plan and to 
reasonable expectations, and 

"(2) represent such actuary's best estimate 
of anticipated experience under the plan. 
The opinion by the qualified actuary shall be 
made with respect to, and shall be made a 
part of, the annual report. 
"SEC. 808. NOTICE REQUIREMENTS FOR VOL

UNTARY TERMINATION. 
" Except as provided in section 809(b), an 

association health plan which is or has been 
. certified under this part may terminate 
(upon or at any time after cessation of ac
cruals in benefit liabilities) only if the board 
of trustees-

" (1) not less than 60 days before the pro
posed termination date, provides to the par
ticipants and beneficiaries a written notice 
of intent to terminate stating that such ter
mination is intended and the proposed termi
nation date, 

" (2) develops a plan for winding up the af
fairs of the plan in connection with such ter
mination in a manner which will result in 
timely payment of all benefits for which the 
plan is obligated, and 

" (3) submits such plan in writing to the 
Secretary. 
Actions required under this section shall be 
taken in such form and manner as may be 
prescribed in regulations of the Secretary. 
"SEC. 809. CORRECTIVE ACTIONS AND MANDA-

TORY TERMINATION. 
"(a) ACTIONS To A VOID DEPLETION OF RE

SERVES.- An association health plan which is 
certified under this part and which provides 
benefits other than health insurance cov
erage shall continue to meet the require
ments of section 806, irrespective of whether 
such certification continues in effect. The 
board of trustees of such plan shall deter
mine quarterly whether the requirements of 
section 806 are met. In any case in which the 
board determines that there is reason to be
lieve that there is or will be a failure to meet 
such requirements, or the Secretary makes 
such a determination and so notifies the 
board, the board shall immediately notify 
the qualified actuary engaged by the plan, 
and such actuary shall, not later than the 
end of the next following month, make such 
recommendations to the board for corrective 
action as the actuary determines necessary 
to ensure compliance with section 806. Not 
later than 30 days after receiving from the 
actuary recommendations for corrective ac
tions, the board shall notify the Secretary 
(in such form and manner as the Secretary 
may prescribe by regulation) of such rec
ommendations of the actuary for corrective 
action, together with a description of the ac
tions (if any) that the board has taken or 
plans to take in response to such rec
ommendations. The board shall thereafter 
report to the Secretary, in such form and 
frequency as the Secretary may specify to 
the board, regarding corrective action taken 
by the board until the requirements of sec
tion 806 are met. 

"(b) MANDATORY TERMINATION.-In any 
case in which-

" (1) the Secretary has been notified under 
subsection (a) of a failure of an association 
health plan which is or has been certified 
under this part and is described in section 
806(a)(2) to meet the requirements of section 
806 and has not been notified by the board of 
trustees of the plan that corrective action 
has restored compliance with such require
ments, and 

"(2) the Secretary determines that there is 
a reasonable expectation that the plan will 
continue to fail to meet the requirements of 
section 806, 
the board of trustees of the plan shall, at the 
direction of the Secretary, terminate the 
plan and, in the course of the termination, 
take such actions as the Secretary may re
quire, including satisfying any claims re
ferred to in section 806(a)(2)(B)(ii) and recov
ering for the plan any liability under sub
section (a)(2)(B)(ii) or (e) of section 806, as 
necessary to ensure that the affairs of the 
plan will be, to the maximum extent pos
sible, wound up in a manner which will re
sult in timely provision of all benefits for 
which the plan is obligated. 
"SEC. 810. SPECIAL RULES FOR CHURCH PLANS. 

" (a) ELECTION FOR CHURCH PLANS.- Not
withstanding section 4(b)(2), if a church, a 
convention or association of churches, or an 
organization described in section 3(33)(C)(i) 
maintains a church plan which is a group 
health plan (as defined in section 733(a)(l)), 
and such church, convention, association, or 
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organization makes an election with respect 
to such plan under this subsection (in such 
form and manner as the Secretary may by 
regulation prescribe), then the provisions of 
this section shall apply to such plan, with re
spect to benefits provided under such plan 
consisting of medical care, as if section 
4(b)(2) did not contain an exclusion for 
church plans. Nothing in this paragraph 
shall be construed to render any other sec
tion of this title applicable to church plans, 
except to the extent that such other section 
is incorporated by reference in this section. 

" (b) EFFECT OF ELECTION.-
" (!) PREEMPTION OF STATE INSURANCE LAWS 

REGULATING COVERED CHURCH PLANS.-Sub
ject to paragraphs (2) and (3), this section 
shall supersede any and all State laws which 
regulate insurance insofar as they may now 
or hereafter regulate church plans to which 
this section applies or trusts established 
under such church plans. 

" (2) GENERAL STATE INSURANCE REGULATION 
UNAFFECTED.-

"(A) IN GENERAL.- Except as provided in 
subparagraph (B) and paragraph (3), nothing 
in this section shall be construed to exempt 
or relieve any person from any provision of 
State law which regulates insurance. 

" (B) CHURCH PLANS NOT TO BE DEEMED IN
SURANCE COMPANIES OR INSURERS.- Neither a 
church plan to which this section applies, 
nor any trust established under such a 
church plan, shall be deemed to be an insur
ance company or other insurer or to be en
gaged in the business of insurance for pur
poses of any State law purporting to regu
late insurance companies or insurance con
tracts. 

"(3) PREEMPTION OF CERTAIN STATE LAWS 
RELATING TO PREMIUM RATE REGULATION AND 
BENEFIT MANDATES.-The provisions of sub
sections (a)(2)(B) and (b) of section 805 shall 
apply with respect to a church plan to which 
this section applies in the same manner and 
to the same extent as such provisions apply 
with respect to association health plans. 

"(4) DEFINITIONS._:__For purposes of this sub
section-

" (A) STATE LAW.-The term 'State law' in
cludes all laws, decisions, rules, regulations, 
or other State action having the effect of 
law, of any State. A law of the United States 
applicable only to the District of Columbia 
shall be treated as a State law rather than a 
law of the United States. 

" (B) STATE.-The term 'State ' includes a 
State, any political subdivision thereof, or 
any agency or instrumentality of either, 
which purports to regulate, directly or indi
rectly, the terms and conditions of church 
plans covered by this section. 

"(c) REQUIREMENTS FOR COVERED CHURCH 
PLANS.-

" (1) FIDUCIARY RULES AND EXCLUSIVE PUR
POSE.-A fiduciary shall discharge his duties 
with respect to a church plan to which this 
section applies-

" (A) for the exclusive purpose of: 
"(i) providing benefits to participants and 

their beneficiaries; and 
"(ii) defraying reasonable expenses of ad

ministering the plan; 
" (B) with the care, skill, prudence and dili

gence under the circumstances then pre
vailing that a prudent man acting in a like 
capacity and familiar with such matters 
would use in the conduct of an enterprise of 
a like character and with like aims; and 

" (C) in accordance with the documents and 
instruments governing the plan. 
The requirements of this paragraph shall not 
be treated as not satisfied solely because the 
plan assets are commingled with other 

church assets, to the extent that such plan 
assets are separately accounted for. 

" (2) CLAIMS PROCEDURE.-In accordance 
with regulations of the Secretary, every 
church plan to which this section applies 
shall-

" (A) provide adequate notice in writing to 
any participant or beneficiary whose claim 
for benefits under the plan has been denied, 
setting forth the specific reasons for such de
nial, written in a manner calculated to be 
understood by the participant; 

" (B) afford a reasonable opportunity to 
any participant whose claim for benefits has 
been denied for a full and fair review by the 
appropriate fiduciary of the decision denying 
the claim; and 

"(C) provide a written statement to each 
participant describing the procedures estab
lished pursuant to this paragraph. 

" (3) ANNUAL STATEMENTS.-In accordance 
with regulations of the Secretary, every 
church plan to which this section applies 
shall file with the Secretary an annual state
ment-

"(A) stating the names and addresses of 
the plan and of the church, convention, or 
association maintaining the plan (and its 
principal place of business); 

"(B) certifying that it is a church plan to 
which this section applies and that it com
plies with the requirements of paragraphs (1) 
and (2); · 

" (C) identifying the States in which par
ticipants and beneficiaries under the plan 
are or likely will be located during the 1-
year period covered by the statement; and 

" (D) containing a copy of a statement of 
actuarial opinion signed by a qualified actu
ary that the plan maintains capital, re
serves, insurance, other financial arrange
ments, or any combination thereof adequate 
to enable the plan to fully meet all of its fi
nancial obligations on a timely basis. 

" (4) DlSCLOSURE.-At the time that the an
nual statement is filed by a church plan with 
the Secretary pursuant to paragraph (3), a 
copy of such statement shall be made avail
able by the Secretary to the State insurance 
commissioner (or similar official) of any 
State. The name of each church plan and 
sponsoring organization filing an annual 
statement in compliance with paragraph (3) 
shall be published annually in the Federal 
Register. 

" (c) ENFORCEMENT.-The Secretary may 
enforce the provisions of this section in a 
manner consistent with section 502, to the 
extent applicable with respect to actions 
under section 502(a)(5), and with section 
3(33)(D), except that, other than for the pur
pose of seeking a temporary restraining 
order, a civil action may be brought with re
spect to the plan's failure to meet any re
quirement of this section only if the plan 
fails to correct its failure within the correc
tion period described in section 3(33)(D). The 
other provisions of part 5 (except sections 
501(a), 503, 512, 514, and 515) shall apply with 
respect to the enforcement and administra
tion of this section. 

" (d) DEFINITIONS AND OTHER RULES.- For 
purposes of this section-

" (!) IN GENERAL.-Except as otherwise pro
vided in this section, any term used in this 
section which is defined in any provision of 
this title shall have the definition provided 
such term by such provision. 

"(2) SEMINARY STUDENTS.-Seminary stu
dents who are enrolled in an institution of 
higher learning described in section 
3(33)(C)(iv) and who are treated as partici
pants under the terms of a church plan to 
which this section applies shall be deemed to 

be employees as defined in section 3(6) if the 
number of such students constitutes an in
significant portion of the total number of in
dividuals who are treated as participants 
under the terms of the plan. 
"SEC. 811. DEFINITIONS AND RULES OF CON· 

STRUCTION. 
" (a) DEFINITIONS.- For purposes of this 

part-
" (1) GROUP HEALTH PLAN.-The term 'group 

health plan' has the meaning provided in sec
tion 733(a)(l). 

" (2) MEDICAL CARE.-The term 'medical 
care ' has the meaning provided in section 
733(a)(2). 

" (3) HEALTH INSURANCE COVERAGE.-The 
term 'health insurance coverage' has the 
meaning provided in section 733(b)(l). 

" (4) HEALTH INSURANCE ISSUER.-The term 
'health insurance issuer' has the meaning 
provided in section 733(b)(2). 

" (5) HEALTH STATUS-RELATED FACTOR.-The 
term 'health status-related factor' has the 
meaning provided in section 733(d)(2). 

" (6) INDIVIDUAL MARKET.-
" (A) IN GENERAL.-The term ' individual 

market' means the market for health insur
ance coverage offered to individuals other 
than in connection with a group health plan. 

" (B) TREATMENT OF VERY SMALL GROUPS.
" (i) IN GENERAL.-Subject to clause (ii), 

such term includes coverage offered in con
nection with a group health plan that has 
fewer than 2 participants as current employ
ees or participants described in section 
732(d)(3) on the first day of the plan year. 

" (11) STATE EXCEPTION.-Clause (i) shall not 
apply in the case of health insurance cov
erage offered in a State if such State regu
lates the coverage described in such clause in 
the same manner and to the same extent as 
coverage in the small group market (as de
fined in section 279l(e)(5) of the Public 
Health Service Act) is regulated by such 
State. 

" (7) PARTICIPATING EMPLOYER.- The term 
'participating employer' means, in connec
tion with an association health plan, any 
employer, if any individual who is an em
ployee of such employer, a partner in such 
employer, or a self-employed individual who 
is such employer (or any dependent, as de
fined under the terms of the plan, of such in
dividual) is or was covered under such plan 
in connection with the status of such indi
vidual as such an employee, partner, or self
employed individual in relation to the plan. 

"(8) APPLICABLE STATE AUTHORITY.-The 
term 'applicable State authority ' means, 
with respect to a health insurance issuer in 
a State, the State insurance commissioner 
or official or officials designated by the 
State to enforce the requirements of title 
XXVII of the Public Health Service Act for 
the State involved with respect to such 
issuer. 

" (9) QUALIFIED ACTUARY.- The term 'quali
fied actuary' means an individual who is a 
member of the American Academy of Actu
aries or meets such reasonable standards and 
qualifications as the Secretary may provide 
by regulation. 

" (10) AFFILIATED MEMBER.-The term 'af
filiated member' means, in connection with 
a sponsor, a person eligible to be a member 
of the sponsor or, in the case of a sponsor 
with member associations, a person who is a 
member, or is eligible to be a member, of a 
member association. 

" (b) RULES OF CONSTRUCTION.-
" (!) EMPLOYERS AND EMPLOYEES.- For pur

poses of determining whether a plan, fund, or 
program is an employee welfare benefit plan 
which is an association health plan, and for 
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purposes of applying this title in connection 
with such plan, fund, or program so deter
mined to be such an employee welfare ben
efit plan-

"(A) in the case of a partnership, the term 
'employer' (as defined in section (3)(5)) in
cludes the partnership in relation to the 
partners, and the term 'employee' (as defined 
in section (3)(6)) includes any partner in rela
tion to the partnership, and 

"(B) in the case of a self-employed indi
vidual, the term 'employer' (as defined in 
section 3(5)) and the term 'employee' (as de
fined in section 3(6)) shall include such indi
vidual. 

"(2) PLANS, FUNDS, AND PROGRAMS 'l'REATED 
AS EMPLOYEE WELFARE BENEFIT PLANS.-In 
the case of any plan, fund, or program which 
was established or is maintained for the pur
pose of providing medical care (through the 
purchase of insurance or otherwise) for em
ployees (or their dependents) covered there
under and which demonstrates to the Sec
retary that all requirements for certification 
under this part would be met with respect to 
such plan, fund, or program if such plan, 
fund, or program were a group health plan, 
such plan, fund, or program shall be treated 
for purposes of this title as an employee wel
fare benefit plan on and after the date of 
such demonstration.' '. 

(b) CONFORMING AMENDMEN'l'S · TO PREEMP
TION RULES.-

(1) Section 514(b)(6) of such Act (29 U.S.C. 
1144(b)(6)) is amended by adding at the end 
the following new subparagraph: 

"(E) The preceding subparagraphs of this 
paragraph do not apply with respect to any 
State law in the case of an association 
health plan which is certified under part 8.". 

(2) Section 514 of such Act (29 U.S.C. 1144) 
is amended-

(A) in subsection (b)(4), by striking " Sub
section (a)" and inserting "Subsections (a) 
and (d)"; 

(B) in subsection (b)(5), by striking "sub
section (a)" in subparagraph (A) and insert
ing "subsection (a) of this section and sub
sections (a)(2)(B) and (b) of section 805". and 
by striking "subsection (a)" in subparagraph 
(B) and inserting "subsection (a) of this sec
tion or subsection (a)(2)(B) or (b) of section 
805"; 

(C) by redesignating subsection (d) as sub
section (e); and 

(D) by inserting after subsection (c) the 
following new subsection: 

"(d)(l) Except as provided in subsection 
(b)(4), the provisions of this title shall super
sede any and all State laws insofar as they 
may now or hereafter preclude a health in
surance issuer from offering health insur
ance coverage in connection with an associa
tion health plan which is certified under part 
8. 

"(2) Except as provided in paragraphs (4) 
and (5) of subsection (b) of this section-

"(A) In any case in which health insurance 
coverage of any policy type is offered under 
an association health plan certified under 
part 8 to a participating employer operating 
in such State, the provisions of this title 
shall supersede any and all laws of such 
State insofar as they may preclude a health 
insurance issuer from offering health insur
ance coverage of the same policy type to 
other employers operating in the State 
which are eligible for coverage under such 
association health plan, whether or not such 
other employers are participating employers 
in such plan. 

"(B) In any case in which health insurance 
coverage of any policy type is offered under 
an association health plan in a State and the 

filing, with the applicable State authority, 
of the policy form in connection with such 
policy type is approved by such State au
thority, the provisions of this title shall su
persede any and all laws of any other State 
in which health insurance coverage of such 
type is offered, insofar as they may preclude, 
upon the filing in the same form and manner 
of such policy form with the applicable State 
authority in such other State, the approval 
of the filing in such other State. 

"(3) For additional provisions relating to 
association health plans, see subsections 
(a)(2)(B) and (b) of section 805. 

"(4) For purposes of this subsection, the 
term 'association health plan' has the mean
ing provided in section 801(a), and the terms 
'health insurance coverage'. 'participating 
employer', and 'health insurance issuer' have 
the meanings provided such terms in section 
811, respectively.". 

(3) Section 514(b)(6)(A) of such Act (29 
U.S.C. 1144(b)(6)(A)) is amended-

(A) in clause (i)(II), by striking "and" at 
the end; 

(B) in clause (ii), by inserting "and which 
does not provide medical care (within the 
meaning of section 733(a)(2)), " after " ar
rangement,", and by striking " title. " and in
serting "title, and"; and 

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

"(iii) subject to subparagraph (E), in the 
case of any other employee welfare benefit 
plan which is a multiple employer welfare 
arrangement and which provides medical 
care (within the meaning of section 
733(a)(2)), any law of any State which regu
lates insurance may apply. " . 

(C) PLAN SPONSOR.-Section 3(16)(B) of such 
Act (29 U.S.C. 102(16)(B)) is amended by add
ing at the end the following new sentence: 
" Such term also includes a person serving as 
the sponsor of an association health plan 
under part 8. " . 

(d) SAVINGS CLAUSE.-Section 731(c) of such 
Act is amended by inserting "or part 8" after 
"this part" . 

(e) CLERICAL AMENDMENT.-The table of 
contents in section 1 of the Employee Retire
ment Income Security Act of 1974 is amended 
by inserting after the item relating to sec
tion 734 the following new items: 

" PART 8- RULES GOVERNING ASSOCIATION 
HEALTH PLANS 

" Sec. 801. Association health plans. 
" Sec. 802. Certification of association health 

plans. 
" Sec. 803. Requirements relating to sponsors 

and boards of trustees. 
" Sec. 804. Participation and coverage re

quirements. 
"Sec. 805. Other requirements relating to 

plan documents, contrilJution 
rates, and benefit options. 

" Sec. 806. Maintenance of reserves and pro
visions for solvency for plans 
providing health benefits in ad
dition to health insurance cov
erage. 

" Sec. 807. Requirements for application and 
related requirements. 

" Sec. 808. Notice requirements for voluntary 
termination. 

" Sec. 809. Corrective actions and mandatory 
termination. 

" Sec. 810. Special rules for church plans. 
" Sec. 811. Definitions and rules of construc

tion. ". 
SEC. 5303. CLARIFICATION OF TREATMENT OF 

SINGLE EMPLOYER ARRANGE-
MENTS. 

Section 3( 40)(B) of the Employee Retire
ment Income Security Act of 1974 (29 U.S.C. 
1002(40)(B)) is amended-

(1) in clause (i), by inserting " for any plan 
year of any such plan, or any fiscal year of 
any such other arrangement;" after "single 
employer". and by inserting "during such 
year or at any time during the preceding 1-
year period" after "control group"; 

(2) in clause (iii)-
(A) by striking "common control shall not 

be based on an interest of less than 25 per
cent" and inserting "an interest of greater 
than 25 percent may not be required as the 
minimum interest necessary for common 
control"; and 

(B) by striking "similar to" and inserting 
"consistent and coextensive with"; 

(3) by redesignating clauses (iv) and (v) as 
clauses (v) and (vi), respectively; and 

(4) by inserting after clause (iii) the fol
lowing new clause: 

" (iv) in determining, after the application 
of clause (i), whether benefits are provided to 
employees of two or more employers, the ar
rangement shall be treated as having only 1 
participating employer if, after the applica
tion of clause (i), the number of individuals 
who are employees and former employees of 
any one participating employer and who are 
covered under the arrangement is greater 
than 75 percent of the aggregate number of 
all individuals who are employees or former 
employees of participating employers and 
who are covered under the arrangement,". 
SEC. 5304. CLARIFICATION OF TREATMENT OF 

CERTAIN COLLECTIVELY BAR-
GAINED ARRANGEMENTS. 

(a) IN GENERAL.- Section 3(40)(A)(i) of the 
Employee Retirement Income Security Act 
of 1974 (29 U.S.C. 1002(40)(A)(i)) is amended to 
read as follows: 

"(i)(I) under or pursuant to one or more 
collective bargaining agreements which are 
reached pursuant to collective bargaining 
described in section 8(d) of the National 
Labor Relations Act (29 U.S.C. 158(d)) or 
paragraph Fourth of section 2 of the Railway 
Labor Act (45 U.S.C. i52, paragraph Fourth) 
or which are reached pursuant to labor-man
agement negotiations under similar provi
sions of State public employee relations 
laws, and (II) in accordance with subpara
graphs (C), (D), and (E)," . 

(b) LIMITATIONS.-Section 3(40) of such Act 
(29 U.S.C. 1002(40)) is amended by adding at 
the end the following new subparagraphs: 

"(C) For purposes of subparagraph 
(A)(i)(II), a plan or other arrangement shall 
be treated as established or maintained in 
accordance with this subparagraph only if 
the following requirements are met: 

" (i) The plan or other arrangement, and 
the employee organization or any other enti
ty sponsoring the plan or other arrangement, 
do not-

"(I) utilize the services of any licensed in
surance agent or broker for soliciting or en
rolling employers or individuals as partici
pating employers or covered individuals 
under the plan or other arrangement; or 

"(II) pay a commission or any other type 
of compensation to a person, other than a 
full time employee of the employee organiza
tion (or a member of the organization to the 
extent provided in regulations of the Sec
retary), that is related either to the volume 
or number of employers or individuals solic
ited or enrolled as participating employers 
or covered individuals under the plan or 
other arrangement, or to the dollar amount 
or size of the contributions made by partici
pating employers or covered individuals to 
the plan or other arrangement; 
except to the extent that the services used 
by the plan, arrangement, organization, or 
other entity consist solely of preparation of 
documents 
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necessary for compliance with the reporting 
and disclosure requirements of part 1 or ad
ministrative, investment, or consulting serv
ices unrelated to solicitation or enrollment 
of covered individuals. 

"(ii) As of the end of the preceding plan 
year, the number of covered individuals 
under the plan or other arrangement who are 
identified to the plan or arrangement and 
who are neither-

"(!) employed within a bargaining unit 
covered by any of the collective bargaining 
agreements with a participating employer 
(nor covered on the basis of an individual 's 
employment in such a bargaining unit); nor 

"(II) present employees (or former employ
ees who were covered while employed) of the 
sponsoring employee organization, of an em
ployer who is or was a party to any of the 
collective bargaining agreements, or of the 
plan or other arrangement or a related plan 
or arrangement (nor covered on the basis of 
such present or former employment); 
does not exceed 15 percent of the total num
ber of individuals who are covered under the 
plan or arrangement and who are present or 
former employees who are or were covered 
under the plan or arrangement pursuant to a 
collective bargaining agreement with a par
ticipating employer. The requirements of the 
preceding provisions of this clause shall be 
treated as satisfied if, as of the end of the 
preceding plan year, such covered individ
uals are comprised solely of individuals who 
were covered individuals under the plan or 
other arrangement as of the date of the en
actment of the Expansion of Portability and 
Health Insurance Coverage Act of 1997 and, 
as of the end of the preceding plan year, the 
number of such covered individuals does not 
exceed 25 percent of the total number of 
present and former employees enrolled under 
the plan or other arrangement. 

"(iii) The employee organization or other 
entity sponsoring the plan or other arrange
ment certifies to the Secretary each year, in 
a form and manner which shall be prescribed 
in regulations of the Secretary that the plan 
or other arrangement meets the require
ments of clauses (i) and (ii). 

"(D) For purposes of subparagraph 
(A)(i)(II), a plan or arrangement shall be 
treated as established or maintained in ac
cordance with this subparagraph only if-

"(i) all of the benefits provided under the 
plan or arrangement consist of health insur
ance coverage; or 

"(ii)(I) the plan or arrangement is a multi
employer plan; and 

"(II) the requirements of clause (B) of the 
proviso to clause (5) of section 302(c) of the 
Labor Management Relations Act, 1947 (29 
U.S.C. 186(c)) are met with respect to such 
plan or other arrangement. 

"(E) For purposes of subparagraph 
(A)(i)(II), a plan or arrangement shall be 
treated as established or maintained in ac
cordance with this subparagraph only if-

"(i) the plan or arrangement is in effect as 
of the date of the enactment of the Expan
sion of Portability and Health Insurance 
Coverage Act of 1997, or 

"(ii) the employee organization or other 
entity sponsoring the plan or arrangementr-

"(I) has been in existence for at least 3 
years or is affiliated with another employee 
organization which has been in existence for 
at least 3 years, or 

"(II) demonstrates to the satisfaction of 
the Secretary that the requirements of sub
paragraphs (C) and (D) are met with respect 
to the plan or other arrangement. ". 

(c) CONFORMING AMENDMENTS TO DEFINI
TIONS OF PARTICIPANT AND BENEFICIARY.-

Section 3(7) of such Act (29 U.S.C. 1002(7)) is 
amended by adding at the end the following 
new sentence: " Such term includes an indi
vidual who is a covered individual described 
in paragraph ( 40)(C)(ii). ". 
SEC. 5305. ENFORCEMENT PROVISIONS RELAT· 

ING TO ASSOCIATION HEALTH 
PLANS. 

(a) CRIMINAL PENALTIES FOR CERTAIN WILL
FUL MISREPRESENTATIONS.-Section 501 of 
the Employee Retirement Income Security 
Act of 1974 (29 U.S.C. 1131) is amended-

(1) by inserting "(a)" after " SEC. 501."; and 
(2) by adding at the end the following new 

subsection: 
" (b) Any person who, either willfully or 

with willful blindness, falsely represents, to 
any employee, any employee 's beneficiary, 
any employer, the Secretary, or any State, a 
plan or other arrangement established or 
maintained for the purpose of offering or 
providing any benefit described in section 
3(1) to employees or their beneficiaries as-

"(1) being an association health plan which 
has been certified under part 8; 

"(2) having been established or maintained 
under or pursuant to one or more collective 
bargaining agreements which are reached 
pursuant to collective bargaining described 
in section 8(d) of the National Labor Rela
tions Act (29 U.S.C. 158(d)) or paragraph 
Fourth of section 2 of the Railway Labor Act 
(45 U.S.C. 152, paragraph Fourth) or which 
are reached pursuant to labor-management 
negotiations under similar provisions of 
State public employee relations laws; or 

"(3) being a plan or arrangement with re
spect to which the requirements of subpara
graph (C), (D), or (E) of section 3(40) are met; 
shall, upon conviction, be imprisoned not 
more than five years, be fined under title 18, 
United States Code, or both. " . 

(b) CEASE ACTIVITIES ORDERS.-Section 502 
of such Act (29 U.S.C. 1132) is amended by 
adding at the end the following new sub
section: 

"(n)(l ) Subject to paragraph (2), upon ap
plication by the Secretary showing the oper
ation, promotion, or marketing of an asso
ciation health plan (or similar arrangement 
providing benefits consisting of medical care 
(as defined in section 733(a)(2))) thatr-

"(A) is not certified under part 8, is subject 
under section 514(b)(6) to the insurance laws 
of any State in which the plan or arrange
ment offers or provides benefits, and ls not 
licensed, registered, or otherwise approved 
under the insurance laws of such State; or 

"(B) is an association health plan certified 
under part 8 and is not operating in accord
ance with the requirements under part 8 for 
such certification, 
a district court of the United States shall 
enter an order requiring that the plan or ar
rangement cease activities. 

"(2) Paragraph (1) shall not apply in the 
case of an association health plan or other 
arrangement if the plan or arrangement 
shows thatr-

"(A) all benefits under it referred to in 
paragraph (1) consist of health insurance 
coverage; and 

"(B) with respect to each State in which 
the plan or arrangement offers or provides 
benefits, the plan or arrangement is oper
ating in accordance with applicable State 
laws tha t are not superseded under section 
514. 

"(3) The court may grant such additional 
equitable relief, including any relief avail
able under this title, as it deems necessary 
to protect the interests of the public and of 
persons having claims for benefits against 
the plan.". 

(C) RESPONSIBILITY FOR CLAIMS PROCE
DURE.-Section 503 of such Act (29 U.S.C. 
1133) is amended by adding at the end (after 
and below paragraph (2)) the following new 
sentence: 
"The terms of each association health plan 
which is or has been certified under part 8 
shall require the board of trustees or the 
named fiduciary (as applicable) to ensure 
that the requirements of this section are met 
in connection with claims filed under the 
plan." . 
SEC. 5306. COOPERATION BETWEEN FEDERAL 

AND STATE AUTHORITIES. 
Section 506 of the Employee Retirement 

Income Security Act of 1974 (29 U.S.C. 1136) is 
amended by adding at the end the following 
new subsection: 

"(c) RESPONSIBILITY OF STATES WITH RE
SPECT TO ASSOCIATION HEALTH PLANS.-

"(l) AGREEMENTS WITH STATES.-A State 
may enter into an agreement with the Sec
retary for delegation to the State of some or 
all of the Secretary's authority under sec
tions 502 and 504 to enforce the requirements 
for certification under part 8. The Secretary 
shall enter into the agreement if the Sec
retary determines that the delegation pro
vided for therein would not result in a lower 
level or quality of enforcement of the provi
sions of this title. 

"(2) DELEGATIONS.-Any department, agen
cy, or instrumentality of a State to which 
authority is delegated pursuant to an agree
ment entered into under this paragraph may, 
if authorized under State law and to the ex
tent consistent with such agreement, exer
cise the powers of the Secretary under this 
title which relate to such authority. 

"(3) RECOGNITION OF PRIMARY DOMICILE 
STATE.-In entering into any agreement with 
a State under subparagraph (A), the Sec
retary shall ensure that, as a result of such 
agreement and all other agreements entered 
into under subparagraph (A), only one State 
will be recognized, with respect to any par
ticular association health plan, as the pri
mary domicile State to which authority has 
been delegated pursuant to such agree-
ments." . . 
SEC. 5307. EFFECTIVE DATE AND TRANSITIONAL 

RULES. 
(a) EFFECTIVE DATE.-The amendments 

made by sections 5302, 5305, and 5306 shall 
take effect on January 1, 1999. The amend
ments made by sections 5303 and 5304 shall 
take effect on the date of the enactment of 
this Act. The Secretary of Labor shall issue 
all regulations necessary to carry out the 
amendments made by this Act before Janu
ary 1, 1999. 

(b) EXCEPTION.-Section 80.l(a)(2) of the 
Employee Retirement Income Security Act 
of 1974 (added by section 5302) does not apply 
with respect to group health plans (as de
fined in section 733(a)(l) of such Act) existing 
on April 1, 1997, which do not provide health 
insurance coverage (as defined in section 
733(b)(l) of such Act) on such date. 
TITLE VI-COMMITTEE ON GOVERNMENT 

REFORM AND OVERSIGHT 
Subtitle A-Postal Service 

SEC. 6001. 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 
relating to section 2004. 
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(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 RE
MAIN 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 
Department to the Employees' Compensa
tion Fund (appropriations for which were au
thorized by former section 2004, as in effect 
before the effective date of this subsection) 
shall be liabilities of the Postal Service pay
able out of the Fund. " . 

(C) EFFECTIVE DATE.-

Employee ............................... . 

Member or employee for Congressional employee service . 

Member for Member service ... 

(1) IN GENERAL.- This sec tion and the 
amendments 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, pursuant 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 PAID.-If any payment to the 
Postal Service Fund is or has been made pur
suant to an appropriation for fiscal year 1998 
authorized by such section 2004, then, an 
amount equal to the amount of such pay-

Law enforcement officer for law enforcement service and firefighter for firefighter service 

Bankruptcy judge ...... . 

Judge of the United States Court of Appeals for the Armed Forces for service as a judge of that court .......................... . 

United States magistrate .. 

Claims Court Judge ........... . 

ment shall be paid from such Fund into the 
Treasury as miscellaneous receipts before 
October 1, 1998. 

Subtitle B-Civil Service 

SEC. 6101. CONTRIBUTIONS UNDER THE CIVIL 
SERVICE RETm.EMENT SYSTEM. 

(a) INDIVIDUAL CONTRIBUTIONS.-
(! ) IN GENERAL.- Subsection (c) of section 

8334 of title 5, United States Code, is amend
ed to read as follows : 

" (c) Each employee or Member credited 
with civilian service after July 31, 1920, for 
which retirement deductions or deposits 
have not been made, may deposit with inter
est an amount equal to the following per
centages of his basic pay received for that 
service: 

"Percentage of 
basic pay Service period 

2.50 ... ...... August 1, 1920, to June 30, 1926. 
3.50 July I, 1926, to June 30, 1942. 
5 . July 1, 1942, to June 30, 1948. 
6 .. July 1, 1948, to October 31, 1956. 
6.50 November 1, 1956, to December 31 , 1969. 
7 .... January 1, 1970, to December 31 , 1998. 
7.25 January 1, 1999, to December 31 , 1999. 
7.40 January 1, 2000, to December 31 , 2000. 
7.50 .............. January 1, 2001. to December 31 , 2002. 
7 ........... After December 31, 2002. 
2.50 August 1, 1920, to June 30, 1926. 
3.50 July 1, 1926, to June 30, 1942. 
5 .. July 1, 1942, to June 30, 1948. 
6 .. July 1, 1948, to October 31 , 1956. 
6.50 November 1, 1956, to December 31 , 1969. 
7.50 January I, 1970, to December 31, 1998. 
7.75 January I, 1999, to December 31, 1999. 
7.90 ....... January 1, 2000, to December 31 , 2000. 
8 .... January 1, 2001 , to December 31, 2002. 
7.50 After December 31 , 2002. 
2.50 August 1, 1920, to June 30, 1926. 
3.50 July 1, 1926, to June 30, 1942. 
5 .... ... July 1, 1942, to August 1, 1946. 
6 . August 2, 1946, to October 31, 1956. 
7.50 .. November 1, 1956, to December 31 , 1969. 
8 January 1, 1970, to December 31 , 1998. 
8.25 January 1, 1999, to December 31, 1999. 
8.40 .. . January 1, 2000, to December 31 , 2000. 
8.50 ......... ........ January 1, 2001, to December 31, 2002. 
8 . After December 31, 2002. 
2.50 ... ............... August 1, 1920, to June 30, 1926. 
3.50 .................. July 1, 1926, to June 30, 1942. 
5 ......... .. .. ......... July 1, 1942, to June 30, 1948. 
6 ....................... July 1, 1948, to October 31, 1956. 
6.50 .... November 1, 1956, to December 31 , 1969. 
7 January 1, 1970, to December 31 , 1974. 
7.50 January 1, 1975, to December 31, 1998. 
7.75 .. .. ............ January 1, 1999, to December 31, 1999. 
7 .90 January 1, 2000, to December 31 , 2000. 
8 January 1, 2001 , to December 31, 2002. 
7 .50 After December 31 , 2002. 
2.50 August 1, 1920, to June 30, 1926. 
3.50 July 3, 1926, to June 30, 1942. 
5 . July 1, 1942, to June 30, 1948. 
6 July 1, 1948, to October 31 , 1956. 
6.50 November 1, 1956, to December 31, 1969. 
7 ........ January 1, 1970, to December 31, 1983. 
8 January 1, 1984, to December 31 , 1998. 
8.25 January 1, 1999, to December 31, 1999. 
8.40 .... January 1, 2000, to December 31, 2000. 
8.50 January 1, 2001 , to December 31 , 2002. 
8 After December 31 , 2002. 
6 ..... May 5, 1950, to October 31, 1956. 
6.50 . November 1, 1956, to December 31 , 1969. 
7 ..... January 1, 1970, to (but not including) the 

8.25 
8.40 ........ .. ....... . 
8.50 .... .. .......... :. 
8 
2.50 
3.50 
5 .... 
6 
6.50 
7 . 
8 ... . 
8.25 
8.40 
8.50 
8 
2.50 
3.50 
5 .. . 
6 ... . 
6.50 
7 
8 .. .. 
8.25 . 
8.40 

dale of the enactment of the Department of 
Defense Authorization Act , 1984. 

The date of the enactment of the Department 
of Defense Authorization Act, 1984, to De-
cember 31 , 1998. 

January 1, 1999, to December 31, 1999. 
January I. 2000, to December 31 , 2000. 
January 1, 2001, to December 31, 2002. 
After December 31, 2002. 
August 1, 1920, to June 30, 1926. 
July 1, 1926, to June 30, 1942. 
July 1, 1942, to June 30, 1948. 
July 1, 1948, to October 31 , 1956. 
November 1, 1956, to December 31, 1969. 
January 1, 1970, to September 30, 1987. 
October 1, 1987, to December 31 , 1998. 
January l , 1999, to December 31 , 1999. 
January I, 2000, to December 31 , 2000. 
January 1, 2001, to December 31 , 2002. 
After December 31 , 2002 . 
August I , 1920, to June 30, 1926. 
July 1, 1926, to June 30, 1942. 
July 1, 1942, to June 30, 1948. 
July 1, 1948, to October 31, 1956. 
November 1, 1956, to December 31 , 1969. 
January 1, 1970, to September 30 , 1988. 
October 1, 1988, to December 31 , 1998. 
January 1, 1999, to December 31 , 1999. 
January 1, 2000, to December 31 , 2000. 
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Notwithstanding the preceding provisions of 
this subsection and any provision of section 
206(b)(3) of the Federal Employees' Retire
ment Contribution Temporary Adjustment 
Act of 1983, the percentage of basic pay re
quired under this subsection in the case of an 
individual described in section 8402(b)(2) 
shall, with respect to any covered service (as 
defined by section 203(a)(3) of such Act) per
formed by such individual after December 31, 
1983, and before January l, 1987, be equal to 
1.3 percent, and, with respect to any such 
service performed after December 31, 1986, be 
equal to the amount that would have been 
deducted from the employee's basic pay 
under subsection (k) of this section if the 
employee's pay had been subject to that sub-
section during such period.". · 

(2) DEDUCTIONS.-The first sentence of sec
tion 8334(a)(l) of title 5, United States Code, 
is amended to read as follows: "The employ
ing agency shall deduct and withhold from 
the basic pay of an employee, Member, Con
gressional employee, law enforcement offi
cer, firefighter, bankruptcy judge, judge of 
the United States Court of Appeals for the 
Armed Forces, United States magistrate, or 
Claims Court judge, as the case may be, the 
percentage of basic pay applicable under sub
section (c). " . 

(3) OTHER SERVICE.-
(A) MILITARY SERVICE.-Section 8334(j) of 

title 5, United States Code, is amended-
(i) in- paragraph (l )(A) by inserting "and 

subject to paragraph (5)," after " Except as 
provided in subparagraph (B),"; and 

(ii) by adding at the end the following: 
"(5) Effective with respect to any period of 

military service performed after December 
31, 1998, and before January 1, 2003, 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 applica
ble under section 8334(c) for that same period 
for service as an 'employee', subject to para
graph (l)(B). ". 

(B) VOLUNTEER SERVICE.-Section 8334(1) of 
title 5, United States Code, is amended-

(i) in paragraph (1) by striking the period 
at the end and inserting " , subject to para
graph (4) ."; and 

Employee ......... . 

Congressional employee ...... . 

Member ........... . 

Law enforcement officer 

Firefighter .................... .. 

Air traffic controller .... ..... . 

(2) OTHER SERVICE.-
(A) MILITARY SERVICE.-Section 8422(e) of 

title 5, United States Code, is amended-
(i) in paragraph (l)(A) by inserting " and 

subject to paragraph (5)," after "Except as 
provided in subparagraph (B), "; and 

(ii) by adding at the end the following: 

"(5) Effective with respect to any period of 
military service performed after December 

(ii) by adding at the end the following: 
"(4) Effective with respect to any period of 

service as a volunteer or volunteer leader 
performed after December 31, 1998, and before 
January 1, 2003, the percentage of the read
justment 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 section 8334(c) for that same 
period for service as an 'employee' ." . 

(b) GOVERNMEN'l' CONTRIBUTIONS.-
(1) IN GENERAL.- Section 8334 of title 5, 

United States Code, is amended by adding at 
the end the following: 

"(m)(l) This subsection shall govern for 
purposes of determining the amount to be 
contributed under the second sentence of 
subsection (a)(l). with respect to any serv
ice-

" (A) which is performed after September 
30, 1997, and before January 1, 2003; and 

" (B) as to which a contribution under such 
sentence would otherwise be payable. 

"(2) The amount of the contribution re
quired under the second sentence of sub
section (a)(l) with respect to any service de
scribed in paragraph (1) shall (instead · of the 
amount which would otherwise apply under 
such sentence) be equal to the amount of 
basic pay received for such service by the 
employee or Member involved, multiplied by 
the percentage under paragraph (3). 

"(3)(A) The percentage under this para
graph is, with respect to any service, equal 
to the sum of-

"(i) the percentage which would have been 
applicable under subsection (c), with respect 
to such service, if it had been performed in 
fiscal year 1997, plus 

"(ii) the applicable percentage under sub
paragraph (B). 

"(B) The applicable percentage under this 
subparagraph is, with respect to service per
formed-

"(i) after September 30, 1997, and before Oc
tober 1, 2002, 1.51 percent; or 

"(ii) after September 30, 2002, and before 
January 1, 2003, 0 percent. 

"(4) An amount determined under this sub
section with respect to any period of service 
shall, for purposes of subsection (k)(l)(B) 

31, 1998, and before January 1, 2003, the per
centage of basic pay under section 204 of title 
37 payable under paragraph (1) shall be equal 
to the sum of the percentage specified in 
paragraph (1), plus-

"(A) .25 percent, if performed after Decem
ber 31, 1998, and before January 1, 2000; 

"(B) .40 percent, if performed after Decem
ber 31, 1999, and before January 1, 2001; 

"Percentage of 
basic pay 

8.50 ..... .. 
8 .... .. ...... .. 

Service period 

January 1, 2001 , to December 31 , 2002. 
After December 31, 2002. 

(and any other provision of law which simi
larly refers to contributions under the sec
ond sentence of subsection (a)(l)), be treated 
as the amount required under such sentence 
with respect to such service. 

"(5)(A) Notwithstanding paragraphs (1) 
through (4), the amount to be contributed by 
the Postal Service by reason of the second 
sentence of subsection (a)(l) with respect to 
any service performed by an officer or em
ployee of the Postal Service during the pe
riod described in subparagraph (A) of para
graph (1) shall be determined as if section 
6101 of the Balanced Budget Act of 1997 had 
never been enacted. 

"(B) For purposes of this paragraph, the 
term 'Postal Service' means the United 
States Postal Service and the Postal Rate 
Commission. " . 

(2) CONFORMING AMENDMENT .-The second 
sentence of section 8334(a)(l) of title 5, 
United States Code, is amended by striking 
the period and inserting '', subject to sub
section (m)." . 
SEC. 6102. CONTRIBUTIONS UNDER THE FED· 

ERAL EMPLOYEES' RETIREMENT 
SYSTEM. 

(a) INDIVIDUAL CONTRIBUTIONS.-
(1) IN GENERAL.-Subsection (a) of section 

8422 of title 5, United States Code, is amend
ed-

(A) in paragraph (1) by striking " paragraph 
(2)." and inserting "paragraph (2) or (3), as 
applicable."; 

(B) in paragraph (2) by striking "The appli
cable" and inserting "Subject to paragraph 
(3), the applicable"; and 

(C) by adding at the end the following: 
"(3)(A) The applicable percentage under 

this subsection shall, for purposes of service 
performed after December 31, 1998, and before 
January 1, 2003, be equal to-

"(i) the applicable percentage under sub
paragraph (B), minus 

"(ii) the percentage then in effect under 
section 3101(a) of the Internal Revenue Code 
of 1986 (relating to rate of tax for old-age, 
survivors, and disability insurance). 

"(B) The applicable percentage under this 
subparagraph shall be as follows: 

"Percentage of 
basic pay 

7.25 ... 
7.40 .. .. 
7.50 .... .. .. 
7.75 ....... . 
7.90 
8 ............. ........ .. 
7.75 ................. . 
7.90 
8 ...... .......... ...... . 
7.75 ................ .. 
7.90 
8 ...................... . 
7.75 ................. . 
7.90 ................ .. 
8 ... . 
7.75 
7.90 
8 ... 

Service period 

January 1, 1999, to December 31, 1999. 
January I, 2000, to December 31, 2000. 
January 1, 2001 , to December 31, 2002. 
January 1, 1999, to December 31, 1999. 
January 1, 2000, to December 31 , 2000. 
January 1, 2001, to December 31, 2002. 
January 1, 1999, to December 31, 1999. 
January l ; 2000, to December 31 , 2000. 
January 1, 2001 , to December 31, 2002. 
January 1, 1999, to December 31 , 1999. 
January 1, 2000, to December 31 , 2000. 
January 1, 2001 , to December 31 , 2002. 
January 1, 1999, to December 31, 1999. 
January 1, 2000, to December 31, 2000. 
January 1, 2001 , to December 31, 2002. 
January 1, 1999, to December 31, 1999. 
January 1, 2000, to December 31, 2000. 
January 1, 2001 , to December 31, 2002.". 

" (C) .50 percent, if performed after Decem
ber 31, 2000, and before January 1, 2003. " . 

(B) VOLUNTEER SERVICE.- Section 8422(f) of 
title 5, United States Code, is amended-

(1) in paragraph (1) by striking the period 
at the end and inserting ", subject to para
graph (4) ." ; and 

(11) by adding at the end the following: 
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"(4) Effective with respect to any period of 

service as a volunteer or volunteer leader 
performed after December 31, 1998, and before 
January 1, 2003, the percentag·e of the read
justment allowance or stipend (as the case 
may be) payable under paragraph (1) shall be 
equal to the sum of the percentage specified 
in paragraph (1), plus-

"(A) .25 percent, if performed after Decem
ber 31, 1998, and before January 1, 2000; 

"(B) .40 percent, if performed after Decem
ber 31, 1999, and before January 1, 2001; 

"(C) .50 percent, if performed after Decem
ber 31, 2000, and before January 1, 2003.". 

(b) GOVERNMENT CONTRIBUTIONS.-
(!) IN GENERAL.-Section 8423 of title 5, 

United States Code, is amended by adding at 
the end the following: 

"(d)(l) This subsection shall govern for 
purposes of determining the amount to be 
contributed by an employing agency for any 
period (or portion thereof)-

"(A) which is occurs after September 30, 
1997, and before January 1, 2003; and 

"(B) as to which a contribution under sub
section (a) would otherwise be payable by 
such agency. 

"(2) The amount of the contribution re
quired under subsection (a) with respect to 
any period (or portion thereof) described in 
paragraph (1) shall (instead of the amount 
which would otherwise apply) be equal to the 
amount which would be required under sub
section (a) if section 6102(a) of the Balanced 
Budget Act of 1997 had never been enacted. " . 

(2) CONFORMING AMENDMENT.-Section 
8423(a)(l) of title 5, United States Code, is 
amended by striking " Each" and inserting 
" Subject to subsection (d), each" . 
SEC. 6103. GOVERNMENT CONTRIBUTION FOR 

HEALTH BENEFITS. 
(a) IN GENERAL.-Section 8906 of title 5, 

United States Code, is amended by striking 
subsection (a) and all that follows through 
the end of paragraph (1) of subsection (b) and 
inserting the following: 

"(a)(l) The Office of Personnel Manage
ment shall, not later than October 1 of each 
year, determine the weighted average of the 
subscription charges that will be in effect 
during the following contract year with re
spect 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 respect to each plan (and option) to 
which it is to apply, be commensurate with 
the number of em:ollees 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 contribu
tion 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 subsection (a)(l)(A) or (B), as applica
ble. 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 annu
ity payment is made.". 

(b) EFFECTIVE DATE.- This section and the 
amendment made by this section shall take 

effect on the first day of the contract year 
that begins in 1999, except that nothing in 
this subsection shall prevent the Office of 
Personnel Management from taking any ac
tion, before such first day, which it considers 
necessary in order to ensure the timely im
plementation of such amendment. 
SEC. 6104. EFFECTIVE DATE. 

(a) IN GENERAL.-Except as provided in sec
tion 6103, this· subtitle shall take effect on

(1) October 1, 1997; or 
(2) if later, the date of the enactment of 

this Act. 
(b) SPECIAL RULE.-If the date of the enact

ment of this Act is later than October 1, 1997, 
then, for purposes of applying the amend
ments made by sections 6101 and 6102-

(1) any reference in any such amendment 
to " September 30, 1997" shall be treated as 
referring to the day before the date of the 
enactment of this Act; and 

(2) any reference in any such amendment 
to "October 1, 1997" shall be treated as refer
ring to the date of the enactment of this Act. 
TITLE VII-COMMITTEE ON TRANSPOR-

TATION AND INFRASTRUCTURE 
SEC. 7001. 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 
~~~rn~.19~19~~.19~1-
1997, 1998," each place it appears and insert
ing "for fiscal years through fiscal year 
2002,". 

(b) CONFORMING AMENDMENT.- The Act en
titled "An Act concerning tonnage duties on 
vessels entering otherwise than by sea", ap
proved 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, and 
1998," and inserting "for fiscal years through 
fiscal year 2002,". 
SEC. 7002. SALE OF GOVERNORS ISLAND, NEW 

YORK. 
(a) IN GENERAL.-Notwithstanding any 

other provision of law, no earlier than fiscal 
year 2002, the Administrator of General Serv
ices shall dispose of by sale at fair market 
value all rights, title, and interests of the 
United States in and to the land of, and im
provements to, Governors Island, New York. 

(b) RIGHT OF FIRST REFUSAL.-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 
refusal to purchase all or part of Governors 
Island. 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 re
ceipts. 
SEC. 7003. 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 sub
section (b), including air rights conveyed to 
the Administrator under subsection (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 
subsection (a) shall be deposited in the gen
eral fund of the Treasury and credited as 
miscellaneous receipts. 

(d) CONVEYANCE OF AMTRAK AIR RIGHTS.
(1) GENERAL RULE.-As a condition of fu

ture Federal financial assistance, Amtrak 
shall convey to the Administrator of General 
Services on or before December 31, 1997, at no 
charge, all of the air rights of Amtrak de
scribed in subsection (b). 

(2) FAILURE TO COMPLY.-If Amtrak does 
not meet the condition established by para
graph (1), Amtrak shall be prohibited from 
obligating Federal funds after March 1, 1998. 

TITLE VIII-COMMITTEE ON VETERANS' 
AFFAIRS 

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 follows: 
Sec. 8001. Short title; table of contents. 

Subtitle A-Extension of Temporary 
Authorities 

Sec. 8011. Authority to require that certain 
veterans make copayments in 
exchange for receiving health
care benefits. 

Sec. 8012. Medical care cost recovery for 
non-service-connected disabil
ities of service-connected vet
erans. 

Sec. 8013. Department of Veterans Affairs 
medical-care receipts. 

Sec. 8014. Income verification authority. 
Sec. 8015. Limitation on pension for certain 

recipients of medicaid-covered 
nursing home care. 

Sec. 8016. Home loan fees. 
Sec. 8017. Procedures applicable to liquida

tion sales on defaulted home 
loans guaranteed by the Sec
retary of Veterans Affairs. 

Sec. 8018. Enhanced loan asset sale author
ity. 

Subtitle B-Other Matters 
Sec. 8021. Rounding down of cost-of-living 

adjustments in compensation 
and DIC rates. 

Sec. 8022. Withholding of payments and ben
efits. 

Subtitle A-Extension of Temporary 
Authorities 

SEC. 8011. 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 insert
ing "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 "Sep
tember 30, 2002' '. 
SEC. 8012. MEDICAL CARE COST RECOVERY FOR 

NON-SERVICE-CONNECTED DISABIL· 
!TIES OF SERVICE-CONNECTED VET
ERANS. 

Section 1729(a)(2)(E) of title 38, United 
States Code, is amended by striking out " be
fore October 1, 1998," and inserting "before 
October 1, 2002,". 
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SEC. 8013. DEPARTMENT OF VETERANS AFFAIRS 

MEDICAL-CARE RECEIPTS. 
(a) ALLOCATION OF RECEIPTS.-(!) Chapter 

17 of title 38, United States Code, is amended 
by inserting after section 1729 the following 
new section: 
"§ 1729A. Department of Veterans Affairs 

Medical Care Collections Fund 
"(a) There is in the Treasury a fund to be 

known as the Department of Veterans Af
fairs Medical Care Collections Fund. 

"(b) Amounts recovered or collected after 
September 30, 1997, under any of the fol
lowing provisions of law shall be deposited in 
the fund: 

"(l) 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 re
covery or collection under that law is based 
on medical care or services furnished under 
this chapter. 

"(c)(l) Subject to the provisions of appro
priations Acts, amounts in the fund shall be 
available, without fiscal year limitation, to 
the Secretary 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 
from the general fund of the Treasury for 
that fiscal year for medical care. 

"(B) Expenses of the Department for the 
identification, billing, auditing, and collec
tion 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. 

"(2)(A) If for fiscal year 1998, 1999, or 2000 
the Secretary determines that the total 
amount to be recovered for that fiscal year 
under the provisions of law specified in sub
section (b) will be less than the amount con
tained in the latest Congressional Budget Of
fice baseline estimate (computed under sec
tion 257 of the Balanced Budget and Emer
gency Deficit Control Act of 1985) for the 
amount of such recoveries for that fiscal 
year 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 certifi
cation, the Secretary of the Treasury shall, 
not later than 30 days after receiving the 
certification, deposit in the fund, from any 
unobligated amounts in the Treasury, an 
amount equal to the amount certified by the 
Secretary. 

"(B) For a fiscal year for which a deposit is 
made under subparagraph (A), if the Sec
retary subsequently determines that the ac
tual amount recovered for that fiscal year 
under the provisions of law specified in sub
section (b) is greater than the amount esti
mated by the Secretary that was used for 
purposes of the certification by the Sec
retary under subparagraph (A), the Sec
retary shall pay into the general fund of the 
Treasury , from amounts available for med
ical 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 subpara
graph (A) pursuant to such certification). 

"(C) For a fiscal year for which a deposit is 
made under subparagraph (A), if the Sec
retary subsequently determines that the ac
tual amount recovered for that fiscal year 
under the provisions of law specified in sub
section (b) is less than the amount estimated 
by the Secretary that was used for purposes 
of the certification by the Secretary under 
subp~ragraph (A), the Secretary shall 
promptly certify to the Secretary of the 
Treasury the amount of the shortfall. 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 unobligated amounts in 
the Treasury, an amount equal to the 
amount certified by the Secretary. 

"(d)(l) The Secretary may allocate 
amounts available to the Secretary under 
subsection (c) among components of the De
partment in such manner as the Secretary 
considers appropriate. 

"(2) The Secretary shall establish a policy 
for the allocation under paragraph (1) of 
amounts in the fund. Such policy shall be de
signed so as to facilitate the realization of 
the maximum feasible collections under the 
provisions of law specified in subsection (b). 
In developing the policy. the Secretary shall 
take into account any factors beyond the 
control of the Secretary that the Secretary 
considers may impede such collections. 

"(e)(l) The Secretary shall submit to the 
Committees on Veterans' Affairs of the Sen
ate 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 re
port shall specify the amount collected 
under each of the provisions specified in sub
section \b) during the preceding quarter and 
the amount originally estimated to be col
lected under each such provision during such 
quarter. 

"(2) A report under paragraph (1) for a 
quarter shall be submitted not later than 45 
days after the end of that quarter.". 

(2) The table of sections at the beginning of 
such chapter is amended by inserting after 
the item relating to section 1729 the fol
lowing new item: 
" 1729A. Department of Veterans Affairs Med

ical Care Collections Fund.". 
(b) CONFORMING AMENDMENTS.-Chapter 17 

of such title is amended as follows: 
(1) Section 1710(f) is amended by striking 

out paragraph (4) and redesignating para
graph (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 Med
ical-Care Cost Recovery Fund" and inserting 
in lieu thereof "Department of Veterans Af
fairs Medical Care Collections Fund" . 

(4) Section 1729 is amended by striking out 
subsection (g). 

(c) TERMINATION OF MEDICAL-CARE COST 
RECOVERY FUND.-The amount of the unobli
ga ted balance remaining in the Department 
of Veterans Affairs Medical-Care Cost Recov
ery Fund (established pursuant to section 
1729(g)(l) of title 38, United States Code), at 
the close of September 30, 1997, shall be de
posited, not later than December 31, 1997, in 
the Treasury as miscellaneous receipts. and 
that fund shall be terminated when the de
posit occurs. 

(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"; 

(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 
sentence 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 

subparagraph (B). 
(f) IMPLEMENTATION.-(!) 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 report on the implementa
tion 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 subsection 
(a). Information on such collections shall be 
shown for each of the health service net
works (known as Veterans Integrated Serv
ice 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 operates, (B) the effort expended to 
achieve collections. (C) the efficiency of such 
effort, and (D) any other relevant informa
tion. 

(2) The Secretary shall adjust the alloca
tion policy established under section 
1729A(d)(2) of title 38, United States Code, as 
added by subsection (a), to take account of 
differences in collections that the Secretary 
determines are attributable to the different 
markets in which networks operate and shall 
include in the report under paragraph (1) a 
description of such adjustments. 

(g) EFFECTIVE DATE.-(1) Except as pro
vided in paragraph (2), this section and the 
amendments 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 enact
ment of this Act. 
SEC. 8014. INCOME VERIFICATION AUTHORITY. 

(a) EXTENSION.-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". 

(b) SOCIAL SECURITY AND TAX RETURN IN
FORMATION.-Section 6103(1)(7) of the Internal 
Revenue Code of 1986 is amended by striking 
out " Clause (viii) shall not apply after Sep
tember 30, 1998" and inserting in lieu thereof 
" Clause (viii) shall not apply after Sep
tember 30, 2002". 
SEC. 8015. LIMITATION ON PENSION FOR CER

TAIN RECIPIENTS OF MEDICAID
COVERED NURSING HOME CARE. 

Section 5503(f)(7) of title 38, United States 
Code, is amended by striking out " Sep
tember 30, 1998" and inserting in lieu thereof 
" September 30, 2002". 
SEC. 8016. HOME LOAN FEES. 

(a) INCREASE IN LOAN FEE UNDER PROPERTY 
MANAGEMENT PROGRAM.- Paragraph (2) of 
section 3729(a) of title 38, United States 
Code, is amended-

(1) in subparagraph (A), by striking out " or 
3733(a)"; 

(2) by striking out "and" at the end of sub
paragraph (D); 

(3) by striking out the period at the end of 
subparagraph (E) and inserting in lieu there
of "; and"; and 

(4) by adding at the end the following new 
subparagraph: 
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"(F) in the case of a loan made under sec

tion 3733(a) of this title, the amount of such 
fee shall be 2.25 percent of the total loan 
amount. ". 

(b) EXTENSIONS.-Such section is further 
amended-

(1) in paragraph ( 4)-
(A) by striking out " October 1, 1998" and 

inserting in lieu thereof "October 1, 2002"; 
and 

(B) by striking out " or (E)" and inserting 
in lieu thereof "(E), or (F)" ; and 

(2) in paragraph (5)(C), by striking out " Oc
tober 1, 1998" and inserting in lieu thereof 
"October 1, 2002" . 
SEC. 8017. PROCEDURES APPLICABLE TO LIQ· 

UIDATION SALES ON DEFAULTED 
HOME LOANS GUARANTEED BY THE 
SECRETARY OF VETERANS AFFAIRS. 

Section 3732(c)(ll) of title 38, United States 
Code, is amended by striking out " October 1, 
1998" and inserting "October 1, 2002" . 
SEC. 8018. 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 "Sep
tember 30, 2002' '. 

Subtitle B-Other Matters 
SEC. 8021. ROUNDING DOWN OF COST-OF-LIVING 

ADJUSTMENTS IN COMPENSATION 
AND DIC RATES. 

(a) COMPENSATION COLAS.- (1) Chapter 11 
of title 38, United States Code, is amended by 
inserting after section 1102 the following new 
section: 
"§ 1103. Cost-of-living adjustments 

"(a) In the computation of cost-of-living 
adjustments for fiscal years 1998 through 2002 
in the rates of, and dollar limitations appli
cable to, compensation payable under this 
chapter, such adjustments shall be made by 
a uniform percentage that is no more than 
the percentage eq_ual to the social security 
increase for that fiscal year, with all in
creased monthly rates and limitations (other 
than increased rates or limitations eq_ual to 
a whole dollar amount) rounded down to the 
next lower whole dollar amount. 

"(b) For purposes of this section, the term 
'social security increase' means the percent
age 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 determination 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 fol
lowing new item: 
" 1103. Cost-of-living adjustments.". 

(b) OUT-YEAR DIC COLAS.-(1) Chapter 13 
of title 38, United States Code, is amended by 
inserting after section 1302 the following new 
section: 
"§ 1303. Cost-of-living adjustments 

"(a) In the computation of cost-of-living 
adjustments for fiscal years 1998 through 2002 
in the rates of dependency and indemnity 
compensation payable under this chapter, 
such adjustments shall be made by a uniform 
percentage that is no more than the percent
age eq_ual to the social security increase for 
that fiscal year, with all increased monthly 
rates (other than increased rates eq_ual to a 
whole dollar amount) rounded down to the 
next lower whole dollar amount. 

" (b) For purposes of this section, the term 
'social security increase ' means the percent
age 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 determination 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 fol
lowing new item: 
" 1303. Cost-of-living adjustments.". 
SEC. 8022. WimHOLDING OF PAYMENTS AND 

BENEFITS. 
(a) NOTICE REQUIRED IN LIEU OF CONSENT OR 

COURT ORDER.-Section 3726 of title 38, 
United States Code, is amended by striking 
out "unless" and all that follows and insert
ing in lieu thereof the following: " unless the 
Secretary provides such veteran or surviving 
spouse with notice by certified mail with re
turn receipt req_uested of the authority of 
the Secretary to waive the payment of in
debtedness under section 5302(b) of this title. 
If the Secretary does not waive the entire 
amount of the liability, the Secretary shall 
then determine whether the veteran or sur
viving spouse should be released from liabil
ity under section 3713(b) of this title. If the 
Secretary determines that the veteran or 
surviving spouse should not be released from 
liability, the Secretary shall notify the vet
eran or surviving spouse of that determina
tion and provide a notice of the procedure for 
appealing that determination, unless the 
Secretary has previously made such deter
mination and notified the veteran or sur
viving spouse of the procedure for appealing 
the determination.". 

(b) CONFORMING AMENDMENT.-Section 
5302(b) of such title is amended by inserting 
" with return receipt req_uested" after " cer
tified mail" . 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to any indebtedness to the United States 
arising pursuant to chapter 37 of title 38, 
United States Code, before, on, or after the 
date of the enactment of this Act. 

TITLE IX-COMMITTEE ON WAYS AND 
MEANS-NONMEDICARE 

SEC. 9000. TABLE OF CONTENTS. 
The table of contents of this title is as fol

lows: 
Sec. 9000. Table of contents. 

Subtitle A-TANF Block Grant 
Sec. 9001. Welfare-to-work grants. 
Sec. 9002. Limitation on amount of Federal 

funds transferable to title XX 
programs. 

Sec. 9003. Clarification of limitation on 
number of persons who may be 
treated as engaged in work by 
reason of participation in voca
tional educational training. 

Sec. 9004. Rules governing expenditures of 
funds for work experience and 
community service programs. 

Sec. 9005. State option to take account of 
certain work activities of re
cipients with sufficient partici
pation in work experience or 
community service programs. 

Sec. 9006. Worker protections. 
Sec. 9007. Penalty for failure of State to re

duce assistance for recipients 
refusing without good cause to 
work. 

Subtitle B-Supplemental Security Income 
Sec. 9101. Req_uirement to perform childhood 

disability redeterminations in 
missed cases. 

Sec. 9102. Repeal of maintenance of effort 
req_uirements applicable to op
tional State programs for sup
plementation of SSI benefits. 

Sec. 9103. Fees for Federal administration of 
State supplementary payments. 

June 25, 1997 
Subtitle C-Child Support Enforcement 

Sec. 9201. Clarification of authority to per
mit certain redisclosures of 
wage and claim information. 

Subtitle D- Restricting Welfare and Public 
Benefits for Aliens 

Sec. 9301. Extension of eligibility period for 
refugees and certain other 
q_ualified aliens from 5 to 7 
years for SSI and medicaid. 

Sec. 9302. SSI eligibility for aliens receiving 
SSI on August 22, 1996. 

Sec. 9303. SSI eligibility for permanent resi
dent aliens who are members of 
an Indian tribe. 

Sec. 9304. Verification of eligibility for 
State and local public benefits. 

Sec. 9305. Derivative eligibility for benefits. 
Sec. 9306. Effective date. 

Subtitle E-Unemployment Compensation 
Sec. 9401. Clarifying provision relating to 

base periods. 
Sec. 9402. Increase in Federal unemployment 

account ceiling. 
Sec. 9403. Special distribution to States 

from Unemployment Trust 
Fund. 

Sec. 9404. Interest-free advances to State ac
counts in Unemployment Trust 
Fund restricted to States which 
meet funding goals. 

Sec. 9405. Exemption of service performed by 
election workers from the Fed
eral unemployment tax. 

Sec. 9406. Treatment of certain services per
formed by inmates. 

Sec. 9407. Exemption of service performed 
for an elementary or secondary 
school operated primarily for 
religious purposes from the 
Federal unemployment tax. 

Sec. 9408. State program integrity activities 
for unemployment compensa
tion. 

Subtitle F-Increase in Public Debt Limit 
Sec. 9501. Increase in public debt limit. 

Subtitle A-TANF Block Grant 
SEC. 9001. WELFARE-TO-WORK GRANTS. 

(a) GRANTS TO STATES.-
(1) IN GENERAL.-Section 403(a) of the So

cial Security Act (42 U.S.C. 603(a)) is amend
ed by adding at the end the following: 

" (5) WELFARE-TO-WORK GRANTS.-
" (A) NONCOMPETITIVE GRANTS.-
"(i) ENTITLEMENT.-A State shall be enti

tled to receive from the Secretary a grant 
for each fiscal year specified in subparagraph 
(H) of this paragraph for which the State is 
a welfare-to-work State, in an amount that 
does not exceed the lesser of--

"(I) 2 times the total of the expenditures 
by the State (excluding q_ualified State ex
penditures (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 ac
tivities described in subparagraph (C)(i) of 
this paragraph; or 

"(II) 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 fiscal year for purposes of this subpara
graph if the Secretary, after consultation 
(and the sharing of any plan or amendment 
thereto submitted under this clause) with 
the Secretary of Health and Human Services 
and the Secretary of Housing and Urban De
velopment, determines that the State meets 
the following req_uirements: 

" (I) The State has submitted to the Sec
retary (in the form of an addendum to the 
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State plan submitted under section 402) a 
plan which-

"(aa) describes how, consistent with this 
subparagraph, the State will use any funds 
provided under this subparagraph during the 
fiscal year; 

"(bb) specifies the formula to be used pur
suant t o 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 
developed in consultation and coordination 
with sub-State areas; and 

"(dd) is approved by the agency admin
istering the State program funded under this 
part. 

"(II) The State has provided the Secretary 
with 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)) for activities de
scribed in subparagraph (C)(i) of this para
graph. 

"(III) The State has agreed to negotiate in 
good faith with the Secretary of Health and 
Human Services with respect to the sub
stance 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 
fiscal year. 

"(V) Qualified State expenditures (within 
the meaning of section 409(a)(7)) are at least 
80 percent of historic State expenditures 
(within the meaning of such section), with 
respect to the fiscal year or the immediately 
preceding fiscal year. 

"(iii) ALLOTMENTS TO WELFARE-TO-WORK 
STATES.-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. 

"(iv) AVAILABLE AMOUNT.-As used in this 
subparagraph, the term 'available amount' 
means, for a fiscal year, the sum of-

"(!) 50 percent of the sum of-
"(aa) the amount specified in subparagraph 

(H) for the fiscal year, minus the total of the 
amounts reserved pursuant to subparagraphs 
(F) and (G) for the fiscal year; and 

"(bb) any amount reserved pursuant to 
subparagraph (F) for the immediately pre
ceding fiscal year that has not been obli
gated; and 

"(II) any available amount for the imme
diately preceding fiscal year that has not 
been obligated by a State or sub-State enti
ty. 

"(v) STATE PERCENTAGE.-As used in clause 
(Hi), the term 'State percentage' means, with 
respect to a fiscal year, l/s of the sum of-

"(aa) the percentage represented by the 
number of individuals in the State whose in
come is less than the poverty line divided by 
the number of such individuals in the United 
States; 

"(bb) the percentage represented by the 
number of unemployed individuals in the 
State divided by the number of such individ
uals in the United States; and 

"(cc) the percentage represented by the 
number of individuals who are adult recipi
ents of assistance under the State program 
funded under this part divided by the number 
of individuals in the United States who are 
adult recipients of assistance under any 
State program funded under this part. 

"(vi) DISTRIBUTION OF FUNDS WITHIN 
STATES.-

"(!) IN GENERAL.-A State to which a grant 
is made under this subparagraph shall dis
tribute not less than 85 percent of the grant 
funds among the service delivery areas in the 
State, in accordance with a formula which-

"(aa) determines the amount to be distrib
uted for the benefit of a service delivery area 
in proportion to the number (if any) by 
which the number of individuals residing in 
the service delivery area with an income 
that is less than the poverty line exceeds 5 
percent of the population of the service de
livery area, relative to such number for the 
other service delivery areas in the State, and 
accords a weight of not less than 50 percent 
to this factor; 

"(bb) may determine the amount to be dis
tributed for the benefit of a service delivery 
area in proportion to the number of adults 
residing in the service delivery area who are 
recipients of assistance under the State pro
gram funded under this part (whether in ef
fect before or after the amendments made by 
section 103(a) of the Personal Responsibility 
and Work Opportunity Reconciliation Act 
first applied to the State) for at least 30 
months (whether or not consecutive) relative 
to the number of such adults residing in the 
other service delivery areas in the State; and 

"(cc) may determine the amount to be dis
tributed for the benefit of a service delivery 
area in proportion to the number of unem
ployed individuals residing in the service de
livery area relative to the number of such in
dividuals residing in the other service deliv
ery areas in the State. 

"(II) SPECIAL RULE.-Notwithstanding sub
clause (I), if the formula used pursuant to 
subclause (I) would result in the distribution 
of less than $100,000 during a fiscal year for 
the benefit of a service delivery area, then in 
lieu of distributing such sum in accordance 
with the formula, such sum shall be avail
able for distribution under subclause (III) 
during the fiscal year. 

"(Ill) PROJECTS TO HELP LONG-TERM RECIPI
ENTS OF ASSISTANCE INTO THE WORK FORCE.
The Governor of a State to which a grant is 
made under this subparagraph may dis
tribute not more than 15 percent of the grant 
funds (plus any amount required to be dis
tributed under this subclause by reason of 
subclause (II)) 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 Oppor
tunity Reconciliation Act first applied to the 
State) enter the work force. 

"(vii) ADMINISTRATION.-
"(! ) IN GENERAL.-A grant made under this 

subparagraph to a State shall be adminis
tered by the State agency that is admin
istering, or supervising the administration 
of, the State program funded under this part, 
or by another State agency designated by 
the Governor of the State. 

"(JI) SPENDING BY PRIVATE INDUSTRY COUN
CILS.-The private industry council for a 
service delivery area shall have sole author
ity to expend the amounts provided for the 
benefit of a service delivery area under sub
paragraph (vi)(I), pursuant to an agreement 
with the agency that is administering the 
State pr ogram funded under this part in the 
service delivery area. 

"(B) COMPETITIVE GRANTS.-
"(1) IN GENERAL.-The Secretary, in con

sultation with the Secretary of Health and 
Human Services and the Secretary of Hous
ing and Urban Development, shall award 
grants in accordance with this subparagraph, 
in fiscal years 1998 and 1999, for projects pro
posed by eligible applicants, based on the fol
lowing: 

"(I) The effectiveness of the proposal in
"(aa) expanding the base of knowledge 

about programs aimed at moving recipients 

of assistance under State programs funded 
under this part who are least job ready into 
the work force. 

"(bb) moving recipients of assistance under 
State programs funded under this part who 
are least job ready into the work force; and 

"(cc) moving recipients of assistance under 
State programs funded under this part who 
are least job ready into the work force, even 
in labor markets that have a shortage of 
low-skill jobs. 

"(II) At the discretion of the Secretary, 
any of the following: 

"(aa) The history of success of the appli
cant in moving individuals with multiple 
barriers into work. 

"(bb) Evidence of the applicant's ability to 
leverage private, State, and local resources. 

"(cc) Use by the applicant of State and 
local resources beyond those required by sub
paragraph (A). 

"(dd) Plans of the applicant to coordiate 
with other organizations at the local and 
State level. 

"(ee) Use by the applicant 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 or a polit
ical subdivision of a State that submits a 
proposal that is approved by the agency ad
ministering the State program funded under 
this part. 

"(iii) DETERMINATION OF GRANT AMOUNT.
In determining the amount of a grant to be 
made under this subparagraph for a project 
proposed by an applicant, the Secretary shall 
provide the applicant with an amount suffi
cient to ensure that the project has a reason
able opportunity to be successful, taking 
into account the number of long-term recipi
ents of assistance under a State program 
funded under this · part, the level of unem
ployment, the job opportunities and job 
growth, the poverty rate , and such other fac
tors as the Secretary deems appropriate, in 
the area to be served by the project. 

" (iv) TARGETING OF FUNDS TO CERTAIN 
AREAS.-

"(I) CITIES WITH GREATES'l' NUMBER OF PER
SONS WITH INCOME LESS THAN THE POVERTY 
LINE.- The Secretary shall use not less than 
65 percent of the funds available for grants 
under this subparagraph for a fiscal year to 
award grants for expenditures in cities that 
are among the 100 cities in the United States 
with the highest number of residents with an 
income that is less than the poverty line. 

"(II) RURAL AREAS.-
"(aa) IN GENERAL.-The Secretary shall use 

not less than 25 percent of the funds avail
able for grants under this subparagraph for a 
fiscal year to award grants for expenditures 
in rural areas. 

"(bb) RURAL AREA DEFINED.- As used in 
item (aa), the term 'rural area' means a city, 
town, or unincorporated area that has a pop
ulation of 50,000 or fewer inhabitants and 
that is not an urbanized area immediately 
adjacent to a city, town, or unincorporated 
area that has a population of more than 
50,000 inhabitants. 

"(v) FUNDING.-For grants under this sub
paragraph for each fiscal year specified in 
subparagraph (H), there shall be available to 
the Secretary an amount equal to the sum 
of-

"(I) 50 percent of the sum of-
"(aa) the amount specified in subparagraph 

(H) for the fiscal year, minus the total of the 
amounts reserved pursuant to subparagraphs 
(F) and (G) for the fiscal year; and 
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" (bb) any amount reserved pursuant to 

subparagraph (F) for the immediately pre
ceding fiscal year that has not been obli
gated; and 

" (II) any amount available for grants 
under this subparagraph for the immediately 
preceding fiscal year that has not been obli
gated. 

"(C) LIMITATIONS ON USE OF FUNDS.-
"(i) ALLOWABLE ACTIVITIES.-An entity to 

which funds are provided under this para
graph may use the funds to move into the 
work force recipients of assistance under the 
program funded under this part of the State 
in which the entity is located and the non
custodial parent of any minor who is such a 
recipient, by means of any of the following: 

"(!) Job creation through public or private 
sector employment wage subsidies. 

"(II) On-the-job training. 
"(Ill) Contracts with public or private pro

viders of readiness, placement, and post-em
ployment services. 

" (IV) Job vouchers for placement, readi
ness, and postemployment services. 

" (V) Job support services (excluding child 
care services) if such services are not other
wise available. 

" (ii) REQUIRED BENEFICIARIES.-An entity 
that operates a project with funds provided 
under this paragraph shall expend at least 90 
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 who 
meet the requirements of each of the fol
lowing subclauses: 

" (!)At least 2 of the following apply to the 
recipient: 

" (aa) The individual has not completed 
secondary school or obtained a certificate of 
general equivalency, and has low skills in 
reading and mathematics. 

"(bb) The individual requires substance 
abuse treatment for employment. 

"(cc) The individual has a poor work his
tory. 
The Secretary shall prescribe such regula
tions as may be necessary to interpret this 
subclause. 

" (II) The individual-
"(aa) has received assistance under the 

State program funded under this part 
(whether in effect before or after the amend
ments made by section 103 of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 first apply to the 
State) for at least 30 months (whether or not 
consecutive); or 

" (bb) within 12 months, will become ineli
gible for assistance under the State program 
funded under this part by reason of a 
durational limit on such assistance, without 
regard to any exemption provided pursuant 
to section 408(a)(7)(C) that may apply to the 
individual. 

" (iii) LIMITATION ON APPLICABILITY OF SEC
TION 404.-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. 

" (iv) LIMITATIONS RELATING TO PRIVATE IN
DUSTRY COUNCILS.-

" (!) NO DIRECT PROVISION OF SERVICES.-A 
private industry council may not directly 
provide services using funds provided under 
this paragraph. 

"(II) COOPERATION WITH TANF AGENCY .- On 
a determination by the Secretary, in con
sultation with the Secretary of Health and 
Human Services and the Secretary of Hous
ing and Urban Development, that the private 
industry council for a service deli very area 
in a State for which funds are provided under 

this paragraph and the agency administering 
the State program funded under this part are 
not adhering to the agreement referred to in 
subparagraph (A)(vii)(II) to implement any 
plan or project for which the funds are pro
vided, the recipient of the funds shall remit 
the funds to the Secretary. 

"(v) PROHIBITION AGAINST USE OF GRANT 
FUNDS FOR ANY OTHER FUND MATCHING RE
QUIREMENT.-An entity to which funds are 
provided under this paragraph shall not use 
any part of the funds to fulflll any obligation 
of any State, political subdivision, or private 
industry council to contribute funds under 
other Federal law. 

"(vi) DEADLINE FOR EXPENDITURE.-An enti
ty to which funds are provided under this 
paragraph shall remit to the Secretary any 
part of the funds that are not expended with
in 3 years after the date the funds are so pro
vided. 

" (D) 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 based on the method
ology used by the Bureau of the Census to 
produce and publish intercensal poverty data 
for 1993 for States and counties. 

"(E) DEFINITIONS.-As used in this para
graph: 

" (i) PRIVATE INDUSTRY COUNCIL.-The term 
'private industry council' means, with re
spect to a service delivery area, the private 
industry council (or successor entity) estab
lished for the service delivery area pursuant 
to the Job Training Partnership Act. 

"(ii) SECRETARY.-The term 'Secretary' 
means the Secretary of Labor, except as oth
erwise expressly provided. 

" (iii) SERVICE DELIVERY AREA.-The term 
'service delivery area' shall have the mean
ing given such term for purposes of the Job 
Training Partnership Act. 

" (F) SET-ASIDE FOR INDIAN TRIBES.-1 per
cent of the amount specifie~ in subparagraph 
(H) for each fiscal year shall be reserved for 
grants to Indian tribes under section 
412(a)(3). 

" (G) SET-ASIDE FOR EVALUATIONS.-0.5 per
cent of the amount specified in subparagraph 
(H) for each fiscal year shall be reserved for 
use by the Secretary of Health and Human 
Services to carry out section 413(j). 

" (H) FUNDING.-The amount specified in 
this subparagraph is $1,500,000,000 for each of 
fiscal years 1998 and 1999. 

"(!) BUDGET SCORING.-Notwithstanding 
section 457(b)(2) of the Balanced Budget and 
Emergency Deficit Control Act of 1985, the 
baseline shall assume that no grant shall be 
awarded under this paragraph or under sec
tion 412(a)(3) after fiscal year 2000. 

(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 fol
lows: 

" (iv) EXPENDITURES BY THE STATE.-The 
term 'expenditures by the State' does not in
clude-

" (!) any expenditure from amounts made 
available by the Federal Government; 

"(II) any State funds expended for the med
icaid program under title XIX; 

"(III) 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 recieving Federal funds 
other than under this part. 
Notwithstanding subclause (IV) of the pre
ceding sentence, such term includes expendi
tures 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 ls the greater) that equal the 
non-Federal share for the programs described 
in section 418(a)(l)(A).' ' . 

(b) GRANTS TO OUTLYING AREAS.- Section 
1108(a) of such Act (42 U.S.C. 1308(a)) is 
amended by inserting " (except section 
403(a)(5))" after " title IV". 

(c) GRANTS TO INDIAN TRIBES.-Section 
412(a) of such Act (42 U.S.C. 612(a)) is amend
ed by adding at the end the following: 

" (3) WELFARE-TO-WORK GRANTS.-
" (A) IN GENERAL.-The Secretary shall 

award a grant in accordance with this para
graph to an Indian tribe for each fiscal year 
specified in section 403(a)(5)(H) for which the 
Indian tribe is a welfare-to-work tribe, in 
such amount as the Secretary deems appro
priate, 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 fol
lowing requirements: 

" (i) The Indian tribe has submitted to the 
Secretary (in the form of an addendum to 
the tribal family assistance plan, if any, of 
the Indian tribe) 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. 

" (ii) The Indian tribe has provided the Sec
retary 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)) for activi
ties described in section 403(a)(5)(C)(i). 

" (iii) The Indian tribe has agreed to nego
tiate in good faith with the Secretary of 
Health and Human Services with respect to 
the substance of any evaluation under sec
tion 413(j), and to cooperate with the conduct 
of any such evaluation. 

" (C) LIMITATIONS ON USE OF FUNDS.-Sec
tion 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).". 

(d) FUNDS RECEIVED FROM GRANTS TO BE 
DISREGARDED IN APPLYING DURATIONAL LIMIT 
ON ASSISTANCE.-Section 408(a)(7) of such Act 
(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 
subparagraph (A) of this paragraph, a grant 
made under section 403(a)(5) shall not be con
sidered a grant made under section 403, and 
assistance from funds provided under section 
403(a)(5) shall not be considered assistance." . 

(e) EVALUATIONS.- Section 413 of such Act 
(42 U.S.C. 613) is amended by adding at the 
end the following: 

"(j) EVALUATION OF WELFARE-TO-WORK 
PROGRAMS.-

" (!) EVALUATION.-The Secretary-
" (A) shall, in consultation with the Sec

retary of Labor, 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 ap
propriate, in accordance with an agreement 
entered into with the grantees after good
faith negotiations; and 

" (C) is urged to include the following out
come measures in the plan developed under 
subparagraph (A): 

"(i) Placements in the labor force and 
placements in the labor force that last for at 
least 6 months. 

" (ii) Placements in the private and public 
sectors. 
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"(iii) Earnings of individuals who obtain 

employment. 
"(iv) Average expenditures per placement. 
''(2) REPOR'rS TO THE CONGRESS.-
"(A) IN GENERAL.-Subject to subpara

graphs (B) and (C), the Secretary, in con
sultation with the Secretary of Labor and 
the Secretary of Housing and Urban Develop
ment, 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 Jan
uary 1, 1999, the Secretary shall submit an 
interim report on the matter described in 
subparagraph (A). 

"(C) FINAL REPORT.-Not later than Janu
ary 1, 2001, (or at a later date, if the Sec
retary informs the Committees of the Con
gress with jurisdiction over the subject mat
ter of the report) the Secretary shall submit 
a final report on the matter described in sub
paragraph (A).". 
SEC. 9002. LIMITATION ON AMOUNT OF FEDERAL 

FUNDS TRANSFERABLE TO TITLE XX 
PROGRAMS. 

(a) IN GENERAL.-Section 404(d) of the So
cial Security Act (42 U.S.C. 604(d)) is amend
ed-

(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 
follows: 

"(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 fiscal year to carry out State programs 
pursuant to title XX.". 

(b) RETROACTIVITY.-The amendments 
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 Opportunity Reconciliation Act of 
1996. 
SEC. 9003. CLARIFICATION OF LIMITATION ON 

NUMBER OF PERSONS WHO MAY BE 
TREATED AS ENGAGED IN WORK BY 
REASON OF PARTICIPATION IN VO· 
CATIONAL EDUCATIONAL TRAINING. 

(a) IN GENERAL.-Section 407(c)(2)(D) of the 
Social Security Act (42 U.S.C. 607(c)(2)(D)) is 
amended to read as follows: 

"(D) LIMITATION ON NUMBER OF PERSONS 
WHO MAY BE TREATED AS ENGAGED IN WORK BY 
REASON OF PARTICIPATION IN VOCATIONAL EDU
CATIONAL TRAINING.-For purposes of deter
mining monthly participation rates under 
paragraphs (l)(B)(i) and (2)(B) of subsection 
(b), not more than 30 percent of the number 
of individuals in all families and in 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 
training.". 

(b) RETROACTIVITY.-The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 9004. RULES GOVERNING EXPENDITURE OF 

FUNDS FOR WORK EXPEWENCE AND 
COMMUNITY SERVICE PROGRAMS. 

(a) IN GENERAL.-Section 407 of the Social 
Security Act (42 U.S.C. 607) is amended by 
adding at the end the following: 

"(j) RULES GOVERNING EXPENDITURE OF 
FUNDS FOR WORK EXPERIENCE AND COMMU
NITY SERVICE PROGRAMS.-

"(l) IN GENERAL.-To the extent that a 
State to which a grant is made under section 

403(a)(5) or any other provision of section 403 
uses the grant to establish or operate a work 
experience or community service program, 
the State may establish and operate the pro
gram in accordance with this subsection. 

"(2) P URPOSE.-The purpose of a work expe
rience or community experience program is 
to provide experience or training for individ
uals not able to obtain employment in order 
to assis t them to move to regular employ
ment. Such a program shall be designed to 
improve the employability of participants 
through actual work experience to enable in
dividuals participating in the program to 
move promptly into regular public or private 
employment. Such a program shall not place 
individuals in private, for-profit entities. 

"(3) LIMITATION ON PROJECTS THAT MAY BE 
UNDERTAKEN.-A work experience or commu
nity service program shall be limited to 
projects which serve a useful public purpose 
in fields such as health, social service, envi
ronmental protection, education, urban and 
rural development and redevelopment, wel
fare, recreation, public facilities, public safe
ty, and day care, and other purposes identi
fied by the State. 

"(4) MAXIMUM HOURS OF PARTICIPATION PER 
MONTH.-A State that elects to establish a 
work experience or community service pro
gram shall operate the program so that each 
participant participates in the program with 
the maximum number of hours that any such 
individual may be required to participate in 
any month being a number equal to-

"(A)(i) the amount of assistance provided 
during the month to the family of which the 
individual is a member under the State pro
gram funded under this part; plus 

"(ii) the dollar value equivalent of any 
benefits provided during the month to the 
household of which the individual is a mem
ber under the food stamp program under the 
Food Stamp Act of 1977; minus 

"(iii) any amount collected by the State as 
child support with respect to the family that 
is retained by the State; divided by 

"(B) the greater of the Federal minimum 
wage or the applicable State minimum wage. 

"(5) MAXIMUM HOURS OF PARTICIPATION PER 
WEEK.-A State that elects to establish a 
work experience or community service pro
gram may not require any participant in any 
such program to participate in any such pro
gram for a combined total of more than 40 
hours per week. 

"(6) RULE OF INTERPRETATION.-This sub
section shall not be construed as authorizing 
the provision of assistance under a State 
program funded under this part as compensa
tion for work performed, nor shall a partici
pant be entitled to a salary or to any other 
work or training expense provided under any 
other provision of law by reason of participa
tion in a work experience or community 
service program described in this sub
section. " . 

(b) RETROACTIVITY.- The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 9005. STATE OPTION TO TAKE ACCOUNT OF 

CERTAIN WORK ACTMTIES OF RE· 
CIPIENTS WITH SUFFICIENT PAR
TICIPATION IN WORK EXPERIENCE 
OR COMMUNITY SERVICE PRO· 
GRAMS. 

(a) IN GENERAL.-Section 407(c) of the So
cial Security Act (42 U.S.C. 607(c)) is amend
ed by adding at the end the following: 

"(3) S'rATE OPTION TO TAKE ACCOUNT OF CER
TAIN WORK ACTIVITIES OF RECIPIENTS WITH 
SUFFICIENT PARTICIPATION IN WORK EXPERI-

ENCE OR COMMUNITY SERVICE PROGRAMS.-Not
withstanding paragraphs (1) and (2) of this 
subsection and subsection (d)(8), for purposes 
of determining monthly participation rates 
under paragraphs (l)(B)(i) and (2)(B) of sub
section (b), an individual who, during a 
month, has participated in a work experience 
or community service program operated in 
accordance with subsection (j), for the max
imum number of hours that the individual 
may be required to participate in such a pro
gram during the month shall be treated as 
engaged in work for the month if, during the 
month, the individual has participated in 
any other work activity for a number of 
hours that is not less than the number of 
hours required by subsection (c)(l) for the 
month minus such maximum number of 
hours. ". 

(b) RETROACTIVITY.-The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 
SEC. 9006. WORKER PROTECTIONS. 

Section 407(f) of the Social Security Act (42 
U.S.C. 607(f)) is amended to read as follows: 

"(f) WORKER PROTECTIONS.-
"(l) NONDISPLACEMENT IN WORK ACTIVI

TIES.-
"(A) GENERAL PROHIBITION.-Subject to 

this paragraph, an adult in a family receiv
ing assistance under a State program funded 
under this part attributable to funds pro
vided by the Federal Government may fill a 
vacant employment position in order to en
gage in a work activity. 

"(B) PROHIBITION AGAINST VIOLATION OF 
CONTRACTS.-A work activity shall not vio
late an existing contract for services or col
lective bargaining agreement. 

"(C) OTHER PROHIBITIONS.- An adult partic
ipant in a work activity shall not be em
ployed or assigned-

"(i) when any other individual is on layoff 
from the same or any substantially equiva
lent job; or 

"( ii) if the employer has terminated the 
employment of any regular employee or oth
erwise caused an involuntary reduction if its 
workforce with the intention of filling the 
vacancy so created with the participant. 

"(2) HEALTH AND SAFETY.-Health and safe
ty standards established under Federal and 
State law otherwise applicable to working 
conditions of employees shall be equally ap
plicable to working conditions of partici
pants engaged in a work activity. 

"(3) NONDISCRIMINATION.-In addition to 
the protections provided under the provi
sions of law specified in section 408(c), an in
dividual may not be discriminated against 
with respect to participation in work activi
ties by reason of gender. 

"(4) GRIEVANCE PROCEDURE.-
"(A) IN GENERAL.-Each State to which a 

grant is made under section 403 shall estab
lish and maintain a procedure for grievances 
or complaints from employees alleging viola
tions of paragraph (1) and participants in 
work activities alleging violations of para
graph (1), (2), or (3). 

"(B) HEARING.- The procedure shall in
clude an opportunity for a hearing. 

"(C) REMEDIES.-The procedure shall in
clude remedies for violation of paragraph (1), 
(2), or (3), which may include-

"(!) prohibition against placement of a par
ticipant with an employer that has violated 
paragraph (1), (2), or (3); 

"(ii) where applicable, reinstatement of an 
employee, payment of lost wages and bene
fits, and reestablishment of other relevant 
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terms, conditions and privileges of employ
ment; and 

"(iii) where appropriate, other equitable 
relief. 

"(5) NONPREEMPTION OF STATE NON
DISPLACEMENT LAWS.-The provisions of this 
subsection relating to nondisplacement of 
employees shall not be construed to preempt 
any provision of State law relating to non
displacement of employees that affords 
greater protections to employees than is af
forded by such provisions of this sub
section.". 
SEC. 9007. PENALTY FOR FAILURE OF STATE TO 

REDUCE ASSISTANCE FOR RECIPI· 
ENTS REFUSING WITHOUT GOOD 
CAUSE TO WORK. 

(a) IN GENERAL.- Sectlon 409(a) of the So
cial Security Act (42 U.S.C. 609(a)) is amend
ed by adding at the end the following: 

"(13) PENALTY FOR FAILURE TO REDUCE AS
SISTANCE FOR RECIPIENTS REFUSING WITHOUT 
GOOD CAUSE TO WORK.-

"(A) IN GENERAL.-If the Secretary deter
mines that a State to which a grant is made 
under section 403 in a fiscal year has violated 
section 407(e) during the fiscal year, the Sec
retary shall reduce the grant payable to the 
State under section 403(a)(1) for the imme
diately succeeding fiscal 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 fis
cal year based on the degree of noncompli
ance.'' . 

(b) RE'rROACTIVITY.-The amendment made 
by subsection (a) of this section shall take 
effect as if included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 
1996. 

Subtitle B-Supplemental Security Income 
SEC. 9101. REQUffiEMENT TO PERFORM CHILD

HOOD DISABILITY REDETERMINA· 
TIONS IN MISSED CASES. 

Section 211(d)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996 (110 Stat. 2190) is amended-

(1) in subparagraph (A)-
(A) in the 1st sentence, by striking " 1 

year" and inserting "18 months" ; and 
(B) by inserting after the 1st sentence the 

following: " Any redetermination required by 
the preceding sentence that is not performed 
before the end of the period described in the 
preceding sentence shall be performed as 
soon as is practicable thereafter."; and 

(2) in subparagraph (C), by adding at the 
end the following: "Before commencing a re
determination under the 2nd sentence of sub
paragraph (A), in any case in which the indi
vidual involved has not already been notified 
of the provisions of this paragraph, the Com
missioner of Social Security shall notify the 
individual involved of the provisions of this 
paragraph. ' '. 
SEC. 9102. REPEAL OF MAINTENANCE OF EFFORT 

REQUIREMENTS APPLICABLE TO OP
TIONAL STATE PROGRAMS FOR SUP
PLEMENTATION OF SSI BENEFITS. 

Section 1618 of the Social Security Act (42 
U.S.C. 1382g) is repealed. 
SEC. 9103. FEES FOR FEDERAL ADMINISTRATION 

OF STATE SUPPLEMENTARY PAY
MENTS. 

(a) FEE SCHEDULE.-
(1) OPTIONAL STATE SUPPLEMENTARY PAY

MENTS.-
(A) IN GENERAL.-Section 1616(d)(2)(B) of 

the Social Security Act (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 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 suc

ceeding 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 exceeds the Consumer Price 
Index for the month of June of the calendar 
year preceding the calendar year of the in
crease, and rounded to the nearest whole 
cent; or 

"(II) such different rate as the Commis
sioner 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) MANDA'rORY STATE SUPPLEMENTARY PAY
MENTS.-

(A) IN GENERAL.-Section 212(b)(3)(B)(ii) of 
Public Law 93--66 (42 U.S.C. 1382 note) is 
amended-

(i) by striking " and" at the end of sub
clause (III); and 

(ii) by striking subclause (IV) and inserting 
the following: 

" (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 suc

ceeding fiscal year-
" (aa) the applicable rate in the preceding 

fiscal year, increased by the percentage, if 
any, by which the Consumer Price Index fpr 
the month of June of the calendar year of 
the increase exceeds the Consumer Price 
Index for the month of June of the calendar 
year preceding the calendar year of the in
crease, and rounded to the nearest whole 
cent; or 

"(bb) such different rate as the Commis
sioner determines is appropriate for the 
State.". 

(B) CONFORMING AMENDMENT.-Section 
212(b)(3)(B)(iii) of such Act (42 U.S.C. 1382 
note) ls amended by striking "(ii)(IV)" and 
inserting "(ii)(X)(bb)". 

(b) USE OF NEW FEES To DEFRAY THE SO
CIAL SECURITY ADMINISTRATION 'S ADMINIS
TRATIVE EXPENSES.-

(1) CREDIT TO SPECIAL FUND FOR FISCAL 
YEAR 1998 AND SUBSEQUENT YEARS.-

(A) OPTIONAL STATE SUPPLEMENTARY PAY
MENT FEES.-Section 1616(d)(4) of the Social 
Security Act (42 U.S.C. 1382e(d)(4)) is amend
ed to read as follows: 

" (4)(A) The first $5 of each administration 
fee assessed pursuant to paragraph (2), upon 
collection, shall be deposited in the general 
fund of the Treasury of the United States as 
miscellaneous receipts. 

" (B) That portion of each administration 
fee in excess of $5, and 100 percent of each ad
ditional services fee charged pursuant to 
paragraph (3), 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 sup
plementary payment fees. The amounts so 
credited, to the extent and in the amounts 

provided in advance in appropriations Acts. 
shall be available to defray expenses in
curred in carrying out this title and related 
laws. ". 

(B) MANDATORY STATE SUPPLEMENTARY 
PAYMENT FEES.- Section 212(b)(3)(D) of Pub
lic Law 93--66 (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 miscellaneous receipts. 

" (ii) The portion of each administration 
fee in excess of $5, and 100 percent of each ad
ditional 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 estab
lished 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 appropria
tions 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.". 

(2) LIMITATIONS ON AUTHORIZATION OF AP
PROPRIATIONS.-From amounts credited pur
suant to section 1616(d)(4)(B) of the Social 
Security Act and section 212(b)(3)(D)(ii) of 
Public Law 93--66 to the special fund estab
lished in the Treasury of the United States 
for State supplementary payment fees, there 
is authorized to be appropriated an amount 
not to exceed $35,000,000 for fiscal year 1998, 
and such sums as may be necessary for each 
fiscal year thereafter. 

Subtitle C-Child Support Enforcement 

SEC. 9201. CLARIFICATION OF AUTHORITY TO 
PERMIT CERTAIN REDISCLOSURES 
OF WAGE AND CLAIM INFORMATION. 

Section 303(h)(1)(C) of the Social Security 
Act (42 U.S.C. 503(h)(1)(C)) ls amended by 
striking "section 453(i)(1) in carrying out the 
child support enforcement program under 
title IV" and inserting "subsections (i)(1), 
(i)(3), and (j) of section 453". 

Subtitle D-Restricting Welfare and Public 
Benefits for Aliens 

SEC. 9301. EXTENSION OF ELIGIBILITY PERIOD 
FOR REFUGEES AND CERTAIN 
OTHER QUALIFIED ALIENS FROM 5 
TO 7 YEARS FOR SSI AND MEDICAID. 

(a) SSI.- Section 402(a)(2)(A) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)(A)) is amended to read as follows: 

" (A) TIME-LIMITED EXCEPTION FOR REFU
GEES AND ASYLEES.-

"(i) SSL- With respect to the specified 
Federal program described in paragraph 
(3)(A) paragraph 1 shall not apply to an alien 
until 7 years after the date-

" (!) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien 's deportation is withheld 
under section 243(h) of such Act. 

" (ii) FOOD STAMPS.-With respect to the 
specified Federal program described in para
graph (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 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

" (III) an alien's deportation is withheld 
under section 243(h) of such Act.". 
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(b) MEDICAJD.-Section 402(b)(2)(A) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(b)(2)(A)) is amended to read as follows: 

"(A) TIME-LIMITED EXCEPTION FOR REFU
GEES AND ASYLEES.-

" (i) MEDICAID.-With respect to the des
ignated Federal program described in para
graph (3)(C), paragraph 1 shall not apply to 
an alien until 7 years after the date-

"(l) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(Ill) an alien's deportation is withheld 
under section 243(h) of such Act. 

"(ii) OTHER DESIGNATED FEDERAL PRO
GRAMS.-With respect to the designated Fed
eral programs under paragraph (3) (other 
than subparagraph (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 
Immigration and Nationality Act; 

" (II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act.". 
SEC. 9302. SSI ELIGIBILITY FOR ALIENS RECEIV· 

ING SSI ON AUGUST 22, 1996. 
(a) IN GENERAL.-Section 402(a)(2) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)) is amended by adding after sub
paragraph (D) the following new subpara
graph: 

"(E) ALIENS RECEIVING SSI ON AUGUST 22, 
1996.-With respect to eligibility for benefits 
for the program defined in paragraph (3)(A) 
(relating to the supplemental security in
come program), paragraph (1) shall not apply 
to an alien who was receiving such benefits 
on August 22, 1996. " . 

(b) STATUS OF CUBAN AND HAITIAN EN
TRANTS AND AMERASIAN PERMANENT RESI
DENT ALIENS.-For purposes of section 
402(a)(2)(E) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996, the following aliens shall be considered 
qualified aliens: 

(1) An alien who is a Cuban and Haitian en
trant as defined in section 50l(e) of the Ref
ugee Education Assistance Act of 1980. 

(2) An alien admitted to the United States 
as an Amerasian immigrant pursuant to sec
tion 584 of the Foreign Operations, Export 
Financing, and Related Programs Appropria
tions Act, 1988, as contained in section lOl(e) 
of Public Law 100-202, (other than an alien 
admitted pursuant to section 584(b)(l)(C)) . 

(c) CONFORMING AMENDMENTS.-Section 
402(a)(2)(D) of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996 (8 U.S.C. 1612(a)(D)) is amended-

(!) by striking clause (i); 
(2) in the subparagraph heading by striking 

"BENEFITS" and inserting " FOOD STAMPS"; 
(3) by striking "(ii) FOOD STAMPS'.-'; 
(3) by redesignating subclauses (I), (II), and 

(III) as clauses (1), (ii), and (iii). 
SEC. 9303. SSI ELIGIBILITY FOR PERMANENT 

RESIDENT ALIENS WHO ARE MEM· 
BERS OF AN INDIAN TRIBE. 

Section 402(a)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996 (8 U.S.C. 1612(a)(2)) (as amended 
by section 9302) is amended by adding after 
subparagraph (E) the following new subpara
graph: 

"(F) PERMANENT RESIDENT ALIENS WHO ARE 
MEMBERS OF AN INDIAN TRIBE.-With respect 
to eligibility for benefits for the program de-

fined in paragraph (3)(A) (relating to the sup
plemental security income program), para
graph (1) shall not apply to an alien who-

"(i) is lawfully admitted for permanent 
residence under the Immigration and Nation
ality Act; and 

"(ii) is a member of an Indian tribe (as de
fined in section 4(e) of the Indian Self-Deter
mination and Education Assistance Act).". 
SEC. 9304. VERIFICATION OF ELIGIBILITY FOR 

STATE AND LOCAL PUBLIC BENE· 
FITS. 

(a) IN GENERAL.- The Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996 is amended by adding after sec
tion 412 the following new section: 
"SEC. 413. AlITHORIZATION FOR VERIFICATION 

OF ELIGIBILITY FOR STATE AND 
LOCAL PUBLIC BENEFITS. 

" A Sta te 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 eligi
bility." . 

(b) CLERICAL AMENDMENT.-Section 2 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 is amended 
by adding after the item related to section 
412 the following: 
" Sec. 413. Authorization for verification of 

eligibility for state and local 
public benefits.". 

SEC. 9305. DERIVATIVE ELIGIBILITY FOR BENE· 
FITS. 

(a) IN GENERAL.-The Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996 is amended by adding after sec
tion 435 the following new section: 
"SEC. 436. DERIVATIVE ELIGIBILITY FOR BENE

FITS. 
"(a) FOOD STAMPS.-Notwithstanding any 

other provision of law, an alien who under 
the provisions of this title is ineligible for 
benefits under the food stamp program (as 
defined in section 402(a)(3)(A)) shall not be 
eligible for such benefits because the alien 
receives benefits under the supplemental se
curity income program (as defined in section 
402(a)(3)(B)). 

"(b) MEDICAID.-Notwithstanding any 
other provision of this title, an alien who 
under the provisions of this title is ineligible 
for benefits under the medicaid program (as 
defined in section 402(b)(3)(C)) shall be eligi
ble for such benefits if the alien is receiving 
benefits under the supplemental security in
come program and title XIX of the Social Se
curity Act provides for such derivative eligi
bility. ". 

(b) CLERICAL AMENDMENT.- Section 2 of the 
Personal Responsibility and Work Oppor
t~nity Reconciliation Act of 1996 is amended 
by adding after the item related to section 
435 the following: 
" Sec. 436. Derivative eligibility for bene

fits.". 
SEC. 9306. EFFECTIVE DATE. 

Except as otherwise provided, the amend
ments made by this subtitle shall be effec
tive as if included in the enactment of title 
IV of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996. 

Subtitle E-Unemployment Compensation 
SEC. 9401. 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 purposes of section 303(a)(l) of the 
Social Security Act (42 U.S.C. 503(a)(l)), be 
considered a provision for a method of ad
ministra tion. 

(b) DEFINITIONS.- For purposes of this sec
tion, 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. 9402. INCREASE IN FEDERAL UNEMPLOY· 

MENT ACCOUNT CEILING. 
(a) IN GENERAL.-Section 902(a)(2) of the 

Social Security Act (42 U.S.C. 1102(a)(2)) is 
amended by striking " 0.25 percent" and in
serting " 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. 9403. SPECIAL DISTRIBUTION TO STATES 

FROM UNEMPLOYMENT TRUST 
FUND. 

(a) IN GENERAL.-Subsection (a) of section 
903 of the Social Security Act (42 U.S.C. 
1103(a)) is amended by adding at the end the 
following new paragraph: 

"(3)(A) Notwithstanding any other provi
sion of this section, for purposes of carrying 
out this subsection with respect to any ex
cess amount (referred to in paragraph (1)) re
maining in the employment security admin
istration account as of the close of fiscal 
year 1999, 2000, or 2001, such amount shall-

"(i) to the extent of any amounts not in ex
cess of $100,000,000, be subject to subpara
graph (B), and 

"(ii) to the extent of any amounts in ex
cess of $100,000,000, be subject to subpara
graph (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 suc
ceeding fiscal year), the ratio to be applied 
under such provisions shall be the same as 
the ratio that-

"(I) the amount of funds to be allocated to 
such State for such fiscal year pursuant to 
title III, bears to 

"(II) the total amount of funds to be allo
cated to all States for such fiscal year pursu
ant to title III, 
as determined by the Secretary of Labor, and 

"(ii) the amounts allocated to a State pur
suant to this subparagraph shall be available 
to such State, subject to the last sentence of 
subsection (c)(2) . 
Nothing in this paragraph shall preclude the 
application of subsection (b) with respect to 
any allocation determined under this sub
paragraph. 

"(C) Any amounts described in clause (ii) 
of subparagraph (A) (remaining in the em
ployment security administration account as 
of the close of any fiscal year specified in 
such subparagraph) shall, as of the beginning 
of the succeeding fiscal year, accrue to the 
Federal unemployment account, without re
gard 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 following: 
" 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 
incurred by it for the administration of its 
unemployment 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. '' 
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SEC. 9404. 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) of the Social Security Act (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 following new 
subparagraph: 

"(C) the average daily balance in the ac
count of such State in the Unemployment 
Trust Fund for each of 4 of the 5 calendar 
quarters preceding the calendar quarter in 
which such advances were made exceeds the 
funding goal of such State (as defined in sub
section (d))." 

(b) FUNDING GOAL DEFINED.- Section 1202 
of the Social Security Act is amended by 
adding at the end the following new sub
section: 

"(d) For purposes of subsection (b)(2)(C), 
the term 'funding goal' means, for any State 
for any calendar quarter, the average of the 
unemployment insurance benefits paid by 
such State during each of the 3 years, in the 
20-year period ending with the calendar year 
containing such calendar quarter, during 
which the State paid the greatest amount of 
unemployment benefits." 

(C) EFFEC'fIVE DATE.-The amendments 
made by this section shall apply to calendar 
years beginning after the date of the enact
ment of this Act. 
SEC. 9405. 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 
(relating 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 re
ceived by the individual during the calendar 
year for services as an election official or 
election worker is less than $1,000;". 

(b) EJ:t,FECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to service performed after the date of the en
actment of this Act. 
SEC. 9406. 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 
paragraph (20) and inserting"; or", and 

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

"(21) service performed by a person com
mitted to a penal institution." 

(b) EFFECTIVE DATE.- The amendments 
made by this section shall apply with respect 
to service performed after March 26, 1996. 
SEC. 9407. EXEMPTION OF SERVICE PERFORMED 

FOR AN ELEMENTARY OR SEC
ONDARY SCHOOL OPERATED PRI
MARILY FOR RELIGIOUS PURPOSES 
FROM THE FEDERAL UNEMPLOY· 
MENTTAX. 

(a) IN GENERAL.-Paragraph (1) of section 
3309(b) of the Internal Revenue Code of 1986 
(relating to exemption for certain services) 
is amended-

(1) 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 
section 501(c)(3), and which is exempt from 
tax under section 50l(a)". 

(b) EJ:t,FECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to service performed after the date of the en
actment of this Act. 
SEC. 9408. STATE PROGRAM INTEGRITY ACTIVI

TIES FOR UNEMPLOYMENT COM
PENSATION. 

Section 90l(c) of the Social Security Act 
(42 U.S.C. llOl(c)) is amended by adding at 
the end the following new paragraph: 

"(5)(A) There are authorized to be appro
priated out of the employment security ad
ministration account to carry out program 
integrity activities, in addition to any 
amounts available under paragraph 
(l)(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 
paragraph, the State shall expend a propor
tion of the funds appropriated pursuant to 
paragraph (l)(A)(i) to carry out program in
tegrity 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 integrity activi
ties in fiscal year 1997. 

"(C) For purposes of this paragraph, the 
term 'program integrity activities' means 
initial claims review activities, eligibility 
review activities, benefit payments control 
activities, and employer liability auditing 
activities.". 

Subtitle F-Increase in Public Debt Limit 

SEC. 9501. INCREASE IN PUBLIC DEBT LIMIT. 

Subsection (b) of section 3101 of title 31, 
United States Code, is amended by striking 
the dollar amount contained therein and in
serting "$5,950,000,000,000". 

TITLE X-COMMITTEE ON WAYS AND 
MEANS-MEDICARE 

SEC. 10000. AMENDMENTS TO SOCIAL SECURITY 
ACT AND REFERENCES TO OBRA; 
TABLE OF CONTENTS OF TITLE. 

(a) AMENDMENTS TO SOCIAL SECURITY 
ACT .-Except as otherwise specifically pro
vided, whenever 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 considered to be made to 
that section or other provision of the Social 
Security Act. 

(b) REFERENCES TO OBRA.-In this title, 
the terms " OBRA-1986", "OBRA-1987", 
"OBRA-1989", " OBRA-1990", and "OBRA-
1993" refer to the Omnibus Budget Reconcili
ation Act of 1986 (Public Law 99-509), the 
Omnibus Budget Reconciliation Act of 1987 
(Public Law 100--203), the Omnibus Budget 
Reconciliation Act of 1989 (Public Law 101-
239), the Omnibus Budget Reconciliation 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. 10000. Amendments to Social Security 
Act and references to OBRA; 
table of contents of title. 
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services. 
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health services. 

Sec. 10713. Clarification of part-time or 
intermittent nursing care. 

Sec. 10714. Study of definition of home
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Sec. 10715. Payment based on location where 
home health service is fur
nished. 

Sec. 10716. Normative standards for home 
health claims denials, 
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Sec. 10731. Limitation on payment based on 
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Sec. 10732. Phased-in limitation on hospital 
overhead and supervisory phy
sician component of direct med
ical education costs. 
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medigap special open enroll
ment period for certain mili
tary retirees and de pen den ts. 
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Sec. 10811. Statute of limitations. 
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Subtitle A- MedicarePlus Program 
CHAPTER 1-MEDICAREPLUS PROGRAM 

Subchapter A- MedicarePlus Program 
SEC. 10001. ESTABLISHMENT OF MEDICAREPLUS 

PROGRAM. 
(a) IN GENERAL.-Title XVIII is amended by 

redesignating part C as part D and by insert
ing after part B the following new part: 

" PART C-MEDICAREPLUS PROGRAM 
"ELIGIBILITY, ELECTION, AND ENROLLMENT 

"SEC. 1851. (a) CHOICE OF MEDICARE BENE
FITS THROUGH MEDICAREPLUS PLANS.-

"(l) IN GENERAL.-Subject to the provisions 
of this section, each MedicarePlus eligible 
individual (as defined in paragraph (3)) is en
titled to elect to receive benefits under this 
title-

"(A) through the medicare fee-for-service 
program under parts A and B, or 

"(B) through enrollment in a MedicarePlus 
plan under this part. 

"(2) TYPES OF MEDICAREPLUS PLANS THAT 
MAY BE AVAILABLE.-A MedicarePlus plan 
may be any of the following types of plans of 
health insurance: 

"(A) COORDINATED CARE PLANS.-Coordi
nated care plans which provide health care 
services, including health maintenance orga
nization plans and preferred provider organi
zation plans. 

"(B) PLANS OFFERED BY PROVIDER-SPON
SORED ORGANIZATION.-A MedicarePlus plan 
offered by a provider-sponsored organization, 
as defined in section 1855(e). 

"(C) COMBINATION OF MSA PLAN AND CON
TRIBUTIONS TO MEDICAREPLUS MSA.-An MSA 
plan, as defined in section 1859(b)(2), and a 
contribution into a MedicarePlus medical 
savings account (MSA). 

"(3) MEDICAREPLUS ELIGIBLE INDIVIDUAL.
"(A) IN GENERAL.- In this title, subject to 

subparagraph (B), the term 'MedicarePlus el-

igible individual' means an individual who is 
entitled to benefits under part A and en
rolled under part B. 

"(B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.-Such term shall not include an in
dividual medically determined to have end
stage renal disease, except that an individual 
who develops end-stage renal disease while 
enrolled in a MedicarePlus plan may con
tinue to be enrolled in that plan. 

"(b) SPECIAL RULES.-
"(l) RESIDENCE REQUIREMENT.-
" (A) IN GENERAL.-Except as the Secretary 

may otherwise provide, an individual is eligi
ble to elect a MedicarePlus plan offered by a 
MedicarePlus organization only if the orga
nization serves the geographic area in which 
the individual resides. 

"(B) CONTINUATION OF ENROLLMENT PER
MITTED.- Pursuant to rules specified by the 
Secretary, the Secretary shall provide that 
an individual may continue enrollment in a 
plan, notwithstanding that the individual no 
longer resides in the service area of the plan, 
so long as the plan provides benefits for en
rollees located in the area in which the indi
vidual resides. 

"(2) SPECIAL RULE FOR CERTAIN INDIVIDUALS 
COVERED UNDER FEHBP OR ELIGIBLE FOR VET
ERANS OR MILITARY HEALTH BENEl<"'ITS, .VET
ERANS.-

"(A) FEHBP.-An individual who is en
rolled in a health benefit plan under chapter 
89 of title 5, United States Code, is not eligi
ble 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 ensure that the 
enrollment of .such individuals in such plans 
will not result in increased expenditures 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 
subparagraph (A) in the case of individuals 
who are eligible 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 QUALI
FIED MEDICARE BENEFICIARIES AND OTHER MED
ICAID BENEFICIARIES TO ENROLL IN AN MSA 
PLAN.-An individual who is a qualified 
medicare beneficiary (as defined in section 
1905(p)(l)), a qualified 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 eli
gible to enroll in an MSA plan under this 
part-

"(i) on or after January 1, 2003, unless the 
enrollment is the continuation of such an en
rollment in effect as of such date; or 

"(ii) as of any date if the number of such 
individuals so enrolled as of such date has 
reached 500,000. 
Under rules established by the Secretary, an 
individual is not eligible to enroll (or con
tinue enrollment) in an MSA plan for a year 
unless the individual provides assurances 
satisfactory to the Secretary that the indi
vidual will reside in the United States for at 
least 183 days during the year. 

"(B) EVALUATION.-The Secretary shall 
regularly evaluate the impact of permitting 
enrollment in MSA plans under this part on 
selection (including adverse selection), use of 

preventive care , access to care, and the fi
nancial status of the Trust Funds under this 
title . 

"(C) REPORTS.-The Secretary shall submit 
to Congress periodic reports on the numbers 
of individuals enrolled in such plans and on 
the evaluation being conducted under sub
paragraph (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 re
moved and whether to change the numerical 
limitation under subparagraph (A)(ii). 

"(c) PROCESS FOR EXERCISING CHOICE.-
"(!) IN GENERAL.-The Secretary shall es

tablish a process through which elections de
scribed in subsection (a) are made and 
changed, including the form and manner in 
which such elections are made and changed. 
Such elections shall be made or changed only 
during coverage election periods specified 
under subsection (e) and shall become effec
tive as provided in subsection (f). 

"(2) COORDINATION THROUGH MEDICAREPLUS 
ORGANIZATIONS.-

"(A) ENROLLMENT.- Such process shall per
mit an individual who wishes to elect a 
MedicarePlus plan offered by a MedicarePlus 
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 
MedicarePlus plan offered by a MedicarePlus 
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 

individual who fails to make an election dur
ing an initial election period under sub
section (e)(l) is deemed to have chosen the 
medicare fee-for-service program option. 

"(ii) SEAMLESS CONTINUATION OF COV
ERAGE.-The Secretary may establish proce
dures under which an individual who is en
rolled in a health plan (other than 
MedicarePlus plan) offered by a 
MedicarePlus 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 
MedicarePlus 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 PERIODS.- 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) a MedicarePlus plan is discontinued , 
if the individual had elected such plan at the 
time of the discontinuation. 

"(d) PROVIDING INFORMATION TO PROMOTE 
INFORMED CHOICE.-

"(!) IN GENERAL.-The Secretary shall pro
vide for activities under this subsection to 
broadly disseminate information to medicare 
beneficiaries (and prospective medicare 
beneficiaries) on the coverage options pro
vided under this section in order to promote 
an active, informed selection among such op
tions. 

" (2) PROVISION OF NOTICE.-
" (A) OPEN SEASON NOTIFICATION.-At least 

30 days before the beginning of each annual, 
coordinated election period (as defined in 
subsection (e)(3)(B)), the Secretary shall 
mail to each MedicarePlus eligible indi
vidual residing in an area the following: 
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"(i) GENERAL INFORMATION.- The general 

information described in paragraph (3). 
" (ii) LIST OF PLANS AND COMPARISON OF 

PLAN OPTIONS.-A list identifying the 
MedicarePlus plans that are (or will be) 
available to residents of the area and infor
mation described in paragraph (4) concerning 
such plans. Such information shall be pre
sented in a comparative form. 

" (iii) MEDICAREPLUS MONTHLY CAPITATION 
RATE.- The amount of the monthly 
MedicarePlus capitation rate for the area. 

" (iv) ADDITIONAL INFORMATION.- Any other 
information that the Secretary determines 
will assist the individual in making the elec
tion under this section. 
The mailing of such information shall be co
ordinated with the mailing of any annual no
tice under section 1804. 

" (B) NOTIFICATION TO NEWLY MEDICAREPLUS 
ELIGIBLE INDIVIDUALS.-To the extent prac
ticable, the Secretary shall, not later than 2 
months before the beginning of the initial 
MedicarePlus enrollment period for an indi
vidual 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 
formatted using language that ii=; easily un
derstandable by medicare beneficiaries. 

" (D) PERIODIC UPDA'l'ING.-The information 
described in subparagraph (A) shall be up
dated on at least an annual basis to reflect 
changes in the availability of MedicarePlus 
plans and the benefits and monthly pre
miums (and net monthly premiums) for such 
plans. 

" (3) GENERAL INFORMATION.-'--General infor
mation under this paragraph, with respect to 
coverage under this part during a year, shall 
include the following: 

" (A) BENEFI'l'S UNDER FEE-FOR-SERVICE PRO
GRAM OPTION .- A general description of the 
benefits covered (and not covered) under the 
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 
billing. 

" (B) PART B PREMIUM.-The part B pre
mium rates that will be charged for part B 
coverage. 

"(C) ELECTION PROCEDURES.-lnformation 
and instructions on how to exercise election 
options under this section. 

" (D) RIGHTS.- The general description of 
procedural rights (including grievance and 
appeals procedures) of beneficiaries under 
the medicare fee-for-service program and the 
MedicarePlus program and right to be pro
tected against discrimination based on 
health status-related factors under section 
1852(b). 

" (E) INFORMATION ON MEDIGAP AND MEDI
CARE SELECT.-A general description of the 
benefits, enrollment rights, and other re
quirements applicable to medicare supple
mental policies under section 1882 and provi
sions relating to medicare select policies de
scribed in section 1882(t). 

" (F) POTENTIAL FOR CONTRACT TERMI
NATION.- The fact that a MedicarePlus orga
nization may terminate or refuse to renew 
its contract under this part and the effect 
the termination or nonrenewal of its con
tract may have on individuals enrolled with 
the MedicarePlus plan under this part. 

"(4) INFORMATION COMPARING PLAN OP
TIONS.- lnformation under this paragraph, 

with respect to a MedicarePlus plan for a 
year, sha ll include the following: 

" (A) BENEFITS.-The benefits covered (and 
not covered) under the plan, including-

" (!) covered items and services beyond 
those provided under the medicare fee-for
service program, 

"(11) any beneficiary cost sharing, 
"(11i) a ny maximum limitations on out-of

pocket expenses, and 
" (iv) in the case of an MSA plan, dif

ferences in cost sharing and balance billing 
under such a plan compared to under other 
MedicarePlus plans. 

"(B) PREMIUMS.- The monthly premium 
(and · net monthly premium), if any, for the 
plan. 

" (C) SERVICE AREA.-The service area of 
the plan. 

" (D) QUALITY AND PERFORMANCE.-To the 
extent available, plan quality and perform
ance indicators for the benefits under the 
plan (and how they compare to such indica
tors under the medicare fee-for-service pro
gram under parts A and B in the area in
volved) , including-

" (i) disenrollment rates for medicare en
rollees electing to receive benefits through 
the plan for the previous 2 years (excluding 
disenrollment due to death or moving out
side the plan's service area), 

" (ii) information on medicare enrollee sat
isfaction, 

" (iii) information on health outcomes, and 
" (iv) the recent record regarding compli

ance of the plan with requirements of this 
part (as determined by the Secretary). 

" (E) SUPPLEMENTAL BENEFITS OPTIONS.
Whether the organization offering the plan 
offers optional supplemental benefits and the 
terms and conditions (including premiums) 
for such coverage. 

. " (5) MAINTAINING A TOLL-FREE NUMBER AND 
INTERNET SITE.- The Secretary shall main
tain a toll-free number for inquiries regard
ing MedicarePlus options and the operation 
of this part in all areas in which 
MedicarePlus plans are offered and an Inter
net site through which individuals may elec
tronically obtain information on such op
tions and MedicarePlus plans. 

"(6) USE OF NONFEDERAL ENTITIES.-The 
Secretary may enter into contracts with 
non-Federal entities to carry out activities 
under this subsection. 

" (7) PROVISION OF INFORMATION.- A 
MedicarePlus organization shall provide the 
Secretary with such information on the or
ganization and each MedicarePlus plan it of
fers as may be required for the preparation 
of the information referred to in paragraph 
(2)(A). 

" (e) COVERAGE ELECTION PERIODS.-
" (1) INITIAL CHOICE UPON ELIGIBILITY TO 

MAKE ELECTION IF MEDICAREPLUS PLANS 
AVAILABLE TO INDIVIDUAL.-If, at the time an 
individua l first becomes entitled to benefits 
under part A and enrolled under part B, 
there is one or more MedicarePlus plans of
fered in the area in which the individual re
sides, the individual shall make the election 
under this section during a period (of a dura
tion and beginning at a time specified by the 
Secretary) at such time. Such period shall be 
specified in a manner so that, in the case of 
an individual who elects a MedicarePlus plan 
during the period, coverage under the plan 
becomes effective as of the first date on 
which the individual may receive such cov
erage. 

"(2) OPEN ENROLLMENT AND DISENROLLMENT 
OPPORTUNITIES.-Subject to paragraph (5)

" (A) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMEN'l' THROUGH 2000.-At any time 

during 1998, 1999, and 2000, a MedicarePlus el
igible individual may change the election 
under subsection (a)(l). 

"(B) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT FOR FIRST 6 MONTHS DURING 
2001.-

" (i) IN GENERAL.- Subject to clause (ii), at 
any time during the first 6 months of 2001, 
or, if the individual first becomes a 
MedicarePlus eligible individual during 2001, 
during the first 6 months during 2001 in 
which the individual is a MedicarePlus eligi
ble individual, a MedicarePlus eligible indi
vidual may change the election under sub
section (a)(l). 

" (ii) LIMITATION OF ONE CHANGE PER YEAR.
An individual may exercise the right under 
clause (i) only once during 2001. The limita
tion under this clause shall not apply to 
changes in elections effected during an an
nual, coordinated election period under para
graph (3) or during a special enrollment pe
riod under paragraph (4). 

" (C) CONTINUOUS OPEN ENROLLMENT AND 
DISENROLLMENT FOR FIRST 3 MONTHS IN SUBSE
QUENT YEARS.-

" (i) IN GENERAL.-Subject to clause (11), at 
any time during the first 3 months of a year 
after 2001, or, if the individual first becomes 
a MedicarePlus eligible individual during a 
year after 2001, during the first 3 months of 
such year in which the individual is a 
MedicarePlus eligible individual, a 
MedicarePlus eligible individual may change 
the election under subsection (a)(l). 

" (ii) LIMITATION OF ONE CHANGE PER YEAR.
An individual may exercise the right under 
clause (i) only once a year. The limitation 
under this clause shall not apply to changes 
in elections effected during an annual, co
ordinated election period under paragraph (3) 
or during a special enrollment period under 
paragraph (4). 

" (3) ANNUAL, COORDINATED ELECTION PE
RIOD.-

" (A) IN GENERAL.- Subject to paragraph 
(5), each individual who is eligible to make 
an election under this section may change 
such election during an annual, coordinated 
election period. 

"(B) ANNUAL, COORDINATED ELECTION PE
RIOD.- For purposes of this section, the term 
'annual, coordinated election period ' means, 
with respect to a calendar year (beg'inning 
with 2001), the month of October before such 
year. 

"(C) MEDICAREPLUS HEALTH FAIRS.-ln the 
month of October of each year (beginning 
with 1998), the Secretary shall provide for a 
nationally coordinated educational and pub
licity campaign to inform MedicarePlus eli
gible individuals about MedicarePlus plans 
and the election process provided under this 
section. 

"(4) SPECIAL ELECTION PERIODS.-Effective 
as of January 1, 2001, an individual may dis
continue an election of a MedicarePlus plan 
offered by a MedicarePlus organization other 
than during an annual, coordinated election 
period and make a new election under this 
section if-

" (A) the organization's or plan's certifi
cation under this part has been terminated 
or the organization has terminated or other
wise discontinued providing the plan; 

" (B) the individual is no longer eligible to 
elect the plan because of a change in the in
dividual's place of residence or other change 
in circumstances (specified by the Secretary, 
but not including termination of the individ
ual 's enrollment on the basis described in 
clause (i) or (ii) of subsection (g)(3)(B)); 

" (C) the individual demonstrates (in a c
cordance with guidelines established by the 
Secretary) that-
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" (i) the organization offering the plan sub

stantially violated a material provision of 
the organization's contract under this part 
in relation 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 ac
cordance with applicable quality standards); 
or 

"(ii) the organization (or an agent or other 
entity acting on the organization's behalf) 
materially misrepresented the plan's provi
sions in marketing the plan to the indi
vidual; or 

"(D) the individual meets such other ex
ceptional conditions as the Secretary may 
provide. 

"(5) SPECIAL RULES FOR MSA PLANS.-Not
withstanding the preceding provisions of this 
subsection, 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 months of October 1998 and Octo

ber 1999; and 
"(B) may not discontinue an election of an 

MSA plan except during the periods de
scribed in clause (ii) or (iii) of subparagraph 
(A) and under paragraph (4). 

"(f) EFFECTIVENESS 01', ELECTIONS AND 
CHANGES OF ELECTIONS.-

" (l) DURING INITIAL COVERAGE ELECTION PE
RIOD.- An election of coverage made during 
the initial coverage election period · under 
subsection (e)(l) shall take effect upon the 
date the individual becomes entitled to bene
fits under part A and enrolled under part B, 
except as the Secretary may provide (con
sistent 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 
following 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 following year. 

"(4) OTHER PERIODS.- An election or 
change of coverage made during any other 
period under subsection (e)(4) shall take ef
fect in such manner as the Secretary pro
vides in a manner consistent (to the extent 
practicable) with protecting continuity of 
health benefit coverage. 

"(g) GUARANTEED ISSUE AND RENEWAL.
"(l) IN GENERAL.- Except as provided in 

this subsection, a MedicarePlus organization 
shall provide that at any time during which 
elections are accepted under this section 
with respect to a MedicarePlus 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 MedicarePlus organization, in rela
tion to a MedicarePlus plan it offers, has a 
capacity limit and the number of 
MedicarePlus eligible individuals who elect 
the plan under this section exceeds the ca
pacity limit, the organization may limit the 
election of individuals of the plan under this 
section but only if priority in election is pro
vided-

"(A) first to such individuals as have elect
ed 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 
individuals (who seek to elect the plan). 
The preceding sentence shall not apply if it 
would result in the enrollment of enrollees 
substantially nonrepresentative, as deter
mined 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 MedicarePlus organization may not for 
any reason terminate the election of any in
dividual under this section for a 
MedicarePlus plan it offers. 

"(B) BASIS FOR TERMINATION OF ELECTION.
A MedicarePlus organization may terminate 
an individual's ·election under this section 
with respect to a MedicarePlus plan it offers 
if-

"(i) any net monthly 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 net monthly pre
miums), 

"(ii) the individual has engaged in disrup
tive behavior (as specified in such stand
ards) , 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 medicare fee-for
service program option described in sub
section (a)(l)(A). 

" (ii) TERMINATION BASED ON PLAN TERMI
NATION OR SERVICE AREA REDUCTION.-Any in
dividual whose election is terminated under 
subparagraph (B)(lii) shall have a special 
election period under subsection (e)(4)(A) in 
which to change coverage to coverage under 
another MedicarePlus plan. Such an indi
vidual who fails to make an election during 
such period is deemed to have chosen to 
change coverage to the medicare fee-for
service program option described in sub
section (a)(l)(A). 

"(D) ORGANIZATION OBLIGATION WITH RE
SPECT TO ELECTION FORMS.-Pursuant to a 
contract under section 1857, each 
MedicarePlus organization receiving an elec
tion form nder subsection (c)(2) shall trans
mit 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 Secretary may 
specify. 

"(h) APPROVAL OF MARKETING MATERIAL 
AND APPLICATION FORMS.-

"(1) SUBMISSION.-No marketing material 
or application form may be distributed by a 
MedicarePlus organization to (or for the use 
of) MedicarePlus eligible individuals unless-

"(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 all such material or form 
submitted and under such guidelines the Sec
retary 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 sub
mitted under paragraph (l)(A) to the Sec
retary or a regional office of the Department 
of Health and Human Services and the Sec
retary or the office has not disapproved the 
distribution of marketing material or form 
under paragraph (l)(B) with respect to a 
MedicarePlus plan in an area, the Secretary 
is deemed not to have disapproved such dis
tribution in all other areas covered by the 
plan and organization except to the extent 
that such material or form is specific only to 
an area involved. 

"(4) PROHIBITION OF CERTAIN MARKETING 
PRACTICES.- Each MedicarePlus organization 
shall conform to fair marketing standards, 
in relation to MedicarePlus plans offered 
under this part, included in the standards es
tablished under section 1856. Such standards 
shall include a prohibition against a 
MedicarePlus 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 indi
vidual. 

"(i) EFFECT OF ELECTION OF MEDICAREPLUS 
PLAN OPTION.-Subject to sections 1852(a)(5), 
1857(f)(2), and 1857(g)-

"(1) payments under a contract with a 
MedicarePlus organization under section 
1853(a) with respect to an individual electing 
a MedicarePlus plan offered by the organiza
tion shall be instead of the amounts which 
(in the absence of the contract) would other
wise be payable under parts A and B for 
items and services furnished to the indi
vidual, and 

"(2) subject to subsections (e) and (f) of 
section 1853, only the MedicarePlus organiza
tion shall be entitled to receive payments 
from the Secretary under this title for serv
ices furnished to the individual. 

" BENEFITS AND BENEFICIARY PROTECTIONS 
"SEC. 1852. (a) BASIC BENEFITS.-
" (l) IN GENERAL.-Except as provided in 

section 1859(b)(2) for MSA plans, each 
MedicarePlus plan shall provide to members 
enrolled under this part, through providers 
and other persons that meet the applicable 
requirements of this title and part A of title 
XI-

"(A) those items and services 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 
MedicarePlus plan (other than an MSA plan) 
offered by a MedicarePlus organization satis
fies paragraph (l)(A), with respect to benefits 
for items and services furnished other than 
through a provider that has a contract with 
the organization offering the plan, if the 
plan provides (in addition to any cost shar
ing provided for under the plan) for at least 
the total dollar amount of payment for such 
items and services as would otherwise be au
thorized under parts A and B (including any 
balance billing permitted under such parts). 

"(3) SUPPLEMENTAL BENEFITS.-
"(A) BENEFITS INCLUDED SUBJECT TO SEC

RETARY'S APPROVAL.-Each MedicarePlus or
ganization may provide to individuals en
rolled under this part, other than under an 
MSA plan, (without affording those individ
uals an option to decline the coverage) sup
plemental health care benefits that the Sec
retary may approve. The Secretary shall ap
prove any such supplemental benefits unless 
the Secretary determines that including 
such supplemental benefits would substan
tially discourage enrollment by 
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MedicarePlus eligible individuals with the 
organization. 

"(B) AT ENROLLEES' OPTION.-A 
MedicarePlus organization may provide to 
individuals enrolled under this part, other 
than under an MSA plan, supplemental 
health care benefits that the individuals may 
elect, at their option, to have covered. 

"(4) ORGANIZATION AS SECONDARY PAYER.
Notwithstanding any other provision of law, 
a MedicarePlus organization may (in the 
case of the provision of items and services to 
an individual under a MedicarePlus plan 
under circumstances 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 ac
cordance with the charges allowed under 
such a law, plan, or policy-

"(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 
individual has been paid under such law, 
plan, or policy for such services. 

"(5) NATIONAL COVERAGE DETERMINA
TIONS.-If there is a national coverage deter
mination made in the period beginning on 
the date of an announcement under section 
1853(b) and ending on the date of the next an
nouncement under such section and the Sec
retary projects that the determination will 
result in a significant change in the costs to 
a MedicarePlus organization of providing the 
benefits that are the su,bject of such national 
coverage determination and that such 
chang·e in costs was not incorporated in the 
determination of the annual MedicarePlus 
capitation rate under section 1853 included in 
the announcement made at the beginning of 
such period-

"(A) such determination shall not apply to 
contracts under this part until the first con
tract year that begins after the end of such 
period, and 

"(B) if such coverage determination pro
vides for coverage of additional benefits or 
coverage under additional circumstances, 
section 1851(1) 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, 
unless otherwise required by law. 

"(b) ANTIDISCRIMINATION.-
"(l) IN GENERAL.-A MedicarePlus organi

zation 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. 

"(2) CONSTRUCTION.-Paragraph (1) shall 
not be construed as requiring a MedicarePlus 
organization to enroll individuals who are 
determined to have end-stage renal disease, 
except as provided under section 
1851(a)(3)(B). 

"(c) DETAILED DESCRIPTION OF PLAN PROVI
SIONS.-A MedicarePlus organization shall 
disclose, in clear, accurate, and standardized 
form to each enrollee with a MedicarePlus 
plan offered by the organization under this 
part at the time of enrollment and at least 
annually thereafter, the following informa
tion regarding such plan: 

"(l) SERVICE AREA.-The plan's service 
area. 

"(2) BENEFITS.-Benefits offered (and not 
offered) under the plan offered, including in
formation 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 
MedicarePlus plans. 

"(3) AccEss.- The number, mix, and dis
tribution of plan providers. 

"(4) OUT-OF-AREA COVERAGE.-Out-of-area 
coverage provided by the plan. 

"(5) EMERGENCY COVERAGE.-Coverage of 
emergency services and urgently needed 
care, including-

"(A) 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 con
stitutes an emergency situation; 

"(B) the proqess and procedures of the plan 
for obtaining emergency services; and 

"(C) the locations of (i) emergency depart
ments, and (ii) other settings, in which plan 
physicians and hospitals provide emergency 
services and post-stabilization care. 

"(6) SUPPLEMENTAL BENEFITS.-Supple
mental benefits available from the organiza
tion offering the plan, including-

"(A) whether the supplemental benefits are 
optional, 

"(B) the supplemental benefits covered, 
and 

"(C) the premium price for the supple
mental benefits. 

"(7) PRIOR AUTHORIZATION RULES.-Rules 
regarding prior authorization or other re
view requirements that could result in non
payment. 

"(8) PLAN GRIEVANCE AND APPEALS PROCE
DURES.-Any appeal or grievance rights and 
procedures. 

"(9) QUALITY ASSURANCE PROGRAM.- A de
scription of the organization's quality assur
ance program under subsection (e). 

"(d) ACCESS TO SERVICES.-
"(l) IN GENERAL.-A MedicarePlus organi

zation offering a MedicarePlus 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 pro
vision of benefits; 

"(B) when medically necessary the organi
zation makes such benefits available and ac
cessible 24 hours a day and 7 days a week; 

"(C) the plan provides for reimbursement 
with respect to services which are covered 
under subparagraphs (A) and (B) and which 
are provided to such an individual other than 
through the organization, if-

"(i) the services were medically necessary 
and immediately required because of an un
foreseen illness, injury, or condition, and it 
was not reasonable given the circumstances 
to obtain the services through the organiza
tion, 

"(ii) the services were renal dialysis serv
ices and were provided other than through 
the organization 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 
guidelines established under paragraph (2); 

"(D) the organization provides access to 
appropriate providers, including credentialed 
specialists, for medically necessary treat
ment and services; and 

"(E) coverage is provided for emergency 
services (as defined in paragraph (3)) without 
regard to prior authorization or the emer
gency care provider's contractual relation
ship with the organization. 

"(2) GUIDELINES RESPECTING COORDINATION 
OF POST-STABILIZATION CARE.-A 
MedicarePlus plan shall comply with such 

guidelines as the Secretary may prescribe re
lating to promoting efficient and timely co
ordination 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 
services' means, with respect to an indi
vidual enrolled with an organization, covered 
inpatient and outpatient services that-

"(i) are furnished by a provider that is 
qualified to furnish such services under this 
title, and 

"(ii) are needed to evaluate or stabilize an 
emergency medical condition (as defined in 
subparagraph (B)). 

"(B) EMERGENCY MEDICAL CONDITION BASED 
ON PRUDENT LAYPERSON.-The term 'emer
gency medical condition' means a medical 
condition manifesting itself by acute symp
toms of sufficient severity such that a pru
dent layperson, who possesses an average 
knowledge of health and medicine, could rea
sonably expect the absence of immediate 
medical attention to result in-

"(1) placing the health of the individual 
(or, with respect to a pregnant woman, the 
health of the woman or her unborn child) in 
serious jeopardy, 

"(ii) serious impairment to bodily func
tions, or 

" (iii) serious dysfunction of any bodily 
organ or part. 

"(e) QUALITY ASSURANCE PROGRAM.-
"(l) IN GENERAL.- Each MedicarePlus orga

nization must have arrangements, consistent 
with any regulation, for an ongoing quality 
assurance program for health care services it 
provides to individuals enrolled with 
MedicarePlus plans of the organization. 

"(2) ELEMENTS OF PROGRAM.-The quality 
assurance program shall-

" (A) stress health outcomes and provide 
for the collection, analysis, and reporting of 
data (in accordance with a quality measure
ment system that the Secretary recognizes) 
that will permit measurement of outcomes 
and other indices of the quality of 
MedicarePlus plans and organizations; 

"(B) provide for the establishment of writ
ten protocols for utilization review, based on 
current standards of medical practice; 

"(C) provide review by physicians and 
other health care professionals of the process 
followed in the provision of such health care 
services; 

"(D) monitor and evaluate high volume 
and high risk services and the care of acute 
and chronic conditions; 

" (E) evaluate the continuity and coordina
tion of care that enrollees receive; 

"(F) have mechanisms' to detect both un
derutilization and overutilization of serv
ices; 

"(G) after identifying areas for improve
ment, establish or alter practice parameters; 

"(H) take action to improve quality and 
assesses the effectiveness of such action 
through systematic followup; 

"(I) make available information on quality 
and outcomes measures to facilitate bene
ficiary comparison and choice of health cov
erage options (in such form and on such 
quality and outcomes measures as the Sec
retary determines to be appropriate); 

"(J) be evaluated on an ongoing basis as to 
its effectiveness; 

"(K) include measures of consumer satis
faction; and 

"(L) provide the Secretary with such ac
cess to information collected as may be ap
propriate to monitor and ensure the quality 
of care provided under this part. 
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"(3) EXTERNAL REVIEW.-Each 

MedicarePlus organization shall, for each 
MedicarePlus plan it operates, have an 
agreement with an independent quality re
view and improvement organization ap
proved by the Secretary to perform functions 
of the type described in sections 1154(a)(4)(B) 
and 1154(a)(14) with respect to services fur
nished by MedicarePlus plans for which pay
ment is made under this title. 

" (4) TREATMENT OF ACCREDITATION.- The 
Secretary shall provide that a MedicarePlus 
organization is deemed to meet requirements 
of paragraphs (1) through (3) of this sub
section and subsection (h) (relating to con
fidentiality and accuracy of enrollee records) 
if the organization is accredited (and periodi
cally reaccredited) by a private organization 
under a process that the Secretary has deter
mined assures that the organization, as a 
condition of accreditation, applies and en
forces standards with respect to the require
ments involved that are no less stringent 
than the standards established under section 
1856 to carry out the respective require
ments. 

"(D COVERAGE DETERMINATIONS.-
"(!) DECISIONS ON NONEMERGENCY CARE._:_A 

MedicarePlus organization shall make deter
minations regarding authorization requests 
for nonemergency care on a timely basis, de
pending on the urgency of the situation. 

" (2) RECONSIDERATIONS.-
"(A) IN GENERAL.-Subject to subsection 

(g)(4), a reconsideration of a determination 
of an organization denying coverage shall be 
made within 30 days of the date of receipt of 
medical information, but not later than 60 
days after the date of the determination. 

" (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 other than a physician in
volved in the initial determination. 

"(g) GRIEVANCES AND APPEALS.-
"(!) GRIEVANCE MECHANISM.- Each 

MedicarePlus organization must provide 
meaningful procedures for hearing and re
solving grievances between the organization 
(including any entity or individual through 
which the organization provides health care 
services) and enrollees with MedicarePlus 
plans of the organization under this part. 

"(2) APPEALS.-An enrollee with a 
MedicarePlus plan of a MedicarePlus organi
zation 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 en
rollee is required to pay is entitled, if the 
amount in controversy is $100 or more, to a 
hearing before the Secretary to the same ex
tent as is provided in section 205(b) , and in 
any such hearing the Secretary 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 
section 205(g), and both the individual and 
the organization shall be entitled to be par
ties to that judicial review. In applying sec
tions 205(b) and 205(g) as provided in this 
paragraph, and in applying section 205(1) 
thereto, any reference therein to the Com
missioner of Social Security or the Social 
Security Administration shall be considered 
a reference to the Secretary or the Depart
ment of Health and Human Services, respec
tively. 

" (3) INDEPENDENT REVIEW OF CERTAIN COV
ERAGE DENIALS.-The Secretary shall con-

tract with an independent, outside entity to 
review and resolve reconsiderations that af
firm denial of coverage. 

" (4) EXPEDI'l'ED DETERMINATIONS AND RE
CONSIDERATIONS.-

" (A) RECEIPT OF REQUESTS.-An enrollee in 
a MedicarePlus plan may request, either in 
writing or orally, an expedited determina
tion or reconsideration by the MedicarePlus 
organization regarding a matter described in 
paragraph (2). The organization shall also 
permit the acceptance of such requests by 
physicians. 

"(B) ORGANIZATION PROCEDURES.-
" (!) IN GENERAL.-The MedicarePlus orga

nization shall maintain procedures for expe
diting organization determinations and re
considerations when, upon request of an en
rollee, the organization determines that the 
application of normal time frames 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. 

" (11) TIMELY RESPONSE.-In an urgent case 
described in clause (i), the org·anization shall 
notify the enrollee (and the physician in
volved, as appropriate) of the determination 
(or determination on the reconsideration) as 
expeditiously as the enrollee's health condi
tion requires, but not later than 72 hours (or 
24 hours in the case of a reconsideration) of 
the time of receipt of the request for the de
termination or reconsideration (or receipt of 
the information necessary to make the de
termination or reconsideration), or such 
longer period as the Secretary may permit in 
specified cases. 

" (h) CONFIDENTIALITY AND ACCURACY OF EN
ROLLEE RECORDS.-Each MedicarePlus orga
nization shall establish procedures-

"(!) to safeguard the privacy of individ
ually identifiable enrollee information, 

" (2) to maintain accurate and timely med
ical records and other health information for 
enrollees, and 

"(3) to assure timely access of enrollees to 
their medical information. 

" (i) INFORMATION ON ADVANCE DIREC
TIVES.-Each MedicarePlus organization 
shall meet the requirement of section 1866(f) 
(relating to maintaining written policies and 
procedures respecting advance directives). 

" (j) RULES REGARDING PHYSICIAN PARTICI
PATION.-

" (l) PROCEDURES.-Each MedicarePlus or
ganization shall establish reasonable proce
dures relating to the participation (under an 
agreement between a physician and the orga
nization) of physicians under MedicarePlus 
plans offered by the organization under this 
part. Such procedures shall include-

" (A) providing notice of the rules regard
ing participation, 

" (B) providing written notice of participa
tion decisions that are adverse to physicians, 
and 

" (C) providing a process within the organi
zation for appealing such adverse decisions, 
including the presentation of information 
and views of the physician regarding such de
cision. 

" (2) CONSULTATION IN MEDICAL POLICIES.-A 
MedicarePlus organization shall consult 
with physicians who have entered into par
ticipation agreements with the organization 
regarding the organization's medical policy, 
quality, and medical management proce
dures. 

" (3) PROHIBITING INTERFERENCE WITH PRO
VIDER ADVICE TO ENROLLEES.-

" (A) IN GENERAL.-Subject to subpara
graphs (B) and (C) , a MedicarePlus organiza-

tion (in relation to an individual enrolled 
under a MedicarePlus plan offered by the or
ganization under this part) shall not prohibit 
or otherwise restrict a covered health care 
professional (as defined in subparagraph (D)) 
from advising such an individual who is a pa
tient 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 plan, if the professional is acting within 
the lawful scope of practice. 

"(B) CONSCIENCE PROTECTION.-Subpara
graph (A) shall not be construed as requiring 
a MedicarePlus plan to provide, reimburse 
for, or provide coverage of a counseling or re
ferral service if the MedicarePlus organiza
tion offering the plan-

" (i) objects to the provision of such service 
on moral or religious grounds; and 

" (ii) in the manner and through the writ
ten instrumentalities such MedicarePlus or
ganization deems · appropriate, makes avail
able information on its policies regarding 
such service to prospective enrollees before 
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 disclo
sure requirements under State law or under 
the Employee Retirement Income Security 
Act of 1974. · 

" (D) HEALTH CARE PROFESSIONAL DE
FINED.-For purposes of this paragraph, the 
term 'health care professional' means a phy
sician (as defined in section 1861(r)) or other 
health care professional if coverage for the 
professional's services is provided under the 
MedicarePlus plan for the services of the 
professional. Such term includes a podia
trist, optometrist, chiropractor, psycholo
gist, dentist, physician assistant, physical or 
occupational therapist and therapy assist
ant, speech-language pathologist, audiol
ogist, registered or licensed pr·actical nurse 
(including nurse practitioner, clinical nurse 
specialist, certified registered nurse anes
thetist, and certified nurse-midwife), li
censed certified social worker, registered 
respiratory therapist, and certified res
piratory therapy technician. 

" (4) LIMITATIONS ON PHYSICIAN INCENTIVE 
PLANS.-

" (A) IN GENERAL.-No MedicarePlus orga
nization may operate any physician incen
tive plan (as defined in subparagraph (B)) un
less the following requirements are met: 

"(i) No specific payment is made directly 
or indirectly under the plan to a physician or 
physician group as an inducement to reduce 
or limit medically necessary services pro
vided with respect to a specific individual 
enrolled with the organization. 

"(ii) If the plan places a physician or phy
sician group at substantial financial risk (as 
determined by the Secretary) for services 
not provided by the physician or physician 
group, the organization-

" (!) provides stop-loss protection for the 
physician or group that is adequate and ap
propriate, based on standards developed by 
the Secretary that take into account the 
number of physicians placed at such substan
tial financial risk in the group or under the 
plan and the number of individuals enrolled 
with the organization who receive services 
from the physician or group, and 

" (II) conducts periodic surveys of both in
dividuals enrolled and individuals previously 
enrolled with the organization to determine 
the degree of access of such individuals to 
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services provided by the organization and 
satisfaction with the quality of such serv
ices. 

"(iii) The organization provides the Sec
retary with descriptive information regard
ing the plan, sufficient to permit the Sec
retary to determine whether the plan is in 
compliance with the requirements of this 
subparagraph. 

"(B) PHYSICIAN INCENTIVE PLAN DEFINED.
In this paragraph, the term 'physician incen
tive plan' means any compensation arrange
ment between a MedicarePlus organization 
and a physician or physician group that may 
directly or indirectly have the effect of re
ducing or limiting services provided with re
spect to individuals enrolled with the organi
zation under this part. 

"(5) LIMITATION ON PROVIDER INDEMNIFICA
TION .- A MedicarePlus organization may not 
provide (directly or indirectly) for a provider 
(or group of providers) to indemnify the or
ganization against any liability resulting 
from a civil action brought for any damage 
caused to an enrollee with a MedicarePlus 
plan of the organization under this part by 
the organization's denial of medically nec
essary care. 

"(k) TREATMENT OF SERVICES FURNISHED BY 
CERTAIN PROVIDERS.-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 · 
MedicarePlus organization (other than under 
an MSA plan) shall accept as payment in full 
for covered services under this title that are 
furnished to such an individual the amounts 
that the physician or other entity could col
lect if the individual were not so enrolled. 
Any penalty or other provision of law that 
applies to such a payment with respect to an 
individual entitled to benefits under this 
title (but not enrolled with a MedicarePlus 
organization under this part) also applies 
with respect to an individual so enrolled. 

" (l) DISCLOSURE OF USE OF DSH AND TEACH
ING HOSPITALS.-Each MedicarePlus organi
zation shall provide the Secretary with in
formation on-

"(1) the extent to which the organization 
provides inpatient and outpatient hospital 
benefits under this part--

"(A) through the use of hospitals that are 
eligible for additional payments under sec
tion 1886(d)(5)(F)(i) (relating to so-called 
DSH hospitals), or 

"(B) through the use of teaching hospitals 
that receive payments under section 1886(h); 
and 

"(2) 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. 
"PAYMEN'rS TO MEDICAREPLUS ORGANIZATIONS 

" SEC. 1853. (a) PAYMENTS TO ORGANIZA
TIONS.-

"(1) MONTHLY PAYMEN'l'S.-
"(A) IN GENERAL.-Under a contract under 

section 1857 and subject to subsections (e) 
and (f), the Secretary shall make monthly 
payments under this section in advance to 
each MedicarePlus organization, with re
spect to coverage of an individual under this 
part in a MedicarePlus payment area for a 
month, in an amount equal to 1/J.2 of the an
nual MedicarePlus 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, institutional status, and such other 
factors as the Secretary determines to be ap-

propriate, so as to ensure actuarial equiva
lence. The Secretary may add to, modify, or 
substitute for such factors, if such changes 
wlll improve the determination of actuarial 
equivalence. 

"(B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.-The Secretary shall establish sepa
rate rates of payment to a MedicarePlus or
ganization with respect to classes of individ
uals determined to have end-stage renal dis
ease and enrolled in a MedicarePlus plan of 
the organization. Such rates of payment 
shall be actuarially equivalent to rates paid 
to other enrollees in the MedicarePlus pay
ment area (or such other area as specified by 
the Secretary). In accordance with regula
tions, the Secretary shall provide for the ap
plication of the seventh sentence of section 
1881(b)(7) to payments under this section cov
ering the provision of renal dialysis treat
ment in the same manner as such sentence 
applies to composite rate payments de
scribed in such sentence. 

"(2) ADJUSTMENT TO REFLECT NUMBER OF 
ENROLLEES.-

"(A) IN GENERAL.-The amount of payment 
under this subsection may be retroactively 
adjusted to take into account any difference 
between the actual number of individuals en
rolled with an organization under this part 
and the number of such individuals esti
mated to be so enrolled in determining the 
amount of the advance payment. 

"(B) SPECIAL RULE FOR CERTAIN ENROLL
EES.-

"(i) IN GENERAL.-Subject to clause (ii), the 
Secretary may make retroactive adjust
ments under subparagraph (A) to take into 
account individuals enrolled during the pe
riod beginning on the date on which the indi
vidual enrolls with a MedicarePlus organiza
tion under a plan operated, sponsored, or 
contributed to by the individual's employer 
or former employer (or the employer or 
former employer of the individual's spouse) 
and ending on the date on which the indi
vidual 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 (1) with respect to any in
dividual who does not certify that the orga
nization provided the individual with the in
formation required to be disclosed under sec
tion 1852(c) at the time the individual en
rolled with the organization. 

"(3) ESTABLISHMENT OF RISK ADJUSTMENT 
FACTORS.-

"(A) REPORT.-The Secretary shall de
velop, and submit to Congress by not later 
than October 1, 1999, a report on a method of 
risk adjustment of payment rates under this 
section that accounts for variations in per 
capita costs based on health status. Such re
port shall include an evaluation of such 
method by an outside, independent actuary 
of the ac tuarial soundness of the proposal. 

"(B) DATA COLLECTION.-In order to carry 
out this paragraph, the Secretary shall re
quire MedicarePlus organizations (and eligi
ble organizations with risk-sharing contracts 
under section 1876) to submit, for periods be
ginning on or after January 1, 1998, data re
garding inpatient hospital services and other 
services and other information the Secretary 
deems necessary. 

"(C) INITIAL IMPLEMENTATION.- The Sec
retary shall first provide for implementation 
of a risk adjustment methodology that ac
counts for variations in per capita costs 
based on health status and other demo
graphic factors for payments by no later 
than January l, 2000. 

"(b) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.-

"(l) ANNUAL ANNOUNCEMENT.- The Sec
retary shall annually determine, and shall 
announce (in a manner intended to provide 
notice to interested parties) not later than 
August 1 before the calendar year con
cerned-

"(A) the annual MedicarePlus capitation 
rate for each MedicarePlus 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 MedicarePlus organizations of proposed 
changes to be made in the methodology from 
the methodology and assumptions used in 
the previous announcement and shall provide 
such organizations an opportunity to com
ment on such proposed changes. 

"(3) EXPLANATION OF ASSUMPTIONS.-In 
each announcement made under paragraph 
(1), the Secretary shall inclu.de an expla
nation of the assumptions and changes in 
methodology used in the announcement in 
sufficient detail so that MedicarePlus orga
nizations can compute monthly adjusted 
MedlcarePlus capitation rates for individ
uals in each MedicarePlus payment area 
which is in whole or in part within the serv
ice area of such an organization. 

"(C) CALCULATION OF ANNUAL 
MEDICAREPLUS CAPITATION RATES.-

"(l) IN GENERAL.-For purposes of this 
part, each annual MedicarePlus capitation 
rate, for a MedicarePlus payment area for a 
contract year consisting of a calendar year, 
is equal to the largest of the amounts speci
fied in the following subparagraphs (A), (B), 
or (C): 

"(A) BLENDED CAPITATION RATE.- The sum 
of-

"(i) area-specific percentage for the year 
(as specified under paragraph (2) for the 
year) of the annual area-specific 
MedicarePlus capitation rate for the year for 
the MedicarePlus payment area, as deter
mined under paragraph (3), and 

"(ii) national percentage (as specified 
under paragraph (2) for the year) of the 
input-price-adjusted annual national 
MedicarePlus capitation rate for the year, as 
determined under paragraph (4), 
multiplied by the payment adjustment fac
tors described in subparagraphs (A) and (B) 
of paragraph (5). 

"(B) MINIMUM AMOUNT.-12 multiplied by 
the following amount: 

"(i) For 1998, $350 (but not to exceed, in the 
case of an area outside the 50 States and the 
District of Columbia, 150 percent of the an
nual per capita rate of payment for 1997 de
termined 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 na
tional per capita MedicarePlus growth per
centage, specified under paragraph (6) for 
that succeeding year. 

"(C) MINIMUM PERCENTAGE INCREASE.-
''(i) For 1998, 102 percent of the annual per 

capita rate of payment for 1997 determined 
under section 1876(a)(l)(C) for the 
MedicarePlus payment area. 

"(ii) For a subsequent year, 102 percent of 
the annual MedicarePlus capitation rate 
under this paragraph for the area for the pre
vious year. 
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"(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 80 percent and the 'national percentage' is 
20 percent, 

" (C) for 2000, the 'area-specific percentage ' 
is 70 percent and the 'national percentage' is 
30 percent, 

"(D) for 2001, the 'area-specific percentage' 
is 60 percent and the 'national percentage ' is 
40 percent, and 

" (E) for a year after 2001 , the ' ar~a-specific 

percentage ' is 50 percent and the 'national 
percentage' is 50 percent. 

" (3) ANNUAL AREA-SPECIFIC MEDICAREPLUS 
CAPITATION RATE.- For purposes of paragraph 
(l)(A), the annual area-specific MedicarePlus 
capitation rate for a MedicarePlus payment 
area-

" (A) for 1998 is 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 MedicarePlus growth 
percentage for 1998 (as defined in paragraph 
(6)); or 

"(B) for a subsequent year is the annual 
area-specific MedicarePlus capitation rate 
for the previous year determined under this 
paragraph for the area, increased by the na
tional per capita MedicarePlus growth per
centage for such subsequent year. 

" (4) INPUT-PRICE-ADJUSTED ANNUAL NA
TIONAL MEDICAREPLUS CAPITATION RATE.-

" (A) IN GENERAL.- For purposes of para
graph (l)(A), the input-price-adjusted annual 
national MedicarePlus capitation rate for a 
MedicarePlus payment area for a year is 
equal to the sum, for all the types of medi
care services (as classified by the Secretary), 
of the product (for each such type of service) 
of-

" (i) the national standardized annual 
MedicarePlus 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 such services in the area compared 
to the national average input price of such 
services. 
In applying clause (iii), the Secretary shall , 
subject to subparagraph (C), apply those in
dices under this title that are used in apply
ing (or updating) national payment rates for 
specific areas and localities. 

"(B) NATIONAL STANDARDIZED ANNUAL 
MEDICAREPLUS CAPITATION RATE.-In subpara
graph (A)(i), the 'national standardized an
nual MedicarePlus capitation rate' for a year 
is equal to-

" (i) the sum (for all MedicarePlus payment 
areas) of the product of-

" (I) the annual area-specific MedicarePlus 
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, 
multiplied by the average of the risk factor 
weights used to adjust payments under sub
section (a)(l)(A) for such beneficiaries in 
such area; divided 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; 

" (ii) the proportions described in subpara
graph (A)(ii)-

" (I) for part A services shall be the ratio 
(expressed a s a percentage) of the national 
average annual per capita rate of payment 
for part A for 1997 to the total national aver
age 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 
adjusted by the index used under section 
1886(d)(3)(E) to adjust payment rates for rel
ative hospital wage levels for hospitals lo
cated 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 phy
sicians' 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 
determined to have end stage renal disease. 
The Secretary may continue to apply the 
rules described in this subparagraph (or simi
lar rules) for 1999. 

" (5) PAYMENT ADJUSTMENT BUDGET NEU
TRALITY FACTORS.-For purposes of para
graph (l)(A)-

" (A) BLENDED RATE PAYMENT ADJUSTMENT 
FACTOR.-For each year, the Secretary shall 
compute a blended rate payment adjustment 
factor such that, not taking into account 
subparagraphs (B) and (C) of paragraph (1) 
and the application of the payment adjust
ment factor described in subparagraph (B), 
the aggregate Gf the payments that would be 
made under this part is equal to the aggre
gate payments that would have been made 
under this part (not taking into account 
such subparagraphs and such other adjust
ment factor) if the area-specific percentage 
under paragraph (1) for the year had been 100 
percent and the national percentage had 
been 0 percent. 

"(B) FLOOR-AND-MINIMUM-UPDATE PAYMENT 
ADJUSTMENT FACTOR.-For each year, the 
Secretary shall compute a floor-and-min
imum-update payment adjustment factor so 
that, taking into account the application of 
the blended rate payment adjustment factor 
under subparagraph (A) and subparagraphs 
(B) and (C) of paragraph (1) and the applica
tion of the adjustment factor under this sub
paragraph, the aggregate of the payments 
under this part shall not exceed the aggre
gate payments that would have been made 
under this part if subparagraphs (B) and (C) 
of paragraph (1) did not apply and if the 
floor-and-minimum-update payment adjust
ment factor under this subparagraph was 1. 

" (6) NATIONAL PER CAPITA MEDICAREPLUS 
GROWTH PERCENTAGE DEFINED.-
. "(A) IN GENERAL.-In this part, the 'na
tional per capita MedicarePlus growth per
centage' for a year is the percentage deter
mined 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 
this title for an individual entitled to bene
fits under part A and enrolled 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 enroll-

ees with end-stage renal disease. Such per
centage shall include an adjustment for over 
or under projection in the growth percentage 
for previous years. 

" (B) ADJUSTMENT.- The number of percent-
age points specified in this subparagraph is

" (1) for 1998, 0.5 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. 
" (d) MEDICAREPLUS PAYMENT AREA DE

FINED.-
" (l) IN GENERAL.-In this part, except as 

provided in paragraph (3), the term 
'MedicarePlus payment area' means a coun
ty, or equivalent area specified by the Sec
retary. 

" (2) RULE FOR ESRD BENEFICIARIES.-In the 
case of individuals who are determined to 
have end stage renal disease, the 
MedicarePlus 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 
contract year (beginning after 1998) made at 
least 7 months before the beginning of the 
year, the Secretary shall make a geographic 
adjustment to a MedicarePlus payment area 
in the State otherwise determined under 
paragraph (1)-

"(i) to a single statewide MedicarePlus 
payment area, 

" (ii) to the metropolitan based system de
scribed in subparagraph (C), or 

" (iii) to consolidating into a single 
MedicarePlus payment area noncontiguous 
counties (or equivalent areas described in 
paragraph (1)) within a State. 
Such adjustment shall be effective for pay
ments for months beginning with January of 
the year following the year in which the re
quest is received. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-ln 
the case of a State requesting an adjustment 
under this paragraph, the Secretary shall ad
just the payment rates otherwise established 
under this section for MedicarePlus 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 MedicarePlus payment areas 
in the State in the absence of the adjustment 
under this paragraph. 

" (C) METROPOLITAN BASED SYSTEM.- The 
metropolitan based system described in this 
subparagraph is one in which-

" (i) all the portions of each metropolitan 
statistical area in the State or in the case of 
a consolidated metropolitan statistical area, 
all of the portions of each primary metro
politan statistical area within the consoli
dated area within the State, are treated as a 
single MedicarePlus payment area, and 

" (ii) all areas in the State that do not fall 
within a metropolitan statistical area are 
treated as a single MedicarePlus payment 
area. 

" (D) AREAS.-In subparagraph (C), the 
terms 'metropolitan statistical area ' , 'con
solidated metropolitan statistical area ' , and 
'primary metropolitan statistical area' mean 
any area designated as such by the Secretary 
of Commerce. 

" (e) SPECIAL RULES FOR INDIVIDUALS 
ELECTING MSA PLANS.-

"(1) IN GENERAL.- If the amount of the 
monthly premium for an MSA plan for a 
MedicarePlus payment area for a year is less 
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than 1h2 of the annual MedicarePlus ca pi ta
tion 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 MedicarePlus MSA es
tablished (and, if applicable, designated) by 
the individual under paragraph (2). 

"(2) ESTABLISHMENT AND DESIGNATION OF 
MEDICAREPLUS MEDICAL SAVINGS ACCOUNT AS 
REQUIREMENT FOR PAYMENT OF CONTRIBU
TION.-In the case of an individual who has 
elected coverage under an MSA plan, no pay
ment shall be made under paragraph (1) on 
behalf of an individual for a month unless 
the individual-

"(A) has established before the beginning 
of the month (or by such other deadline as 
the Secretary may specify) a MedicarePlus 
MSA (as defined in section 138(b)(2) of the In
ternal Revenue Code of 1986), and 

"(B) if the individual has established more 
than one such MedicarePlus MSA, has des
ignated one of such accounts as the individ
ual's MedicarePlus MSA for purposes of this 
part. 
Under rules under this section, such an indi
vidual may change the designation of such 
account under subparagraph (B) for purposes 
of this part. 

"(3) LUMP SUM DEPOSIT OF MEDICAL SAVINGS 
ACCOUNT CONTRIBUTION.- In the case of an in
dividual electing an MSA plan effective be
ginning with a month in a year, the amount 
of the contribution to the MedicarePlus MSA 
on behalf 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 termination of such an election as 
of a month before the end of a year, the Sec
retary shall provide for a procedure for the 
recovery of deposits attributable to the re
maining months in the year. 

"(f) PAYMENTS FROM TRUST FUND.-The 
payment to a MedicarePlus organization 
under this section for individuals enrolled 
under this part with the organization and 
payments to a MedicarePlus MSA under sub
section (e)(l) shall be made from the Federal 
Hospital Insurance Trust Fund and the Fed
eral Supplementary Medical Insurance Trust 
Fund in such proportion as the Secretary de
termines reflects the relative weight that 
benefits under part A and under part B rep
resents of the actuarial value of the total 
benefits under this title. Monthly payments 
otherwise payable under this section for Oc
tober 2001 shall be paid on the last business 
day of September 2001. 

"(g) SPECIAL RULE FOR CERTAIN INPATIENT 
HOSPITAL STAYS.-In the case of an indi
vidual who is receiving inpatient hospital 
services from a subsection (d) hospital (as 
defined in section 1886(d)(l)(B)) as of the ef
fective date of the individual's-

, '(l) election under this part of a 
MedicarePlus plan offered by a MedicarePlus 
organization-

" (A) payment for such services until the 
date of the individual's discharge shall be 
made under this title through the 
MedicarePlus plan or the medicare fee-for
service program option described in section 
1851(a)(l)(A) (as the case may be) elected be
fore the election with such organization, 

"(B) the elected organization shall not be 
financially responsible for payment for such 
services until the date after the date of the 
individual '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 MedicarePlus organization under this 
part-

"(A) the organization shall be financially 
responsible for payment for such services 
after such date and until the date of the indi
vidual 's discharge, 

"(B) payment for such services during the 
stay shall not be made under section 1886(d) 
or by any succeeding MedicarePlus organiza
tion, and 

"(C) the terminated organization shall not 
receive any payment with respect to the in
dividual under this part during the period 
the individual is not enrolled. 

"PREMIUMS 
"SEC. 1854. (a) SUBMISSION AND CHARGING OF 

PREMIUMS.-
"(1) IN GENERAL.-Subject to paragraph (3), 

each MedicarePlus organization shall file 
with the Secretary each year, in a form and 
manner and at a time specified by the Sec
retary-

"(A) the amount of the monthly premium 
for coverage for services under section 
1852(a) under each MedicarePlus plan it of
fers under this part in each MedicarePlus 
payment area (as defined in section 1853(d)) 
in which the plan is being offered; and 

"(B) the enrollment capacity in relation to 
the plan in each such area. 

"(2) TERMINOLOGY.-In this part-
"(A) the term 'monthly premium' means, 

with respect to a MedicarePlus plan offered 
by a MedicarePlus organization, the monthly 
premium filed under paragraph (1), not tak
ing into account the amount of any payment 
made toward the premium under section 
1853; and 

"(B) the term 'net monthly premium' 
means, with respect to such a plan and an in
dividual enrolled with the plan, the premium 
(as defined in subparagraph (A)) for the plan 
reduced by the amount of payment made to
ward such premium under section 1853. 

"(b) MONTHLY PREMIUM CHARGED.-The 
monthly amount of the premium charged by 
a MedicarePlus organization for a 
MedicarePlus plan offered in a MedicarePlus 
payment area to an individual under this 
part shall be equal to the net monthly pre
mium plus any monthly premium charged in 
accordance with subsection (e)(2) for supple
mental benefits. 

"(c) UNIFORM PREMIUM.-The monthly pre
mium and monthly amount charged under 
subsection (b) of a MedicarePlus organiza
tion under this part may not vary among in
dividuals who reside in the same 
MedicarePlus payment area. 

"(d) T.ERMS AND CONDITIONS OF IMPOSING 
PREMIUMS.-Each MedicarePlus organization 
shall permit the payment of net monthly 
premiums on a monthly basis and may ter
minate election of individuals for a 
MedicarePlus plan for failure to make pre
mium payments only in accordance with sec
tion 185l(g)(3)(B)(i). A MedicarePlus organi
zation is not authorized to provide for cash 
or other monetary rebates as an inducement 
for enrollment or otherwise. 

"(e) LIMITATION ON ENROLLEE COST-SHAR
ING.-

','(l) FOR BASIC AND ADDITIONAL BENEFITS.
Except as provided in paragraph (2), in no 
event may-

"(A) the net monthly premium (multiplied 
by 12) and the actuarial value of the 
deductibles, coinsurance, and copayments 
applicable on average to individuals enrolled 
under this part with a MedicarePlus plan of 
an organization with respect to required ben
efits described in section 1852(a)(l) and addi
tional benefits (if any) required under sub
section (f)(l) for a year, exceed 

"(B) the actuarial value of the deductibles, 
coinsurance, and copayments that would be 

applicable on average to individuals entitled 
to benefits under part A and enrolled under 
part B if they were not members of a 
MedicarePlus organization for the year. 

"(2) FOR SUPPLEMENTAL BENEFITS.-If the 
MedicarePlus organization provides to its 
members enrolled under this part supple
mental benefits described in section 
1852(a)(3), the sum of the monthly premium 
rate (multiplied by 12) charged for such sup
plemental benefits and the actuarial value of 
its deductibles, coinsurance, and copayments 
charged with respect to such benefits may 
not exceed the adjusted community rate for 
such benefits (as defined in subsection (f)(4)). 

"(3) EXCEPTION FOR MSA PLANS.-Para
graphs (1) and (2) do not apply to an MSA 
plan. 

"(4) DETERMINATION ON OTHER BASIS.-If the 
Secretary determines that adequate data are 
not available to determine the actuarial 
value under paragraph (l)(A) or (2), the Sec
retary may determine such amount with re
spect to all individuals in the MedicarePlus 
payment area, the State, or in the United 
States, eligible to enroll in the MedicarePlus 
plan involved under this part or on the basis 
of other appropriate data. 

"(f) REQUIREMENT FOR ADDITIONAL BENE
FITS.-

"(1) REQUIREMENT.-
"(A) IN GENERAL.-Each MedicarePlus or

ganization (in relation to a MedicarePlus 
plan it offers) shall provide that if there is 
an excess amount (as defined in subpara
graph (B)) for the plan for a contract year, 
subject to the succeeding provisions of this 
subsection, the organization shall provide to 
individuals such additional benefits (as the 
organization may specify) in a value which 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 orga
nization 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, exceeds 

"(ii) the actuarial value of the required 
benefits described in section 1852(a)(l) under 
the plan for individuals under this part, as 
determined based upon an adjusted commu
nity rate described in paragraph (4) (as re
duced for the actuarial value of the coinsur
ance 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 orga
nization for the year under paragraph (2). 

"(D) No APPLICATION TO MSA PLANS.-Sub
paragraph (A) shall not apply to an MSA 
plan. 

"(E) UNIFORM APPLICATION.-This para
graph shall be applied uniformly for all en
rollees for a plan in a MedicarePlus payment 
area. 

"(F) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing a 
MedicarePlus organization from providing 
health care benefits that are in addition to 
the benefits otherwise required to be pro
vided under this paragraph and from impos
ing a premium for such additional benefits. 

"(2) STABILIZATION FUND.-A MedicarePlus 
organization may provide that a part of the 
value of an ·excess amount described in para
graph (1) be withheld and reserved in the 
Federal Hospital Insurance Trust Fund and 
in the Federal Supplementary Medical Insur
ance Trust Fund (in such proportions as the 
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Secretary determines to be appropriate) by 
the Secretary for subsequent annual con
tract periods, to the extent required to sta
bilize and prevent undue fluctuations in the 
additional benefits offered in those subse
quent periods by the organization in accord
ance with such paragraph. Any of such value 
of the amount reserved which is not provided 
as additional benefits described in paragraph 
(l)(A) to individuals electing the 
MedicarePlus plan of the organization in ac
cordance with such paragraph prior to the 
end of such periods, shall revert for the use 
of such trust funds. 

" (3) DETERMINATION BASED ON INSUFFICIENT 
DATA.-For purposes of this subsection, if the 
Secretary finds that there is insufficient en
rollment experience (including no enroll
ment experience in the case of a provider
sponsored organization) to determine an av
erage of the capitation payments to be made 
under this part at the beginning of a con
tract period, the Secretary may determine 
such an average based on the enrollment ex
perience of other contracts entered into 
under this part. 

"(4) ADJUSTED COMMUNITY RATE.-
"(A) IN GENERAL.-For purposes of this sub

section, subject to subparagraph (B), the. 
term 'adjusted community rate' for a service 
or services means, at the election of a 
MedicarePlus organization, either-

"(i) the rate of payment for that service or 
services which the Secretary annually deter
mines would apply to an individual electing 
a MedicarePlus plan under this part if the 
rate of payment were determined under a 
'community rating system' (as defined in 
section 1302(8) of the Public Health Service 
Act, other than subparagraph (C)). or 

" (ii) such portion of the weighted aggre
gate premium, which the Secretary annually 
estimates would apply to such an individual, 
as the Secretary annually estimates is at
tributable to that service or services, 
but adjusted for differences between the uti
lization characteristics of the individuals 
electing coverage under this part and the 
utilization characteristics of the other en
rollees with the plan (or, if the Secretary 
finds that adequate data are not available to 
adjust for those differences, the differences 
between the utilization characteristics of in
dividuals selecting other MedicarePlus cov
erage, or MedicarePlus eligible individuals in 
the area, in the State, or in the United 
States, eligible to elect MedicarePlus cov
erage 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). 

"(B) SPECIAL RULE FOR PROVIDER-SPON
SORED ORGANIZATIONS.- In the case of a 
MedicarePlus organization that is a pro
vider-sponsored organization, the adjusted 
community rate under subparagraph (A) for 
a MedicarePlus plan of the organization may 
be computed (in a manner specified by the 
Secretary) 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. 

" (g) PERIODIC AUDITING.-The Secretary 
shall provide for the annual auditing of the 
financial records (including data relating to 
medicare utilization, costs, and computation 
of the adjusted community rate) of at least 
one-third of the MedicarePlus organizations 
offering MedicarePlus plans under this part. 
The Comptroller General shall monitoring 
auditing activities conducted under this sub
section. 

"(h) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.-No State may impose a 

premium tax or similar tax with respect to 
premiums on MedicarePlus plans or the of
fering of such plans. 
" ORGANIZATIONAL AND FINANCIAL REQUIRE

MENTS FOR MEDICAREPLUS ORGANIZATIONS; 
PROVIDER-SPONSORED ORGANIZATIONS 
" SEC. 1855. (a) ORGANIZED AND LICENSED 

UNDER STATE LAW.-
"(l) IN GENERAL.-Subject to paragraphs (2) 

and (3), a MedicarePlus organization shall be 
organized 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. 

" (2) SPECIAL EXCEPTION FOR PROVIDER-SPON
SORED ORGANIZATIONS.-

"(A) IN GENERAL.- In the case of a pro
vider-sponsored organization that seeks to 
offer a MedicarePlus plan in a State, the 
Secretary shall waive the requirement of 
paragraph (1) that the organization be li
censed in that State if-

" (i) the organization files an application 
for such waiver with the Secretary, 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 sub
paragraph (B), (C), or (D) has been met. 

" (B) FAILURE TO ACT ON LICENSURE APPLICA
TION ON A TIMEL y BASIS.-A ground for ap
proval of such a waiver application 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 re
ceipt of the completed application. No period 
before the date of the enactment of this sec
tion shall be included in determining such 
90-day period. 

" (C) DENIAL OF APPLICATION BASED ON DIS
CRIMINATORY TREATMEN'l'.-A ground for ap
proval of such a waiver application is that 
the State has denied such a licensing appli
cation and-

" (i) the State has imposed documentation 
or information requirements not related to 
solvency requirements that are not generally 
applicable to other entities engaged in sub
stantially similar business, or 

" (ii) the standards or review process im
posed by the State as a condition of approval 
of the license imposes any material require
ments, procedures, or standards (other than 
requirements and standards relating to sol
vency) to such organizations that are not 
generally applicable to other entities en
gaged in substantially similar business. 

"(D) DENIAL OF APPLICATION BASED ON AP
PLICATION OF SOLVENCY REQUIREMENTS.-A 
ground for approval of such a waiver applica
tion is that the State has denied such a li
censing application based (in whole or in 
part) on the organization's failure to meet 
applicable solvency 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 any documentation 
or information requirements relating to sol
vency or other material requirements, proce
dures. or standards relating to solvency that 
are different from the requirements, proce
dures, and standards applied by the Sec
retary under subsection (d)(2). 
For purposes of this subparagraph, the term 
'solvency requirements' means requirements 
relating to solvency and other matters cov
ered under the standards established under 
section 1856(a). 

" (E) TREATMENT OF WAIVER.-ln the case of 
a waiver granted under this paragraph for a 
provider-sponsored organization-

" (i) the waiver shall be effective for a 36-
month period, except it may be renewed 
based on a subsequent application filed dur
ing the last 6 months of such period, and 

" (ii) any provisions of State law which re
late to the licensing of the organization and 
which prohibit the organization from pro
viding coverage pursuant to a contract under 
this part shall be superseded. 
Nothing in this subparagraph shall be con
strued as limiting the number of times such 
a waiver may be renewed. 

"(F) PROMPT ACTION ON APPLICATION.- The 
Secretary shall grant or deny such a waiver 
application within 60 days after the date the 
Secretary determines that a substantially 
complete application has been filed. Nothing 
in this section shall be construed as pre
venting an organization which has had such 
a waiver application denied from submitting 
a subsequent waiver application. 

" (3) EXCEPTION IF REQUIRED TO OFFER MORE 
THAN MEDICAREPLUS PLANS.-Paragraph (1) 
shall not apply to a MedicarePlus organiza
tion in a State if the State requires the orga
nization, as a condition of licensure, to offer 
any product or plan other than a 
MedicarePlus plan. 

" (4) LICENSURE DOES NO'l' SUBSTITUTE FOR 
OR CONSTITUTE CERTIFICATION.- The fact that 
an organization is licensed in accordance 
with paragraph (1) does not deem the organi
zation to meet other requirements imposed 
under this part. 

" (b) PREPAID PAYMENT.- A MedicarePlus 
organization shall be compensated (except 
for premiums, deductibles, coinsurance, and 
copayments) for the provision of health care 
services to enrolled members under the con
tract under this part by a payment which is 
paid on a periodic basis without regard to 
the date the health care services are pro
vided and which is fixed without regard to 
the frequency, extent, or kind of health care 
service actually provided to a member. 

" (C) ASSUMPTION OF FULL FINANCIAL 
RISK.-The MedicarePlus organization shall 
assume full financial risk on a prospective 
basis for the provision of the health care 
services (except, at the election of the orga
nization, hospice care) for which benefits are 
required to be provided under section 
1852(a)(l). except that the organization-

" (l) may obtain insurance or make other 
arrangements for the cost of providing to 
any enrolled member such services the ag
gregate value of which exceeds $5,000 in any 
year, 

" (2) may obtain insurance or make other 
arrangements for the cost of such services 
provided to its enrolled members other than 
through the organization because medical 
necessity required their provision before 
they could be secured through the organiza
tion, 

"(3) may obtain insurance or make other 
arrangements for not more than 90 percent 
of the amount by which its costs for any of 
its fiscal years exceed 115 percent of its in
come for such fiscal year. and 

" (4) may make arrangements with physi
cians or other health professionals, health 
care institutions, or any combination of such 
individuals or institutions to assume all or 
part of the financial risk on a prospective 
basis for the provision of basic health serv
ices by the physicians or other health profes
sionals or through the institutions. 

" (d) CERTIFICATION OF PROVISION AGAINST 
RISK OF INSOLVENCY FOR UNLICENSED PSOS.-

" (l) IN GENERAL.- Each MedicarePlus orga
nization that is a provider-sponsored organi
zation, that is not licensed by a State under 
subsection (a), and for which a waiver appli
cation has been approved under subsection 
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(a)(2), shall meet standards established under 
section 1856(a) relating to the financial sol
vency and capital adequacy of the organiza
tion. 

"(2) CERTIFICATION PROCESS FOR SOLVENCY 
STANDARDS FOR PSOS.-The Secretary shall 
establish a process for the receipt and ap
proval of applications of a provider-spon
sored organization described in paragraph (1) 
for certification (and periodic recertifi
cation) of the organization as meeting such 
solvency standards. Under such process, the 
Secretary shall act upon such an application 
not later than 60 days after the date the ap
plication has been received. 

''(e) PROVIDER-SPONSORED ORGANIZATION 
DEFINED.-

"(l) IN GENERAL.-In this part, the term 
'provider-sponsored organization' means a 
public or private entity- · 

"(A) that is established or organized 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 directly through the provider or affili
ated group of providers, and 

"(C) with respect to which those affiliated 
providers that share, directly or indirectly. 
substantial financial risk with respect to the 
provision of such items and services have at 
least a majority financial interest in the en
tity. 

"(2) SUBSTANTIAL PROPORTION.-In defining 
what is a 'substantial proportion' for pur
poses of paragraph (l)(B), the Secretary-

"(A) shall take into account (i) the need 
for such an organization to assume responsl
b111ty for a substantial proportion of services 
in order to assure financial stability and (ii) 
the practical difficulties in such an organiza
tion integrating a very wide range of service 
providers; and 

"(B) may vary such proportion based upon 
relevant differences among organizations, 
s'°1ch as their location in an urban or rural 
area. 

"(3) AFFILIATION.-For purposes of this 
subsection, a provider is 'affiliated' with an
other provider if, through contract, owner
ship, or otherwise-

"(A) one provider, directly or indirectly, 
controls, is controlled by, or is under com
mon control with the other, 

"(B) both providers are part of a controlled 
group of corporations under section 1563 of 
the Internal Revenue Code of 1986, or 

"(C) 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, 
directly 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 pro
vider' means-

"(A) any individual who is engaged in the 
delivery of health care services in a State 
and who is required by State law or regula
tion to be licensed 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 de
livery of health care services in a State and 
that, if it is required by State law or regula
tion 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 sub
section. 

''ESTABLISHMENT OF STANDARDS 
" SEC. 1856. (a) ESTABLISHMENT OF SOLVENCY 

STANDARDS FOR PROVIDER-SPONSORED ORGA
NIZATIONS.-

"(1) ESTABLISHMENT.-
' '(A) IN GENERAL.-The Secretary shall es

tablish, on an expedited basis and using a ne
gotiated rulemaking process under sub
chapter III of chapter 5 of title 5, United 
States Code, standards described in section 
1855(d)(l) (relating to the financial solvency 
and capital adequacy of the organization) 
that entities must meet to qualify as pro
vider-sponsored organizations under this 
part. 

" (B) FACTORS TO CONSIDER FOR SOLVENCY 
STANDARDS.-In establishing solvency stand
ards 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 
organiza tion and ability of such an organiza
tion to provide services directly to enrollees 
through affiliated providers, and 

"(ii) alternative means of protecting 
against insolvency, including reinsurance, 
unrestricted surplus, letters of credit, guar
antees, organizational insurance coverage, 
partnerships with other licensed entities, 
and valuation attributable to the ability of 
such an organization to meet its service obli
gations through direct delivery of care. 

" (C) ENROLLEE PROTECTION AGAINS'l' INSOL
VENCY.-Such standards shall include provi
sions to prevent enrollees from being held 
liable to any person or entity for the 
MedicarePlus organization 's debts in the 
event of the organization's insolvency. 

"(2) PUBLICATION OF NOTICE.-In carrying 
out the rulemaking process under this sub
section, the Secretary, after consultation 
with the National Association of Insurance 
Commissioners, the American Academy of 
Actuaries, organizations 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 
' target date for publication ' (referred to in 
section '564(a)(5) of such title) shall be April 
1, 1998. 

"(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) APPOINTMEN'r OF NEGOTIATED RULE
MAKING COMMITTEE AND FACILITATOR.- The 
Secretary 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 short
ened under paragraph (4)), and 

"(B) the nomination of a facilitator under 
section 566(c) of such title by not later than 
10 days after the date of appointment of the 
committee. 

"(6) PRELIMINARY COMMl'l'l'EE 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 achiev
ing a consensus with regard to the rule
making proceeding and whether such con
sensus is likely to occur before one month 
before the target date for publication of the 
rule. If the committee reports that the com
mittee has · failed to make significant 

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.-If the com
mittee is not terminated under paragraph 
(6), the rulemaking committee shall submit 
a report containing a proposed rule by not 
later than one 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 in
terim basis, but is subject to change and re
vision after public notice and opportunity 
for a period (of not less than 60 days) for pub
lic comment. In connection with such rule, 
the Secretary shall specify the process for 
the timely review and approval of applica
tions of entities to be certified as provider
sponsored organizations pursuant to such 
rules and consistent with this subsection. 

"(9) PUBLICATION OF RULE AFTER PUBLIC 
COMMENT.-The Secretary shall provide for 
consideration of such comments and republi
cation of such rule by not later than 1 year 
after the target date of publication. 

"(b) ESTABLISHMENT OF OTHER STAND
ARDS.-

"(1) IN GENERAL.- The Secretary shall es
tablish by regulation other standards (not 
described in subsection (a)) for MedicarePlus 
organizations and plans consistent with, and 
to carry out, this part. 

"(2) USE OF CURRENT STANDARDS.-Con
sistent with the requirements of this part, 
standards established under this subsection 
shall be based on standards established under 
section 1876 to carry out analogous provi
sions of such section. 

"(3) USE OF INTERIM STANDARDS.-For the 
period in which this part is in effect and 
standards are being developed and estab
lished under the preceding provisions of this 
subsection, the Secretary shall provide by 
not later than June 1, 1998, for the applica
tion of such interim standards (without re
gard to any requirements for notice and pub
lic comment) as may be appropriate to pro
vide for the expedited implementation of 
this part. Such interim standards shall not 
apply after the date standards are estab
lished under the preceding provisions of this 
subsection. 

"(4) APPLICATION OF NEW STANDARDS TO EN
TITIES WITH A CONTRACT.-In the case of a 
MedlcarePlus organization with a contract 
in effect under this part at the time stand
ards applicable to the organization under 
this section are changed, the organization 
may elect not to have such changes apply to 
the organization until the end of the current 
contract year (or, if there is less than 6 
months remaining in the contract year, until 
1 year after the end of the current contract 
year). 

"(5) RELATION TO STATE LAWS.- The stand
ards established under this subsection shall 
supersede any State law or regulation with 
respect to MedicarePlus plans which are of
fered by MedicarePlus organizations under 
this part to the extent such law or regula
tion is inconsistent with such standards. 

"CONTRACTS WITH MEDICAREPLUS 
ORGANIZATIONS 

" SEC. 1857. (a) IN GENERAL.-The Secretary 
shall not permit the election under section 
1851 of a MedicarePlus plan offered by a 
MedicarePlus organization under this part, 
and no payment shall be made under section 
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1853 to an organization, unless the Secretary 
has entered into a contract under this sec
tion with the organization with respect to 
the offering of such plan. Such a contract 
with an organization may cover more than 
one MedicarePlus plan. Such contract shall 
provide that the organization agrees to com
ply with the applicable requirements and 
standards of this part and the terms and con
ditions of payment as provided for in this 
part. 

"(b) MINIMUM ENROLLMENT REQUIRE
MENTS.-

"(l) IN GENERAL.-Subject to paragraphs (2) 
and (3), the Secretary may not enter into a 
contract under this section with a 
MedicarePlus organization unless the orga
nization has at least 5,000 individuals (or 
1,500 individuals in the case of an organiza
tion that is a provider-sponsored organiza
tion) who are receiving health benefits 
through the organization, except that the 
standards under section 1856 may permit the 
organization to have a lesser number of 
beneficiaries (but not less than 500 in the 
case of an organization that is a provider
sponsored organization) if the organization 
primarily serves individuals residing outside 
of urbanized areas. 

"(2) EXCEPTION FOR MSA PLAN.-Paragraph 
(1) shall not apply with respect to a contract 
that relates only to an MSA plan. 

"(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 EFFECTIVE
NESS.-

"(l) PERIOD.-Each contract under this sec
tion shall be for a term of at least one year, 
as determined by the Secretary. and may be 
made automatically renewable from term to 
term in the absence of notice by either party 
of intention to terminate at the end of the 
current term. 

"(2) TERMINATION AUTHORITY.-ln accord
ance with procedures established under sub
section (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 man
ner inconsistent with the efficient and effec
tive administration of this part; or 

"(C) no longer substantially meets the ap
plicable conditions of this part. 

"(3) EFFECTIVE DATE OF CONTRACTS.-The 
effective date of any contract executed pur
suant to this section shall be specified in the 
contract, except that in no case shall a con
tract under this section which provides for 
coverage under an MSA plan be effective be
fore January 1999 with respect to such cov
erage. 

"(4) PREVIOUS TERMINATIONS.-The Sec
retary may not enter into a contract with a 
MedicarePlus organization if a previous con
tract with that organization under this sec
tion was terminated at the request of the or
ganization within the preceding five-year pe
riod, except in circumstances which warrant 
special consideration, as determined by the 
Secretary. 

"(5) CONTRACTING AUTHORITY.-The author
ity vested in the Secretary by this part may 
be performed without regard to such provi
sions of law or regulations relating to the 
making, performance, amendment, or modi
fication of contracts of the United States as 
the Secretary may determine to be incon
sistent with the furtherance of the purpose 
of this title. 

"(d) PROTECTIONS AGAINST FRAUD AND BEN
EFICIARY PROTECTIONS.-

" (l) INSPEC'l'ION AND AUDIT.-Each contract 
under this section shall provide that the Sec
retary, or any person or organization des
ignated by the Secretary-

"(A) shall have the right to inspect or oth
erwise evaluate (i) the quality, appropriate
ness, and timeliness of services performed 
under the contract and (ii) the facilities of 
the organization when there is reasonable 
evidence of some need for such inspection, 
and 

"(B) shall have the right to audit and in
spect any books and records of the 
MedicarePlus organization that pertain (i) to 
the ability of the organization to bear the 
risk of potential financial losses, or (ii) to 
services performed or determinations of 
amounts payable under the contract. 

"(2) 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 de
scription of alternatives for obtaining bene
fits under this title, to each individual en
rolled with the organization under this part. 

"(3) DISCLOSURE.-
"(A) IN GENERAL.-Each MedicarePlus or

ganization shall, in accordance with regula
tions of the Secretary, report to the Sec
retary financial information which shall in
clude the following: 

"(i) Such information as the Secretary 
may require demonstrating that the organi
zation has a fiscally sound operation. 

" (ii) A copy of the report, if any, filed with 
the Health Care Financing Administration 
containing the information required to be re
ported under section 1124 by disclosing enti
ties. 

"(iii) A description of transactions, as 
specified by the Secretary, between the orga
nization and a party in interest. Such trans
actions shall include-

"(!) any sale or exchange, or leasing of any 
property between the organization and a 
party in interest; 

"(II) any furnishing for consideration of 
goods, services (including management serv
ices), or facilities between the organization 
and a party in interest, but not including 
salaries paid to employees for services pro
vided in the normal course of their employ
ment and health services provided to mem
bers by hospitals and other providers and by 
staff, medical group (or groups), individual 
practice association (or associations), or any 
combination thereof; and 

" (Ill) any lending of money or other exten
sion of credit between an organization and a 
party in interest. 
The Secretary may require that information 
reported respecting an organization which 
controls, is controlled by, or is under com
mon control with, another entity be in the 
form of a consolidated financial statement 
for the organization 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 em
ployee responsible for management or ad
ministration of a MedicarePlus organization, 
any person who is directly or indirectly the 
beneficial owner of more than 5 percent of 
the equity of the organization, any person 
who is the beneficial owner of a mortgage, 
deed of trust, note, or other interest secured 
by, and valuing more than 5 percent of the 
organization, and, in the case of a 
MedicarePlus organization organized as a 
nonprofit corporation, an incorporator or 
member 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; 
"(II) is a partner (if such entity is orga

nized as a partnership); 
"(Ill) 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 per
cent of the assets of such entity; 

"(iii) any person directly or indirectly con
trolling, controlled by, or under common 
control with an organization; and 

" (iv) any spouse, child, or parent of an in
dividual described in clause (i). 

"(C) ACCESS TO INFORMATION.- Each 
MedicarePlus organization shall make the 
information reported pursuant to subpara
graph (A) available to its enrollees upon rea
sonable request. 

"(4) LOAN INFORMATION.- The contract 
shall require the organization to notify the 
Secretary of loans and other special finan
cial arrangements which are made between 
the organization and subcontractors, affili
ates, and related parties. 

"(e) ADDITIONAL CONTRACT TERMS.-
"(l) IN GENERAL.-The contract shall con

tain such other terms and conditions not in
consistent with this part (including requir
ing the organization to provide the Sec
retary with such information) as the Sec
retary may find necessary and appropriate. 

"(2) COST-SHARING IN ENROLLMENT-RELATED 
COSTS.-The contract with a MedicarePlus 
organization shall require the payment to 
the Secretary for the organization's pro rata 
share (as determined by the Secretary) of the 
estimated costs to be incurred by the Sec
retary in carrying out section 1851 (relating 
to enrollment and dissemination of informa
tion). Such payments are appropriated to de
fray the costs described in the preceding sen
tence, to remain available until expended. 

"(f) PROMPT PAYMENT BY MEDICAREPLUS 
0RGANIZATION.-

"(1) REQUIREMENT.-A contract under this 
part shall require a MedicarePlus 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 individuals pursu
ant to the contract, if the services or sup
plies are not furnished under a contract be
tween the organization and the provider or 
supplier. 

"(2) SECRETARY'S OPTION TO BYPASS NON
COMPLYING ORGANIZATION.-ln the case of a 
MedicarePlus eligible organization which the 
Secretary determines, after notice and op
portunity for a hearing, has failed to make 
payments of amounts in compliance with 
paragraph (1). the Secretary may provide for 
direct payment of the amounts owed to pro
viders and suppliers for covered services and 
supplies furnished to individuals enrolled 
under this part under the contract. If the 
Secretary provides for the direct payments. 
the Secretary shall provide for an appro
priate reduction in the amount of payments 
otherwise made to the organization under 
this part to reflect the amount of the Sec
retary's payments (and the Secretary's costs 
in making the payments). 

"(g) INTERMEDIATE SANCTIONS.-
"(l) IN GENERAL.- If the Secretary deter

mines that a MedicarePlus organization with 
a contract under this section-

"(A) fails substantially to provide medi
cally necessary items and services that are 
required (under law or under the contract) to 
be provided to an individual covered under 
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the contract, if the failure has adversely af
fected (or has substantial likelihood of ad
versely affecting) the individual; 

"(B) imposes net monthly premiums on in
dividuals enrolled under this part in excess 
of the net monthly premiums permitted; 

"(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 
reasonably be expected to have the effect of 
denying or discouraging enrollment (except 
as permitted by this part) by eligible individ
uals with the organization whose medical 
condition or history indicates .a need for sub
stantial 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 requirements 

of section 1852(j)(3); or 
"(G) employs or contracts with any indi

vidual or entity that is excluded from par
ticipation . under this title under section 1128 
or 1128A for the provision of health care, uti
lization review, medical social work, or ad
ministrative services or employs or con
tracts with any entity for the provision (di
rectly or indirectly) through such an ex
cluded individual or entity of such services; 
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 deter
mination under subparagraph (D) or (E)(i) of 
such paragraph, of not more than $100,000 for 
each such determination, plus, with respect 
to a determination under paragraph (l)(B), 
double the excess amount charged in viola
tion of such paragraph (and the excess 
amount charged shall be deducted from the 
penalty and returned to the individual con
cerned), and plus, with respect to a deter
mination under paragraph (l)(D), $15,000 for 
each individual not enrolled as a result of 
the practice involved, 

"(B) suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under paragraph (1) and until the 
Secretary is satisfied that the basis for such 
determination has been corrected and is not 
likely to recur, or 

"(C) suspension of payment to the organi
zation under this part for individuals en
rolled after the date the Secretary notifies 
the organization of a determination under 
paragraph (1) and until the Secretary is sat
isfied that the basis for such determination 
has been corrected and is not likely to recur. 

"(3) OTHER INTERMEDIATE SANCTIONS.-ln 
the case of a MedicarePlus organization 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 following intermediate sanc
tions: 

"(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 determination has directly ad
versely affected (or has the substantial like
lihood of adversely affecting) an individual 
covered under the organization's contract 

"(B) Civil money penalties of not more 
than $10,000 for each week beginning after 
the initiation of procedures by the Secretary 

under subsection (g) during which the defi
ciency that is the basis of a determination 
under subsection (c)(2) exists. 

"(C) Suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under subsection (c)(2) and until 
the Secretary is satisfied that the deficiency 
that is the basis for the determination has 
been corrected and is not likely to recur. 

"(h) PROCEDURES FOR TERMINATION.-
"(!) IN GENERAL.-The Secretary may ter

minate a contract with a MedicarePlus orga
nization under this section in accordance 
with formal investigation and compliance 
procedures established by the Secretary 
under which-

"(A) the Secretary provides the organiza
tion with the reasonable opportunity to de
velop and implement a corrective action 
plan to correct the deficiencies that were the 
basis of the Secretary's determination under 
subsection (c)(2); 

"(B) the Secretary provides the organiza
tion with reasonable notice and opportunity 
for hearing (including the right to appeal an 
initial decision) before terminating the con
tract. 

"(2) CIVIL MONEY PENALTIES.-The provi
sions of section 1128A (other than sub
sections (a) and (b)) shall apply to a civil 
money penalty under subsection (f) or under 
paragraph (2) or (3) of subsection (g) in the 
same manner as they apply to a civil money 
penalty or proceeding under section 1128A(a). 

''(3) EXCEPTION FOR IMMINENT AND SERIOUS 
RISK TO HEALTH.-Paragraph (1) shall not 
apply if the Secretary determines that a 
delay in termination, resulting from compli
ance with the procedures specified in such 
paragraph prior to termination, would pose 
an imminent and serious risk to the heal th 
of individuals enrolled under this part with 
the organization. 

"DEFINITIONS; MISCELLANEOUS PROVISIONS 
"SEC. 1859. (a) DEFINITIONS RELATING TO 

MEDICAREPLUS ORGANIZATIONS.- In this 
part-

" (1) MEDICAREPLUS ORGANIZATION.- The 
term 'MedicarePlus organization' means a 
public or private entity that is certified 
under section 1856 as meeting the require
ments and standards of this part for such an 
organization. 

"(2) PROVIDER-SPONSORED ORGANIZATION.
The term 'provider-sponsored organization' 
is defined in section 1855(e)(l). 

"(b) DEFINITIONS RELATING TO 
MEDICAREPLUS PLANS.-

"(l) MEDICAREPLUS PLAN.- The term 
'MedicarePlus plan' means health benefits 
coverage offered under a policy, contract, or 
plan by a MedicarePlus organization pursu
ant to and in accordance with a contract 
under section 1857. 

"(2) MSA PLAN.-
" (A) IN GENERAL.- The term 'MSA plan' 

means a MedicarePlus plan that-
"(i) pr ovides reimbursement for at least 

the items and services described in section 
1852(a)(l) in a yea!' but only after the en
rollee 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 co
payments, if the enrollee had elected to re
ceive 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 
"(II) 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) DEDUCTIBL·E.-The amount of annual 
deductible 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 deductible for the previous contract 
year under this subparagraph increased by 
the national per capita MedicarePlus 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.
"(l) MEDICAREPLUS ELIGIBLE INDIVIDUAL.

The term 'MedicarePlus eligible individual ' 
is defined in section 1851(a)(3). 

"(2) MEDICAREPLUS PAYMENT AREA.-The 
term 'MedicarePlus payment area' is defined 
in section 1853(d). 

"(3) NATIONAL PER CAPITA MEDICAREPLUS 
GROWTH PERCENTAGE.-The 'national per cap
ita MedicarePlus growth percentage' is de
fined in section 1853(c)(6). 

"(4) MONTHLY PREMIUM; NET MONTHLY PRE
MIUM.-The terms 'monthly premium' and 
'net monthly premium' are defined in sec
tion 1854(a)(2). 

"(d) COORDINATED ACUTE AND LONG-TERM 
CARE BENEFITS UNDER A MEDICAREPLUS 
PLAN.- Nothing in this part shall be con
strued as preventing a State from coordi
nating benefits under a medicaid plan under 
title XIX with those provided under a 
MedicarePlus 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 FORCER
TAIN MEDICAREPLUS PLANS.-

"(l) IN GENERAL.-In the case of a 
MedicarePlus religious fraternal benefit so
ciety plan described in paragraph (2), not
withstanding any other provision of this part 
to the contrary and in accordance with regu
lations of the Secretary, the society offering 
the plan may restrict the enrollment of indi
viduals under this part to individuals who 
are members of the church, convention, or 
group described in paragraph (3)(B) with 
which the society is affiliated. 

"(2) MEDICAREPLUS RELIGIOUS FRATERNAL 
BENEFIT SOCIE'I'Y PLAN DESCRIBED.-For pur
poses of this subsection, a MedicarePlus reli
gious fraternal benefit society plan described 
in this paragraph is a MedicarePlus plan de
scribed in section 1851(a)(2)(A) that-

"(A) is offered by a religious fraternal ben
efit society described in paragraph (3) only 
to members of the church, convention, or 
group described in paragraph (3)(B); and 

" (B) permits all such members to enroll 
under the plan without regard to health sta
tus-related factors. 
Nothing in this subsection shall be construed 
as waiving any plan requirements relating to 
financial solvency. In developing solvency 
standards under section 1856, the Secretary 
shall take into account open contract and 
assessment features characteristic of fra
ternal insurance certificates. 
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" (3) RELIGIOUS FRA'l'ERNAL BENEFIT SOCIETY 

DEFINED.-For purposes of paragraph (2)(A), a 
'religious fraternal benefit society' described 
in this section is an organization that-

" (A) is exempt from Federal income tax
ation under section 50l(c)(8) of the Internal 
Revenue Code of 1986; 

" (B) is affiliated with, carries out the te
nets 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 MedicarePlus 
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 
membership in the society based on any 
health status-related factor. 

" (4) PAYMENT ADJUSTMENT.-Under regula
tions of the Secretary, in the case of individ
uals enrolled under this part under a 
MedicarePlus religious fraternal benefit so
ciety plan described in paragraph (2), the 
Secretary shall provide for such adjustment 
to the payment amounts otherwise estab
lished under section 1854 as may be appro
priate to assure an appropriate payment 
level, taking into account the actuarial 
characteristics and experience of such indi
viduals.". 

(b) REPORT ON COVERAGE OF BENEFICIARIES 
WITH END-STAGE RENAL DISEASE.-The Sec
retary of Health and Human Services shall 
provide for a study on the feasibility and im
pact of removing the limitation under sec
tion 185l(b)(3)(B) of the Social Security Act 
(as inserted by subsection (a)) on eligibility 
of most individuals medically determined to 
have end-stage renal disease to enroll in 
MedicarePlus plans. By not later than Octo
ber 1, 1998, the Secretary shall submit to 
Congress a report on such study and shall in
clude in the report such re·commendations 
regarding removing or restricting the limita
tion as may be appropriate. 

(c) REPORT ON MEDICAREPLUS TEACHING 
PROGRAMS AND USE OF DSH AND TEACHING 
HOSPITALS.-Based on the information pro
vided to the Secretary of Health and Human 
Services under section 1852(k) of the Social 
Security Act and such information as the 
Secretary may obtain, by not later than Oc
tober 1, 1999, the Secretary shall submit to 
Congress a report on graduate medical edu
cation programs operated by MedicarePlus 
organizations and the extent to which 
MedicarePlus organizations are providing for 
payments to hospitals described in such sec
tion. 
SEC. 10002. TRANSITIONAL RULES FOR CURRENT 

MEDICARE HMO PROGRAM. 
(a) AUTHORIZING TRANSITIONAL WAIVER OF 

50:50 RULE.-Section 1876(f) (42 u.s.c. 
1395mm(f)) ls amended-

(1) in paragraph (2), by striking "The Sec
retary" and inserting " Subject to paragraph 
( 4) , the Secretary", and 

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

"(4) Effective for contract periods begin
ning after December 31, 1996, the Secretary 
may waive or modify the requirement im
posed by paragraph (1) to the extent the Sec
retary finds that it is in the public inter
est. " . 

(b) TRANSITION.-Section 1876 (42 u.s.c. 
1395mm) is amended by adding at the end the 
following new subsection: 

" (k)(l) Except as provided in paragraph (3), 
the Secretary shall not enter into, renew, or 
continue any risk-sharing contract under 
this section with an eligible organization for 
any con tract year beginning on or after-

" (A) the date standards for MedicarePlus 
organizations and plans are first established 
under section 1856 with respect to 
MedicarePlus organizations that are insurers 
or health maintenance organizations, or 

" (B) in the case of such an organization 
with such a contract in effect as of the date 
such standards were first established, 1 year 
after such date. 

" (2) The Secretary shall not enter into, 
renew, or continue any risk-sharing contract 
under this section with an eligible organiza
tion for any contract year beginning on or 
after January 1, 2000. 

" (3) An individual who is enrolled in part B 
only and is enrolled in an eligible organiza
tion with a risk-sharing contract under this 
section on December 31, 1998, may continue 
enrollment in such organization in accord
ance with regulations issued by not later 
then July 1, 1998. 

"(4) Notwithstanding subsection (a), the 
Secretary 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 subsection 1876(a), and 

"(B) with respect to individuals only enti
tled to benefits under part B, by substituting 
an appropriate proportion of such rates (re
flecting the relative proportion of payments 
under this title attributable to such part) for 
the payment rates otherwise established 
under subsection (a). 
For purposes of carrying out this paragraph 
for payments for months in 1998, the Sec
retary shall compute, announce, and apply 
the payment rates under section 1853(a) (not
withstanding any deadlines specified in such 
section) in as timely a manner as possible 
and may (to the extent necessary) provide 
for retroactive adjustment in payments 
made under this section not in accordance 
with such rates.". 

(c) ENROLLMENT TRANSITION RULE.-An in
dividual who is enrolled on December 31, 
1998, with an eligible organization under sec
tion 1876 of the Social Security Act (42 
U.S.C. 1395mm) shall be considered to be en-

. rolled with that organization 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(f) 
(42 U.S.C. 1395cc(f)) is amended-

(1) in paragraph (1)-
(A) by inserting " 1855(i)," after "1833(s), " , 

and 
(B) by inserting " , MedicarePlus organiza

tion, " after "provider of services" ; and 
(2) in paragraph (2)(E), by inserting " or a 

MedicarePlus organization" after " section 
1833(a)(l)(A)' '. 

(e) EXTENSION OF PROVIDER REQUIRE
MENT.-Section 1866(a)(l)(0) (42 U.S.C. 
1395cc(a)(l)(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 MedicarePlus orga
nization under part C or" after "any indi
vidual enrolled" ; and 

(4) by striking " (in the case of hospitals) or 
limits (in the case of skilled nursing facili
ties)" . 

(f) ADDITIONAL CONFORMING CHANGES.-
(1) CONFORMING REFERENCES TO PREVIOUS 

PART C.-Any reference in law (in effect be-

fore 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 90 days after the 
date of the enactment of this Act, the Sec
retary of Health and Human Services shall 
submit to the appropriate committees of 
Congress a legislative proposal providing for 
such technical and conforming amendments 
in the law as are required by the provisions 
of this chapter. 

(g) IMMEDIATE EFFECTIVE DATE FOR CER
TAIN REQUIREMENTS FOR DEMONSTRATIONS.
Section 1857(e)(2) of the Social Security Act 
(requiring contribution to certain costs re
lated to the enrollment process comparative 
materials) applies to demonstrations with 
respect to which enrollment is effected or co
ordinated under section 1851 of such Act. 

(h) USE OF INTERIM, FINAL REGULATIONS.
In order to carry out the amendments made 
by this chapter in a timely manner, the Sec
retary of Health and Human Services may 
promulgate regulations that take effect on 
an interim basis, after notice and pending 
opportunity for public comment. 

(i) TRANSITION RULE FOR PSO ENROLL
MENT .- In applying subsection (g)(l) of sec
tion 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(e)(l) of such Act, as 
inserted by section 10001) for a contract year 
beginning on or after January 1, 1998, there 
shall be substituted for the minimum num
ber of enrollees provided under such section 
the minimum number of enrollees permitted 
under section 1857(b)(l) of such Act (as so in
serted). 
SEC. 10003. CONFORMING CHANGES IN MEDIGAP 

PROGRAM. 

(a) CONFORMING AMENDMENTS TO 
MEDICAREPLUS 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 
inserting " (including an individual electing 
a MedicarePlus plan under section 1851)" 
after " of this title" ; and 

(B) in subclause (II)-
(i) by inserting " in the case of an indi

vidual not electing a MedicarePlus plan" 
after " (II) " , and 

(ii) by inserting before the comma at the 
end the following: "or in the case of an indi
vidual electing a MedicarePlus plan, a medi
care supplemental policy with knowledge 
that the policy duplicates health benefits to 
which the individual is otherwise entitled 
under the MedicarePlus plan or under an
other medicare supplemental policy" . 

(2) CONFORMING AMENDMENTS.- Section 
1882(d)(3)(B)(i)(I) (42 U.S.C. 
1395ss(d)(3)(B)(i)(I)) is amended by inserting 
" (including any MedicarePlus plan)" after 
" health insurance policies". 

(3) MEDICAREPLUS PLANS NOT TREATED AS 
MEDICARE SUPPLEMENTARY POLICIES.-Section 
1882(g)(l) (42 U.S.C. 1395ss(g)(l)) is amended 
by inserting " or a MedicarePlus plan or" 
after " does not include" 

(b) ADDITIONAL RULES RELA'fING TO INDIVID
UALS ENROLLED IN MSA PLANS.- Section 1882 
(42 U.S.C. 1395ss) is further amended by add
ing at the end the following 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 indi
vidual has in effect under section 1851 an 
election of an MSA plan. 
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"(2) A policy described in this subpara

graph is a health insurance policy that pro
vides for coverage of expenses that are other
wise required to be counted toward meeting 
the annual deductible amount provided 
under the MSA plan.". 

Subchapter 8-Special Rules for 
MedicarePlus Medical Savings Accounts 

SEC. 10006. MEDICAREPLUS MSA. 
(a) IN GENERAL.-Part III of subchapter B 

of chapter 1 of the Internal Revenue Code of 
1986 (relating to amounts specifically ex
cluded from gross income) is amended by re
designating section 138 as section 139 and by 
inserting after section 137 the following new 
section: 
"SEC. 138. MEDICAREPLUS MSA. 

"(a) EXCLUSION.-Gross income shall not 
include any payment to the MedicarePlus 
MSA of an individual by the Secretary of 
Health and Human Services under part C of 
title XVIII of the Social Security Act. 

"(b) MEDICAREPLUS MSA.-For purposes of 
this section, the term 'MedicarePlus MSA' 
means a medical savings account (as defined 
in section 220(d))-

"(1) which is designated as a MedicarePlus 
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 
provides that trustee-to-trustee transfers de
scribed 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)(2) of the Social Security Act. 

"(C) SPECIAL RULES FOR DISTRIBUTIONS.
" (!) DISTRIBUTIONS FOR QUALIFIED MEDICAL 

EXPENSES.-ln applying section 220 to a 
MedicarePlus MSA-

"(A) qualified medical expenses . shall not 
include amounts paid for medical care for 
any individual other than the account hold
er, and 

"(B) section 220(d)(2)(C) shall not apply. 
"(2) PENALTY FOR DISTRIBUTIONS FROM 

MEDICAREPLUS 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 
MedicarePlus MSA which is not used exc1u·
sively to pay the qualified medical expenses 
of the account holder shall be increased by 50 
percent of the excess (if any) of-

"(i) the amount of such payment or dis
tribution, 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 preceding the calendar year in which 
the taxable year begins, over 

"(II) an amount equal to 60 percent of the 
deductible under the MedicarePlus MSA plan 
covering the account holder as of January 1 
of the calendar year in which the taxable 
year begins. 
Section 220(0(2) shall not apply to any pay
ment or distribution from a MedicarePlus 
MSA. 

"(B) EXCEPTIONS.-Subparagraph (A) shall 
not apply if the payment or distribution is 
made on or after the date the account hold
er-

"(i) becomes disabled within the meaning 
of section 72(m)(7), or 

"(ii) dies. 
"(C) SPECIAL RULES.-For purposes of sub

paragraph (A)-
"(i) all MedicarePlus MSAs of the account 

holder shall be treated as 1 account, 
"(ii) all payments and distributions not 

used exclusively to pay the qualified medical 
expenses of the account holder during any 
taxable year shall be treated as 1 distribu
tion, and 

"(iii) any distribution of property shall be 
taken into account at its fair market value 
on the elate of the distribution. 

"(3) WITHDRAWAL OF ERRONEOUS CONTRIBU
TIONS.-Section 220(0(2) and paragraph (2) of 
this subsection shall not apply to any pay
ment or distribution from a MedicarePlus 
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 MedicarePlus MSA of 
an account holder to another MedicarePlus 
MSA of such account holder. 

. "(d) SPECIAL RULES FOR TREATMENT OF AC
COUNT AFTER DEATH OF ACCOUNT HOLDER.-ln 
applying section 220(f)(8)(A) to an account 
which was a MedicarePlus MSA of a dece
dent, the rules of section 220(f) shall apply in 
lieu of the rules of subsection (c) of this sec
tion with respect to the spouse as the ac
count holder.of such MedicarePlus MSA. 

"(e) REPORTS.-ln the case of a 
MedicarePlus MSA, the report under section 
220(h)-

"(1) shall include the fair market value of 
the assets in such MedicarePlus 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 
NUMBER OF TAXPAYERS HAVING MEDICAL SAV
INGS ACCOUNTS.-Subsection (i) of section 220 . 
shall not apply to an individual with respect 
to a MedicarePlus MSA, and MedicarePlus 
MSA's shall not be taken into account in de
termining whether the numerical limita
tions 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 sec
tion 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 
following 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 amend
ed by s triking the last item and inserting 
the following: 

" Sec. 138. MedicarePlus MSA. 

" Sec. 139. Cross references to other Acts.". 

(C) E FFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1998. 

CHAPTER 2-INTEGRATED LONG-TERM 
CARE PROGRAMS 

Subchapter A-Programs of All-inclusive 
Care for the Elderly (PACE) 

SEC. 10011. COVERAGE OF PACE UNDER THE 
MEDICARE PROGRAM. 

Title XVIII (42 U.S.C. 1395 et seq.) is 
amended by adding at the end the following 
new section: 

"PAYMENTS TO, AND COVERAGE OF BENEFITS 
UNDER, PROGI\AMS OF ALL-INCLUSIVE CARE 
FOR '!'HE ELDERLY (PACE) 

''SEC. 1894. (a) RECEIPT OF BENEFITS 
THROUGH ENROLLMENT IN PACE PROGRAM; 
DEFINITIONS FOR PACE PROGRAM RELATED 
TERMS.-

"(l) BENEFITS THROUGH ENROLLMENT IN A 
PACE PROGRAM.-ln accordance with this sec
tion, in the case of an individual who is enti
tled to benefits under part A or enrolled 
under part Band who is a PACE program eli
gible individual (as defined in paragraph (5)) 
with respect to a PACE program offered by a 
PACE provider under a PACE program agree
ment-

" (A) the individual may enroll in the pro
gram under this section; and 

" (B) so long as the individual ls so enrolled 
and in accordance with regulations-

" (!) the individual shall receive benefits 
under this title solely through such program, 
and 

" (ii) the PACE provider is entitled to pay
ment under and in accordance with this sec
tion and such agreement for provision of 
such benefits. 

"(2) PACE PROGRAM DEFINED.-For pur
poses of this section and section 1932, the 
term 'PACE program' means a program of 
all-inclusive care for the elderly that meets 
the following requirements: 

"(A) OPERATION.- The entity operating the 
program is a PACE provider (as defined in 
paragraph (3)). 

" (B) COMPREHENSIVE BENEFITS.-The pro
gram provides comprehensive health care 
services to PACE program eligible individ
uals in accordance with the PACE program 
agreement and regulations under this sec
tion. 

"(C) TRANSITION.-ln the case of an indi
vidual who is enrolled under the program 
under this section and whose enrollment 
ceases for any reason (including the indi
vidual no longer qualifies as a PACE pro
gram eligible individual, the termination of 
a PACE program agreement, or otherwise), 
the program provides assistance to the indi
vidual in obtaining necessary transitional 
care through appropriate referrals and mak
ing 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 en
tity that-

"(i) subject to subparagraph (B), ls (or is a 
distinct part of) a public entity or a private, 
nonprofit entity organized for charitable 
purposes under section 501(c)(3) of the Inter
nal Revenue Code of 1986, and 

" (ii) has entered into a PACE program 
agreement 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 
10014(b) of the Balanced Budget Act of 1997 is 
submitted, unless the Secretary determines 
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that any of the findings described in sub
paragraph (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 1932 (if applicable), 
and regulations promulgated to carry out 
such sections, between the PACE provider 
and the Secretary, or an agreement between 
the PACE provider and a State admin
istering agency for the operation of a PACE 
program by the provider under such sections. 

"(5) PACE PROGRAM ELIGIBLE INDIVIDUAL 
DEFINED.-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 deter

mined under subsection (c) to require the 
level of care required under the State med
icaid plan for coverage of nursing facility 
services; 

'' ( C) resides in the service area of the 
PACE program; and 

"(D) meets such other eligibility condi
tions as may be imposed under the PACE 
program agreement for the program under 
subsection (e)(2)(A)(ii). 

"(6) PACE 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. 

"(7) PACE DEMONSTRATION WAIVER PRO
GRAM DEFINED.-For purposes of this section, 
the term 'PACE demonstration waiver pro
gram' means a demonstration program under 
either of the following 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 
extended by section 9220 of the Consolidated 
Omnibus 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 DE
FINED.-For purposes of this section, the 
term 'State administering agency' means, 
with respect to the operation of a PACE pro
gram 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) responsible for admin
istering PACE program agreements under 
this section and section 1932 in the State. 

"(9) TRIAL PERIOD DEFINED.-
"(A) IN GENERAL.-For purposes of this sec

tion, the term ' trial period' means, with re
spect to a PACE program operated by a 
PACE provider under a PACE program agree
ment, the first 3 contract years under such 
agreement with respect to such program. 

"(B) TREATMENT OF ENTITIES PREVIOUSLY 
OPERATING PACE DEMONSTRATION WAIVER PRO
GRAMS.-Each contract year (including a 
year occurring before the effective date of 
this section) during which an entity has op
erated a PACE demonstration waiver pro
gram shall be counted under subparagraph 
(A) as a contract year during which the enti
ty operated a PACE program as a PACE pro
vider under a PACE program agreement. 

"(10) REGULATIONS.-For purposes of this 
section, the term 'regulations' refers to in
terim final or final regulations promulgated 
under subsection <D to carry out this section 
and section 1932. 

"(b) SCOPE OF BENEFITS; BENEFICIARY 
SAFEGUARDS.-

"( l) IN GENERAL.-Under a PACE program 
agreement, a PACE provider shall-

"(A) provide to PACE program eligible in
dividuals, regardless of source of payment 
and directly or under contracts with other 
entities, at a minimum-

"(i) all items and services covered under 
this title (for individuals enrolled under this 
section) and all items and services covered 
under title XIX, but without any limitation 
or condition as to amount, duration, or scope 
and without application of deductibles, co
payments, coinsurance, or other cost-sharing 
that would otherwise apply under this title 
or such title, respectively; and 

" (ii) all additional items and services spec
ified in regulations, based upon those re
quired 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 en
tity, and to arrange for delivery of those 
items and services through contracts meet
ing the requirements 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 imple
menting such plan, in accordance with regu
lations, and 

"(B) written safeguards of the rights of en
rolled participants (including a patient bill 
of rights and procedures for grievances and 
appeals) in accordance with regulations and 
with other requirements of this title and 
Federal and State law designed for the pro
tection of patients. 

"(C) ELIGIBILITY DETERMINATIONS.-
"(1) IN GENERAL.-The determination of 

whether an individual is a PACE program el
igible 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 ad
ministering agency. 

"(2) CONDITION.- An individual is not a 
PACE program eligible individual (with re
spect to payment under this section) unless 
the individual's health status has been deter
mined, in accordance with regulations, to be 
comparable to the health status of individ
uals who have participated in the PACE 
demonstration waiver programs. Such deter
mination shall be based upon information on 
health status and related indicators (such as 
medical diagnoses and measures of activities 
of daily living, instrumental activities of 
daily living, and cognitive impairment) that 
are part of a uniform minimum data set col
lected by PACE providers on potential eligi
ble individuals. 

"(3) ANNUAL ELIGIBILITY RECERTIFI-
CATIONS.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), the determination described in sub
section (a)(5)(B) for an individual shall be re
evaluated at least once a year. 

"(B) EXCEPTION.-The requirement of an
nual reevaluation under subparagraph (A) 
may be waived during a period in accordance 
with regulations in those cases whe1·e the 
State administering agency determines that 
there is no reasonable expectation of im-

provement or significant change in an indi
vidual 's condition during the period because 
of the advanced age, severity of the advanced 
age, 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 determina
tion that the individual no longer meets the 
requirement of subsection (a)(5)(B) if, in ac
cordance with regulations, in the absence of 
continued coverage under a PACE program 
the individual reasonably would be expected 
to meet such requirement within the suc
ceeding 6-month period. 

"(5) ENROLLMENT; DISENROLLMENT.-The 
enrollment and disenrollment of PACE pro
gram 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. 

"(d) PAYMENTS TO PACE PROVIDERS ON A 
CAPITATED BASIS.-

"(l) IN GENERAL.-ln the case of a p ACE 
provider with a PACE program agreement 
under this section, except as provided in this 
subsection or by regulations, the Secretary 
shall make prospective monthly payments of 
a capitation amount for each PACE program 
eligible individual enrolled under the agree
ment under this section in the same manner 
and from the same sources as pay men ts are 
made to a MedicarePlus organization under 
section 1854 (or, for periods beginning before 
January 1, 1999, to an eligible organization 
under a risk-sharing contract under section 
1876). Such payments shall be subject to ad
justment in the manner described in section 
1854(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 
agreement for the year. Such amount shall 
be based upon payment rates established for 
purposes of payment under section 1854 (or, 
for periods before January 1, 1999, for pur
poses of risk-sharing contracts under section 
1876) and shall be adjusted to take into ac
count the comparative frailty of PACE en
rollees and such other factors as the Sec
retary determines to be appropriate. Such 
amount under such an agreement shall be 
computed in a manner so that the total pay
ment level for all PACE program eligible in
dividuals enrolled under a program is less 
than the projected payment under this title 
for a comparable population not enrolled 
under a PACE program. 

"(e) PACE PROGRAM AGREEMENT.
" (l) REQUIREMENT.-
"(A) IN GENERAL.-The Secretary, in close 

cooperation with the State administering 
agency, shall establish procedures for enter
ing into, extending, and terminating PACE 
program agreements for the operation of 
PACE programs by entities that meet the re
quirements for a PACE provider under this 
section, section 1932, and regulations. 

"(B) NUMERICAL LIMITATION.-
'(i) IN GENERAL.-The Secretary shall not 

permit the number of PACE providers with 
which agreements are in effect under this 
section or under section 9412(b) of the Omni
bus Budget Reconciliation Act of 1986 to ex
ceed-

"(I) 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 
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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 limita
tion in clause (l) 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 pro
vider 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 pro
gram; 

"(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 (~s provided 
under the agreement); 

"(iv) shall require a PACE provider to 
meet all applicable State and local laws and 
requirements; and 

"(v) shall have such additional terms and 
conditions as the parties may agree to con
sistent with this section and regulations. 

"(B) SERVICE AREA OVERLAP.-ln desig
nating a service area under a PACE program 
agreement under subparagraph (A)(i), the 
Secretary (in consultation with the State ad
ministering agency) may exclude from des
ignation an area that is already covered 
under another PACE program agreement, in 
order to avoid unnecessary duplication of 
services and avoid impairing the financial 
and service viability of an existing program. 

"(3) DATA COLLECTION.-
"(A) 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, in
cluding pertinent financial, medical, and 
personnel records, and 

"(iii) make to the Secretary and the State 
administering agency reports that the Sec
retary finds (in consultation with State ad
ministering agencies) necessary to monitor 
the operation, cost, and effectiveness of the 
PACE program under this title and title 
XIX. 

"(B) REQUIREMENTS DURING TRIAL PERIOD.
During the first three years of opera ti on of a 
PACE program (either under this section or 
under a PACE demonstration waiver pro
gram), 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). 

"(4) 0VERSIGHT.-
"(A) ANNUAL, CLOSE OVERSIGHT DURING 

TRIAL PERIOD.-During the trial period (as 
defined in subsection (a)(9)) with respect to a 
PACE program operated by a PACE provider, 
the Secretary (in cooperation with the State 
administering agency) shall conduct a com
prehensive annual review of the operation of 
the PACE program by the provider in order 
to assure compliance with the requirements 
of this section and regulations. Such a re
view shall include-

"(i) an on-site visit to the program site; 

"(11) comprehensive assessment of a pro
vider's fiscal soundness; 

"(ill) comprehensive assessment of the pro
vider's capacity to provide all PACE services 
to all enrolled participants; 

"(iv) detailed analysis of the entity's sub
stantial compliance with all significant re
quirements of this section and regulations; 
and 

"(v) any other elements the Secretary or 
State agency considers necessary or appro
priate. 

"(B) CONTINUING OVERSIGHT.- After the 
trial period, the Secretary (in cooperation 
with the State administering agency) shall 
continue to conduct such review of the oper
ation of PACE providers and PACE programs 
as may be appropriate, taking into account 
the performance level of a provider and com
pliance of a provider with all significant re
quirements 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 recommendations for changes to the pro
vider's program, and shall be made available 
to the public upon request. 

"(5) T ERMINATION OF PACE PROVIDER AGREE
MENTS.-

"(A) IN GENERAL.-Under regulations-
"(i) the Secretary or~ State administering 

agency may terminate a PACE program 
agreement for cause, and 

"(11) a PACE provider may terminate such 
an agreement after appropriate notice to the 
Secretary, the State agency, and enrollees. 

"(B) CAUSES FOR TERMINATION.-ln accord
ance with regulations establishing proce
dures for termination of PACE program 
agreements, the Secretary or a State admin
istering agency may terminate a PACE pro
gram agreement with a PACE provider for, 
among other reasons, the fact that-

"(i) the Secretary or State administering 
agency determines that-

"(!) there are significant deficiencies in 
the quality of care provided to enrolled par
ticipants; or 

"(II) the provider has failed to comply sub
stantially with conditions for a program or 
provider under this section or section 1932; 
and 

"(ii) the entity has failed to develop and 
successfully initiate, within 30 days of the 
date of the receipt of written notice of such 
a determination, and continue implementa
tion of a plan to correct the deficiencies. 

"(C) TERMINATION AND TRANSITION PROCE
DURES.- An entity whose PACE provider 
agreement is terminated under this para
graph shall implement the transition proce
dures required under subsection (a)(2)(C). 

"(6) SECRETARY'S OVERSIGHT; 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 actions: 

"(i) Condition the continuation of the 
PACE program agreement upon timely exe
cution of a corrective action plan. 

"(11) Withhold some or all further pay
ments under the PACE program agreement 
under this section or section 1932 with re
spect 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 provider of remedies described in sec
tion 1857(f)(2) (or, for periods before January 
l , 1999, section 1876(i)(6)(B)) or 1903(m)(5)(B) 
in the case of violations by the provider of 
the type described in section 1857(f)(l) (or 
1876(i)(6)(A) for such periods) or 
1903(m)(5)(A), respectively (in relation to 
agreements, enrollees, and requirements 
under this section or section 1932, respec
tively). 

"(7) PROCEDURES FOR TERMINATION OR IMPO
SITION OF SANCTIONS.-Under regulations, the 
provisions of section 1857(g) (or for periods 
before January 1, 1999, section 1876(1)(9)) 
shall apply to termination and sanctions re
specting 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 MedicarePlus organization under part C (or 
for such periods an eligible organization 
under section 1876). 

"(8) TIMELY CONSIDERATION OF APPLICA
TIONS FOR PACE PROGRAM PROVIDER STATUS.
In considering an application for PACE pro
vider program status, the application shall 
be deemed approved unless the Secretary, 
within 90 days after the date of the submis
sion of the application to the Secretary, ei
ther denies such request in writing or in
forms the applicant in writing with respect 
to any additional information that ls 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 ap
proved unless the Secretary, within 90 days 
of such date, denies such request. 

"(f) REGULATIONS.-
"(!) IN GENERAL.-The Secretary shall issue 

interim final or final regulations to carry 
out this section and section 1932. 

"(2) USE OF PACE PROTOCOL.-
"(A) IN GENERAL.-ln issuing such regula

tions, the Secretary shall, to the extent con
sistent with the provisions of this section, 
incorporate the requirements applied to 
PACE demonstration waiver programs under 
the PACE protocol. 

"(B) FLEXIBILITY.-The Secretary (in close 
consultation with State administering agen
cies) may modify or waive such provisions of 
the PACE protocol in order to provide for 
reasonable flexi bill ty in adapting the PACE 
service delivery model to the needs of par
ticular organizations (such as those in rural 
areas or those that may determine it appro
priate to use non-staff physicians accord
ingly to State licensing law requirements) 
under this section and section 1932 where 
such flexibility is not inconsistent with and 
would not impair the essential elements, ob
jectives, and requirements of the this sec
tion, including-

"(!) the focus on frail elderly qualifying in
dividuals who require the level of care pro
vided ln 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 
allows the provider to pool payments re
ceived from public and private programs and 
individuals; and 

"(v) the assumption by the provider over 
time of full financial risk . 

"(3) APPLICATION OF CERTAIN ADDITIONAL 
BENEFICIARY AND PROGRAM PROTECTIONS.-

"(A) IN GENERAL.- ln issuing such regula
tions and subject to subparagraph (B), the 
Secretary may apply with respect to PACE 
programs, providers, and agreements such 
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requirements of part C (or, for periods before 
January 1, 1999, section 1876) and section 
1903(m) relating to protection of bene
ficiaries and program integrity as would 
apply to MedicarePlus organizations under 
part C (or for such periods eligible organiza
tions under risk-sharing contracts under sec
tion 1876) and to health maintenance organi
zations under prepaid capitation agreements 
under section 1903(m). 

"(B) CONSIDERATIONS.-In issuing such reg
ulations, the Secretary shall-

"(i) take into account the differences be
tween populations served and benefits pro
vided under this section and under part C 
(or, for periods before January 1, 1999, sec
tion 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 restrict
ing the proportion of enrollees who are eligi
ble for benefits under this title or title XIX. 

" (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 
requirements) are waived and shall not 
apply: 

"(1) Section 1812, insofar as it limits cov
erage of institutional services. 

"(2) Sections 1813, 1814, 1833, and 1886, inso
far as such sections relate to rules for pay
ment 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 }feal th 
services. 

"(4) Section 1861(i), insofar as it imposes a 
3-day prior hospitalization requirement for 
coverage of extended care services. 

"(5) Sections 1862(a)(l) and 1862(a)(9), inso
far as they may prevent payment for PACE 
program services to individuals enrolled 
under PACE programs. 

"(h) DEMONSTRATION PROJECT FOR FOR
PROFIT ENTITIES.-

"(l) IN GENERAL.-In order to demonstrate 
the operation of a PACE program by a pri
vate, for-profit entity, the Secretary (in 
close consultation with State administering 
agencies) shall grant waivers from the re
quirement under subsection (a)(3) that a 
PACE provider may not be a for-profit, pri
vate 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 program by a provider under this sub
section shall be the same as those for PACE 
providers that are nonv.rofit, private organi
zations. 

"(B) NUMERICAL LIMITATION.-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) CONSTRUCTION.- Nothing in this sec
tion or section 1932 shall be construed as pre
venting a PACE provider from entering into 
contracts with other governmental or non
governmental payers for the care of PACE 
program eligible individuals who are not eli
gible for benefits under part A, or enrolled 
under part B, or eligible for medical assist
ance under title XIX. " . 
SEC. 10012. 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))
(A) by striking "and" at the end of para-

graph (24); 

(B) by redesignating paragraph (25) as 
paragraph (26); and 

(C) by inserting after paragraph (24) the 
following new paragraph: 

"(25) services furnished under a PACE pro
gram under section 1932 to PACE program el
igible individuals enrolled under the pro
gram under such section; and"; 

(2) by redesignating section 1932, as redes
ignated by section 114(a) of Public Law 104-
193, as section 1933, and 

(3) by inserting after section 1931 the fol
lowing new section: 
"SEC. 1932. PROGRAM OF ALL-INCLUSIVE CARE 

FOR THE ELDERLY (PACE). 
"(a) OPTION.-
"(l) IN GENERAL.-A State may elect to 

provide medical assistance under this sec
tion with respect to PACE program services 
to PACE program 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 ben
efits under part A, or enrolled under part B, 
of title XVIII to be eligible to enroll under 
this section. 

"(2) BENEFI'l'S THROUGH ENROLLMENT IN 
PACE PROGRAM.-In the case of an individual 
enrolled with a PACE program pursuant to 
such an election-

"(A) the individual shall receive benefits 
under the plan solely through such program, 
and 

"(B) the PACE provider shall receive pay
ment in accordance with the PACE program 
agreement for provision of such benefits. 

"(3) APPLICATION OF DEFINITIONS.- The defi
nitions of terms under section 1894(a) shall 
apply under this section in the same manner 
as they apply under section 1894. 

"(b) APPLICATION OF MEDICARE TERMS AND 
CoNDITIONS.-Except as provided in this sec
tion, the terms and conditions for the oper
ation and participation of PACE program eli
gible individuals in PACE programs offered 
by PACE providers under PACE program 
agreements under section 1894 shall appl,y for 
purposes of this section. 

"(c) ADJUSTMENT IN PAYMENT AMOUNTS.
In the case of individuals enrolled in a PACE 
program under this section, the amount of 
payment under this section shall not be the 
amount calculated under section 1894(d), but 
shall be an amount, specified under the 
PACE agreement, which is less than the 
amount that would otherwise have been 
made under the State plan if the individuals 
were not so enrolled. The payment under 
this section shall be in addition to any pay
ment made under section 1894 for individuals 
who are enrolled in a PACE program under 
such section. 

''(d) w AIVERS 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 
requirements) shall not apply: 

"(l) Section 1902(a)(l), relating to any re
quirement that PACE programs or PACE 
program 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), re
lating 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 pre
paid capitation payments. 

"(e) POST-ELIGIBILITY TREATMENT OF IN
COME.-A State may provide for post-eligi
bility treatment of income for individuals 

enrolled in PACE programs under this sec
tion in the same manner as a State treats 
post-eligibility income for individuals re
ceiving services under a waiver under section 
1915(c).". 

(b) CONFORMING AMENDMENTS.-
(1) Section 1902(j) (42 U.S.C. 1396a(j)) is 

amended by striking "(25)" and inserting 
"(26)". 

(2) Section 1924(a)(5) (42 U.S.C. 1396r- 5(a)(5)) 
is amended-

(A) in the heading, by striking "FROM OR
GANIZATIONS RECEIVING CERTAIN WAIVERS" 
and inserting "UNDER PACE PROGRAMS", and 

(B) by striking "from any organization" 
and all that follows and inserting "under a 
PACE demonstration waiver program (as de
fined in subsection (a)(7) of section 1894) or 
under a PACE program under section 1932.' '. 

(3) 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 
1932," after "section 1902(a)(10)(A), " . 
SEC. 10013. EFFECTIVE DATE; TRANSITION. 

(a) TIMELY ISSUANCE OF REGULA'l'IONS; EF
FECTIVE DATE.-The Secretary of Health and 
Human Services shall promulgate regula
tions to carry out this subchapter in a time
ly manner. Such regulations shall be de
signed so that entities may establish and op
erate PACE programs under sections 1894 
and 1932 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.-Sec
tion 9412(b) of the Omnibus Budget Rec
onciliation Act of 1986, as amended by sec
tion 4118(g) of the Omnibus Budget Rec
onciliation 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 requirements to up to the applicable 
numerical limitation specified in section 
1894(e)(l)(B) of the Social Security Act"; and 

(B) in paragraph (2)-
(i) in subparagraph (A), by striking " , in

cluding permitting the organization to as
sume progressively (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 ex
tensions, an organization shall not be re
quired to provide for reporting of informa
tion which is only required because of the 
demonstration nature of the project.". 

(2) ELIMINATION OF REPLICATION REQUIRE
MENT.-Subparagraph (B) of paragraph (2) of 
such section shall not apply to waivers 
granted under such section after the date of 
the enactment of this Act. 

(3) TIMELY CONSIDERATION OF APPLICA
TIONS.- In considering an application for 
waivers under such section before the effec
tive date of repeals under subsection (c), sub
ject to the numerical limitation under the 
amendment made by paragraph (1), the appli
cation shall be deemed approved unless the 
Secretary of Health and Human Services, 
within 90 days after the date of its submis
sion to the Secretary, either denies such re
quest in writing or informs 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 ap
plication. After the date the Secretary re
ceives such additional information, the ap
plication shall be deemed approved unless 
the Secretary, within 90 days of such date, 
denies such request. 
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(C) PRIORITY AND SPECIAL CONSIDERATION IN 

APPLICATION.-During the 3-year period be
ginning on the date of the enactment of this 
Act: 

(1) PROVIDER STATUS.- The Secretary of 
Health and Human Services shall give pri
ority, in processing applications of entities 
to qualify as PACE programs under section 
1894 or 1932 of the Social Security Act-

(A) first, to entities that are operating a 
PACE demonstration waiver program (as de
fined in section 1894(a)(7) of such Act), and 

(B) then 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 waiv
ers 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 pro
vide services 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.-Tbe Secretary 
shall give special consideration, in the proc
essing of applications described in paragraph 
(1) and the awarding of waivers described in 
paragraph (2), to an entity which as of May 
1, 1997 through formal activities (such as en
tering 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 Omni
bus 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.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the repeals made by paragraph (1) shall 
not apply to waivers granted before the ini
tial effective date of regulations described in 
subsection (a). 

(B) APPLICATION TO APPROVED WAIVERS.
Such repeals shall apply to waivers granted 
before such date only after allowing such or
ganizations a transition period (of up to 24 
months) in order to permit sufficient time 
for an orderly transition from demonstration 
project authority to general authority pro
vided under the amendments made by this 
subchapter. 
SEC. 10014. STUDY AND REPORTS. 

(a) STUDY.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services (in close consultation 
with State administering agencies, as de
fined in section 1894(a)(8) of the Social Secu
rity 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 sub-
chapter. . 

(2) STUDY OF PRIVATE, FOR-PROFIT PRO
VIDERS.-Such study shall specifically com
pare the costs, quality, and access to serv
ices by entities that are private, for-profit 
entities operating under demonstration 
projects waivers granted under section 
1894(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 Secretary shall provide for a report to 
Congress on the impact of such amendments 
on quality and cost of services. The Sec
retary shall include in such report such rec
ommendations for changes in the operation 
of such amendments as the Secretary deems 
appropriate. 

(2) TREATMENT OF PRIVATE, FOR-PROFIT PRO
VIDERS.- The report shall include specific 
findings on whether any of the following 
findings is true: 

(A) The number of covered lives enrolled 
with entities operating under demonstration 
project waivers under section 1894(h) of the 
Social Security Act is fewer than 800 (or 
such lesser number as the Secretary may 
find statistically sufficient to make deter
minations respecting findings described in 
the succeeding subparagraphs). 

(B) The population enrolled with such enti
ties is less frail than the population enrolled 
with other PACE providers. 

(C) Access to or quality of care for individ
uals enrolled with such entities is lower than 
such access or quality for individuals en
rolled 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 expenditures that would have been made 
if such section did not apply. 

(c) INFORMATION INCLUDED IN ANNUAL REC
OMMENDATIONS.-The Medicare Payment Ad
visory Commission shall include in its an
nual report under section 1805(b)(l)(B) of the 
Social Security Act recommendations on the 
methodology and level of payments made to 
PACE providers under section 1894(d) of such 
Act and on the treatment of private, for
profit entities as PACE providers. 

Subchapter B-Social Health Maintenance 
Organizations 

SEC. 10015. SOCIAL HEALTH MAINTENANCE OR· 
GANIZATIONS CSHMOS). 

(a) EXTENSION OF DEMONSTRATION PROJECT 
AUTHORITIES.-Section 4018(b) of the Omni
bus 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 in
serting ·'36,000''. 

(b) REPORT ON INTEGRATION AND TRANSI
TION.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall submit to Con
gress, by not later than January 1, 1999, a 
plan for the integration of health plans of
fered by social health maintenance organiza
tions (including SHMO I and SHMO II sites 
developed under section 2355 of the Deficit 
Reduction Act of 1984 and under the amend
ment made by section 4207(b)(3)(B)(i) of 
OBRA-1990, respectively) and similar plans 
as an option under the MedicarePlus pro
gram under part C of title XVIII of the So
cial Security Act. 

(2) PROVISION FOR TRANSITION .-Such plan 
shall include a transition for social health 
maintenance organizations operating under 
demonstration project authority under such 
section. 

(3) PA YMENT POLICY .- The report shall also 
include recommendations on appropriate 
payment levels for plans offered by such or
ganizations, including an analysis of the ap
plication of risk adjustment factors appro
priate to the population served by such orga
nizations. 

Subchapter C-Other Programs 
SEC. 10018. ORDERLY TRANSITION OF MUNICIPAL 

HEAL'ffi SERVICE DEMONSTRATION 
PROJECTS. 

Section 9215 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, as amend
ed by section 6135 of OBRA-1989 and section 
13557 of OBRA-1993, is further amended-

(1) by inserting "(a)" before "The Sec
retary'', and 

(2) by adding at the end the following: 
"Subject to subsection (c), the Secretary 
may further extend such demonstration 
projects through December 31, 2000, but only 
with respect to individuals are enrolled with 
such projects before January 1, 1998. 

"(b) The Secretary shall work with each 
such demonstration project to develop a 
plan, to be submitted to the Committee on 
Ways and Means of the House of Representa
tives and the Committee on Finance of the 
Senate by March 31, 1998, for the orderly 
transition of demonstration projects and the 
project enrollees to a non-demonstration 
project health care delivery system, such as 
through integration with private or public 
health plan, including a medicaid managed 
care or MedicarePlus plan. 

"(c) A demonstration project under sub
section (a) which does not develop and sub
mit a transition plan under subsection (b) by 
March 31, 1998, or, if later, 6 months after the 
date of the enactment of this Act, 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 
enrollees may be minimized.". 
SEC. 10019. 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 Rec
onciliation Act of 1987 may be conducted for 
an additional period of 2 years, and the dead
line for any report required relating to the 
results of such projects shall be not later 
than 6 months before the end of such addi
tional period. 

CHAPTER 3-MEDICARE PAYMENT 
ADVISORY COMMISSION 

SEC. 10021. 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 
Advisory Commission (in this section re
ferred to as the 'Commission'). 

"(b) DUTIES.-
"(!) REVIEW OF PAYMENT POLICIES AND AN

NUAL REPORTS.-The Commission shall-
"(A) review payment policies under this 

title, including the topics described in para
graph (2); 

"(B) make recommendations to Congress 
concerning such payment policies; 

"(C) by not later than March 1 of each year 
(beginning with 1998), submit a report to 
Congress containing the results of such re
views and its recommendations concerning 
such policies; and 

"(D) by not later than June 1 of each year 
(beginning with 1998), submit a report to 
Congress containing an examination of 
issues affecting the medicare program, in
cluding the implications of changes in health 
care delivery in the United States and in the 
market for health care services on the medi
care program. 
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" (2) SPECIFIC TOPICS TO BE REVIEWED.-
"(A) MEDICAREPLUS PROGRAM.-Specifi

cally, the Commission shall review, with re
spect to the MedicarePlus program under 
part C, the following: 

"( i) The methodology for making payment 
to plans under such program, including the 
making of differential payments and the dis
tribution of differential updates among dif
ferent payment areas. 

" (ii) The mechanisms used to adjust pay
ments for risk and the need to adjust such 
mechanisms to take into account health sta
tus of beneficiaries. 

"(iii) The implications of risk selection 
both among MedicarePlus organizations and 
between the MedicarePlus option and the 
medicare fee-for-service option. 

"(iv) The development and implementation 
of mechanisms to assure the quality of care 
for those enrolled with MedicarePlus organi
zations. 

"(v) The impact of the MedicarePlus pro
gram on access to care for medicare bene
ficiaries. 

"(vi) Other major issues in implementation . 
and further development of the MedicarePlus 
program. 

"(B) FEE-FOR-SERVICE SYSTEM.- Specifi
cally, the Commission shall review payment 
policies under parts A and B, including-

"(i) the factors affecting expenditures for 
services in different sectors, including the 
process for updating hospital, skilled nursing 
facility, physician, and other fees, 

"(ii) payment methodologies, and 
"(iii) their relationship to access and qual

ity of care for medicare beneficiaries. 
"(C) INTERACTION OF MEDICARE PAYMENT 

POLICIES WITH HEALTH CARE DELIVERY GEN
ERALLY.-Specifically, the Commission shall 
review the effect of payment policies under 
this title on the delivery of health care serv~ 
ices other than under this title and assess 
the implications of changes in health care 
delivery in the United States and in the gen
eral market for health care services on the 
medicare program. 

"(3) COMMENTS ON CERTAIN SECRETARIAL RE
PORTS.-If the Secretary submits to Congress 
(or a committee of Congress) a report that is 
required by law and that relates to payment 
policies under this title, the Secretary shall 
transmit a copy of the report ·to the Commis
sion. 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 submit to the appropriate 
committees of Congress written comments 
on such report. Such comments 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 additional reports to the appro
priate committees of Congress, from time to 
time on such topics relating to the program 
under this title as may be requested by such 
chairmen and members and as the Commis
sion deems appropriate. 

"(5) AVAILABILITY OF REPORTS.-The Com
mission 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.-For pur
poses of this section, the term 'appropriate 
committees of Congress' means the Commit
tees on Ways and Means and Commerce of 

the House of Representatives and the Com
mittee on Finance of the Senate. 

" (C) MEMBERSHTP.-
" (l) NUMBER AND APPOINTMENT.-The Com

mission shall be composed of 19 members ap
pointed by the Comptroller General. 

"(2) QUALIFICATIONS.-
"(A) IN GENERAL.-The membership of the 

Commission shall include individuals with 
national recognition for their expertise in 
health finance and economics, actuarial 
science, health facility management, health 
plans and integrated delivery systems, reim
bursement 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 bal
ance between urban and rural representa
tives. 

"(B) INCLUSTON.- The membership of the 
Commission shall include (but not be limited 
to) physicians and other heal th profes
sionals, employers, third party payers, indi
viduals skilled in the conduct and interpre
tation of biomedical, health services, and 
health economics research and expertise in 
outcomes and effectiveness research and 
technology assessment. Such membership 
shall also include representatives of con
sumers and the elderly. 

"(C) MAJORITY NONPROVIDERS.-Individuals 
who are directly involved in the provision, or 
management of the delivery, of items and 
services covered under this title shall not 
constitute a majority of the membership of 
the Commission. 

"(D) ETHICAL DISCLOSURE.-The Comp
troller General shall establish a system for 
public disclosure by members of the Commis
sion of financial and other potential con
flicts of interest relating 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 
staggered terms for the members first ap
pointed. 

"(B) V ACANCIES.-Any member appointed 
to fill a vacancy occurring before the expira
tion of the term for which the member's 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem
ber may serve after the expiration of that 
member's term until a successor has taken 
office. A vacancy in the Commission shall be 
filled in the manner in which the original ap
pointment was made. 

"(4) COMPENSATION.- While serving on the 
business of the Commission (including trav
eltime), a member of the Commission shall 
be entitled to compensation at the per diem 
equivalent of the rate provided for level IV of 
the Executive Schedule under section 5315 of 
title 5, United States Code; and while so 
serving away from home and member's reg
ular place of business, a member may be al
lowed travel expenses, as authorized by the 
Chairman of the Commission. Physicians 
serving as personnel of the Commission may 
be provided a physician comparability allow
ance by the Commission in the same manner 
as Government physicians may be provided 
such an allowance by an agency under sec
tion 5948 of title 5, United States Code, and 
for such purpose subsection (i) of such sec
tion shall apply to the Commission in the 
same manner · as it applies to the Tennessee 
Valley Authority. 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 appoint
ment. 

"(6) MEETINGS.-The Commission shall 
meet at the call of the Chairman. 

"(d) DIRECTOR AND STAFF; EXPERTS AND 
CONSULTANTS.- Subject to such review as the 
Comptroller General deems necessary to as
sure the efficient administration of the Com
mission, the Commission may-

" (1) employ and fix the compensation of an 
Executive Director (subject to the approval 
of the Comptroller General) and such other 
personnel as may be necessary to carry out 
its duties (without regard to the provisions 
of title 5, United States Code, governing ap
pointments in the competitive service); 

"(2) seek such assistance and support as 
may be required in the performance of its du
ties from appropriate Federal departments 
and agencies; 

"(3) enter into contracts or make other ar
rangements, as may be necessary for the 
conduct of the work of the Commission 
(without regard to section 3709 of the Re
vised Statutes (41 U.S.C. 5)); 

" (4) make advance, progress, and other 
payments which relate to the work of the 
Commission; 

" (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 inter
nal organization and operation of the Com
mission. 

"(e) POWERS.-
"(l) OBTAINING OFFICIAL DATA.- The Com

mission may secure directly from any de
partment or agency of the United States in
formation necessary to enable it to carry out 
this section. Upon request of the Chairman, 
the head of that department or agency shall 
furnish that information to the Commission 
on an agreed upon schedule. 

" (2) DATA COLLECTION.-In 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 accord
ance with this section, 

"(B) carry out, or award grants or con
tracts for, original research and experimen
tation, where existing information is inad
equate, and 

"(C) adopt procedures allowing any inter
ested party to submit information for the 
Commission 's use in making reports and rec
ommendations. 

" (3) ACCESS OF GAO TO INFORMATION.-The 
Comptroller General shall have unrestricted 
access to all deliberations, records, and non
proprietary data of the Commission, imme
diately upon request. 

" (4) PERIODIC AUDIT.-The Commission 
shall be subject to periodic audit by the 
Comptroller General. 

"(f) AUTHORIZATION OF APPROPRIATIONS.
" (l) REQUEST FOR APPROPRIATIONS.-The 

Commission shall submit requests for appro
priations in the same manner as the Comp
troller General submits requests for appro
priations, 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 sec
tion. 60 percent of such appropriation shall 
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be payable from the Federal Hospital Insur
ance Trust Fund, and 40 percent of such ap
propriation shall be payable from the Fed
eral Supplementary 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 
(11) 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 
"Prospective Payment Assessment Commis
sion" each place it appears in subsection 
(a)(l)(D) and subsection (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-l). 
(B) ELIMINATION OF CERTAIN REPORTS.-Sec

tion 1848 (42 U.S.C. 1395w-4) is amended-
(i) by striking subparagraph (F) of sub

section (d)(2), 
(ii) by striking subparagraph (B) of sub

section (f)(l), and 
(iii) in subsection (f)(3), by striking " Phy

sician Payment Review Commission, '' . 
(C) CONFORMING AMENDMENTS.-Section 

1848 (42 U.S.C. 1395w-4) is amended by strik
ing " Physician Payment Review Commis
sion" and inserting " Medicare Payment Ad
visory Commission" each place it appears in 
subsections (c)(2)(B)(iii), (g)(6)(C), and 
(g)(7)(C). 

(c) EFFECTIVE DATE; TRANSITION.-
(!) IN GENERAL.- The Comptroller General 

shall first provide for appointment of mem
bers 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 
MedPAC are first appointed, the Comptroller 
General, in consultation with the Prospec
tive Payment Assessment Commission (in 
this subsection referred to as " ProP AC") and 
the Physician Payment Review Commission 
(in this subsection referred to as " PPRC"), 
shall provide for the termination of the 
ProP AC and the PPRC. As of the date of ter
mination of the respective Commissions, the 
amendments made by paragraphs (1) and (2), 
respectively, of subsection (b) become effec
tive. The Comptroller General, to the extent 
feasible, shall provide for the transfer to the 
MedP AC of assets and staff of the ProP AC 
and the PPRC, without any loss of benefits 
or seniority by virtue of such transfers. Fund 
balances available to the ProPAC or the 
PPRC for any period shall be available to the 
MedPAC for such period for like purposes. 

(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 es
tablishment of the MedPAC) by the ProPAC 
and the PPRC, and, for this purpose, any ref
erence in law to either such Commission is 
deemed, after the appointment of the 
MedPAC, to refer to the MedPAC. 

CHAPTER 4-MEDIGAP PROTECTIONS 
SEC. 10031. MEDIGAP PROTECTIONS. 

(a) GUARANTEEING ISSUE WITHOUT PRE
EXISTING CONDITIONS FOR CONTINUOUSLY COV
ERED INDIVIDUALS.-Section 1882(s) (42 u.s.c. 
1395ss(s)) is amended-

(!) in paragraph (3), by striking " para
graphs (1) and (2)" and inserting "this sub
section", 

(2) by redesignating paragraph (3) as para
graph (4), and 

(3) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3)(A) The issuer of a medicare supple
mental policy-

"(1) may not deny or condition the 
issuance or effectiveness of a medicare sup
plemental policy described in subparagraph 
(C) that is offered and is available for 
issuance to new enrollees by such issuer; 

"(11) may not discriminate in the pricing of 
such policy, because of health status, claims 
experience, receipt of health care, or medical 
condition; and 

"(iii) may not impose an exclusion of bene
fits 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 sulJparagraph 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 sub
paragraph is an individual described in any 
of the following clauses: 

"(i) The individual is enrolled under an 
employee welfare benefit plan that provides 
health benefits that supplement the benefits 
under this title and the plan terminates or 
ceases to provide all such supplemental 
health benefits to the individual. 

"(11) The individual is enrolled with a 
MedicarePlus organization under a , 
MedicarePlus plan under part C, and there 
are circumstances permitting discontinu
ance of the individual 's election of the plan 
under section 185l(c)(4). 

"(iii) The individual is enrolled with an eli
gible organization under a contract under 
section 1876, a similar organization operating 
under demonstration project authority, with 
an organization under an agreement under 
section 1833(a)(l)(A), or with an organization 
under a policy described in subsection (t), 
and such enrollment ceases under the same 
circumstances that would permit discontinu
ance of an individual 's election of coverage 
under section 185l(c)(4) and, in the case of a 
policy described in subsection (t), there is no 
provision under applicable State law for the 
continuation of coverage under such policy. 

" (iv) The individual is enrolled under a 
medicare supplemental policy under this sec
tion and such enrollment ceases because-

"(!) 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 appli
cable Sta te law for the continuation of such 
coverage; 

"(II) the issuer of the policy substantially 
violated a material provision of the policy; 
or 

"(III) the issuer (or an agent or other enti
ty acting on the issuer 's behalf) materially 
misrepresented the policy's provisions in 
marketing the policy to the individual. 

" (v) The individual-
"(!) was enrolled under a medicare supple

mental policy under this section, 
"(II) subsequently terminates such enroll

ment and enrolls, for the first time, with any 
MedicarePlus organization under a 
MedicarePlus plan under part C, any eligible 
organization under a contract under section 
1876, any similar organization operating 
under demonstration project authority, any 
organiza tion under an agreement under sec
tion 1833(a)(l)(A), or any policy described in 
subsection (t), and 

"(Ill) the subsequent enrollment under 
subclause (II) is terminated by the enrollee 
during the first 6 months (or 3 months for 
terminations occurring on or after January 
l, 2003) of such enrollment. 

"(C)(i) Subject to clauses (ii) and (111), a 
medicare supplemental policy described in 
this subparagraph 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 
supplemental policy described in this sub
paragraph also includes (if available from 
the same issuer) the same medicare supple
mental policy referred to in such subpara
graph in which the individual was most re
cently previously enrolled. 

"(iii) For purposes of applying this para
graph in the case of a State that provides for 
offering of benefit packages other than under 
the classification referred to in clause (1), 
the references to benefit packages in such 
clause are deemed references to comparable 
benefit packages offered in such State. 

"(D) At the time of an event described in 
subparagraph (B) because of which an indi
vidual ceases enrollment or loses coverage or 
benefits under a contract or agreement, pol
icy, 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 individual, and obligations 
of issuers of medicare supplemental policies, 
under subparagraph (A).". 

(b) LIMITATION ON IMPOSITION OF PRE
EXISTING CONDI'l'ION ExCLUSION DURING INI
TIAL OPEN ENROLLMENT PERIOD.-Section 
1882(s)(2) (42 U.S.C. 1395ss(s)(2)) ls amended-

(1) in subparagraph (B), by striking "sub
paragraph (C)" and inserting "subparagraphs 
(C) and (D)", and 

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

"(D) In the case of a policy issued during 
the 6-month period described in subpara
graph (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 en
rollment has a continuous period of cred
itable coverage (as defined in 2701(c) of the 
Public Health Service Act) of-

"(i) at least 6 months, the policy may not 
exclude benefits based on a pre-existing con
dition; or 

"(ii) of less than 6 months, if the policy ex
cludes benefits based on a preexisting condi
tion, the policy shall reduce the period of 
any preexisting condition exclusion by the 
aggregate of the periods of creditable cov
erage (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 sec ti on 2701(a)(3) of such Act." . 

(C) EFFECTIVE DATES.-
(1) GUARAN'rEED 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. 

(d) TRANSITION PROVISIONS.-
(1) IN GENERAL.-If the Secretary of Heal th 

and Human Services identifies a State as re
quiring a change to its statutes or regula
tions to conform its regulatory program to 
the changes made by this section, the State 
regulatory program shall not be considered 
to be out of compliance with the require
ments of section 1882 of the Social Security 
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Act due solely to failure to make such 
change until the date specified in paragraph 
(4). 

(2) NAIC S'I'ANDARDS.-If, within 9 months 
after the date of the enactment of this Act, 
the National Association of Insurance Com
missioners (in this subsection referred to as 
the " NAIC ") modifies its NAIC Model Regu
lation relating to section 1882 of the Social 
Security Act (referred to in such section as 
the 1991 NAIC Model Regulation, as modified 
pursuant to section 171(m)(2) of the Social 
Security Act Amendments of 1994 (Public 
Law 103-432) and as modified pursuant to sec
tion 1882(d)(3)(A)(vi)(IV) of the Social Secu
rity Act, as added by section 271(a) of the 
Health Insurance Portability and Account
ability Act of 1996 (Public Law 104-191) to 
conform to the amendments made by this 
section, such revised regulation incor
porating the modifications shall be consid
ered to be the applicable NAIC model regula
tion (includfog the revised NAIC model regu
lation and the 1991 NAIC Model Regulation) 
for the purposes of such section. 

(3) SECRETARY STANDARDS.-If the NAIC 
does not make the modifications described in 
paragraph (2) within the period specified in 
such paragraph, the Secretary of Health and 
Human Services shall make the modifica
tions described in such paragraph and such 
revised regulation incorporating the modi
fications shall be considered to be the appro
priate 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 conform its regulatory pro
gram to the changes made by this section, or 

(ii) 1 year after the date the NAIC or the 
Secretary first makes the modifications 
under paragraph (2) or (3), respectively. 

(B) ADDITIONAL LEGISLATIVE ACTION RE
QUIRED.-In the case of a State which the 
Secretary identifies as-

(i) requiring State legislation (other than 
legislation appropriating funds) to conform 
its regulatory 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 begin
ning 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. 
SEC. 10032. MEDICARE PREPAID COMPETfl'IVE 

PRICING DEMONSTRATION 
PROJECT. 

(a) ESTABLISHMENT OF PROJECT.-The Sec
retary of Health and Human Services shall 
provide, beginning not later than 1 year after 
the date of the enactment of this Act, for im
plementation of a project (in this section re
ferred to as the " project") to demonstrate 
the application of, and the consequences of 
applying, a market-oriented pricing system 
for the provision of a full range of medicare 
benefits in a geographic area. 

(b) RESEARCH DESIGN ADVISORY COM
MITTEE.-

(1) IN GENERAL.-Before implementing the 
project under this section, the Secretary 
shall appoint a national advisory committee, 
including independent actuaries and individ
uals with expertise in competitive health 

plan pricing, to make recommendations to 
the Secretary concerning the appropriate re
search design for implementing the project. 

(2) INITIAL RECOMMENDATIONS.-The com
mittee initially shall submit recommenda
tions respecting the method for a:rea selec
tion, benefit design among plans offered, 
structuring choice among health plans of
fered, methods for setting the price to be 
paid to plans, collection of plan information 
(including information concerning quality 
and access to care), information dissemina
tion, and methods of evaluating the results 
of the project. 

(3) ADVICE DURING IMPLEMENTATION.- Upon 
implementation of the project, the com
mittee shall continue to advise the Sec
retary on the application of the design in dif
ferent areas and changes in the project based 
on experience with its operations. 

(C) AREA SELECTION.-
(1) IN GENERAL.-Taking into account the 

recommendations of the advisory committee 
submitted under subsection (b), the Sec
retary shall designate areas in which the 
project will operate. 

(2) APPOINTMENT OF AREA ADVISORY COM
MITTEE.-Upon the designation of an area for 
inclusion in the project, the Secretary shall 
appoint an area advisory committee, com
posed of representatives of health plans, pro
viders, and medicare beneficiaries in the 
area, to advise the Secretary concerning how 
the project will actually be implemented in 
the area. Such advice may include advice 
concerning the marketing and pricing of 
plans in the area and other salient factors 
relating. 

(d) MONITORING AND REPORT.-
(1) MONITORING IMPACT.-Taking into con

sideration the recommendations of the gen
eral advisory committee (appointed under 
subsection (b)), the Secretary shall closely 
monitor the impact of projects in areas on 
the price and quality of, and access to, medi
care covered services, choice of heal th plan, 
changes in enrollment, and other relevant 
factors. 

(2) REPORT.-The Secretary shall periodi
cally report to Congress on the progress 
under the project under this section. 

(e) WAIVER AUTHORITY.-The Secretary of 
Health and Human Services may waive such 
requirements of section 1876 (and such re
quirements of part C of title XVIII, as 
amended by chapter 1), of the Social Secu
rity Act as may be necessary for the pur
poses of carrying out the project. 
CHAPTER 5-TAX TREATMENT OF HOS

PITALS PARTICIPATING IN PROVIDER
SPONSORED ORGANIZATIONS 

SEC. 10041. TAX TREATMENT OF HOSPITALS 
WHICH PARTICIPATE IN PROVIDER
SPONSORED ORGANIZATIONS. 

(a) IN GENERAL.- Section 501 of the Inter
nal Revenue Code of 1986 (relating to exemp
tion from tax on corporations, certain 
trusts, etc.) is amended by redesignating 
subsection (o) as subsection (p) and by in
serting after subsection (n) the following 
new subsection: 

"(O) TREA'l'MENT OF HOSPITALS PARTICI
PATING IN PROVIDER-SPONSORED 0RGANIZA
TIONS.-An organization shall not fail to be 
treated as organized and operated exclu
sively for a charitable purpose for purposes 
of subsection (c)(3) solely because a hospital 
which is owned and operated by such organi
zation 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 exempt 
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. 10101. 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 performed 
within 11 months following the month in 
which a previous 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 mam
mography (as described in section 186l(jj))" . 

(C) CONFORMING AMENDMENT.-Section 
1834(c)(l)(C) of such Act (42 U.S.C. 
1395m(c)(l)(C)) ls amended by striking ", sub
ject to the deductible established under sec
tion 1833(b),". 

(d) EFFECTIVE DATE.- The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 10102. SCREENING PAP SMEAR AND PELVIC 

EXAMS. 
(a) COVERAGE OF PELVIC EXAM; INCREASING 

FREQUENCY OF COVERAGE OF PAP SMEAR.
Section 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 "cer
vical" each place it appears; 

(3) by striking "(nn)" and inserting 
"(nn)(l)"; 

(4) by striking " 3 years" and all that fol
lows and inserting " 3 years, or during the 
preceding year in the case of a woman de
scribed in paragraph (3). "; and 

(5) by adding at the end the following new 
paragraphs: 

" (2) The term 'screening pelvic exam' 
means an pelvic examination provided to a 
woman if the woman involved has not had 
such an examination 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 not had 
a test described in this subsection during 
each of the preceding 3 years that did not in
dicate the presence of cervical or vaginal 
cancer; or 

"(B) is at high risk of developing cervical 
or vaginal cancer (as determined pursuant to 
factors identified by the Secretary).". 

(b) WAIVER OF DEDUCTIBLE.- The first sen
tence of section 1833(b) (42 U.S.C. 1395l(b)), as 
amended by section 10101(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 de
scribed in section 1861(nn))". 

(c) CONFORMING AMENDMENTS.-Sections 
1861(s)(14) and 1862(a)(l)(F) (42 U.S.C. 
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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 18480)(3)(42 U.S.C. 1395w-
4(j)(3)) is amended by striking "and (4)" and 
inserting "(4) and (14) (with respect to serv
ices 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. 10103. 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 sub

paragraphs (N) and (0), and 
(B) by inserting after subparagraph (0) the 

following new subparagraph: 
"(P) prostate cancer screening tests (as de

fined in subsection (oo)); and"; and 
(2) by adding at the end the following new 

subsection: 
"Prostate Cancer Screening Tests 

"(oo)(l) The term 'prostate cancer screen
ing test' means a test that consists of any 
(or all) of the procedures described in para
graph (2) provided for the purpose of early 
detection of prostate cancer to a man over 50 
years of age who has not had such a test dur
ing the preceding year. 

"(2) The procedures described in this para-
graph are as follows: 

"(A) A digital rectal examination. 
"(B) A prostate-specific antigen blood test. 
"(C) For years beginning after 2001, such 

other procedures as the Secretary finds ap
propriate for the purpose of early detection 
of prostate cancer, taking into account 
changes in technology and standards of med
ical practice, availability, effectiveness, 
costs, and such other factors as the Sec
retary considers appropriate.". 

(b) PAYMENT FOR PROSTATE-SPECIFIC ANTI
GEN BLOOD TEST UNDER CLINICAL DIAGNOSTIC 
LABORATORY TEST FEE SCHEDULES.-Section 
1833(h)(l)(A) (42 U.S.C. 1395l(h)(l)(A)) is 
amended by inserting after " laboratory 
tests" the following: "(including prostate 
cancer screening tests under section 1861(00) 
consisting of prostate-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 

semicolon at the end and inserting ", and", 
and 

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

"(G) in the case of prostate cancer screen
ing tests (as defined in section 1861(00)), 
which are performed more frequently than is 
covered under such section;"; and 

(2) in paragraph (7), by striking ''paragraph 
(l)(B) or under paragraph (l)(F)" and insert
ing "subparagraphs (B), (F), or (G) of para
graph (l)" . 

(d) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.-Section 18480)(3)(42 U.S.C. 1395w-
4(j)(3)), as amended by section 10102, is 
amended by inserting ", (2)(P) (with respect 
to services described in subparagraphs (A) 
and (C) of section 1861(00)" after "(2)(G)" 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 10104. COVERAGE OF COLORECTAL SCREEN

ING. 
(a) COVERAGE.-

(1) IN GENERAL.-Section 1861 (42 u.s.c. 
1395x), as amended by section 10103(a), is 
amended-

(A) in subsection (s)(2)-
(i) by s triking " 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 following new 

subparagraph: 
"(R) colorectal cancer screening tests (as 

defined 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 furnished to an individual for the 
purpose of early detection of colorectal can
cer: 

"(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) Screening barium enema, if found by 
the Secretary to be an appropriate alter
native to screening flexible sigmoidoscopy 
under subparagraph (B) or screening 
colonoscopy under subparagraph (C) . 

"(E) For years beginning after 2002, such 
other procedures as the Secretary finds ap
propriate for the purpose of early detection 
of colorectal cancer, taking into account 
changes in technology and standards of med
ical practice, availability, effectiveness, 
costs, and such other factors as the Sec
retary considers appropriate. 

"(2) In paragraph (l)(C), an 'individual at 
high risk for colorectal cancer' is an indi
vidual who, because of family history, prior 
experience of cancer or precursor neoplastic 
polyps, a history of chronic digestive disease 
condition (including inflammatory bowel 
disease, Crohn's Disease, or ulcerative coli
tis), the presence of any appropriate recog
nized gene markers for colorectal cancer, or 
other predisposing factors, faces a high risk 
for colorectal cancer.". 

(2) DEADLINE FOR DECISION ON COVERAGE OF 
SCREENING BARIUM ENEMA.- Not later than 2 
years after the date of the enactment of this 
section, the Secretary of Health and Human 
Services shall issue and publish a determina
tion on the treatment of screening barium 
enema as a colorectal cancer screening test 
under section 186l(pp) (as added by subpara
graph (B)) as an alternative procedure to a 
screening flexible sigmoidoscopy or screen
ing colonoscopy. 

(b) FREQUENCY AND PAYMENT LIMITS.-
(1) IN GENERAL.-Section 1834 (42 u.s.c. 

1395m) is amended by inserting after sub
section (c) the following new subsection: 

"(d) FREQUENCY AND PAYMENT LIMITS FOR 
COLORECTAL CANCER SCREENING TESTS.-

''(1) SCREENING FECAL-OCCULT BLOOD 
TESTS.-

"(A) PAYMENT LIMIT.-In establishing fee 
schedules under section 1833(h) with respect 
to colorectal cancer screening tests con
sisting of screening fecal-occult blood tests, 
except as provided by the Secretary under 
paragraph (4)(A), the payment amount estab
lished for tests performed-

"(i) in 1998 shall not exceed $5; and 
"(ii) in a subsequent year, shall not exceed 

the limit on the payment amount estab
lished under this subsection for such tests 
for the preceding year, adjusted by the appli
cable adjustment under section 1833(h) for 
tests performed in such year. 

"(B) FREQUENCY LIMIT.- Subject to revision 
by the Secretary under paragraph (4)(B), no 

payment may be made under this part for 
colorectal cancer screening test consisting of 
a screening fecal-occult 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-oc
cul t blood test. 

" (2) SCREENING FLEXIBLE 
SIGMOIDOSCOPIES.-

"(A) FEE SCHEDULE.-The Secretary shall 
establish a payment amount under section 
1848 with respect to colorectal cancer screen
ing tests consisting of screening flexible 
sigmoidoscopies that is consistent with pay
ment amounts under such section for similar 
or related services, except that such pay
ment amount shall be established without 
regard to subsection (a)(2)(A) of such section. 

"(B) PAYMENT LIMIT.-In the case of screen
ing flexible sigmoidoscopy services-

"(i) the payment amount may not exceed 
such amount as the Secretary specifies, 
based upon the rates recognized under this 
part for diagnostic flexible sigmoidoscopy 
services; and 

"(ii) that, in accordance with regulations, 
may be performed in an ambulatory surgical 
center and for which the Secretary permits 
ambulatory surgical center payments under 
this part and that are performed in an ambu
latory surgical center or hospital outpatient 
department, the payment amount under this 
part may not exceed the lesser of (I) the pay
ment rate that would apply to such services 
if they were performed in a hospital out
patient department, or (II) the payment rate 
that would apply to such services if they 
were performed in an ambulatory surgical 
center. 

"(C) SPECIAL RULE FOR DETECTED LESIONS.
If during the course of such screening flexi
ble sigmoidoscopy, a lesion or growth is de
tected which results in a biopsy or removal 
of the lesion or growth, payment under this 
part shall not be made for the screening 
flexible sigmoidoscopy but shall be made for 
the procedure classified as a flexible 
sigmoidoscopy with such biopsy or removal. 

"(D) FREQUENCY LIMIT.-Subject to revi
sion by the Secretary under paragraph (4)(B), 
no payment may be made under this part for 
a colorectal cancer screening test consisting 
of a screening flexible sigmoidoscopy-

" (1) if the individual is under 50 years of 
age; or 

"(ii) if the procedure is performed within 
the 47 months after a previous screening 
flexible sigmoidoscopy. 

"(3) SCREENING COLONOSCOPY FOR INDIVID
UALS AT HIGH RISK FOR COLORECTAL CANCER.-

"(A) FEE SCHEDULE.-The Secretary shall 
establish a payment amount under section 
1848 with respect to colorectal cancer screen
ing test consisting of a screening 
colonoscopy for individuals at high risk for 
colorectal cancer (as defined in section 
186l(pp)(2)) that is consistent with payment 
amounts under such section for similar or re
lated services, except that such payment 
amount shall be established without regard 
to subsection (a)(2)(A) of such section. 

"(B) PAYMENT LIMIT.-In the case of screen
ing colonoscopy services-

"(1) the payment amount may not exceed 
such amount as the Secretary specifies, 
based upon the rates recognized under this 
part for diagnostic colonoscopy services; and 

"(ii) that are performed in an ambulatory 
surgical center or hospital outpatient de
partment, the payment amount under this 
part may not exceed the lesser of (I) the pay
ment rate that would apply to such services 
if they were performed in a hospital out
patient department, or (II) the payment rate 
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that would apply to such services if they 
were performed in an ambulatory surgical 
center. 

" (C) SPECIAL RULE FOR DETECTED LESIONS.
If during the course of such screening 
colonoscopy, a lesion or growth is detected 
which results in a biopsy or removal of the 
lesion or growth, payment under this part 
shall not be made for the screening 
colonoscopy but shall be made for the proce
dure classified as a colonoscopy with such bi-
opsy or removal. · 

"(D) FREQUENCY LIMIT.-Subject to revi
sion by the Secretary under paragraph (4)(B), 
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 proce
dure is performed within the 23 months after 
a previous screening colonoscopy. 

"(4) REDUCTIONS IN PAYMENT LIMIT AND RE
VISION OF FREQUENCY.-

" (A) REDUCTIONS IN PAYMENT LIMIT FOR 
SCREENING FECAL-OCCULT BLOOD TESTS.- The 
Secretary shall review from time to time the 
appropriateness of the amount of the pay
ment limit established for screening fecal
occult blood tests under paragraph (l)(A). 
The Secretary may, with respect to tests 
performed in a year after 2000, reduce the 
amount of such limit as it applies nationally 
or in any area to the amount that the Sec
retary estimates is required to assure that 
such tests of an appropriate quality are read
ily and conveniently available during the 
year. 

"(B) REVISION OF FREQUENCY.-
"(i) REVIEW.-The Secretary shall review 

periodically the appropriate frequency for 
performing colorectal cancer screening tests 
based on ag·e and such other factors as the 
Secretary believes to be pertinent. 

" (ii) REVISION OF FREQUENCY.-The Sec
retary, taking into consideration the review 
made under clause (i), may revise from time 
to time the frequency with which such tests 
may be paid for under this subsection, but no 
such revision shall apply to tests performed 
before January 1, 2001. 

"(5) LIMl1'ING CHARGES OF NONPARTICI
PATING PHYSICIANS.-

"(A) IN GENERAL.-In the case of a 
colorectal cancer screening test consisting of 
a screening flexible sigmoidoscopy or a 
screening colonoscopy provided to an indi
vidual at high risk for colorectal cancer for 
which payment may be made unde.r this part, 
if a nonparticipating physician provides the 
procedure to an individual enrolled under 
this part, the physician may not charge the 
individual more than the limiting charge (as 
defined in section 1848(g)(2)). 

" (B) ENFORCEMENT.-If a physician or sup
plier knowing and willfully imposes a charge 
in violation of subparagraph (A), the Sec
retary may apply sanctions against such 
physician or supplier in accordance with sec
tion 1842(j)(2).". 

(2) SPECIAL RULE FOR SCREENING BARIUM 
ENEMA.-If the Secretary of Health and 
Human Services issues a determination 
under subsection (a)(2) that screening bar
ium enema should be covered as a colorectal 
cancer screening test under section 1861(pp) 
(as added by subsection (a)(l)(B)), the Sec
retary shall establish frequency limits (in
cluding revisions of frequency limits) for 
such procedure consistent with the fre
quency limits for other colorectal cancer 
screening tests under section 1834(d) (as 
added by subsection (b)(l)), and shall estab
lish payment limits (including limits on 
charges of nonparticipating physicians) for 
such procedure consistent with the payment 

limits under part B of title XVIII for diag
nostic barium enema procedures. 

(C) CONFORMING AMENDMENTS.-(!) Para
graphs (l)(D) and (2)(D) of section 1833(a) (42 
U.S.C. 1395l(a)) are each amended by insert
ing " 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 
Secretary" and inserting " Subject to para
graphs (1) and (4)(A) of section 1834(d), the 
Secretary". 

(3) Clauses (i) and (ii) of section 
1848(a)(2)(A) (42 U.S.C. 1395w-4(a)(2)(A)) are 
each amended by inserting after "a service" 
the following: " (other than a colorectal can
cer screening test consisting of a screening 
colonoscopy provided to an individual at 
hig·h risk for colorectal cancer or a screening 
flexible sigmoidoscopy)". 

(4) Section 1862(a) (42 U.S.C. 1395y(a)), as 
amended by section 10103(c), is amended

(A) in paragraph (1)-
(i) in subparagraph (F), by striking " and" 

at the end, 
(ii) in subparagraph (G), by striking the 

semicolon at the end and inserting ", and", 
and 

(iii) by adding at the end the following 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) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 10105. DIABETES SCREENING TESTS. 

(a) COVERAGE OF DIABETES OUTPATIENT 
SELF-MANAGEMENT TRAINING SERVICES.-

(!) IN GENERAL.-Section 1861 (42 u.s.c. 
1395x), as amended by sections 10103(a) and 
10104(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 following new 

subparagraph: 
"(S) diabetes outpatient self-management 

training services (as defined in subsection 
(qq)); and"; and 

(B) 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 to 
an individual with diabetes by a certified 
provider (as described in paragraph (2)(A)) in 
an outpatient setting· by an individual or en
tity who meets the quality standards de
scribed in paragraph (2)(B), but only if the 
physician who is managing the individual 's 
diabetic condition certifies that such serv
ices are needed under a comprehensive plan 
of care related to the . individual's diabetic 
condition to provide the individual with nec
essary skills and knowledge (including skills 
related to the self-administration of 
injectable drugs) to participate in the man
agement of the individual's condition. 

"(2) In paragraph (1)-
" (A) a 'certified provider' is a physician, or 

other individual° or entity designated by the 
Secretary, that, in addition to providing dia
betes outpatient self-management training 
services, provides other items or services for 
which payment may be made under this 
title; and 

"(B) a physician, or such other individual 
or entity, meets the quality standards de
scribed 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 individual or entity meets 
applicable standards originally established 
by the National Diabetes Advisory Board and 
subsequently revised by org·anizations who 
participated in the establishment of stand
ards by such Board, or is recognized by an or
ganization that represents individuals (in
cluding individuals under this title) with di
abetes as meeting standards for furnishing 
the services. " . 

(2) PAYMENT UNDER PHYSICIAN FEE SCHED
ULE.-Section 1848(j)(3)(42 U.S.C. 1395w-
4(j)(3)) as amended in sections 10102 and 
10103, is amended by inserting "(2)(S), " be
fore " (3)," . 

(3) CONSULTATION WITH ORGANIZATIONS IN 
ESTABLISHING PAYMENT AMOUNTS FOR SERV
ICES PROVIDED BY PHYSICIANS.-In estab
lishing payment amounts under section 1848 
of the Social Security Act for physicians' 
services consisting of diabetes outpatient 
self-management training services, the Sec
retary of Health and Human Services shall 
consult with appropriate organizations, in
cluding such organizations representing indi
viduals or medicare beneficiaries with diabe
tes, in determining the relative value for 
such services under section 1848(c)(2) of such 
Act. 

(b) BLOOD-TESTING STRIPS FOR INDIVIDUALS 
WITH DIABETES.-

(!) INCLUDING STRIPS AND MONITORS AS DU
RABLE MEDICAL EQUIPMENT.-The first sen
tence ·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 indi
viduals 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 add
ing before the period the following: " (re
duced 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.-

(!) IN GENERAL.-The Secretary of Health 
and Human Services, in consultation with 
appropriate organizations, shall establish 
outcome measures, including glysolated he
moglobin (past 90-day average blood sugar 
levels), for purposes of evaluating the im
provement of the health status of medicare 
beneficiaries with diabetes mellitus. 

(2) RECOMMENDATIONS FOR MODIFICATIONS 
TO SCREENING BENEFITS.-Taking into ac
count information on the health status of 
medicare beneficiaries with diabetes 
mellitus as measured under the outcome 
measures established under subparagraph 
(A), 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 progTam. 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
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SEC. 10106. STANDARDIZATION OF MEDICARE 

COVERAGE OF BONE MASS MEAS· 
URE MEN TS. 

(a) IN GENERAL.- Section 1861 (42 u.s.c. 
1395x), as amended by sections 10103(a), 
10104(a), 10105(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 

paragraph (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 
following new paragraph: 

"(15) bone mass measurement (as defined 
in subsection (rr))."; and 

(2) by inserting after subsection (qq) the 
following new subsection: 

"Bone Mass Measurement 
"(rr)(l) The term 'bone mass measurement' 

means a radiologic or radioisotopic proce
dure or other procedure approved by the 
Food and Drug Administration performed on 
a qualified individual (as defined in para
graph (2)) for the purpose of identifying bone 
mass or detecting bone loss or determining 
bone quality, and includes a physician's in
terpretation of the results of the procedure. 

"(2) For purposes of this subsection, the 
term 'qualified individual' means an indi
vidual who is (in accordance with regula
tions prescribed by the Secretary)-

"(A) an estrogen-deficient woman at clin
ical risk for osteoporosis; 

"(B) an individual with vertebral abnor
malities; 

"(C) an individual receiving long-term 
glucocorticoid steroid therapy; 

"(D) an individual with primary 
hyperparathyroidism; or 

"(E) an individual being monitored to as
sess the response to or efficacy of an ap
proved osteoporosis drug therapy. 

"(3) The Secretary shall establish such 
standards regarding the frequency with 
which a qualified individual shall be eligible 
to be provided benefits for bone mass meas
urement under this title.". 

(b) PAYMEN'l' UNDER PHYSICIAN FEE SCHED
ULE.- Section 18480)(3) (42 U.S.C. 1395w-
4(j)(3)), as amended by sections 10102, 10103, 
and 10105, 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 measurements performed on or after 
July 1, 1998. 
SEC. 10107. VACCINES OUTREACH EXPANSION. 

(a) EXTENSION OF INFLUENZA AND PNEUMO
COCCAL VACCINATION CAMPAIGN.-ln order to 
increase utilization of pneumococcal and in
fluenza vaccines in medicare beneficiaries, 
the Influenza and Pneumococcal Vaccination 
Campaign carried out by the Health Care Fi
nancing Administration in conjunction with 
the Centers for Disease Control and Preven
tion and the National Coalition for Adult 
Immunization, is extended until the end of 
fiscal year 2002. 

(b) AUTHORIZATION OF APPROPRIATION.
There are hereby authorized to be appro
priated for each of fiscal years 1998 through 

2002, $8,000,000 for the Campaign described in 
subsection (a). Of the amount so authorized 
to be appropriated in each fiscal year, 60 per
cent 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 In
surance Trust Fund. 
SEC. 10108. STUDY ON PREVENTIVE BENEFITS. 

(a) STUDY.-The Secretary of Health and 
Human Services shall request the National 
Academy of Sciences, in conjunction with 
the United States Preventive Services Task 
Force, to analyze the expansion or modifica
tion of preventive benefits provided to medi
care beneficiaries under title XVIII of the 
Social Security Act. The analysis shall con
sider both the short term and long term ben
efits, 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 sub
section la) to the Committee on Ways and 
Means and the Committee on Commerce of 
the House of Representatives and the Com
mittee on Finance of the Senate. 

(2) CONTENTS.-Such report shall include 
specific findings with respect to coverage of 
the following preventive benefits: 

(A) Nutrition therapy, including parenteral 
and enteral nutrition. · 

(B) Medically necessary dental care. 
(C) Routine patient care costs for bene

ficiaries enrolled in approved clinical trial 
programs. 

(D) Elimination of time limitation for cov
erage of immunosuppressive drugs for trans
plant patients. 

(3) F UNDING.- From funds appropriated to 
the Department of Health and Human Serv
ices for fiscal years 1998 and 1999, the Sec
retary shall provide for such funding as may 
be necessary for the conduct of the analysis 
by the National Academy of Sciences under 
this section. 

Subtitle C-Rural Initiatives 
SEC. 10201. RURAL PRIMARY CARE HOSPITAL 

PROGRAM. 
(a) RURAL PRIMARY CARE HOSPITAL PRO

GRAM.-Section 1820 (42 U.S.C. 13951-4) is 
amended to read as follows: 

"MEDICARE RURAL PRIMARY CARE HOSPITAL 
PROGRAM 

" SEC. 1820. (a) S'l'ATE DESIGNATION OF FA
CILITIES.-

"(1) IN GENERAL.-A State may designate 
one or more facilities as a rural primary care 
hospital in accordance with paragraph (2). 

" (2) CRITERIA FOR DESIGNATION AS RURAL 
PRIMARY CARE HOSPITAL.-A State may des
ignate a facility as a rural primary care hos
pital if the facility-

"(A) is a nonprofit or public hospital, and 
is located in a county (or equivalent unit of 
local government) in a rural area (as defined 
in section 1886(d)(2)(D)) that-

"(i) is located a distance that corresponds 
to a travel time of greater than 30 minutes 
(using the guidelines specified under part 
IBl(b) of Appendix A to part 5 of title 42, 
Code of Federal Regulations, as in effect on 
October 1, 1996), from a hospital, or another 
facility described in this subsection, or 

"(ii) is certified by the State as being a 
necessary provider of health care services to 
residents in the area because of local geog
raphy or service patterns; 

"(B) makes available 24-hour emergency 
care services; 

" (C) provides at any time not more than 15 
acute care inpatient beds (meeting such 

standards as the Secretary may establish) 
for providing inpatient care for a period not 
to exceed 96 hours (unless a longer period is 
required because transfer to a hospital is 
precluded because of inclement weather or 
other emergency conditions), except that a 
peer review organization or equivalent enti
ty may, on request, waive the 96-hour re
striction on a case-by-case basis; 

"(D) meets such staffing requirements as 
would apply under section 1861(e) to a hos
pital located in a rural area, except that-

"(i) the facility need not meet hospital 
standards relating to the number of hours 
during a day, or days during a week, in 
which the facility must be open and fully 
staffed, except insofar as the facility is re
quired to make available emergency care 
services as determined under subparagraph 
(B) and must have nursing services available 
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, labora
tory technician, medical technologist, and 
radiological technologist on a part-time, off
site basis under arrangements as defined in 
section 1861(w)(l), and 

" (iii) the inpatient care described in sub
paragraph (C) may be provided by a physi
cian's assistant, nurse practitioner, or clin
ical nurse specialist subject to the oversight 
of a physician who need not be present in the 
facility; 

"(E) meets the requirements of subpara
graph (I) of paragraph (2) of section 1861(aa); 
and 

"(F) has executed and in effect an agree
ment described in subsection (b)(l). 

"(b) AGREEMENTS.-
"(!) IN GENERAL.-Each rural primary care 

hospital shall have an agreement with re
spect to each item described in paragraph (2) 
with at least 1 hospital (as defined in section 
1861(e)). 

"(2) ITEMS DESCRIBED.-The items described 
in this paragraph are the following: 

"(A) Patient referral and transfer. 
" (B) The development and use of commu

nications systems including (where fea
sible)-

" (i) telemetry systems, and 
"(ii) systems for electronic sharing of pa

tient data. 
"(C) The provision of emergency and non

emergency transportation between the facil
ity and the hospital. 

"(3) CREDENTIALING AND QUALITY ASSUR
ANCE.-Each rural primary care hospital 
shall have an agreement with respect to 
credentialing and quality assurance with at 
least 1-

"(A) hospital, 
" (B) peer review organization or equivalent 

entity, or 
"(C) other appropriate and qualified entity 

identified by the State. 
" (c) CERTIFICATION BY THE SECRETARY.

The Secretary shall certify a facility as a 
rural primary care hospital if the facility

"(1) is designated as a rural primary care 
hospital by the State in which it is located; 
and 

"(2) meets such other criteria as the Sec
retary may require. 

"(d) PERMITTING MAINTENANCE OF SWING 
BEns.-Nothing in this section shall be con
strued to prohibit a State from designating 
or the Secretary from certifying a facility as 
a rural primary care hospital solely because, 
at the time the facility applies to the State 
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for designation as a rural primary care hos
pital, there is in effect an agreement be
tween the facility and the Secretary under 
section 1883 under which the facility's inpa
tient hospital facilities are used for the pro
vision 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 
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. For pur
poses of the previous sentence, any bed of a 
unit of the facility that is licensed as a dis
tinct-part skilled nursing facility at the 
time the facility applies to the State for des
ignation as a rural primary care hospital 
shall not be counted. 

"(e) WAIVER OF CONFLICTING PART A PROVI
SIONS.-The Secretary is authorized to waive 
such provisions of this part and part C as are 
necessary to conduct the program estab
lished under this section. ". 

(b) PAYMENT ON A REASONABLE COST 
BASIS.-

(1) MEDICARE PART A.-Section 1814(1) (42 
U.S.C. 1395f(l)) is amended to read as follows: 

"(l) PAYMENT FOR INPATIENT RURAL PRI
MARY CARE HOSPITAL SERVICES.-The amount 
of payment under this part for inpatient 
rural primary care hospital services is the 
reasonable costs of the rural primary care 
hospital in providing such services.". 

(2) MEDICARE PART B.-Section 1834(g) (42 
U.S.C. 1395m(g)) is amended to read as fol
lows: 

"(g) PAYMENT FOR OUTPATIENT RURAL PRI
MARY CARE HOSPITAL SERVICES.-The amount 
of payment under this part for outpatient 
rural primary care hospital services is the 
reasonable costs of the rural primary ·care 
hospital in providing such services.". 

(c) LENGTHENING MAXIMUM PERIOD OF PER
MITI'ED INPATIENT STAY.-Section 1814(a)(8) 
(42 U.S.C. 1395f(a)(8)) is amended by striking 
" 72 hours" and inserting " 96 hours" . 

(d) PAYMENT CONTINUED TO DESIGNATED ES
SENTIAL ACCESS COMMUNITY HOSPITALS AND 
DESIGNATED RURAL PRIMARY CARE HOS
PITALS.-

(1) ESSENTIAL ACCESS COMMUNl'l'Y HOS
Pl'l'ALS.-Section 1886(d)(5)(D) (42 u.s.c. 
1395ww(d)(5)(D)) is amended-

(A) in clause (iii)(III), by inserting "as in 
effect on September 30, 1997'' before · the pe
riod at the end; and 

(B) in clause (v), by inserting "as in effect 
on September 30, 1997" after " 1820(i)(l) " and 
after " 1820(g)" . 

(2) RURAL PRIMARY CARE HOSPITALS.- Sec
tion 1861(mm)(l) (42 U.S.C. 1395x(mm)(l)) is 
amended by striking " 1820(i)(2)." and insert
ing " 1820(c), and includes a facility des
ignated by the Secretary under section 
1820(1)(2) as in effect on September 30, 1997.". 

(3) MEDICAL ASSISTANCE FACILITY.-Any fa
cility that, as of March 1, 1997, operated as a 
limited service rural hospital under a dem
onstration described in section 4008(1)(1) of 
the Omnibus Budget Reconciliation Act of 
1990 (42 U.S.C. 1395b- 1 note) shall be treated 
as a rural primary care hospital for the pur
poses of title XVIII of the Social Security 
Act so long as it continues to meet the re
quirements of the demonstration protocol re
lating to staffing, services, quality assur
ance, and related factors. 

(e) CONFORMING AMENDMENT.-Section 
1883(a)(l) (42 U.S.C. 1395tt(a)(l)) is amended 
by inserting " or rural primary care hos
pital" after " Any hospital" . 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished in cost reporting periods beginning 
on or after October 1, 1997. 

SEC. 10202. PROHIBITING DENIAL OF REQUEST 
BY RURAL REFERRAL CENTERS FOR 
RECLASSIFICATION ON BASIS OF 
COMPARABILITY 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 fol
lowing new clause: 

"(iii) Under the guidelines published by the 
Secretary under clause (i), in the case of a 
hospital which has ever been classified by 
the Secretary as a rural referral center 
under paragraph (5)(C), the Board may not 
reject the application of the hospital under 
this paragraph on the basis of any compari
son between the average hourly wage of the 
hospital and the average hourly wage of hos
pitals in the area in which it is located. " . 

(b) CONTINUING 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 man
ner as such provisions apply to a reclassifica
tion under section 1886(d)(10) of such Act. 
SEC. 10203. HOSPITAL GEOGRAPHIC RECLASSI-

FICATION PERMITrED FOR PUR
POSES OF DISPROPORTIONATE 
SHARE PAYMENT ADJUSTMENTS. 

(a) IN GENERAL.-Section 1886(d)(10)(C)(i) 
(42 U.S.C. 1395ww(d)(10)(C)(i)) is amended

(1) by striking " or" at the end of subclause 
(I); 

(2) by striking the period at the end of sub
clause (II) and inserting ", or"; and 

(3) by inserting after subclause (II) the fol
lowing: 

"(III) eligibility for and amount of addi
tional payment amounts under paragraph 
(5)(F)." . 

(b) APPLICABLE GUIDELINES.-Such Board 
shall apply the guidelines established for re
classification under subclause (I) of section 
1886(d)(10)(C)(i) of such Act to reclassifica
tion under subclause (III) of such section 
until the Secretary of Health and Human 
Services promulgates separate guidelines for 
reclassification under such subclause (III). 
SEC. 10204. MEDICARE-DEPENDENT, SMALL 

RURAL HOSPITAL PAYMENT EXTEN
SION. 

(a) SPECIAL 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 be
ginning on or after October 1, 1997, and be
fore October 1, 2001, "; and 

(B) in clause (ii)(Il), by striking " October 
1, 1994," and inserting " October 1, 1994, or be
ginning on or after October 1, 1997, and be
fore October 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 
periods 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 fol
lowing new clause: 

"(iv) with respect to discharges occurring 
during 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 RE
CLASSIFICATION.-Section 13501(e)(2) of 
OBRA-93 (42 U.S.C. 1395ww note) is amended 
by striking " or fiscal year 1994" and insert
ing ", 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 re
spect to discharges occurring on or after Oc
tober 1, 1997. 
SEC. 10205. GEOGRAPHIC RECLASSIFICATION 

FOR CERTAIN DISPROPORTION-
ATELY LARGE HOSPITALS. 

(a) NEW GUIDELINES FOR RECLASSIFICA
TION .- Notwithstanding the guidelines pub
lished under subparagraph (D)(i)(I) of section 
1886(d)(10) of the Social Security Act (42 
U.S.C. 1395ww(d)(10)), the Secretary of 
Health and Human Services shall publish and 
use alternative guidelines under which a hos
pital 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 de
scribed in this subsection is a hospital that 
demonstrates that-

(1) the average hourly wage paid by the 
hospital is not less than 108 percent of the 
average hourly wage paid by all other hos
pitals located in the Metropolitan Statis
tical Area (or the New England County Met
ropolitan Area) in which the hospital is lo
cated; and 

(2) not less than 40 percent of the adjusted 
uninflated wages paid by all hospitals lo
cated in such Area is attributable to wages 
paid by the hospital. 
SEC. 10206. FLOOR ON AREA WAGE INDEX. 

(a) IN GENERAL.-For purposes of section 
1886(d)(3)(E) of the Social Security Act for 
discharges occurring on or after October 1, 
1997, the area wage index applicable under 
such section to any hospital which is not lo
cated in a rural area (as defined in section 
1886(d)(2)(D) of such Act) may not be less 
than the area wage indices applicable under 
such section to hospitals located · in rural 
areas in the State in which the hospital is lo
cated. 

(b) IMPLEMENTATION.-The Secretary of 
Health and Human Services shall adjust the 
area wage indices referred to in subsection 
(a) for hospitals not described in such sub
section in a manner which assures that the 
aggregate payments made under section 
1886(d) of the Social Security Act in a fiscal 
year for the operating costs of inpatient hos
pital services are not greater or less than 
those which would have been made in the 
year if this section did not apply. 
SEC. 10207. INFORMATICS, TELEMEDICINE, AND 

EDUCATION DEMONSTRATION 
PROJECT. 

(a) PURPOSE AND AUTHORIZATION.-
(!) 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 de
scribed in paragraph (2). 

(2) DESCRIPTION OF PROJECT.-
(A) IN GENERAL.-The demonstration 

project described in this paragraph is a sin
gle demonstration project to use eligible 
health care provider telemedicine networks 
to apply high-capacity computing and ad
vanced networks to improve primary care 
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(and prevent health care complications) to 
medicare beneficiaries with diabetes 
mellitus who are residents of medically un
derserved rural areas or residents of medi
cally underserved inner-city areas. 

(B) MEDICALLY UNDERSERVED DEFINED.-As 
used in this paragraph, the term "medically 
underserved" 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) W AIVER.-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 objec
tives of the project include the following: 

(1) Improving patient access to and compli
ance with appropriate care guidelines for in
dividuals with diabetes mellitus through di
rect telecommunications link with informa
tion networks in order to improve patient 
quality..:of-life and reduce overall health care 
costs. 

(2) Developing a curriculum to train, and 
providing standards for credentialing and li
censure of, health professionals (particularly 
primary care health professionals) in the use 
of medical informatics and telecommuni
cations. 

(3) Demonstrating the application of ad
vanced technologies, such as video-confer
encing from a patient's home, remote moni
toring of a patient's medical condition, 
interventional informatics, and applying in
dividualized, automated care guidelines, to 
assist primary care providers in assisting pa
tients with diabetes in a home setting. 

(4) Application of medical informatics to 
residents with limited English language 
skills. 

(5) Developing standards in the application 
of telemedicine and medical informatics. 

(6) Developing a model for the cost-effec
tive 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 provider telemedicine network" means 
a consortium that includes at least one ter
tiary care hospital (but no more than 2 such 
hospitals), at least one medical school, no 
more than 4 facilities in rural or urban 
areas, and at least one regional tele
communications provider and that meets the 
following requirements: 

(1) The consortium is located in an area 
with one of the highest concentrations of 
medical schools and tertiary care facilities 
in the United States and has appropriate ar
rangements (within or outside the consor
tium) with such schools and facilities, uni
versities, and telecommunications providers, 
in order to conduct the project. 

(2) The consortium submits to the Sec
retary an application at such time, in such 
manner, and containing such information as 
the Secretary may require, including a de
scription 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 sec
tion and that the maximum amount of pay
ment that may be made to the consortium 
under this section shall not exceed the 
amount specified in subsection (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 (includ
ing prevention of complications from) diabe
tes for medicare 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 
rate of 50 percent of the costs that are rea
sonable and related to the provision of such 
services. In computing such costs, the Sec
retary shall include costs described in sub
paragraph (B), but may not include costs de
scribed in subparagraph (C). 

(B) COSTS THAT MAY BE INCLUDED.-The 
costs described in this subparagraph are the 
permissible costs (as recognized by the Sec
retary) for the following: 

(i) The acquisition of telemedicine equip
ment for use in patients' homes (but only in 
the case of patients located in medically un
derserved areas). 

(ii) Curriculum development and training 
of health professionals in medical 
informatics and telemedicine. 

(iii) Payment of telecommunications costs 
(including salaries and maintenance of 
equipment), including costs of telecommuni
cations between patients' homes and the eli
gible network and between the network and 
other entities under the arrangements de
scribed in subsection (c)(l). 

(iv) Payments to practitioners and pro
viders under the medicare programs. 

(C) COSTS NOT INCLUDED.- The costs de
scribed in this subparagraph are costs for 
any of the following: 

(i) The purchase or installation of trans
mission equipment (other than such equip
ment used by health professionals to deliver 
medical informatics services under the 
project). 

(ii) The establishment or operation of a 
telecommunications common carrier net
work. 

(iii) Construction (except for minor ren
ovations related to the installation of reim
bursable equipment) or the acquisition or 
building of real property. 

(3) LIMITATION.-The total amount of the 
payments that may be made under this sec
tion shall not exceed $30,000,000. 

(4) LIMITATION ON COST-SHARING.- The 
project may not impose cost sharing on a 
medicare beneficiary for the receipt of serv
ices under the project in excess of 20 percent 
of the recognized costs of the project attrib
utable to such services. 

(e) REPOR'rs.- The Secretary shall submit 
to the Committees on Ways and Means and 
Commerce of the House of Representatives 
and the Cammi ttee on Finance of the Senate 
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 improving access of medicare 
beneficiaries to health care services, on re
ducing the costs of such services, and on im
proving the quality of life of such bene
ficiaries. 

(f) DEFINITIONS.-For purposes of this sec
tion: 

(1) INTERVENTIONAL INFORMATICS.- The 
term "interventional informatics" means 
using information technology and virtual re
ality technology to intervene in patient 
care. 

(2) MEDICAL INFORMATICS.-The term "med
ical informatics" means the storage, re-

trieval, and use of biomedical and related in
formation for problem solving and decision
making through computing and communica
tions technologies. 

(3) PROJECT.-The term "project" means 
the demonstration project under this sec
tion. 
Subtitle D-Anti-Fraud and Abuse Provisions 
SEC. 10301. 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 strik
ing "In the case" and inserting "Subject to 
subparagraph (G), in the case"; and 

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

"(G) In the case of an exclusion of an indi
vidual under subsection (a) based on a con
viction occurring on or after the date of the 
enactment of this subparagraph, if the indi
vidual has (before, on, or after such date and 
before the date of the conviction for which 
the exclusion is imposed) been convicted-

' '(i) on one previous occasion of one or 
more offenses for which an exclusion may be 
effected under such subsection, the period of 
the exclusion 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 effected under such subsection, the period 
of the exclusion shall be per man en t.". 
SEC. 10302. AUTHORITY TO REFUSE TO ENTER 

INTO MEDICARE AGREEMENTS WITH 
INDIVIDUALS OR ENTITIES CON
VICTED OF FELONIES. 

(a) MEDICARE PAR'l' A.- Section 1866(b)(2) 
(42 U.S.C. 1395cc(b)(2)) 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 after subparagraph (C) the 
following 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 
determines is inconsistent with the best in
terests of program beneficiaries.' ' . 

(b) MEDICARE PAR'l' B.-Section 1842 (42 
U.S.C. 1395u) is amended by adding after sub
section (r) the following new subsection: 

"(s) The Secretary may refuse to enter 
into an agreement with a physician or sup
plier under subsection (h) 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 inconsistent with the best in
terests of program beneficiaries. '' . 

(c) MEDICAID.-For provisions amending 
title XIX of the Social Security Act to pro
vide similar treatment under the medicaid 
program, see section __ . 

(d) 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. 10303. INCLUSION OF TOLL-FREE NUMBER 

TO REPORT MEDICARE WASTE, 
FRAUD, AND ABUSE IN EXPLA· 
NATION OF BENEFITS FORMS. 

(a) IN GENERAL.-Section 1842(h)(7) (42 
U.S.C. 1395u(h)(7)) is amended-

(1) by striking " and" at the end of subpara
graph (C), 

(2) by striking the period at the end of sub
paragraph (D) and inserting"; and", and 



12406 CONGRESSIONAL RECORD-HOUSE June 25, 1997 
(3) by adding at the end the following new 

subparagraph: 
" (E) a toll-free telephone number main

tained by the Inspector General in the De
partment of Health and Human Services for 
the receipt of complaints and information 
about waste , fraud, and abuse in the provi
sion or billing of services under this title." . 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to expla
nations of benefits provided on or after such 
date (not later than January 1, 1999) as the 
Secretary of Health and Human Services 
shall provide . 
SEC. 10304. LIABILITY OF MEDICARE CARRIERS 

AND FISCAL INTERMEDIARIES FOR 
CLAIMS SUBMITIED BY EXCLUDED 
PROVIDERS. 

(a) REIMBURSEMENT TO THE SECRETARY FOR 
AMOUNTS PAID TO EXCLUDED PROVIDERS.-

(1) REQUIREMENTS FOR FISCAL INTER
MEDIARIES.-

(A) IN GENERAL.-Section 1816 (42 u.s.c. 
1395h) is amended by adding at the end the 
following new subsection: 

" (m) An agreement with an agency or or
ganization under this section shall require 
that such agency or organization reimburse 
the Secretary for any amounts paid by the 
agency or organization for a service under 
this title which is furnished, directed, or pre
scribed by an individual or entity during any 
period for which the individual or entity is 
excluded pursuant to section 1128, 1128A, or 
1156, from participation in the program 
under this title, if the amounts are paid after 
the Secretary notifies the agency or organi
zation of the exclusion. " . 

(B) CONFORMING AMENDMENT.-Subsection 
(i) of such section is amended by adding at 
the end the following new paragraph: 

"(4) Nothing in this subsection shall be 
construed to prohibit reimbursement by an 
agency or organization under subsection 
(m). " . 

(2) REQUIREMENTS FOR CARRIERS.-Section 
1842(b)(3) (42 U.S.C. 1395u(b)(3)) is amended

(A) by striking "and" at the end of sub
paragraph (I); and 

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

" (J) will reimburse the Secretary for any 
amounts paid by the carrier for an item or 
service under this part which is furnished, 
directed, or prescribed by an individual or 
entity during any period for which the indi
vidual or entity is excluded pursuant to sec
tion 1128, 1128A, or 1156, from participation in 
the program under this title, if the amounts 
are paid after the Secretary notifies the car
rier of the exclusion, and" . 

(3) REFERENCE TO MEDICAID PROVISION.-For 
provision imposing similar restrictions on 
States under the medicaid program under 
title XIX of the Social Security Act, see sec-
tion . 

(b) - CONFORMING REPEAL OF MANDATORY 
PAYMENT RULE.-Paragraph (2) of section 
1862(e) (42 U.S.C. 1395y(e)) is amended to read 
as follows : 

" (2) No individual or entity may bill (or 
collect any amount from) any individual for 
any item or service for which payment is de
nied under paragraph (1). No person is liable 
for payment of any amounts billed for such 
an item or service in violation of the pre
vious sentence. " . 

(c) EFFECTIVE DA'rES.- The amendments 
made by this section shall apply to contracts 
and agreements entered into, renewed, or ex
tended after the date of the enactment of 
this Act, but only with respect to claims 
submitted on or after the later of January 1, 
1998, or the date such entry, renewal, or ex
tension becomes effective. 

SEC. 10305. 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) by striking " or" at the end of clause 

(i), and 
(B) by striking the dash at the end of 

clause (ii) and inserting " ; or" , and 
(C) by inserting after clause (ii) the fol

lowing: 
"(iii) who was described in clause (1) but is 

no longer so described because of a transfer 
of ownership or control interest, in anticipa
tion of (or following) a conviction, assess
ment, or exclusion described in subparagraph 
(B) against the person, to an immediate fam
ily member (as defined in subsection (j)(l)) or 
a member of the household of the person (as 
defined in subsection (j)(2)) who continues to 
maintain an interest described in such 
clause-" ; and 

(2) by adding after subsection (1) the fol
lowing new subsection: 

" (j) DEFINITION OF IMMEDIATE FAMILY MEM
BER AND MEMBER OF HOUSEHOLD.- For pur
poses of subsection (b)(8)(A)(i1i): 

" (l) 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, child, 

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 an person, any indi
vidual sharing a common abode as part of a 
single family unit with the person, including 
domestic employees and others who live to
gether as a family unit, but not including a 
roomer or boarder. " . 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall take effect on 
the date that is 45 days after the date of the 
enactment of this Act. 
SEC. 10306. IMPOSITION OF CIVIL MONEY PEN

ALTIES. 
(a) CIVIL MONEY PENALTIES FOR PERSONS 

THAT CONTRACT WITH EXCLUDED INDIVID
UALS.-Section 1128A(a) (42 U.S.C. 1320a-
7a(a)) is amended-

(1) by striking " or" at the end of paragraph 
(4); 

(2) by adding " or" at the end of paragraph 
(5); and 

(3) by adding 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 sho

0

uld know is ex
cluded from · participation in a Federal 
health care program (as defined in section 
1128B(f)), for the provision of items or serv
ices for which payment may be made under 
such a program; " . 

(b) CIVIL MONEY PENALTIES FOR SERVICES 
ORDERED OR PRESCRIBED BY AN EXCLUDED IN
DIVIDUAL OR ENTITY.- Section 1128A(a)(l) (42 
U.S.C. 1320a- 7a(a)(l)) is amended-

(1) in subparagraph (D)-
(A) by inserting " , ordered, or prescribed 

by such person" after " other item or service 
furnished" ; 

(B) by inserting " (pursuant to this title or 
title XVIII) " after " period in which the per
son was excluded"; and 

(C) by striking " pursuant to a determina
tion by the Secretary" and all that follows 

through " the provisions of section 1842(j)(2)" ; 
and 

(D) by striking " or" at the end; 
(2) by redesignating subparagraph (E) a s 

subparagraph (F); and 
(3) by inserting after subparagraph (D) the 

following new subparagraph: 
" (E) is for a medical or other item or serv

ice ordered or prescribed by a person ex
cluded (pursuant to this title or title XVIII) 
from the program under which the claim was 
made, and the person furnishing such item or 
service knows or should know of such exclu
sion, or" . 

(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) SERVICES ORDERED OR PRESCRIBED.- The 
amendments made by subsection (b) shall 
apply to items and services furnished ordered 
or prescribed after the date of the enactment 
of this Act. 
SEC. 10307. DISCLOSURE OF INFORMATION AND 

SURETY BONDS. 

(a) DISCLOSURE OF INFORMATION AND SUR
ETY BOND REQUIREMENT FOR SUPPLIERS OF 
DURABLE MEDICAL EQUIPMENT .-Section 
1834(a) (42 U.S.C. 1395m(a)) is amended by in
serting after paragraph (15) the following 
new paragraph: 

" (16) CONDITIONS FOR ISSUANCE OF PROVIDER 
NUMBER.- 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 fur
nished by the supplier, unless the supplier 
provides the Secretary on a continuing basis 
with-

" (A)(i) full and complete information as to 
the identity of each person with an owner
ship or control interest (as defined in section 
1124(a)(3)) in the supplier or in any subcon
tractor (as defined by the Secretary in regu
lations) in which the supplier directly or in
directly has a 5 percent or more ownership 
interest, and 

" (ii) to the extent determined to be fea
sible 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 in
terest in the supplier is a person with such 
an ownership or control interest in the dis
closing entity; and 

" (B) 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 (7), by inserting " and in
cluding providing the Secretary on a con
tinuing basis with a surety bond in a form 
specified by the Secretary and in an amount 
that is not less than $50,000" after " financial 
security of the program" , and 

(B) by adding at the end the following: 
" The Secretary may waive the requirement 
of a bond under paragraph (7) in the case of 
an agency or organization that provides a 
comparable surety bond under State law. ". 

(2) CONFORMING AMENDMENTS.-Section 
1861(v)(l)(H) (42 U.S.C. 1395x(v)(l)(H)) is 
amended-
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(A) in clause (1), by striking "the financial 

security requirement" and inserting "the fi
nancial security and surety bond require
ments"; and 

(B) in clause (ii), by striking " the financial 
security requirement described in subsection 
(o)(7) applies" and inserting " the financial 
security and surety bond requirements d~
scribed in subsection (o)(7) apply". 

(3) REFERENCE TO CURRENT DISCLOSURE RE
QUIREMENT .-For provision of current law re
quiring home health agencies to disclose in
formation on ownership and control inter
ests, see section 1124 of the Social Security 
Act. 

(C) AUTHORIZING APPLICATION OF DISCLO
SURE AND SURETY BOND REQUIREMENTS TO 
AMBULANCE SERVICES AND CERTAIN CLINICS.
Section 1834(a)(16) (42 U.S.C. 1395m(a)(16)), as 
added by subsection (a), is amended by add
ing at the end the following: "The Secretary, 
in the Secretary's discretion, may impose 
the requirements of the previous sentence 
with respect to some or all classes of sup
pliers of ambulance services described in sec
tion 1861(s)(7) and clinics that furnish med
ical and other health services (other than 
physicians' services) under this part.". 

(d) APPLICATION TO COMPREHENSIVE OUT
PATIENT REHABILITATION FACILITIES 
(CORFS).-Section 1861(cc)(2) (42 U.S.C. 
1395x(cc)(2)) is amended-

(1) in subparagraph (I), by inserting before 
the period at the end the following: "and 
providing 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 

(2) by adding after and below subparagraph 
(I) the following: 
" The Secretary may waive the requirement 
of a bond under subparagraph (I) in the case 
of a facility that provides a comparable sur
ety 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 
following: "and provides the Secretary, to 
the extent required by 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 

(2) by adding at the end the following: 
"The Secretary may waive the requirement 
of a bond under paragraph (4)(A)(v) in the 
case of a clinic or agency that provides a 
comparable surety bond under State law.". 

(f) EFFECTIVE DATES.--(1) The amendment 
made by subsection (a) shall apply to sup
pliers of durable medical equipment with re
spect to such equipment furnished on or 
after January 1, 1998. 

(2) The amendments made by subsection 
(b) shall apply to home health agencies with 
respect to services furnished on or after such 
date. The Secretary of Health and Human 
Services shall modify participation agree
ments under section 1866(a)(l) of the Social 
Security Act with respect to home health 
agencies to provide for implemen ta ti on of 
such amendments on a timely basis. 

(3) The amendments made by subsections 
(c) through (e) shall take effect on the date 
of the enactment of this Act and may be ap
plied with respect to i terns and services fur
nished on or after the date specified in para
graph (1). 
SEC. 10308. PROVISION OF CERTAIN IDENTIFICA

TION NUMBERS. 
(a) REQUIREMENTS TO DISCLOSE EMPLOYER 

IDENTIFICATION NUMBERS <ElNS) AND SOCIAL 
SECURITY ACCOUNT NUMBERS (SSNS).-Sec-

tion 1124(a)(l) (42 U.S.C. 1320a-3(a)(l)) is 
amended by inserting before the period at 
the end the following: "and supply the Sec
retary with the both the employer identifica
tion number (assigned pursuant to section 
6109 of the Internal Revenue Code of 1986) and 
social security account number (assigned 
under section 205(c)(2)(B)) of the disclosing 
entity, each person with an ownership or 
control interest (as defined in subsection 
(a)(3)), and any subcontractor in which the 
entity 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) by striking "and" at the end of para

graph (1); 
(B) by striking the period at the end of 

paragraph (2) and inserting"; and"; and 
(0) by adding at the end the following new 

paragraph: 
"(3) including the employer identification 

number (assigned pursuant to section 6109 of 
the Internal Revenue Code of 1986) and social 
security account number (assigned under 
section 205(c)(2)(B)) of the disclosing part B 
provider and any person, managing em
ployee, or other entity identified or de
scribed under paragraph (1) or (2)."; and 

(2) in subsection (c) by inserting "(or, for 
purposes of subsection (a)(3), any entity re
ceiving payment)" after " on an assignment
related basis". 

(C) VERIFICATION BY SOCIAL SECURITY AD
MINISTRATION (SSA).- Section 1124A (42 u.s.c. 
1320a-3a) ls amended-

(1) by redesignating subsection (c) as sub
section ( d); and 

(2) by inserting after subsection (b) the fol
lowing new subsection: 

"(c) VERIFICATION.-
" (l ) TRANSMITTAL BY HHS.-The Secretary 

shall transmit--
"(A) to the Commissioner of Social Sec~

rity information concerning each social se
curity account number (assigned under sec
tion 205(c)(2)(B)), and 

" (B) to the Secretary of the Treasury in
formation concerning each employer identi
fication number (assigned pursuant to sec
tion 6109 of the Internal Revenue Code of 
1986), 
supplied to the Secretary pursuant to sub
section (a)(3) or section 1124(c) to the extent 
necessary for verification of such informa
tion in accordance with paragraph (2). 

"(2) VERIFICATION.-The Commissioner of 
Social Security and the Secretary of the 
Treasury shall verify the accuracy of, or cor
rect, the information supplied by the Sec
retary to such official pursuant to paragraph 
(1), and shall report such verifications or cor
rections to the Secretary. 

"(3) FEES FOR VERIFICATION.-The Sec
retary shall reimburse the Commissioner and 
Secretary of the Treasury, at a rate nego
tiated between the Secretary and such offi
cial, for the costs incurred by such official in 
performing the verification and correction 
services described in this subsection.". 

(d) REPORT.- 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 security 
account numbers that will be provided to the 
Secretary under the amendments made by 
this section. 

(e) EFFECTIVE DATES.-
(1) The amendment made by subsection (a) 

shall apply to the application of conditions 
of participation, and entering into and re
newal of contracts and agreements, occur
ring more than 90 days after the date of sub
mission of the report under subsection (d). 

(2) 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. 10309. ADVISORY OPINIONS REGARDING 

CERTAIN PHYSICIAN SELF-REFER· 
RAL PROVISIONS. 

Section 1877(g) (42 U.S.C. 1395nn(g)) is 
amended by adding at the end the following 
new paragraph: 

" (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 labora
tory services) is prohibited under this sec-
tion. · 

"(B) BINDING AS TO SECRETARY AND PARTIES 
INVOLVED.-Each advisory opinion issued by 
the Secretary shall be binding as to the Sec
retary and the party or parties requesting 
the opinion. 

" (C) APPLICATION OF CERTAIN PROCE
DURES.-The Secretary shall, to the extent 
practicable, apply the regulations promul
gated under section 1128D(b)(5) to the 
issuance of advisory opinions under this 
paragraph. 

" (D) APPLICABILITY.- This paragraph shall 
apply to requests for advisory opinions made 
during the period described in section 
1128D(b)(6).". 
SEC. 10310. 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 insert
ing "1128A(b)". 

(2) Section 1128E(g)(3)(C) (42 U.S.C. 1320a-
7e(g)(3)(C)) ls amended by striking "Vet
erans' Administration" and inserting "De
partment 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) IMPLEMEN'l'ATION OF EXCLUSIONS.- Sec
tion 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 following individuals and entitles be ex
cluded from participation in any State 
health care program (as defined in sub
section (h))" and inserting "any Federal 
health care program (as defined in section 
1128B(f))"; and 

(2) in subsection (b), by striking "any pro
gram under title XVIII and may direct that 
the following individuals and entities be ex
cluded 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.
Section 1128E(b) (42 U.S.C. 1320a- 7e(b)), as in
serted by section 221(a) of the Health Insur
ance Portability and Accountability Act of 
1996, is amended by adding at the end the fol
lowing: 

"(6) SANCTIONS FOR FAILURE TO REPORT.
" (A) HEALTH PLANS.- Any health plan that 

falls to report information on an adverse ac
tion required to be reported under this sub
section shall be subject to a civil money pen
alty 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 civil money penalties under sub
section (a) of section 1128A are imposed and 
collected under that section. 
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"(B) GOVERNMENTAL AGENCIES.-The Sec

retary shall provide for a publication of a 
public report that identifies those Govern
ment agencies that have failed to report in
formation on adverse actions as required to 
be reported under this subsection.". 

(e) EFFECTIVE DATES.-
(1) IN GENERAL.-Except as provided in this 

subsection, the amendments made by this 
section shall be effective as if included in the 
enactment of the Health Insurance Port
ability and Accountability Act of 1996. 

(2) FEDERAL HEALTH PROGRAM.-The 
amendments 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-Prospective Payment Systems 
CHAPTER 1-PAYMENT UNDER PART A 

SEC. 10401. PROSPECTIVE PAYMENT FOR 
SKILLED NURSING FACILITY SERV
ICES. 

(a) IN GENERAL.-Section 1888 (42 u.s.c. 
1395yy) is amended by adding at the end the 
following new subsection: 

" (e) PROSPEC'l'IVE PAYMENT.-
" (l) PAYMENT PROVISION.-Notwithstanding 

any other provision of this title, subject to 
paragraph (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 fa
cility-specific per diem rate (computed under 
paragraph (3)), and 

"(ii) the Federal percentage of the adjusted 
Federal per diem rate (determined under 
paragraph (4)) applicable to the facility; and 

"(B) after the transition period is equal to 
the adjusted Federal per diem rate applica
ble 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 
services as defined in section 1861(1) for 
which benefits 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 dur
ing the period in which the individual is pro
vided covered post-hospital extended care 
services. 

" (ii) SERVICES EXCLUDED.-Services de
scribed in this clause are physicians' serv
ices, services described by clauses (1) through 
(iii) of section 1861(s)(2)(K), certified nurse
midwife services, qualified psychologist serv
ices, services of a certified registered nurse 
anesthetist, items and services described in 
subparagraphs in (F) and (0) of section 
1861(s)(2), and, only with respect to services 
furnished during 1998, the transportation 
costs of electrocardiagTam equipment for 
electrocardiogram tests 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 capital-related costs of covered skilled 
nursing facility services, but does not in
clude costs associated with approved edu
cational activities. 

" (C) NON-lt~EDERAL PERCENTAGE; FEDERAL 
PERCENTAGE.-For-

" (i) the first cost reporting period (as de
fined in subparagraph (D)) of a facility, the 
'non-Federal percentage ' is 75 percent and 
the 'Federal percentage ' is 25 percent; 

" (ii) the next cost reporting period of such 
facility, the 'non-Federal percentage' is 50 
percent and the 'Federal percentage ' is 50 
percent; and 

" (iii) the subsequent cost reporting period 
of such facility, the 'non-Federal percentage ' 
is 25 percent and the 'Federal percentage ' is 
75 percent. 

" (D) FIRST COST REPORTING PERIOD.- The 
term 'first cost reporting period ' means, 
with respect to a skilled nursing facility, the 
first cost reporting period of the facility be
ginning· on or after July 1, 1998. 

"(E) TRANSITION PERIOD.-
" (i) IN GENERAL.-The term ' transition pe

riod ' means, with respect to a skilled nursing 
facility, the 3 cost reporting periods of the 
facility beginning with the first cost report
ing period. 

"(ii) TREATMENT OF NEW SKILLED NURSING 
FACILITIES.-ln the case of a skilled nursing 
facility that does not have a settled cost re
port for a cost reporting period before July 1, 
1998, payment for such services shall be made 
under this subsection as if all services were 
furnished after the transition period. 

"(3) DETERMINATION OF FACILITY SPECIFIC 
PER DIEM RATES.-The Secretary shall deter
mine a facility-specific per diem rate for 
each skilled nursing facility for a cost re
porting period as follows: 

" (A) DETERMINING BASE PAYMENTS.-The 
Secretary shall determine, on a per diem 
basis, the total of-

" (i) the allowable costs of extended care 
services for the facility for cost reporting pe
riods beginning in 1995 with appropriate ad
justments (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 applicable deductibles, coinsurance and 
copayments) for covered skilled nursing fa
cility services described in paragraph 
(2)(A)(i)(Il) furnished during such period to 
an individual who is a resident of the facil
ity, regardless of whether or not the pay
ment was made to the facility or to another 
entity. 

" (B) UPDATE TO COST REPORTING PERIOD BE
FORE FIRST COST REPORTING PERIOD.- The 
Secretary shall update the amount deter
mined under subparagraph (A), for each cost 
reporting period after the cost reporting pe
riod described in subparagraph (A)(i) and up 
to the cost reporting period immediately 
preceding the first cost reporting period, by 
the skilled nursing facility historical trend 
factor. 

"(C) UPDATING TO APPLICABLE COST REPORT
ING PERIOD.- The Secretary shall further up
date such amount for each cost reporting pe
riod beginning with the first cost reporting 
period and up to and including the cost re
porting period involved by a factor equal to 
the skilled nursing facility market basket 
percentage increase. 

" (4) FEDERAL PER DIEM RATE.-
" (A) DETERMINATION OF HIS'fORICAL PER 

DIEM FOR FREESTANDING FACILITIES.- For 
each freestanding skilled nursing facility 
that received payments for post-hospital ex-

tended care services during a cost reporting 
period beginning in fiscal year 1995 and that 
was subject to (and not exempted from) the 
per diem limits referred to in paragraph (1) 
or (2) of subsection (a) (and facilities de
scribed in subsection (d), if appropriate), the 
Secretary shall estimate, on a per diem basis 
for such cost reporting period, the total of-

"(i) the allowable costs of extended care 
services for the facility for cost reporting pe
riods beginning in 1995 with appropriate ad
justments (as determined by the Secretary) 
to non-settled cost reports, and 

"(11) an estimate of the amounts that 
would be payable under part B (disregarding 
any applicable deductibles, coinsurance and 
copayments) for covered skilled nursing fa
cility services described in paragraph 
(2)(A)(i)(Il) furnished during such period to 
an individual who is a resident of the facil
ity, regardless of whether or not the pay
ment was made to the facility or to another 
entity. 

"(B) UPDATE TO FISCAL YEAR 1998.-The Sec
retary shall update the amount determined 
under subparagraph (A), for each cost report
ing period after the cost reporting period de
scribed in subparagraph (A)(i) and up to the 
cost reporting period immediately preceding 
the first cost reporting period, by the skilled 
nursing facility historical trend factor for 
such period. 

" (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 facility 
by area in the average facility wage level per 
diem, and 

" (ii) adjusting for variations in case mix 
per diem among facilities. 

" (D) COMPU'l'ATION OF WEIGHTED AVERAGE 
PER DIEM RATE.-The Secretary shall com
pute a weighted average per diem rate by 
computing an average of the standardized 
amounts computed under subparagraph (C), 
weighted for each facility by number of days 
of extended care services furnished during 
the cost reporting period referred to in sub
paragraph (A). The Secretary may compute 
and apply such average separately for facili
ties located in urban and rural areas (as de
fined in section 1886(d)(2)(D)). 

" (E) UPDATING.-
"(i) FISCAL YEAR 1998.- For fiscal year 1998, 

the Secretary shall compute for each skilled 
nursing facility an unadjusted Federal per 
diem rate equal to the weighted average per 
diem rate computed under subparagraph (D) 
and applicable to the facility increased by 
skilled nursing facility market basket per
centage change for the fiscal year involved. 

" (ii) SUBSEQUENT FISCAL YEARS.-For each 
subsequent fiscal year the Secretary shall 
compute for each skilled nursing facility an 
unadjusted Federal per diem rate equal to 
the Federal per diem rate computed under 
this subparagraph for the previous fiscal 
year and applicable to the facility increased 
by the skilled nursing facility market basket 
percentage change for the fiscal year in
volved . 

" (F) ADJUSTMENT FOR CASE MIX CREEP.-ln
sofar as the Secretary determines that such 
adjustments under subparagraph (G)(i) for a 
previous fiscal year (or estimates that such 
adjustments for a future fiscal year) did (or 
are likely to) result 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 Sec
retary may adjust unadjusted Federal per 
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diem rates for subsequent years so as to dis
count the effect of such coding or classifica
tion changes. 

'(G) APPLICATION TO SPECIFIC FACILITIES.
The Secretary shall compute for each skilled 
nursing facility for each fiscal year (begin
ning with fiscal year 1998) an adjusted Fed
eral per diem rate equal to the unadjusted 
Federal per diem rate determined under sub
paragraph (E), as adjusted under subpara
graph (F), and as further adjusted as follows: 

"(i) ADJUSTMENT FOR CASE MIX.-The Sec
retary shall provide for an appropriate ad
justment to account for case mix. Such ad
justment shall be based on a resident classi
fication system, established by the Sec
retary, that accounts for the relative re
source 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 at
tributable 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 appropriate wage index as de
termined by the Secretary. Such adjustment 
shall be done in a manner that does not re
sult in aggregate payments under this sub
section that are greater or less than those 
that would otherwise be made if such adjust
ment had not been made. 

"(H) PUBLICATION OF INFORMATION ON PER 
DIEM RATES.-The Secretary shall provide for 
publication in the Federal Register, before 
the July 1 preceding each fiscal year (begin
ning with fiscal year 1999), of-

"(i) the unadjusted Federal per diem rates 
to be applied to days of covered skilled nurs
ing facility services furnished during the fis
cal year, 

"(ii) the case mix classification system to 
be applied under subparagraph (G)(i) with re
spect to such services during the fiscal year, 
and 

" (iii) the factors to be applied in making 
the area wage adjustment under subpara
graph (G)(ii) with respect to such services. 

"(5) SKILLED NURSING FACILITY MARKE'r BAS
KET INDEX, PERCENTAGE, AND HISTORICAL 
TREND FACTOR.- For purposes of this sub
section: 

"(A) SKILLED NURSING FACILITY MARKET 
BASKET INDEX.-The Secretary shall establish 
a skilled nursing facility market basket 
index that reflects changes over time in the 
prices of an appropriate mix of goods and 
services included in covered skilled nursing 
facility services. 

"(B) SKILLED NURSING FACILITY MARKET 
BASKET PERCENTAGE.-The term 'skilled 
nursing facility market basket percentage' 
means, for a fiscal year or other annual pe
riod and as calculated by the Secretary, the 
percentage change in the skilled nursing fa
cility market basket index (established 
under subparagraph (A)) from the midpoint 
of the prior fiscal year (or period) to the mid
point of the fiscal year (or other period) in
volved. 

"(C) SKILLED NURSING FACILITY HISTORICAL 
TREND FACTOR.-The term 'skilled nursing fa
cility historical trend factor' means, for a 
fiscal year or other annual period and as cal
culated by the Secretary, the percentage 
change in the skilled nursing facility routine 
cost index (used in applying per diem routine 
cost limits under subsection (a)) from the 
midpoint of the prior fiscal year (or period) 
to the midpoint of the fiscal year (or other 
period) involved, reduced (on an annualized 
basis) by 1 percentage point. 

"(6) SUBMISSION OF RESIDENT ASSESSMENT 
DATA.-A skilled nursing facility shall pro
vide the Secretary, in a manner and within 
the timeframes prescribed by the Secretary, 
the resident assessment data necessary to 
develop and implement the rates under this 
subsection. For purposes of meeting such re
quirement, a skilled nursing faclllty may 
submit the resident assessment data re
quired under section 1819(b)(3), using the 
standard instrument designated by the State 
under section 1819(e)(5). 

"(7) TRANSITION FOR MEDICARE LOW VOLUME 
SKILLED NURSING FACILITIES AND SWING BED 
HOSPITALS.-

" (A) IN GENERAL.-The Secretary shall de
termine an appropriate manner in which to 
apply this subsection to the facilities de
scribed in subparagraph (B), taking into ac
count the purposes of this subsection, and 
shall provide that at the end of the transi
tion period (as defined in paragraph (2)(E)) 
such fac ilities 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 
Secretary specifies. 

"(B) FACILITIES DESCRIBED.-The facilities 
described in this subparagraph are-

" (i) skilled nursing facilities for which 
payment is made for routine service costs 
during a cost reporting period, ending prior 
to the date of the implementation of this 
paragraph, on the basis of prospective pay
ments under section 1888(d), or 

"(ii) facilities that have in effect an agree
ment described in section 1883, for which 
payment is made for the furnishing of ex
tended care services on a reasonable cost 
basis under section 1814(1) (as in effect on and 
after suc.:h date). 

"(8) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(A) the establishment of facility specific 
per diem rates under paragraph (3); 

" (B) 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)(l), and adjustments for variations 
in labor-related costs under paragraph 
(4)(G)(ii); and 

"(C) the establishment of transitional 
amounts under paragraph (7) . " . 

(b) CONSOLIDATED BILLING.-
(!) FOR SNF SERVICES.-Section 1862(a) (42 

u.s.c. 1395y(a)) is amended-
(A) by striking "or" at the end of para

graph (15), 
(B) by striking the period at the end of 

paragraph (16) and inserting " ; or", and 
(C) by inserting after paragraph (16) the 

following new paragraph: 
"(17) which are covered skilled nursing fa

cility services described in section 
1888(e)(2)(A)(i) and which are furnished to an 
individual who is a resident of a skilled nurs
ing facility by an entity other than the 
skilled nursing facility, unless the services 
are furnished under arrangements (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 FACIL
ITY.-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 
inserting the following: ", and (E) in the case 
of an item or service (other than services de-

scribed in section 1888(e)(2)(A)(ii)) furnished 
to an individual who (at the time the item or 
service ls furnished) is a resident of a skilled 
nursing facility, payment shall be made to 
the facility (without regard to whether or 
not the item or service was furnished by the 
facility, by others under arrangement with 
them made by the facility, 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 fol
lowing: 

"(9) PAYMENT FOR CERTAIN SERVICES.-ln 
the case of an i tern or service furnished by a 
skilled nursing facility (or by others under 
arrangement with them made by a skilled 
nursing facility or under any other con
tracting or consulting arrangement or other
wise) for which payment would otherwise 
(but for this paragraph) be made under part 
B in an amount determined in accordance 
with section 1833(a)(2)(B), the amount of the 
payment under such part shall be based on 
such existing or other fee schedules as the 
Secretary establishes. 

"(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 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 delivered.". 

( 4) 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 tlmeframes 
prescribed by the Secretary under section 
1888(t)(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 
section 1888(e)(9)" after "section 1886". 

(D) Section 1861(h) (42 U.S.C 1395x(h)) is 
amended-

(1) in the opening paragraph, by striking 
" paragraphs (3) and (6)" and inserting " para
graphs (3), (6), and (7)", and 

(11) in paragraph (7), after "skilled nursing 
facilities". by inserting ", or by others under 
arrangements with them made by the facil
ity". 

(E) Section 1866(a)(l)(H) (42 U.S.C. 
1395cc(a)(l)(H)) is amended-

(1) by redesignating clauses (i) and (ii) as 
subclauses (I) and (II) respectively, 

(11) by inserting "(i)" after "(H)", and 
(11i) by adding after clause (i), as so redes

ignated, the following new clause: 
"(ii) in the case of skilled nursing facilities 

which provide covered skilled nursing facil
ity services-

"(!) that are furnished to an individual 
who is a resident of the skilled nursing facil
ity, and 

"(II) for which the individual is entitled to 
have payment made under this title, 
to have items and services (other than serv
ices described in section 1888(e)(2)(A)(ll)) fur
nished by the skilled nursing facility or oth
erwise under arrangements (as defined in 
section 1861(w)(l)) made by the skilled nurs
ing facility .". 

(c) MEDICAL REVIEW PROCESS.-In order to 
ensure that medicare beneficiaries are fur
nished appropriate services in skilled nurs
ing facilities, the Secretary of Health and 
Human Services shall establish and imple
ment a thorough medical review process to 
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examine the effects of the amendments made 
by this section on the quality of covered 
skilled nursing facility services furnished to 
medicare beneficiaries. In developing such a 
medical rev.iew 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 for 
which payment is made under section 1848 of 
such Act. 

(d) EFFECTIVE DATE.-The amendments 
made by this section are effective for cost re
porting periods beginning on or after July 1, 
1998; except that the amendments made by 
subsection (b) shall apply to items and serv
ices furnished on or after July 1, 1998. 
SEC. 10402. 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.-

"(l) PAYMENT DURING TRANSITION PERIOD.
"(A) IN GENERAL.-Notwithstanding sectibn 

1814(b), but subject to the provisions of sec
tion 1813, the amount of the payment with 
respect to the operating and capital costs of 
inpatient hospital services of a rehabilita
tion hospital or a rehabilitation unit (in this 
subsection referred to as a 'rehabilitation fa
cility'), in a cost reporting period beginning 
on or after October 1, 2000, and before Octo
ber 1, 2003, is equal to the sum of-

" (i) the TEFRA percentage (as defined in 
subparagraph (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 prod
uct of (I) the per unit payment rate estab
lished 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 IMPLEMEN'l'ED SYSTEM.-Not
withstanding 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 hospital serv
ices of a rehabilitation facility for a pay
ment unit in a cost reporting period beg·in
ning on or after October 1, 2003, is equal to 
the per unit payment rate established under 
this subsection for the fiscal year in which 
the payment unit of service occurs. 

"(C) TEFRA AND PROSPECTIVE PAYMENT 
PERCENTAGES SPECIFIED.-For purposes of 
subparagraph (A), for a cost reporting period 
beginning-

"(i) on or after October 1, 2000, and before 
October 1, 2001, the 'TEFRA percentage' is 75 
percent and the 'prospective payment per
centage' is 25 percent; 

"(ii) on or after October 1, 2001, and before 
October 1, 2002, the 'TEFRA percentage' is 50 
percent and the 'prospective payment per
centage' is 50 percent; and 

"(iii) on or after October 1, 2002, and before 
October 1, 2003, the 'TEFRA percentage' is 25 
percent and the 'prospective payment per
centage' is 75 percent. 

"(D) PAYMENT UNIT.-For purposes of this 
subsection, the term 'payment unit' means a 
discharge, day of inpatient hospital services, 
or other unit of payment defined by the Sec
retary. 

"(2) PATIENT CASE MIX GROUPS.-
"(A) ESTABLISHMENT.-The Secretary shall 

establish-
" Ci) classes of patients of rehabilitation fa

cilities (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 hos
pitalization, comorbidities, and functional 
capability of the patient; and 

"(ii) a method of classifying specific pa
tients in rehabilitation facilities within 
these groups. 

"(B) WEIGHTING FACTORS.-For each case 
mix group the Secretary shall assign an ap
propriate weighting which reflects the rel
ative facility resources used with respect to 
patients classified within that group com
pared to patients classified 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 
paragraph as appropriate to reflect changes 
in treatment 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 re
sources. Such adjustments shall be made in a 
manner so that changes in aggregate pay
ments under the classification system 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 Sec
retary determines that such adjustments for 
a previous fiscal year (or estimates that such 
adjustments for a future fiscal year) did (or 
are likely to) result in a change in aggregate 
payments under the classification system 
during the fiscal year that are a result of 
chang'es in the coding or classification of pa
tients that do not reflect real changes in 
case mix, the Secretary shall adjust the per 
payment unit payment rate for subsequent 
years so as to discount the effect of such cod
ing or classification changes. 

"(D) DATA COLLECTION.-The Secretary is 
authorized to require rehabilitation facili
ties that provide inpatient hospital services 
to submit such data as the Secretary deems 
necessary to establish and administer the 
prospective payment system under this sub
section. 

"(3) PAYMENT RATE.-
"(A) IN GENERAL.-The Secretary shall de

termine a prospective payment rate for each 
payment unit for which such rehabilitation 
facility is entitled to receive payment under 
this title. Subject to subparagraph (B), such 
rate for payment units occurring during a 
fiscal year shall be based on the average pay
ment per payment unit under this title for 
inpatient operating and capital costs of reha
bilitation facilities using the most recent 
data available (as estimated by the Sec
retary as of the date of establishment of the 
system) adjusted-

"(!) by updating such per-payment-unit 
amount to the fiscal year involved by the 
weighted average of the applicable percent
age increases provided under subsection 
(b)(3)(B)(ii) (for cost reporting periods begin
ning during the fiscal year) covering the pe
riod from the midpoint of the period for such 
data through the midpoint of fiscal year 2000 
and by an increase factor (described in sub
paragraph (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 subsection (as estimated by the Sec
retary) based on prospective payment 
amounts which are additional payments de
scribed in paragraph (4) (relating to outlier 
and related payments) or paragraph (7); 

"(iii) for variations among rehabilitation 
facilities by area under paragraph (6); 

"(iv) by the weighting factors established 
under paragraph (2)(B); and 

"(v) by such other factors as the Secretary 
determines are necessary to properly reflect 
variations in necessary costs of treatment 
among rehabilitation facilities. 

"(B) BUDGET NEUTRAL RATES.-The Sec
retary shall establish the prospective pay
ment amounts under this subsection for pay
ment units during fiscal years 2001 through 
2004 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 pursu
ant to paragraphs (4), (6), and (7)) shall be 
equal to 99 percent of the amount of pay
ments 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 es
tablishing such payment amounts, the Sec
retary shall consider the effects of the pro
spective payment system established under 
this subsection on the total number of pay
ment units from rehabilitation facilities and 
other factors described in subparagraph (A). 

"(C) INCREASE FACTOR.-For purposes of 
this subsection for payment units in each fis
cal year (beginning with fiscal year 2001), the 
Secretary shall establish an increase factor. 
Such factor shall be based on an appropriate 
percentage increase in a market basket of 
goods and services comprising services for 
which payment is made under this sub
section, which may be the market basket 
percentage increase described in subsection 
(b)(3)(B)(iii). 

"(4) OUTLIER AND SPECIAL PAYMENTS.
"(A) 0UTLIERS.-
"(i) IN GENERAL.-The Secretary may pro

vide for an additional payment to a rehabili
tation facility for patients in a case mix 
group, based upon the patient being classi
fied 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 pay
ment under clause (i) shall be determined by 
the Secretary 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 
subparagraph for payment units in a fiscal 
year may not exceed 5 percent of the total 
payments projected or estimated to be made 
based on prospective payment rates for pay
ment units in that year. 

"(B) ADJUSTMENT.-The Secretary may 
provide for such adjustments to the payment 
amounts under this subsection as the Sec
retary deems appropriate to take into ac
count the unique circumstances of rehabili
tation facilities located in Alaska and Ha
waii. 

"(5) PUBLICATION.-The Secretary shall 
provide for publication in the Federal Reg
ister, on or before September 1 before each 
fiscal year (beginning with fiscal year 2001, 
of the classification 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 sub
section for that fiscal year. 

"(6) AREA WAGE ADJUSTMENT.-The Sec
retary shall adjust the proportion, (as esti
mated by the Secretary from time to time) 
of rehabilitation facilities' costs which are 
attributable to wages and wage-related 
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costs, of the prospective payment rates com
puted under paragraph (3) for area dif
ferences in wage levels by a factor (estab
lished by the Secretary) reflecting the rel
ative hospital wage level in the geographic 
area of the rehabilitation facility compared 
to the national average wage level for such 
facilities. Not later than October 1, 2001 (and 
at least every 36 months thereafter), the Sec
retary shall update the factor under the pre
ceding sentence on the basis of a survey con
ducted by the Secretary (and updated as ap
propriate) of the wages and wage-related 
costs incurred in furnishing rehabilitation 
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) ADDITIONAL ADJUSTMENTS.- The Sec
retary may provide by regulation for-

"(A) an additional payment to take into 
account indirect costs of medical education 
and the special circumstances of hospitals 
that serve a significantly disproportionate 
number of low-income patients in a manner 
similar to that provided under subpara
graphs (B) and (F), respectively, of sub
section (d)(5); and 

"(B) such other exceptions and adjust
ments to payment amounts under this sub
section in a manner similar to that provided 
under subsection (d)(5)(1) in relation to pay
ments under subsection (d). 

"(8) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(A) the establishment of case mix groups, 
of the methodology for the classification of 
patients within such groups, and of the ap
propriate weighting factors thereof under 
paragraph (2), 

"(B) the establishment of the prospective 
payment rates under paragraph (3), 

"(C) the establishment of outlier and spe
cial payments under paragraph (4), 

"(D) the establishment of area wage ad
justments under paragraph (6), and 

"(E) the establishment of additional ad
justments under paragraph (7). ". 

(b) CONFORMING AMENDMENTS.-Section 
1886(b) of such Act (42 U.S.C. 1395ww(b)) is 
amended-

(1) in paragraph (1), by inserting "and 
other than a rehabilitation facility described 
in subsection (j)(l)" after "subsection 
(d)(l)(B)", and 

(2) in paragraph (3)(B)(i), by inserting " and 
subsection (j)" after " For purposes of sub
section (d)". 

(c) EFFECTIVE DATE.- The amendments 
made by this section shall apply to cost re
porting periods beginning on or after October 
1, 2000, except that the Secretary of Health 
and Human Services may require the submis
sion 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. 

CHAPTER 2-PAYMENT UNDER PART B 
Subchapter A-Payment for Hospital 

Outpatient Department Services 
SEC. 10411. 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)(II) (42 U.S.C. 
13951(1)(3)(B)(i)(II)) is amended-

(1) by striking "of 80 percent"; and 
(2) by striking the period at the end and in

serting the following: ", less the amount a 

provider 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 sec
tion 1866(a)(2)(A)". 

(c) E FFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished during portions of cost reporting 
periods occurring on or after October 1, 1997. 
SEC. 10412. EXTENSION OF REDUCTIONS IN PAY-

MENTS FOR COSTS OF HOSPITAL 
OUTPATIENT SERVICES. 

(a) REDUCTION IN PAYMENTS FOR CAPITAL
RELATED COSTS.-Section 1861(v)(l)(S)(ii)(l) 
(42 U.S.C. 1395x(v)(l)(S)(ii)(l)) is amended by 
striking· "through 1998" and inserting 
"through 1999 and during fiscal year 2000 be
fore January 1, 2000" . 

(b) REDUCTION IN PAYMENTS FOR OTHER 
COSTS.-Section 1861(v)(l)(S)(ii)(II) (42 u.s.c. 
1395x(v)(l)(S)(ii)(II)) is amended by striking 
" through 1998" and inserting "through 1999 
and during fiscal year 2000 before January 1, 
2000". 
SEC. 10413. 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 
following: 

"(t) PROSPECTIVE PAYMENT SYSTEM FOR 
HOSPITAL OUTPATIENT DEPARTMENT SERV
ICES.-

" (1) IN GENERAL.-With respect to hospital 
outpatient services designated by the Sec
retary (in this section referred to as 'covered 
OPD services') and 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 sub
section. 

"(2) SYSTEM REQUIREMENTS.-Under the 
payment system-

"(A) the Secretary shall develop a classi
fication system for covered OPD services; 

"(B) the Secretary may establish groups of 
covered OPD services, within the classifica
tion system described in subparagraph (A), 
so that services classified within each group 
are comparable 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 de
scribed in subparagraph (B)) based on median 
hospital costs and shall determine projec
tions of the frequency of utilization of each 
such service (or group of services) in 1999; 

"(D) the Secretary shall determine a wage 
adjustment factor to adjust the portion of 
payment and coinsurance attributable to 
labor-related costs for relative differences in 
labor and labor-related costs across geo
graphic regions in a budget neutral manner; 

"(E) the Secretary shall establish other ad
justments, in a budget neutral manner, as 
determined to be necessary to ensure equi
table payments, such as outlier adjustments, 
adjustments to account for variations in co
insurance payments for procedures with 
similar resource costs, or adjustments 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 DIS
REGARDED.- The Secretary shall estimate 
the total amounts that would be payable 
from the Trust Fund under this part for cov
ered OPD services in 1999, determined with
out regard to this subsection, as though the 
deductible under section 1833(b) did not 
apply, and as though the coinsurance de
scribed in section 1866(a)(2)(A)(ii) (as in ef
fect before the date of the enactment of this 
subsection) continued to 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 national median of 
the charges for the service (or services with
in the group) furnished 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 IN.-If the pre-deductible pay
ment percentage 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 25 percent of amount determined 
under subparagraph (D)(i). 

"(iii) R ULES 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 FAC
'l'ORS.-

"(i) FOR 1999.- . 
"(I) IN GENERAL.-The Secretary shall es

tablish a 1999 conversion factor for deter
mining the medicare pre-deductible OPD fee 
payment amounts for each covered OPD 
service (or group of such services) furnished 
in 1999. Such conversion factor shall be es
tablished on the basis of the weights and fre 
quencies described in paragraph (2)(C) and in 
a manner such that the sum for all services 
and groups of the products (described in sub
clause (II) for each such service or group) 
equals the total projected amount described 
in subparagraph (A). 

"(II) PRODUC'l' DESCRIBED.-The product de
scribed in this subclause, for a service or 
group, is the product of the medicare pre-de
ductible OPD fee payment amounts (taking 
into account appropriate adjustments de
scribed in paragraphs (2)(D) and (2)(E)) and 
the 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 
furnished 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 payment increase fac
tor specified under clause (iii) for the year 
involved. 

" (iii) OPD PAYMENT INCREASE FACTOR.-For 
purposes of this subparagraph, the 'OPD pay
ment increase factor ' for services furnished 
in a year is equal to the sum of-

"(I) market basket percentage increase 
(applicable under section 1886(b)(3)(B)(iii) to 
hospital discharges occurring during the fis
cal year ending in such year, and 

"(II) in the case of a covered OPD service 
(or group of such services) furnished in a 
year in which the pre-deductible payment 
percentage would not exceed 80 percent, 3.5 
percentage points, but in no case greater 
than such number of percentage points as 
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will result in the pre-deductible payment 
percentage exceeding 80 percent. 
In applying the previous sentence for years 
beginning with 2000, the Secretary may sub
stitute for the market basket percentage in
crease under subclause (I) an annual percent
age increase that is computed and applied 
with respect to covered OPD services fur
nished in a year in the same manner as the 
market basket percentage increase is deter
mined and applied to inpatient hospital serv
ices for discharges occurring in a fiscal year. 

"(D) PRE-DEDUCTIBLE PAYMENT PERCENT
AGE.- The pre-deductible payment percent
age for a covered OPD service (or group of 
such services) furnished in a year is equal to 
the ratio of-

"(i) the conversion factor established 
under subparagraph (C) for the year, multi
plied by the weighting factor established 
under paragraph (2)(C) for the service (or 
group), to 

"(ii) the sum of the amount determined 
under clause (i) and the unadjusted copay
ment amount determined under subpara
graph (B) for such service or group. 

"(E) CALCULATION OF MEDICARE OPD FEE 
SCHEDULE AMOUNTS.-The Secretary shall 
compute 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 (deter
mined under paragraph (2)(C)) for the service 
or group. 

"(4) MEDICARE PAYMENT AMOUNT.-The 
amount of payment made from the Trust 
Fund under this part for a covered OPD serv
ice (and such services classified within a 
group) furnished in a year is determined as 
follows: 

"(A) FEE SCHEDULE AND COPAYMENT 
AMOUNT.-Add (i) the medicare OPD fee 
schedule amount (computed under paragraph 
(3)(E)) for the service or group and year, and 
(ii) the unadjusted copayment amount (de
termined under paragraph (3)(B)) for the 
service or group. 

"(B) SUBTRACT APPLICABLE DEDUCTIBLE.
Reduce the sum determined under subpara
graph (A) by the amount of the deductible 
under section 1833(b), to the extent applica
ble. 

"(C) APPLY PAYMENT PROPORTION TO RE
MAINDER.-Multiply the amount so deter
mined under subparagraph (B) by the pre-de
ductible payment percentage (as determined 
under paragraph (3)(D)) for the service or 
group and year involved. 

"(D) LABOR-RELATED ADJUSTMENT.-The 
amount of payment is the product deter
mined under subparagraph (C) with the 
labor-related portion of such product ad
justed for relative differences in the cost of 
labor and other factors determined by the 
Secretary, as computed under paragraph 
(2)(D). 

"(5) COPAYMENT AMOUNT.-
"(A) IN GENERAL.- Except as provided in 

subparagraph (B), the copayment amount 
under this subsection is determined as fol
lows: 

"(i) UNADJUSTED COPAYMENT.-Compute 
the amount by which the amount described 
in paragraph (4)(B) exceeds the amount of 
payment determined under paragraph (4)(C). 

"(ii) LABOR ADJUSTMENT.-The copayment 
amount is the difference determined under 
clause ( i) with the labor-related portion of 
such difference adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com-

puted under paragraphs (2)(D). The adjust
ment under this clause shall be made in a 
manner that does not result in any change in 
the aggregate copayments made in any year 
if the adjustment had not been made. 

"(B) ELECTION TO OFFER REDUCED COPAY
MENT AMOUNT.-The Secretary shall establish 
a procedure under which a hospital, before 
the beginning of a year (beginning with 1999), 
may elect to reduce the copayment amount 
otherwise established under subparagraph 
(A) for some or all covered OPD services to 
an amount that is not less than 25 percent of 
the medicare OPD fee schedule amount 
(computed under paragraph (3)(E)) for the 
service involved, adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com
puted under subparagraphs (D) and (E) of 
paragraph (2). Under such procedures, such 
reduced copayment amount may not be fur
ther reduced or increased during the year in
volved and the hospital may disseminate in
formation on the reduction of copayment 
amount effected under this subparagraph. 

"(C) No IMPACT ON DEDUCTIBLES.-Nothing 
in this paragraph shall be construed as af
fecting a hospital 's authority to waive the 
charging of a deductible under section 
1833(b). 

"(6) PERIODIC REVIEW AND ADJUSTMENTS 
COMPONENTS OF PROSPECTIVE PAYMENT SYS
TEM.-

. "(A) PERIODIC REVIEW.-The Secretary may 
periodically review and revise the groups, 
the relative payment weights, and the wage 
and other adjustments described in para
graph (2) to take into account changes in 
medical practice, changes in technology, the 
addition of new services, new cost data, and 
other relevant information and factors. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-If 
the Secretary makes adjustments under sub
paragTaph (A), then the adjustments for a 
year may not cause the estimated amount of 
expenditures under this part for the year to 
increase or decrease from the estimated 
amount of expenditures under this part that 
would have been made if the adjustments 
had not been made. 

"(C) UPDATE FACTOR.-If the Secretary de
termines under methodologies described in 
subparagraph (2)(F) that the volume of serv
ices paid for under this subsection increased 
beyond amounts established through those 
methodologies, the Secretary may appro
priately 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 
outpatient services that are ambulance serv
ices on the basis described in the matter in 
subsection (a)(l) preceding subparagraph (A). 

"(8) SPECIAL RULES FOR CERTAIN HOS
PITALS.-ln 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 
before January 1, 2000; and 

"(B) the Secretary may establish a sepa
rate 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 
section 1869, 1878, or otherwise of-

"(A) the development of the classification 
system under paragraph (2), including the es
tablishment of groups and relative payment 
weights for covered OPD services, of wage 
adjustment factors, other adjustments, and 
methods described in paragraph (2)(F); 

"(B) the calculation of base amounts under 
paragraph (3); 

"(C) periodic adjustments made under 
paragraph (6); and 

"(D) the establishment of a separate con
version factor under paragraph (8)(B).". 

(b) COINSURANCE.-Section 1866(a)(2)(A)(ll) 
(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 established under section 
1833(t), clause (ii) of the first sentence shall 
be applied by substituting for 20 percent of 
the reasonable charge, the applicable copay
ment amount established under section 
1833(t)(5). ". 

(C) TREATMENT OF REDUCTION IN COPAY
MENT AMOUNT.- Section 1128A(i)(6) (42 u.s.c. 
1320a- 7a(i)(6)) is amended-

(!) 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 OPD services under section 
1833(t)(5)(B). " . 

(d) CONFORMING AMENDMENTS.-
(!) 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 pe

riod". 
(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 DIAGNOS'l'IC PRO
CEDURES.-

(A) Section 1833(n)(l)(A) (42 U.S.C. 
1395l(n)(l)(A)) is amended by inserting "and 
before 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, (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 (1), by inserting " furnished 
before January 1, 1999," after "(i)", 

(B) in clause (ii), by inserting "before Jan
uary 1, 1999," after " furnished ", 

(C) by redesignating clause (iii) as clause 
(iv), and 

(D) by inserting after clause (ii), the fol
lowing new clause: 

"(iii) if such services are furnished on or 
after January 1, 1999, the amount determined 
under subsection (t), or". 

Subchapter B-Rehabilitation Services 
SEC. 10421. REHABILITATION AGENCIES AND 

SERVICES. 
(a) PAYMENT BASED ON FEE SCHEDULE.-
(!) SPECIAL PAYMENT RULES.-Section 

1833(a) (42 U.S.C. 1395l(a)) is amended-
(A) in paragraph (2) in the matter before 

subparagraph (A), by inserting "(C)," before 
"(D) "; 

(B) in paragraph (6), by striking " and" at 
the end; 

(C) in paragraph (7), by striking the period 
at the end and inserting "; and"; 

(D) by adding at the end the following new 
paragraph: 
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"(8) in the case of services described in sec

tion 1832(a)(2)(C) (that are not described in 
section 1832(a)(2)(B)), the amounts described 
in section 1834(k).". 

(2) PAYMENT RATES.- Section 1834 (42 U.S.C. 
1395m) is amended by adding at the end the 
following new subsection: 

"(k) PAYMENT FOR OUTPATIENT THERAPY 
SERVICES.-

"(l) IN GENERAL.-With respect to out
patient physical therapy services (which in
cludes outpatient speech-language pathology 
services) and outpatient occupational ther
apy services for which payment is deter
mined under this subsection, 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 de
fined in paragraph (4)) for the services, 
less 20 percent of the amount of the charges 
imposed for such services. 

"(3) APPLICABLE FEE SCHEDULE AMOUNT.-ln 
this paragraph, the term 'applicable fee 
schedule amount' means, with respect to 
services furnished in a year, the fee schedule 
amount established under section 1848 for 
such services furnished during the year or, if 
there is no such fee schedule amount estab
lished for such services, for such comparable 
services as the Secretary specifies. 

"(4) ADJUSTED REASONABLE COSTS.-ln 
paragraph (2), the term 'adjusted reasonable 
costs' means reasonable costs determined re
duced by-

"(A) 5.8 percent of the reasonable costs for 
operating costs, and 

"(B) 10 percent of the reasonable costs for 
capital costs. 

"(5) UNIFORM CODING.-For claims for serv
ices submitted on or after April 1, 1998, for 
which the amount of payment is determined 
under this subsection, the claim shall in
clude a code (or codes) under a uniform cod
ing system specified by the Secretary that 
identifies the services furnished. 

"(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 sub
section in the same manner as they apply to 
services provided by a practitioner described 
in section 1842(b)(18)(C).". 

(b) APPLICATION OF STANDARDS TO OUT
PATIENT OCCUPATIONAL AND PHYSICAL THER
APY SERVICES PROVIDED AS AN INCIDENT TO A 
PHYSICIAN'S PROFESSIONAL SERVICES.- Sec
tion 1862(a), as amended by section 10401(b), 
(42 U.S.C. 1395y(a)) is amended-

(1) by striking "or" at the end of paragraph 
(16); 

(2) by striking the period at the end of 
paragraph (17) and inserting"; or"; and 

(3) by inserting after paragraph (17) the fol
lowing: 

"(18) in the case of outpatient occupational 
therapy services or outpatient physical ther
apy services furnished as an incident to a 
physician's professional ·services (as de
scribed in section 1861(s)(2)(A)), that do not 
meet the standards and conditions under the 
second sentence of section 1861(g) or 1861(p) 
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 "serv
ices described in the second sentence of sec
tion 1861(p)" and inserting " physical therapy 
services of the type described in section 
1861(p) (regardless of who furnishes the serv
ices or whether the services may be covered 
as physicians' services so long as the services 
are furnished other than in a hospital set-
ting)", and · 

(2) in the second sentence, by striking 
" outpatient occupational therapy services 
which are described in the second sentence of 
section 1861(p) through the operation of sec
tion 1861(g)" and inserting "occupational 
therapy services (of the type that are de
scribed in section 1861(p) throug·h the oper
ation of section 1861(g)), regardless of who 
furnishes the services or whether the serv
ices may be covered as physicians' services 
so long as the services are furnished other 
than in a hospital setting". 

(d) INDEXING LIMITATION.- Section 1833(g) 
(42 U.S.C. 1395l(g)), as amended by subsection 
(c), ls further amended-

(1) by striking " $900" each place it appears 
and inserting "the amount specified in para
graph (2) for the year", 

(2) by inserting "(1)" after "(g)" , 
(3) by designating the last sentence as a 

paragraph (3), and 
(4) by inserting before paragraph (3), as so 

designated, the following: 
"(2) The amount specified in this para

graph-
"(A) for 1999, and each preceding year, is 

$900, and 
"(B) for a subsequent year is the amount 

specified in this paragraph for the preceding 
year increased by the Secretary's estimate of 
the projected percentage growth in real gross 
domestic product per capita from the fiscal 
year ending in the preceding year to the fis
cal year ending in such subsequent year.". 

(e) EFFECTIVE DATE.- The amendments 
made by this section apply to services fur
nished on or after January 1, 1998; except 
that the amendments made by subsection (c) 
apply to services furnished on or after Janu
ary 1, 1999. 
SEC. 10422. COMPREHENSIVE OUTPATIENT REHA· 

BILITATION FACILITIES (CORF). 
(a) PAYMENT BASED ON FEE SCHEDULE.-
(1) SPECIAL PAYMENT RULES.-Section 

1833(a) (42 U.S.C. 1395l(a)), as amended by sec
tion 10421(a), is amended-

(A) in paragraph (3), by striking " subpara
graphs (D) and (E) of section 1832(a)(2)" and 
inserting "section 1832(a)(2)(E)"; 

(B) in paragraph (7), by striking " and" at 
the end; 

(C) in paragraph (8), by striking the period 
at the end and inserting ''; and''; 

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

"(9) in the case of services described in sec
tion 1832(a)(2)(E), the amounts described in 
section 1834(k)." . 

(2) PAYMENT RATES.-Section 1834(k) (42 
U.S.C. 1395m(k)), as added by section 10421(a), 
is amencled-

(A) in the heading, by inserting "AND COM
PREHENSIVE OUTPATIENT REHABILITATION FA
CILITY SERVICES" after " THERAPY SERVICES"; 
and 

(B) in paragraph (1), by inserting "and with 
respect to comprehensive outpatient reha
bilitation facility services" after " occupa
tional therapy services". 

(b) E FFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to serv
ices furnished on or after January 1, 1998, 

and to portions of cost reporting periods oc
curring on or after such date. 

Subchapter C-Ambulance Services 

SEC. 10431. PAYMENTS FOR AMBULANCE SERV· 
ICES. 

(a) INTERIM REDUCTIONS.-
(1) PAYMENTS DETERMINED ON REASONABLE 

COST BASIS.-Section 1861(V)(l) (42 u.s.c. 
1395x(v)(l)) is amended by adding at the end 
the following new subparagraph: 

"(U) In determining the reasonable cost of 
ambulance services (as described in sub
section (s)(7)) provided during a fiscal year 
(beginning with fiscal year 1998 and ending 
with fiscal year 2002), the Secretary shall not 
recognize any costs in excess of costs recog
nized as reasonable for ambulance services 
provided during the previous fiscal year after 
application of this subparagraph, increased 
by the percentage increase in the consumer 
price index for all urban consumers (U.S. 
city average) as estimated by the Secretary 
for the 12-month period ending with the mid
point of the fiscal year involved reduced (in 
the case of each of fiscal years 1998 and 1999) 
by 1 percentage point. ' '. 

(2) PAYMENTS DETERMINED ON REASONABLE 
CHARGE BASIS.-Section 1842(b) (42 u.s.c. 
1395u(b)) is amended by adding at the end the 
following new paragraph: 

"(19) For purposes of section 1833(a)(l), the 
reasonable charge for ambulance services (as · 
described in section 1861(s)(7)) provided dur
ing a fiscal year (beginning with fiscal year 
1998 and ending with fiscal year 2002) may 
not exceed the reasonable charge for such 
services provided during the previous fiscal 
year after the application of this paragraph, 
increased by the percentage increase in the 
consumer price index for all urban con
sumers (U.S. city average) as estimated by 
the Secretary for the 12-month period ending 
with the midpoint of the year involved re
duced (in the case of each of fiscal years 1998 
and 1999) by 1 percentage point.". 

(b) ES'l'ABLISHMENT OF PROSPECTIVE FEE 
SCHEDULE.-

(1) PAYMENT IN ACCORDANCE WITH FEE 
S'CHEDULE.-Section 1833(a)(l) (42 u.s.c. 
1395l(a)(l)), as amended by section 10619(b)(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 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 section 1834(1);" . 

(2) ESTABLISHMENT OF SCHEDULE.-Section 
1834 (42 U.S.C. 1395m), as amended by section 
10421(a)(2), is amended by adding at the end 
the following new subsection: 

"(l) ES'l'ABLISHMENT OF FEE SCHEDULE FOR 
AMBULANCE SERVICES.-

"(1) IN GENERAL.- The Secretary shall es
tablish a fee schedule for payment for ambu
lance services under this part through a ne
gotiated rulemaking process described in 
title 5, United States Code, and in accord
ance with the requirements of this sub
section. 

"(2) CONSIDERATIONS.- In establishing such 
fee schedule the Secretary shall-

"(A) establish mechanisms to control in
creases in expenditures for ambulance serv
ices under this part; 

"(B) establish definitions for ambulance 
services which link payments to the type of 
services provided; 

"(C) consider appropriate regional and 
operational differences; 
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"(D) consider adjustments to payment 

rates to account for inflation and other rel
evant factors; and 

"(E) phase in the application of the pay
ment rates under the fee schedule in an effi
cient and fair manner. 

" (3) SAVINGS.-In establishing such fee 
schedule the Secretary shall-

"(A) ensure that the aggregate amount of 
payments made for ambulance services 
under this part during 2000 does not exceed 
the aggregate amount of payments which 
would have been made for such services 
under this part during such year if the 
amendments made by section 10431 of the 
Balanced Budget Act of 1997 had not been 
made; and 

"(B) set the payment amounts provided 
under the fee schedule for services furnished 
in 2001 and each subsequent year at amounts 
equal to the payment amounts under the fee 
schedule for service furnished during the pre
vious year, increased by the percentage in
crease in the consumer price index for all 
urban consumers (U.S. city average) for the 
12-month period ending with June of the pre
vious year. 

"(4) CONSULTATION.-ln establishing the fee 
schedule for ambulance services under this 
subsection, the Secretary shall consult with 
various national organizations representing 
individuals and entities who furnish and reg
ulate ambulance services and share with 
such organizations relevant data in estab
lishing such schedule. 

"(5) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869 or otherwise of the amounts es
tablished under the fee schedule for ambu
lance services under this subsection, includ
ing 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 sub
section in the same manner as they apply to 
services provided by a practitioner described 
in section 1842(b)(18)(C).". · 

(3) EFFECTIVE DATE.-The amendments 
made by this section apply to ambulance 
services furnished on or after January 1, 2000. 

(c) AUTHORIZING PAYMENT FOR PARAMEDIC 
INTERCEPT SERVICE PROVIDERS IN RURAL 
COMMUNITIES.-ln promulgating regulations 
to carry out section 1861(s)(7) of the Social 
Security Act (42 U.S.C. 1395x(s)(7)) with re
spect to the coverage of ambulance service, 
the Secretary of Health and Human Services 
may include coverage of advanced life sup
port services (in this subsection referred to 
as "ALS intercept services") provided by a 
paramedic intercept service provider in a 
rural area if the following conditions are 
met: 

(1) The ALS intercept services are provided 
under a contract with one or more volunteer 
ambulance services and are medically nec
essary based on the health condition of the 
individual being transported. 

(2) The volunteer ambulance service in
volved-

(A) is certified as qualified to provide am
bulance service for purposes of such section, 

(B) provides only basic life support services 
at the time of the intercept, and 

(C) is prohibited 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 
title XVIII of the Social Security Act, and 

(B) bills all recipients who receive ALS 
intercept services from the entity, regardless 

of whether or not such recipients are medi
care beneficiaries. 
SEC. 10432. DEMONSTRATION OF COVERAGE OF 

AMBULANCE SERVICES UNDER 
MEDICARE THROUGH CONTRACTS 
WITH UNITS OF LOCAL GOVERN· 
MENT. 

(a) DEMONSTRATION PROJECT CONTRACTS 
WITH LOCAL GOVERNMENTS.-The Secretary of 
Health and Human Services shall establish 
up to 3 demonstration projects under which, 
at the request of a county or parish, the Sec
retary enters into a contract with the coun
ty or parish under which-

(1) the county or parish furnishes (or ar
ranges 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 individuals residing in the county or 
parish who are enrolled under such part, ex
cept that the county or parish may not enter 
into the contract unless the contract covers 
at least 80 percent of the individuals residing 
in the county or parish who are enrolled 
under such part; 

(2) any individual or entity furnishing am
bulance services under the contract meets 
the requirements otherwise applicable to in
dividuals and entities furnishing such serv
ices under such part; and 

(3) for each month during which the con
tract is in effect, the Secretary makes a 
capitated payment to the county or parish in 
accordance 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 month

ly payment made for months occurring dur
ing a calendar year to a county or parish 
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 paragTaph (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 individuals 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 con
sumers (U.S. city average) for the 12-month 
period ending with June of the previous year. 

(c) 0'1'HER TERMS OF CONTRACT.- The Sec
retary and the county or parish may include 
in a contract under this section such other 
terms as the parties consider appropriate, in
cluding-

(1) covering individuals residing in addi
tional counties or parishes (under arrange
ments entered into between such counties or 
parishes and the county or parish involved); 

(2) permitting the county or parish to 
transport individuals to non-hospital pro
viders if such providers are able to furnish 
quality services at a lower cost than hospital 
providers; or 

(3) implementing such other innovations as 
the county or parish may propose to improve 
the quality of ambulance services and con
trol the costs of such services. 

(d) CONTRACT PAYMENTS IN LIEU OF OTHER 
BENEFI'I'S.-Payments under a contract to a 
county or parish 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 Se
curity Act for the services covered under the 
contract which are furnished to individuals 
who reside in the county or parish. 

(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 analysis of the quality and cost-effective
ness of ambulance 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 para
graph (1), and shall include in the report 
such recommendations as the Secretary con
siders appropriate, including recommenda
tions regarding modifications to the method
ology used to determine the amount of pay
ments made under such contracts and ex
tending or expanding such projects. 

CHAPTER3-PAYMENTUNDERPARTSA 
ANDB 

SEC. 10441. PROSPECTIVE PAYMENT FOR HOME 
HEALTH SERVICES. 

(a) IN GENERAL.-Title XVIII (42 u.s.c. 1395 
et seq.), as amended by section 10011, is 
amended by adding at the end the following 
new section: 

" PROSPECTIVE PAYMENT FOR HOME HEALTH 
SERVICES 

" SEC. 1895. (a) IN GENERAL.-Notwith
standing section 1861(v), the Secretary shall 
provide, for cost reporting periods beginning 
on or after October 1, 1999, for payments for 
home health services in accordance with a 
prospective payment system established by 
the Secretary under this section. 

"(b) SYSTEM OF PROSPECTIVE PAYMENT FOR 
HOME HEALTH SERVICES.-

" (l) IN GENERAL.-The Secretary shall es
tablish 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 benefit as of the date 
of the enactment of the this section, includ
ing medical supplies, shall be paid for on the 
basis of a prospective payment amount de
termined under this subsection and applica
ble to the services involved. In implementing 
the system, the Secretary may provide for a 
transition (of not longer than 4 years) during 
which a portion of such payment is based on 
agency-specific costs, but only if such transi
tion does not result in aggregate payments 
under this title that exceed the aggregate 
payments that would be made if such a tran
sition did not occur. 

" (2) UNIT OF PAYMENT.-In defining a pro
spective payment amount under the system 
under this subsection, the Secretary shall 
consider an appropriate unit of service and 
the number, type, and duration of visits pro
vided within that unit, potential changes in 
the mix of services provided within that unit 
and their cost, 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 

Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts). Such amount (or amounts) shall 
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initially be based on the most current au
dited cost report data available to the Sec
retary 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 effect 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 
agencies in a budget neutral manner con
sistent with the case mix and wage level ad
justments provided under paragraph (4)(A). 
Under the system, the Secretary may recog
nize regional differences 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 de
scribed in section 1861(v)(l)(L), as those lim
its are in effect on September 30, 1999. 

"(B) ANNUAL UPDATE.-
"(i) IN GENERAL.-The standard prospective 

payment amount (or amounts) shall be ad
justed for each fiscal year (beginning with 
fiscal year 2001) in a prospective manner 
specified by the Secretary by the home 
health market basket percentage increase 
applicable to the fiscal year involved. 

"(ii) HOME HEALTH MARKET BASKET PER
CENTAGE INCREASE.- For purposes of this sub
section, the term 'home health market bas
ket percentage increase' means, with respect 
to a fiscal year, a percentage (estimated by 
the Secretary before the beginning of the fis
cal year) determined and applied with re
spect to the mix of goods and services in
cluded in home health services in the same 
manner as the market basket percentage in
crease under section 1886(b)(3)(B)(iii) is de
termined and applied to the mix of goods and 
services comprising inpatient hospital serv
ices for the fiscal year. 

"(C) ADJUSTMENT FOR OUTLIERS.- The Sec
retary shall reduce the standard prospective 
payment amount (or amounts) under this 
paragraph applicable to home health services 
furnished during a period by such proportion 
as will result in an aggregate reduction in 
payments for the period equal to the aggre
gate increase in payments resulting from the 
application of paragraph (5) (relating to 
outliers). 

"(4) PAYMENT COMPUTA'l'ION.-
"(A) IN GENERAL.-The payment amount 

for a unit of home health services shall be 
the applicable standard prospective payment 
amount adjusted as follows: 

"(i) CASE MIX ADJUSTMENT.- The amount 
shall be adjusted by an appropriate case mix 
adjustment factor (established under sub
paragraph (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 dif
ferences in such costs by an area wage ad
justment factor (established under subpara
graph (C)) for the area in which the services 
are furnished or such other area as the Sec
retary may specify. 

"(B) ESTABLISHMENT OF CASE MIX ADJUST
MENT FACTORS.-The Secretary shall estab
lish appropriate case mix adjustment factors 
for home health services in a manner that 
explains a significant amount of the vari
ation in cost among different units of serv
ices. 

"(C) ESTABLISHMENT OF AREA WAGE ADJUST
MENT FACTORS.-The Secretary shall estab
lish area wage adjustment factors that re-

fleet the relative level of wages and wage-re
lated 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) OUTLIERS.-The Secretary may provide 
for an a ddition or adjustment to the pay
ment amount otherwise made in the case of 
outliers because of unusual variations in the 
type or amount of medically necessary care. 
The tota l amount of the additional payments 
or payment adjustments made under this 
paragraph with respect to a fiscal year may 
not exceed 5 percent of the total payments 
projected or estimated to be made based on 
the prospective payment system under this 
subsection in that year. 

"(6) PRORATION OF PROSPECTIVE PAYMENT 
AMOUNTS.-If a beneficiary elects to transfer 
to, or receive services from, another home 
health agency within the period covered by 
the prospective payment amount, the pay
ment shall be prorated between the home 
health agencies involved. 

"(C) REQUIREMENTS FOR PAYMENT INFORMA
TION.- With respect to home health services 
furnished on or after October 1, 1998, no 
claim for such a service may be paid under 
this title unless-

"(1) the claim has the unique identifier 
(provided under section 1842(r)) for the physi
cian who prescribed the services or made the 
certification 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 
186l(m), the claim has information (coded in 
an appropriate manner) on the length of 
time of the service visit, as measured in 15 
minute increments. 

"(d) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(1) the establishment of a transition pe
riod uncl er subsection (b)(l); 

"(2) the definition and application of pay
ment units under subsection (b)(2); 

"(3) the computation of initial standard 
prospective payment amounts under sub
section (b)(3)(A) (including the reduction de
scribed 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); 

"(6) the establishment of any adjustments 
for outliers under subsection (b)(5); and 

"(7) the amounts or types of adjustments 
under subsection (b)(7).". 

(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 sub
paragraph (C), 

(2) by striking subparagraph (D), and 
(3) by redesignating subparagraph (E) as 

subparagraph (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) P AYMENTS 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 
defined in section 1861(kk)), the amount de
termined under the prospective payment sys
tem under section 1895;"; 

(ii) by striking "and" at the end of sub
paragraph (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 patients are low-income (and requests 
that payment be made under this provision), 
free of charge or at nominal charges to the 
public, 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 sec
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)), as 
amended by section 10401(b)(2), is amended

(I) by striking " and (E)" and inserting 
"(E)"; and 

(II) by striking the period at the end and 
inserting the following: " , and (F) in the case 
of home health services furnished to an indi
vidual 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 arrangement with 
them made by the agency, or when any other 
contracting or consulting arrangement, or 
otherwise).". 

(ii) CONFORMING AMENDMENT.-Section 
1832(a)(l) (42 U.S.C. 1395k(a)(l)), as amended 
by section 10401(b), is amended by striking 
" and section 1842(b)(6)(E)" and inserting ", 
section 1842(b)(6)(E), and section 
1842(b)(6)(F)" . 

(C) EXCLUSIONS FROM COVERAGE.- Section 
1862(a) (42 U.S.C. 1395y(a)), as amended by 
sections 1040l(b) and 10421(b), is amended-

(i) by striking " or" at the end of paragraph 
(17); 

(ii) by striking the period at the end of 
paragraph (18) and inserting "; or" ; and 

(iii) inserting after paragraph (18) the fol
lowing new paragraph: 

"(19) 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 submitted by the agen
cy.". 

(d) EFFECTIVE DATE.-Except as otherwise 
provided, the amendments made by this sec
tion shall apply to cost reporting periods be
ginning on or after October 1, 1999. 

Subtitle F-Provisions Relating to Part A 
CHAPTER I-PAYMENT OF PPS 

HOSPITALS 
SEC. 10501. PPS HOSPITAL PAYMENT UPDATE. 

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 sub
clause (XII), and 

(2) by striking subclause (XIII) and insert
ing the following: 

"(XIII) for fiscal year 1998, 0 percent, 
"(XIV) for each of the fiscal years 1999 

through 2002, the market basket percentage 
increase minus 1.0 percentage point for hos
pitals in all areas, and 

"(XV) for fiscal year 2003 and each subse
quent fiscal year, the market basket per
centage increase for hospitals in all areas.". 
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SEC. 10502. CAPITAL PAYMENTS FOR PPS HOS

PITALS. 
(a) MAINTAINING SAVINGS FROM TEMPORARY 

REDUCTION IN PPS CAPITAL RATES.-Section 
1886(g)(l)(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 discharges occur
ring on or after October l, 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 pay
ment rate (as described in section 412.308(c) 
of that title, as in effect on September 30, 
1997), and (ii) the unadjusted hospital-spe
cific rate (as described in section 412.328(e)(l) 
of that title, as in effect on September 30, 
1997).,,. 

(b) REVISION OF EXCEPTIONS PROCESS 
UNDER PROSPECTIVE PAYMENT SYSTEM FOR 
CERTAIN PROJECTS.-

(1) IN GENERAL.-Section 1886(g)(l) (42 
U.S.C. 1395ww(g)(l)) is amended-

(A) by redesignating subparagraph (C) as 
subparagraph (F), and 

(B) by inserting after subparagraph (B) the 
following subparagraphs: 

"(C) The exceptions under the system pro
vided by the Secretary under subparagraph 
(B)(iii) shall include the provision of excep
tion payments under the special exceptions 
process provided under section 412.348(g) of 
title 42, Code of Federal Regulations (as in 
effect on September 1, 1995), except that the 
Secretary shall revise such process, effective 
for discharges occurring after September 30, 
1997, as follows: 

"(i) A hospital with at least 100 beds which 
is located in an urban area shall be eligible 
under such process without regard to its dis
proportionate patient percentage under sub
section (d)(5)(F) or whether it qualifies for 
additional payment amounts under such sub
section. 

"(ii) The minimum payment level for 
qualifying hospitals shall be 85 percent (or 
such lower percentage, but no lower than 75 
percent, as the Secretary may provide to 
comply with subparagraph (D)). 

"(iii) A hospital shall be considered to 
meet the requirement that it complete the 
project involved no later than the end of the 
hospital 's last cost reporting period begin
ning before October 1, 2001, if-

"(I) the hospital has obtained a certificate 
of need for the project approved by the State 
or a local planning authority by September 
l, 1995, and 

"(TI) by September 1, 1995, the hospital has 
expended on the project at least $750,000 or 10 
percent of the estimated . cost of the project. 

"(iv) Offsetting amounts, as described in 
section 412.348(g)(8)(ii) of title 42, Code of 
Federal Regulations, shall apply except that 
subparagraph (B) of such section shall be re
vised to require that the additional payment 
that would otherwise be payable for the cost 
reporting period shall be reduced by the 
amount (if any) by which the hospital's cur
rent year medicare capital payments (ex
cluding, if applicable, 75 percent of the hos
pital's capital-related disproportionate share 
payments) exceeds its medicare capital costs 
for such year. 

"(D) The Secretary may reduce the percent 
specified under subparagraph (C)(ii) (but not 
below 75 percent) and shall reduce the Fed
eral capital rate for a fiscal year by such per
centage as the Secretary determines to be 
necessary to ensure that the application of 
subparagraph (C) does not result in an in
crease in the total amount that would have 

been paid under this subsection in the fiscal 
year if such subparagraph did not apply. 

"(E) The Secretary shall provide for publi
cation in the Federal Register each year (be
ginning with 1999) a description of the dis
tributional impact of the application of sub
paragraph (C) on hospitals which receive, 
and do not receive, an exception payment 
under such subparagraph.". 

(2) CONFORMING AMENDMENT.-Section 
1886(g)(l)(B)(iii) (42 U.S.C. 
1395ww(g)( l)(B)(iii)) is amended by striking 
"may provide" and inserting "shall provide 
(in accordance with subparagraph (C))". 
SEC. 10503. FREEZE IN DISPROPORTIONATE 

SHARE. 
(a) No UPDATE IN DISPROPORTIONATE SHARE 

FOR FISCAL YEARS 1998 AND 1999.-Section 
1886(d)(5)(F) (42 U.S.C. 1395ww(d)(5)(F)) is 
amended in clause (ii) by adding at the end 
the following new sentence: " For discharges 
occurring on or after October 1, 1997, the sum 
described in subclause (I) shall be deter
mined as if the applicable percentage in
crease described in subsection (b)(3)(B)(i) for 
discharges for fiscal years 1998 and 1999 were 
zero percent. ". 

(b) DEVELOPMENT OF REVISED QUALIFYING 
CRITERIA AND PAYMENT METHODOLOGY FOR 
HOSPITALS THAT SERVE A DISPROPORTIONATE 
SHARE OF LOW-INCOME PATIENTS.-

(1) DEVELOPMENT OF PROPOSAL.-The Sec
retary of Health and Human Services shall 
develop a proposal to modify the current 
qualifying criteria and payment method
ology under which hospitals that are paid 
under section 1886(d) of the Social Security 
Act (42 U.S.C. 1395ww(d)) receive an addi
tional payment because they serve a dis
proportionate share of low-income patients. 

(2) REPORT.-Not later than April 1, 1999, 
the Secretary shall transmit the proposal de
veloped under paragraph (1) to the Com
mittee on Ways and Means of the House of 
Representatives and the Committee on Fi
nance of the Senate. 
SEC. 10504. MEDICARE CAPITAL ASSET SALES 

PRICE EQUAL TO BOOK VALUE. 
(a) IN GENERAL.-Section 1861(v)(l)(O) (42 

U.S.C. 1395x(v)(1)(0)) is amended-
(1) in clause (i)-
(A) by striking "and (if applicable) a re

turn on equity capital"; 
(B) by striking "hospital or skilled nursing 

facility" and inserting "provider of serv
ices"; 

(C) by striking "clause (iv)" and inserting 
"clause (iii)"; and 

(D) by striking " the lesser of the allowable 
acquisition cost" and all that follows and in
serting "the historical cost of the asset, as 
recognized under this title, less depreciation 
allowed, to the owner of record as of the date 
of enactment of the Balanced Budget Act of 
1997 (or, in the case of an asset not in exist
ence 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. 10505. ELIMINATION 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)(l)) is amended by inserting 
", for cases qualifying for additional pay
ment under subparagraph (A)(i)," before " the 
amount paid to the hospital under subpara
graph (A)". 

(b) DISPROPORTIONA'rE . SHARE ADJUST
MENTS.-Section 1886(d)(5)(F)(ii)(l) (42 U.S.C. 
1395ww(d)(5)(F)(ii)(l)) is amended by insert
ing ", for cases qualifying for additional pay
ment 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 applica
ble DRG prospective payment rate" and in
serting " exceed the sum of the applicable 
DRG prospective payment rate plus any 
amounts payable under paragraphs (d)(5)(B) 
and ( d)(5)(F)". 

(d) EFFECTIVE DATE.- The amendments 
made by this section apply to discharges oc
curring after September 30, 1997. 
SEC. 10506. REDUCTION IN ADJUSTMENT FOR IN

DffiECT MEDICAL EDUCATION. 

(a) IN GENERAL.-Section 1886(d)(5)(B)(i1) 
(42 U.S.C. 1395ww(d)(5)(B)(ii)) is amended to 
read as follows: 

"(ii) For purposes of clause (i)(II), the indi
rect teaching adjustment factor for dis
charges occurring-

"(!) on or after October 1, 1988 and before 
October 1, 1997, is equal to 1.89 (((l+r) to the 
nth power) -1), 

"(II) during fiscal year 1998, is equal to 1.62 
(((l+r) to the nth power) - 1), and 

"(III) during or after fiscal year 1999, is 
equal to 1.35 (((l+r) to the nth power) - 1), 
where 'r' is the ratio of the hospital 's full
time equivalent interns and residents to beds 
and 'n ' equals 0.405, subject to clause (vi).". 

(b) CONFORMING AMENDMENT RELATING TO 
DETERMINATION Ol!"' STANDARDIZED 
AMOUNTS.-Section 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 Sec
retary shall not take into account any re
ductions in the amount of additional pay
ments under paragraph (5)(B)(ii) resulting 
from the amendments made by section 
10506(a) of the Balanced Budget Act of 1997,". 

(C) LIMITATION ON NUMBER OF RESIDENTS 
FOR CERTAIN FISCAL YEARS.-Section 
1886(d)(5)(B) (42 U.S.C. 1395ww(d)(5)(B)) , as 
amended by subsection (a), is amended by 
adding at the end the following new clauses: 

"(v) In determining the adjustment with 
respect to a hospital for discharges occurring 
on or after October 1, 1997, the total number 
of interns and residents in either a hospital 
or non-hospital setting may not exceed the 
number of interns and residents in the hos
pital with respect to the hospital's cost re
porting period beginning on or before Decem
ber 31 , 1996. 

"(vi) For purposes of clause (ii)-
" (l) 'r' may not exceed the ratio of the 

number of interns and residents as deter
mined under clause (v) with respect to the 
hospital for its most recent cost reporting 
period, to the hospital 's available beds (as 
defined by the Secretary) during that cost 
reporting period, 

"(II) for the hospital 's first cost reporting 
period beginning on or after October 1, 1997, 
subject to the limits described in clauses (iv) 
and (v), the total number of full- time equiva
lent residents for payment purposes shall 
equal the average of the actual full-time 
equivalent resident count for the hospital 's 
most recent cost reporting period and the 
preceding cost reporting period, and 

"(III) for the cost reporting period begin
ning on or after October 1, 1998, and each 
subsequent cost reporting period, subject to 
the limits described in clauses (iv) and (v), 
the total number of full-time equivalent 
residents for payment purposes shall equal 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12417 
the average of the actual full-time equiva
lent resident count for the cost reporting pe
riod and the preceding two cost reporting pe
riods. 

"(vii) If the hospital's fiscal year 1998 or 
later cost reporting period is not equal to 
twelve months, the Secretary shall make ap
propriate modifications to ensure that the 
average full-time equivalent residency count 
pursuant to subclauses (II) and (III) of clause 
(vl) is based on the equivalent of full twelve 
month cost reporting periods. 

"(viii) The Secretary may establish rules, 
consistent with the policies in clauses (v) 
through (vii) and in subsection (h)(6)(A)(ii), 
with respect to the application of clauses (v) 
through (vii) in the case of medical residency 
training programs established on or after 
January 1, 1997.". 
SEC. 10507. TREATMENT OF TRANSFER CASES. 

(a) TRANSFERS TO PPS EXEMPT HOSPITALS 
AND SKILLED NURSING F ACILITIES.-Section 
1886(d)(5)(1) (42 U.S.C. 1395ww(d)(5)(1)) is 
amended by adding at the end the following 
new clause: 

"(iii) In carrying out this subparagraph, 
the Secretary shall treat the term ' transfer 
case' as including the case of an individual 
who, upon discharge from a subsection (d) 
hospital-

"(!) is admitted as an inpatient to a hos
pital or hospital unit that is not a subsection 
(d) hospital for the receipt of inpatient hos
pital services; or 

"(II) is admitted to a skilled nursing facil
ity or facility described in section 1861(y)(l) 
for the receipt of extended care services.". 

(b) TRANSFERS FOR PURPOSES OF HOME 
HEALTH SERVICES.-Section 1886(d)(5)(I)(iii) 
(42 U.S.C. 1395ww(d)(5)(l)(iii)), as amended by 
subsection (a), is amended-

(1) in subclause (1), by striking "or"; 
(2) in subclause (II), by striking the period 

at the end and inserting " ; or" and 
(2) by adding at the end the following new 

subclause: 
"(III) receives home health services from a 

home health agency, if such services relate 
to the condition or diagnosis for which such 
individual received inpatient hospital serv
ices from the subsection (d) hospital, and if 
such services are provided within an appro
priate period as determined by the Secretary 
in regulations promulgated not later than 
September 1, 1998.". 

(c) EFFECTIVE DATES.-
(1) The amendment made by subsection (a) 

shall apply with respect to discharges occur
ring on or after October 1, 1997. 

(2) The amendment made by subsection (b) 
shall apply with respect to discharges occur
ring on or after October 1, 1998. 
SEC. 10508. 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 (1), by 

striking " in a fiscal year beginning on or 
after October 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 Sep
tember 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 per
cent)" . 

CHAPTER 2-PAYMENT OF PPS EXEMPT 
HOSPITALS 

SEC. 10511. 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 sub

clause (V), 
(B) by redesignating subclause (VI) as sub

clause (VIII); and 
(C) by inserting after subclause (V), the 

following 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 following new 
clause: 

"(vi) For purposes of clause (ii)(VII) for a 
fiscal year, if a hospital's allowable oper
ating costs of inpatient hospital services rec
ognized under this title for the most recent 
cost reporting period for which information 
is available-

" .(! ) is equal to, or exceeds, 110 percent of 
the hospital's target amount (as determined 
under subparagraph (A)) for such cost report
ing period, the applicable update factor spec
ified under this clause is the market basket 
percentage; 

"(II) exceeds 100 percent, but is less than 
110 percent, of such target amount for the 
hospital , the applicable update factor speci
fied under this clause is 0 percent or, if 
greater, the market basket percentage minus 
0.25 percentage points for each percentage 
point by which such allowable operating 
costs (expressed as a percentage of such tar
get amount) is less than 110 percent of such 
target amount; 

"(III) is equal to, or less than 100 percent, 
but exceeds % of such target amount for the 
hospital , the applicable update factor speci
fied under this clause is 0 percent or, if 
greater, the market basket percentage minus 
2.5 percentage points; or 

"(IV) does not exceed % of such target 
amount for the hospital, the applicable up
date 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 fol
lowing new sentence: "In making such reduc
tions, the Secretary shall treat the applica
ble update factor described in paragraph 
(3)(B)(vi) for a fiscal year as being equal to 
the market basket percentage for that 
year." . 
SEC. 10512. 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 
new paragraph: 

"(4) In determining the amount of the pay
ments that are attributable to portions of 
cost reporting periods occurring during fis
cal 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 de
termined under this title by 10 percent.". 
SEC. 10513. CAP ON TEFRA LIMITS. 

Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)) is 
amended-

(1) in subparagraph (A) by striking "sub
paragraphs (C), (D), and (E)" and inserting 
"Sl.1-bparagraph (C) and succeeding subpara
graphs", and 

(2) by adding at the end the following: 
"(F)(i) In the case of a hospital or unit 

that is within a class of hospital described in 
clause (ii), for cost reporting periods begin-

ning on or after October 1, 1997, and before 
October l, 2002, such target amount may not 
be greater than the 90th percentile of the 
target amounts for such hospitals within 
such class for cost reporting periods begin
ning during that fiscal year. 

"(ii) For purposes of this subparagraph, 
each of the following shall be treated as a 
separate class of hospital: 

"(I ) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

"(II) Hospitals described in clause (ii) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

"(III) Hospitals described in clause (iv) of 
such subsection.". 
SEC. 10514. CHANGE IN BONUS AND RELIEF PAY· 

MENTS. 
(a) CHANGE IN BONUS PAYMENT.- Section 

1886(b)(l)(A) (42 U.S.C. 1395ww(b)(l)(A)) is 
amended by striking all that follows " plus
" and inserting the following: 

"(i) 10 percent of the amount by which the 
target amount exceeds the amount of the op
erating costs, or 

"(ii) 1 percent of the operating costs, 
whichever is less; " . 

(b) CHANGE IN RELIEF PAYMENTS.- Section 
1886(b)(l) (42 U.S.C. 1395ww(b)(l)) is amend
ed-

(1) in subparagraph (B)-
(A) by striking "greater than the target 

amount" and inserting "greater than 110 per
cent of the target amount", 

(B) by striking "exceed the target 
amount" and inserting "exceed 110 percent 
of the target amount" , 

(C) by striking "10 percent" and inserting 
"20 percent", and 

(D) by redesignating such subparagraph as 
subparagraph (C); and 

(2) by inserting after subparagraph (A) the 
following 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 re
spect to those operating costs payable under 
part A on a per discharge basis shall equal 
the target amount; or". 
SEC. 10515. CHANGE IN PAYMENT AND TARGET 

AMOUNT FOR NEW PROVIDERS. 
Section 1886(b) (42 U.S.C. 1395ww(b)) is 

amended-
(1) by inserting after paragraph (1) the fol

lowing new paragraph: 
"(2)(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 full or partial 
cost reporting periods, the amount of the 
payment with respect to operating costs de
scribed 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-

"(I) the amount of operating costs for such 
respective period, or 

"(II) 150 percent of the national median of 
the operating costs for hospitals in the same 
class as the hospital for cost reporting peri
ods beginning during the same fiscal year, as 
adjusted under subparagraph (C); and 

"(11) for purposes of computing the target 
amount for the subsequent cost reporting pe
riod, the target amount for the preceding 
cost reporting period is equal to the amount 
determined under clause (i) for such pre
ceding period. 

"(B) For purposes of this paragraph, each 
of the following shall be treated as a sepa
rate class of hospital: 
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"(i) Hospitals described in clause (i) of sub

section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

"(ii) Hospitals described in clause (ii) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

"(iii) A class of hospitals described in sub
section (d)(l)(B)(iv) that the Secretary shall 
establish based upon a measure of case mix 
that takes into account acuity. 

"(iv) Hospitals described in subsection 
(d)(l)(B)(iv) that are not within the class de
scribed in clause (iii). 

"(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 
determined under such subparagraph to take 
into account differences between average 
wage-related costs in the area of the hospital 
and the national average of such costs with
in the same class of hospital."; and 

(2) in paragraph (3)(A), as amended in sec
tion 10513, by inserting "and in paragraph 
(2)(A)(ii)," before "for purposes of". 
SEC. 10516. REBASING. 

(a) OPTION OF REBASING FOR HOSPITALS IN 
OPERATION BEFORE 1990.- Section 
1886(b)(3)(42 U.S.C. 1395ww(b)(3)), as amended 
in section 10513, is amended by adding at the 
end the following new subparagraph: 

"(G)(i) In the case of a hospital (or unit de
scribed in the matter following clause (v) of 
subsection (d)(l)(B)) that received payment 
under this subsection for inpatient hospital 
services furnished during cost reporting peri
ods before October 1, 1990, that is within a 
class of hospital described in clause (iii), and 
that elects (in a form and manner deter
mined by the Secretary) this subparagraph 
to apply to the hospital, the target amount 
for the hospital's 12-month cost reporting pe
riod 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 follows: 

"(I) The Secretary shall determine the al
lowable operating costs for inpatient hos
pital services for the hospital or unit for 
each of the 5 cost reporting 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 reporting period by the applicable 
percentage increase under subparagraph 
(B)(ii) for each subsequent cost reporting pe
riod up to the cost reporting period described 
in clause (i). 

"(III) The Secretary shall identify among 
such 5 cost reporting periods the cost report
ing periods for which the amount determined 
under subclause (II) is the highest, and the 
lowest. 

"(IV) The Secretary shall compute the 
averages of the amounts determined under 
subclause (II) for the 3 cost reporting periods 
not identified under subclause (III). 

"(iii) For purposes of this subparagraph, 
each of the following shall be treated as a 
separate class of hospital: 

"(I) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

"(II) Hospitals described in clause (11) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

"(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 
adding at the end the following new subpara
graph: 

"(H)(l) 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 hos
pital's 12-month cost reporting period begin
ning during fiscal year 1998 is equal to the al
lowable operating costs of inpatient hospital 
services (as defined in subsection (a)(4)) rec
ognized under this title for the hospital for 
the 12-mon th cost reporting period beginning 
during fiscal year 1996, increased by the ap
plicable percentage increase for the cost re
porting 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 subsection (d)(l)(B) during each 
of the 2 cost reporting 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-

"(!) the hospital's allowabl~ operating 
costs of inpatient hospital services recog
nized 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 per
cent (as determined by the Secretary under 
subsection (d)(5)(F)(vi)) if the hospital were a 
subsection (d) hospital. " . 

(C) CERTAIN LONG-TERM CARE CANCER HOS
PITALS.-

(1) IN GENERAL.-Section 1886(d)(l)(B)(iv) 
(42 U.S.C. 1395ww(d)(l)(B)(iv)) is amended by 
adding at the end the following: "a hospital 
that first received payment under this sub
section in 1986 which has an average inpa
tient length of stay (as determined by the 
Secretary) of greater than 20 days and that 
has 80 percent or more of its annual total in
patient discharges with a principal diagnosis 
that reflects a finding of neoplastic disease, 
or". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to cost re
porting periods beginning on or after the 
date of the enactment of this Act. 
SEC. 10517. TREATMENT OF CERTAIN LONG-TERM 

CARE HOSPITALS. 
(a) IN GENERAL.-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 
hospital that was classified by the Secretary 
on or before September 30, 1995, as a hospital 
described in clause (iv) shall continue to be 
so classified notwithstanding that it is lo
cated in the same building as, or on the same 
campus as, another hospital.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to dis
charges occurring on or after October 1, 1995. 
SEC. 10518. ELIMINATION OF EXEMPTIONS; RE-

PORT ON EXCEPTIONS AND ADJUST· 
MENTS. 

(a) ELIMINATION OF EXEMPTIONS.-
(1) IN GENERAL.- Section 1886(b)(4)(A)(i) (42 

U.S.C. 1395ww(b)(4)(A)(i)) is amended by 
striking "exemption from, or an exception 
and adjustment to," and inserting "an excep
tion and adjustment to" each place it ap
pears. 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph (1) shall apply to hos-

pitals or units that first qualify as a hospital 
or unit described in section 1886(d)(l)(B) (42 
U.S.C. 1395ww(d)(l)(B)) on or after October l, 
1997. 

(b) REPORT.-The Secretary of Health and 
Human Services shall publish annually 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 
Security Act (42 U.S.C. 1395ww(b)(4)), as 
amended by subsection (a), for cost reporting 
periods ending during the previous fiscal 
year. 

CHAPTER 3-PROVISIONS RELATED TO 
HOSPICE SERVICES 

SEC. 10521. 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 per
centage points; and". 

(b) REPORT.- Section 1814(1) (42 u.s.c. 
1395f(i)) is amended by adding at the end the 
following new paragraph: 

"(3) The Secretary shall provide for the 
collection of data, from hospice programs 
providing hospice care for which payment is 
made under this subsection, with respect to 
the costs for providing such care for each fis
cal year beginning with fiscal year 1999." . 
SEC. 10522. PAYMENT FOR HOME HOSPICE CARE 

BASED ON LOCATION WHERE CARE 
IS FURNISHED. 

(a) IN GENERAL.-Section 1814(1)(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 fur
nished in an individual's home under this 
title only on the basis of the geographic lo
cation at which the service is furnished, as 
determined by the Secretary. " . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to cost re
porting periods beginning on or after October 
1, 1997. 
SEC. 10523. HOSPICE CARE BENEFITS PERIODS. 

(a) RESTRUCTURING OF BENEFIT PERIOD.
Section 1812 (42 U.S.C. 1395d) is amended, in 
subsections (a)(4) and (d)(l), by striking ", a 
subsequent period of 30 days, and a subse
quent extension period" and inserting " and 
an unlimited number of subsequent periods 
of 60 days each". 

(b) CONFORMING AMENDMENTS.-(1) Section 
1812 (42 U.S.C. 1395d) is amended in sub
section (d)(2)(B) by striking " 90- or 30-day pe
riod 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 in

serting a period; and 
(C) by striking clause (iii). 

SEC. 10524. OTHER ITEMS AND SERVICES IN
CLUDED IN HOSPICE CARE. 

Section 1861(dd)(l) (42 U.S.C. 1395x(dd)(l)) is 
amended-

(1) in subparagraph (G), by striking "and" 
at the end; 
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(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 

specified in the plan and for which payment 
may otherwise be made under this title.". 
SEC. 10525. CONTRACTING WITH INDEPENDENT 

PHYSICIANS OR PHYSICIAN GROUPS 
FOR HOSPICE CARE SERVICES PER
MITTED. 

Section 1861(dd)(2) (42 U.S.C. 1395x(dd)(2)) is 
amended-

(1) in subparagraph (A)(ii)(l), by striking 
" (F),"; and 

(2) in subparagraph (B)(i), by inserting "or, 
in the case of a physician described in sub
clause (l), under contract with" after " em
ployed by". 
SEC. 10526. WAIVER OF CERTAIN STAFFING RE

QUIREMENTS FOR HOSPICE CARE 
PROGRAMS IN NON-URBANIZED 
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 organiza
tion-

"(i) is located in an area which is not an 
urbanized area (as defined by the Bureau of 
Census), and 

"(11) demonstrates to the satisfaction of 
the Secretary that the agency or organiza
tion has been unable, despite diligent efforts, 
to recruit appropriate personnel.". 
SEC. 10527. LIMITATION ON LIABILITY OF BENE

FICIARIES FOR CERTAIN HOSPICE 
COVERAGE DEN.IALS. 

Section 1879(g) (42 U.S.C. 1395pp(g)) is 
amended-

(1) by redesignating 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 sub

section (g), as amended, that follows " is-" a 
new paragraph (1) and indenting such para
graph 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 hos
pice care to an individual, a determination 
that the individual is not terminally ill. " . 
SEC. 10528. 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)(1)) is amended, in the matter 
following subclause (II), by striking " , not 
later than 2 days after hospice care is initi
ated (or, if each certify verbally not later 
than 2 days after hospice care is initiated, 
not later than 8 days after such care is initi
ated)" and inserting "at the beginning of the 
period" . 
SEC. 10529. EFFECTIVE DATE. 

Except as otherwise provided in this chap
ter, the amendments made by this chapter 
apply to benefits provided on or after the 
date of the enactment of this chapter, re
gardless 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)) be
fore such date. 

CHAPTER 4-MODIFICATION OF PART A 
HOME HEALTH BENEFIT 

SEC. 10531. MODIFICATION OF PART A HOME 
HEALTH BENEFIT FOR INDIVIDUALS 
ENROLLED UNDER PART B. 

(a) IN GENERAL.-Section 1812 (42 u.s.c. 
1395d) is amended-

(1) in subsection (a)(3), by striking "home 
health services'' and inserting "for individ
uals not enrolled in part B, home health 
services, and for individuals so enrolled, part 
A home health services (as defined in sub
section (g))" ; 

(2) by redesignating subsection (g) as sub
section (h); and 

(3) by inserting after subsection (f) the fol
lowing new subsection: 

" (g)(l ) For purposes of this section, the 
term 'part A home health services' means-

" (A) for services furnished during each 
year beginning with 1998 and ending with 
2002, home health services subject to the 
transition reduction applied under paragraph 
(2)(C) for services furnished during the year, 
and 

" (B) for services furnished on or after Jan
uary 1, 2003, post-institutional home health 
services for up to 100 visits during a home 
health spell of illness. 

"(2) For purposes of paragraph (l)(B), the 
Secretary shall specify, before the beginning 
of each year beginning with 1998 and ending 
with 2002, a transition reduction in the home 
health services benefit under this part as fol
lows: 

"(A) The Secretary first shall estimate the 
amount of payments that would have been 
made under this part for home health serv
ices furnished during the year if-

" (i) part A home health services were all 
home health services, and 

"(ii) part A home health services were lim
ited to services described in paragraph (l)(B). 

"(B)(i) The Secretary next shall compute a 
transfer reduction amount equal to the ap
propriate proportion (specified under clause 
(ii)) of the amount by which the amount esti
mated under subparagraph (A)(i) for the year 
exceeds the amount estimated under sub
paragraph (A)( ii) for the year. 

" (11) For purposes of clause (i), the 'appro-
priate proportion' is equal to

" (l) Vs for 1998, 
" (II) % for 1999, 
"(Ill) % for 2000, 
"(IV) % for 2001, and 
" (V) % for 2002. 
" (C) The Secretary shall establish a .transi

tion reduction by specifying such a visit 
limit (during a home health spell of illness) 
or such a post-institutional limitation on 
home health services furnished under this 
part during the year as the Secretary esti
mates will result in a reduction in the 
amount of payments that would otherwise be 
made under this part for home health serv
ices furnished during the year equal to the 
transfer amount computed under subpara
graph (B)(i) for the year. 

" (3) Payment under this part for home 
health services furnished an individual en
rolled under part B-

" (A) during a year beginning with 1998 and 
ending with 2003, may not be made for serv
ices that are not within the visit limit or 
other limitation specified by the Secretary 
under the transition reduction under para
graph (3)(C) for services furnished during the 
year; or 

"(B) on or after January 1, 2004, may not be 
made for home health services that are not 
post-institutional home health services or 
for post-institutional furnished to the indi
vidual after such services have been fur-

nished to the individual for a total of 100 vis
its during a home health spell of illness. 

"(4) With respect to computing the month
ly actuarial rate for enrollees age 65 and over 
for purposes of applying section 1839, such 
rate shall be computed as though any ref
erence in a previous provision of this sub
section to 2002 or 2003 is a reference to the 
succeeding year and as through the appro
priate proportion described in paragraph 
(3)(B)(i1) were equal to-

" (A) 1h for 1998, 
"(B) 2h for 1999, 
"(C) ah for 2000, 
"(D) 4h for 2001, 
"(E) 5h for 2002, and 
" (F) 6h for 2003. " . 

(b) POST-INSTITUTIONAL HOME HEALTH 
SERVICES DEFINED.-Section 1861 (42 u.s.c. 
1395x), as amended by section 10105(a)(l)(B) is 
amended by adding at the end the following: 

" Post-Institutional Home Health Services; 
Home Health Spell of Illness 

" (rr)(l) The term 'post-institutional home 
health services' means home health services 
furnished to an individual-

" (A) after discharge from a hospital or 
rural primary care hospital in which the in
dividual 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 dis
charge; or 

" (B) after discharge from a skilled nursing 
facility 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 pe
riod of consecutive days-

"(A) beginning with the first day (not in
cluded in a previous home health spell of ill
ness) (1) on which such individual is fur
nished post-institutional home health serv
ices, and (B) which occurs in a month for 
which the individual is entitled to benefits 
under part A, and 

" (B) ending with the close of the first pe
riod of 60 consecutive days thereafter on 
each of which the individual is neither an in
patient of a hospital or rural primary care 
hospital nor an inpatient of a facility de
scribed 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 insert
ing "(or $100 in the case of home health serv
ices)" after "$500". 

(d) MAINTAINING SEAMLESS ADMINISTRATION 
THROUGH FISCAL lNTERMEDIARIES.- Section 
1842(b)(2) (42 U.S.C. 1395u(b)(2)) is amended by 
adding at the end the following: 

"(E) With respect to the payment of claims 
for home health services under this part 
that, but for the amendments made by sec
tion 10531 of the Balanced Budget Act of 1997, 
would be payable under part A instead of 
under this part, the Secretary shall continue 
administration of such claims through fiscal 
intermediaries under sec ti on 1816. " . 

(e) EFFECTIVE DATE.- The amendments 
made by this section apply to services fur
nished on or after January 1, 1998. For pur
pose of applying such amendments , any 
home health spell of illness that began, but 
not end, before such date shall be considered 
to have begun as of such date. 
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CHAPTER 5-0THER PAYMENT 
PROVISIONS 

SEC. 10541. REDUCTIONS IN PAYMENTS FOR EN
ROLLEE BAD DEBT. 

Section 186l(v)(l) ( 42 U .S.C. 1395x(v)(l)) is 
amended by adding at the end the following 
new subparagraph: 

"(T ) In determining such reasonable costs 
for hospitals, the amount of bad debts other
wise treated as allowable costs which are at
tributable to the deductibles and coinsur
ance amounts under this title shall be re
duced-

"(i) for cost reporting periods beginning 
during fiscal year 1998, by 25 percent of such 
amount otherwise allowable, 

"(ii) for cost reporting periods beginning 
during fiscal year 1999, by 40 percent of such 
amount otherwise allowable, and 

"(iii) for cost reporting periods beginning 
during a subsequent fiscal year, by 50 per
cent of such amount otherwise allowable.". 
SEC. 10542. PERMANENT EXTENSION OF HEMO-

PHILIA PASS-THROUGH. 
Effective October 1, 1997, section 6011(d) of 

OBRA- 1989 (as amended by section 13505 of 
OBRA- 1993) is amended by striking "and 
shall expire September 30, 1994". 
SEC. 10543. REDUCTION IN PART A MEDICARE 

PREMIUM FOR CERTAIN PUBLIC RE
TffiEES. 

(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 following new 
paragraph: 

"(5)(A) The amount of the monthly pre
mium shall be zero in the case of an indi
vidual who is a person described in subpara
graph (B) for a month, if-

"(i) the individual 's premium under this 
section 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 in
strumentality of one or more States or polit
ical subdivisions thereof; and 

"(ii) in each of 60 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 other
wise) , a political subdivision of a State, or an 
agency or instrumentality of one or more 
States or political subdivisions thereof. 

"(B) A person described in this subpara
graph for an month is a person who estab
lishes to the satisfaction of the Secretary 
that, as of the last day of the previous 
month-

"(i)(I ) the person was receiving cash bene
fits under a qualified State or local govern
ment retirement system (as defined in sub
paragraph (C)) on the basis of the person's 
employment in one or more positions cov
.ered under any such system, and (II) the per
son would have at least 40 quarters of cov
erage under title II if remuneration for medi
care qualified government employment (as 
defined in paragraph (1) of section 210(p) , but 
determined without regard to paragraph (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 individual who is described in clause 
(i), or (II) the person met the requirement of 
clause (i)(Il) and was married (and had been 
married for the previous 1-year period) to an 
individual described in clause (i)(I); 

"(iii) the person had been married to an in
dividual for a period of at least 1 year (at the 
time of such individual's death) if (I) the in
dividual was described in clause (i ) at the 
time of the individual 's death, or (II) the per
son met the requirement of clause (i)(II) and 
the individual was described in clause (i)(I) 
at the time of the individual 's death; or 

"(iv) the person is divorced from an indi
vidual and had been married to the indi
vidual for a period of at least 10 years (at the 
time of the divorce) if (I) the individual was 
described in clause (i) at the time of the di
vorce, or (II) the person met the requirement 
of clause (i)(II) and the individual was de
scribed in clause (i)(I) at the time of the di
vorce. 

"(C) For purposes of subparagraph (B)(i)(I). 
the term 'qualified State or local govern
ment retirement system' means a retirement 
system that-

"(i) is established or maintained by a State 
or political subdivision thereof, or an agency 
or instrumentality of one or more States or 
political subdivisions thereof; 

"(ii) covers positions of some or all em
ployees of such a State, subdivision, agency, 
or instrumentality; and 

" (iii) does not adjust cash retirement bene
fits based on eligibility for a reduction in 
premium under this paragraph. ". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to pre
miums for months beginning with January 
1998, and months before such month may be 
taken into account for purposes of meeting 
the requirement of section 1818(d)(5)(B)(iii) of 
the Social Security Act, as added by sub
section (a). 

Subtitle G-Provisions Relating to Part B 
Only 

CHAPTER I-PHYSICIANS' SERVICES 
SEC. 10601. 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 

subparagraph (D), and 
(2) by inserting after subparagraph (B) the 

following: 
"(C) SPECIAL RULES FOR 1998.- The single 

conversion factor for 1998 under this sub
section shall be the conversion factor for pri
mary care services for 1997. increased by the 
Secretary's estimate of the weighted average 
of the three separate updates that would oth
erwise occur were it not for the enactment of 
chapter 1 of subtitle G of title X of the Bal
anced 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 
appears in subsection (d)(l)(A) and 
(d)(l )(D)(ii) (as redesignated by subsection 
(a)(l)), 

(2) in subsection (d)(l )(A), by striking " or 
updates", 

(3) in subsection (d)(l)(D) (as redesignated 
by subsection (a)(l)), by striking "(or up
dates) " each place it appears, and 

(4) in subsection (i)(l)(C), by striking " con
version factors " and inserting " the conver
sion factor". 
SEC. 10602. ESTABLISIDNG UPDATE TO CONVER

SION FACTOR TO MATCH SPENDING 
UNDER SUSTAINABLE GROWTH 
RATE. 

(a) UPDATE.-
(1) IN GENERAL.-Section 1848(d)(3) (42 

U.S.C. 1395w-4(d)(3)) is amended to read as 
follows: 

" (3) UPDATE.-
"(A) IN GENERAL.-Unless otherwise pro

vided by law, subject to subparagraph (D) 

and the budget-neutrality factor determined 
by the Secretary under subsection 
(c)(2)(B)(ii), the update to the single conver
sion 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 
percentage increase in the MEI (as defined in 
section 1842(i)(3)) for the year (divided by 
100), and 

"(ii) 1 plus the Secretary's estimate of the 
update adjustment factor for the year (di
vided by 100), 
minus 1 and multiplied by 100. 

" (B) UPDATE ADJUSTMENT FAC'l'OR.- For 
purposes of subparagraph (A)(ii), the 'update 
adjustment factor' for a year is equal to the 
quotient (as estimated by the Secretary) of-

"(i) the difference between (I) the sum of 
the allowed expenditures for physicians' 
services (as determined under subparagraph 
(C)) during the period beginning July 1, 1997, 
and ending on June 30 of the year involved, 
and (II) the sum of the amount of actual ex
penditures for physicians' services furnished 
during the period beginning July 1, 1997, and 
ending on June 30 of the preceding year; di
vided by 

"(ii) the actual expenditures for physi
cians' services for the 12-month period end
ing on June 30 of the preceding year, in
creased by the sustainable growth rate under 
subsection (f) for the fiscal year which begins 
during such 12-month period. 

"(C) DETERMINATION OF ALLOWED EXPENDI
TURES.- For purposes of this paragraph, the 
allowed expenditures for physicians' services 
for the 12-month period ending with June 30 
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 al
lowed expenditures for physicians' services 
for the previous year, increased by the sus
tainable growth rate under subsection (f) for 
the fiscal year which begins during such 12-
month period. 

"(D) RESTRICTION ON VARIATION FROM MEDI
CARE ECONOMIC INDEX.-Notwithstanding the 
amount of the update adjustment factor de
termined under subparagraph (B) for a year. 
the update in the conversion factor under 
this paragraph for the year may not be-

" (i) greater than 100 times the following 
amount: (1.03 + (MEI percentage/100)) - 1; or 

"(ii) less than 100 times the following 
amount: (0.93 +(MEI percentage/100)) - 1, 
where 'MEI percentage' means the Sec
retary 's estimate of the percentage increase 
in the MEI (as defined in section 1842(i)(3)) 
for the year involved.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to the up
date 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. 10603. REPLACEMENT OF VOLUME PER

FORMANCE STANDARD WITH SUS
TAINABLE GROWTH RATE. 

(a) IN GENERAL.-Section 1848(f) (42 u.s.c. 
1395w-4(f)) is amended by striking para
graphs (2) through (5) and inserting the fol
lowing: 

"(2) SPECIFICATION OF GROWTH RATE.-The 
sustainable growth rate for all physicians' 
services for a fiscal year (beginning with fis
cal year 1998) shall be equal to the product 
of-

"(A) 1 plus the Secretary's estimate of the 
weighted average percentage increase (di
vided by 100) in the fees for all physicians' 
services in the fiscal year involved, 
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"(B) 1 plus the Secretary's estimate of the 

percentage change (divided by 100) in the av
erage number of individuals enrolled under 
this part (other than MedlcarePlus plan en
rollees) from the previous fiscal year to the 
fiscal year involved, 

"(C) 1 plus the Secretary's estimate of the 
projected percentage growth in real gross do
mestic product per capita (divided by 100) 
from the previous fiscal year to the fiscal 
year involved, and 

"(D) 1 plus the Secretary's estimate of the 
percentage change (divided by 100) in expend
itures for all physicians' services in the fis
cal year (compared with the previous fiscal 
year) which will result from changes in law 
and regulations, determined without taking 
into account estimated changes in expendi_: 
tures due to changes in the volume and in
tensity of physicians' services resulting from 
changes in the update to the conversion fac
tor under subsection (d)(3), 
minus 1 and multiplied by 100. 

"(3) DEFINITIONS.- In this subsection: 
"(A) SERVICES INCLUDED IN PHYSICIANS' 

SERVICES.-The term 'physicians' services' 
· includes other items and services (such as 

clinical diagnostic laboratory tests and radi
ology services), specified by the Secretary, 
that are commonly performed or furnished 
by a physician or in a physician's office, but 
does not include services furnished to a 
MedicarePlus plan enrollee. 

"(B) MEDICAREPLUS PLAN ENROLLEE.-The 
term 'MedicarePlus plan enrollee' means, 
with respect to a fiscal year, an individual 
enrolled under this part who has elected to 
receive benefits under this title for the fiscal 
year through a MedicarePlus plan offered 
under part C, and also includes an individual 
who is receiving benefits under this part 
through enrollment with an eligible organi
zation with a risk-sharing contract under 
section 1876.' '. 

(b) CONFORMING AMENDMENTS.-Section 
1848(f) (42 U.S.C. 1395w-4(f)) ls amended-

(1) in the heading, by striking "VOLUME 
PERFORMANCE STANDARD RATES OF IN
CREASE" and inserting "SUSTAINABLE 
GROWTH RATE"; and 

(2) in paragraph (1)-
(A) in the heading, by striking "VOLUME 

PERFORMANCE STANDARD RATES OF INCREASE" 
and inserting "SUSTAINABLE GROWTH RATE"' 

(B) by striking subparagraphs (A) and (B); 
and 

(C) in paragraph (l)(C)-
(i) in the heading, by striking "PERFORM

ANCE STANDARD RATES OF INCREASE" and in
serting "SUSTAINABLE GROWTH RATE"; 

(ii) in the first sentence, by striking "with 
1991), the performance standard rates of in
crease" and all that follows through the first 
period and inserting "with 1999), the sustain
able growth rate for the fiscal year begin
ning in that year. "; and 

(iii) in the second sentence, by striking 
" January 1, 1990, the performance standard 
rate of increase under subparagraph (D) for 
fiscal year 1990" and inserting " January l, 
1999, the sustainable growth rate for fiscal 
year 1999" . 
SEC. 10604. PAYMENT RULES FOR ANESTHESIA 

SERVICES. 
(a) IN GENERAL.-Section 1848(d)(l) (42 

U.S.C. 1395w-4(d)(l)), as amended by section 
10601(a), is amended-

(1) in subparagraph (C), striking " The sin
gle" and inserting " Except as provided in 
subparagraph (D), the single"; 

(2) by redesignating subparagraph (D) as 
subparagraph (E); and 

(3) by inserting after subparagraph (C) the 
following new subparagraph: 

"(D) SPECIAL RULES FOR ANESTHESIA SERV
ICES.-The separate conversion factor for an
esthesia services for a year shall be equal to 
46 percent of the single conversion factor es
tablished for other physicians' services, ex
cept as adjusted for changes in work, prac
tice expense, or malpractice relative value 
units. ". 

(b) CLASSIFICATION OF ANESTHESIA SERV
ICES.-The first sentence of section 1848(j)(l) 
(42 U.S.C. 1395w-4(j)(l)) is amended-

(1) by striking "and including anesthesia 
services"; and 

(2) by inserting before the period the fol
lowing: '' (including anesthesia services)'' . 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished on or after January 1, 1998. 
SEC. 10605. IMPLEMENTATION OF RESOURCE· 

BASED PHYSICIAN PRACTICE EX
PENSE. 

(a) 1-YEAR DELAY IN IMPLEMENTATION.
Section 1848(c) (42 U.S.C. 1395w-4(c)) is 
amended-

(1) in paragraph (2)(C)(ii), in the matter be
fore subclause (I) and after subclause (II), 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.-Section 
1848(c)(2)(C)(ii) (42 U.S.C. 1395w-4(c)(2)(C)(ii)) 
is further amended-

(1) in subparagraph (C)(ii), in the matter 
following subclause (II), by inserting ", to 
the extent provided under subparagraph 
(G)," after " based", and 

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

"(G) TRANSITIONAL RULE FOR RESOURCE
BASED PRACTICE EXPENSE UNITS.-In applying 
subparagraph (C)(ii) for 1999, 2000, 2001, and 
any subsequent year, the number of units 
under such subparagraph shall be based 75 
percent, 50 percent, 25 percent, and 0 percent, 
respectively, on the practice expense relative 
value units in effect in 1998 (or the Sec
retary's imputation of such units for new or 
revised codes) and the remainder on the rel
ative value expense resources involved in 
furnishing the service.". 
SEC. 10606. DISSEMINATION OF INFORMATION ON 

HIGH PER DISCHARGE RELATIVE 
VALUES FOR IN-HOSPITAL PHYSI
CIANS' SERVICES. 

(a) DETERMINATION AND NOTICE CONCERNING 
HOSPITAL-SPECIFIC P ER DISCHARGE RELATIVE 
VALUES.-

(1) IN GENERAL.-For 1999 and 2001 the Sec
retary of Health and Human Services shall 
determine for each hospital-

(A) the hospital-specific per discharge rel
ative value under subsection (b); and 

(B) whether the hospital-specific relative 
value is projected to be excessive (as deter
mined 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 MEDICAL S'l'AFFS AND CAR
RIERS.-The Secretary shall notify the med
ical executive committee of each hospital 
identifies 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). 

(b) DETERMINATION OF HOSPITAL-SPECIFIC 
PER DISCHARGE RELATIVE VALUES.-

(1) IN GENERAL.-For purposes of this sec
tion, the hospital-specific per discharge rel
ative 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 determined under section 
1848(c)(2) of the Social Security Act) for phy-

sicians' services furnished to inpatients of 
the hospital by the hospital's medical staff 
(excluding interns and residents) during the 
second year preceding that calendar year, 
adjusted for variations in case-mix and dis
proportionate share status among hospitals 
(as determined by the Secretary under para
graph (3)). 

(2) SPECIAL RULE FOR TEACHING HOS
PITALS.-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 fur
nished to inpatients of the hospital by the 
hospital 's medical staff (excluding interns 
and residents) during the second year pre
ceding that calendar year, and 

(B) the equivalent per discharge relative . 
value (as determined under such section) for 
physicians' services furnished to inpatients 
of the hospital by interns and residents of 
the hospital during the second year pre- . 
ceding that calendar year, adjusted for vari
ations in case-mix, disproportionate share 
status, and teaching status among hospitals 
(as determined by the Secretary under para
graph (3)) . 

·The Secretary shall determine the equiva
lent relative value unit per discharge for in
terns and residents based on the best avail
able 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 dis
charge relative values otherwise determined 
under this subsection to take into account 
the needs of teaching hospitals and hospitals 
receiving additional payments under sub
paragraphs (F) and (G) of section 1886(d)(5) of 
the Social Security Act. The adjustment for 
teaching status or disproportionate share· 
shall not be less than zero. 

(c) DEFINITIONS.-For purposes of this sec
tion: 

(1) HOSPITAL.-The term "hospital" means 
a subsection (d) hospital as defined in sec
tion 1886(d) of the Social Security Act (42 
U.S.C. 1395ww(d)) . 

(2) MEDICAL STAFF.-An individual fur
nishing 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 Commis
sion on Accreditation of Health Organiza
tions)-

(i) the individual is subject to bylaws, 
rules, and regulations established by the hos
pital to provide a framework for the self-gov
ernance of medical staff activities, 

(ii) subject to the bylaws, rules, and regu
lations, 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 
independently within the scope of the indi
vidual 's clinical privileges, or 

(B) if the physician provides at least one 
service to an individual entitled to benefits 
under this title in that hospital. 

(3) PHYSICIANS' SERVICES.-The term " phy
sicians" services" means the services de
scribed in section 1848(j)(3) of the Social Se
curity Act (42 U.S.C. 1395w-4(j)(3)). 

(4) RURAL AREA; URBAN AREA.- The terms 
"rural area" and "urban area" have the 
meaning given those terms under section 
1886(d)(2)(D) of such Act (42 U.S.C. 
1395ww( d)(2)(D)) . 
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(5) SECRETARY.-The term " Secretary" 

means the Secretary of Health and Human 
Services. 

(6) TEACHING HOSPITAL.-The term " teach
ing hospital" means a hospital which has a 
teaching program approved as specified in 
section 1861(b)(6) of the Social Security Act 
(42 U.S.C. 1395x(b)(6)). 
SEC. 10607. NO X-RAY REQUIRED FOR CHffiO

PRACTIC SERVICES. 
(a) IN GENERAL.- Section 1861(r)(5) (42 

U.S.C. 1395x(r)(5)) is amended by striking 
" demonstrated by X-ray to exist". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to services 
furnished on or after January 1, 1998. 
SEC. 10608. TEMPORARY COVERAGE RESTORA

TION FOR PORTABLE ELECTRO
CARDIOGRAM TRANSPORTATION. 

(a) IN GENERAL.- Effective for electro
cardiogram tests furnished during 1998, the 
Secretary of Health and Human Services 
shall restore separate payment, under part B 
of title XVIII of the Social Security Act, for 
the transportation of electrocardiogram 
equipment (HCPCS code R0076) based upon 
the status code and relative value units es
tablished 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 determine, taking into 
account the study of coverage of portable 
electrocardiogram transportation conducted 
by the Comptroller General and other rel
evant information, including information 
submitted by interested parties. whether 
coverage of portable electrocardiogram 
transportation should be provided under part 
B of title XVIII of the Social Security Act. 

CHAPTER 2-0THER PAYMENT 
PROVISIONS 

SEC. 10611. PAYMENTS FOR DURABLE MEDICAL 
EQUIPMENT. 

(a) REDUCTION IN PAYMENT AMOUNTS FOR 
ITEMS OF DURABLE MEDICAL EQUIPMENT.-

(!) FREEZE IN UPDATE FOR COVERED ITEMS.
Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is 
amended-

(A) by striking "and" at the end of sub
paragraph (A); 

(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 

inserting a semicolon; and 
(C) by adding at the end the following: 
"(C) for each of the years 1998 through 2002, 

0 percentage points; and 
"(D) for a subsequent year, the percentage 

increase in the consumer price index for all 
urban consumers (U.S. urban average) for 
the 12-mon,th 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) by striking ", and" at the end of clause 
(iii) and inserting a semicolon; 

(B) in clause (iv), by striking "a subse
quent year" and inserting "1996 and 1997", 
and 

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

"(v) for each of the years 1998 through 2002, 
1 percent. and 

"(vi) for a subsequent year, the percentage 
increase in the consumer price index for all 
urban consumers (United States city aver
age) for the 12-month period ending with 
June of the previous year;". 

(c) PAYMENT FREEZE FOR PARENTERAL AND 
ENTERAL NUTRIENTS, SUPPLIES, AND EQUIP
MENT.-In determining the amount of pay-

ment under part B of title XVIII of the So
cial Security Act with respect to parenteral 
and enteral nutrients, supplies, and equip
ment during each of the years 1998 through 
2002, the charges determined to be reasonable 
with respect to such nutrients, supplies, and 
equipment may not exceed the charges de
termined to be reasonable with respect to 
such nutrients, supplies, and equipment dur
ing 1995. 
SEC. 10612. OXYGEN AND OXYGEN EQUIPMENT. 

Section 1834(a)(9)(C) (42 U.S.C. 
1395m(a)(9)(C)) is amended-

(1) by striking "and" at the end of clause 
(iii); 

(2) in clause (iv)-
(A) by striking " a subsequent year" and in

serting "1993, 1994, 1995, 1996, and 1997", and 
(B) by striking the period at the end and 

inserting a semicolon; and 
(3) by adding at the end the following new 

clauses: 
"(v) in each of the years 1998 through 2002, 

ls 80 percent of the national limited monthly 
payment rate computed under subparagraph 
(B) for the item for the year; and 

"(vi) in a subsequent year, is the national 
limited monthly payment rate computed 
under subparagraph (B) for the item for the 
year.". 
SEC. 10613. REDUCTION IN UPDATES TO PAY· 

MENT AMOUNTS FOR CLINICAL DI
AGNOSTIC 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 

inserting", and"; and 
(3) by adding at the end the following new 

clause: 
" (viii) after December 31, 1997, is equal to 

72 percent of such median.". 
SEC. 10614. SIMPLIFICATION IN ADMINISTRATION 

OF LABORATORY TESTS. 
(a) SELECTION OF REGIONAL CARRIERS.-
(!) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
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 
region, 
for the purpose of payment of claims under 
part B of title XVIII of the Social Security 
Act with respect to clinical diagnostic lab
oratory tests (other than for independent 
physician offices) furnished on or after such 
date (not later than January 1, 1999) as the 
Secretary specifies. 

(2) DESIGNATION.-In designating such car
riers, the Secretary shall consider, among 
other criteria-

(A) a carriers timeliness, quality, and ex
perience in claims processing, and 

(B) a carrier's capacity to conduct elec
tronic data interchange with laboratories 
and data matches with other carriers. 

(3) SINGLE DATA RESOURCE.-The Secretary 
may select one of the designated carriers to 
serve as a central statistical resource for all 
claims information relating to such clinical 
diagnostic laboratory tests handled by all 
the designated carriers under such part. 

(4) ALLOCATION OF CLAIMS.-The allocation 
of claims for clinical diagnostic laboratory 

tests to particular designated carriers shall 
be based on whether a carrier serves the geo
graphic area where the laboratory specimen 
was collected or other method specified by 
the Secretary. 

(b) ADOPTION OF UNIFORM POLICIES FOR 
CLINICAL LABORATORY TESTS.-

(1) IN GENERAL.-Not later than July 1, 
1998, the Secretary shall first adopt, con
sistent with paragraph (2), uniform coverage, 
administration, and payment policies for 
clinical diagnostic laboratory tests under 
part B of title XVIII of the Social Security 
Act, using a negotiated rulemaking process 
under subchapter III of chapter 5 of title 5, 
United States Code. 

(2) CONSIDERATIONS IN DESIGN OF UNIFORM 
POLICIES.-The policies under paragraph (1) 
shall be designed to promote uniformity and 
program integrity and reduce administrative 
burdens with respect to clinical diagnostic 
laboratory tests payable under such part in 
connection with the following: 

(A) Beneficiary information required to be 
submitted with each claim or order for lab
oratory tests. 

(B) Physicians' obligations regarding docu
mentation requirements and recordkeeping. 

(C) Procedures for filing claims and for 
providing remittances by electronic media. 

(D) The documentation of medical neces
sity. 

(E) Limitation on frequency of coverage 
for the same tests performed on the same in
dividual. 

(3) CHANGES IN CARRIER REQUIREMENTS 
PENDING ADOPTION OF UNIFORM POLICY .- Dur
ing the period that begins on the date of the 
enactment of this Act and ends on the date 
the Secretary first implements uniform poli
cies pursuant to regulations promulgated 
under this subsection, a carrier under such 
part may implement changes relating to re
quirements for the submission of a claim for 
clinical diagnostic laboratory tests. 

(4) USE OF INTERIM REGIONAL POLICIES.
After the date the Secretary first imple
ments such uniform policies, the Secretary 
shall permit any carrier to develop and im
plement interim policies of the type de
scribed 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 respond to aberrant utilization or provi
sion of unnecessary services. Except as the 
Secretary specifically permits, no policy 
shall be implemented under this paragraph 
for a period of longer than 2 years. 

(5) INTERIM NATIONAL POLICIES.-After the 
date the Secretary first designates regional 
carriers under subsection (a), the Secretary 
shall establish a process under which des
ignated carriers can collectively develop and 
implement interim national standards of the 
type described in paragraph (1). No such pol
icy shall be implemented under this para
graph for a period of longer than 2 years. 

(6) BIENNIAL REVIEW PROCESS.-Not less 
often than once every 2 years, the Secretary 
shall solicit and review comments regarding 
changes in the uniform policies established 
under this subsection. As part of such bien
nial review process, the Secretary shall spe
cifically review and consider whether to in
corporate or supersede interim, regional, or 
national policies developed under paragraph 
(4) or (5). Based upon such review, the Sec
retary may provide for appropriate changes 
in the uniform policies previously adopted 
under this subsection. 

(7) NOTICE.- Before a carrier implements a 
change or policy under paragraph (3), (4), or 
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(5), the carrier shall provide for advance no
tice to interested parties and a 45-day period 
in which such parties may submit comments 
on the proposed change. 

(C) INCLUSIO!il OF LABORATORY REPRESENTA
TIVE ON CARRIER ADVISORY COMMITTEES.
The Secretary shall direct that any advisory 
committee established by such a carrier, to 
advise with respect to coverage, administra
tion or payment policies under part B of title 
XVIII of the Social Security Act, shall in
clude an individual to represent the interest 
and views of independent clinical labora
tories and such other laboratories as the 
Secretary deems appropriate. Such indi
vidual shall be selected by such committee 
from among nominations submitted by na
tional and local organizations that represent 
independent clinical laboratories. 
SEC. 10615. UPDATES FOR AMBULATORY SUR

GICAL SERVICES. 
Section 1833(1)(2)(C) (42 U.S.C. 1395l(i)(2)(C)) 

is amended by striking all that follows 
"shall be increased" and inserting the fol
lowing: "as follows: 

"(i) For fiscal years 1996 and 1997, by the 
percentage increase in the consumer price 
index for all urban consumers (U.S. city av
erage) as estimated by the Secretary for the 
12-month period ending with the midpoint of 
the year involved. 

"(ii) For each of fiscal years 1998 through 
2002 by such percentage increase minus 2.0 
percentage points. 

"(iii) For each succeeding fiscal year by 
such percentage increase. " . · 
SEC. 10616. REIMBURSEMENT FOR DRUGS AND 

BIOLOGICALS. 
(a) IN GENERAL.-Section 1842 (42 u.s.c. 

1395u) is amended by inserting after sub
section (n) the following new subsection: 

"(o) 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 bio
logical 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 ls 
equal to 95 percent of the average wholesale 
price.". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) apply to drugs and 
biologicals furnished on or after January 1, 
1998. 
SEC. 10617. 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, is further 
amended-

(1) by striking " and" at the end of subpara
graph (R); and 

(2) by inserting after subparagraph (S) the 
following 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 phy
sician (or as prescribed by a physician)-

"(i) for use immediately before, at, or 
within 48 hours after the time of the admin
istration of the anticancer chemotherapeutic 
agent; and 

"(ii) as a full replacement for the anti
emetic therapy which would otherwise be ad
ministered intra venously.''. 

(b) PAYMEN'r LEVELS.- Section 1834 (42 
U.S.C. 1395m), as amended by sections 
10421(a)(2) and 10431(b)(2), is amended by add
ing at the end the following new subsection: 

"(m) SPECIAL RULES FOR PAYMENT FOR 
ORAL ANTI-NAUSEA DRUGS.-

"(1) LIMITATION ON PER DOSE PAYMENT 
BASIS.-Subject to paragraph (2), the per dose 
payment basis under this part for oral anti
nausea drugs (as defined in paragraph (3)) ad
ministered during a year shall not exceed 90 
percent of the average per dose payment 
basis for the equivalent intravenous anti
emetics administered during the year, as 
computed based on the payment basis ap
plied during 1996. 

"(2) AGGREGATE LIMIT.-The Secretary 
shall make such adjustment in the coverage 
of, or payment basis for, oral anti-nausea 
drugs so that coverage of such drugs under 
this part does not result in any increase in 
aggregate payments per capita under this 
part above the levels of such payments per 
capita that would otherwise have been made 
if there were no coverage for such drugs 
under this part. 

"(3) ORAL ANTI-NAUSEA DRUGS DEFINED.
For purposes of this subsection, the term 
'oral anti-nausea drugs' means drugs for 
which coverage is provided under this part 
pursuant to section 1861(s)(2)(P). ". 

(c) E FFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 10618. RURAL HEALTH CLINIC SERVICES. 

(a) PER-VISIT PAYMENT LIMITS FOR PRO
VIDER-BASED CLINICS.-

(1) EXTENSION OF LIMIT.-
(A) IN GENERAI .. -The matter in section 

1833(f) (42 U.S.C. 1395l(f)) 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 
furnished after 1997. 

(2) TECHNICAL CLARlFICATION.-Section 
1833(f)(l) (42 U.S.C. 1395l(f)(l)) is amended by 
inserting "per visit" after " $46". 

(b) ASSURANCE OF QUALITY SERVICES.-
(1) IN GENERAL.-Subparagraph (I) of the 

first sentence of section 186l(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) IN GENERAL.-Sect~on 186l(aa)(7)(B) (42 
U.S.C. 1395x(aa)(7)(B)) is amended by insert
ing before the period at the end the fol
lowing: ". or if the facility has not yet been 
determined to meet the requirements (in
cluding subparagraph (J) of the first sen
tence of paragraph (2)) of a rural health clin
ic". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) applies to waiver re
quests made after 1997. 

(d) R EFINEMENT OF SHORTAGE AREA RE
QUIREMENTS.-

(1) DESIGNATION REVIEWED TRIENNIALLY.
Section 1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the second sentence, in the mat
ter in cla use (i) preceding subclause (I)-

(A) by striking "and that is designated" 
and inserting "and that, within the previous 
three-year period, has been designated "; and 

(B) by striking "or that is designated" and 
inserting " or designated". 

(2) AREA MUST HAVE SHORTAGE OF HEALTH 
CARE PRACTITIONERS.-Section 186l(aa)(2) ( 42 
U.S.C. 1395x(aa)(2)), as amended by paragraph 
(1), is further amended in the second sen-

tence, in the matter in clause (i) preceding 
subclause (I)-

(A) by striking the comma after " personal 
health services"; and 

(B) by inserting " and in wl;lich there are in
sufficient numbers of needed health care 
practitioners (as determined by the Sec
retary)," after " Bureau of the Census) ". 

(3) PREVIOUSLY QUALil!~YING CLINICS GRAND
FATHERED ONLY ·ro PREVENT SHORTAGE.- Sec
tion 186l(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the third sentence by inserting 
before the period " if it is determined, in ac
cordance 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 geo
graphic area served by the clinic" . 

(4) EFFECTIVE DATES; IMPLEMENTING REGU
LATIONS.-

(A) IN GENERAL.- Except as otherwise pro
vided, the amendments made by the pre
ceding paragraphs take effect on January 1 
of the first calendar year beginning at least 
one month after enactment of this Act. 

(B) CURRENT RURAL HEALTH CLINICS.- The 
amendments made by the preceding para
graphs take effect, with respect to entities 
that are rural health clinics under title 
XVIII of the Social Security Act on the date 
of enactment of this Act, on January 1 of the 
second calendar year following the calendar 
year specified in subparagraph (A). 

(C) GRANDFATHERED CLINICS.-
(i) IN GENERAL.-The amendment made by 

paragraph (3) shall take effect on the effec
tive date of reg·ulations issued by the Sec
retary under clause (ii). 

(ii) REGULATIONS.- The Secretary shall 
issue final regulations implementing para
graph (3) that shall take effect no later than 
January 1 of the third calendar year begin
ning at least one month after enactment of 
this Act. 
SEC. 10619. INCREASED MEDICARE REIMBURSE

MENT FOR NURSE PRACTITIONERS 
AND CLINICAL NURSE SPECIALISTS. 

(a) REMOVAL OF RESTRICTIONS ON SET-
TINGS.-

(1) IN GENERAL.- Clause (ii) of section 
186l(s)(2)(K) (42 U.S .C. 1395x(s)(2)(K)) is 
amended to read as follows: 

" (ii) services which would be physicians' 
services if furnished by a physician (as de
fined in subsection (r)(l)) and which are per
formed by a nurse practitioner or clinical 
nurse specialist (as defined in subsection 
(aa)(5)) working in collaboration (as defined 
in subsection (aa)(6)) with a physician (as de
fined in subsection (r)(l)) which the nurse 
practitioner or clinical nurse specialist is le
gally authorized to perform by the State in 
which the services are performed, and such 
services and supplies furnished as an inci
dent 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 ls paid any amounts with respect to the 
furnishing of such services;". 

(2) CONFORMING AMENDMENTS.-(A) Section 
186l(s)(2)(K) of such Act (42 U.S.C. 
1395x(s)(2)(K)) is further amended-

(i) in clause (i), by inserting "and such 
services and supplies furnished as incident to 
such services as would be covered under sub
paragraph (A) if furnished incident to a phy
sician's professional service," after "are per
formed, " ; and 

(ii) by striking clauses (iii) and (iv). 
(B) Section 186l(b)(4) (42 U.S.C. 1395x(b)(4)) 

is amended by striking "clauses (i) or (iii) of 
subsection (s)(2)(K)" and inserting "sub
section (s)(2)(K)". 
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(C) Section 1862(a)(l4) (42 U.S.C. 

1395y(a)(l4)) is amended by striking " section 
186l(s)(2)(K)(i) or 186l(s)(2)(K)(iii)" and in
serting " section 186l(s)(2)(K)". 

(D) Section 1866(a)(l)(H) ( 42 U .S.C. 
1395cc(a)(l)(H)) is amended by striking " sec
tion 186l(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and 
inserting "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 
10401(a), is amended by striking " through 
(iii)" and inserting " and (ii)". 

(b) INCREASED PAYMENT.-
(!) FEE SCHEDULE AMOUNT.-Clause (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 
186l(s)(2)(K)(ii) (relating to nurse practi
tioner 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 serv
ices 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.-(A) Section 
1833(r) (42 U.S.C. 1395l(r)) is amended-

(i) in paragraph (1), by striking "section 
1861(s)(2)(K)(iii) (relating to nurse practi
tioner or clinical nurse specialist services 
provided in a rural area)" and inserting " sec
tion 1861(s)(2)(K)(ii) (relating to nurse practi
tioner or clinical nurse specialist services)"; 

(ii) by striking paragraph (2); 
(iii) in paragraph (3), by striking "section 

1861(s)(2)(K)(iii)" and inserting " section 
1861(s)(2)(K)(ii)"; and 

(iv) by redesignating paragraph (3) as para
graph (2). 

(B) Section 1842(b)(12)(A) (42 U.S.C. 
1395u(b)(12)(A)) is amended, in the matter 
preceding clause (i), by striking " clauses (i), 
(ii), or (iv) of section 1861(s)(2)(K) (relating to 
a physician assistants and nurse practi
tioners)" and inserting "section 
186l(s)(2)(K)(i) (relating to physician assist
ants),". 

(c) DIRECT PAYMENT FOR NURSE PRACTI
TIONERS AND CLINICAL NURSE SPECIALISTS.-

(!) IN GENERAL.-Section 1832(a)(2)(B)(iv) 
(42 U.S.C. 1395k(a)(2)(B)(iv)) is amended by 
striking "provided in a rural area (as defined 
in section 1886(d)(2)(D))" and inserting "but 
only if no facility or other provider charges 
or is paid any amounts with respect to the 
furnishing of such services". 

(2) CONFORMING AMENDMENT.-Section 
1842(b)(6)(C) (42 U.S.C. 1395u(b)(6)(C)) is 
amended-

(A) by striking " clauses (i), (ii), or (iv) " 
and inserting "clause (i) " ; and 

(B) by striking "or nurse practitioner" . 
(d) DEFINITION OF CLINICAL NURSE SPE

CIALIST CLARIFIED.- Section 1861(aa)(5) (42 
U.S.C. 1395x(aa)(5)) is amended-

(1) 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 
assistant' and the term 'nurse practitioner' 
mean, for purposes of this title, a physician 
assistant or nurse practitioner who per
forms " ; and 

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

" (B) The term 'clinical nurse specialist' 
means, for purposes of this title, an indi
vidual who-

"(i) is a registered nurse and is licensed to 
practice nursing in the State in which the 
clinical nurse specialist services are per
formed; and 

" (ii) holds a master's degree in a defined 
clinical area of nursing from an accredited 
educational insti tu ti on." . 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 10620. INCREASED MEDICARE REIMBURSE

MENT FOR PHYSICIAN ASSISTANTS. 
(a) REMOVAL OF RESTRICTION ON SET

TINGS.-Section 1861(s)(2)(K)(i) '(42 U.S.C. 
1395x(s)(2)(K)(i)) is aniended-

(1) by striking " (I) 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 
furnishing of such services,". 

(b) INCREASED PAYMENT.-Paragraph (12) of 
section 1842(b) (42 U.S.C. 1395u(b)), as amend
ed by section 10619(b)(2)(B), is amended to 
read as follows: 

"(12) With respect to services described in 
section 186l(s)(2)(K)(i)-

"(A) payment under this part may only be 
made on an assignment-related basis; and 

"(B) the amounts paid under this part shall 
be equal to 80 percent of (i) the lesser of the 
actual charge or 85 percent of the fee sched
ule amount provided under section 1848 for 
the same service provided by a physician 
who is not a specialist; 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. " . 

(C) REMOVAL OF RESTRICTION ON EMPLOY
MENT RELATIONSHIP.-Section 1842(b)(6) (42 
U.S.C. 1395u(b)(6)) is amended by adding at 
the end the following new sentence: "For 
purposes of clause (C) of the first sentence of 
this paragraph, an employment relationship 
may include any independent contractor ar
rangement, and employer status shall be de
termined in accordance with the law of the 
State in which the services described in such 
clause are performed. " . 

(d) EFFEC'l'IVE DATE.-The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 10621. RENAL DIALYSIS-RELATED SERVICES. 

(a) AUDITING OF COST REPORTS.- The Sec
retary shall audit a sample of cost reports of 
renal dialysis providers for 1995 and for each 
third year thereafter. 

(b) IMPLEMENTATION OF QUALITY STAND
ARDS.-The Secretary of Health and Human 
Services shall develop and implement, by not 
later than January 1, 1999, a method to meas
ure and report quality of renal dialysis serv
ices provided under the medicare program 
under title XVIII of the Social Security Act 
in order to reduce payments for inappro
priate or low quality care. 

CHAPTER 3-PART B PREMIUM 
SEC. 10631. PART B PREMIUM. 

(a) IN GENERAL.-The first, second and 
third sentences of section 1839(a)(3) (42 U.S.C. 
1395r(a)(3)) are amended to read as follows: 
" The Secretary, during September of each 
year, shall determine and promulgate a 
monthly premium rate for the succeeding 
calendar year. That monthly premium rate 
shall be equal to 50 percent of the monthly 
actuarial rate for enrollees 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 (f) " , 

(B) in the last sentence of subsection 
(a)(3)-

(i) by inserting "rate" after "premium" , 
and 

(ii) by striking " and the derivation of the 
dollar amounts specified in this paragraph", 

(C) by striking subsection (e), and 
(D) 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". 

Subtitle ff-Provisions Relating to Parts A 
andB 

CHAPTER I-PROVISIONS RELATING TO 
MEDICARE SECONDARY PAYER 

SEC. 10701. PERMANENT EXTENSION AND REVI
SION OF CERTAIN SECONDARY 
PAYER PROVISIONS. 

(a) APPLICATION TO DISABLED INDIVIDUALS 
IN 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 
appears and inserting "1862(b)(l)(B)(iii)" . 

(b) INDIVIDUALS WITH END STAGE RENAL 
DISEASE.- . 

(1) IN GENERAL.-Section 1862(b)(l)(C) (42 
U.S.C. 1395y(b)(l)(C)) is amended-

(A) in the first sentence, by striking " 12-
month" each place it appears and inserting 
" 30-month", and 

(B) by striking the second sentence. 
(2) EFFECTIVE DATE.-The amendments 

made by paragraph (1) shall apply to items 
and services furnished on or after the date of 
the enactment of this Act and with respect 
to periods beginning on or after the date 
that is 18 months prior to such date. 

(c) IRS-SSA-HOF A DATA MATCH.-
(1) SOCIAL SECURITY ACT.-Section 

1862(b)(5)(C) (42 U.S.C. 1395y(b)(5)(C)) is 
amended 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. 10702. 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 fol
lowing new clause: 

" (v) CLAIMS-FILING PERIOD.-Notwith-
standing 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 ac
cordance with this subparagraph where the 
request for payment is submitted to the enti
ty required or responsible under this sub
section to pay with respect to the item or 
service (or any portion thereof) under a pri
mary plan within the 3-year period beginning 
on the date on which the item or service was 
furnished.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to items and 
services furnished after 1990. The previous 
sentence shall not be construed as permit
ting any waiver of the 3-year-period require
ment (imposed by such amendment) in the 
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case of items and services furnished more 
than 3 years before the date of the enact
ment of this Act. 
SEC. 10703. PERMITTING RECOVERY AGAINST 

THIRD PARTY ADMINISTRATORS. 
(a) PERMITTING RECOVERY AGAINST THIRD 

PARTY ADMINIS'I'RATORS 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 administrator, 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 
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 fol
lowing new subparagraph: 

"(F) LIMITATION ON BENEFICIARY LIABIL
ITY.-An individual who is entitled to bene
fits under this title and is furnished an item 
or service for which such benefits are incor
rectly paid is not liable for repayment of 
such benefits under this paragraph unless 
payment of such benefits was made to the in
dividual.". 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to items and 
services furnished on or after the date of the 
enactment of this Act. 

CHAPTER 2-HOME HEALTH SERVICES 
SEC. 10711. RECAPTURING SAVINGS RESULTING 

FROM TEMPORARY FREEZE ON PAY
MENT INCREASES FOR HOME 
HEALTH SERVICES. 

(a) BASING UPDATES TO PER VISIT COST 
LIMITS ON LIMITS FOR FISCAL YEAR 1993.
Section 1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) 
is amended by adding at the end the fol
lowing: 

"(iv) In establishing limits under this sub
paragraph for cost reporting periods begin
ning after September 30, 1997, the Secretary 
shall not take into account any changes in 
the home health market basket, as deter
mined by the Secretary, 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 
amendment made by subsection (a) in mak
ing any exemptions and exceptions pursuant 
to section 1861(v)(l)(L)(ii) of the Social Secu
rity Act (42 U.S.C. 1395x(v)(l)(L)(ii)). 
SEC. 10712. INTERIM PAYMENTS FOR HOME 

HEALTH SERVICES. 
(a) REDUCTIONS IN COST LIMITS.-Section 

1861(v)(l)(L)(i) ( 42 U .S.C. 1395x(v)(l)(L)(i)) is 
amended-

(1) by moving the indentation of subclauses 
(I) through (III) 2-ems to the left; 

(2) in subclause (I), 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 (IT), by striking ", or" and 
inserting " of such mean, "; 

(4) in subclause (III)-
(A) by inserting "and before October 1, 

1997, " after " July 1, 1987,", and 
(B) by striking the comma at the end and 

inserting " of such mean, or"; and 
(5) by striking the matter following sub

clause (III) and inserting the following: 
"(IV) 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)(i11) (42 U.S.C. 1395x(v)(l)(L)(1ii)) 
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 10711(a), is amended by 
adding at the end the following new clauses: 

"(v) For services furnished by home health 
agencies for cost reporting periods beginning 
on or after October 1, 1997, the Secretary 
shall provide for an interim system of limits. 
Payment shall not exceed the costs deter
mined under the preceding provisions of this 
subparagraph or, if lower, the product of-

"(I) an agency-specific per beneficiary an
nual limitation calculated based 75 percent 
on the reasonable costs (including nonrou
tine medical supplies) for the agency's 12-
month cost reporting period ending during 
1994, and based 25 percent on the standard
ized reg'ional average of such costs for the 
agency's region, as applied to such agency, 
for cost reporting periods ending during 1994, 
such costs updated by the home health mar
ket basket index; and 

"(II) the agency's unduplicated census 
count of patients (entitled to benefits under 
this title) for the cost reporting period sub
ject to the limitation. 

"(vi) For services furnished by home 
health agencies for cost reporting periods be
ginning on or after October 1, 1997, the fol
lowing r ules apply: 

''(I) For new providers and those providers 
without a 12-month cost reporting period 
ending in calendar year 1994, the per bene
ficiary limitation shall be equal to the me
dian of these limits (or the Secretary's best 
estimates thereof) applied to other home 
health agencies as determined by the Sec
retary. 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 agen
cy, the per beneficiary limitations shall be 
prorated among the agencies.". 

(d) DEVELOPMENT OF CASE MIX SYSTEM.
The Secretary of Health and Human Services 
shall expand research on a prospective pay
ment system for home health agencies under 
the medicare program that ties prospective 
payments to a unit of service, including an 
intensive effort to develop a reliable case 
mix adjuster that explains a significant 
amount of the variances in costs. 

(e) SUBMISSION OF DATA FOR CASE MIX SYS
TEM.-Effective for cost reporting periods be
ginning on or after October 1, 1997, the Sec
retary of Health and Human Services may 
require all home health agencies to submit 
additional information that the Secretary 
considers necessary for the development of a 
reliable case mix system. 
SEC. 10713. 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 intermit
tent 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, sub
ject 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 nursing 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 
(with extensions in exceptional cir
cumstances 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. 10714. STUDY ON DEFINITION OF HOME· 

BOUND. 
(a) STUDY.-The Secretary of Health and 

Human Services shall conduct a study of the 
criteria that should be applied, and the 
method of applying such criteria, in the de
termination of whether an individual is 
homebound for purposes of qualifying for re
ceipt of benefits for home health services 
under the medicare program. Such criteria 
shall include the extent and circumstances 
under which a person may be absent from 
the home but nonetheless qualify. 

(b) REPORT.-Not later than October 1, 1998, 
the Secretary shall submit a report to the 
Congress on the study conducted under sub
section (a). The report shall include specific 
recommendations on such criteria and meth
ods. 
SEC. 10715. PAYMENT BASED ON LOCATION 

WHERE HOME HEALTH SERVICE IS 
FURNISHED. 

(a) CONDITIONS OF PARTICIPATION.-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 sub
mit claims for payment for home health 
services under this title only on the basis of 
the geographic location at which the service 
is furnished, as determined by the Sec
retary. " . 

(b) WAGE ADJUSTMENT.-Section 
1861(v)(l)(L)(i11) ( 42 U.S. C. 1395x(v)(l)(L)(iii)) 
ls 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. 
SEC. 10716. NORMATIVE STANDARDS FOR HOME 

HEALTH CLAIMS DENIALS, 
(a) IN GENERAL.-Section 1862(a)(l) (42 

U.S.C. 1395y(a)(l)), as amended by section 
10616(c), is amended-

(1) by striking "and" at the end of subpara
graph (G), 

(2) by striking the semicolon at the end of 
subparagraph (H) and inserting '', and'', and 

(3) by inserting after subparagraph (H) the 
following new subparagraph: 

"(I) the frequency and duration of home 
health services which are in excess of nor
mative 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 service visits fur
nished under the medicare program pursuant 
to a prescription or certification of the phy
sician significantly exceeds such threshold 
(or thresholds) as the Secretary specifies. 
The Secretary may adjust such threshold to 
reflect demonstrated differences in the need 
for home health services among different 
beneficiaries. 

(C) EFFEC'l'IVE DATE.- The amendments 
made by this section apply to services fur
nished on or after October 1, 1997. 
SEC. 10717. 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 



12426 CONGRESSIONAL RECORD-HOUSE June 25, 1997 
"(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. 

CHAPTER 3-BABY BOOM GENERATION 
MEDICARE COMMISSION 

SEC. 10721. BIPARTISAN COMMISSION ON THE EF· 
FECT OF THE BABY BOOM GENERA· 
TION ON THE MEDICARE PROGRAM. 

(a) ESTABLISHMENT.-There is established a 
commission to be known as the Bipartisan 
Commission on the Effect of the Baby Boom 
Generation on the Medicare Program (in this 
section referred to as the "Commission"). 

(b) DUTIES.-
(1) IN GENERAL.-The Commission shall
(A) 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 during 2010 and lasting for approxi
mately 25 years, 

(B) make specific recommendations to the 
Congress respecting a comprehensive ap
proach to preserve the medicare program for 
the period during which such individuals are 
eligible for medicare, and 

(C) study the feasibility and desirability of 
establishing-

(i) an independent commission on medicare 
to make recommendations annually on how 
best to match the structure of the medicare 
program to available funding for the pro
gram, 

(ii) an expedited process for consideration 
of such recommendations by Congress, and 

(iii) a default mechanism to enforce Con
gressional spending targets for the program 
if Congress fails to approve such rec
ommendations. 

(2) CONSIDERATIONS IN MAKING REC
OMMENDATIONS.-In making its recommenda
tions, the Commission shall consider the fol
lowing: 

(A) The amount and sources of Federal 
funds to finance the medicare program, in
cluding the potential use of innovative fi
nancing methods. 

(B) Methods used by other nations to re
spond to comparable demographic patterns 
in eligibility for health care benefits for el
derly and disabled individuals. 

(C) Modifying age-based eligibility to cor
respond to changes in age-based eligibility 
under the OASDI program. 

(D) Trends in employment-related health 
care for retirees, including the use of med
ical savings accounts and similar financing 
devices. 

(c) MEMBERSHIP.-
(1) APPOINTMENT.-The Commission shall 

be composed of 15 voting members as follows: 
(A) The Majority Leader of the Senate 

shall appoint, after consultation with the 
minority leader of the Senate, 6 members, of 
whom not more than 4 may be of the same 
political party. 

(B) The Spea_ker of the House of Represent
atives shall appoint, after consultation with 
the minority leader of the House of Rep
resentatives, 6 members, of whom not more 
than 4 may be of the same political party. 

(C) The 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. 

(2) CHAIRMAN AND VICE CHAIRMAN.-As the 
first item of business at the Commission's 
first meeting (described in paragraph (5)(B)), 

the Commission shall elect a Chairman and 
Vice Chairman from among its members. 
The individuals elected as Chairman and 
Vice Chairman may not be of the same polit
ical party and may not have been appointed 
to the Commission by the same appointing 
authority. 

(3) V ACANCIES.-Any vacancy in the mem
bership of the Commission shall be filled in 
the manner in which the original appoint
ment was made and shall not affect the 
power of the remaining members to execute 
the duties of tll.e Commission. 

(4) QuORUM.-A quorum shall consist of 8 
members of the Commission, except that 4 
members may conduct a hearing under sub
section (f). 

(5) MEETINGS.-
(A) The Commission shall meet at the call 

of its Chairman or a majority of its mem
bers. 

(B) The Commission shall hold its first 
meeting not later than February 1, 1998. 

(6) COMPENSATION AND REIMBURSEMENT OF 
EXPENSES.-Members of the Commission are 
not entitled to receive compensation for 
service on the Commission. Members may be 
reimbursed for travel, subsistence, and other 
necessary expenses incurred in carrying out 
the duties of the Commission. 

(d) ADVISORY PANEL.-
(1) IN GENERAL.-The Chairman, in con

sultation with the Vice Chairman, may es
tablish a panel (in this section referred to as 
the "Advisory Panel") consisting of health 
care experts, consumers. providers, and oth
ers to ad vise and assist the members of the 
Commission in carrying out the duties de
scribed in subsection (b). The panel shall 
have only those powers that the Chairman, 
in consultation with the Vice Chairman, de
termines are necessary and appropriate to 
assist the Commission in carrying out such 
duties. 

(2) COMPENSATION.- Members of the Advi
sory Panel are not entitled to receive com
pensation for service on the Advisory Panel. 
Subject to the approval of the chairman of 
the Commission, members may be re im
bursed for travel, subsistence, and other nec
essary expenses incurred in carrying out the 
duties of the Advisory Panel. 

(e) STAFF AND CONSULTANTS.-
(1) STAFF.-The Commission may appoint 

and determine the compensation of such 
staff as may be necessary to carry out the 
duties of the Commission. Such appoint
ments and compensation may be made with
out regard to the provisions of title 5, United 
States Code, that govern appointments in 
the competitive services, and the provisions 
of chapter 51 and subchapter III of chapter 53 
of such title that relate to classifications 
and the General Schedule pay rates. 

(2) CONSULTANTS.-The Commission may 
procure such temporary and intermittent 
services of consultants under section 3109(b) 
of title 5, United States Code, as the Com
mission determines to be necessary to carry 
out the duties of the Commission. 

(f) POWERS.-
(1) HEARINGS AND OTHER ACTIVITIES.-For 

the purpose of carrying out its duties, the 
Commission may hold such hearings and un
dertake such other activities as the Commis
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.-Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec
essary to carry out its duties. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE.-

(A) Upon the request of the Commission, 
the Director of the Congressional Budget Of
fice shall provide to the Commission such 
cost estimates as the Commission deter
mines to be necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests by the Commission 
under subparagraph (A). 

(4) DETAIL OF FEDERAL EMPLOYEES.-Upon 
the request of the Commission, the head of 
any F·ederal agency is authorized to detail, 
without reimbursement, any of the personnel 
of such agency to the Commission to assist 
the Commission in carrying out its duties. 
Any such detail shall not interrupt or other
wise affect the civil service status or privi
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.-Upon the re
quest of the Commission, the head of a Fed
eral agency shall provide such technical as
sistance to the Commission as the Commis
sion 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 considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 

(7) OBTAINING INFORMA'l'ION.-The Commis
sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, 
United States Code. Upon request of the 
CP.airman of the Commission, the head of 
such agency shall furnish such information 
to the Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.
Upon the request of the Commission, the Ad
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) PRINTING.-For purposes of costs relat
ing to printing and binding, including the 
cost of personnel detailed from the Govern
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con
gress. 

(g) REPORT.-(1) Not later than May 1, 1999, 
the Commission shall submit to Congress a 
report 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 the period of projected solvency 
of the Federal Old-Age and Survivors Insur
ance Trust Fund). The report shall include 
detailed recommendations for appropriate 
legislative initiatives respecting how to ac
complish this objective. 

(2) Not later than 12 months after the date 
of the enactment of this Act, the Commis
sion shall report to the Congress on the mat
ters specified in subsection (b)(l)(C). If the 
Commission determines that it is feasible 
and desirable to establish the processes de
scribed in such subsection, the report under 
this paragraph shall include specific rec
ommendations on changes in law (such as 
changes in the Congressional Budget Act of 
1974 and the Balanced Budget and Emergency 
Deficit Control Act of 1985) as are needed to 
implement its recommendations. 

(h) TERMINATION.-The Commission shall 
terminate 30 days after the date of submis
sion of the report required in subsection (g). 

(i) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated 
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$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 Insurance Trust Fund under title 
XVIII of the Social Security Act (42 U.S.C. 
1395i, 1395t). 

CHAPTER 4-PROVISIONS RELATING TO 
DIRECT GRADUATE MEDICAL EDUCATION 
SEC. 10731. LIMITATION ON PAYMENT BASED ON 

NUMBER OF RESIDENTS AND IMPLE· 
MENTATION OF ROLLING AVERAGE 
FTE COUNT. 

Section 1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is 
amended by adding after subparagTaph (E) 
the following: 

" (F) LIMITATION ON NUMBER OF RESIDENTS 
FOR CERTAIN FISCAL YEARS.-Such rules shall 
provide that for purposes of a cost reporting 
period beginning on or after October 1, 1997, 
the total number of full-time equivalent 
residents before application of weighting fac
tors (as determined under this paragraph) 
with respect to a hospital's approved medical 
residency training program may not exceed 
the number of full-time equivalent residents 
with respect to the hospital 's most recent 
cost reporting period ending on or before De
cember 31, 1996. The Secretary may establish 
rules, consistent with the policies in the pre
vious sentence and paragraph (6), with re
spect to the application of the previous sen
tence in the case of medical residency train
ing programs established on or after January 
1, 1997. 

"(G) COUNTING INTERNS AND RESIDENTS FOR 
FY 1998 AND SUBSEQUENT YEARS.-

"(i) FY 1998.-For the hospital's first cost 
reporting period beginning during fiscal year 
1998, subject to the limit described in sub
paragraph (F), the total number of full -time 
equivalent residents, for determining the 
hospital 's graduate medical education pay
ment, shall equal the average of the full
time equivalent resident counts for the cost 
reporting period and the preceding cost re
porting period. 

" (ii) SUBSEQUENT YEARS.- For each subse
quent cost reporting period, subject to the 
limit described in subparagraph (F), the 
total number of full-time equivalent resi
dents, for determining the hospital 's grad
uate medical education payment, shall equal 
the average of the actual full-time equiva
lent resident counts for the cost reporting 
period and preceding two cost reporting peri
ods. 

" (iii) ADJUSTMENT FOR SHORT PERIODS.-If a 
hospital's cost reporting period beginning on 
or after October 1, 1997, is not equal to 
twelve months, the Secretary shall make ap
propriate modifications to ensure that the 
average full-time equivalent resident counts 
pursuant to clause (ii) are based on the 
equivalent of full 12-month cost reporting pe
riods." . 
SEC. 10732. PHASED-IN LIMITATION ON HOSPITAL 

OVERHEAD AND SUPERVISORY PHY· 
SICIAN COMPONENT OF DIRECT 
MEDICAL EDUCATION COSTS. 

(a) IN GENERAL.- Section 1886(h)(3) (42 
U.S.C. 1395ww(h)(3)) is amended-

(1) in subparagraph (B), by inserting "sub
ject to subparagraph (D)," after " subpara
graph (A)" , and 

(2) by adding at the end the following: 
" (D) PHASED-IN LIMITATION ON HOSPITAL 

OVERHEAD AND SUPERVISORY PHYSICIAN COM
PONENT.-

" (l) IN GENERAL.-ln the case of a hospital 
for which the overhead GME amount (as de
fined in clause (ii)) for the base period ex
ceeds an amount equal to the 75th percentile 

of the overhead GME amounts in such period 
for all hospitals (weighted to reflect the full
time equivalent resident counts for all ap
proved medical residency training pro
grams), subject to clause (iv), the hospital 's 
approved FTE resident amount (for periods 
beginning on or after October 1, 1997) shall be 
reduced from the amount otherwise applica
ble (as previously reduced under this sub
paragraph) by an overhead redu ction 
amount. The overhead reduction amount is 
equal to the lesser of-

" (l) 20 percent of the reference reduction 
amount (described in clause (iii)) for the pe
riod, or 

"(II) 15 percent of the hospital's overhead 
GME amount for the period (as otherwise de
termined before the reduction provided 
under this subparagraph for the period in
volved) . 

" (ii) OVERHEAD GME AMOUNT.-For purposes 
of this subparagraph, the term 'overhead 
GME amount' means, for a hospital for ape
riod, the product of-

" (!) the percentage of the hospital 's ap
proved FTE resident amount for the base pe
riod that is not attributable to resident sala
ries and fringe benefits, and 

" (II) the hospital's approved FTE resident 
amount for the period involved. 

" (iii) REFERENCE REDUCTION AMOUNT.-
" (!) IN GENERAL.-The reference reduction 

amount described in this clause for a hos
pital for a cost reporting period is the base 
difference (described in subclause (II)) up
dated, in a compounded manner for each pe
riod from the base period to the period in
volved, by the update applied for such period 
to the hospital 's approved FTE resident 
amount. 

" (II) BASE DIFFERENCE.-The base dif
ference described in this subclause for a hos
pital is the amount by which the hospital 's 
overhead GME amount in the base period ex
ceeded the 75th percentile of such amounts 
(as described in clause (i)). 

" (iv) MAXIMUM REDUCTION TO 75TH PER
CENTILE.- ln no case shall the reduction 
under this subparagraph effected for a hos
pital for a period (below the amount that 
would otherwise apply for the period if this 
subparagraph did not apply for any period) 
exceed the reference reduction amount for 
the hospital for the period. 

"(v) BASE PERIOD.- For purposes of this 
subparagraph, the term 'base period' means 
the cost reporting period beginning in fiscal 
year 1984 or the period used to establish the 
hospital 's approved FTE resident amount for 
hospitals that did not have approved resi
dency training programs in fiscal year 1984. 

"(Vi) RULES FOR HOSPITALS INITIATING RESI
DENCY TRAINING PROGRAMS.- The Secretary 
shall es tablish rules for the application of 
this subparagraph in the case of a hospital 
that initiates medical residency training 
programs during or after the base period. " . 

(b) E FFECTIVE DATE.-The amendments 
made by subsection (a ) shall apply to per 
resident payment amounts attributable to 
periods beginning on or after October l, 1997. 
SEC. 10733. PERMITTING PAYMENT TO NON-HOS· 

PITAL PROVIDERS. 
(a) IN GENERAL.- Section 1886 (42 u.s.c. 

1395ww) is amended by adding at the end the 
following: 

" (k) PAYMENT TO NON-HOSPITAL PRO
VIDERS.-

" (1) REPORT.- The Secretary shall submit 
to Congress, not later than 18 months after 
the date of the enactment of this subsection, 
a proposal for payment to qualified non-hos
pital providers for their direct costs of med
ical education, if those costs are incurred in 

the operation of an approved medical resi
dency training program described in sub
section (h). Such proposal 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) EFFECTIVENESS.-Except as otherwise 
provided in law, the Secretary may imple
ment such proposal for residency years be
ginning not earlier than 6 months after the 
date of submittal of the report under para
graph (1). 

" (3) QUALIFIED NON-HOSPITAL PROVIDERS.
For purposes of this subsection, the term 
'qualified non-hospital provider ' 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) MedicarePlus organizations; and 
" (D) such other providers (other than hos

pitals) as the Secretary determines to be ap
propriate. " . 

(b) PROHIBITION ON DOUBLE PAYMENTS; 
BUDGET NEUTRALITY ADJUSTMENT.-Section 
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 
approved amount to the extent payment is 
made under subsection (k) for residents in
cluded in the hospital 's count of full-time 
equivalent residents and, in the case of resi
dents not included in any such count, the 
Secretary shall provide for such a reduction 
in aggregate approved amounts under this 
subsection as will assure that the applica
tion of subsection (k) does not result in any 
increase in expenditures under this title in 
excess of those that would have occurred if 
subsection (k) were not applicable." . 

SEC. 10734. INCENTIVE PAYMENTS UNDER PLANS 
FOR VOLUNTARY REDUCTION IN 
NUMBER OF RESIDENTS. 

(a) IN GENERAL.-Section 1886(h) (42 u.s.c. 
1395ww(h)) is further amended by adding at 
the end the following new paragraph: 

" (6) INCENTIVE PAYMENT UNDER PLANS FOR 
VOLUNTARY REDUCTION IN NUMBER OF RESI
DENTS.-

" (A) IN GENERAL.- ln the case of a vol
untary residency reduction plan for which an 
application is approved under subparagraph 
(B), the qualifying entity submitting the 
plan shall be paid an applicable hold harm
less percentage (as specified in subparagraph 
(E)) of the sum of-

"(l) amount (if any) by which-
" (!) 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 pro
grams of the qualifying entity 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 reduction plan; and 

" (ii) the amount of the reduction in pay
ment under 1886(d)(5)(B) (for hospitals par
ticipating in the qualifying entity) that is 
attributable to the reduction in number of 
residents effected under the plan below 95 
percent of the number of full-time equiva
lent residents in such programs of such enti
ty as of June 30, 1997. 

"(B) APPROVAL OF PLAN APPLICATIONS.
The Secretary may not approve the applica
tion of an qualifying entity unless-

" (i) the application is submitted in a form 
and manner specified by the Secretary and 
by not later than March 1, 2000, 
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"(ii) the application provides for the oper

ation of a plan for the reduction in the num
ber of full-time equivalent residents in the 
approved medical residency training pro
grams of the entity consistent with the re
quirements of subparagraph (D); 

"(iii) the entity elects in the application 
whether such reduction will occur over-

"(!) a period of not longer than 5 residency 
training years, or 

"(II) a period of 6 residency training years, 
except that a qualifying entity described in 
subparagraph (C)(i)(III) may not make the 
election described in subclause (II); and 

"(iv) the Secretary determines that the ap
plication and the entity and such plan meet 
such other requirements as the Secretary 
specifies in regulations. 

"(C) QUALIFYING ENTITY.-
"(i) IN GENERAL.-For purposes of this 

paragraph, any of the following may be a 
qualifying entity: 

"(!) Individual hospitals operating one or 
more approved medical residency training 
programs. 

"(II) Subject to clause (ii), two or more 
hospitals that operate such programs and 
apply for treatment under this paragraph as 
a single qualifying entity. 

"(III) Subject to clause (iii), a qualifying 
consortium (as described in section 10735 of 

· the Balanced Budget Act of 1997). 
"(ii) ADDITIONAL REQUIREMENT FOR JOINT 

PROGRAMS.-ln the case of an application by 
a qualifying entity described in clause (i)(II), 
the Secretary may not approve the applica
tion unless the application represents that 
the qualifying entity either-

"(!) in the case of an entity that meets the 
requirements of clause (v) of subparagraph 
(D) will not reduce the number of full-time 
equivalent residents in primary care during 
the period of the plan, or 

"(II) in the case of another entity will not 
reduce the proportion of its residents in pri
mary care (to the total number of residents) 
below such proportion as in effect as of the 
applicable time described in subparagraph 
(D)(vi). 

"(iii) ADDITIONAL REQUIREMENT FOR CON
SORTIA.-ln the case of an application by a 
qualifying entity described in clause (i)(Ill), 
the Secretary may not approve the applica
tion unless the application represents that 
the qualifying entity will not reduce the pro
portion 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)(vi). 

" (D) RESIDENCY REDUCTION REQUIRE
MENTS.-

"(i) INDIVIDUAL HOSPITAL APPLICANTS.-ln 
the case of a qualifying entity described in 
subparagraph (C)(i)(l), the number of full
time equivalent residents in all the approved 
medical residency training programs oper
ated by or through the entity shall be re
duced as follows: 

"(I) If base number of residents exceeds 750 
residents, by a number equal to at least 20 
percent of such base number. 

"(II) Subject to subclause (IV), if base 
number of residents exceeds 500, but is less 
than 750, residents, by 150 residents. 

"(III) Subject to subclause (IV), if base 
number of residents does not exceed 500 resi
dents, by a number equal to at least 25 per
cent of such base number. 

"(IV) In the case of 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 such 
base number. 

"(ii) JOINT APPLICANTS.-ln the case of a 
qualifying entity described in subparagraph 
(C)(i)(Il), the number of full-time equivalent 
residents in all the approved medical resi
dency training programs operated by or 
through the entity shall be reduced as fol
lows: 

"(!) Subject to subclause (II), by a number 
equal to at least 25 percent of such base 
number. 

"(II) In the case of 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 such 
base number. 

"(iii) CONSORTIA.-ln the case of a quali
fying entity described in subparagraph 
(C)(i)(lll), the number of full-time equivalent 
residents in all the approved medical resi
dency training programs operated by or 
through the entity shall be reduced by a 
number equal to at least 20 percent of such 
base number. 

"(iv) MANNER OF REDUCTION.-The reduc
tions specified under the preceding provi
sions of this subparagraph for a qualifying 
entity shall be below the base number of 
residents for that entity and shall be fully 
effective not later than-

"(!) the 5th residency training year in 
which the application under subparagraph 
(B) is effective, in the case of an entity mak
ing the election described in subparagraph 
(B)(iii)(l), or 

"(II) the 6th such residency training year, 
in the case of an entity making the election 
described in subparagraph (B)(iii)(Il). 

"(V) ENTITIES PROVIDING ASSURANCE OF 
MAINTENANCE OF PRIMARY CARE RESIDENTS.
An entity is described in this clause if-

"(!) the base number of residents for the 
entity is less than 750; 

" (II) the number of full-time equivalent 
residents in primary care included in the 
base number of residents for the entity is at 
least 10 percent of such base number; and 

"(Ill) the entity represents in its applica
tion under subparagraph (B) that there will 
be no reduction under the plan in the num
ber of full-time equivalent residents in pri
mary care. 
If a qualifying entity falls to comply with 
the representation described in subclause 
(III), the entity shall be subject to repay
ment of all amounts paid under this para
graph, in accordance with procedures estab
lished to carry out subparagraph (F). 

"(Vi) BASE NUMBER OF RESIDENTS DE
FINED.-For purposes of this paragraph, the 
term 'base number of residents' means, with 
respect to a qualifying entity operating ap
proved medical residency traiI1ing programs, 
the number of full-time equivalent residents 
in such programs (before application of 
weighting factors) of the entity as of the 
most recent cost reporting period ending be
fore June 30, 1997, or, if less, for any subse
quent cost reporting- periocl that ends before 
the date the entity makes application under 
this paragraph. 

" (E) APPLICABLE HOLD HARMLESS PERCENT
AGE.-

" (i) IN GENERAL.-For purposes of subpara
graph (A), the 'applicable hold harmless per
centage' is the percentages specified in 
clause (ii) or clause (iii) , as elected by the 
qualifying entity in the application sub
mitted under subparagraph (B) . 

"(ii) 5-YEAR REDUCTION PLAN.-ln the case 
of an entity making the election described in 
subparagraph (B)(iii)(l), the percentages 
specified in this clause are, for the-

"(!) first and second residency training 
years in which the reduction plan is in ef
fect , 100 percent, 

"(II) third such year, 75 percent, 
" (Ill) fourth such year, 50 percent, and 
"(IV) fifth such year, 25 percent. 
"(iii) 6-YEAR REDUCTION PLAN.-ln the case 

of an entity making the election described in 
subparagraph (B)(iii)(Il), the percentages 
specified in this clause are, for the-

"(!) first residency training year in which 
the reduction plan is in effect, 100 percent, 

"(II) second such year, 95 percent, 
"(Ill) third such year, 85 percent, 
"(IV) fourth such year, 70 percent, 
"(V) fifth such year, 50 percent, and 
"(VI) sixth such year, 25 percent. 
"(F) PENALTY FOR INCREASE IN NUMBER OF 

RESIDENTS IN SUBSEQUENT YEARS.-If pay
ments are made under this paragraph to a 
qualifying entity, if the entity (or any hos
pital operating as part of the entity) in
creases the number of full-time equivalent 
residents above the number of such residents 
permitted under the reduction plan as of the 
completion of the plan, then, as specified by 
the Secretary, the entity is liable for repay
ment to the Secretary of the total amounts 
paid under this paragraph to the entity. 

" (G) TREATMENT OF ROTATING RESIDENTS.
In applying this paragraph, the Secretary 
shall establish rules regarding the counting 
of residents who are assigned to institutions 
the medical residency training programs in 
which are not covered under approved appli
cations under this paragraph.". 

(b) RELATION TO DEMONSTRATION PROJECTS 
AND AUTHORITY.-

(1) Section 1886(h)(6) of the Social Security 
Act, added by subsection (a), shall not apply 
to any residency training program with re
spect to which a demonstration project de
scribed in paragraph (3) has been approved by 
the Health Care Financing Administration 
as of May 27, 1997. The Secretary of Health 
and Human Services shall take such actions 
as may be necessary to assure that (in the 
manner described in subparagraph (A) of 
such section) in no case shall payments be 
made under such a project with respect to 
the first 5 percent reduction in the base 
number of full-time equivalent residents oth
erwise used under the project. 

(2) Effective May 27, 1997, the Secretary of 
Health and Human Services is not authorized 
to approve any demonstration project de
scribed 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 provides for 
additional payments under title XVIII of the 
Social Security Act in connection with re
duction in the number of residents in a med
ical residency training program. 

(C) INTERIM, FINAL REGULATIONS.-ln order 
to carry out the amendment made by sub
section (a) in a timely manner, the Secretary 
of Health and Human Services may first pro
mulgate regulations, that take effect on an 
interim basis, after notice and pending op
portunity for public comment, by not later 
than 6 months after the date of the enact
ment of this Act. 
SEC. 10735. DEMONSTRATION PROJECT ON USE 

OF CONSORTIA 
(a) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
to as the Secretary) shall establish a dem
onstration project under which, instead of 
making payments to teaching hospitals pur
suant to section 1886(h) of the Social Secu
rity Act, the Secretary shall make payments 
under this section to each consortium that 
meets the requirements of subsection (b). 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12429 
(b) QUALIFYING CONSORTIA.- For purposes 

of subsection (a), a consortium meets the re
quirements of this subsection if the consor
tium is in compliance with the following: 

(1) The consortium consists of an approved 
medical residency training program in a 
teaching hospital and one or more of the fol
lowing entities: 

(A) A school of allopathic medicine or os
teopathic medicine. 

(B) Another teaching hospital, which may 
be a children's hospital. 

(C) Another approved medical residency 
training program. 

(D) A Federally qualified health center. 
(E) A medical group practice. 
(F) A managed care entity. 
(G) An entity furnishing outpatient serv

ices. 
(H) Such other entity as the Secretary de

termines to be appropriate. 
(2) The members of the consortium have 

agreed to participate in the programs of 
graduate medical education that are oper
ated by the entities in the consortium. 

(3) With respect to the receipt by the con
sortium of payments made pursuant to this 
section, the members of the consortium have 
agreed on a method for allocating the pay
ments among the members. 

(4) The consortium meets such additional 
requirements as the Secretary may estab
lish. 

(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) of the Social 
Security Act for the teaching hospital (or 
hospitals) 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. 10736. RECOMMENDATIONS ON LONG-TERM 

PAYMENT POLICIES REGARDING Fl· 
NANCING TEACHING HOSPITALS 
AND GRADUATE MEDICAL EDU· 
CATION. 

(a) IN GENERAL.- The Medicare Payment 
Advisory Commission (established under sec
tion 1805 of the Social Security Act and in 
this section referred to as the " Commis
sion") shall 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. Such recommendations shall in
clude recommendations regarding each of 
the following: 

(1) The financing of graduate medical edu
cation, including consideration of alter
native broad-based sources of funding for 
such education and models for the distribu
tion of payments under any all-payer financ
ing mechanism. 

(2) The financing of teaching hospitals, in
cluding consideration of the difficulties en
countered by such hospitals as competition 
among health care entities increases. Mat
ters considered under this paragraph shall 
include consideration of the effects on teach
ing hospitals of the method of financing used 
for the MedicarePlus program under part C 
of title XVIII of the Social Security Act. 

(3) Possible methodologies for making pay-' 
ments for graduate medical education and 
the selection of entities to receive such pay
ments. Matters considered under this para
graph shall include-

(A) issues regarding children's hospitals 
and approved medical residency training pro
grams in pediatrics, and 

(B) whether and to what extent payments 
are being made (or should be made) for train-

ing in the various nonphysician health pro
fessions . 

(4) Federal policies regarding international 
medical graduates. 

(5) The dependence of schools of medicine 
on service-generated income. 

(6) Whether and to what extent the needs 
of the United States regarding the supply of 
physicians, in the aggregate and in different 
specialties, will change during the 10-year 
period beginning on October 1, 1997, and 
whether and to what extent any such 
changes will have significant financial ef
fects on teaching hospitals. 

(7) Methods for promoting an appropriate 
number, mix, and geographical distribution 
of health professionals. 

(C) CONSULTATION.- In . conducting the 
study under subsection (a), the Commission 
shall consult with the Council on Graduate 
Medical Education and individuals with ex
pertise in the area of graduate medical edu
cation, including-

(1) deans from allopathic and osteopathic 
schools of medicine; 

(2) chief executive officers (or equivalent 
administrative heads) from academic health 
centers, integrated health care systems, ap
proved medical residency training programs, 
and teaching hospitals that sponsor approved 
medical residency training programs; 

(3) chairs of departments or divisions from 
allopathic and osteopathic schools of medi
cine, schools of dentistry, and approved med
ical residency training programs in oral sur
gery; 

(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 composi
tion of the health care workforce of the 
United States; and 

(6) individuals with expertise on the fi
nancing of health care. 

(d) REPORT.- Not later than 2 years after 
the date of the enactment of this Act, the 
Commission shall submit to the Congress a 
report providing its recommendations under 
this section and the reasons and justifica
tions for such recommendations. 
SEC. 10737. MEDICARE SPECIAL REIMBURSE· 

MENT RULE FOR CERTAIN COM· 
BINED RESIDENCY PROGRAMS. 

(a) IN GENERAL.-Section 1886(h)(5)(G) (42 
U.S.C. 1395ww(h)(5)(G)) is amended-

(1) in clause (i), by striking "and (iii)" and 
inserting", (lii), and (iv)"; and 

(2) by adding at the end the following: 
" (iv) SPECIAL RULE FOR CERTAIN COMBINED 

RESIDENCY PROGRAMS.- (!) In the case of a 
resident enrolled in a combined medical resi
dency 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 num
ber of years of formal training required to 
satisfy the requirements for initial board eli
gibility in the longest of the individual pro
grams plus one additional year. 

"(II) A resident enrolled in a combined 
medical residency training program that in
cludes an obstetrics and gynecology program 
shall qualify for the period of board eligi
bility under su bclause (I) if the other pro
grams such resident combines with such ob
stetrics and gynecology program are for 
training a primary care resident.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) apply to combined 
medical residency programs for residency 
years beginning on or after July 1. 1998. 

CHAPTER 5-0THER PROVISIONS 

SEC. 10741. CENTERS OF EXCELLENCE. 

(a) IN GENERAL.-Title XVIII is amended by 
inserting after section 1888 the following: 

''CENTERS OF EXCELLENCE 
" SEC. 1889. (a) IN GENERAL.-The Secretary 

shall use a competitive process to contract 
with specific hospitals or other entities for 
furnishing services related to surgical proce
dures. and for furnishing services (unrelated 
to surgical procedures) to hospital inpatients 
that the Secretary determines to be appro
priate. The services may include any serv
ices covered under this title that the Sec
retary determines to be appropriate, includ
ing post-hospital services. 

"(b) QUALITY STANDARDS.-Only entities 
that meet quality standards established by 
the Secretary shall be eligible to contract 
under this section. Contracting entities shall 
implement a quality improvement plan ap
proved by the Secretary. 

"(c) PAYMENT.- Payment under this sec
tion shall be made on the basis of negotiated 
all-inclusive rates. The amount of payment 
made by the Secretary to an entity under 
this title for services covered under a con
tract shall be less than the aggregate 
amount of the payments that the Secretary 
would have otherwise made for the services. 

"(d) CON'l'RACT PERIOD.-A contract period 
shall be 3 years (subject to renewal) , so long 
as the entity continues to meet quality and 
other contractual standards. 

"(e) INCENTIVES FOR USE OF CENTERS.- En
tities under a contract under this section 
may furnish additional services (at no cost 
to an individual entitled to benefits under 
this title) or waive cost-sharing, subject to 
the approval of the Secretary. 

"(f) LIMIT ON NUMBER OF CENTERS.- The 
Secretary shall limit the number of centers 
in a geographic area to the number needed to 
meet projected demand for contracted serv
ices. " . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to services 
furnished on or after October l, 1997. 
SEC. 10742. MEDICARE PART B SPECIAL ENROLL· 

MENT PERIOD AND WAIVER OF PART 
B LATE ENROLLMENT PENALTY AND 
MEDIGAP SPECIAL OPEN ENROLL
MENT PERIOD FOR CERTAIN MILi· 
TARY RETIREES AND DEPENDENTS. 

(a) MEDICARE PART B SPECIAL ENROLLMENT 
PERIOD; WAI VER OF PART B PENALTY FOR 
LATE ENROLLMENT.-

(1) IN GENERAL.- In the case of any eligible 
individual (as defined in subsection (c)), the 
Secretary of Health and Human Services 
shall provide for a special enrollment period 
during which the individual may enroll 
under part B of title XVIII of the Social Se
curity Act. Such period shall be for a period 
of 6 months and shall begin with the first 
month that begins at least 45 days after the 
date of the enactment of this Act. 

(2) COVERAGE PERIOD.-In the case of an eli
gible individual who enrolls during the spe
cial enrollment period provided under para
graph (1), the coverage period under part B of 
title XVIII of the Social Security Act shall 
begin on the first day of the month following 
the month in which the individual enrolls. 

(3) WAIVER OF PART B LATE ENROLLMENT 
PENALTY.- In the case of an eligible indi
vidual who enrolls during the special enroll
ment period provided under paragraph (1), 
there shall be no increase pursuant to sec
tion 1839(b) of the Social Security Act in the 
monthly premium under part B of title XVIII 
of such Act. 
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(b) MEDIGAP SPECIAL OPEN ENROLLMENT 

PERIOD.-Notwithstanding any other provi
sion of law, an issuer of a medicare supple
mental policy (as defined in section 1882(g) of 
the Social Security Act)-

(1) may not deny or condition the issuance 
or effectiveness of a medicare supplemental 
policy that has a benefit package classified 
as " A", " B" , "C", or "F" under the stand
ards established under section 1882(p)(2) of 
the Social Security Act (42 U.S.C. 
1395rr(p)(2)); and 

(2) may not discriminate in the pricing of 
the policy on the basis of the individual ' s 
health status, medical condition (including 
both physical and mental illnesses), claims 
experience, receipt of health care, medical 
history, genetic information, evidence of in
surability (including conditions arising out 
of acts of domestic violence), or disability; 
in the case of an eligible individual who 
seeks to enroll (and is enrolled) during the 6-
month period described in subsection (a)(l). 

(c) ELIGIBLE INDIVIDUAL DEFINED.-In this 
section, the term " eligible individual" 
means an individual-

(1) who, as of the date of the enactment of 
this Act, has attained 65 years of age and was 
eligible to enroll under part B of title XVIII 
of the Social Security Act, and 

(2) who at the time the individual first sat
isfied paragraph (1) or (2) of section 1836 of 
the Social Security Act-

(A) was a covered beneficiary (as defined in 
section 1072(5) of title 10, United States 
Code), and 

(B) did not elect to enroll (or to be deemed 
enrolled) under section 1837 of the Social Se
curity Act during the individual 's initial en
rollment period. 
The Secretary of Health and Human Services 
shall consult with the Secretary of Defense 
in the identification of eligible individuals. 
SEC. 10743. PROTECTIONS UNDER THE MEDICARE 

PROGRAM FOR DISABLED WORKERS 
WHO LOSE BENEFITS UNDER A 
GROUP HEALTH PLAN. 

(a) No PREMIUM PENALTY FOR LATE EN
ROLLMEN'l'.- The second sentence of section 
1839(b) (42 U.S.C. 1395r(b)) is amended by in
serting " and not pursuant to a special en
rollment period under section 1837(1)(4)" 
after "section 1837)". 

(b) SPECIAL MEDICARE ENROLLMENT PE
RIOD.-

(1) IN GENERAL.-Section 1837(i) (42 u.s.c. 
1395p(i)) is amended by adding at the end the 
following new paragraph: 

" (4)(A) In the case of an individual who is 
entitled to benefits under part A pursuant to 
section 226(b) and-

" (i) who at the time the individual first 
satisfies paragraph (1) or (2) 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 (or the individual 's 
spouse 's) current employment or otherwise , 
and 

" (II) has elected not to enroll (or to be 
deemed enrolled) under this section during 
the individual's initial enrollment period; 
and 

" (ii) whose continuous enrollment under 
such group health plan is involuntarily ter
minated at a time when the enrollment 
under the plan is not by reason of the indi
vidual's (or the individual 's spouse's) current 
employment, 
there shall be a special enrollment period de
scribed in subparagraph (B). 

" (B) The special enrollment period referred 
to in subparagraph (A) is the 6-month period 
beginning on the date of the enrollment ter
mination 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) EFFECTIVE DATE.-The amendments 
made by this section shall apply to involun
tary terminations of coverage under a group 
health plan occurring on or after the date of 
the enactment of this Act. 
SEC. 10744. 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 in
serting " in a prominent part of the individ
ual ' s current medical record". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to pro
vider agreements 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 Secretary of Health and 
Human Services specifies. 

Subtitle I-Medical Liability Reform 
CHAPTER I-GENERAL PROVISIONS 

SEC. 10801. FEDERAL REFORM OF HEALTH CARE 
LIABILITY ACTIONS. 

(a) APPLICABILITY.- This subtitle shall 
apply with respect to any health care liabil
ity action brought in any State or Federal 
court, except that this subtitle shall not 
apply to-

(1) an action for damages arising from a 
vaccine-related injury or death to the extent 
that title XXI of the Public Health Service 
Act applies to the action, or 

(2) an action under the Employee Retire
ment Income Security Act of 1974 (29 U.S.C. 
1001 et seq.). 

(b) PREEMPTION.- This subtitle shall pre
empt any State law to the extent such law is 
inconsistent with the limitations contained 
in this subtitle. This subtitle shall not pre
empt any State law that provides for de
fenses or places limitations on a person's li
ability in addition to those contained in this 
subtitle or otherwise imposes greater restric
tions than those provided in this subtitle. 

(c) EFFECT ON SOVEREIGN IMMUNITY AND 
CHOICE OF LAW OR VENUE.-Nothing in sub
section (b) shall be construed to-

(1) waive or affect any defense of sovereign 
immunity asserted by any State under any 
provision of law; 

(2) waive or affect any defense of sovereign 
immunity asserted by the United States; 

(3) affect the applicability of any provision 
of the Foreign Sovereign Immunities Act of 
1976; 

(4) preempt State choice-of-law rules with 
respect to claims brought by a foreign nation 
or a citizen of a foreign nation; or 

(5) affect the right of any court to transfer 
venue or to apply the law of a foreign nation 
or to dismiss a claim of a foreign nation or 
of a citizen of a foreign nation on the ground 
of inconvenient forum. 

(d) AMOUNT IN CONTROVERSY.-In an action 
to which this subtitle applies and which is 
brought under section 1332 of title 28, United 
States Code, the amount of noneconomic 
damages or punitive damages, and attorneys' 
fees or costs, shall not be included in deter
mining whether the matter in controversy 
exceeds the sum or value of $50,000. 

(e) FEDERAL COURT J URISDICTION NO'f ES
TABLISHED ON FEDERAL QUESTION GROUNDS.
Nothing in this subtitle shall be construed to 
establish any jurisdiction in the district 
courts of the United States over health care 
liability actions on the basis of section 1331 
or 1337 of title 28, United States Code. 

SEC. 10802. DEFINITIONS. 
As used in this subtitle: 
(1) ACTUAL DAMAGES.-The term " actual 

damages" means damages awarded to pay for 
economic loss. 

(2) ALTERNATIVE DISPUTE RESOLUTION SYS
TEM; ADR.-The term " alternative dispute 
resolution system" or " ADR" means a sys
tem established under Federal or State law 
that provides for the resolution of health 
care liability claims in a manner other than 
through health care liability actions. 

(3) CLAIMANT.- The term "claimant" 
means any person who brings a health care 
liability action and any person on whose be
half such an action is brought. If such action 
is brought through or on behalf of an estate, 
the term includes the claimant's decedent. If 
such action is brought through or on behalf 
of a minor or incompetent, the term includes 
the claimant's legal guardian. 

(4) CLEAR AND CONVINCING EVIDENCE.-The 
term " clear and convincing evidence" is that 
measure or degree of proof that will produce 
in the mind of the trier of fact a firm belief 
or conviction as to the truth of the allega
tions sought to be established. Such measure 
or degree of proof is more than that required 
under preponderance of the evidence but less 
than that required for proof beyond a reason
able doubt. 

(5) COLLATERAL SOURCE PAYMENTS.- The 
term "collateral source payments" means 
any amount paid or reasonably likely to be 
paid in the future to or on behalf of a claim
ant, or any service, product, or other benefit 
provided or reasonably likely to be provided 
in the future to or on behalf of a claimant, 
as a result of an injury or wrongful death, 
pursuant to-

( A) any State or Federal health, sickness, 
income-disability, accident or workers' com
pensation Act; 

(B) any health, sickness, income-disability, 
or accident insurance that provides health 
benefits or income-disability coverage; 

(C) any contract or agreement of any 
group, organization, partnership, or corpora
tion to provide, pay for, or reimburse the 
cost of medical, hospital, dental, or income 
disability benefits; and 

(D) any other publicly or privately funded 
program. 

(6) DRUG.-The term " drug" ' has the mean
ing given such term in section 201(g)(l) of the 
Federal Food, Drug, and Cosmetic Act (21 
u. s.c. 321(g)(l)). 

(7) ECONOMIC LOSS.-The term " economic 
loss" means any pecuniary loss resulting 
from injury (including the loss of earnings or 
other benefits related to employment, med
ical expense loss, replacement services loss, 
loss due to death, burial costs, and loss of 
business or employment opportunities), to 
the extent recovery for such loss is allowed 
under applicable State law. 

(8) HARM.- The term " harm" means any le
gally cognizable wrong or injury for which 
punitive damages may be imposed. 

(9) HEALTH BENEFIT PLAN.- The term 
" health benefit plan" means-

(A) a hospital or medical expense incurred 
policy or certificate, 

(B) a hospital or medical service plan con
tract, 

(C) a health maintenance subscriber con
tract, or 

(D) a MedicarePlus product (offered under 
part C of title XVIII of the Social Security 
Act), 
that provides benefits with respect to health 
care services. 

(10) HEALTH CARE LIABILITY AC'l'ION.- The 
term " health care liability action" means a 
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civil action brought in a State or Federal 
court against a health care provider, an enti
ty which is obligated to provide or pay for 
health benefits under any health benefit plan 
(including any person or entity acting under 
a contract or arrangement to provide or ad
minister any health benefit), or the manu
facturer, distributor, supplier, marketer, 
promoter, or seller of a medical product, in 
which the claimant alleges a claim (includ
ing third party claims, cross claims, counter 
claims, or distribution claims) based upon 
the provision of (or the failure to provide or 
pay for) 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. 

(11) HEALTH CARE LIABILITY CLAIM.-The 
term "health care liability claim" means a 
claim in which the claimant alleges that in
jury was caused by the provision of (or the 
failure to provide) health care services. 

(12) HEALTH CARE PROVIDER.-The term 
"health care provider" means any person 
that is engaged in the delivery of health care 
services in a State and that is required by 
the laws or regulations of the State to be li
censed or certified by the State to engage in 
the delivery of such services in the State. 

(13) HEALTH CARE SERVICE.-The term 
" health care service" means any service for 
which payment may be made under a health 
benefit plan including services related to the 
delivery or administration of such service. 

(14) MEDICAL DEVICE.- The term " medical 
device" has the meaning given such term in 
section 20l(h) of the Federal Food, Drug, and 
Cosmetic Act (21 U.S.C. 321(h)). 

(15) NONECONOMIC DAMAGES.-The term 
" noneconomic damages" means damages 
paid to an individual for pain and suffering, 
inconvenience, emotional distress, mental 
anguish, loss of consortium, injury to rep
utation, humiliation, and other nonpecu
niary losses. 

(16) PERSON.- The term " person" means 
any individual, corporation, company, asso
ciation, firm, partnership, society, joint 
stock company, or any other entity, includ
ing any governmental entity. 

(17) PRODUCT SELLER.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the term " product seller" means a per
son who, in the course of a business con
ducted for that purpose-

(!) sells, distributes, rents, leases, prepares, 
blends, packages, labels, or is otherwise in
volved in placing, a product in the stream of 
commerce, or 

(ii) installs, repairs, or maintains the 
harm-causing aspect of a product. 

(B) ExcLUSION.-Such term does not in
clude-

(i) a seller or lessor of real property; 
(ii) a provider of professional services in 

any case in which the sale or use of a prod
uct is incidental to the transaction and the 
essence of the transaction is the furnishing 
of judgment, skill, or services; or 

(iii) any person who-
(1) acts in only a financial capacity with 

respect to the sale of a product; or 
(II) leases a product under a lease arrange

ment in which the selection, possession, 
maintenance, and operation of the product 
are controlled by a person other than the les
sor. 

(18) PUNITIVE DAMAGES.-The term "puni
tive damages" means damages awarded 
against any person not to compensate for ac
tual injury suffered, but to punish or deter 
such person or others from engaging in simi
lar behavior in the future. 

(19) STATE.- The term " State" means each 
of the several States, the District of Colum
bia, Puerto Rico, the Virgin Islands, Guam, 
American Samoa, the Northern Mariana Is
lands, and any other territory or possession 
of the United States. 
SEC. 10803. EFFECTIVE DATE. 

This subtitle will apply to any health care 
liability action brought in a Federal or State 
court and to any health care llablllty claim 
subject to an alternative dispute resolution 
system, that is initiated on or after the date 
of enac tment of this subtitle, except that 
any health care liability claim or action 
arising from an injury occurring prior to the 
date of enactment of this subtitle shall be 
governed by the applicable statute of limita
tions provisions in effect at the time the in
jury occurred. 

CHAPTER 2-UNIFORM STANDARDS FOR 
HEALTH CARE LIABILITY ACTIONS 

SEC. 10811. STATUTE OF LIMITATIONS. 
A health care liability action may not be 

brought after the expirntion of the 2-year pe
riod that begins on the date on which the al
leged injury that is the subject of the action 
was discovered or should reasonably have 
been discovered, but in no case after the ex
piration of the 5-year period that begins on 
the date the alleged injury occurred. 
SEC. 10812. CALCULATION AND PAYMENT OF 

DAMAGES. 
(a) TREATMENT OF NONECONOMIC DAM

AGES.-
(1) LIMITATION ON NONECONOMIC DAMAGES.

The total amount of noneconomic damages 
that may be awarded to a claimant for losses 
resulting from the injury which is the sub
ject of a health care liability action may not 
exceed $250,000, regardless of the number of 
parties against whom the action is brought 
or the number of actions brought with re
spect to the injury. 

(2) JOINT AND SEVERAL LIABILITY.-ln any 
health care liability action brought in State 
or Federal court, a defendant shall be liable 
only for the amount of noneconomic dam
ages attributable to such defendant in direct 
proportion to such defendant's share of fault 
or responsibility for the claimant's actual 
damages, as determined by the trier of fact. 
In all such cases, the liability of a defendant 
for noneconomic damages shall be several 
and not joint. 

(b) TREATMEN'r OF PUNI'l'IVE DAMAGES.-
(1) GENERAL RULE.-Punitive damages may, 

to the extent permitted by applicable State 
law, be awarded in any health care liability 
action for harm in any Federal or State 
court against a defendant if the claimant es
tablishes by clear and convincing evidence 
that the harm suffered was the result of con
duct-

(A) specifically intended to cause harm, or 
(B) conduct manifesting a conscious, fla

grant indifference to the rights or safety of 
others. 

(2) PROPORTIONAL AWARDS.- The amount of 
punitive damages that may be awarded in 
any health care liability action subject to 
this subtitle shall not exceed 3 times the 
amount of damages awarded to the claimant 
for economic loss, or $250,000, whichever ls 
greater. This paragraph shall be applied by 
the court and shall not be disclosed to the 
jury. 

(3) APPLICABILITY.- This subsection shall 
apply to any health care liability action 
brought in any Federal or State court on any 
theory where punitive damages are sought. 
This subsection does not create a cause of 
action for punitive damages. This subsection 
does not preempt or supersede any State or 

Federal law to the extent that such law 
would further limit the award. of punitive 
damages. 

(4) BIFURCATION.-At the request of any 
party. the trier of fact shall consider in a 
separate proceeding whether punitive dam
ages are to be awarded and the amount of 
such award. If a separate proceeding is re
quested, evidence relevant only to the claim 
of punitive damages, as determined by appli
cable State law, shall be inadmissible in any 
proceeding to determine whether actual 
damages are to be awarded. 

(5) DRUGS AND DEVICES.-
(A) IN GENERAL.-(1) Punitive damages 

shall not be awarded against a manufacturer 
or product seller of a drug or medical device 
which caused the claimant's harm where-

(1) such drug or device was subject to pre
market approval by the Food and Drug Ad
ministration with respect to the safety of 
the formulation or performance of the aspect 
of such drug or device which caused the 
claimant's harm, or the adequacy of the 
packaging or labeling of such drug or device 
which caused the harm, and such drug, de
vice, packaging, or labeling was approved by 
the Food and Drug Administration; or 

(II) the drug is generally recognized as safe 
and effective pursuant to conditions estab
lished by the Food and Drug Administration 
and applicable regulations, including pack
aging and labeling· regulations. 

(ii) Clause (i) shall not apply in any case in 
which the defendant, before or after pre
market approval of a drug or device-

(!) intentionally and wrongfully withheld 
from or misrepresented to the Food and Drug 
Administration information concerning such 
drug or device required to be submitted 
under the Federal Food, Drug, and Cosmetic 
Act (21 U.S.C. 301 et seq.) or section 351 of the 
Public Health Service Act (42 U.S.C. 262) that 
is material and relevant to the harm suffered 
by the claimant, or 

(II) made an illegal payment to an official 
or employee of the Food and Drug Adminis
tration for the purpose of securing or main
taining approval of such drug or device. 

(B) PACKAGING.- ln a health care liability 
action for harm which is alleged to relate to 
the adequacy of the packaging or labeling of 
a drug which is required to have tamper-re
sistant packaging under regulations of the 
Secretary of Health and Human Services (in
cluding labeling regulations related to such 
packaging), the manufacturer or product 
seller of the drug shall not be held liable for 
punitive damages unless such packaging or 
labeling is found by the court by clear and 
convincing evidence to be substantially out 
of compliance with such regulations. 

(C) PERIODIC PAYMENTS FOR FUTURE 
LOSSES.-

(1) GENERAL RULE.-ln any health care li
ability action in which the damages awarded 
for future economic and noneconomic loss 
exceeds $50,000, a person shall not be required 
to pay such damages in a single, lump-sum 
payment, but shall be permitted to make 
such . payments periodically based on when 
the damages are found likely to occur. as 
such payments are determined by the court. 

(2) FINALITY OF JUDGMENT.- The judgment 
of the court awarding periodic payments 
under this subsection may not, in the ab
sence of fraud, be reopened at any time to 
contest, amend, or modify the schedule or 
amount of the payments. 

(3) LUMP-SUM SE'ITLEMENTS.-This sub
section shall not be construed to preclude a 
settlement providing for a single, lump-sum 
payment. 

(d) TREATMENT OF COLLATERAL SOURCE 
PAYMENTS.-
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(1) INTRODUCTION INTO EVIDENCE.- In any 

health care liability action, any defendant 
may introduce evidence of collateral source 
payments. If any defendant elects to intro
duce such evidence, the claimant may intro
duce evidence of any amount paid or contrib
uted or reasonably likely to be paid or con
tributed in the future by or on behalf of the 
claimant to secure the right to such collat
eral source payments. 

(2) No SUBROGATION.-No provider of collat
eral source payments shall recover any 
amount against the claimant or receive any 
lien or credit against the claimant's recov
ery or be equitably or legally subrogated the 
right of the claimant in a health care liabil
ity action. 

(3) APPLICATION TO SETTLEMENTS.-This 
subsection shall apply to an action that is 
settled as well as an action that is resolved 
by a fact finder. 
SEC. 10813. ALTERNATIVE DISPUTE RESOLUTION. 

Any ADR used to resolve a health care li
ability action or claim shall contain provi
sions relating to statute of limitations, non
economic damages, joint and several liabil
ity, punitive damages, collateral source rule, 
and periodic payments which are identical to 
the provisions relating to such matters in 
this subtitle. 

TITLE XI-BUDGET ENFORCEMENT 
SEC. 11001. SHORT TITLE; TABLE OF CONTENTS. 

(a) SHORT TITLE.-This Act may be cited as 
the " Budget Enforcement Act of 1997" . 

(b) TABLE OF CONTENTS.-

TITLE XI-BUDGET ENFORCEMENT 
Sec. llOOl. Short title; table o:( contents. 
Subtitle A-Amendments to the Congres

sional Budget and Impoundment Control 
Act of 1974 

Sec. lllOl. Amendments to section 3. 
Sec. lll02. Amendments to section 201. 
Sec. ll103. Amendments to section 202. 
Sec. ll104. Amendment to section 300. 
Sec. ll105. Amendments to section 301. 
Sec. ll106. Amendments to section 302. 
Sec. 11107. Amendments to section 303. 
Sec. i1108. Amendment to section 305. 
Sec. ll109. Amendments to section 308. 
Sec. llllO. Amendments to section 310. 
Sec. lllll. Amendments to section 311. 
Sec. llll2. Amendment to section 312. 
Sec. 11113. Adjustments and Budget Com

mittee determinations. 
Sec. 11114. Effect of self-executing amend

ments on points of order in the 
House of Representatives. 

Sec. llll5. Amendment of section 401 and re-
peal of section 402. 

Sec. 11116. Repeal of title VI. 
Sec. 11117. Amendments to section 904. 
Sec. 11118. Repeal of sections 905 and 906. 
Sec. ll119. Amendments to sections 1022 and 

1024. 
Sec. 11120. Amendment to section 1026. 
Subtitle B-Amendments to the Balanced 

Budget and Emergency Deficit Control Act 
of 1985 

Sec. ll201. Purpose: 
Sec. ll202. General statement and defini

tions. 
Sec. 11203. Enforcing discretionary spending 

limits. 
Sec. 11204. Violent crime reduction trust 

fund. 
Sec. 11205. Enforcing pay-as-you-go. 
Sec. 11206. Reports and orders. 
Sec. 11207. Exempt programs and activities. 
Sec. 11208. General and special sequestration 

rules. 
Sec. 11209. The baseline. 
Sec. 11210. Technical correction. 

Sec. ll211. Judicial review. 
Sec. ll212. Effective date. 
Sec. 11213. Reduction of preexisting balances 

and exclusion of effects of this 
Act from paygo scorecard. 

Subtitle A-Amendments to the Congres
sional Budget and lmpoundment Control 
Act of 1974 

SEC. 11101. AMENDMENTS TO SECTION 3. 
Section 3 of the CongTessional Budget and 

Impoundment Control Act of 1974 (2 U.S.C. 
622) is amended-

(1) in paragraph (2)(A), by striking " and" 
at the end of clause (iii), by striking the pe
riod and inserting· "; and" at the end of 
clause (iv), and by adding at the end the fol
lowing: 

" (v) entitlement authority and the food 
stamp program."; and 

(2) in paragraph (9), by inserting " , but 
such term does not include salary or basic 
pay funded through an appropriation Act" 
before the period. 
SEC. 11102. 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 
four years and shall expire on January 3 of 
the year preceding a Presidential election.". 

(b) REDESIGNATION OF EXECUTED PROVI
SION.-Section 201 of the Congressional Budg
et Act of 1974 is amended by redesignating 
subsection (g) (relating to revenue esti
mates) as subsection (f). 
SEC. 11103. AMENDMENTS TO SECTION 202. 

(a) ASSISTANCE TO BUDGET COMMITTEES.
The first sentence of section 202(a) of the 
Congressional Budget Act of 1974 is amended 
by inserting "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), respec
tively. 
SEC. 11104. AMENDMENT TO SECTION 300. 

The item relating to February 25 in the 
timetable set forth in section 300 of the Con
gressional Budget Act of 1974 is amended by 
striking "February 25" and inserting " With
in 6 weeks after President submits budget". 
SEC. 11105. AMENDMENTS TO SECTION 301. 

(a) TERMS OF BUDGET RESOLUTIONS.-Sec
tion 301(a) of the Congressional Budget Act 
of 1974 is amended by striking " , and plan
ning levels for each of the two ensuing fiscal 
years, " and inserting "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 amend
ed by striking ", budget outlays, direct loan 
obligations, and primary loan guarantee 
commitments" each place it appears and in
serting "and budget outlays" . 

(c) ADDITIONAL MATTERS.-Section 301(b) of 
the Congressional Budget Act of 1974 is 
amended by amending paragraph (7) to read 
as follows-

" (7) set forth pay-as-you-go procedures in 
the Senate whereby committee allocations, 
aggregates, and other levels can be revised 
for legislation within a committee's jurisdic
tion if such legislation would not increase 
the deficit for the first year covered by the 
resolution and will not increase the deficit 
for the period of 5 fiscal years covered by the 
resolution; " . 

(d) VIEWS AND ESTIMATES.-The first sen
tence 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)(2) of the Congressional Budget Act of 
1974 is amended by striking " total direct 
loan obligations, total primary loan guar
antee commitments, " . 

(f) SOCIAL SECURITY CORRECTIONS.-Section 
301(i) of the Congressional Budget Act of 1974 
is amended by-

(1) inserting " SOCIAL SECURITY POINT OF 
ORDER.-" after "(i)"; and 

(2) striking " as reported to the Senate" 
and inserting " (or amendment, motion, or 
conference report on such a resolution)". 

SEC. 11106. AMENDMENTS TO SECTION 302. 

(a) ALLOCATIONS AND SUBALLOCATIONS.
Subsections (a) and (b) of section 302 of the 
Congressional Budget Act of 1974 are amend
ed to read as follows: 

" (a) COMMITTEE SPENDING ALLOCATIONS.
" (1) ALLOCATION AMONG COMMITTEES.-The 

joint explanatory statement accompanying a 
conference report on a budget resolution 
shall include allocations, consistent with the 
resolution recommended in the conference 
report, of the appropriate levels (for each fis
cal year covered by that resolution and a 
total for all such years, except in the case of 
the Committee on Appropriations only for 
the first such fiscal year) of-

"(A) total new budget authority; 
" (B) total outlays; and 
" (C) in the Senate, social security outlays; 

among each committee of the House of Rep
resen ta ti ves or the Senate that has jurisdic
tion over legislation providing or creating 
such amounts. 

" (2) No DOUBLE COUNTING.-In the House of 
Representatives, any item allocated to one 
committee may not be allocated to another 
such committee. 

"(3) FURTHER DIVISION OF AMOUNTS.- In the 
House of Representatives, the amounts allo
cated to each committee for each fiscal year, 
other than the Committee on Appropria
tions, shall be further divided between 
amounts provided or required by law on the 
date of filing of that conference report and 
amounts not so provided or required. The 
amounts allocated to the Committee on Ap
propriations for each fiscal year shall be fur
ther divided between discretionary and man
datory amounts or programs, as appropriate. 

"(4) AMOUNTS NOT ALLOCATED.-(A) In the 
House of Representatives, if a committee re
ceives 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. 

" (B) In the Senate, if a committee receives 
no allocation of new budget authority, out
lays, or social security outlays, that com
mittee shall be deemed to have received an 
allocation equal to zero for new budget au
thority, outlays, or social security outlays. 

" (5) SOCIAL SECURITY LEVELS IN THE SEN
ATE.-

" (A) IN GENERAL.-For purposes of para
graph (l)(C), 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 excess of social security 
outlays over social security revenues in a fis
cal year or years with such an excess. 

"(B) TAX TREATMENT.-For purposes of 
paragraph (l)(C), no provision of any legisla
tion involving a change in chapter 1 of the 
Internal Revenue Code of 1986 shall be treat
ed as affecting the amount of social security 
revenues or outlays unless such provision 
changes the income tax treatment of social 
security benefits. 
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"(6) ADJUSTING ALLOCATION OF DISCRE

TIONARY SPENDING IN THE HOUSE OF REP
RESENTATIVES.-(A) If a concurrent resolu
tion on the budget is not adopted by April 15, 
the chairman of the Committee on the Budg
et of the House of Representatives shall sub
mit to the House, as soon as practicable, an 
allocation under paragraph (1) to the Com
mittee on Appropriations consistent with 
the discretionary spending limits contained 
in the most recently agreed to concurrent 
resolution on the budget for the second 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 Appropria
tions shall make suballocations and prompt
ly report those suballocations to the House 
of Representatives. 

"(b) SUBALLOCATIONS BY APPROPRIATION 
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 Appropriations of the other 
House) shall suballocate each amount allo
cated to it for the budget year under sub
section (a) among its subcommittees. Each 
Committee on Appropriations shall promptly 
report to its House suballocations made or 
revised under this paragraph.". 

(b) POINT OF ORDER.-Section 302(c) of the 
Congressional Budget Act of 1974 is amended 
to read as follows: 

"(c) POINT OF ORDER.-After the Com
mittee on Appropriations has received an al
location pursuant to subsection (a) ·for a fis
cal year, it shall not be in order in the House 
of Representatives or the Senate to consider 
any bill, joint resolution, amendment, mo
tion. or conference report providing new 
budget authority for that fiscal year within 
the jurisdiction of that committee, until 
such committee makes the suballocations 
required by subsection (b) . ". 

(c) ENFORCEMENT OF POINT OF ORDER.-(1) 
Section 302(f)(l) of the Congressional Budget 
Act of 1974 is amended by-

(A) striking "providing new budget author
ity for such fiscal year or new entitlement 
authority effective during such fiscal year" 
and inserting "providing new budget author
ity for any fiscal year covered by the concur
rent resolution"; 

(B) striking "appropriate allocation made 
pursuant to subsection (b) for such fiscal 
year" and inserting "appropriate allocation 
made under subsection (a) or any suballoca
tion made under subsection (b), as applica
ble, for the fiscal year of the concurrent res
olution or for the· total of all fiscal years 
covered by the concurrent resolution"; and 

(C) striking "of new discretionary budget 
authority · or new entitlement authority to 
be exceeded" and inserting "of new discre
tionary budget authority to be exceeded". 

(2) Section 302(f)(2) of the Congressional 
Budget Act of 1974 is amended to read as fol
lows: 

"(2) ENFORCEMENT OF COMMITTEE ALLOCA
TIONS AND SUBALLOCATIONS IN THE SENATE.
After a concurrent resolution 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) in the case of any committee except 
the Committee on Appropriations, the appro
priate allocation of new budget authority or 
outlays under subsection (a) to be exceeded; 
or 

"(B) in the case of the Committee on Ap
propriations, the appropriate suballocation 
of new budget authority or outlays under 
subsection (b) to be exceeded.". 

(d) SEPARA'l'E ALLOCATIONS.-Section 302(g) 
of the Congressional Budget Act of 1974 is 
amended to read as follows: 

"(g) SEPARATE ALLOCATIONS.-The Com
mittees on Appropriations and the Budget 
shall make separate allocations and sub
allocations under this section consistent 
with the categories in section 251(c) of the 
Balanced Budget and Emergency Deficit 
Control Act of 1985." 
SEC. 11107. AMENDMENTS TO SECTION 303. 

(a) IN GENERAL.-Section 303 of the Con
gressional Budget Act of 1974 is amended to 
read as follows: 
"CONCURRENT RESOLUTION ON THE BUDGET 

MUST BE ADOPTED BEFORE LEGISLATION PRO
VIDING NEW BUDGET AUTHORITY, NEW SPEND
ING AUTHORITY, OR CHANGES IN REVENUES OR 
THE PUBLIC DEBT LIMIT IS CONSIDERED 
"SEC. 303. (a) IN GENERAL.-It shall not be 

in order in either the House of Representa
tives or the Senate to consider any bill, joint 
resolution, amendment, motion, or con
ference report as reported to the House or 
Senate which provides-

"(1) new budget authority for a fiscal year; 
"(2) an increase or decrease in revenues to 

become effective during a fiscal year; 
"(3) an increase or decrease in the public 

debt limit to become effective during a fiscal 
year; 

"(4) in the Senate only, new spending au
thority (as defined in section 401(c)(2)) for a 
fiscal year; or 

"(5) in the Senate only, outlays, 
until the concurrent resolution on the budg
et for such fiscal year (or, in the Senate, a 
concurrent resolution on the budget covering 
such fiscal year) has been agreed to pursuant 
to section 301. 

"(b) EXCEPTIONS.-(1) In the House of Rep
resentatives, subsection (a) does not apply to 
any bill or resolution-

"(A) providing advance discretionary new 
budget authority which first becomes avail
able in a fiscal year following the fiscal year 
to which the concurrent resolution applies; 
or 

" (B) increasing or decreasing revenues 
which first become effective in a fiscal year 
following the fiscal year to which the con
current resolution applies. 
After May 15 of any calendar year, sub
section (a) does not apply in the House of 
Representatives to any general appropria
tion bill , or amendment thereto, which · pro
vides new budget authority for the fiscal 
year beginning in such calendar year. 

"(2) In the Senate, subsection (a) does not 
apply to any bill or resolution making ad
vance appropriations for the fiscal year to 
which the concurrent resolution applies and 
the two succeeding fiscal years. 

(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 Impoundment Control Act of 1974 
is amended by striking "new credit author
ity, " . 
SEC. 11108. AMENDMENT TO SECTION 305. 

Section 305(a)(l) of the Congressional 
Budget Act of 1974 is amended by inserting 
" when the House is not in session" after 
" holidays" each place it appears. 
SEC. 11109. AMENDMENTS TO SECTION 308. 

Section 308 of the Congressional Budget 
Act of 1974 is amended-

(l)(A) in the side heading of subsection (a). 
by striking "OR NEW CREDIT AUTHOR
ITY, " and by striking the first comma and 
inserting " OR"; 

(B) in paragraphs (1) and (2) of subsection 
(a), by striking " or new credit authority," 

each place it appears and by striking the 
comma before "new spending authority" 
each place it appears and inserting " or"; 

(2) in subsection (b)(l), by striking "or new 
credit authority," and by striking the 
comma before " new spending authority" and 
inserting "or"; 

(3) in subsection (c), by inserting " and" 
after the semicolon at the end of paragraph 
(3), by striking " ; and" at the end of para
graph ( 4) and inserting a period; and by 
striking paragraph (5); and 

(4) by inserting " joint" before " resolution" 
each place it appears and, in subsection 
(b)(l), by inserting "joint" before "resolu
tions''. 
SEC. 11110. AMENDMENTS TO SECTION 310. 

Section 310 of the Congressional Budget 
Act of 1974 is amended by-

(1) in subsection (a)(l), by inserting "and" 
after the semicolon at the end of subpara
graph (B), by striking " subparagraphs (C) 
and (D), and by inserting after subparagraph 
(B) the following new subparagraph: 

"(C) direct spending (as defined in section 
250(c)(8) of the Balanced Budget and Emer
gency Deficit Control Act of 1985),"; and 

(2) in subsection (c)(l)(A), by inserting " of 
the absolute value" after "20 percent" each 
place it appears. 
SEC. 11111. AMENDMENTS TO SECTION 311. 

Section 311 of the Congressional Budget 
Act of 1974 is amended to read as follows: 

"NEW BUDGET AUTHORITY, NEW SPENDING AU
THORITY, AND REVENUE LEGISLATION MUST 
BE WITHIN APPROPRIATE LEVELS 
" SEC. 311. (a) ENFORCEMENT OF' BUDGET AG

GREGATES.-
"(l) IN THE HOUSE OF REPRESENTATIVES.

Except as provided by subsection (c), after 
the Congress has completed action on a con
current resolution on the budget for a fiscal 
year, it shall not be in order in the House of 
Representatives to consider any bill, joint 
resolution, amendment, motion, or con
ference report providing new budget author
ity for such fiscal year or reducing revenues 
for such fiscal year, if-

"(A) the enactment of such bill or resolu
tion as reported; 

"(B) the adoption and enactment of such 
amendment; or 

"(C) the enactment of such bill or resolu
tion in the form recommended in such con
ference report; 
would cause the appropriate level of total 
new budget authority or total budget out
lays set forth in the most recently agreed to 
concurrent resolution on the budget for such 
fiscal year to be exceeded, or would cause 
revenues to be less than the appropriate 
level of total revenues set forth in such con
current resolution such fiscal year or for the 
total of all fiscal years covered by the con
current resolution, except in the case that a 
declaration of war by the Congress is in ef
fect. 

"(2) IN THE SENATE.- After a concurrent 
resolution on the budget is agreed to, it shall 
not be in order in the Senate to consider any 
bill, resolution, amendment, motion, or con
ference report that--

"(A) would cause the appropriate level of 
total new budget authority or total outlays 
set forth for the first fiscal year in such reso
lution to be exceeded; or 

"(B) would cause revenues to be less than 
the appropriate level of total revenues set 
forth for the first fiscal year covered by such 
resolution or for the period including the 
first fiscal year plus the following 4 fiscal 
years in such resolution. 
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"(3) ENFORCEMEN'l' OF SOCIAL SECURITY LEV

ELS IN THE SENA'l'E.-After a concurrent reso
lution on the budget is agreed to, it shall not 
be in order in the Senate to consider any 
bill, resolution, amendment, motion, or con
ference report that would cause a decrease in 
social security surpluses or an increase in so
cial security deficits derived from the levels 
of social security revenues and social secu
rity outlays set forth for the first fiscal year 
covered by the resolution and for the period 
including the first fiscal year plus the fol
lowing 4 fiscal years in such resolution. 

" (b) SOCIAL SECURITY LEVELS.-
"(!) IN GENERAL.- For the purposes of sub

section (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 excess of social security 
outlays over social security revenues in a fis
cal year or years with such an excess. 

"(2) TAX TREATMENT.-For the purposes of 
this section, no provision of any legislation 
involving a change in chapter 1 of the Inter
nal Revenue Code of 1986 shall be treated as 
affecting the amount of social security reve
nues or outlays unless such provision 
changes the income tax treatment of soci11l 
security benefits. 

"(c) EXCEPTION IN THE HOUSE OF REP
RESENTATIVES.-Subsection (a)(l) shall not 
apply in the House of Representatives to any 
bill, resolution, 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 such bill or resolu
tion as reported; 

"(2) the adoption and enactment of such 
amendment; or 

"(3) the enactment of such bill or resolu
tion in the form recommended in such con
ference report; 
would not cause the appropriate allocation 
of new budget authority made pursuant to 
section 302(a) for such fiscal year, for the 
committee within whose jurisdiction such 
bill, resolution, or amendment falls, to be 
exceeded.". 
SEC. 11112. AMENDMENT TO SECTION 312. 

(a) IN GENERAL.-Section 312 of the Con
gressional Budget Act of 1974 is amended to 
read as follows: 

"POINTS OF ORDER 
"SEC. 312. (a) BUDGET COMMITTEE DETER

MINATIONS.-For purposes of this title and 
title IV, the levels of new budget authority, 
budget outlays, spending authority as de
scribed in section 401(c)(2), 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 the case may be. 

"(b) DISCRETIONARY SPENDING POINT OF 
ORDER IN THE SENATE.-

"(!) Except as otherwise provided in this 
subsection, it shall not be in order in the 
Senate to consider any concurrent resolution 
on the budget (or amendment, motion, or 
conference report on such a resolution) that 
would exceed any of the discretionary spend
ing limits in section 251(c) of the Balanced 
Budget and Emergency Deficit Control Act 
of 1985. 

" (2) This subsection shall not apply if a 
declaration of war by the Congress is in ef
fect or if a joint resolution pursuant to sec
tion 258 of the Balanced Budget and Emer
gency Deficit Control Act of 1985 has been 
enacted. 

"(c) MAXIMUM DEFICIT AMOUNT POINT OF 
ORDER IN THE SENATE.-It shall not be in 

order in the Senate to consider any concur
rent resolution on the budget for a fiscal 
year under section 301, or to consider any. 
amendment to that concurrent resolution, or 
to consider a conference report on that con
current resolution-

" (1) if the level · of total budget outlays for 
the first fiscal year that is set forth in that 
concurrent resolution or conference report 
exceeds the recommended level of Federal 
revenues set forth for that year by an 
amount that is greater than the maximum 
deficit amount, if any, specified in the Bal
anced Budget and Emergency Deficit Control 
Act of 1985 for such fiscal year; or 

"(2) if the adoption of such amendment 
would result in a level of total budget out
lays for that fiscal year which exceeds the 
recommended level of Federal revenues for 
that fiscal year, by an amount that is great
er than the maximum deficit amount, if any, 
specified in the Balanced Budget and Emer
gency Deficit Control Act of 1985 for such fis
cal year. 

"(d) TIMING OF POINTS OF ORDER IN THE 
SENATE.-A point of order under this Act 
may not be raised against a bill, resolution, 
amendment, motion, or conference report 
while an amendment or motion, the adoption 
of which would remedy the violation of this 
Act, is pending before the Senate. 

"(e) POINTS OF ORDER IN THE SENATE 
AGAINST AMENDMENTS BETWEEN THE 
HousES.-Each provision of this Act that es
tablishes a point of order against an amend
ment also establishes a point of order in the 
Senate against an amendment between the 
Houses. If a point of order under this Act is 
raised in the Senate against an amendment 
between the Houses, and the Presiding Offi
cer sustains the point of order, the effect 
shall be the same as if the Senate had dis
agreed to the amendment. 

"(f) EFFECT OF A POINT OF ORDER ON A BILL 
IN THE SENATE.-In the Senate, if the Chair 
sustains a point . of order under this Act 
against a bill, the Chair shall then send the 
bill to the committee of appropriate jurisdic
tion for further consideration.". 

(b) CONFORMING AMENDMENT.-The item re
lating to section 312 in the table of contents 
set forth in section l(b) of the Congressional 
Budget and Impoundment Control Act of 1974 
is amended by striking "Effect of point" and 
inserting "Point". 
SEC. 11113. ADJUSTMENTS AND BUDGET COM

MITTEE DETERMINATIONS. 
(a) IN GENERAL.-Title III of the Congres

sional Budget Act of 1974 is amended by add
ing at the end the following new section: 

''ADJUSTMENTS 
" SEC. 314. (a) ADJUSTMENTS.-When
"(l)(A) the Committee on Appropriations 

reports an appropriation measure for fiscal 
year 1998, 1999, 2000, 2001, or 2002 that speci
fies an amount for emergencies pursuant to 
section 251(b)(2)(A) of the Balanced Budget 
and Emergency Deficit Control Act of 1985 or 
for continuing disability reviews pursuant to 
section 251(b)(2)(C) of that Act; 

" (B) any other committee reports emer
gency legislation described in section 252(e) 
of that Act; 

" (C) the Committee on Appropriations re
ports an appropriation measure for fiscal 
year 1998, 1999, 2000, 2001, or 2002 that in
cludes an appropriation with respect to 
clause (i) or (ii), the adjustment shall be the 
amount of budget authority in the measure 
that is the dollar equivalent, in terms of 
Special Drawing Rights, of-

"(i) increases the United States quota as 
part of the International Monetary Fund 
Eleventh General Review of Quotas (United 
States Quota); or 

" (ii) increases the maximum amount avail
able to the Secretary of the Treasury pursu
ant to section 17 of the Bretton Woods 
Agreement Act, as amended from time to 
time (New Arrangements to Borrow); or 

" (D) the Committee on Appropriations re
ports an appropriation measure for fiscal 
year 1998, 1999, or 2000 that includes an ap
propriation for arrearages for international 
organizations, international peacekeeping, 
and multilateral development banks during 
that fiscal year, and the sum of the appro
priations for the period of fiscal years 1998 
through 2000 do not exceed $1,884,000,000 in 
budget authority; or 

"(2) a conference committee submits a con
ference report thereon; 
the chairman of the Committee on the Budg
et of the Senate or House of Representatives 
shall make the adjustments referred to in 
subsection (c) to reflect the additional new 
budget authority for such matter provided in 
that measure or conference report and the 
additional outlays flowing in all fiscal years 
from such amounts for such matter. 

"(b) APPLICATION OF ADJUSTMENTS.-The 
adjustments and revisions to allocations, ag
gregates, and limits made by the Chairman 
of the Committee on the Budget pursuant to 
subsection (a) for legislation shall only apply 
while such legislation is under consideration 
and shall only permanently take effect upon 
the enactment of that legislation. 

" (c) CONTEN'l' OF ADJUSTMENTS.-The ad
justments referred to in subsection (a) shall 
consist of adjustments, as appropriate, to

" (1) the discretionary spending limits as 
set forth in the most recently agreed to con
current resolution on the budget; 

"(2) the allocations made pursuant to the 
most recently adopted concurrent resolution 
on the budget pursuant to section 302(a); and 

"(3) the budgetary aggregates as set forth 
in the most recently adopted concurrent res
olution on the budget. 

"(d) REPORTING REVISED SUBALLOCA
TIONS.-Following the adjustments made 
under subsection (a), the Committees on Ap
propriations of the Senate and the House of 
Representatives may report appropriately 
revised suballocations pursuant to section 
302(b) to carry out this subsection. 

"(e) DEFINITIONS.-As used in subsection 
(a)(l)(A), when referring to continuing dis
ability reviews, the terms 'continuing dis
ability reviews', 'additional new budget au
thority', and 'additional outlays' shall have 
the same meanings as provided in section 
25l(b)(2)(C)(ii) of the Balanced Budget and 
Emergency Deficit Control Act of 1985. " . 

(b) CONFORMING AMENDMENTS.-(!) Sections 
302(g), 311(c), and 313(e) of the Congressional 
Budget Act of 1974 are repealed. 

(2) The table of contents set forth in sec
tion l(b) of the Congressional Budget and Im
poundment Control Act of 1974 is amended by 
adding after the item relating to section 313 
the following new item: 
" Sec. 314. Adjustments. " . 
SEC. 11114. EFFECT OF SELF-EXECUTING AMEND

MENTS ON POINTS OF ORDER IN 
THE HOUSE OF REPRESENTATIVES. 

(a) EFFECT OF POINTS OF ORDER.-Title III 
of the Congressional Budget Act of 1974 is 
amended by adding after section 314 the fol
lowing new section: 
" EFFECT OF SELF-EXECUTING AMENDMENTS ON 

POINTS OF ORDER IN THE HOUSE OF REP
RESENTATIVES 
"SEC. 315. In the House of Representatives, 

if a provision of a bill, as reported, violates 
a section of this title or title IV and a self
executing rule providing for consideration of 
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that bill modifies that provision to eliminate 
such violation, then such point of order shall 
not lie against consideration of that bill. ". 

(b) CONFORMING AMENDMENT.- The table of 
contents set forth in section l(b) of the Con
gressional Budget and Impoundment Control 
Act of 1974 is amended by adding after the 
item relating to section 314 the following 
new item: 
"Sec. 315. Effect of self-executing amend

ments on points of order in the 
house of representatives. " . 

SEC. 11115. AMENDMENT OF SECTION 401 AND 
REPEAL OF SECTION 402. 

(a) SECTION 401.- Subsections (a) and (b) of 
section 401 of the Congressional Budg·et Act 
of 1974 are amended to read as follows: 

"BILLS PROVIDING NEW SPENDING AUTHORITY 
OR NEW CREDIT AUTHORITY 

"SEC. 401. (a) CONTROLS ON LEGISLATION 
PROVIDING SPENDING AUTHORITY OR CREDIT 
AUTHORITY.-It shall not be in order in either 
the House of Representatives or the Senate 
to consider any bill, joint resolution, amend
ment, motion, or conference report, as re
ported to its House which provides new 
spending authority described in subsection 
(c)(2)(A) or (B) or new credit authority, un
less that bill, resolution, conference report, 
or amendment also provides that such new 
spending authority as described in sub
section (c)(2) (A) or (B) or new credit author
ity is to be effective for any fiscal year only 
to such extent or in such amounts as are pro
vided in appropriation Acts. 

"(b) LEGISLATION PROVIDING ENTITLEMENT 
AUTHORITY.- It shall not be in order in either 
the House of Representatives or the Senate 
to consider any bill, joint resolution, amend
ment, motion, or conference report, as re
ported to its House which provides new 
spending authority described in subsection 
(c)(2)(C) wliich is to become effective before 
the first day of the fiscal year which begins 
during the calendar year in which such bill 
or resolution is reported.". 

(b) REPEALER OF SECTION 402.-(1) Section 
402 of the Congressional Budget Act of 1974 is 
repealed. 

(2) CONFORMING AMENDMENTS.-(1) Sections 
403 through 407 of the Congressional Budget 
Act of 1974 are redesignated as sections 402 
through 406, respectively. 

(2) The table of contents set forth in sec
tion l(b) of the Congressional Budget and Im
poundment Control Act of 1974 is amended by 
deleting the item relating to section 402 and 
by redesignating the items relating to sec
tions 403 through 407 as the items relating to 
sections 402 through 406, respectively. 
SEC. 11116. REPEAL OF TITLE VI. 

(a) REPEALER.- Title VI of the Congres
sional Budget Act of 1974 is repealed. 

(b) CONFORMING AMENDMENTS.- 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 repealed. 
SEC. 11117. 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 Con
gressional Budget Act of 1974 is amended to 
read as follows: 

"(c) WAIVERS.-
"(l) 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) Sections 301(i), 302(c), 302(f), 310(g), 
311(a), and 315 of this Act and sections 
258(a)( 4)( C), 258(A)(b)(3)(C)(I), 258(B)(f)(l), 
258B(h)(l), 258(h)(3), 258C(a)(5), and 
258(C)(b)(l) of the Balanced Budget and 
Emergency Deficit Control Act of 1985 may 
be waived or suspended in the Senate only by 
the affirmative vote of three-fifths of the 
Members , duly chosen and sworn.''. 

(C) APPEALS.-Section 904(d) of the Con
gressional Budget Act of 1974 is amended to 
read as follows: 

"(d) APPEALS.-
"(1) Appeals in the Senate from the deci

sions of the Chair relating to any provision 
of title III or IV of section 1017 shall, except 
as otherwise provided therein, be limited to 
1 hour, to be equally divided between, and 
controlled by, the mover and the manager of 
the resolution, concurrent resolution, rec
onciliation bill, or rescission bill, as the case 
may be. 

"(2) An affirmative vote of three-fifths of 
the Members, duly chosen and sworn, shall 
be required in the Senate to sustain an ap
peal 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) An affirmative vote of three-fifths of 
the Members, duly chosen and sworn, shall 
be required in the Senate to sustain an ap
peal of the ruling of the Chair on a point of 
order raised under sections 301(1), 302(c), 
302(f), 310(g), 311(a), and 315 of this Act and 
sections 258(a)( 4)( C), 258(A)(b )(3)( C)(I), 
258(B)(f)(l), 258B(h)(l), 258(h)(3), 258C(a)(5), 
and 258(C)(b)(l) of the Balanced Budget and 
Emergency Deficit Control Act of 1985.". 

(d) EXPIRATION OF SUPERMAJORITY VOTING 
REQUIREMENTS.-Section 904 of the Congres
sional Budget Act of 1974 is amended by add
ing at the end the following: 

"(e) EXPIRATION OF CERTAIN SUPER
MAJORITY VOTING REQUIREMENTS.-Sub
sections (c)(2) and (d)(3) shall expire on Sep
tember 30, 2002.' '. 
SEC. 11118. REPEAL OF SECTIONS 905 AND 906. 

(a) REPEALER.-Sections 905 and 906 of the 
Congress ional Budget and Impoundment 
Control Act of 1974 are repealed. 

(b) CONFORMING AMENDMENTS.- The table 
of contents set forth in section l(b) of the 
Congress ional Budget and Impoundment 
Control Act of 1974 is amended by striking 
the items relating to sections 905 and 906. 
SEC. 11119. AMENDMENTS TO SECTIONS 1022 AND 

1024. 
(a) SECTION 1022.-Section 1022(b)(l)(F) of 

Congress ional Budget and Impoundment 
Control Act of 1974 is amended by striking 
" section 601" and inserting " section 251(c) 
the Balanced Budget and Emergency Deficit 
Control Act of 1985" . 

(b) SECTION 1024.-Section 1024(a)(l)(B) of 
Congressional Budget and Impoundment 
Control Act of 1974 is amended by striking 
"section 601(a)(2)" and inserting "section 
251(c) the Balanced Budget and Emergency 
Deficit Control Act of 1985". 
SEC. 11120. AMENDMENT TO SECTION 1026. 

Section 1026(7)(A)(iv) of the Congressional 
Budget and Impoundment Control Act of 1974 
is amended by striking "and" and inserting 
" or". 
Subtitle B-Amendments to the Balanced 

Budget and Emergency Deficit Control Act 
of 1985 

SEC. 11201. PURPOSE. 
This subtitle extends discretionary spend

ing limits and pay-as-you-go requirements. 
SEC. 11202. GENERAL STATEMENT AND DEFINI

TIONS. 
(a) GENERAL STATEMENT.-Section 250(b) of 

the Balanced Budget and Emergency Deficit 

Control Act of 1985 (2 U.S.C. 900(b)) is amend
ed by striking the first two sentences and in
serting the following: " This part provides for 
the enforcement of a balanced budget by fis
cal year 2002 as called for in House Concur
rent Resolution 84 (105th Congress, 1st ses
sion).". 

(b) DEFINITIONS.-Section 250(c) of the Bal
anced Budget and Emergency Deficit Control 
Act of 1985 is amended-

(1) by striking paragraph (4) and inserting 
the following: 

"(4) The term 'category' means defense, 
nondefense, and violent crime reduction dis
cretionary appropriations as specified in the 
joint explanatory statement accompanying a 
conference report on the Balanced Budget 
Act of 1997."; 

(2) by striking paragraph (6) and inserting 
the following: 

"(6) The term ' budgetary resources' means 
new budget authority, unobligated balances, 
direct spending authority, and obligation 
limitations."; 

(3) in paragraph (9), by striking "submis
sion of the fiscal year 1992 budget that are 
not included with a budget submission" and 
inserting "that budg·et submission that are 
not included with it"; 

(4) in paragraph (14), by inserting "first 4" 
before " fiscal years" and by striking " 1995" 
and inserting " 2006"; 

(5) by striking paragraphs (17) and (20) and 
by redesignating paragraphs (18), (19), · and 
(21) as paragraphs (17), (18), and (19), respec
tively; 

(6) in paragraph (17) (as redesignated), by 
striking " Omnibus Budgtet Reconciliation 
Act of 1990" and inserting " Balanced Budget 
Act of 1997"; 

(7) in paragraph (20) (as redesignated), by 
striking the second sentence; and 

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

"(20) The term 'consultation', when applied 
to the Committee on the Budget of either 
the House of Representatives or of the Sen
ate, means written communication with that 
committee that affords that committee an 
opportunity to comment on the matter that 
is the subject of the consultation before offi
cial action is taken on such matter. " . 
SEC. 11203. ENFORCING DISCRETIONARY SPEND· 

ING LIMITS. 
(a) EXTENSION THROUGH FISCAL YEAR 

2002.- Section 251 of the Balanced Budget 
and Emergency Deficit Control Act of 1985 is 
amended-

(1) in the side heading of subsection (a), by 
striking " 1991-1998" and inserting " 1997-
2002"; 

(2) in subsection (a)(7) by inserting "(ex
cluding Saturdays, Sundays, or legal holi
days) " after " 5 calendar days"; 

(3) in the first sentence of subsection (b)(l), 
by striking " 1992, 1993, 1994, 1995, 1996, 1997 or 
1998" and inserting " 1997 or any fiscal year 
thereafter through 2002" and by striking 
" through 1998" and inserting " through 2002"; 

(4) in subsection (b)(l), by striking " the 
following:" and all that follows through " in 
concepts and definitions" the first place it 
appears and inserting " the following: the ad
justments" and by striking subparagraphs 
(B) and (C); 

(5) in subsection (b)(2), by striking " 1991, 
1992, 1993, 1994, 1995, 1996, 1997, or 1998'' and 
inserting " 1997 or any fiscal year thereafter 
through 2002", by striking " through 1998" 
and inserting " through 2002", and by strik
ing subparagraphs (A), (B), (C), (E), and (G), 
and by redesignating subparagraphs (D), (F), 
and (H) as subparagraphs (A), (B), and (C), re
spectively; 
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(6) in subsection (b)(2)(A) (as redesignated), 

by striking "(i)", by striking clause (ii), and 
by inserting "fiscal" before "years"; 

(7) in subsection (b)(2)(B) (as redesignated), 
by striking everything after " the adjustment 
in outlays" and inserting "for a fiscal year is 
the amount of the excess but not to exceed 
0.5 percent of the adjusted discretionary 
spending limit on outlays for that fiscal year 
in fiscal year 1997 or any fiscal year there
after through 2002; and 

(8) by adding at the end of subsection (b)(2) 
the following new subparagraphs: 

"(D) ALLOWANCE FOR IMF.-If an appro
priations bill or joint resolution is enacted 
for fiscal year 1998, 1999, 2000, 2001, or 2002 
that includes an appropriation with respect 
to clause (i) or (ii), the adjustment shall be 
the amount of budget authority in the meas
ure that is the dollar equivalent, in terms of 
Special Drawing Rights, of-

" (1) an increase in the United States quota 
as part of the International Monetary Fund 
Eleventh General Review of Quotas (United 
States Quota); or 

"(ii) any increase in the maximum amount 
available to the Secretary of the Treasury 
pursuant to section 17 of the Bretton Woods 
Agreement Act, as amended from time to 
time (New Arrangements to Borrow). 

"(E) ALLOWANCE FOR INTERNATIONAL AR
REARAGES.-

"(i) ADJUSTMENTS.-If an appropriations 
bill or joint resolution is enacted for fiscal 
year 1998, 1999, or 2000 that includes an ap
propriation for arrearages for international 
organizations, in tern.a tional peacekeeping, 
and multilateral banks for that fiscal year, 
the adjustment shall be the amount of budg
et authority in such measure and the outlays 
flowing in all fiscal years from such budget 
authority. 

"(ii) LIMITATIONS.-The total amount of 
adjustments made pursuant to this subpara
graph for the period of fiscla years 1998 
through 2000 shall not exceed $1,884,000,000 in 
budget authority.". 

(b) SHIFTING OF DISCRETIONARY SPENDING 
LIMITS INTO THE BALANCED BUDGET AND 
EMERGENCY DEFICIT CONTROL ACT OF 1985.
Section 251 of the Balanced Budget and 
Emergency Deficit Control Act of 1985 is 
amended by adding at the end the following 
new subsection: 

"(c) DISCRETIONARY SPENDING LIMIT.-As 
used in this part, the term 'discretionary 
spending limit' means-

"(1) with respect to fiscal year 1997, for the 
discretionary category, the current adjusted 
amount 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 cat
egory: $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; and 

"(B) for the nondefense category: 
$261,499,000,000 in new budget authority and 
$292,803,000,000 in outlays; 

"(4) with respect to fiscal year 2000, for the 
discretionary category: $537,193,000,000 in new 
budget authority and $564,265,000,000 in out
lays; 

"(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).". 
SEC. 11204. VIOLENT CRIME REDUCTION TRUST 

FUND. 
(a) SEQUESTRATION REGARDING VIOLENT 

CRIME REDUCTION TRUST FUND.-Section 251A 
of the Balanced Budget and Emergency Def
icit Control Act of 1985 is repealed. 

(b) CONFORMING AMENDMENT.-Section 
310002 of Public Law 103-322 (42 U.S.C. 14212) 
is repealed. 
SEC. 11205. ENFORCING PAY-AS-YOU-GO. 

(a) EXTENSION.-Section 252 (2 u.s.c. 902) is 
amended- · 

(1) by striking subsections (a) and (b) and 
inserting the following: 

"(a) PURPOSE.-The purpose of this section 
is to assure that any legislation enacted 
prior to September 30, 2002, affecting direct 
spending or receipts that increases the def
icit will trigger a.n offsetting sequestration. 

"(b) SEQUESTRATION.-
"(1) TIMING.-Within 15 calendar days after 

Congress adjourns to end a session and on 
the same day as a sequestration (if any) 
under sections 251 and 253, there shall be a 
sequestration to offset the amount of any 
net deficit increase in the budget year 
caused by all direct spending and receipts 
legislation (after adjusting for any prior se
questration as provided by paragraph (2)) 
plus any net deficit increase in the prior fis
cal year caused by all direct spending and re
ceipts legislation not reflected in the final 
OMB sequestration report for that year. 

"(2) CALCULATION OF DEFICIT INCREASE.
OMB shall calculate the amount of deficit 
increase, if any, in the budget year by add
ing-

"(A) all applicable estimates of direct 
spending and receipts legislation trans
mitted under subsection (d) applicable to the 
budget year, other than any amounts in
cluded in such estimates resulting from-

"(i) full funding of, and continuation of, 
the deposit insurance guarantee commit
ment in effect on the date of enactment of 
this section; and 

"(ii) emergency provisions as designated 
under subsection (e); and 

"(B) the estimated amount of savings in di
rect spending programs applicable to the 
budget year resulting from the prior year's 
sequestration under this section or section 
253, if any (except for any amounts seques
tered as a result of any deficit increase in 
the fiscal year immediately preceding the 
prior fiscal year), as published in OMB's final 
sequestration report for that prior year; and 

"(C) all applicable estimates of direct 
spending and receipts legislation trans
mitted under subsection (d) for the current 
year that are not reflected in the final OMB 
sequestration report for that year, other 
than any amounts included in such esti
mates resulting from emergency provisions 
as designated under subsection (e)."; 

(2) by amending subsection (c)(l)(B), by in
serting "and direct" after "guaranteed"; 

(3) by amending subsection (d) to read as 
follows: 

"(d) ESTIMATES.-
"(l) CEO ESTIMATES.-As soon as prac

ticable after Congress completes action on 
any direct spending or receipts legislation, 
CEO shall provide an estimate of the budg
etary effects of that legislation. 

"(2) OMB ESTIMATES.-Not later than 5 cal
endar days (excluding Saturdays, Sundays, 
or legal holidays) after the 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 the budgetary ef
fects of that legislation; 

"(B) an OMB estimate of the budgetary ef
fects of that legislation using current eco
nomic and technical assumptions; and 

"(C) an explanation of any difference be
tween the two estimates. 

"(3) SCOPE OF ESTIMATES.-The estimates 
under this section shall include the amount 
of change in outlays or receipts, as the case 
may be, for the current year (if applicable), 
the budget year, and each outyear. 

"(4) 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 
guidelines; and 

"(B) in conformance with such guidelines, 
prepare estimates under this section."; and 

(4) in subsection (e), by striking", for any 
fiscal year from 1991 through 1998,'' and by 
striking " through 1995". 
SEC. 11206. REPORTS AND ORDERS. 

Section 254 of the Balanced Budget and 
Emergency 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)(2) (as redesignated), by 
striking "1998" and inserting ''2002"; and 

(3)(A) in subsection (f)(2)(A) (as redesig
nated), by striking "1998" and inserting 
"2002" ; and 

(B) in subsection (f)(3) (as redesignated), by 
striking " through 1998". 
SEC. 11207. 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 Insur
ance and Indemnity, strike "Indemnity" and 
insert "Indemnities". 

(2) In the item relating to Veterans' Can
teen Service Revolving Fund, strike " Vet
erans''' . 

(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' com
pensation, strike "Veterans' compensation" 
and insert "Compensation". 

(5) In the item relating to Veterans' pen
sions, strike " Veterans' pensions" and insert 
' 'Pensions'' . 

(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 dis
abilities (36--0137--0-1-702); 

"Assistance and services under chapter 31 
of title 38, United States Code, relating to 
training and rehabilitation for certain vet
erans 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, re
lating to housing loans for certain veterans 
and for the spouses and surviving spouses of 
certain veterans Guaranty and Indemnity 
Program Account (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(f) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 is amended to 
read as follows: 
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"(f) OPTIONAL EXEMPTION OF MILITARY PER

SONNEL.-
"(l) The President may, with respect to 

any military personnel account, exempt that 
. account from sequestration or provide for a 

lower uniform percentage reduction than 
would otherwise apply. 

"(2) The President may not use the author
ity provided by paragraph (1) unless he noti
fies the Congress of the manner 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 ACTIVITIES.-(1) 
Section 255(g)(l)(A) of the Balanced Budget 
Emergency Deficit Control Act of 1985 is 
amended as follows: 

(A) After the first item, insert the fol
lowing new item: 

"Activities financed by voluntary pay
ments to the Government for goods or serv
ices to be provided 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 Bu
reau of Indian Affairs, strike "miscella
neous" and insert "Miscellaneous" and 
strike ", tribal trust funds". 

(E) Strike "Claims, defense (97---0102-0--1-
051);". 

(F) In the item relating to Claims, judg
ments, and relief acts, strike "806" and in
sert "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 
Supervision;". 

(M) Strike "Eastern Indian land claims 
settlement fund (14-2202-0--1-806);". 

(N) After the item relating to the Ex
change stabilization fund, insert the fol
lowing 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 Fed
eral Deposit Insurance Corporation, insert 
"(51-4065-0--3-373)" before the semicolon. 

(R) In the third item relating to the Fed
eral 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)" before 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 pro
fessions graduate student loan insurance 
fund, insert "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 edu
cation facilities, strike " and insurance". 

(W) In the item relating to Internal rev
enue collections for Puerto Rico, strike 
"852" and insert " 806" . 

(X) Amend the item relating to the Pan
ama 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 fa
cilities 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 Na
tional 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 
"central" and insert "Central" and insert 
"(25-4470-0--3-373)" before the semicolon. 

(BB) In the third item relating to the Na
tional 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 
National Credit Union Administration, in
sert the following 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 in
sert "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 
government 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 Ten
nessee Valley Authority funds, insert the fol
lowing 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 

Budget and Emergency Deficit Control Act 
of 1985 is amended as follows: 

(A) Strike "The following budget" and in
sert "The following Federal retirement and 
disability". 

(B) In the item relating to Black lung ben
efits, strike "lung benefits" and insert 
"Lung Disability Trust Fund". 

(C) In the item relating to the Court of 
Federal Claims Court Judges' Retirement 
Fund, strike "Court of Federal". 

(D) In the item relating to Longshoremen's 
compensation benefits, insert "Special work
ers compensation expenses," before " Long
shoremen's". 

(E) In the item relating to Railroad retire
ment tier II, strike " retirement tier II" and 
insert " Industry Pension Fund". 

(3) Sec tion 255(g)(2) of the Balanced Budget 
and Emergency Deficit Control Act of 1985 is 
amended as follows: 

(A) Strike the following items: 
" Agency for International Development, 

Housing, and other credit guarantee pro
grams (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 
Treasury 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 following new item: 

"Credit liquidating accounts;". 
(E) Strike the following items: 
"Credit union share insurance fund (25-

4468-0--3-371); 
"Economic development revolving fund 

(13-4406-0--3); 
" Export-Import Bank of the United States, 

Limitation of program activity (83-4027-0--1-
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 ves
sels (13-4417-0--3-376); 

"Government National Mortgage Associa
tion, Guarantees of mortgage-backed securi
ties (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 

financing fund (69-4411-0--3-401); 
" Rural development insurance fund (12-

4155-0-3-452); 
"Rural electric and telephone revolving 

fund (12-4230-8-3-271); 
" Rural housing insurance fund (12-4141-0--3-

371); 
"Small Business Administration, Business 

loan and investment fund (73-4154-0-3-376); 
"Small Business Administration, Lease 

guarantees revolving fund (73-4157-0--3-376); 
" Small Business Administration, Pollution 

control equipment contract guarantee re
volving fund (73-4147-0--3-376); 

"Small Business Administration, Surety 
bond guarantees revolving fund (73-4156-0-3-
376); 

"Department of Veterans Affairs Loan 
guaranty revolving fund (36-4025-0--3-704);". 

(d) LOW-INCOME PROGRAMS.-Section 255(h) 
of the Balanced Budget and Emergency Def
icit Control Act of 1985 is amended as fol
lows: 

(1) Amend the item relating to Child nutri
tion to read as follows: 

" State child nutrition programs (with the 
exception of special milk programs) (12-3539-
0-1-605);". 

(2) Amend the item relating to the Women, 
infants, and children program to read as fol
lows: 

" Special supplemental nutrition program 
for women, infants, and children (WIC) (12-
3510-0--1-605). " . 

(e) IDENTIFICA'I'ION 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 
purposes of subsections (b), (g), and (h), each 
account is identified by the designated budg
et account identification code number set 
forth in the Budget of the United States 
Government 1996-Appendlx, 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 
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of 1985 (relating to optional exemption of 
military personnel) is repealed. 
SEC. 11208. GENERAL AND SPECIAL SEQUESTRA

TION RULES. 
(a) SECTION HEADING.-(1) The section 

heading of section 256 of the Balanced Budg
et and Emergency Deficit Control Act of 1985 
is amended by striking "exceptions, limita
tions, and special rules" and inserting "gen
eral and special sequestration rules". 

(2) The item relating to section 256 in the 
table contents set forth in section 250(a) of 
the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended to read as fol
lows: 
"Sec. 256. General and special sequestration 

rules.". 
(b) AUTOMATIC SPENDING INCREASES.-Sec

tion 256(a) of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended 
by striking paragraph (1) and redesignating 
paragraphs (2) and (3) as paragraphs (1) and 
(2), respectively. 

(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.-(1) For all student 
loans under part B or D of title IV of the 
Higher Education Act of 1965 made during 
the period when a sequestration order under 
section 254 is in effect, origination fees under 
sections 438(c)(2) and 455(c) of that Act shall 
be increased by a uniform percentage suffi
cient to produce the dollar savings in stu
dent loan programs (as a result of that se
questration order) required by section 252 or 
253, as applicable. 

"(2) For any loan made during the period 
beginning on the date that an order issued 
under section 254 takes effect with respect to 
a fiscal year and ending at the close of such 
fiscal year, the origination fees which are 
authorized to be collected pursuant to sec
tions 438(c)(2) and 455(c) of such Act shall be 
increased by 0.50 percent.". 

(d) HEALTH CENTERS.-Section 256(e)(l) of 
the Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended by striking 
the dash and all that follows thereafter and 
inserting " 2 percent." . 

(e) FEDERAL PAY.-Section 256(g)(l) of the 
Balanced Budget and Emergency Deficit 
Control Act of 1985 is amended by inserting 
"(including any amount payable under sec
tion 5303 or 5304 of title 5, United States 
Code)" after "such statutory pay system". 

(f) TREATMENT OF FEDERAL ADMINISTRATIVE 
EXPENSES.- Section 256(h)(4) of the Balanced 
Budget and Emergency Deficit Control Act 
of 1985 is amended by striking subparagraphs 
(D) and (H), by redesignating subparagraphs 
(E), (F), (G), and (I), as subparagraphs (D), 
(E), (F), and (G), respectively, and by adding 
at the end the following new subparagraph: 

"(H) Farm Credit Administration. ". 
(g) COMMODITY CREDIT CORPORATION.-Sec

tion 256(j)(5) of the Balanced Budget and 
Emergency Deficit Control Act of 1985 is 
amended to read as follows: 

"(5) DAIRY PROGRAM.-Notwithstanding 
other provisions of this subsection, as the 
sole means of achieving any reduction in 
outlays under the milk price support pro
gram, the Secretary of Agriculture shall pro
vide for a reduction to be made in the price 
received by producers for all milk produced 
in the United States and marketed by pro
ducers for commercial use. That price reduc
tion (measured in cents per hundred weight 
of milk marketed) shall occur under section 
20l(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 sec-

tion 254, and shall not exceed the aggregate 
amount of the reduction in outlays under the 
milk price support program that otherwise 
would have been achieved by reducing pay
ments for the purchase of milk or the prod
ucts of milk under this subsection during the 
applicable fiscal year.". 

(h) EFFEC'l'S OF SEQUESTRATION.-Section 
256(k) of the Balanced Budget and Emer
gency Deficit Control Act of 1985 is amended 
as follows: 

(1) In paragraph (1), strike "other than a 
trust or special fund account" and insert " , 
except as provided in paragraph (5)" before 
the period. 

(2) Strike paragraph (4), redesignate para
graphs (5) and (6) as paragraphs (4) and (5), 
respectively, and amend paragraph (5) (as re
designated) to read as follows: 

"(5) Budgetary resources sequestered in re
volving, trust, and special fund accounts, 
and offsetting collections sequestered in ap
propriation accounts shall not be available 
for obligation during the fiscal year in which 
the sequestration occurs, but shall be avail
able in subsequent years to the extent other
wise provided in law.". 
SEC. 11209. THE BASELINE. 

Section 257 of the Balanced Budget and 
Emergency Deficit Control Act of 1985 is 
amended-

(1) in subsection (b)(2) by amending sub
paragraph (A) to read as follows: 

"(A)(i) Except as provided in clause (ii), no 
program with estimated current year out
lays greater than $50,000,000 shall be assumed 
to expire in the budget year or the outyears. 

"(ii) Clause (i) shall not apply to a program 
if legislation establishing or modifying that 
program contains a provision stating 'Sec
tion 257(b)(2) of the Balanced Budget and 
Emergency Deficit Control Act of 1985 shall 
not apply to the program specified in of 
this Act.', the blank space being filled in 
with the appropriate section or sections of 
that legislation. 

"(iii) No bill, resolution, amendment, mo
tion, or conference report shall be subject ta 
a point of order under section 306 of the Con
gressional Budget Act of 1974 solely because 
it includes the provision specified in clause 
(ii). 

"(iv) Upon the expiration of the suspen
sions contained in section 171 of Public Law 
104-193 with regard to a program in such Act 
with estimated fiscal year outlays greater 
than $50,000,000, that program shall be as
sumed to operate under that Act as in effect 
immediately before reversion to the laws 
suspended by such Act.'' 

(2) by adding the end of subsection (b)(2) 
the following new subparagraph: 

"(D) If any law expires before the budget 
year or any outyear, then any program with 
estimated current year outlays greater than 
$50 million which operates under that law 
shall be assumed to continue to operate 
under that law as in effect immediately be
fore 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 other than a loan asset 
shall not be counted against legislation if 
that sale would result in a financial cost to 
the Federal Government. " . 
SEC. 11210. TECHNICAL CORRECTION. 

Section 258 of the Balanced Budget and 
Emergency Deficit Control Act of 1985, enti
tled " Modification of Presidential Order", is 
repealed. 

SEC. 11211. JUDICIAL REVIEW. 
Section 274 of the Balanced Budget and 

Emergency Deficit Control Act of 1985 is 
amended as follows: 

(1) Strike "252" or " 252(b)" each place it 
occurs and insert " 254". 

(2) In subsection (d)(l)(A), strike " 257(1) to 
the extent that" and insert " 256(a) if", strike 
the parenthetical phrase, and at the end in
sert ''or''. 

(3) In subsection (d)(l)(B), strike " new 
budget" and all that follows through "spend
ing authority" and insert "budgetary re
sources" and strike " or" after the comma. 

(4) Strike subsection (d)(l)(C). 
(5) Strike subsection (f) and redesignate 

subsections (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 ·'fig
ures", and "251(a)(2)(B) or (c)(2)," and insert 
" 254". 
SEC. 11212. 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, sec
tion" and inserting " Sections 251, 253, 258B, 
and"; 

(2) by striking "1995" and inserting "2002"; 
and 

(3) by adding at the end the following 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. 11213. REDUCTION OF PREEXISTING BAL

ANCES AND EXCLUSION OF EFFECTS 
OF THIS ACT FROM PAYGO SCORE
CARD. 

Upon the enactment of this Act, the Direc
tor 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 
direct spending outlays and receipts under 
subsection (d) of such section 252 for any fis
cal year resulting from the enactment of this 
Act or the Revenue Reconciliation Act of 
1997. 

The SPEAKER pro tempore. The gen
tleman from Ohio [Mr. KASICH] and the 
gentleman from South Carolina [Mr. 
SPRATT] each will be recognized for 90 
minutes. 

The Chair recognizes the gentleman 
from Ohio [Mr. KASICH]. 

Mr. KASICH. Mr. Speaker, I yield 
myself as much time as I may con
sume, and hopefully it will be short. 

Let me just open the debate my mak
ing it very clear what we are about to 
do here today. 

For those people who have watched 
the efforts to balance the budget over 
the course of the last 10 to 12 years, 
and I want to direct my remarks to a 
degree to my friend from Indiana, there 
has been great skepticism about any 
plan to balance the budget because 
what is involved is saying we will make 
the savings later in exchange for some 
increases or some tax increases today, 
and we will get around to it late~. 

What we are about to do today is to 
enact in permanent law the changes 
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that are necessary in the entitlement 
programs that will accumulate the sav
ings that will allow us to balance the 
budget over the course of the next 5 
years, and so what I want everyone in 
this Chamber to understand is, as we 
enact the changes in permanent law, 
for example, that affect Medicare, we 
will accumulate savings as long as 
those changes in the law remain intact. 
In order for us to lose those savings, we 
would have to change the law again. 
We are not going to do that. We are not 
only going to do this in regard to Medi
care in an effort to save Medicare and 
extend the life of Medicare for 10 years, 
but we are doing it in all the entitle
ment programs. 

So what we are about today is to 
enact into permanent law those 
changes that will result in the savings 
of billions upon billions of dollars; over 
the course of the next 10 years, ap
proximately a savings of $700 billion in 
mandatory savings, the largest in his
tory. 

At the same time, in this bill we are 
putting in place spending caps for the 
operations of Government. These 
spending caps mean that, if we spend 
more than what we have budgeted for, 
then we have the Sword of Damocles 
come down, and it just cuts all spend
ing above those caps. Those caps are 
enforceable. Real savings will result 
from limiting the growth of the pro
grams which operate the Government 
to a growth of about half a percent as 
compared to 6 percent over the last 10 
years. 

So what we are about doing today is 
to pass the first real bill that will 
enact the permanent changes into law 
that will result in a balanced budget by 
2002. It is not a wish, a prayer, a hope, 
a dream; it is reality. 

Mr. ROEMER. Mr. Speaker, will the 
gentleman yield? 

Mr. KASICH. I yield to the gen
tleman from the Hoosier State. 

Mr. ROEMER. Mr. Speaker, I appre
ciate the gentleman directing his 
events across the aisle in a bipartisan 
way because I intend to vote for this 
reconciliation package. 

I would say that it is not only impor
tant to work in a bipartisan way to 
balance the budget, but this is a defin
ing vote for the Democratic Party. It is 
a vote that, while working with our 
Democratic President and the majority 
Republican Party who control the 
House and the Senate, we have been 
able to save over $700 billion that we 
will not have to borrow over the next 
10 years, and at the same time that 
many of us Democrats believe in bal
ancing the budget, we believe in doing 
it in a fair, equitable and just manner. 

Spending money on a brand-new ini
tiative for children's health, $16 billion 
over 5 years for uninsured children; 
that would not have happened without 
our input into this process. 

The largest Pell grant increase in the 
history of the Pell grant program to 

help our struggling families get their 
children a college education; that 
would not have happened without the 
President and the Democratic minori
ties in the Senate and the House work
ing with the Republican majority. 

There are lots of things that we be
lieve very firmly will benefit the hard
working people of this country in this 
balanced budget proposal that we hope 
will receive a number of Democratic 
votes here on the floor, and I appre
ciate the hard work. And next door in 
the Buckeye State, with the gentleman 
from Ohio [Mr. KASICH], we oftentimes 
work together on some of the budg
etary matters, and I am very anxious 
to work with the President and with 
the Senate, the other body, and im
prove this bill even further in con
ference. 

Mr. KASICH. Mr. Speaker, I reclaim 
my time and suggest that I think what 
everyone should be very happy about 
today is that what we are about to do 
here again, so that there can be no con
fusion with our colleagues or the peo
ple who advise our colleagues, we are 
about enacting the real savings that 
will accumulate to balance the budget. 
It is not based on some targets, it is 
not based on some jerry-rigged mecha
nism. It is based on controlling the 
growth of entitlement programs in a 
variety of areas, and I want to com
mend the gentleman for being here and 
supporting this effort today. 

Let me also spend a few minutes 
talking about the Medicare portion of 
this. We have not only enacted the sav
ings that will preserve Medicare for 10 
years, but at the same time we have 
also been able to offer a program that 
will give our senior citizens more 
choice on health care. · 

Furthermore, it will permit physi
cians to group together to compete 
against insurance companies. We think 
that allowing physicians to be able to 
group together to compete against in
surance companies will result in con
sumers having a leg up on the current 
process. I am delighted it happened. 

Furthermore, included in this is 
something that is controversial, but I 
want to commend the minority for not 
doing some.rsaults over this; it is the 
program to allow our senior citizens to 
have more choice by being able to pur
chase medical savings accounts in this 
product. 

In addition to that, we have also got 
some control in the area of the home 
health care and skilled nursing facili
ties, which have been the most rapidly 
growing portion of Medicare. We are 
now going to have an i tern called pro
spective payments where we do not 
just turn the faucet on and let all the 
dollars run out. We want to hold people 
accountable who deliver these services. 

So we have a variety of things in this 
program that, in fact, will empower 
seniors, give them more choices, we be
lieve improve the quality of care, and 

at the same time save $115 billion over 
the next 5 years which is very similar 
to what we had proposed 2 years ago . 

So I think this is just a terrific ac
complishment. In the area of MedicG)..id 
we have released the States from a 
number of provisions designed by the 
Federal Government to tell States how 
to regulate the Medicaid program. We 
have decided that there are some rea
sonable provisions where the Governors 
of our country ought to be given flexi
bility to manage their program better 
so that they can provide more care to 
those who are in need of it without 
micromanaging the program from 
Washington. We think it is terrific. 

And we did make a few reforms in 
welfare where we took a look at what 
we did last year, and we said if there 
are some areas where perhaps we could 
improve the bill, make it more compas
sionate, we agreed to do it. But we did 
not walk away from the basic commit
ment that we made to the American 
people to end the entitlement program, 
to make sure that able-bodied people 
go to work and to make sure that this 
program will be run at the State level. 

Now I want to just suggest today 
that the ability to enact these pro
grams is really a huge step forward in 
beginning to address the problem of 
what can be generational warfare in 
this country. We are by no means at an 
end. No one who watches this debate 
should think that everything is now 
copasetic. It is not. 

We are, in fact, going to have to 
come back and give people more power, 
more flexibility, more control of the 
resources that they earn in their life
time to invest in their own retirement, 
in a retirement program called Social 
Security where hopefully we can pre
serve that program and yet let people 
have more flexibility to earn more 
money based on their earnings. We 
know that there has to be a major 
overhaul of the Social Security pro
gram that will preserve, protect and 
enhance Social Security. We are going 
to have to work on a bipartisan basis 
in order to guarantee that our children 
are not consigned to spending all of 
their life working to pay our benefits. 
I think we can achieve it, and we are 
going to have to do it together because 
Social Security is as American as the 
flag and apple pie, and we are going to 
stand behind it, but we are going to 
have to improve it, and we are going to 
have to innovate it. 

In the area of Medicare it is very 
clear that we are going to have to 
move toward a greater voucher system 
where senior citizens are going to hold 
a chec~ and the health care providers 
in this country are going to have to 
compete for the right to provide qual
ity care to our senior citizens. 

0 1345 
It is one of the answers that I believe 

will help us be able to deal with the 
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tremendous influx into the retir ement 
programs of our baby boomers, and in 
the area of Medicaid, a lot more reform 
needs to be done in Medicaid. Frankly, 
we have to wonder why we do not cre
ate a system where the baby boomers 
begin to provide for their own long
term care. 

The gentlewoman from Connecticut 
is intimately involved in trying to cre
ate a program to really move Medicaid 
to be a program for the disabled and 
the children, and that we need to en
courage the baby boomers in this coun
try to buy long-term care insurance so 
that we do not become a burden on our 
children. 

The fact is, we cannot afford a 
generational war in this country. What 
we have done is to take the first step 
to show the country that we can, in a 
responsible way, begin to get a handle 
on entitlement programs, balance the 
budget, transfer power from this city 
into the hands of individuals who are 
the recipients of these programs, bring
ing greater innovation, bringing great
er imagination to the effectiveness of 
these programs by transferring them 
out of a Washington model and putting 
them into the hands of people across 
the country. 

I think that if we can be successful 
here, we will gain some of the con
fidence of the American people that all 
of us know we must take to deal with 
the problems of the next generation; 
we will gain confidence and credibility 
from the public when we take that next 
difficult, but clearly exciting step to 
preserve many of these programs for 
the American people. 

So today we have so many things 
that we can be proud of, so many 
things that we can be excited about. 
But this is that step that will provide 
for a balanced budget in the year 2002 
in a real way. 

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

Mr. SPRATT. Mr. Speaker, I ask 
unanimous consent to yield 45 minutes 
to the gentlewoman from Connecticut 
[Ms. DELAURO] , and that she be allowed 
to control and yield that time. 

The SPEAKER pro tempo re (Mr. 
DREIER). Is there objection to the re
quest of the gentleman from South · 
Carolina? 

There was no objection. 
Mr. SPRATT. Mr. Speaker, I yield 

myself such time as I may consume. 
I cannot pass up the opportunity to 

observe , as I have before , why it is we 
are here at this moment. Five years 
ago , the date I always pick as January 
13, 1993, just before George Bush left of
fice , his Economic Report of the Presi
dent came to the Congress and it indi
cated, projected, that the deficit for 
that year, fiscal year 1993, would be 
$332 billion. Within a few months, we 
passed in the House and in the Senate 
and sent to the President a deficit re
duction plan, only with Democratic 

votes , passed by the skin of its teeth, 
which sought to cut that deficit in half 
over the next 5 fiscal years. The results 
are a matter of record. 

The deficit fell in fiscal year 1993 to 
$255 billion, in fiscal 1994 to $203 billion, 
in fiscal year 1995 to $164 billion, and 
last year, September 30, 1996, the def
icit was $107 .8 billion. Both OMB and 
CBO projected that the deficit will be 
well below $75 billion on September 30, 
1997, when we close the books on this 
fiscal year. 

So we can credibly say that we are 
within reach of a balanced budget be
cause of what we did at some political 
expense in 1993. This could be for many 
of us, a sweet occasion, a very satis
fying moment. Instead, it is a little 
bittersweet. 

Mr. Speaker, less than a month ago, 
we passed a budget agreement here in 
the House, sent it to the other body 
and they passed it as well , that de
served the name bipartisan. Mr. Speak
er, 132 Democrats voted for that agree
ment, and today, 132 or more would 
come back to the well of the House and 
vote for it again if the budget agree
ment we made a few weeks ago were 
simply carried out, straightforwardly 
implemented in the bill that is before 
us. 

Unfortunately, it is not. This bill 
does not fully realize the goals that we 
set out in the balanced budget agree
ment. It is still a work in process, very 
much something that is yet to be real
ized. That is why the administration 
requested us in a letter they sent today 
to pass a bill to move the process, not 
that they are endorsing this bill, but 
they endorse the process, because their 
expectation is that it can be perfected 
in conference, which remains to be 
seen. 

Here are just a few of the ways that 
we have fallen short. The philosophy of 
our negotiation was that each side , 
Democrats and Republicans, would 
come out of the negotiation with some
thing that each of us could claim we 
had won, some distinct victory. For 
our part we chose as a victory edu
cation, the President's request for edu
cation, and an initiative in the area of 
children's health care , another step to
ward providing health care for the mil
lions of Americans who do not have it. 

The goal we set for ourselves was to 
get at least 5 million children of the 
10.5 million children in working poor 
families who do not have coverage cov
ered with health insurance. We set 
aside an earmark $16 billion of new 
spending resources in this bill in order 
to accomplish that. 

Unfortunately, the committee of ju
risdiction in its mark of this bill gave 
us a block grant that provides us no as
surance that this $16 billion will reach 
the children for whom it was intended. 
CBO has cast grave doubt as to whether 
we will even get a fraction of those 
children. So we have fallen short of a 

goal that we all ostensibly shared and 
should share, and that is , get at least 
half of that 10 million children covered. 
That is why I say this bill needs im
provement. 

Next, provisions were added to the 
bill that were never contemplated, 
never discussed in the course of the 
budget negotiations. In dealing with 
welfare to work and with workfare par
ticipants, provisions were added that 
would deny workfare participants the 
protections of the Federal Labor 
Standards Act, deny them the right to 
be called employees and all the rights, 
benefits and privileges pertinent there
to under Federal law. 

In dealing with the food stamp provi
sion which now requires able-bodied 
food stamp benefici~ries between the 
ages of 18 and 50 to work in order to get 
their food stamps, we have provided $1 
billion in order to see to it that 350,000 
workfare slots would be available so 
that these food stamp participants, if 
they could not find a job, could at least 
get workfare and continue to get their 
food stamps. We have not realized that 
goal in the bill before us. 

Then in this bill, which is a must
pass piece of legislation, everybody 
knows it is a moving vehicle and it is 
going on a fast track, some bitter pills 
were added by people who are ardent 
proponents of various projects that 
have nothing to do with reconciliation. 
This bill contains a new medical mal
practice code, a far-reaching innova
tion for the Federal Government. I 
voted for that before. I have actually 
written the title, the Rowland-Bili
rakis bill that dealt with it, but there 
are many Members on my · side for 
whom this is a bitter pill to swallow. 
The same goes for the Hyde amend
ment, which I voted for before , but 
many Members on my side simply 
think it has made the kids ' care bill 
something that they cannot support 
until it is removed. 

Go down the list; 500,000 MSA's , med
ical savings accounts, never discussed 
in our agreement, never contemplated, 
and scored by the Congressional Budg
et Office not to save money in a bill 
where we are trying to shore up and re
store solvency to Medicare or shore up 
and eradicate the deficit; this will cost 
the Medicare Program $2 billion over 
the next 5 years , an expensive experi
ment. 

So all of this is hard to swallow for 
Democrats. Some Democrats today, as 
a consequence, who could be counted 
on to come to the floor as they did in 
1993, as they did just a few weeks ago, 
and vote to eradicate the deficit and 
balance the budget will be forced to 
vote no today. It is not because they do 
not want to balance the budget, it is 
because they think the deal that they 
supported just a few weeks ago has not 
been upheld and has been actually 
breached. 

Some, like me, will vote for the 
budget reconciliation bill before us. I 
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vote for it for two strong and substan
tial reasons. First of all, as the bill 
began to emerge from the pipeline of 
the different authorizing committees, 
and we began to note its problems that 
had to be corrected and cleaned up, the 
gentleman from Ohio [Mr. KASICH] 
worked in earnest and in good faith 
with me to work off a list of things 
that I thought we could correct here in 
the House between the reporting of the 
budget resolution and the rule that was 
considered today. Much of that was ac
complished in the self-implementing, 
self-executing rule that we passed just 
a few minutes ago. 

In that same spirit of good faith, I 
am betting that that same cooperation 
will continue into conference so that 
we can, through one means or another, 
negotiations with the Senate, the 
President's veto threat, whatever the 
device may be, we can take this work 
in progress and bring it back to what it 
was just a few weeks ago, a bill that we 
could call a balanced bill to balance 
the budget, a bill that is truly bipar
tisan, one that we can all vote for. 

It is in the hope that we can obtain 
that objective that I will support this 
bill, but I say to all Members of the 
House, Democrats and Republicans 
alike, it is still very much a work in 
progress and it needs and requires a lot 
of work before final passage. 

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

The SPEAKER pro tempore. Without 
objection, the gentleman from Con
necticut [Mr. SHAYS] will control the 
time of the gentleman from Ohio [Mr. 
KASICH]. 

There was no objection. 
Mr. SHAYS. Mr. Speaker, I yield 4 

minutes to the gentlewoman from 
Texas [Ms. GRANGER]. 

Ms. GRANGER. Mr. Speaker, I rise in 
strong support of the first balanced 
budget since 1969, the year that Neil 
Armstrong walked on the moon. Neil 
Armstrong's giant leap for mankind is 
the second thing I remember about 
1969. Mr. Speaker, 1969, the last year 
the budget was balanced, was also the 
year my first child was born. I proudly 
watched that young man walk down 
the aisle to receive · his doctor of juris
prudence just 3 weeks ago. That means 
my oldest son has not seen a balanced 
budget since the year he was born. My 
twins, born 2 years later, have never 
seen a balanced budget in their life
times. 

Today we can change that. The legis
lation we consider today will balance 
the budget by 2002, if not sooner. Our 
plan will put the Federal budget into 
surplus through the year 2007. This is 
the most important thing we can do for 
our children's future. 

But this plan does much more. In ad
dition to helping our children, this bal
anced budget downsizes Washington to 
return power, money, and decisions 
back to families, neighborhoods, and 

communities. As the mayor of Fort 
Worth, TX, I learned that local com
munities need more power and less 
mandates from Washington. The bal
anced budget we will continue today 
will reduce Washington spending as a 
percentage of our· economy to the low
est level since 1974. 

This plan keeps our commitment to 
our parents and grandparents by pre
serving Medicare. This balanced budget 
adds 10 years to the life of Medicare; it 
provides our parents with more health 
care choices, the same heal th care 
choices as their children and grand
children. 

This plan keeps our commitment to 
education. I taught school for 9 years 
as a public school teacher, and I 
learned that there is nothing more im
portant than education. By eliminating 
the deficit, a balanced budget will 
lower the cost of a typical student loan 
by nearly $9,000. College education will 
be more affordable to young men and 
women across this country. 

This budget agreement keeps our 
commitment to future generations by 
balancing the budget; to our parents 
and grandparents by preserving Medi
care; and to America's future by mak
ing education for our children more af
fordable and available. Let us stand up 
for America's children, its seniors and 
its students and its future and support 
this balanced budget agreement. 

Ms. DELAURO. Mr. Speaker, I yield 
16 minutes to the gentleman from 
Michigan [Mr. BONIOR]. 

Mr. BONIOR. Mr. Speaker, I thank 
my distinguished colleague from Con
necticut for yielding me this time. 

Mr. Speaker, this budget bill that we 
have on the floor breaks the deal, and 
it does so not in one or two places, it 
does so in about 12 different areas, 
major areas of law. 

D 1400 
What it also does, this bill and the 

tax bill we will consider tomorrow that 
the Republicans are rushing through 
this Congress will spawn the worst eco
nomic inequality that Americans have 
experienced in the past century. We are 
experiencing in this country today a 
situation in which those at the top are 
moving further and further away from 
the rest of the country. 

We can see it. We used to be first in 
wages and benefits. Now we are 13th 
among Western developing countries. 
Eighty percent of the American people 
have not had a raise in wages since 
1979. The top 20 percent are doing very 
well. The difference between the CEO 
in 1960 and the average worker was 
about 12 times difference in salaries. 
Today it is 209 times. They make 209 
times more than the average worker. 
Now we are codifying all of that into 
law today and tomorrow. 

The Republican tax bill we are going 
to deal with tomorrow gives more ben
efits to the richest 1 percent of Ameri-

cans than to the bottom 60 percent 
combined. The top 1 percent get more 
than the 60 percent. Rollbacks in the 
corporate minimum tax is a $232 billion 
giveaway. Look at the chart here. Back 
in the early 1960's the corporations 
paid roughly close to 25 percent of the 
taxes in this country. It got down to 
about 7 percent in 1982. 

It was so embarrassing to the Repub
licans and the rest of the country, be
cause companies like Texaco and 
AT&T and Boeing were not paying any 
Federal taxes, so we put together a cor
porate minimum tax. It started to go 
up just a little bit since then. 

This bill sends us this back down by 
giving them a $22 billion break; when 
we add all of the breaks on capital 
gains through inflation, $650 billion 
costs over the period of outyears. 

Another point I would like to make 
is that the Republican tax bill actually 
raises taxes on the bottom 40 percent 
of Americans. It gives all these breaks 
to the people at the top, raises taxes on 
the bottom 40 percent. If the Repub
licans were not writing this into law, I 
would call it robbery. 

The second point, the tax and spend
ing bills give giant corporations the 
power to create second-class citizens 
who do not have the same rights as the 
rest of us. I ask the Members, is it fair 
to deny some Americans their rights 
under the Family and Medical Leave 
Act that we all worked so hard for 
here, the Equal Pay Act, the Civil 
Rights Protection Act, OSHA safety 
standards? 

Is it right to deny a person the abil
ity to defend themselves against sexual 
harassment? Is it fair to pay workers 
on a contract basis, denying them the 
minimum wage, health benefits, pen
sion benefits? This country was found
ed on the basic principle that we are 
created equal, but these bills today and 
tomorrow say that some people, mostly 
families struggling to raise their chil
dren, are less than equal, that they do 
not deserve the same rights as other 
Americans. That is not just a slippery 
slope, that is a jagged cliff. If all Amer
icans do not share the same rights, 
then none of us have them. 

The third point, the Republican tax 
and spending bills violate the bipar
tisan budget agreement. Three of the 
most important violations are that it 
reneges on a third of the promised 
funding for education, shortchanging 
particularly students from working 
families. It also reneges on heal th care 
coverage for 90 percent of the children 
who will be covered under the original 
agreement, and gives this funding to 
States with no guarantee that they are 
going to spend it on kids for their 
health insurance. 

The agreement called for covering 5 
million children, but the spending bill 
covers only about 500,000, and leaves 
out 4.5 million children. It also effec
tively slashes funding for children's 
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hospitals serving children from poor 
and working class families perhaps 
causing some of these vital hospitals to 
shut down. 

These bills punish working families 
and reward the wealthiest and big na
tionals. More benefits to the richest 1 
percent, and 60 percent of the rest of 
the folks, from zero to 60 percent, those 
benefits equal the top 1 percent. Is that 
just? Is that fair? We believe in a bal
anced budget, tax cuts for working 
families, and fairness. We will fight for 
that. 

Tomorrow, with our tax bill that tar
gets ours to working families, not the 
very wealthy in this country, we will 
fight that, and we will fight that today 
when we take on what the Republicans 
have proposed here with respect to 
what we believe is breaking the agree
ment. 

Ms. DELAURO. Mr. Speaker, will the 
gentleman yield? 

Mr. BONIOR. I yield to the gentle
woman from Connecticut. 

Ms. DELAURO. Mr. Speaker, I thank 
the gentleman from Michigan for yield
ing to me, and want to pick up a couple 
of points he has laid out here. 

I urge my colleagues to vote against 
this bill, because in fact it does violate 
the bipartisan budget we passed earlier 
this month. In particular one of the 
areas where it is an outrage is what 
they have done in the whole issue of 
health care for children in this coun
try. It denies working families the help 
they need to provide health care for 
their children. They have violated that 
very basic tenet of this agreement. 
There is no assurance of coverage for 
at least half of the 10 million children 
in the Nation today who do not have 
access to health insurance. 

Children living without health care 
coverage are hurt in so many ways in 
this country. They are less likely to 
have a family doctor, to receive pre
ventive care, and they are less likely to 
have treatment for serious illnesses. 
They are less likely to grow up heal thy 
and productive. The problem is not 
going away because every day in this 
country another 3,300 kids lose their 
heal th insurance. 

Mr. BONIOR. That bears repeating; 
every day in this country 3,300 kids in 
this country lose health insurance be
cause employers are cutting back these 
benefits. Where are the kids going to 
go? This plan does nothing, nothing for 
them. 

Ms. DELAURO. I might just add, Mr. 
Speaker, that the agreement clearly 
states $16 billion would be spent to 
cover half the kids. It has been esti
mated by the Congressional Budget Of
fice that the bill would cover only 
520,000 of those 10 million kids. That is 
coverage of less than 20 percent of the 
children who do not have access to 
heal th care today. 

I might add that the children who do 
not have access to health care today 

are the sons and the daughters of work
ing families. These are people whose fa
thers and mothers are working every 
single day in order to protect their 
kids, and they are without health in
surance. 

This bill offers no assurance that 
even one additional child will receive 
health care insurance. But what my 
Republican colleagues have done is in
stead they are going· to send this 
money to the States with no require
ment at all that the funds be used to 
give kids the health care that they 
need. There is nothing that says that 
this money needs to be used to pay for 
heal th insurance for kids today. 

The Republicans in fact are turning 
their back on working middle class 
families today. They are going to not 
allow our youngsters to grow up 
heal thy and strong. 

Mr. DOGGETT. Mr. Speaker, will the 
gentleman yield? 

Mr. BONIOR. I yield to the gen
tleman from Texas. 

Mr. DOGGETT. Mr. Speaker, I voted 
for this balanced budget agreement. 

Mr. BONIOR. I did, too. So did the 
gentlewoman from Connecticut [Ms. 
DELAURO]. 

Mr. DOGGETT. Really, is not the 
measure what one would properly call 
a wreckonciliation bill, in that it 
wrecks the balanced budget agree
ment? 

Mr. BONIOR. I agree 100 percent, in 
that it wrecks it on a number of fronts, 
some of which we have just talked 
about. 

Mr. DOGGETT. Indeed, when we 
talked about getting a balanced budget 
agreement that has true balance, I al
ways thought the idea was that there 
would be shared sacrifice, shared bur
den, but it would appear that those at 
the top of the economic ladder now get 
to share, and those that are trying to 
climb up, they just get the burden. 
Does it appear that way to the gen
tleman? 

Mr. BONIOR. Mr. Speaker, I think 
the gentleman is absolutely correct. 
We can tell from this graph on the tax 
piece that the multinational corpora
tions and giant corporations get a $22 
billion break. We are talking about, as 
I said earlier, the top 1 percent getting 
as much in benefits as 60 percent of the 
American people, working Americans 
in this country. Where is the justice? 
Where is the fairness there? 

Mr. DOGGETT. If there is a family 
out there, maybe both parents having 
to try to work just to make ends meet 
and at the same time trying to create 
a good family environment for their 
kids. If they work for someone that 
does not provide health insurance, this 
bill, this wreckonciliation bill, says to 
them, you have to go forward with no 
health insurance, but it says to a giant 
multinational corporation, can we cut 
your taxes a little bit more? 

Mr. BONIOR. Mr. Speaker, the gen
tleman is right, he has got it. That is 

exactly where we are headed on this 
bill here. It is reneging on the promise 
that was made over the agreement. It 
is inequitable, it is unfair, and puts the 
burden on those who can least afford to 
bear it. 

Mr. DOGGETT. Indeed, for the ordi
nary young working families, does this 
reconciliation bill really offer them 
much of anything? 

Mr. BONIOR. It offers them virtually 
nothing. 

In terms of the budget, let me just 
tell my Republican colleagues and 
those Members on the floor here, it was 
in 1993, if we are talking about offering 
people a balanced budg·et, it was Demo
crats on every single one of the votes 
that passed that bill that reduced the 
deficit from $300 billion. 

It was in 1993 that we passed the bal
anced budget in this country. The 
budget was at about $300 billion. That 
bill, that was supported by Democrats 
only, not a Republican in the House 
and Senate supported that bill, brought 
the deficit down from an annual $300 
billion deficit all the way down to 
roughly $60 billion this year. 

What we are trying to do is maintain 
that, maintain that progress, and make 
it equitable in terms of working Amer
icans. This bill does not do it. It moves 
us back in the opposite direction, with 
huge outyears, deficits in the outyears, 
because of what we will see tomorrow 
in the Republican bill on taxes by in
dexing capital gains. It does not dis
tribute the benefits fairly in this par
ticular bill, as we have discussed with 
children's health care, as we have dis
cussed with a variety of other issues in 
terms of the workplace. 

Mr. DEFAZIO. Mr. Speaker, will the 
gentleman yield? 

Mr. BONIOR. I yield to the gen
tleman from Oregon. 

Mr. DEFAZIO. Mr. Speaker, the gen
tleman just made the most salient 
point there. The cuts today are de
signed to cut taxes for the largest cor
porations in America and the wealthi
est. Some of these cuts are extraor
dinarily cruel. They cannot be denied 
by my friends who will stand on the 
other side of the aisle: a 20-percent cut 
in home health oxygen benefits for sen
iors, and a freeze to the year 2002. 

Let me just read from one con
stituent, of the many letters I got: 
Dixie McNutt, Springfield, OR, my 
hometown. Dixie says, "Having oxygen 
allows people like me to enjoy the 
comforts of home and to feel as though 
we are still an active part of the fam
ily. Without this benefit, the choice 
seems to be living at home without 
breathing, or spending our remaining 
days in the hospital, which would cost 
both Medicare and the patient much 
more. " 

So today, Congress will cut $2 billion 
out of home health oxygen benefits for 
seniors and the disabled to pay for one
tenth of the repeal and the gutting of 
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the alternative minimum tax for cor
porations, because it will be too much, 
too much to ask the largest corpora
tions in America to just pay maybe 5 
or 10 percent of their profits in taxes, a 
fraction of what working Americans 
pay out of their paycheck every month. 
This is a travesty. It should not pass. I 
stand against this bill. 

Mr. BONIOR. I thank my colleague. 
Mr. Speaker, what we have here is a 

replay, really, of the last Congress. 
They are taking dollars out of chil
dren's hospitals, they are taking dol
lars that were intended for children's 
health insurance benefits, they are 
taking benefits away from workers all 
over this country, and where are they 
putting it? They are putting it into 
taking care of the biggest corporations 
in this country and the wealthiest indi
viduals in this country. It is indeed one 
of the biggest tr an sf ers of weal th we 
will see here in many a moon. 

Mr. KENNEDY of Rhode Island. Mr. 
Speaker, will the gentleman yield? 

Mr. BONIOR. I yield to the gen
tleman from Rhode Island. 

Mr. KENNEDY of Rhode Island. Mr. 
Speaker, I think what this reconcili
ation bill really does is it shows where 
the majority party, the Republican 
party's, true priorities are. Clearly, 
their priorities are not with our Na
tion's senior citizens, who are now 
going to get the cold shoulder because 
of the MSA accounts that are provided 
for in this bill, which basically allows 
the skimming to be done by insurance 
companies, so they can get the health
iest and wealthiest who do not have to 
pay the deductible, and be able to tar
get those very healthy and wealthy 
people, leaving the poorest elderly, the 
most frail elderly, the ones that have 
the most costs to bear with respect to 
that. 

In addition to that, the bill also, as 
the gentleman said, makes sure that 
we do not provide the needed invest
ment for health insurance for children, 
making sure that all the children in 
this country get the necessary health 
care that they need. 

Finally, as the gentleman mentioned, 
all this does is shift the burden of our 
taxes from the top 1 percent of this 
country to the bottom 60 percent. I 
think the gentleman pointed out cor
rectly that, is it not correct that the 
tax cut that this reconciliation bill 
provides for, including the tax bill, has 
a tax cut larger for the top 1 percent 
than for the aggregate of the bottom 60 
percent? 

Mr. BONIOR. The gentleman has 
stated it correctly. The top 1 percent 
gets as much as the bottom 60 percent 
in this country. 

Mr. KENNEDY of Rhode Island. 
While the senior citizens do not get the 
necessary health insurance, as my col
league, the gentleman from Oregon, 
just mentioned; while children do not 
get the necessary health insurance 

they need, and while legal immigrants 
still go without SSI, based upon the 
Republican discriminatory bill with re
spect to our legal immigrants not 
being provided adequate SSI coverage. 

Mr. SANDERS. Mr. Speaker, will the 
gentleman yield? 

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

Mr. SANDERS. Mr. Speaker, let us 
put this bill into the context of what is 
happening in America today. Every
body knows what is happening. The 
richest people are becoming richer, the 
middle class is being squeezed, and 
most of the new jobs being created are 
low-wage jobs. 

Given that context, what sense is it 
that we have legislation under which 58 
percent of the benefits go to the top 5 
percent, corporations see a reduction 
in their tax burden, while the bottom 
40 percent of income earners see no 
benefits at all? In other words, we have 
got this thing completely backwards. 
We are helping those people who do not 
need help, and we are not helping those 
people who are in desperate need of 
help. Furthermore, under this legisla
tion, Medicare will be cut $115 billion 
over a 5-year period. 

The Vermont Association of Hos
pitals estimates that will be a $75 mil
lion cut from hospitals, rural hospitals 
all over America who will be hurt, 
meaning there will be lower quality 
health care for our senior citizens. 

0 1415 
Tax breaks for the rich and the peo

ple who do not need it, cuts in Medi
care and a reduction in the quality of 
health care for our senior citizens, 
those people who do need help, I urge a 
" no" vote on this absurd piece of legis
lation. 

Mr. SHAYS. Mr. Speaker, ! ·yield my
self 1 minute, to say that tomorrow we 
will be debating the tax bill. As the bi
partisan joint tax committee of Con
gress estimates, 76 percent of all the 
benefit goes to people who make less 
than $75,000, totally contrary to the 
facts that have been shouted out in the 
last 20 minutes. Ninety-two percent of 
the benefits go to people making under 
$100,000. 

We will be debating the tax bill to
morrow. It will be very, very clear who 
benefits. We will realize the people who 
benefit are the middle class in this 
country. Today we are debating a 
spending bill, a spending bill that al
lows spending to go up 3 percent a 
year, that allows Medicare to go up at 
7 percent a year each year, not a cut, a 
significant increase. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from Florida [Mr. SHAW]. 

Mr. SHAW. Mr. Speaker, I thank the 
gentleman for yielding me the time. 

It is not necessary to stand here and 
yell when we have the facts with us. 
We definitely have the facts with us. 

That is that 76 percent of the tax 
cuts that we are going to be talking 

about tomorrow, tax relief for Amer
ican families, goes to families earning 
less than $70,000. 

Now, people listening to this debate 
would wonder, where in the world are 
these figures coming from that are 
being screamed and yelled on the floor 
and all of these graphs and all of this 
yelling and signs that are going up? I 
can tell my colleagues where they 
came from. Treasury came up with an 
archaic formula in which they deter
mine somebody's wealth by taking the 
rental value of the home that they own 
and add it to their income, the earn
ings of corporations in which they 
might own a few shares of stocks and 
putting that upon them, the economic 
value of their resources such as their 
automobile. Come on. 

Unless the Democrats are going to 
come out and try to tax that, then this 
is an absolutely absurd argument. So 
let us get some truth here on the floor. 
Let us get to the situation where we 
are not yelling at each other, that we 
are simply talking facts. If we are put
ting that type of income on top of 
somebody when we start to try to come 
up with all these figures that simply 
are not true, I think that at that time 
we owe it to the American people, we · 
certainly owe it to our colleagues to 
get up and say how did we determine 
that income. We do it by simple math 
and by the amount of earnings that 
people have. The facts are very clear. 

This is the first tax relief the Amer
ican people are getting in the last 16 
years. There are some Members that 
are here on the floor debating that just 
cannot stand that idea. But I can tell 
my colleagues, Democrats and Repub
licans alike are going to carry this day 
and we are going to get the first tax re
lief for the American families in 16 
years. That will vindicate this debate. 

Mr. SHAYS. Mr. Speaker, I yield 2 
minutes to the gentleman from Ari
zona [Mr. HAYWORTH], who will point 
out that taxes went up in 1993 and are 
going down in 1997. 

Mr. HAYWORTH. Mr. Speaker, I 
thank the gentleman from Connecticut 
for yielding me this time. 

I am pleased to follow my chairman 
of the Subcommittee on Human Re
sources of the Committee on Ways and 
Means. I have been listening, Mr. 
Speaker, with great interest to the 
cavalier fashion in which fear replaces 
facts on the other side. It is sad to see 
that happen. 

I do not think the point can be made 
often enough that when you cook the 
books, as the liberal minority has 
done, in the process you fricassee the 
facts. 

Mr. Speaker, I do not know of any
one, including my friends on the mi
nority side, I do not know of anyone 
who pays themselves rent to live in a 
house they own. Only in Washington, 
DC in the desperation of trying to con
coct fear rather than new ideas, rather 
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than joining with us to decrease the 
tax burden on working Americans, de
crease the size of government, have a 
limited and effective government, only 
in Washington do we see this kind of 
math. 

To hear the minority whip come up 
and talk about the balanced budget 
taking shape in 1993, I was a private 
citizen. I know exactly what happened 
in 1993, the largest tax increase in 
American history. It took a new Con
gress cutting spending, it took a new 
Congress coming in and saying, let us 
reverse the culture of tax-and-spend to 
take the first fledgling steps in reduc
ing by $50 billion the size of govern
ment to make it· limited and effective. 

And the truth of this tax cut, Mr. 
Speaker, is the following: 76 percent of 
the tax cuts go to benefit middle-in
come families, families making be
tween $20,000 and $75,000 a year for, Mr. 
Speaker, we realize that those middle
income taxpayers are exactly that. 
They are not rich. They are working 
Americans. They deserve a break. They 
will get one. 

Mr. SHAYS. Mr. Speaker, I yield 3 
minutes to the gentleman from Florida 
[Mr. MILLER]. 

Mr. MILLER of Florida. Mr. Speaker, 
let us get clear what we are voting on 
today in the Balanced Budget Act. We 
are talking about the spending side of 
the equation. Tomorrow we are going 
to talk about the tax side of the equa
tion. Because tomorrow we are going 
to vote on massive amounts of middle
class tax relief. But today we are talk
ing about the spending side of the 
equation. 

What we are talking about today is 
reining in the fiscal irresponsibility 
and spending that takes place here in 
Washington. When I first ran in 1992, I 
ran because it was a moral issue to me 
that this Government was building up 
an obscene and immoral debt that we 
were going to pass on to our children 
and grandchildren. It was wrong to 
build up a debt that today is over 
$19,000 for every man, woman, and child 
in the United States because we just 
overspend in Washington. The way we 
go about solving that problem is rein
ing in the Federal Government. 

I was pleased to be able to serve on 
the Committee on the Budget with the 
gentleman from Ohio [Mr. KASICH] 
back in 1993 and 1994. As a minority 
back then, we introduced a budget res
olution that was called cut spending 
first because we recognized that is 
where the problem is. It is not that we 
tax too little in this country. It is be
cause we spend too much. And what 
this bill is today is $700 billion of enti
tlement savings over the next 10 years. 
It needs to be done in a bipartisan fash
ion. 

That is the reason I congratulate the 
gentleman from South Carolina [Mr. 
SPRA'IT] and the gentleman from Indi
ana [Mr. ROEMER] . earlier who have al-

ways spoken in favor of this bill as a 
step in the direction for the final pas
sage ultimately next month. So we 
have support on the other side of the 
aisle. It is too bad that the very liberal 
wing of the Democratic Party feels so 
adamant they need to demagogue that 
issue because what we are doing is the 
right thing for America's children and 
grandchildren of future generations to 
get the spending under control. 

One of the very things I feel very 
positive about in this bill is Medicare. 
What we have is a Medicare Program 
that is going bankrupt. It will be bank
rupt in 4 more years. We need to ad
dress this in a bipartisan fashion, 
which is exactly what has been done in 
this committee. In fact, the Committee 
on Ways and Means passed it with a 36 
to 3 vote. Only three Democrats voted 
against it. The majority of Democrats 
voted for the Medicare position of this 
bill, because Medicare has to be pre
served, has to be protected, has to be 
saved for our senior citizens. 

In my district in Florida, Sarasota
Bradenton, Florida area, we have more 
seniors than any district in the coun
try. So it is important to me for all the 
seniors in my district, I have an 87-
year-old mother that is dependent on 
Medicare. So we need it for the seniors. 
But it is also a big jobs issue in my dis
trict with the hospitals and home care 
agencies and the doctors 1 offices, all 
needing their jobs, depending on this. 
So we need to preserve that program 
and save that program. 

How do we go about doing that in 
this bill? What we do basically is we 
slow the rate of spending in Medicare. 
We slow the rate of spending so we are 
going to spend more money every year 
in Medicare. Right now we are spend
ing about $5,200 per person on Medi
care. In 5 years we will be spending 
$6,900 per person on Medicare. What we 
are going to do is go after waste, fraud, 
and abuse and we are going to give 
more choices to senior citizens. 

It is a good program. I encourage my 
colleagues to support this. I hope we 
get strong· support on the other side of 
the aisle. 

Ms. DELAURO. Mr. Speaker, how 
much time remains of my time? 

The SPEAKER pro tempo re [Mr. 
DREIER]. The gentlewoman from Con
necticut [Ms. DELAURO] has 29 minutes 
remaining, the gentleman from South 
Carolina [Mr. SPRATT] has 36 minutes 
remaining, and the gentleman from 
Connecticut [Mr. SHAYS] has 68 min
utes remaining. 

Ms. DELAURO. Mr. Speaker, I yield 1 
minute to the gentleman from Michi
gan [Mr. LEVIN]. 

Mr. LEVIN. Mr. Speaker, three 
points on taxes. I hope the Republicans 
will listen. The 76 percent for families 
less than $70,000 is based on 5 years, ap
parently. We have never seen the anal
ysis. I challenge them, give us a 10-year 
analysis. They leave out the tax breaks 
the second 5 years. Give it to us. 

Second, Treasury, using the same 
methods used by the Reagan Treasury 
and the Bush Treasury, say two-thirds 
of the tax cuts under your bill go to 
the wealthy, the same method that was 
used by previous administrations. 

Third, they bust the budget in the 
outyears. They bust it. So come here 
not with phony figures. Come here with 
the facts and we will debate them. 

Mr. SHAYS. Mr. Speaker, I yield 3 
minutes to the gentleman from Ken
tucky [Mr. BUNNING], who is a member 
of both the Committee on Ways and 
Means and the Committee on the Budg
et. 

Mr. BUNNING. Mr. Speaker, I would 
like to say to my good friend from 
Michigan, he knows full well that the 
numbers we use are adjusted gross in
come numbers and they are factual. 
And just because Ronald Reagan and 
George Bush's Treasury Departments 
made a mistake, it is no sign that the 
Clinton administration has to continue 
making the same mistakes. 

Mr. Speaker, I rise in strong support 
of the Balanced Budget Act of 1997. I 
am especially proud of the Medicare re
forms in this bill, about a 7-percent in
crease over the 5 years, each year. 
Since Republicans took control of Con
gress, we have been working very hard 
to preserve and strengthen and protect 
Medicare. 

The bill before us today does save 
Medicare from bankruptcy for at least 
the next 10 years and gives us time to 
figure out a long-term fix for the prob
lem. But I think the most exciting part 
of this package is that it gives seniors 
more choices in picking the health care 
plan that best fits their needs. 

I know some of the seniors like what 
they have right now. They do not want 
to chang·e a thing. Fine. They do not 
have to move off Medicare part A or 
part B. They can simply do what they 
have been doing. But if they want to 
change, seniors will now be able to 
shop around for a PPO, an HMO, a med
ical savings account, another health 
care plan that covers something that 
Medicare does not cover right now like 
prescription drugs or eye glasses. And 
it will be paid for by Medicare. They 
might even be able to choose a new pol
icy that allows them to get rid of 
Medigap supplemental plans that they 
are paying extra for right now. 

In rural States like Kentucky, where 
folks sometimes do not have as many 
health options, this bill enables doctors 
and hospitals and other providers to 
band together to set up provider serv
ice networks to give seniors even more 
choices. Letting seniors choose, forcing 
heal th care providers to compete for 
their business are the keys in this 
Medicare reform package. This holds 
down the cost and saves enough money 
to keep Medicare going for years. 

Of course, we also save a lot of 
money by making other important 
changes like reforming the medical 



June 25, 1997 CONGRESSIONAL RECORD-HOUSE 12445 
malpractice rules and cracking down 
on waste, fraud and abuse. 
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But by empowering seniors, by giving 

them more choices, we take the biggest 
strides towards reforming and saving 
Medicare. By exercising the power to 
choose, seniors themselves will do most 
towards saving Medicare; they, not the 
Washington bureaucrats, will control 
their own futures. 

I urge support of this bill and all the 
good things in it. 

Ms. DELAURO. Mr. Speaker, I yield 
myself 10 seconds. I think it bears 
merit to remember that it was the Re
publican majority in this House that 
wanted to cut the Medicare Program 
by $270 billion to pay for a tax break, 
$245 billion for the richest people in 
this country. It was the President and 
the people of this country that said no. 

Mr. Speaker, I yield 2 minutes to the 
gentlewoman from New York [Mrs. 
LOWEY]. 

Mrs. LOWEY. Mr. Speaker, I voted 
for the budget agreement approved last 
month because I do believe that our 
Nation must have a balanced budget 
that protects our priorities and re
spects our values. But, unfortunately, 
the Republican leadership did not even 
wait for the ink to dry on the deal be
fore changing it. 

In fact, the bill before us violates the 
budget deal in several critical ways. 
First, it fails to provide basic assist
ance to legal immigrants, which means 
that 16,000 elderly and disabled legal 
immigrants in New York will have the 
safety net cut out from under them. 

The bill cuts more than $12 billion 
from hospitals and other health care 
providers in New York, and the chil
dren's health program fails to provide 
coverage for more than 4 million chil
dren. It denies American workers basic 
workplace protections, and it will hurt 
seniors and their families .who depend 
on quality nursing care. 

And this bill violates the basic repro
ductive rights of American women. 
Tucked away in the fine print of this 
legislation is an extreme provision, the 
Hyde amendment, that would perma
nently, for the first time, prohibit the 
use of Federal funds for abortion. This 
punitive prohibition would prevent 
millions of lower income women from 
obtaining vital reproductive health 
services and would personally create a 
two-tiered health care system. 

We must not allow this to occur. Fed
eral health programs must cover the 
full range of reproductive health care 
services, including abortion. This abor
tion restriction was not in the budget 
deal, and it should not be in the budget 
bill. We must not allow the Repub
licans to use the budget process to 
enact their radical anti-choice agenda. 
Again, the abortion restriction was not 
in the budget deal; and, therefore , it 
should not be in this budget bill. 

I urge a " no" vote on this legislation. 
Mr. SHAYS. Mr. Speaker, it is my 

pleasure to yield 3 minutes to the gen
tleman from Oklahoma, [Mr. J.C. 
WATTS]. 

Mr. WATTS of Oklahoma. Mr. Speak
er, I rise in support of the Balanced 
Budget Act of 1997. We have a historic 
opportunity to come together in a bi
partisan fashion and deliver on our 
promise to the American people to 
have a balanced budget by the year 
2002. 

As we debate this today, there are 
going to be people on the left and right 
arguing and bickering about programs 
that they want added or taken out, but 
we cannot allow this to divert our at
tention from the big picture. This is 
the first balanced budget in over 30 
years. And it is interesting, it is the 
first tax cut in 16 years; and it is even 
more interesting that Tiger Woods was 
5 years old the last time we had a tax 
cut. 

We always hear, and we will continue 
to hear today, that the rich are getting 
the tax breaks. Let me tell my col
leagues, as it has been said: 76 percent 
of our tax cut goes to people making 
from $25,000 to $75,000 a year. Let me 
tell my colleagues: Somebody making 
$75,000 a year in America that has two 
kids, they are working from paycheck 
to paycheck, trying to meet their 
monthly responsibilities. 

We keep hearing that we are getting 
tax cuts for the wealthy industries, 
wealthy businesses in America. Over 90 
percent of the businesses in the Fourth 
District of Oklahoma employ six peo
ple or less. These people are raving 
about this budget deal because they 
know they are going to get some relief 
from the ridiculous tax policies, these 
repressive and aggressive tax policies 
that we passed over the last 25 or 30 
years. 

When I came to Congress, I promised 
the people of the Fourth District of 
Oklahoma I would work to make Gov
ernment live within its means, just 
like all the working families in Okla
homa and across the Nation must do 
every month. 

I have five kids who I am trying to 
teach how to be responsible, and I 
know they are always watching their 
dad to try to see if he practices what 
he preaches. So today, when I cast my 
vote for fiscal responsibility and bal
ancing the budget, I am showing my 
kids that I am serious. 

Balancing the budget is the right 
thing to do. And if every Member in 
this Chamber does not vote to balance 
the budget because it is the responsible 
thing t o do, then do it for your chil
dren so they will not have to inherit an 
America as pathetic as it is today, 
where you have got working families 
paying from 48 to 52 cents of every dol
lar they make in some Government tax 
or Government fee. Do it so the 5- and 
6-year-olds out there will not have to 

spend 80 to 84 cents of every dollar they 
make in some type of Government tax 
or Government f~e by the time they 
are 25 years of age. 

My father taught me at an early age 
that you cannot spend out more money 
than you take in, and he said this: If 
your outgo exceeds your income, then 
your uplift will come to a downfall. 
That is pretty good advice to remem
ber as we debate the balanced budget 
here today. It is advice I must follow in 
teaching my kids. 

Friends, I urge everyone to support 
this balanced budget. It helps control 
runaway Washington spending, saves 
Medicare. Only in Washington, DC 
could an increase be a cut. It saves 
Medicare. We increase Medicare spend
ing and provide much-needed tax relief 
for working families. 

Ms. DELAURO. Mr. Speaker, I yield 3 
minutes to the gentleman from Mis
souri [Mr. CLAY]. 

Mr. CLAY. Mr. Speaker, I am not 
sure that there is a term in the vocabu
lary adequate to describe my level of 
disgust with this bill. The Republican 
majority began this process with pro
posals reported out of the Committee 
on Ways and Means and the Committee 
on Education and the Workforce that 
represented the most pernicious as
sault on the working poor I have wit
nessed as a 29-year Member of this 
body. 

In response to the chorus of outrage 
that rang out against those proposals, 
the majority fabricated window dress
ing to make their proposals seem more 
moderate. But this new manager's 
amendment, rewritten by the Com
mittee on Rules late last night, re
mains unfair, immoral and unconscion
able. 

Mr. Speaker, I have three funda
mental objections to this bill. First, it 
establishes a new class of workers who 
would be treated like indentured serv
ants without coverage under the land
mark worker protection and civil 
rights laws. Second, it concocts a 
scheme of watered-down grievance pro
cedures and remedies that would 
render millions of workers unprotected 
from discrimination and exploitation. 
And finally, Mr. Speaker, it endangers 
the job security and financial well
being of millions of current public sec
tor employees by establishing a weak 
set of nondisplacement protections. 

Here is why this proposal treats poor 
workers like second-class Americans. 
It denies so-called community service 
participants employee status and pur
ports to use the old CWEP Program as 
precedent. But that program was quite 
different from the workfare program 
established in this proposal. Whereas 
that program had a strong training ele
ment, the community service program 
established by this proposal is work, 
pure and simple. 

Community service workers will be 
employees in every sense of the term. 
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They will sweat like other workers, 
their children will get sick just like 
the children of other workers. And 
these workers have dreams and aspira
tions for their families just like other 
workers. 

But this proposal says no, they are 
not the same and they do not deserve 
full respect and dignity. Although they 
will be employed to perform the same 
tasks performed by other workers, 
these welfare workers will be denied 
the protection of the Fair Labor Stand
ards Act, the Occupational Safety and 
Health Act, the Family and Medical 
Leave Act and the many other impor
tant Federal laws. And those employed 
by nonprofit private sector employers 
will be denied the right to organize or 
bargain collectively. 

The grievance procedures established 
in the rewritten proposal are a house of 
courts, substantially weaker than pro
tections adopted by the Republicans on 
the Committee on Education and the 
Workforce. There is no provision to en
sure that the grievances will be fairly 
heard and adjudicated. In a real blow 
against due process, there is no appeal 
from what may well turn out to be a 
kangaroo court. 

Here is an example of how outrageous 
these grievance procedures are. A woman 
who has been sexually harassed may be re
quired to seek redress from the very agency 
where the harassment occurred. Under this 
proposal that woman would not be entitled to 
a fair hearing, or the right to appeal an ad
verse decision. What have poor women done 
to deserve such indignity? 

Finally, protections that were included in the 
education and work force proposal to ensure 
that community service workers are not used 
as pawns in a ploy to displace existing work
ers have been gutted by the manager's 
amendment. As reported by the Committee on 
Education and the Workforce, a welfare work
er could not be assigned to an equivalent job 
if another individual was on layoff status. That 
protection has now been effectively stripped. 
As reported by committee, a welfare worker 
could not be assigned to a job if a con
sequence of that assignment was the partial 
displacement of an existing worker. Those 
protections have also been deleted. 

Mr. Speaker, this legislation is nothing short 
of a bill of exploitation that will leave workers 
more vulnerable to racism, sexism, and unsafe 
workplaces. Rather than encouraging work, 
these provisions demean workers. I urge its 
resounding defeat. 

Mr. SHAYS. Mr. Speaker, I yield 3 
minutes to the gentleman from Texas 
[Mr. ARCHER], chairman of the Com
mittee on Ways and Means. 

Mr. ARCHER. Mr. Speak er, I thank 
the gentleman from Connecticut [Mr. 
SHAYS] for yielding me the time. 

Mr. Speaker, today marks a great 
and a historic day. We are poised to 
vote on a matter that unites Ameri
cans from all generations. We stand 
ready to vote on a bill that brings the 
American people together like no other 
legislation before us. 

With this vote, we can balance the 
budget to save the next generation 
from the crushing burden of debt, and 
we can save Medicare from bankruptcy 
so this generation of seniors can live 
their retirement years in peace, com
fort , and security. It is high time that 
Washington put the needs of the Amer
ican people first, and that is what we 
will do with this vote. 

This legislation is bipartisan. Our 
plan to save Medicare was supported in 
the Committee on Ways and Means by 
a 36 to 3 vote. We came together, like 
the American people want us to do. We 
will save Medicare by giving seniors 
choices, by fighting fraud and abuse, 
and we even expand Medicare's benefits 
to include new preventive programs 
that seniors, particularly women, need 
and deserve. 

We help people move from welfare to 
work by reinforcing the central mes
sage of last year's welfare reform law: 
If you are able to work, you should 
work. Welfare should not be a way of 
life. Yes, we made changes in last 
year's law. Many of the changes were 
requested by the President. But I am 
proud to say we uphold our Nation's 
values by helping people earn a pay
check instead of a welfare check. 

I am particularly pleased that with 
this bill we will finally have a balanced 
budget. My 12th grandson was born last 
year, a little 2-pound premature baby. 
And when I looked at him in that incu
bator, I realized that when he grows up, 
his pro rata share on the national debt 
would be $189,000 during his lifetime. 

It is unconscionable for our genera
tion to leave that to our children and 
our grandchildren. And, for once, we 
will finally move toward a balanced 
budget and stop this continued in
crease in debt service charges for fu
ture generations. 

Mr. Speaker, I yield back the balance 
of my time. 

Ms. DELAURO. Mr. Speaker, I yield 
myself 10 seconds. 

Mr. Speaker, the fact of the matter is 
that this spending bill takes away hos
pitals and nursing homes, reasonable 
and adequate reimbursement. Medicare 
solvency comes up 2 years short of the 
budget agreement. And there are deep 
cuts in the disproportionate share 
which adversely affect hospitals across 
this country. We are not improving the 
health of people in this country. 

Mr. Speaker, I yield 2 minutes to the 
gentlewoman from New York [Ms. 
VELAZQUEZ]. 

Ms. VELAZQUEZ. Mr. Speaker, 
today we will vote on the Republican 
spending bill. The Republicans will say 
that this is a middle-class budget. Do 
not believe it for a minute. 

In fact, the Republicans are financing 
tax cuts for the rich by waging war on 
working families and legal immigrants. 
And when they talk about a balanced 
budget, they do not finish the sentence. 
They should add that they are bal-

ancing the budget on the backs of legal 
immigrants and working families · in 
our country. Not only that, but they 
are violating the terms of an agree
ment that they made to the President, 
the Democrats, and to the American 
people. 

The Republican tax plan will give 
$27,000 in tax breaks to the wealthiest 1 
percent. At the same time, they want 
to eliminate benefits to legal immi
grants who become disabled in the fu
ture. These are people who have 
worked hard, raised families, and paid 
taxes. These are American values and 
they are values that immigrants to 
this country hold dear to their hearts. 

Disability benefits are not handouts. 
How many times do we have to say 
this? 
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This is an issue of basic fairness. This 

budget agreement creates a huge dou
ble standard that will permit immi
grants to be treated like second-class 
citizens. Why? To pay for huge tax 
breaks for the wealthy. Is that what 
this country is all about? Is that how a 
just society treats its elderly who be
come disabled? Is that the message to 
send to the rest of the world? 

Mr. Speaker, this budget is really a 
disaster. It is cruel, it is unfair, and 
the American people will not stand for 
it. 

Mr. SHAYS. Mr. Speaker, I ask unan
imous consent to allow the gentleman 
from California [Mr. THOMAS] to con
trol and yield as he may choose the 
next 12 minutes of our time. 

The SPEAKER pro tempore [Mr. 
DREIER]. Is there objection to the re
quest of the gentleman from Con
necticut? 

There was no objection. 
Mr. THOMAS. Mr. Speaker, I yield 

myself 2 minutes. 
Mr. Speaker, as we carry on what I 

guess passes for normal debate around 
here, I think we probably ought to 
pause for just a moment and not let 
our partisan juices flow quite as freely 
as they do sometimes, because quite 
frankly, the Medicare provision in this 
bill is remarkable. It is remarkable for 
a number of reasons, but I think pri
marily because it sets a standard for 
what I believe ought to be the way in 
which we work public policy. 

The Medicare Program is as impor
tant as any policy that the Federal 
Government has. It is more important 
than cheap partisan shots. Trying to 
resolve one of the more difficult prob
lems that faces all of us and, more im
portantly, the seniors in this country 
is important. 

I think we have all come to the gen
eral agreement that people will con
sume as much health care as other peo
ple are willing to pay for. If in fact 
that is true, and I think we believe it 
is, our Medicare Program is clearly in 
trouble. Bankruptcy was facing it: 
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With an antiquated and out-of-date de
livery system, especially with the rapid 
changes that are occurring in the pri
vate sector health care delivery system 
and the fact that some of the programs 
that we offer are as old as the bureauc
racy that structured it; that is, we wait 
until people are sick before we deal 
with the problem instead of moving ag
gressively into preventive care and 
wellness. 

This measure, passed by the Com
mittee on Ways and Means and by the 
Subcommittee on Health, unanimously 
by the Subcommittee on Health, 
moves, I think, aggressively in the area 
of prevention, aggressively in the area 
of wellness, aggressively to address the 
question of bankruptcy, and aggres
sively to open up the system to a 
choice for seniors. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from California [Mr. 
STARK]), the ranking member of the 
Subcommittee on Health. 

Mr. STARK. Mr. Speaker, I want to 
say on behalf of myself and many of 
the committee's Democrats that we 
would like to commend the gentleman 
from California [Mr. THOMAS], the full 
committee, and the Subcommittee on 
Health's staff director Chip Kahn for 
an open and consultative and bipar
tisan approach to the Medicare legisla
tion. It is really a model, I suspect, of 
how the legislation should be written. 

I am not sure I can quite make my
self say that it is a model of legisla
tion, but it was done in a tradition of 
past Medicare bills. It extends the life 
of the Medicare trust fund to 2007, it 
makes ref or ms in the way we pay pro
viders, and it indeed adds some bene
ficiary improvements. I do not intend 
to vote for the budget bill, but it is not 
because of the Medicare portion. If 
anybody was thinking of that, I would 
dissuade them otherwise. 

There are some things we should 
strongly oppose and do differently. We 
should oppose the Senate's provision to 
raise the age to 67, which causes more 
pro bl ems I think than it solves. I think 
we should oppose the Senate 's copay 
provisions because we already charge 
Tiger Woods on $10 million, $300,000 a 
year for the same premium that some
body at $10,000 a year would pay $300 
for and get the same benefit. Why pun
ish Tiger Woods twice? 

The managed care provisions need 
consumer protections on emergency 
appeals, and there are some antifraud 
provisions that we should add. We are 
going to see a report in the next few 
weeks that we are spending $20 billion, 
I think, on fraud. That needs to be im
proved. We can do that. 

Mr. Speaker, I would urge my col
leagues to applaud the work that was 
done. I would not have picked $115 bil
lion as a cut, but that was the number 
given to our subcommittee and, consid
ering that, they did a fair job of spread
ing those cuts to do the least amount 

of harm. Nobody liked it. If anybody 
had been smiling in the room, we prob
ably would have had the wrong bill. 
But it was a good job, and I commend 
the chairman of the subcommittee for 
his work. 

Mr. THOMAS. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Con
necticut [Mrs. JOHNSON], a valuable 
member of the subcommittee. 

Mrs. JOHNSON of Connecticut. Mr. 
Speaker, let me commend the gen
tleman from California [Mr. THOMAS] 
for bringing forth a very thoughtful, 
constructive and bipartisan bill out of 
the subcommittee. It meets the goals 
of the budget resolution of extending 
the life of the Medicare Trust Fund 
until 2007, but it also makes sound 
structural changes to better control 
costs in the Medicare Program which 
will be especially important when the 
baby boomer generation begins to re
tire in 2010. 

It increases spending per Medicare 
beneficiary from $5,480 this year to 
$6,911 in 2002. Most importantly, it 
gives Medicare recipients better 
choices of the kind of insurance cov
erage they want to select. It gives bet
ter choices and it gives better benefits. 
It has a good, solid preventive package, 
annual mammograms, comprehensive 
testing opportunities for prostate can
cer, and adopts the prudent layperson's 
standard for emergency room care. So 
it guarantees access to emergency 
room care. 

It also guarantees seniors who want 
to try a managed care plan that they 
can go back to not only Medicare but 
to their MediGap policy, thereby guar
anteeing them the opportunity to try 
the kinds of plans that will provide far 
more benefits for the Medicare dollar. 

Finally, it strengthens the protection 
for those who choose Medicare by 
strengthening the consumer protection 
package that governs Medicare man
aged care plans, providing more timely 
appeals procedures and in other ways 
strengthening those benefits. Equally 
importantly, it provides the oppor
tunity for direct providers of services, 
doctors and hospitals, to get together 
and provide a managed care plan for 
the seniors in their area, a plan in 
which the medical decision will be to
tally controlled by the medical pro
viders. This will guarantee better qual
ity in all managed care systems, 
whether they are provider sponsored or 
whether they are insurance company 
sponsored. This is a giant step forward 
for health care for seniors in America. 

Mr. SPRATT. Mr. Speaker, I yield 3 
minutes to the g·entleman from New 
York [Mr. RANGEL] , the ranking mem
ber of the Committee on Ways and 
Means. 

Mr. RANGEL. Mr. Speaker, this is 
one of the most important periods, I 
think, in our Nation's history, because 
it gives us an opportunity to reflect 
who we are and what made this Nation 

so great. I think the test is, how do we 
who are newcomers to this continent 
treat those who are even more new? As 
we move into world trade, our greatest 
asset is the diversity, because with the 
exception of the Native American, we 
have the benefit of all of the cultures 
of the entire world in this great coun
try, and I am fortunate to have a lot of 
it in my great city of New York. 

How many of my colleagues just 
enjoy thinking about how generations 
ago, from whatever country, whether it 
was in Europe or some other country, 
we had relatives who came to this 
country, many not with a lot of edu
cation or a lot of wealth but they came 
with a lot of hope. Many of them came 
illegally because we did not have the 
sophisticated way of checking. But we 
are not looking for them. Because 
those who came had on the docks peo
ple who came before them waving and 
screaming saying that these people are 
going to make a contribution to this 
great country. Even those of us who 
came in chains are saying, ''This is a 
great country. " Even the Native Amer
icans are not asking to leave. It is a 
great country. 

But with each wave that came, there 
was some group of people that wanted 
to hurt them. Ask the Jews, ask the 
Polish, ask the Irish. Ask the Italians. 
There was some group that came here 
that said the next gToup was not good 
enough. Because we Americans are so 
good in our thinking, we do not ask 
who was that group that was stamping 
the hands of those people who were 
climbing into America to become great 
citizens, but today the other side has 
put for the record who they are. 

We are now saying if you come to 
this country, play by the rules, come in 
and you were working, coming in you 
had a sponsor, you did everything 
right, the sponsor died, you got old, 
you had an accident, we are saying, 
" You didn't come when our parents or 
grandparents came, so now we 're 
changing the rules." 

My colleagues are not changing the 
rules by this Congress for the United 
States of America, and my President, 
who represents Republicans and Demo
crats, today's history and tomorrow's 
history, is going to say, " We're not 
going to change these rules to save a 
couple of dollars to throw into capital 
gains indexing." What we are going to 
do is to make certain that anyone who 
wants to come to this great country 
will be able to come with the same 
rules and the same protections as for 
those who came and made this Nation 
so great. 

Mr. THOMAS. Mr. Speaker, I yield 
myself 15 seconds. For the record, I 
would like to indicate that the gen
tleman from New York [Mr. RANGEL] 
did support the Medicare section of the 
provision coming out of the Committee 
on Ways and Means and his remarks 
were focused on other portions of the 
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bill. I am sure Members understood 
that. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from Nevada [Mr. ENSIGN] , a 
very valuable member of the sub
committee. 

Mr. ENSIGN. Mr. Speaker, I espe
cially want to compliment the gen
tleman from California [Mr. THOMAS], 
the chairman of the subcommittee, for 
all the great work that he has done, as 
well as the staff for the work that they 
have done on .this Medicare bill. 

I think that this is truly an historic 
moment in health care in the United 
States, because what we are doing with 
this Medicare bill is to try and begin to 
change our current sick care system. 
Yes, I said sick care system, because 
right now if you get sick, we will pay 
providers to get you better, but we will 
not pay providers very often to keep 
you healthy. 

This Medicare bill, by providing the 
bill that I sponsored in the House of 
Representatives, the annual mammo
gram screening for women over 65, be
gins to say, we are going to catch 
breast cancer early in women over 65. 
Right now Medicare only pays for 
every other year mammograms. This is 
an important first step. But we also 
cover prostate screening, colorectal 
screening, and we begin to do some 
things about keeping diabetics 
healthier. 

I also have a bill, it is called the 
Medical Nutrition Therapy Act, which 
we are going· to study. We think that 
dieticians counseling people on nutri
tion will be able to keep diabetics, can
cer patients, heart patients and many 
others healthier in the years to come 
to truly make this a true heal th care 
system. 

Another portion of the bill that I am 
extremely proud of is the portion that 
deals with military retirees. Military 
retirees in the past have had access to 
great quality military medical care 
across the country, but because of base 
closure commissions that have locked 
military retirees out of facilities all 
over the country, military retirees are 
now being locked out of good quality 
medical care. And because when they 
turned 65 they had to choose whether 
to go into Medicare or not, many of 
them were promised lifetime heal th 
care and that promise has been taken 
back. Now if they choose to go into 
Medicare, there is a 10 percent penalty 
per year for them to go into Medicare. 
This bill will give them a 6-month win
dow to get into Medicare. This is going 
to affect 100,000 of the people that so 
richly deserve a good quality health 
care system in this country. 

Ms. DELAURO. Mr. Speaker, I yield 2 
minutes to the gentleman from New 
Jersey [Mr. MENENDEZ]. 

Mr. MENENDEZ. Mr. Speaker, I 
voted for the bipartisan balanced budg
et agreement. I had great hopes of 
transcending pointless ideological 

bickering and producing a model of 
consensus. But this bill is not the deal 
Republicans made with the President. 
The Republican budget bill weakens 
protection for workfare workers 
against race, sex, ethnic, and religious 
discrimination. It creates a two-tiered 
workplace with a permanently dis
advantaged underclass. It does not pro
tect legal residents. It endangers chil
dren 's hospitals and those serving a 
disproportionate share of the poor and 
uninsured. 

0 1500 
It slashes support for 2. 7 million dis

abled people, and it destroys individual 
rights to recovery for medical mal
practice. 

These are radical changes. These ad
ventures in radicalism were never in 
the bipartisan budget agreement, and 
they are not needed. 

I hope my New Jersey colleagues 
know that this legislation will dev
astate New Jersey hospitals who have 
continued with their mission to treat 
all who enter their hospitals' emer
gency rooms or clinics including the 
indigent and uninsured. And it would 
send some of them into bankruptcy. 

New Jersey is prepared to accept its 
share of the national burden in the 
name of a balanced budget, but this bill 
treats New Jersey and its hospitals in 
an inequitable manner. It punishes 
New Jersey for demonstrating a com
mitment to providing a lifesaving safe
ty net for its most vulnerable resi
dents. 

As my colleagues know, according· to 
the National Center for Children in 
Poverty, over 120,000 children under 6 
years of age in New Jersey, 17 percent 
live in families with incomes at or 
below the poverty level , and yet under 
this agreement New Jersey is one of 
the States that receives a dispropor
tionately smaller share of the block 
grant. 

Finally, this proposal leaves out a 
legal immigrant who has a stroke, be
comes paralyzed, contracts Alzheimer's 
disease after August of last year. It 
eliminates the safety net for law-abid
ing, hard-working, taxpaying elderly 
legal immigrants. 

Mr. Speaker, it is a deal breaker. Let 
us not have a deal for the sake of a 
deal. Let us have a deal that is also 
balanced on the principles. 

Mr. THOMAS. Mr. Speaker, I yield 
myself 30 seconds. 

I tell the g·entleman from New Jersey 
[Mr. MENENDEZ] that we have sat down 
with the Members from New Jersey. We 
believe we have addressed that prob
lem. We have solved that problem just 
as we solved 0th.er problems, in concert 
with the gentleman from California 
[Mr. STARK], the gentleman from Mary
land [Mr. CARDIN], the gentleman from 
Wisconsin [Mr. KLECZKA] , the gen
tleman from Georgia [Mr. LEWIS] and 
the gentleman from California [Mr. 

BECERRA]. Those are the Democratic 
members of the Subcommittee on 
Health who voted unanimously in sup
port of the work product in front of us. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Minnesota [Mr. 
RAMSTAD] , a member of the Committee 
on Ways and Means. 

Mr. RAMSTAD. Mr. Speaker, as a 
member of the Committee on Ways and 
Means I am grateful for the bipartisan 
pragmatic way in which we put to
gether the Medicare portion of this bill 
before us today. Not only do we save 
Medicare from bankruptcy today, we 
preserve it for tomorrow's seniors. 

I would like to focus briefly on the 
two specific reforms in the bill. One is 
a reform to make the AAPCC reim
bursement formula, the Medicare reim
bursement formula, more equitable to 
States like Minnesota. This is a major 
reform in the formula. It will mean 
more equity for States with rural popu
lations and more health care options 
for Medicare beneficiaries in those 
States. For the first time there will be 
a payment floor and a blended formula 
to bring more fairness and equity to 
seniors in States like ours. 

We also continue to develop new and 
innovative ways to provide health care 
to seniors by extending for 2 years the 
community nursing organization dem
onstration project. These are very, 
very important projects again to let 
seniors live in their own homes longer 
and also to save important Medicare 
dollars. This is a vital program for sen
iors. 

Mr. Speaker, I urge all members to 
support this important legislation. 

Ms. DELAURO. Mr. Speaker, I yield 2 
minutes to the gentlewoman from 
Michigan [Ms. STABENOW]. 

Ms. STABENOW. Mr. Speaker, I rise 
having voted for the balanced budget 
agreement and I intend to support a 
balanced budget agreement on spend
ing and tax cuts that reflects that 
agreement. Unfortunately, that is not 
what we have in front of us today. 

There are good provisions, there has 
been good work done, and description 
has been made of bipartisan efforts in 
the area of Medicare and other impor
tant areas where work had been done 
and been done well. But this reminds 
me of the flood bill that was in front of 
us not long· ago where we set down a 
road to solve a problem, to help people 
who had been afflicted by floods , and 
there was good work in the bill. Then 
piece after piece other things that were 
added that had nothing to do with the 
flood bill slowed down the process and 
almost stopped our ability to achieve 
the goal. 

We have today something in front of 
us that has all kinds of extra provi
sions in it that were not in the bal
anced budg·et agreement. They take 
away from our ability to step forward 
and meet that agreement, and they do 
not include those things that were 
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promised in that agreement such as 
making sure that children of working 
families, 5 million children, have ade
quate health care. But they do include 
all kinds of other provisions that have 
been thrown in and all kinds of other 
subjects. 

So once again the public expects us 
to step up and solve the problem and to 
work together, and then one after an
other things get thrown in, and we are 
right back to where we started from 
without having the support needed to 
be able to solve the problem. 

In voting " no" today I am very hope
ful that a message will be sent to those 
working in the conference committee 
to take out those things that were not 
par t of the balanced budget agreement, 
make sure that the provisions that are 
in there make sense for families, and 
then let us in a bipartisan way do what 
it is the American people ask us to do. 

Mr. THOMAS. Mr. Speaker, I yield 
myself 15 seconds, and I tell the gentle
woman who just spoke that as a matter 
of fact, if she will examine the budget 
agreement in the area of children's in
surance , the 16 billion which was re
quired is part of the agreement; we met 
the agreement in that area. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Illinois [Mr. WELLER], 
a valued member of the committee. 

Mr. WELLER. Mr. Speaker, I rise in 
support of this important legislation. 
· First, I want to commend the gen

tleman from California [Mr. THOMAS] 
and the ranking member, the gen
tleman from California [Mr. STARK] for 
their bipartisan effort. The bottom line 
is this legislation saves Medicare , and 
if my colleagues care about Medicare 
and if they want Medicare to be around 
for the next generation of seniors , they 
will vote " yes" for this legislation. 

I am proud that the Committee on 
Ways and Means under the leadership 
of the gentleman from California [Mr. 
THOMAS] has worked closely with the 
President, with Members of both par
ties , to fashion a bipartisan solution to 
extending the life of Medicare. This 
legislation gives seniors more choices, 
protects the rights of seniors to choose 
their own physician and, frankly , offers 
many new options, new types of cov
erage , strictly in the area of breast 
cancer, mammograms for seniors , for 
women, as well as prostate cancer 
screening for men, important health 
care initiatives. 

But there is also something that 
every senior brings up every time I 
have a senior meeting in my district: 
this issue of going after waste, fraud , 
and abuse in Medicare, and frankly I 
believe it is time that we go after the 
Medicare kings, those who abuse Medi
care, with the same vengeance we have 
the welfare queens in the past. This 
legislation toughens penalties, pro
vide~ " three strikes , you're out," and 
increases funding for Medicare. 

I urge an "aye" vote. 

Ms. DELAURO. Mr. Speaker, I yield 
myself 10 seconds. 

I would like to mention that with re
gard to health care for children, what 
we find out from the Congressional 
Budget Office is that the estimate of 
that $16 billion, is that only 520,000 kids 
of the 10 million will be covered. The 
rest are not covered, that 20 percent of 
the children who do not have access to 
heal th care today. 

Mr. Speaker, I yield 2 minutes to the 
gentleman from New York [Mr. HIN
CHEY]. 

Mr. HINCHEY. Mr. Speaker, I must 
say that there is no balance in this 
plan that we are being asked to vote on 
this aft ernoon, nor does it balance the 
budget because it has to be seen in the 
context of the taxing bill that follows 
hard on its heels. These two bills in 
concert increase the budget deficit; 
they do not decrease it. 

In fact , shortly into the next century 
the budget deficit will once again be 
approaching $100 billion under the Re
publican plan. Now is this being done 
by accident? I doubt it. They are doing 
it intentionally in order to create a cir
cumstance where this Government can . 
no longer afford to pay for the social 
programs like Medicare and Medicaid 
and Social Security, just as they tried 
to do in the 1981 tax cut. That will be 
the effect of it. Just when the baby 
boom generation reaches its retirement 
age, that is when the big deficits kick 
in under this plan. 

The fact of the matter is that the 
budget today is almost in balance. We 
have reduced it over the last year some 
$290 billion, down now to about $50 bil
lion, and if we left the present policies 
in place , the budget would be in bal
ance shortly. 

This bill that we are asked to vote on 
today js a bill that creates class war
fare. It does so by creating those big 
budget deficits, and it also repeals the 
social contract for a large number of 
Americans. It destroys the dignity of 
work, and it creates a new under class 
for the first time. That is the extent to 
which t his bill goes in its class warfare 
by actually creating a new under class 
of people, people who will be denied the 
rights of other workers. 

Protection under the Fair Labor 
Standards Act, they will not have that 
protect ion. They will not have the pro
tection of equal pay, they will not have 
protection under the civil rights law, 
they will not have the protection under 
OSHA, and they will not have protec
tion from sexual harassment in the 
workplace. 

Finally, what does it do for health 
care for children, as we have heard so 
often t his afternoon? It does not pro
vide care for 5 million, only for 500,000. 

This is a bad bill and has bad impli
cations now and for the future. 

The SPEAKER pro tempore. Before 
the gentlewoman proceeds, the Chair 
wishes to inform the managers of the 

bill that the gentleman from Con
necticut [Mr. SHAYS] has 471/2 minutes 
remaining, the gentleman from South 
Carolina [Mr. SPRATT] has 301/2 minutes 
remaining, the gentlewoman from Con
necticut [Ms. DELAURO] has 171/4 min
utes remaining, and the gentleman 
from California [Mr. THOMAS] has 1 
minute remaining. 

Ms. DELAURO. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Or
egon [Ms. FURSE]. 

Ms. FURSE. Mr. Speaker, I supported 
the budget agreement, and the bill that 
is on the floor does not contain some of 
the provisions which I thought were 
very good and which led me to support 
the legislation in the Committee on 
Commerce. And those good provisions 
are, it extends preventive benefits for 
Medicare beneficiaries, including dia
betes self-management training and 
blood strips, very important. It in
creases services and benefits in rural 
areas, and there is an extension here 
for States which are operating Med
icaid demonstration projects under sec
tion 1115 waivers. 

However it seems to me that we live 
by a rule which is that a deal is a deal 
and fair is fair, and there are things in 
the bill today which were not in the 
budget agreement, and I do not think 
that they are fair for all of our citi
zens. 

One of the things it does is it sets up 
a two-tiered class of workers by defin
ing that workers who receive welfare 
are not protected against race, sex, na
tional origin, and religious discrimina
tion, and that is just not fair . It under
mines a woman's right to choose by 
taking the right to choose from poor 
women, those on Medicaid, and taking 
from them rights that other women 
have in this country. I do not think 
that is fair either. 

Then it fails to protect legal immi
grants who may become disabled after 
the welfare bill was signed into law. 
Mr. Speaker, that is not fair either. 

It is my hope that the conference 
committee will strike the unfair provi
sions and ensure that the budget agree
ment is honored so that those of us 
who supported the budget agreement 
can indeed support a balanced budget 
and one which is fair and where the 
deal stays a deal. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Cali
fornia [Ms. ROYBAL-ALLARD]. 

Ms. ROYBAL-ALLARD. Mr. Speaker, 
today we are debating a budget spend
ing bill that violates the budget agree
ment and takes away some of the hope 
and promise built into the original 
agreement. First, the President and 
congressional leaders guaranteed $16 
billion in health care coverage for 5 
million uninsured children in our Na
tion. 

D 1515 
The bill before us takes away that 

guarantee and creates a large block 
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grant that could result in untargeted 
revenue sharing. In other words, the 
money does not have to be used to 
cover uninsured children. 

Second, welfare reform was to pro
vide a way for able-bodied adults to 
earn a living and free themselves from 
the dependency of welfare. Instead, this 
bill stigmatizes them and strips them 
of their self-esteem by eliminating 
workplace protections enjoyed by other 
American workers, protections such as 
overtime pay, OSHA, and the Civil 
Rights Act that protects working 
Americans from employment discrimi
nation and sexual harassment. 

This is a frightening thought when 
we consider that the majority of wel
fare-to-work recipients will be women, 
the most vulnerable to this type of dis
crimination. At a time when we are en
couraging people to choose work over 
welfare, it is unconscionable to create 
a hostile work environment for these 
welfare-to-work recipients by under
mining workplace standards. 

Finally, the negotiators of the origi
nal budget agreement recognize that 
restoring aid to legal immigrants liv
ing in the country prior to August 23, 
1996, and later become disabled is good 
policy and a needed improvement to 
last year's welfare bill. 

This budget bill violates this promise 
to over 75,000 perspective elderly and 
disabled immigrants, 30,000 of which 
live in California. In essence, the ma
jority is saying to these legal immi
grants who have worked hard and 
played by the rules, you can work here 
and pay taxes into our system, but if 
you become disabled, we will abandon 
you. 

I urge a " no" vote on this budget rec
onciliation bill. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the g·entleman from Mary
land [Mr. CARDIN]. 

Mr. CARDIN. Mr. Speaker, first let 
me thank the ranking member for 
yielding me this time. 

Mr. Speaker, in regards to the Medi
care provisions, I want to applaud the 
process that was used. It was a true bi
partisan process. I want to congratu
late the gentleman from California 
[Mr. THOMAS], the chairman of the Sub
committee on Health, and the gen
tleman from California [Mr. Stark] , 
the ranking member. Working to
gether, we were able to modernize the 
Medicare system and extend the sol
vency of the trust fund for another dec
ade, and we did that protecting the 
beneficiaries. 

Unlike the other body that looked at 
ways that will affect the beneficiaries 
by dealing with eligibility and age and 
means testing and home care copay
men ts, we were able to modernize the 
Medicare system and extend benefits to 
our seniors because we worked to
gether, Democrats and Republicans. We 
improved the process. 

I am particularly pleased that we 
were able to add for the first time pre-

ventive health care benefits to Medi
care so that it is not just a program for 
people who get sick , but that we keep 
our seniors heal thy; that we provide 
for colorectal screening and mammog
raphy and diabetes self-management 
and prostate cancer screenings. We 
have provided improvements in the 
Medicar e system that will help our sen
iors. 

I am particularly pleased that we 
were also able to include the prudent 
layperson's standards for access to 
emergency care, another issue that we 
were concerned about in a bipartisan 
way; that we modernized the hospice 
benefits, and I could go on and on and 
on. We were able to do that because 
every member of the committee was 
respected for his or her views and we 
worked together as the process should 
work together. 

Mr. Speaker, on Medicare , the sys
tem worked. There are other aspects of 
the budget where we have not had that 
same degree of cooperation, and I 
would hope that we would use the 
model that the committee was able to 
do on Medicare in working together to 
deal with the problems that we have 
and to improve the prog-rams for our 
seniors. We could do that in more as
pects of the budget agreement, and I 
hope we will as we move forward on the 
budget and work together in a bipar
tisan manner. 

Mr. THOMAS. Mr. Speaker, I yield 
myself the balance of my time. 

The SPEAKER pro tempo re (Mr. 
DREIER). The gentleman from Cali
fornia is recognized for 1 minute. 

Mr. THOMAS. Mr. Speaker, I thank 
the gentleman from Maryland. It was a 
pleasure working with him. My hope is 
that I will have an opportunity to work 
with him again on important legisla
tion. He may deny me that chance by a 
decision he may make in another polit
ical arena. But the thing I admire most 
about the gentleman from Maryland is 
that he deals from a basis of fact. 

We have heard a number of people re
peat the $16 billion for 5 million chil
dren. For the last time, unchallenged, 
the Congressional Budget Office said 
the President's plan in his budget, $21.9 
billion would produce only 830,000 chil
dren covered. If anyone stands up and 
says, there was a promise of 5 million 
children and someone reneged, they are 
playing fast and loose with the facts. 
The reason we were able to build the 
consensus was because members of 
Ways and Means did not do that. 
Shame on Members if they do it on the 
floor. 

I would like to say, Mr. Speaker, that 
the Medicare provisions in this mark 
are outstanding because of the coopera
tion on both sides of the aisle, and I 

· want to thank all of the members and 
staff for helping put this magnificent 
product together. 

Ms. DELAURO. Mr. Speaker, I yield 
myself 25 seconds. 

This bill does not help working mid
dle-class American families. My col
leagues on the other side of the aisle 
accuse us of waging class warfare. It is 
they, in fact , who have declared war on 
the middle-class and those people who 
strive to make their way into the mid
dle-class. This bill makes deep cuts in 
programs for working families who de
pend on us for what they need to get 
done. It provides tax breaks for the 
wealthiest people in this country. I 
urge my colleagues to vote against it. 

Mr. Speaker, I ask unanimous con
sent that the balance of my time be 
controlled by the gentleman from New 
Jersey [Mr. p ALLONE]. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentle
woman from Connecticut? 

There was no objection. 
Mr. SHAYS. Mr. Speaker, I yield my

self 20 seconds to point out that next 
year, if one has four children, one will 
have returned in taxes $1,200. If one 
makes $40,000, one will get back $1,200. 
That is a middle-class family, and I 
think they will be happy to get that. 

Mr. Speaker, I yield 3 minutes to the 
gentleman from Florida [Mr. BILI
RAKIS], who is the chairman of the Sub
committee on Heal th and the Environ
ment of the Committee on Commerce. 

Mr. BILIRAKIS. Mr. Speaker, I 
thank the gentleman for yielding. 

Almost 2 weeks ago, Mr. Speaker, the 
Committee on Commerce forwarded to 
the House a budget reconciliation bill 
which reflects the hard work of many 
Members. I want to stress that all 
Members were given the opportunity to 
share their suggestions on improving 
this legislation, and many of their in
terests were incorporated into the bill 
and the chairman's mark or by the 
amendment process. The Democratic 
process was allowed to work. 

Regarding Medicare, as a Member 
from a district that has a large number 
of seniors, I set as a major personal 
goal the protection of Medicare bene
ficiaries . And make no mistake about 
it , Medicare beneficiaries will be pro
tected. In fact, our legislation contains 
many consumer protections that were 
not even considered by any of the prior 
Congresses. It addresses fraud and 
abuse within the Medicare program and 
ensures that the Medicare Trust Fund 
will remain solvent until the year 2008. 

The legislation contains many worth
while policy changes which would 
greatly benefit the elderly. All Medi
care beneficiaries will be given a choice 
of coverage through a new Medicare 
Plus program. Medicare Plus would 
allow beneficiaries to decide whether 
they want to receive their Medicare 
coverage through traditional Medicare 
fee-for-service, or through a newly-cre
ated Medicare Plus plan, with the op
tion, I repeat , with the option to return 
to traditional Medicare. 

Regarding Medicaid, this legislation 
eliminates some of the lengthy waiver 
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processes so States will obtain relief 
from burdensome Federal regulations. 
As a result, a State will have more 
time and more money to improve the 
quality of health care. Our committee 
was required by the budget agreement, 
if you will, to find savings in the 
States' disproportionate share pro
grams. Our legislation accomplishes 
this task in as equitable a manner as is 
possible considering the parameters 
placed upon us. 

Finally, our package establishes a 
new child heal th assistance program 
which provides grants to States in 
order to expand heal th access for cur
rently uninsured children, a plan which 
received an 18 to 3, an 18 to 3 approval 
vote from the Democrats on the com
mittee. 

In conclusion, Mr. Speaker, I truly 
believe that this bill must be judged 
through the prism of our shared re
sponsibility to our constituents and 
the Nation as a whole, and when our 
common interests are considered, it is 
important to bear in mind our ultimate 
goal: To deliver a balanced budget to 
the President 's desk while at the same 
time reforming and saving Medicare 
and Medicaid without in any way hurt
ing the beneficiaries. 

Finally, I want to personally thank 
the majority and minority staff for 
their hard work. They have put in 
many hours over the past month, and I 
want them to know how much we all 
appreciate their efforts. I especially 
want to recognize Howard Cohen, Eric 
Berger, Kay Holcombe, Bridgett Tay
lor, and Ed Grossman. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentlewoman from 
Michigan [Ms. RIVERS]. 

Ms. RIVERS. Mr. Speaker, I find 
much to criticize in this particular pro
posal, but I rise today to raise concerns 
about one particular element, that of 
medical savings accounts within the 
Medicare proposals. 

The medical savings accounts were 
not part of the original budget deal and 
they represent a $2 billion burden on a 
Medicare system that is struggling to 
make it into the next century. I am 
concerned, Mr. Speaker, that only 
those who are relatively young and 
heal thy may well make this choice and 
leave the rest of Medicare to treat 
those who are older, sicker, poorer, and 
therefore more expensive to care for. 

Companies that currently offer 
MSA's do not want to enroll people 
with heal th pro bl ems and in fact are 
not required to do so under the law. As 
a matter of fact, I would share with my 
colleagues a communication between a 
would-be subscriber and Golden Rule 
Insurance Company in which Golden 
Rule responds, "Thank you for your in
terest in our company. We do currently 
market health insurance, including the 
medical savings accounts in your 
State. However, your medical condi
tion of diabetes would not be one that 

would fall within our underwriting 
guidelines. Therefore, we would not be 
able to consider your coverage." 

They go on to explain that their un
derwriting standards are very strict 
and this allows them to charge the low
est rates. 

Mr. Speaker, my concern is that the 
wealthy and the healthy will leave 
Medicare, leaving the system to deal 
with those who are much sicker. We 
will see costs rise in a way that we can
not afford. 

In addition, the MSA's in this bill are 
not just health plans, they are addi
tional government checks written to 
those who have sufficient resources to 
take a risk on a high deductible plan. 
It is important for people to realize 
that MSA 's can be used for nonmedical 
expenses as long as the balance of an 
account stays at 60 percent of the de
ductible. Moreover, if someone elects 
to take the money out of their medical 
savings accounts, up to 40 percent, 
they are not penalized, as long as they 
keep that balance. 

This is not a health care option, this 
is just free money. Then, when the 
large medical expenses begin to loom 
in the future of the person, MSA hold
ers can then game the system, go back 
to the main Medicare program and 
avoid personal responsibility for 
deductibles of up to $6,000, all the while 
demanding that the pool that they left 
behind, that they abandoned, now 
cover all of their costs. 

It is not fair, and it is a good reason 
to vote no. 

Mr. SHAYS. Mr. Speaker, I yield my
self 5 seconds to point out that under 
the Medicare plan they have to take 
all; they cannot discriminate. 

Mr. Speaker, I ask unanimous con
sent to yield 12 minutes to the gen
tleman from Florida [Mr. SHAW], who 
chairs the Subcommittee on Human 
Resources of the Committee on Ways 
and Means, the expert on welfare re
form, and that he be allowed to control 
that time. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Connecticut? 

There was no objection. 
Mr. SPRATT. Mr. Speaker, I yield 3 

minutes to the gentleman from Min
nesota [Mr. SABO], former chairman of 
the Committee on the Budget. 

Mr. SABO. Mr. Speaker, I thank my 
friend, the ranking member, for yield
ing. Let me say to him, I admire the 
work that he has done in behalf of this 
House and our caucus. It has been truly 
outstanding. 

Mr. Speaker, I wish I could be here 
today to say that I could vote for this 
bill. I cannot, and I hope I will be able 
to when it comes back from conference 
committee. 

Mr. Speaker, let me focus on one pro
gram that I think has the potential to 
be a great positive, but is a long way 
from achieving its goal. That is the 

program to expand coverage of unin
sured children in this country. 

0 1530 
There are many pro bl ems with the 

program as it is structured in the bill 
today. But let me focus on one that has 
not been subject to much discussion. 
The reality is that, however we resolve 
the various disputes that relate to the 
structure of children's health care, the 
States will play a vital role. The other 
reality is that many States have al
ready acted in a very aggressive fash
ion through Medicaid or through other 
plans to expand and cover kids with 
health insurance, sometimes in the 
public sector and sometimes in the pri
vate sector. 

Unfortunately, the way the bill is 
structured today, either by design or 
by accident, it is structured so it pe
nalizes every State that has acted and 
rewards the States that have done 
nothing, or done very little. I think 
that is both unfair and bad public pol
icy. It sends a totally wrong message 
to every State in this country that we 
ask to be aggressive and to be creative 
in dealing with problems in our coun
try. 

How does it happen? The question is, 
Do we measure the distribution from 
the Federal Government to the States 
on the basis of kids in need? I think we 
should. Unfortunately, the bill simply 
does it by the number of uninsured 
kids, which guarantees that every 
State that has acted is penalized. I 
would hope, as this bill goes to con
ference, that we resolve some of the 
definition of benefits and the scope of 
coverage in an adequate way, but let us 
also not penalize Stat.es for having 
acted. 

Mr. SHAW. Mr. Speaker, I yield my
self 30 seconds. 

Mr. Speaker, there have been several 
speakers who have come to the floor on 
the other side of the aisle who have, I 
am sure unintentionally, misstated 
what this bill says. I would like to say 
to them in the area of discrimination 
that people coming off of welfare cer
tainly are not discriminated against. 
In fact, they are protected by title VI 
of the civil rights bill, which reads, and 
which is incorporated into the law, 
that "No person in the United States 
shall, on the ground of race, color, or 
national origin, be excluded from par
ticipation in, be denied the benefits of, 
or be subjected to discrimination under 
any program or activity receiving Fed
eral financial assistance.' ' 

Mr. Speaker, I yield 3 minutes to the 
gentlewoman from Washington [Ms. 
DUNN], a member of the Cammi ttee on 
Ways and Means. 

Ms. DUNN. Mr. Speaker, I am pleased 
to speak in support of the provisions in 
the Balanced Budget Act that 
strengthen the welfare reform law 
signed into law last August by our 
President. We have made several im
provements to our new welfare system, 
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improvements that reinforce the value 
of work, not the dependence on welfare. 

These changes also reflect a good
faith compromise that was made with 
the President on the transition from 
welfare to work for noncitizens. Our 
new bill maintains our basic policy on 
the matter of welfare and workfare for 
noncitizens as a policy that is based on 
the belief that taxpayer-funded assist
ance should be reserved for people who 
are citizens of the United States. 

The budget reaffirms that people who 
come to America will be welcome to 
pursue the opportunities of our great 
Nation, but not to go on welfare. We 
encourage those individuals to seek 
support not from the taxpayer but 
from their relatives and their sponsors, 
as has long been the law in .this Nation. 

We came to a compromise, Mr. 
Speaker, on the issue of benefits for el
derly and for disabled noncitizens who 
were already receiving assistance be
fore the welfare reform bill was passed 
last August. To them this bill says: 
You will not be asked to play by dif
ferent rules. The rules of the game will 
be the same. If you were in a nursing 
home on August 22, 1996, you will re
tain that benefit. If you were receiving 
SSI last August 22, you will continue 
to receive that assistance. 

We have set $9 billion aside, and I 
will make that loud and clear; nonciti
zens getting benefits on August 22, 1996, 
are grandfathered, period. 

In the era of the minimum wage, we 
guarantee that those on workfare will 
receive the minimum wage, but we also 
believe in calculating this minimum 
wage that food stamps as well as cash 
be considered. That total will deter
mine how many hours of work a person 
will work. 

The bill also includes a $3 billion wel
fare-to-work grant which specifically is 
targeted to the hardest hit. This 
money will be provided to areas with 
the highest concentrations of poverty, 
unemployment, and people on welfare. 
This grant truly will focus resources on 
the areas most in need. This is new 
money since last year's bill was signed, 
and it is another effort to get welfare 
money to people who truly need these 
dollars. 

Mr. Speaker, I urge my colleagues to 
support this budget. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentleman from Florida 
[Mr. DAVIS]. 

Mr. DAVIS of Florida. Mr. Speaker, I 
rise in qualified support of the budget 
resolution. As a member of the Com
mittee on the Budget, I have worked 
hard with the gentleman from South 
Carolina [Mr. SPRATT] and others to 
try to conform the budget resolution to 
the budget agreement, and to strike 
the balance between protecting our Na
tion's priorities and securing a reason
able approach toward a balanced budg
et. The budget agTeement in fact did do 
that. 

Unfortunately, the agreement just 
barely does that now. It still continues 
to balance the budget, and I will vote 
for it today for that reason, because it 
also protects our most important prior
i ties. We are dangerously close to un
raveling this agreement because of 
many extraneous matters that have 
been inserted in it, including some of 
which were specifically agreed not to 
be pursued as part of the budget agree
ment. 

Let me share with the Members two 
of the more egregious examples. One is 
the alterations to the Federal Labor 
Standards Act that have been dis
cussed, that have the effect of reducing 
people who are moving from welfare 
into work to second-class citizens in 
terms of some of the protections we 
otherwise afford to employees. 

The second provision, which was spe
cifically agreed not to be included in 
the budget agreement, was to treat 
legal immigrants differently with re
spect to eligibility for disability bene
fits. These are two provisions that 
must be fixed in the conference com
mittee in order for this budget agree
ment, in order for the Budget Rec
onciliation Act, to pass. 

I will vote for it today, but let us not 
repeat the same mistakes we made on 
flood relief. Let us not load up what 
otherwise could be a good bill with un
related matters that will have the ef
fect of forcing a veto and taking us off 
track. 

Mr. Speaker, I rise in qualified support of 
H.R. 2015, the entitlement reform portion of 
the budget reconciliation package. I strongly 
supported the budget agreement and the reso
lution we passed last month. I believe that 
agreement represented a fair compromise and 
a good first step in restoring fiscal sanity to 
our Federal budget process. Now, a little over 
a month later, with the details of the plan filled 
in, there are serious questions whether certain 
provisions in the bill before us today violate 
both the spirit and the letter of the agreement. 

Last Friday, I voted for this bill, in com
mittee, with the clear understanding that a 
manager's amendment would be offered to fix 
many of the most egregious shortcomings in 
the bill. Some of them, such as the protection 
of low-income Medicare beneficiaries, the ex
pansion of children's health coverage, and the 
minimum wage security for participants in 
workfare, have been modified. Unfortunately, 
critical differences have not yet been resolved 
on a range of issues including the restoration 
of benefits for legal immigrants-which was 
explicitly included in the agreement-and the 
application of all Fair Labor Standards Act pro
tections to workfare participants. 

I am concerned that we are again set to 
play politics and brinkmanship on an issue of 
vital importance to the American people. Last 
month, Congress loaded up the disaster sup
plemental appropriations bill with extraneous 
provisions the President was certain to veto. 
After weeks of delays, causing serious prob
lems for the flood victims, we finally stopped 
the wars of rhetoric and posturing, and sent 
an appropriate bill to the President. 

Now I am concerned that a similar mistake 
will be made on the balanced budget agree
ment-trying to push the President into a cor
ner by adding extraneous items which have no 
place in a deficit reduction package. For ex
ample, medical malpractice reform is a serious 
issue which warrants serious consideration 
outside of this reconciliation bill but which only 
jeopardizes the chances that this package will 
ultimately be enacted into law. 

Ultimately, I believe these issues will be ad
dressed in the conference committee, the next 
step for this bill, and I will support the package 
today as a recommitment to the goals of the 
bipartisan budget agreement and in an effort 
to move this process forward to conference. 
My hope is that by the end of the conference, 
we will all be able to enthusiastically support 
the reconciliation bill representing both the let
ter and the spirit of the historic bipartisan 
agreement. 

Mr. SHAW. Mr. Speaker, I yield 2 
minutes to the gentleman from Penn
sylvania [Mr. ENGLISH], a very valuable 
member of the committee. 

Mr. ENGLISH of Pennsylvania. Mr. 
Speaker, I thank the gentleman for 
yielding time to me. 

Mr. Speaker, I rise in strong support 
of the Balanced Budget Act, in part be
cause this legislation contains a vital 
$3 billion welfare-to-work grant pro
gram to create a path for long-term 
welfare recipients to enter the work 
force. For welfare reform to work, we 
have to give the States and the local
ities the flexible tools they need to 
provide a transition for people to leave 
welfare, to escape the poverty trap, and 
to enter the mainstream of the Amer
ican economy. This program, developed 
in the Committee on Ways and Means, 
does just that. 

Mr. Speaker, the focus of this fund
ing is on areas with the highest con
centrations of poverty, unemployment, 
and welfare enrollment, so resources 
will be available to those areas with 
the greatest need. We know we do not 
have sufficient programs for incentives 
currently to help welfare recipients 
with little work experience success
fully enter the work force. This pro
gram, coupled with the expanded work 
opportunity tax credit and the new 
welfare-to-work credit contained in the 
tax section of our budget, create real 
opportunities for the able-bodied poor 
to participate in the productive econ
omy. It will encourage State policy 
creativity in developing local solutions 
to move people from welfare to work. 

There is also a strong workfare provi
sion in this bill. Just to remind the 
folks on the other side of the aisle, it 
contains protections for mimmum 
wage. It contains protections for the 
40-hour work week, for antidiscrimina
tion legislation, protections for health 
and safety, protections for nondisplace
ment and a grievance procedure. To lis
ten to the speeches on the floor this 
morning, we would think they have not 
read the bill. 
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Mr. Speaker, I urge all of my col

leagues on both sides of the aisle, espe
cially those representing depressed 
urban communities, to support this 
legislation and provide the assistance 
their constituents need to get out of 
the welfare trap. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentleman from North 
Dakota [Mr. POMEROY]. 

Mr. POMEROY. Mr. Speaker, I thank 
the gentleman for yielding time to me. 

Mr. Speaker, I intend to support the 
bill before us, although I find it to be a 
disappointingly close call. We are early 
in the legislative process on actually 
carrying through this historic balanced 
budget agreement reached earlier be
tween congressional leaders and the 
President, and affirmed earlier by this 
Chamber in the budget resolution. Now 
that we get down to the actual business 
of the legislating language, I find that 
the package before us substantially 
carries forward the agreement and the 
resolution, getting us on a balanced 
budget footing. Unfortunately, it falls 
short of the guarantees explicitly that 
are part of the agreement, like the 
commitment to extend coverage to 
children. 

In other areas, totally nonbudget 
items are jammed onto this bill, much 
like the nondisaster aid items that be
deviled us so in trying to get relief to 
the flood-stricken areas for weeks. 

An area here that I find most dis
turbing is the expansion of portability 
and health insurance coverage Act, 
known as EPHIC. It is the old multiple 
employer welfare arrangement rejected 
in the last Congress, that has again 
been jammed into this bill. This provi
sion, if ultimately enacted, would de
prive ultimately millions of people in 
the workplace from their State-pro
vided consumer protections in dealing 
with health insurance. Do we think 
that is a good idea? I certainly do not. 
But it is an important concept that, at 
least, would warrant debate. 

When I went to the Cammi ttee on 
Rules to seek, along with a Republican 
colleague, a stand-alone debate on this 
non budget i tern, in the context of this 
act, we were not allowed it. It is a clas
sic case of taking a policy nugget unre
lated to the budget and jamming it 
into the bill. As far as I am concerned, 
this is a deal-breaker, and I will vote 
against the bill coming out of con
ference committee if it looks like the 
bill before us. 

But we are not at that point in time. 
It is important to keep the process 
moving, and therefore, I urge a "yes" 
vote. 

Mr. SPRATT. Mr. Speaker, I yield 1 
minute to the gentleman from Min
nesota [Mr. MINGE]. 

Mr. MINGE. Mr. Speaker, the legisla
tion now moving through this body is 
unsettling to most of us. It is marketed 
by many as the path to balance the 
budget. Indeed, it appears we are more 

likely to balance the budget with this 
legislation than without it. However, I 
would like to emphasize, it is a close 
call. We should be 'humble when we 
talk about the legislation. 

To move the process ahead to con
ference, to show support for the Presi
dent, to demonstrate bipartisanship, I 
will vote for the bill. But let me add 
some caveats. 

First, we need strong enforcement 
mechanisms in all legislation that af
fects the budget. Second, we must stop 
using the Social Security trust fund to 
mask the size of the deficit, and recog
nize the long-term train wreck that 
awaits us with the Social Security sys
tem if we do not aggressively move to 
fix it. 

Finally, we must try harder. We 
must avoid exploding tax cuts, we must 
not give blank checks to programs, we 
must limit our appetite for weapons 
systems. This legislation is one small 
step in the political process. Let us 
move the process ahead. 

Mr. SHAW. Mr. Speaker, I yield 3 
minutes to the gentleman from Ari
zona [Mr. HAYWORTH], a valuable mem
ber of the Committee on Ways and 
Means, and a member of the Sub
committee on Human Resources. 

D 1545 
Mr. Speaker, I thank the sub

committee chairman for yielding me 
the time. 

Mr. Speaker, I would invite those 
who control the television cameras 
which broadcast these proceedings 
from coast to coast and around the 
world to take the proper perspective as 
I address in this well one of the dangers 
we face from those who would oppose 
this reconciliation act, one of the dan
gers we face from those who continue 
to distort what is at stake for the 
American people. 

Mr. Speaker, I hold here R.R. 3734, 
one of the crowning achievements of 
the 104th Congress. Mr. Speaker, it is 
this bill that took the important steps 
in the 104th Congress to change welfare 
as we knew it, to move people from 
welfare to work. 

Mr. Speaker, the danger in opposing 
the provisions that the new majority 
offers in this act would have the effect 
of taking this important piece of legis
lation and throwing it away, dropping 
it into the trash can, radically chang
ing the intent of what transpires. 

Good people can disagree. I will offer 
a perspective that needs to be heard, 
Mr. Speaker, by the American people 
and especially those who continue to 
champion the endless expansion of ben
efits and the destruction of welfare re
form. Let me offer a real story from a 
real State, the 48th State in this Na
tion, the one that I represent, Arizona. 

Let me quote to my colleagues the 
perspective of the Arizona Department 
of Economic Security director, Linda 
Blessing, in talking about the old wel-

fare programs, "The status quo was not 
cutting it," and to further quote from 
her statement, "We handcuffed people 
into dependency." 

Mr. Speaker, the facts are that we 
have moved in a successful, deliberate, 
commonsense fashion to move people 
from welfare to work. More than 38,000 
welfare recipients have dropped off the 
roles in Arizona since 1994, when the 
height of the enrollment in our State 
in that year was 195,000. The taxpayer
supported welfare program in Arizona 
has helped 23,000 recipients find needed 
employment training-, placed 6,800 re
cipients in jobs, that is an increase of 
1,000 recipients from last year. 

We need to continue the successful 
trend, allow States like my home State 
of Arizona to work with the $3 billion 
welfare-to-work grant to move yet 
more families from welfare to work. 
What we provide for this, this legisla
tion does so because we have listened 
to the Governors. We have improved 
the legislation. We have expanded edu
cational benefits. We have taken a 
commonsense approach. The Federal 
Government, along with State govern
ments, both made great strides with 
the welfare reforms passed last year. 
Now is the time to provide those State 
and local governments with flexibility. 
Do not trash welfare reform; build on 
it. Adopt the resolution. 

Mr. SPRATT. Mr. Speaker, I yield 30 
seconds to the gentlewoman from 
Texas [Ms. JACKSON-LEE]. 

Ms. JACKSON LEE of Texas. Mr. 
Speaker, what my good friend from Ar
izona fails to acknowledge is that wel
fare reform in its best sense was bipar
tisan of Democrats and Republicans. 
What this spending bill does is takes 
the rights away from working welfare 
people, does not provide them with pro
tections of fair labor standards laws, 
does not provide them with protection 
against sexual harassment, does not 
treat them as workers who get equal 
pay for equal work. That is why we are 
against this spending bill, because it 
dishes the welfare reform that we put 
together in a bipartisan Congress. I am 
ashamed of what is coming about in 
this pending bill. 

Mr. SPRATT. Mr. Speaker, I yield 3 
minutes to the gentleman from Michi
gan [Mr. DINGELL], ranking member of 
the Committee on Commerce. 

Mr. DINGELL. Mr. Speaker, I com
mend my good friend for the fine work 
which he has done on this very impor
tant subject. I had voted for the prior 
resolutions on this matter. I regret I 
will not be able to do so. 

This budget suffers from a number of 
fatal defects, the most important of 
which, it breaches agreements con
tained in the earlier budget resolution 
and it will not achieve a balanced 
budget. There are a number of defects 
with regard to medical savings, with 
regard to moneys which should better 
be spent for preventive care such as 
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mammographies, prostate cancer 
screening, and more. The bill treats the 
young people of this country poorly. It 
will not achieve a balanced budget. The 
Committee on Rules put in sweeping 
amendments to the section on spec
trum auctions that have completely 
gutted taxpayer protections that were 
included in the Committee on Com
merce's recommendations. 

Our committee made sure that the 
public's assets would not be sold at fire 
sale prices by permitting spectrum 
auctions to be canceled if they did not 
raise a minimum amount of revenue. 
The policy changes included in this bill 
were rejected by the Committee on 
Commerce members, and for good rea
son; they do not protect American tax
payers. Indeed they do great harm to 
them. 

My colleagues need to know one issue 
of permanent and paramount impor
tance. A sizable portion of this budget 
bill is held together by sham and fraud 
consisting of phony revenue assump
tions about the value of spectrum auc
tions. We know that the revenue as
sumptions here are phony. We have 
seen them before. 

Last September Congress ordered a 
spectrum auction for the sole purpose 
of plugging a revenue gap. CBO esti
mated that the auction would raise $1.8 
billion. Instead the auction produced 
just $13 million, less than one penny on 
the dollar. One speculator won the 
right to serve four States for a total of 
$4. It appears that the Committee on 
the Budget, like the Bourbons of 
France, have learned nothing from this 
and forget nothing also. 

The evidence shows that the market 
for radio spectrum is saturated and de
mand is at an all-time low. Yet we are, 
under the aegis of the Committee on 
the Budget, proceeding to rush forward 
to sell out spectrum for pennies on the 
dollar under a pretense that it will bal
ance the budget. In fact, it will not. 
The money is not there and we are 
looking at further deficits because of 
the fact that we have lied to ourselves, 
lied to each other, and lied to the 
American people. 

Even the FCC chairman says his en
gineers cannot identify where at least 
half the sp~ctrum will come from and 
that they have no idea how this will be 
accomplished. We have also learned 
that some of the spectrum identified 
for auction in this bill is currently 
used by the FAA. We can be sure then 
that this proposal will jeopardize the 
heal th and the safety of the flying pub
lic. 

Beyond this, the GAO report says op
erations like Desert Storm could be se
verely impaired by the auction of radio 
frequencies. Can the Committee on the 
Budget or the Committee on Rules as
sure members of this committee that 
the bill will not have a disastrous ef
fect on the viability of the Nation's 
military operations? Put your exper-

tise against the GAO, which says that 
this puts our national defense effort at 
severe risk. 

The losers here are going to be the 
American taxpayers who are not only 
being misled but who will continue to 
face a continued mounting budgetary 
deficit because of a phony set of as
sumptions and a doomed-to-fail policy 
on spectrum auctions. 

Mr. SHAW. Mr. Speaker, I yield my
self such time as I have remaining. 

The SPEAKER pro tempore (Mr. 
DREIER). The gentleman from Florida 
[Mr. SHAW] is recognized for 4 minutes. 

Mr. SHAW. Mr. Speaker, a year ago, 
approximately a year ago, I stood at 
this microphone in support of welfare 
reform, a most historic bill. 

The gentlewoman from Texas a few 
moments ago said that she supported 
it. If we look at the voting records , she 
did not. She voted against it. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, will the gentleman yield? 

Mr. SHAW. No, I will not, Mr. Speak
er. 

But I would like to g·ive her the good 
news, that since welfare reform, since 
1995, in the State of Texas the welfare 
rolls are down 24 percent. That is un
heard of. It is unprecedented in the his
tory of this country. Welfare reform 
has done more for the poor, the needy, 
than any piece of legislation that has 
ever come out of this Congress. And let 
there be no mistake about it. Those 
figures are out there and they are na
tionwide. Nationwide. It has been a tre
mendous success. 

When I stood here a year ago I said 
there was still much work to be done. 
There were corrections to be made. I 
want to do away with some of the rhet
oric and some of the misinformation 
that has been on this floor today. We 
do not provide or allow for in this bill 
any discrimination about people com
ing off of welfare. On unemployment, 
the people that are going into the pri
vate sector, they have all of the protec
tion that any of the workers in this 
country have. Those that are working 
for their benefits, they have the protec
tion against discrimination. However, 
there are a few protections they do not 
have. When their benefits run out, they 
cannot start collecting unemployment 
compensation. They do not have the 
FICA contributions. Those are things 
that there is disagreement in this con
ference about. I recog·nize that, but I 
must say to the Speaker and to my col
leagues that once they get into the pri
vate sector, there is no difference be
tween them and any other worker. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, will the gentleman yield? 

Mr. SHAW. No, I will not. 
Mr. Speaker, I would ask the Chair to 

admonish the gentlewoman from Texas 
not to interrupt me. 

The SPEAKER pro tempore. The gen
tleman from Florida [Mr. SHAW] con
trols the time. 

Mr. SHAW. Mr. Speaker, there is also 
another area that I think that there is 
great misunderstanding, there is the 
part referring to SSI for noncitizens. 
We have a genuine disagreement with 
the President. We thought we came up 
with a better solution. The President's 
plan would call for 60 percent of non
citizens, the elderly, to come off of 
SSL We did not want to do that. So 
what we did, we grandfathered in all of 
the noncitizens that were receiving SSI 
on August 22, when the welfare bill was 
signed. We thought that was much fair
er than pushing them out and then 
having them come back and prove that 
they were disabled, knowing that 
roughly half of them would never get 
back on and they would lose their Med
icaid as well as their SSI payments. 

This is very important. We thought 
ours was the more humane way to go. 
The President thought it was best to 
take the elderly off and exchange their 
benefits to allow people that were here 
on August 22 that might become dis
abled, most of them will not, but those 
that did become disabled sometime in 
the future could get onto SSL It is a 
disagreement we have, but it I might 
say in the full committee, after we 
made our argument, no one even of
fered the President's plan. No one of
fered the President's plan in the Com
mittee on Ways and Means. Why? Be
cause they did not want to hear the ar
g·ument that they were throwing the 
elderly off. I do not blame them. I 
would not have offered it either. 

Another area that I would like to dis
cuss is the area of minimum wage. In 
this bill, in a very bipartisan manner, 
we adopted the President's definition 
of minimum wage. We say in deter
mination of minimum wage when 
working for your benefits that the only 
thing that will be included is the cash 
payments and the food stamps. 

This is what the President wanted. 
This is what we gave to the President. 
This is a bipartisan bill and we have 
taken a bipartisan attitude in working 
with many of the Democrats. I hope 
that we get a good vote. Vote "yes" on 
the bill. 

The SPEAKER pro tempore. The 
time of the gentleman from Florida 
[Mr. SHA w] has expired. 

Mr. PALLONE. Mr. Speaker, I yield 2 
minutes to the gentleman from Michi
gan [Mr. LEVIN]. 

Mr. LEVIN. Mr. Speaker, I speak as 
someone who supported the reform of 
AFDC and I very much continue to 
support it. Let me address two issues. 

The Fair Labor Standards Act. I 
favor moving people off of welfare to 
work. They should not be treated as 
second-class citizens, and you do that. 
You take away the protection of the 
Fair Labor Standards Act, and then 
you go back in, the States must pay a 
minimum wage. They do not have the 
protection of Federal law. There is no 
clear enforcement, and you take away 
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the protection against sexual harass
ment. Why? What do you do that for? 

People should move from welfare to 
work. They should not be second-class 
citizens. Period. 

In fact, our hope is the opposite, to 
maintain the dignity and the integrity 
of work. Legal immigrants; look, we 
did not offer the President's proposal. 
We offered something that built on 
that. It was turned down by one vote, 
even though there was the money there 
to pay for it. The gentlewoman from 
Washington said, well, everybody 
should play by the same rules. No, you 
are asking people who were here Au
gust of 1996, who became injured after 
that, to play by different rules. They 
are out in the cold. That is an irra
tional, inhumane line. We should not 
be drawing it. 

I am going to vote against this bill in 
part because I am hoping that we will 
indeed have Mr. SHAW, whom I very 
much respect, in a bipartisan effort to 
work out these problems in conference 
committee. Do not treat anybody in 
this institution as a second-class cit
izen and do not renege on the budget 
agreement regarding legal immigrants. 
They were here legally. We should not 
differentiate people according to when 
they were disabled. 

Mr. SHAYS. Mr. Speaker, I ask unan
imous consent that the distinguished 
chairman of the Committee on Com
merce, the gentleman from Virginia 
[Mr. BLILEY], control 12 minutes of the 
time. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Connecticut? 

There was no objection. 
The Chair recognizes the gentleman 

from Virginia [Mr. BLILEY]. 
Mr. BLILEY. Mr. Speaker, I yield 

myself 21/2 minutes. 
Mr. Speaker, we are at a historic 

point for this Congress. For the first 
time in 32 years, we have the ability to 
balance the Federal budget by the year 
2002. The bipartisan agreement set 
forth by the administration and this 
Congress allows each of us the oppor
tunity to address the most serious and 
immediate issues facing our Nation 
today. In particular, the Committee on 
Commerce labored long and hard to 
meet its shared goals of balancing the 
budget. 

D 1600 
We strengthened and preserved the 

Medicare Program. Today's bene
ficiaries will have access to a wide va
riety of coverage choices and a broader 
package of preventive benefits. They 
will be served by stronger antifraud 
measures and beneficiary protections. 
Tomorrow's Medicare beneficiaries are 
also served by this legislation which 
establishes a baby boom commission to 
identify solutions to the long-term fis
cal threats facing the Medicare Pro
gram. 

We adopted flexibility reforms under 
the Medicaid Program long sought by 
the States and proposed by the admin
istration in its 1998 budget. It estab
lishes new coverage options, including 
12-month continuous coverage of chil
dren and enhanced managed care qual
ity assurance standards. 

Finally, the committee approved leg
islation that targets $16 billion to ex
pand coverage and services to low-in
come uninsured children. Most of this 
fund is made available to the States 
through the Child Health Assistance 
Program, a matched mandatory gTant 
program for low-income uninsured 
children. The program provides cov
erag·e and services such as immuniza
tions and other medications that will 
expand coverage and provide much 
needed services to low-income unin
sured children. 

It is no small task to produce a pack
age which extends the solvency of the 
Medicare Program, improves benefits 
for Medicare beneficiaries, and pro
vides coverage and services for low-in
come uninsured children. But that is 
exactly what we have done. I am proud 
of the work that the Committee on 
Commerce has done, and I believe that 
every member of the committee and 
every Member of this House should be 
proud of supporting this legislation. 

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

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentleman from Texas 
[Mr. DOGGETT]. 

Mr. DOGGETT. Mr. Speaker, as a 
member of the Committee on the Budg
et who has supported this balanced 
budget agreement, I view this rec
onciliation bill to implement it as 
most unfortunate. In fact, I think it 
should go under the title 
"wreckconciliation" because it really 
wrecks this balanced budget agree
ment. It lacks in enforcement provi
sions. 

My colleagues will recall that we got 
a balanced budget agreement only at 
the last minute with some strange as
sumptions, a gyration that generated a 
spare $225 billion, or there would be a 
hole that big in the balanced budget 
agreement. 

Well, yesterday the same thing hap
pened. They were about $11 billion 
short yesterday; and instead of trim
ming spending or adjusting the tax 
breaks, they felt the best thing to do 
was to speculate on a spectrum auction 
that will occur over the next 5 years 
and manipulate the numbers to add $11 
billion so that it would work out just 
right. 

You see, this agreement is based on 
many questionable assumptions that 
we hope will come true. It represents 
promises. It represents a hope and a 
prayer. It represents a firm "maybe". 
But it certainly is not a guarantee that 
we will ever have a balanced budget. 
And that is why it is so important to 

have meaningful enforcement provi
sions, not some day in the future but 
right here in this agreement. It lacks 
them; and, therefore, I say it is a wreck 
of that budget agreement. 

Well, if it is a wreck for our fiscal 
health, what about our physical 
health? For the 10 million American 
children who have no health insurance, 
growing by 3,000 children a day, it is 
truly a wreck because not one of them 
is guaranteed access to health insur
ance under this bill. And for Texans, it 
means almost $1 billion less for Texas 
hospitals. 

This is a step backward. It is a step 
away from this budget agreement. And 
now is no time to avoid the need for en
forcement of the budget agreement and 
for addressing the real health care con
cerns of working American families 

Mr. BLILEY. Mr. Speaker, I yield P/2 
minutes to the gentleman from Illinois 
[Mr. HASTERT]. 

Mr. HASTERT. Mr. Speaker, I thank 
the gentleman from Virginia [Mr. BLI
LEY] for yielding me the time, and I 
want to congratulate him on the work 
he has done. 

Mr. Speaker, we hear a lot of speech
es here. Some are pretty informational, 
and some really border on dema
goguery, just plain demagoguery. But 
let us look at the facts. 

The facts are, if KidCare services are 
dropped, at least 2.6 million low-in
come uninsured kids will lose. The 
analysis by CBO and ORS estimated 
that KidCare services will insure an ad
ditional 2.595 million children. Pre
serving the services of KidCare insures 
a grand total of 5 million currently un
insured children. 

So what we saw a few minutes ago is 
not what we get. What we really get 
are kids that do not have insurance 
today being covered, being able to go 
to the doctor, being able to go to the 
emergency room, being able to be 
taken care of and get the inoculations 
they need. 

The budget agreement calls for 
KidCare services, and not only services 
but the expanded coverage low-income 
and uninsured kids do not have today. 
The KidCare agreement provides chil
dren's health services. It helps hos
pitals and community health centers. 
That is where the entities are that can 
best help our children, the most 
unserved children today. 

The budget agreement also provides 
and allows services to make support for 
our Nation's 70 Children's Hospitals 
possible. I thank the gentleman from 
Virginia [Mr. BLILEY], the chairman, 
for the fine work he has done. 

Mr. SPRATT. Mr. Speaker, I yield 2114 
minutes to the gentleman from Texas 
[Mr. BENTSEN]. 

Mr. BENTSEN. Mr. Speaker, first of 
all I want to thank the gentleman from 
South Carolina [Mr. SPRATT], the rank
ing Democrat, for recognizing me and 
thank him for the work he has done on 
this bill. 
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My colleagues, this is a very difficult 

bill. On the one hand, there are some 
things in this bill that are really quite 
good. I commend the Committee on 
Commerce for the work that they did 
with respect to medical education and 
the carve-out of the AAPCC so the that 
managed-care companies will once and 
for all begin to share in the cost of 
medical education because they also 
share in the benefit. That is a very im
portant issue. I hope that survives the 
conference, should this bill move 
through and pass today. 

It also includes another provision 
which I have sponsored, as I have spon
sored legislation dealing with medical 
education, dealing with Medigap or 
supplemental insurance , in providing 
for annual coverage and the ability for 
our senior citizens to really have a 
choice between managed care and fee
for-service by being able to move back 
and forth and not lose their right to 
that Medigap insurance. 

It includes the PSO for providers 
such as hospitals and physicians to 
compete effectively with managed care 
in this new health care world that we 
have. Those are good things, and I hope 
they survive. And, of course, it does ex
tend the Medicare Program and it does 
balance the budget, and that is good as 
well. 

But, my colleagues, I still have great 
concerns about the Committee on Com
merce portion dealing with dispropor
tionate share under the Medicaid part 
of the bill. That would treat 13 States, 
including my home State of Texas, 
much differently than it would treat 
the other 37 States. 

Those 13 States would receive a 40 
percent cut in their disproportionate 
share in the year 2002, twice as much as 
the next nearest State under the for
mula that is used. And the formula is 
flawed because the formula uses as the 
baseline the fiscal year 1995 numbers, 
but it determines the State by using 
fiscal year 1997 numbers. The problem 
with this is they are using two dif
ferent types of data. They are using 
data from fiscal year 1995 and data 
from fiscal year 1997. It is highly in
equitable to the 13 States, including 
the State of Texas. 

This matter absolutely must be fixed 
by the administration and by the con
ferees if this bill is going to be for
warded to all the States of the Union. 

Mr. Speaker, I am voting for this legislation 
today to continue our process toward enacting 
a fair plan that balances the Federal budget 
for the first time since 1969. But I do so only 
after receiving the strong commitment of the 
Clinton administration and Budget Committee 
Chairman JOHN KASICH to correct a Medicaid 
cut formula that is unfair to Texas and 12 
other States dependent on the Dispropor
tionate Share Hospital [DSH] Program. 

My future support for this legislation is con
tingent on the conference committee cor
recting the DSH formula so that it is fair to 
Texas. If that does not happen, I will not vote 
for the conference report. 

I am pleased that, during debate on the rule 
for this legislation, Chairman KASICH repeated 
the pledge he made in the Budget Committee 
to change the DSH formula to make it more 
reasonable and fair. I am also pleased that Of
fice of Management and Budget Director 
Franklin Raines has written me a letter stating: 

We will make correcting the DSH formula 
as it relates to high DSH states a priority in 
conference, and I look forward to developing 
an equitable solution to this problem. 

I will enter the full text of this letter in the 
RECORD after my remarks. 

I want to emphasize that I strongly support 
balancing the Federal budget. I supported the 
bipartisan balanced budget agreement be
tween the President and the congressional 
leadership, and I voted for the budget resolu
tion. 

There are many things in this legislation that 
I support and applaud. I commend the Rules 
Committee for improvements it has made to 
ensure that this legislation does provide $16 
billion to expand health insurance for children 
and protect low-income senior citizens from in
creases in Medicare premiums. I strongly sup
port two provisions in the Medicare reform 
section that I have advocated and that would 
greatly benefit our Nation's health care sys
tem. These provisions, which are similar to 
legislation I have introduced, would help en
sure that senior citizens have real choice 
under Medicare and our Nation continues to 
invest properly in medical education at teach
ing hospitals. Both of these provisions were in
cluded in the Commerce Committee version of 
Medicare reform, and I strongly urge that they 
be included in the final legislation. 

The first provision would give senior citizens 
who transfer into a managed care plan the 
right to buy supplemental insurance, Medigap, 
which pays for prescriptions and other vital 
services, if they return to traditional fee-for
service Medicare. Seniors currently lack this 
right, and this is a tremendous obstacle to real 
choice in Medicare. 

The second provision would ensure that 
Medicare managed care plans help fund med
ical education in the same as fee-for-service 
Medicare. The Commerce Committee proposal 
would carve out graduate medical education 
[GME], as well as disproportionate share hos
pital DSH, amounts from the average adjusted 
per capita cost [AAPCC] payment to Medicare 
managed care plans. This approach would en
sure that this funding is used as intended to 
fund GME and DSH. This plan would not in
crease Federal spending; rather, it would re
capture funds from the current Medicare man
aged care reimbursement formula so that all 
Medicare plans help pay for the cost of grad
uate medical education. 

These prov1s1ons represent important 
progress. Nevertheless, I am strongly opposed 
to the Medicaid provisions of this bill that 
would so unfairly devastate the efforts of my 
State and many other States to provide nec
essary health care to the poorest patients. 
There is bipartisan agreement in Congress 
that we need to reform the disproportionate 
share hospital [DSH] program to contain costs 
and prevent abuse of the program. But these 
reforms must be fair and reasonable, not arbi
trary and punitive as they are in this legisla
tion. 

Under this legislation, Texas and 12 other 
so-called high-DSH States would have their 
funding cut by twice the percentage of other 
States. In the year 2002, funding for high-DSH 
States would be cut by 40 percent, while fund
ing for other States would be cut by 20 per
cent or not at all. As a result, 13 States con
tribute 57 percent of the savings required, 
while some States bear no cuts at all. These 
States are Alabama, Colorado, Connecticut, 
Kansas, Louisiana, Maine, Missouri, Nevada, 
New Hampshire, New Jersey, South Carolina, 
Tennessee, and Texas. These States would 
face the closure of rural and urban public hos
pitals and substantial reductions in necessary 
health care for uninsured or indigent patients, 
particularly children. 

Additionally, the Nation's children's hospitals 
would inherit an unsustainable financial bur
den as their caseload is often mainly Medicaid 
or indigent care. 

I had sought to offer an amendment that 
would take a more fair approach that cuts 
each State's DSH funding by the same per
centage. High-DSH States ' still would be cut 
by larger dollar amounts, but the cuts would 
be proportional and all States would con
tribute. This would not have increased total 
expenditures. Unfortunately, this amendment 
was not allowed. 

I am also concerned about provisions in this 
legislation that do not adequately protect the 
right of participants in welfare-to-work pro
grams; that privatize the determination of eligi
bility agreement to use the full $16 billion to 
extend insurance coverage to uninsured chil
dren. These and other areas in which this leg
islation falls short of the budget agreement 
must be corrected by the conference com
mittee. 

I look forward to working with the adminis
tration and the conferees to address these 
issues and especially to ensure a more fair 
and responsible formula for cutting Medicaid 
DSH funding . The Medicaid DSH issue is vital 
to my State and many others, and I will not 
vote for a conference report that does not fair
ly resolve this issue. 

EXECUTIVE OFFICE OF THE PRESI
DENT, OFFICE OF MANAGEMENT 
AND BUDGET, 

Washington, DC, June 25, 1997. 
Hon. KEN BENTSEN, 
U.S. House of Representatives, 
Washington , DC. 

DEAR REPRESENTATIVE BENTSEN: Thank 
you for sharing with me your concerns about 
the impact of the disproportionate share hos
pital (DSH) payment reductions on the State 
of Texas in the House reconciliation bill. 

The DSH savings proposal in the Presi
dent's 1998 budget was designed to ensure 
that States with the highest DSH spending 
do not unfairly bear the impact of the sav
ings policy. The Administration remains 
committed to this policy. 

As Congress recognized in OBRA 1993, a 
DSH savings policy that did not take ac
count of which States rely most heavily on 
DSH financing could have too harsh an im
pact on certain States and could likely af
fect their ability to cover services. Thus far, 
the DSH savings proposal in the House rec
onciliation bill does not fairly target the re
maining DSH funds to States with the great
est need, and the Administration has urged 
the House to revisit the proposal in the 
President's budget. 
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We will make correcting the DSH formula 

as it relates to high DSH States a priority in 
conference, and I look forward to working 
with you to develop an equitable solution to 
this problem. 

Thank you again for your call. 
Sincerely, 

FRANKLIN D. RAINES. 

Mr. BLILEY. Mr. Speaker, I yield 1 
minute to the gentleman from Iowa 
[Mr. GANSKE] , a member of the com
mittee. 

Mr. GANSKE. Mr. Speaker, I rise in 
support of the Medicare reform provi
sions before us. In large part, the bills . 
produced by the Committee on Com
merce and the Committee on Ways and 
Means are very similar, but there are 
some important differences. 

Unlike the Ways and Means bill, the 
Commerce provisions carve out grad
uate medical education and dispropor
tionate share hospital payments from 
the monthly rate paid to Medicare 
plans. This is an important provision 
that should be enacted into law. 

Currently, GME and DSH payments 
are included in the rate paid to Medi
care HMO's. That money is supposed to 
be passed on to those hospitals which 
need additional support to train the 
next generation of heal th care pro
viders and provide a safety net for the 
poorest and sickest Americans. 

But there is much evidence that 
Medicare managed care plans fail to 
pass these funds through as intended. 
Supporters of the carve-out include the 
Physician Payment Review Commis
sion and the Prospective Payment As
sessment Commission. The impact on 
teaching and safety net hospitals is 
evident. The accounting firm of 
Deloitte and Touche wrote that " with
out some means to modify the AAPCC, 
support for education and patient care
related missions and care for the low
income poor will be diminished. " 

Mr. Speaker, it would be irrespon
sible for Congress not to ensure that 
these payments actively support speci
fied missions. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Cali
fornia [Ms. WOOLSEY]. 

Ms. WOOLSEY. Mr. Speaker, I ask 
my colleagues, why is it when the ma
jority proposes spending cuts, it is 
women and children first? 

I voted for the balanced budget 
agreement because I was really hopeful 
that roughneck politics had been 
passed aside to reach a grander goal. 
Democrats and Republicans were will
ing to give some to gain a lot. It was a 
textbook example of the art of com
promise, actually. But somewhere be
tween the House floor and the com
mittee rooms, the deal unraveled and 
this unacceptable bill emerged, a bill 
that undermines the budget agreement 
and adds new provisions that were 
never even discussed and, in fact, have 
little to do with balancing the budget 
in the first place. 

The bill sends funds that we targeted 
for child health coverage to States as 

block grants. This means Governors 
can spend the money for programs that 
have nothing to do with providing chil
dren with basic health care. Under this 
plan, less than half a million kids will 
get coverage. Talk about a sellout. 

But that is not even the worst of it. 
The same leadership who shut down 
the Government and held flood victims 
hostage has once again included an ex
traneous, divisive issue in its must
pass legislation. The majority is using 
this bill to codify into law the Hyde 
amendment. 

The Hyde amendment takes away re
product ive rights for hundreds of thou
sands of poor women. Roe versus Wade 
does not exist when you cannot afford 
to pay the bill. This bill also takes 
away other rights from poor women. It 
drops women who are in welfare-to
work programs into a new under class 
of employees not entitled to protec
tions, protections against sexual har
assment, discrimination, unsafe work
places, and unfair labor practices. I 
cannot support this bill. 

Mr. BLILEY. Mr. Speaker, I yield 
such time as she may consume to the 
gentlewoman from New Jersey [Mrs. 
ROUKEMA]. 

Mrs. ROUKEMA. Mr. Speaker, I ac
knowledge the commitment of the gen
tleman from Ohio, Chairman KASICH, 
to working out the DSH payments in 
this bill. 

Mr. Speaker, I rise in support of H.R. 2015, 
the Balanced Budget Act with reseNations. 

We are on the verge of passing legislation 
that, for the first time in more than a genera
tion, will set us on the trail toward a balanced 
budget. This goal of a balanced budget is not 
an abstract exercise that some economists or 
"green-eyed shade types" thought-up fn some 
ivory tower. It is an essential economic tool to 
get the savings and capital investment we 
desperately need for research and develop
ment, and new plant and equipment to rebuild 
the American economy; keep us competitive in 
the global economy and create the good jobs 
at good wages we need for this generation 
and those to come. For these reasons I be
lieve we must keep this progress going with 
the full expectations that the final conference 
report will get strong endorsement. 

Tomorrow, we will take up the legislation 
that will implement a genuine "Save and In
vest" in America program. Today, we fulfill the 
promise we made to our children and grand
children to make this Government live within 
its means. 

So this debate today is about priorities. 
While I will support this legislation in order to 
keep this important legislative process moving 
forward , I want the people of New Jersey to 
know of my priorities and the improvements I 
believe we need. 

Mr. Speaker, there is much to be proud 
about in this bill. In addition to the real spend
ing cuts that will move our budget into bal
ance, this legislation contains a new $16-bil
lion initiative on children's health. 

We are right to target $16 billion to help in
sure children who are not insured. The only 
question remains over what will be done with 

this money to achieve the goal of providing 
health care to children. 

I rise today to remind you not to forget chil
dren's mental health as well as their physical 
health. Both are components of children's 
health that cannot be ignored. 

Any health initiative must have parity treat
ment of mental health coverage. Yesterday, in 
the other body, an amendment passed that 
would require that any plan that included men
tal health benefits would provide those bene
fits in a nondiscriminatory manner. This should 
remain a part of this budget package. 

On the negative side, I recognize that we 
must have genuine entitlement reform. Medi
care is going bankrupt and this bill restores its 
solvency for another 10 years while we debate 
a long-term solution to this pressing problem. 

This legislation moves in that direction. But 
without question, this area of savings raises 
the most concern, and I must state my healthy 
skepticism about how much can, or should, be 
accomplished in the near-term. 

I am deeply concerned about the Com
merce Committee provision of this bill . that 
cuts $16 billion ·in Federal Medicaid matching 
funds from the disproportionate share hospital 
[DSH] payments. This could amount to a 17-
percent cut in New Jersey in a vitally impor
tant program that seNes our neediest patients. 
I am encouraged by the statement made dur
ing debate on the rule on this legislation by 
the chairman of the Budget Committee [Mr. 
KASICH], that this formula is unfair to New Jer
sey and other States and should be revised. 
I am looking forward to reviewing those revi
sions when this House considers the con
ference report on this bill. 

We in New Jersey are also deeply con
cerned about the reductions in Medicare pay
ments for high Medicare hospitals-many of 
which can be found in New Jersey-and the 
prospective payment system freeze for next 
year. These two provisions present serious 
burdens for New Jersey health care providers 
and could significantly affect the quality of 
care in our State. 

Mr. Speaker, there is very little long-term 
Medicare reform in this bill. I, for one, support 
the establishment of a Bi-Partisan Blue Ribbon 
Medicare Commission-modeled after the 
very successful Greenspan Commission on 
Social Security in the mid-1980's-to make 
recommendations for preseNing and pro
tecting this vital program, which the Congress 
should enact confident that there is not any 
hidden "political agenda" to the recommenda
tions. 

Mr. Speaker, I am very troubled that this 
reconciliation package includes provision that 
allows associations to offer health care 
plans-the provision added in the Education 
Committee by my friend from Illinois, Mr. FA
WELL. 

This section of the reconciliation package 
raises two concerns. The first concern is the 
fact that budget reconciliation is a totally inap
propriate forum for bringing forth such expan
sive legislation without proper analysis and 
open discussion of such important concerns 
as fiduciary standards. . 

This provision does not offer sufficient pro
tection against fraud and abuse and contains 
solvency standards that are substantially 
weaker than most State standards. This poses 
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the risk of significant losses for both plan par
ticipants and providers when plans fail. 

We are being grossly irresponsible by in
cluding a major revision of ERISA law in this 
massive reconciliation bill. 

My second concern is that this proposal 
does not help the health care situation in this 
country, but actually damages the integrity and 
health of group insurance coverage while re
ducing protections for patients. 

We must carefully weigh the benefits of al
lowing associations the protections of being 
covered by national laws with the benefits of 
allowing State laws to determine consumer 
protections. While we do want to encourage 
companies to provide health care benefits to 
their employees and enlarge the prospects for 
small businesses to pool for insurance pur
poses, we must respect the right of each of 
the States to regulate the insurance industry 
within their boundaries. This proposal will drive 
us inextricably to national managed health in
surance standards. 

In other words, this legislation is significant, 
complex and perhaps one whose time has 
come but not in a reconciliation budget pack
age. 

This is no way to run a railroad or a legisla
tive body. I will make every effort to ensure 
that ·this provision will be dropped in con
ference. 

I am equally concerned that this legislation 
does not contain the strong budget enforce
ment mechanism introduced by Congressmen 
BARTON and MINGE. However, I will rely on the 
commitment from the Republican leadership 
that we will have a vote on this important leg
islation in July and that, if successful, this leg
islation will become part of the reconciliation 
process. 

That process will not be without difficulty, 
but as we prepare to enact legislation that bal~ 
ances the Federal budget we should not kid 
ourselves into thinking that it will be easy to 
do. At the same time, we should acknowledge 
the terrible cost to our Nation if we do nothing. 

Balancing the Federal budget is essential to 
protect our Nation's long-term financial health, 
and to ensure that the country our children 
and grandchildren inherit is as great as the 
one our parents gave us. 

Mr. BLILEY. Mr. Speaker, I yield 1 
minute to the gentleman from Penn
sylvania [Mr. GREENWOOD]. 

Mr. GREENWOOD. Mr. Speaker, I 
thank the gentleman from Virginia 
[Mr. BLILEY] for yielding me the time. 

Mr. Speaker, I rise with great enthu
siasm to support this reconciliation 
package. This is why I came to Con
gress, to balance the budget. Today is a 
historic day for this Congress. But I 
want to specifically refer to the chil
dren 's health care package. 

The previous speaker somehow ar
gued that children will be left uncov
ered by this bill as we in the Com
mittee on Commerce have craft'ed it. 
To the contrary, what we have done is 
created the flexibility that the States 
need to provide Medicaid coverage, to 
provide direct heal th insurance pur
chases, and to provide direct services. 
And for those who criticize the provi
sion of direct services, we must remem-

ber that if we did not provide children 
with direct health care services, those 
children would get no health care 
whatsoever. 

We need to trust our Governors, we 
need to trust our State legislators and 
allow them to meet the health care 
needs of their children in the way that 
best suits their States' realities. I sup
port this package enthusiastically and 
encourage my colleagues to do so, as 
well. 
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Mr. SPRATT. Mr. Speaker, I yield 

such time as he may consume to the 
gentleman from New York [Mr. ENGEL]. 

Mr. ENGEL. Mr. Speaker, I thank 
the gentleman for yielding me this 
time. 

Mr. Speaker, I rise to oppose the 
Budget Reconciliation Spending Act. 

While this bill contains fewer cuts than the 
drastic social spending reductions the Repub
licans have demanded in recent years, it still 
gives short shrift to America's seniors, work
ers, and immigrants. 

Further, it violates several of the provisions 
of the budget agreement we passed only a 
few weeks ago. 

First, the legislation misguidedly permits 
States to turn over Medicaid and Food Stamp 
Programs to private companies, many of 
which have demonstrated that they have not 
been able to efficiently administer other Gov
ernment contracts. 

An amendment in the Commerce Com
mittee would have fixed this problem, but it 
was unwisely rejected by the Republican ma
jority. 

Second, the Medicare cuts are not as oner
ous as those of the 104th Congress. Still, the 
impact of reduced payments to providers will, 
in the end, be absorbed by needy seniors, re
sulting in poorer health care and diminished 
access to physicians. 

I am further dismayed by the incorporation 
of the risky medical savings account proposal 
in the Medicare portion of the package. 

This proposal will undermine the integrity of 
the Medicare Program by transferring critical 
funding away from the most needy bene
ficiaries to the healthiest, wealthiest senior citi
zens. 

Third, I am pleased that the bill restores SSI 
and Medicaid to those legal immigrants who 
were receiving them when the welfare reform 
legislation was enacted last August. 

Unfortunately, the budget agreement does 
not go far enough. Those immigrants who 
were here last August who only subsequently 
qualified for assistance, remain barred from 
receiving benefits. This is terribly unfair to 
those who had a reasonable expectation that 
the U.S. Government would assist them. 

Finally, the budget reconciliation spending 
bill guts much of the minimum-wage increase 
which Congress passed last year, by exempt
ing those in workfare jobs from the minimum
wage protection. 

This is outrageous. Not only will this pro
posal take good jobs away from workers mak
ing as little as the minimum wage, but it will 
defeat the entire purpose behind workfare be
cause program participants will not be able to 
earn a living wage in their jobs. 

Mr. Speaker, once again, this bill represents 
an improvement over previous Republican 
budget cutting efforts. Unfortunately, it still 
cuts too much and helps too few. 

I urge my colleagues to vote against the 
budget reconciliation spending bill. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentlewoman from 
North Carolina [Mrs. CLAYTON]. 

Mrs. CLAYTON. Mr. Speaker, I 
thank the ranking member for yielding 
me this time. 

Mr. Speaker, I really wanted to vote 
for this bill. In fact, I voted for the bal
anced budget agreement in the Com
mittee on the Budget and voted for it 
on the floor with reservations. I knew 
there were things in there I had prob
l ems with. One of the things I had 
problems with, there was not enough 
food and nutrition. There are great 
needs in terms of hunger. It was not 
there. But in spite of that , it did have 
some good things in it. 

Some of those good things were 
around children's health, around edu
cational opportunities and tax provi
sions that are in there. On balance it 
was good to move for a balanced budg
et. But now we have an agreement that 
does not conform to all of those agree
ments. Although I knew I had some 
reservation, I do not ever expect that 
everything I want will be in the bill. 

I can tell my colleagues, I am still 
looking forward to voting for a bal
anced budget, but I am unable to do 
that now. I want to tell my colleagues 
what I hope will be cleaned up after the 
conference. I hope indeed my col
leagues find the compassion, or the 
reasonableness of at least giving people 
the work opportunity so they can have 
food stamps, so they are not thrown off 
the food stamp rolls. At least this rich 
country should be above that. I hope 
we will find in our hearts, and with all 
due respect and I know the gentleman 
from Florida [Mr. SHAW] is well-intend
ing, I think when we are protecting 
welfare to work, age discrimination, 
sex discrimination generically and do 
not apply the same labor standards 
that are codified already in law, we are 
supposing to create a new set of protec
tions for this group of people. It would 
be so much easier if we would just sim
ply say the law that is already on the 
books and we would apply it to these 
people just as we apply it to everyone 
else. I think that is a gross error, and 
I think we have made a tragic mistake 
to create new provisions to speak to 
the same issues. 

For those reasons, Mr. Speaker, I 
cannot support this bill as it is. I hope 
we will come back from the conference 
with an improved bill. 

Mr. BLILEY. Mr. Speaker, I yield 1 
minute to the gentleman from Georgia 
[Mr. NORWOOD] , a member of the com
mittee . 

Mr. NORWOOD. Mr. Speaker, I am 
very pleased to support this bill for 
many reasons, but one of which is that 
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the Cammi ttee on Commerce has done 
a marvelous job in trying to protect 
patients in the health care field as we 
move more and more from fee-for-serv
ice heal th care to managed care. I am 
extremely grateful to this committee 
for doing the right things for Medicare 
and Medicaid, those things that we 
want to do indeed for all the people of 
this country, but at this point we did 
get things into Medicare and Medicaid. 

For example, for the first time we are 
actually going to allow the health care 
giver, the physician and the patient, to 
determine if they need a specialist, or 
the physician and the patient will ac
tually determine if they need to be in 
the hospital, not a health care bureau
crat or an accountant. 

With that, I thank the gentleman 
from Florida [Mr. BILIRAKIS], the chair
man. I think we have a great bill , and 
I urge all Members to support it. 

Mr. SPRATT. Mr. Speaker, I believe 
the provision the gentleman referred to 
was dropped in the manager's amend
ment. 

Mr. Speaker, I yield P/2 minutes to 
the gentleman from Illinois [Mr. 
EVANS]. 

Mr. EVANS. Mr. Speaker, I thank 
the gentleman for yielding me this 
time. 

Mr. Speaker, H.R. 2015 would kill the 
efforts of the Department of Veterans 
Affairs from obtaining the resources it 
needs to meet the heal th care needs of 
our Nation 's veterans. 

Earlier this year the administration 
proposed that appropriations for VA 
health care remain constant at $17 bil
lion a year for 5 years. Clearly the abil
ity of the VA to provide needed health 
care service to the Nation 's veterans 
could be seriously jeopardized if the re
sources required to provide that care 
were fixed, while the costs of providing 
care increased. 

To offset the possible dire con
sequences of an appropriation freeze, 
the administration also proposed that 
VA retain funds it collects from third 
party payers, insurance companies for 
example, for some treatment provided 
by VA to certain veterans. The VA is 
attempting to collect funds for third 
party payments, but today those recov
ered funds are simply deposited by the 
VA into the General Treasury. 

On a bipartisan basis the House Com
mittee on Veterans' Affairs rejected 
this proposal. Our committee believed 
it jeopardized VA's ability to meet vet
erans' health care needs and we said so. 
We told the Committee on the Budget 
that Congress should continue to fully 
fund health care through the appro
priations process. The Committee on 
the Budget, however, rejected our com
mittee's views and our recommenda
tions. 

Under the Committee on the Budg
et 's plan, appropriations for VA health 
care would not increase for 5 years and 
third party collections would be re-

tained by the VA to provide veterans ' 
health care. But now under H.R. 2015, 
the ability of the VA to provide vet
erans' health care has been further un
dermined, again ignoring the service 
provisions in the bill. This bill now 
makes VA's third party collections 
subject to appropriations. 

Mr. BLILEY. Mr. Speaker, I yield 1 
minute to the gentleman from Cali
fornia [Mr. BILBRAY], a member of the 
committee. 

Mr. BILBRAY. Mr. Speaker, this 
afternoon we are hearing much talk 
about what is not in this bill and why 
they are finding excuses to vote 
against this bill. Let me give Members 
a major reason to vote for this bill for 
people who say they want to protect 
the most needy, the most disadvan
taged in our society. 

Mr. Speaker, for decades this Federal 
Government has mandated that we pro
vide certain services across this coun
try, and over the last few years we 
have mandated that poor working-class 
hospitals provide free emergency 
health care to illegal aliens. At the 
same time this Congress and other 
Congresses have mandated that, they 
have walked away from the responsi
bility to pay the bill for the emergency 
health care to illegal aliens. This bill, 
Mr. Speaker, has in it a fund set aside 
to finally reimburse those working
class hospitals that have been denied 
the reimbursement that they have de
served for so long. 

I hope my colleagues who claim to 
represent the poor, the needy, the dis
advantaged, the people that are not 
getting their fair share of health care 
and coverage, will stand up and say at 
least, look, this bill does include some
thing that has been denied for much 
too long. Support this bill and finally 
start paying for the health care of the 
illegal aliens that we mandate to be 
serviced. Quit being a deadbeat dad. 

Mr. SPRATT. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Ha
waii [Mrs. MINK]. 

Mrs. MINK of Hawaii. I thank the 
ranking member for yielding me this 
time. 

Mr. Speaker, I rise in opposition to 
this bill. This is not a reconciliation 
bill. It contains many things which are 
extremely irrelevant to the budget 
process. Many people have said, " Let 's 
not try to meddle with a welfare re
form bill that was only enacted last 
August. Let 's see if it's going to work." 

Yet here we are today in a budget 
reconciliation bill that severely cuts 
back on what I believe was intended 
when we passed the Welfare Reform 
Act. We said welfare to work, because 
work was an ethic we wanted to en
courage. Everybody who goes to work 
gets paid. Yet here in the Budget Rec
onciliation Act, we have a work re
quirement where there is no additional 
compensation. We are going to take 
their cash welfare check, we are going 

to take their food stamps and we are 
going to add it together and say divide 
that up to the minimum wage and that 
is the amount of workfare you must do 
for the Government or for a nonprofit 
agency, without one penny of addi
tional money. 

Where is the work incentive that we 
are trying to build in the people that 
we were so-called trying to change 
their mode of life, getting them to go 
out and understanding the joy of earn
ing additional money. That is abso
lutely taken away from them. The pro
tections of being a worker are denied. 
Many of the protections, such as occu
pational health and safety, sex dis
crimination, all the things that ordi
nary workers would have. Family med
ical leave. These people who are on 
welfare that are being forced to go to 
work, forced to take workfare with no 
additional compensation will not have 
the protections of employees. They are 
not workers. They are second-class 
citizens in America. 

We apologized for slavery over 100 
years ago. Who is going to stand up and 
apologize for the slavery that is incor
porated in this budget reconciliation 
bill? This is really degrading. I stood in 
defense of some of the rhetoric we 
heard in this Chamber about the im
portance of work. If my colleagues are 
going to require work, pay the people 
what they are entitled to receive. 

Mr. Speaker, I rise to oppose the budget 
reconciliation bill because it establishes prior
ities that ignore the needs and interests of the 
most vulnerable of our constituents-the poor, 
the disabled, the elderly, the young, and, yes, 
our legal immigrants. 

BENEFITS FOR-LEGAL IMMIGRANTS 

I am happy to note that the reconciliation bill 
exempts refugees and asylees from the SSI 
and Medicaid bans for 7 years. 

Similarly, it is a positive sign that the House 
and Senate are making an attempt to restore 
SSI and Medicaid benefits to legal immigrants 
who were already on the rolls when the wel
fare law was enacted August 22, 1996. 

However, this effort falls far short of restor
ing coverage in a meaningful way to elderly 
and disabled noncitizens. 

Much has been said about how the rec
onciliation bill fails to live up to the bipartisan 
budget agreement. The budget agreement 
pledged to restore SSI and Medicaid for all 
legal immigrants ion the country before August 
23, 1996, and who are now or later become 
disabled. Neither the House nor the Senate 
meet this test. 

The House plan "grandfathered" in healthy, 
elderly noncitizens, but it fails to help legal im
migrants who are healthy today but who later 
develop disabling conditions. It covers 75,000 
fewer people than the bipartisan budget 
agreement. 

The Senate budget plan was a little bit bet
ter, since it would let disabled noncitizens file 
for SSI through the end of this fiscal year. 
Nevertheless, it still covers 55,000 fewer peo
ple than the budget agreement does. 

We could do more to help this population, 
but we are failing to do so. During its delibera
tions, the House Ways and means Committee 
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found it had $2.3 billion left over. My colleague 
Mr. BECERRA proposed a $2.4 billion plan to 
cover all elderly and disabled legal immigrants 
in the country, even those not already on the 
SSI rolls. The committee had a rare chance to 
do the right thing, but they let it slip away. 
Now it appears that they saved this money 
simply to cut the taxes of affluent Americans 
who need it the least. 

It is reprehensible to cut taxes for the rich, 
while leaving disabled and elderly legal immi
grants destitute. We should restore SSI and 
Medicaid benefits to all legal immigrants, not 
merely those who were covered by the bipar
tisan budget agreement. 

HEALTHCARE 

The budget contains numerous cuts and 
policy changes that will have a devastating im
pact on the health of our most vulnerable pop
ulations. Medicare and Medicaid will be cut by 
almost $130 billion over 5 years, while indi
vidual rights to justice and State authority over 
the health plans of small employers are elimi
nated. 

The budget targets the most vulnerable pop
ulations cutting Medicare by $115 billion over 
the next 5 years. Those in support of this leg
islation, both in the majority and minority, must 
constantly reassure themselves that these 
cuts are acceptable because most of the cuts 
are achieved through "reduced payments to 
doctors and hospitals." Despite their reassur
ances, there can be no denying that payment 
reductions to doctors and hospitals are passed 
on to Medicare beneficiaries. Medicare bene
ficiaries pay in decreased access to care and 
decreased quality of care. Medicare bene
ficiaries are the losers. 

How many Members of Congress have re
ceived letters from constituents protesting ex
tended waits for doctor's appointments be
cause their physician can only see a limited 
number of Medicare beneficiaries each month, 
or that their doctor has dropped Medicare pa
tients entirely because they lose money every 
time they see a Medicare patient? Do we ex
pect more physicians to accept Medicare pa
tients when payments are cut even further? 
Do we expect hospitals to make more room 
for Medicare patients when we are reducing 
payments to hospitals? How do these cuts im
prove access to care? Have we improved 
quality of care by turning physicians and hos
pitals into assembly line health care drive 
through windows? 

The budget includes a demonstration project 
to test how medical savings accounts would 
work in the Medicare Program. We just 
passed a medical savings account demonstra
tion project last year and we don't even know 
if that will be a success. Why are we now im
plementing a MSA demonstration project in 
Medicare? 

Medicare should be the last place we 
should be testing MSA's. Medical savings ac
counts will attract the healthiest and least ex
pensive to cover while the more expensive 
high risk individuals remain in traditional health 
insurance programs. With a greater density of 
high risk individuals in the traditional health 
plans, costs will rise creating additional strain 
on Medicare. Savings produced by medical 
savings accounts will be meager compared to 
the higher costs to cover individuals in tradi
tional plans. 

Meanwhile, Medicaid will be cut by $13.6 
billion. These cuts will predominantly come 
from reductions in payments to hospitals that 
serve a disproportionate share of low income 
patients. Cuts to disproportionate share hos
pitals [DSH] will place enormous burdens on 
rural hospitals and hospitals in low-income 
areas. Why are we cutting from these areas 
when these are the populations that need ac
cess to care the most. Many facilities in low
income or rural areas will not be able to sur
vive. 

Also concerning Medicaid, the budget re
peals the Boren amendment which requires 
State Medicaid Programs to pay a reasonable 
and adequate rate for facilities and services 
provided by hospitals and nursing homes. 
Once again, do we expect quality of care and 
access to care to improve by permitting State 
Medicaid Programs to shortchange hospitals 
and nursing homes? Beneficiaries will feel the 
cuts and beneficiaries will end up paying. 

The budget bill attacks the rights of individ
uals in medical malpractice cases and attacks 
the authority of States to regulate the health 
plans of small employers. 

This budget weakens individual protections 
from medical malpractice by capping non
economic damages in medical malpractice 
cases at $250,000. This is an egregious injus
tice. No matter how severe the harm caused 
by medical malpractice, noneconomic com
pensation is limited to $250,000. To place an 
arbitrary limitation on the damages an indi
vidual can receive due to medical malpractice 
is an atrocity. This cap abolishes the rights 
fr9m every American to receive just com
pensation from medical malpractice. 

To top this off, this legislation puts a 2-year 
statute of limitation on medical liability cases, 
beginning on the date the injury occurred or 
should have reasonably been discovered, and 
no legal action could begin more than 5 years 
after the date of the alleged injury. Absolutely 
absurd. 

Another disturbing provision included in the 
budget is the Expansion of Portability and 
Health Insurance Coverage [EPHIC] Act of 
1997, which contrary to a popular theme that 
has dominated the direction of this Congress, 
removes State authority to regulate the health 
insurance plans of small employers and trans
fers regulatory authority to the Federal Gov
ernment without adequate provisions and 
preparations to manage the additional respon
sibility. States have spent years crafting laws 
and regulations to govern the health insurance 
plans of small employers. This bill will preempt 
many carefully devised State provisions and 
assign authority to an unprepared Federal 
Government. Not only is this irresponsible but 
it is also a blatant disregard for the years of 
work done by State governments. 

The budget agreement abandons the budg
et agreement with the President on children's 
health care. The budget fails to guarantee 
coverage for children and gives excessively 
generous authority to States. We must set 
minimum standards and requirements to in
sure that this funding is used efficiently and ef
fectively. 

Additionally, the children's health State allo
cation formula is based on the State's share of 
uninsured children. States that have worked 
the hardest on covering their children and 

have had the most success will get the least 
amount of funding while States that have done 
little will get a windfall. This allocation system 
rewards States that have done nothing while 
penalizing States that have made an extra ef
fort to cover children . 

Moreover, this legislation permanently en
acts the Hyde amendment which in effect de
nies poor women their constitutional right to 
reproductive choice, and could jeopardize their 
access to health services. 

This budget exemplifies how this Congress's 
priorities have deviated from fundamental prin
ciples and is a dishonorable failure of our re
sponsibility to care for America's elderly and 
disabled. 

WELFARE 

Furthermore, Mr. Speaker, the most egre
gious provisions of this bill will allow States to 
place welfare recipients in indentured ser
vitude by enacting a separate set of rules for 
welfare recipients working in public and non
profit organizations. 

These provisions were not part of the origi
nal budget agreement and they are not nec
essary to reach the budget savings called for 
in the budget resolution. It is simply another 
attempt to cast scorn on the poor of this coun
try and denigrate their status in our society. 

Under the bill before us today, welfare re
cipients who are forced to go to work in public 
service agencies and nonprofit organizations 
to work off their welfare benefits will not be 
treated as employees. The compensation they 
receive will not be considered wages or salary 
and they will not be afforded the same rights 
and protections under labor laws as other em
ployees in this Nation. Furthermore, States will 
be able to count the combined TANF, formerly 
AFDC, and food stamps benefits in calculating 
whether welfare workers in workfare or com
munity service jobs are receiving minimum 
wage. 

What happened to equal work for equal pay, 
or does that just apply to the well-off in the 
Nation-and not the poor? 

I am frankly astounded that the majority has 
advocated these changes to the welfare law 
because they are directly contrary to the em
phasis of last year's bill , which was to em
power welfare recipients with jobs, to promote 
the value of work, and to promote self-suffi
ciency through experiencing the dignity of 
work. 

How can one experience the dignity of work 
if they are treated differently than every other 
employee, not paid a wage, not protected by 
labor laws, and relegated to a position most 
vulnerable to discrimination and abuse? 

Under this legislation, welfare recipients, vir
tually all of whom are women, will not be pro
tected against sexual harassment and sex dis
crimination as in title VII of the Civil Rights 
Act. They will not be protected under OSHA, 
the Fair Labor Standards Act, nor the Family 
and Medical Leave Act. 

In short, welfare workers will be denied the 
most basic rights afforded every other person 
in the workplace. This is shameful, and a trag
ic step backward to a time when indentured 
servitude and slavery was condoned in this 
country. 

Mr. BLILEY. Mr. Speaker, I yield 1 
minute to the gentleman from Michi
gan [Mr. UPTON] , a m ember of the com
mittee. 
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Mr. UPTON. Mr. Speaker, I would 

like to talk a little bit about why Con
gress should retain the States' option 
to provide services as well as insurance 
coverage with their child health assist
ance program grants. 

The children's health provisions of 
this budget agreement state that "the 
resources will be used in the most cost
effective manner to expand coverage 
and services for low-income and unin
sured children with a goal of up to 5 
million currently uninsured children 
being served.'' 

Simply having a Medicaid card or 
private insurance plan is no guarantee 
of access to health care services in the 
many medically underserved rural and 
inner-city areas of this country. Com
munity health centers are located in 
medically underserved rural and urban 
areas and may be the only source of 
care in many of those areas. These cen
ters serve one out of every six low-in
come American children and one out of 
every seven uninsured children in the 
United States. In addition to providing 
health care services, community 
heal th centers are experienced in deal
ing with barriers to health care for 
children, such as transportation and 
language and cultural differences. 

Mr. BLILEY. Mr. Speaker, I yield 3 
minutes to the gentleman from Lou
isiana [Mr. TAUZIN], chairman of the · 
Subcommittee on Telecommuni
cations, Trade, and Consumer Protec
tion. 

Mr. TAUZIN. Mr. Speaker, let me 
first tell my colleagues that the Com
mittee on Commerce had an awesome 
task. Assigned to us in the budget 
agreement was $2.2 trillion of budget 
savings over the period of time that 
this budget agreement is to operate. 
That was a huge undertaking. I think 
the gentleman has correctly pointed 
with pride to the work of every mem
ber of our committee in developing for 
the Committee on Rules in this pack
age with the help of the Committee on 
the Budget a package of reforms that 
does in fact honorably meet those 
goals. 

On the Subcommittee on Tele
communications, Trade, and Consumer 
Protection, we had a particularly ardu
ous task of writing a section that 
would meet the Committee on the 
Budget's requirements of spectrum 
auctions and revenues to the govern
ment over the next 5 years in the face 
of some very disturbing recent trends, 
the most recent of which was an auc
tion in April that yielded only one-half 
of 1 percent of the amount of money 
that the Committee on the Budget had 
earlier predicted that auction would 
yield for the Treasury. 

Let me at first compliment the gen
tleman from Ohio [Mr. KASICH] and the 
members of the Committee on the 
Budget for working so carefully with 
the members of the Subcommittee on 
Telecommunications, Trade, and Con-

sumer Protection in trying to resolve 
that arduous task and those numbers. 
What has been accomplished in the 
course of the last few days through ne
gotiations with the Committee on 
Rules are provisions to help ensure 
that the next round of spectrum auc
tions are conducted much more respon
sibly. 

Number one, it is clear from the lan
guage that we are going to vote on 
today that spectrum auctions of addi
tional spectrum made available over 
the next 5 years for public use will be 
conducted with several new directions: 
No. 1, those spectrum auctions will be 
conducted after a time has been al
lowed for the current round of spec
trum sales to clear the financial mar
kets. As my colleagues know in the 
last successful auction, whereas we re
ceived bids of $23 billion, only about $11 
billion was actually paid in because of 
difficulties in getting that spectrum 
out. 

The new bill provides, in effect, that 
the new auctions will give enough time 
for bidders to know what is coming 
down the pike and will give enough 
time for the market to clear. The new 
provisions require in fact the FCC to 
examine new computer models for auc
tioning, such as the ones carried out in 
California where block auctioning is 
actually attempted to yield higher re
sults for the Treasury. In short, those 
improvements have been added to the 
bill. 

We have retained in this bill the 
committee's mark that specifies that 
the FCC can permit the continued ana
log broadcast as long as more than 5 
percent of a community have not yet 
switched over to digital as this digital 
transformation occurs. 
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We have retained the committee lan

guage that there must be minimum 
bids in these auctions. No more should 
we have bids on auction of a dollar at 
the marketplace. 

In short this is a good package, I 
urge its adoption and commend the 
committee for its fine work. 

Mr. PALLONE. Mr. Speaker, based 
on what was said before, it appears 
that the Republicans have significantly 
more time, so I reserve the balance of 
my time. 

Mr. SHAYS. Mr. Speaker, I yield 
such time as he may consume to the 
gentleman from Michigan [Mr. SMITH]. 

Mr. SMITH of Michigan. Mr. Speak
er, my vote will be in favor of passage 
of this bill, and H.R. 2037, the budget 
enforcement prov1s10ns, have been 
made part of this bill that will help us 
make sure that we enforce the provi
sions of our intent to balance the budg
et and make these spending cuts. 

CONGRESSIONAL BUDGET & IMPOUNDMENT 
CONTROL ACT OF 1974 

Permanently extends the requirement that 
budget resolutions cover a five-year period. 

Similarly, extends indefinitely the enforce
ment of the five-year spending and revenue 
levels set forth in budget resolutions 
through points of order. 

Simplifies and updates points of order that 
are used to enforce the budget resolution's 
spending and revenue levels. 

Provides for adjustments in the budget res
olution levels for legislation appropriating 
funds for designated emergencies, arrearages 
and the International Monetary Fund. 

Eliminates the need to waive the Budget 
Act for a reported bill that violates the Act 
but is cured by a self-executing rule. In such 
cases, the point of order no longer lies 
against the bill. 

AMENDMENTS TO THE BALANCED BUDGET AND 
EMERGENCY DEFICIT CONTROL ACT OF 1985 

Adjusts and extends statutory discre
tionary spending limits, which are enforced 
through sequestration, through fiscal year 
2002. 

Provides for adjustments in the discre
tionary spending limits for appropriations 
for emergencies, arrearages, and the Inter
national Monetary Fund. 

Extends pay-as-you-go requirements, 
which provide that entitlement and tax leg
islation must be fully offset, through fiscal 
year 2002. 

Modifies baseline that is used to " score" 
legislation so that committees get credit for 
eliminating entitlement programs. 

Eliminates accrued paygo balance and sav
ings from reconciliation to ensure that all 
savings are used for deficit reduction. 

Mr. SHAYS. Mr. Speaker, I yield 21/2 
minutes to the gentleman from Illinois 
[Mr. FAWELL]. 

Mr. FAWELL. Mr. Speaker, I rise in 
support of the balanced budget bill and 
in particular the provision of the bill 
that will expand affordable health in
surance to millions of workers, their 
spouses and their children. By includ
ing the Expanded Portability and 
Health Insurance Coverage Act, known 
as EPHIC, in this reconciliation, we ad
vance bipartisan legislation which will 
make insurance available to millions 
of uninsured Americans. 

The EPHIC legislation is consistent 
with the budget agreement's goal of ex
panding coverage to uninsured chil
dren. 

The problem of the uninsured, both 
children and adults, is predominantly a 
problem of small businesses lacking af
fordable health coverage. Over 80 per
cent of the 40 million uninsured Ameri
cans live in families headed by a work
er, most often in a small business. And 
over 80 percent of uninsured children 
are in a family headed by a worker, 
again, usually in a small business. 

EPHIC addresses this problem by giv
ing franchise networks, union plans, 
and bona fide trade, business and pro
fessional associations the ability to 
form group health plans. EPHIC gives 
retailers, wholesalers, printers, agri
cultural workers, grocers, churches, or
ganizations such as the chambers of 
commerce and NFIB, the National Fed
eration of Independent Business, the 
economies of scale and affordable cov
erage that large businesses have had 
for 23 years under the Federal ERISA 
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law. In other words, finally the little 
guys will have what the big guys have 
had for decades, and I refer to the 
economies of scale to be able to have 
affordable heal th insurance for their 
employees. 

In hearings before my subcommittee, 
witnesses estimated that small busi
nesses could save between 30 and 60 
percent in overhead costs and that up 
to one-half of the 40 million uninsured 
Americans would find affordable cov
erage in the private market under 
EPHIC. 

Mr. Speaker, this tremendous expan
sion of coverage can be realized with
out spending one single tax dollar, 
without any government subsidies or 
any government mandates. 

EPHIC is supported by nearly 100 or
ganizations representing small busi
nesses, large businesses, the self-em
ployed, churches, hospitals, medical 
groups, agricultural, and rural inter
ests and insurance companies. The bill 
currently has 152 cosponsors, including 
23 Democrats. 

Mr. Speaker, I think this is a sound 
idea whose time has come. 

Mr. PALLONE. Mr. Speaker, I yield 
myself 5 minutes. 

Mr. Speaker, the best way for me to 
illustrate the flaws that are contained 
in this bill is to focus on the harm it 
does to our Nation 's children. Begin
ning with children's health care , a ma
jority of this House, myself included, 
voted for the balanced budget resolu
tion which promised $16 billion to 
cover five million of the 10 million un
insured children in America today. But 
even though most of us wanted to 
cover all 10 million, we felt that acting 
in good faith we could get to 5 million 
now and then address the remaining 
later on. Well, guess what, Mr. Speak
er, this bill does not even cover 1 mil
lion children. According to the Con
gressional Budget Office, the Repub
lican leadership's proposal would pro
vide coverage for about half a million 
children. The CBO assumes that much 
of the 16 billion will be passed on to 
hospitals and other providers who get 
shafted under this plan and basically 
not to purchase health insurance for 
children. 

The Republican leadership, in effect, 
which is purporting to be the party of 
fiscal conservatism, takes $16 billion 
and, in my opinion, throws it away. 
The Democrats offered several alter
natives to this impotent policy. First 
we sought to plug up the so-called di
rect services loophole that lets a State 
spend its money on purposes other 
than insuring kids. The Republicans 
defeated that amendment in the Com
mittee on Commerce. Then Democrats 
proposed to expand Medicaid and out
reach to cover more kids with an exist
ing health insurance program that al
ready works. We know that Medicaid 
works, but the Republicans said no to 
that too in the Committee on Com
merce. 

And finally we put forward a proposal 
by the Democratic Caucus Health Care 
Task Force , a comprehensive approach 
to expand Medicaid, give States match
ing grants to cover kids above the in
come levels that qualify for Medicaid 
and require private insurance compa
nies to provide kids only policies at 
reasonable costs, and the Republicans 
shot that down too in the Committee 
on Commerce and again in the Com
mittee on Rules when we proposed it 
the other day. 

We are considering a bill today which 
violates the balanced budget agree
ment and which I supported as did 
most of my colleagues here. The bill we 
are considering today takes heal th care 
money away from children, it does not 
expand health care, it takes it away 
from children. This is not what we in
tended when we supported the balanced 
budget agreement, so we will not sup
port this bill today. It is just another 
Republican attempt to cost shift, and 
unfortunately, Mr. Speaker, the cost 
shift is right on the backs of our Na
tion 's children. 

Mr. Speaker, I yield such time as he 
may consume to the gentleman from 
Massachusetts [Mr. KENNEDY]. 

Mr. KENNEDY of Massachusetts. 
First of all, Mr. Speaker, I appreciate 
the gentleman from New Jersey yield
ing this time to me. I think we all 
ought to recognize the fine work that 
the gentleman from New Jersey [Mr. 
PALLONE] and others in the caucus 
have done in trying to bring attention 
to the fact that we have so many chil
dren in this country who still do not 
have basic health insurance. 

Most people think that health insur
ance is provided as a matter of right to 
kids in America. The truth of the mat
ter is that amongst the very poor chil
dren, that is true under the Medicaid 
Program. But again, working families , 
the children of taxicab drivers, the 
children of waiters and waitresses, 
working families simply do not have 
health insurance; and that is where 
this bill, I think, has had some dra
matic failures. 

I wanted to point out to my friend 
from New Jersey, Mr. PALLONE, that 
there is an additional problem with 
this language that is contained in this 
bill. The way the actual funding for the 
program would operate would allow the 
money to go to States where there are 
larger numbers of uninsured children. 
As a result, States like Massachusetts 
and Pennsylvania, States like Florida 
and Tennessee would be dramatically 
hurt under this proposal because in 
those States they have already taken 
action to insure large numbers of unin
sured children. As a result , where 
States have chosen to step in and take 
responsibility for those kids, those 
States would actually be penalized 
under the formula that was passed by 
our Republican colleagues. 

So I think that it is important that 
we have an opportunity to change this, 
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and I was surprised that the Com
mittee on Rules , particularly as the 
chairman comes from New York, where 
they have a significant program, did 
not allow us to offer an amendment to 
change that funding formula. 

Mr. PALLONE. Mr. Speaker, I appre
ciate the comments of the gentleman 
from Massachusetts [Mr. KENNEDY]. 

Mr. Speaker, I yield such time as he 
may consume to the gentleman from 
Ohio [Mr. BROWN]. 

Mr. BROWN of Ohio. Mr. Speaker, I 
appreciate too , as the gentleman from 
Massachusetts [Mr. KENNEDY] said, the 
work the gentleman from New Jersey 
[Mr. PALLONE] has done on children's 
health. I am concerned in what has 
happened with Republican efforts to , 
quote unquote, cover some of these 10 
million children that do not now have 
health insurance. Pretty clearly, the 
Democratic idea of using Medicaid, a 
program that is in place where admin
istrative costs are low, a program that 
has a couple of decades of working ef
fectively and efficiently to insure poor 
and near-poor children; it is in place, it 
works, it makes sense to do that. 

I am concerned with the Republican 
plan for a bunch of reasons: 

First, there was talk earlier of using 
all kinds of tax schemes. I am con
cerned about the tax schemes that the 
Republicans tried. Now I am concerned 
about this whole block grant effort 
that the Republicans want to use to 
just turn money over to the States, 
when it is clear from all kinds of anal
yses, whether it is the legislative budg
et office or other analyses, that show 
that in fact this money likely will not 
be there to insure children. It is more 
likely to be frittered away by Gov
ernors, and this is sort of something 
the Governors want because they want 
to play with this money. 

We should have learned this in the 
last 5 years of what happened to some
thing called disproportionate share, 
where all kinds of money went to the 
States that was not used for health 
care. Some cases it was used for things 
like highways, and we want to make 
sure this money, $16 billion goes to in
sure millions, not a few hundred thou
sand, but millions of children that now 
do not have health insurance directly 
through a Medicaid program, not 
frittered away so the Governors have 
some kind of slush fund to plug holes 
in their budgets. It simply does not 
make sense that way. 

The SPEAKER pro tempore. The 
time of the gentleman from New Jersey 
[Mr. PALLONE] has expired. 

Mr. SHAYS. Mr. Speaker, I yield 2 
minutes to the gentleman from Dela
ware [Mr. CASTLE] , the former Gov
ernor of Delaware. 

Mr. CASTLE. Mr. Speaker, I thank 
the gentleman for yielding this time to 
me, and I rise in strongest support pos- · 
sible of H.R. 2015, the Balanced Budget 
Act of 1997. 
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This budget deal explicitly outlines 

the parameters by which this Congress 
will balance the Federal budget and re
duce the deficit to zero by the year 
2002. This is a truly historic achieve
ment which demonstrates that, when 
we work in a bipartisan fashion, we can 
achieve the mission of fiscal restraint 
our constituents elected us to achieve. 
Our constituents have become increas
ingly cynical about government, and 
agreement will help restore confidence 
in the institutions and processes of 
government. It represents a triumph of 
the political system and a fulfillment 
of the voters' 1996 command to Con
gress to help solve our budget problems 
in a bipartisan fashion. 

Passing the first balanced budget 
since man walked on the moon is a 
solid and constructive beginning. We 
need to look no further than the States 
which started this process about 25 
years ago and in that time has started 
to balance their budgets, improve their 
economies and receive ratings of excel
lent or very good for all their budg
etary restraints and have done a supe
rior job. Our constituents will benefit 
from this. 

It has been said by Alan Greenspan 
that interest rates may lower by 2 per
cent, and that is tremendous when we 
look at investment returns, lowering 
credit card and car loan rates, reducing 
mortgage payments, lowering con
sumer products' cost and creating more 
jobs and of course producing a better 
environment in which to provide tax 
relief. 

With this 5-year budget we begin a 
long-distance marathon which will re
quire us to remain steadfast in our de
sire to ensure that this budget agree
ment translates into a budget that de
livers on its promise of less spending, a 
smaller government and tax relief for 
all Americans even after the year 2002. 
While I am concerned that stronger 
budget enforcement mechanisms were 
not included to ensure the deficit rev
enue and spending targets will be met, 
I am pleased that the Republican lead
ership has agreed to address this issue 
in July. This is a solid step forward and 
will help show the American people 
that now more than ever the Congress 
is engaged and committed to achieving 
a balanced budget. 

Mr. PALLONE. Mr. Speaker, I re
serve the balance of my time. 

Mr. SHAYS. Mr. Speaker, I yield 2 
minutes to the distinguished gen
tleman from Virginia [Mr. MORAN]. 

Mr. MORAN of Virginia. Mr. Speak
er, I actually rise in support of this 
budget agTeement, but I particularly 
want to emphasize one aspect of it that 
has not gotten sufficient attention. All 
of us are concerned about the fact that 
there are about 41 million people who 
are uninsured in this country who can
not get the health care that they need. 
Now 80 percent of them are working, 
they are working; that is the main 

point, and they are working for small 
employers. But we cannot figure a way 
to get affordable, accessible health in
surance to them. 

The Fawell bill, which is included in 
the reconciliation bill, is the way to do 
that. It enables them to pool their em
ployees so that they have leverage with 
insurance companies and they can pur
chase insurance for the first time for a 
large part of these 41 million uninsured 
people. Most of them are children. 
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So I would hope that we would do 

this. It helps labor unions, it helps 
small businesses, it helps trade associa
tions, it helps the American people who 
desperately need affordable heal th in
surance. 

Let me say, Mr. Speaker, I do not 
disagree with almost all of the objec
tions that have been raised. I do object 
to the conclusion. I do think we ought 
to vote for this budget agreement. It 
moves us forward. I think we have 
made a major step in moving from an 
annual bookkeeping exercise to one 
where we debate real national prior
ities. We are going to have an oppor
tunity to improve it on the Senate 
side, in the conference agreement, and 
certainly the President is going to in
sist that many of the Democrats' most 
serious objections are taken care of in 
the conference agreement. 

I think that we ought to vote for this 
budget agreement, for this reconcili
ation package, and we certainly need 
to include the Fawell amendment in it 
if we want to really address people who 
need h elp with their affordable health 
insurance. 

Mr. SHAYS. Mr. Speaker, I yield 21/ 2 

minutes to the gentleman from Mis
souri [Mr. TALENT], a member of the 
Committee on Education and the 
Workforce, but also the chairman of 
the Committee on Small Business. 

Mr. TALENT. Mr. Speaker, I thank 
the gentleman for yielding me this 
time. I want to congratulate him on 
his outstanding work. I look forward to 
supporting this afternoon a historic 
bill that will provide a balanced budget 
for the American people, and then to
morrow, to support a bill that will pro
vide tax relief within that framework. 
It is a historic and outstanding and bi
partisan achievement and all of those 
behind it deserve congratulations. 

I want to talk just a moment about a 
very important part of this bill. It is a 
part of the bill designed to preserve the 
integrity of the works provisions in 
last year's welfare bill, a bill that is 
working around the country. For the 
first time, welfare caseloads around the 
country are dropping. People are sub
stituting paychecks for welfare checks, 
and that is so good for them and so 
good for their children and so good for 
their communities, but there is a dan
ger here. 

There are some folks in this body and 
some at the other end of Pennsylvania 

Avenue who want to adopt a provision 
that would make the work provisions 
unworkable, unaffordable to the States 
and unworkable in terms of their pur
pose. 

Let me describe it with an illustra
tion. Right now the work provisions re
quire that certain parts of the able
bodied people on welfare have to go to 
work and if they cannot get a job in 
the private sector, they have to provide 
community service, and that is good. 
Let us suppose that they are helping 
out as a clerk, as a part-time clerk in 
some Government office 20 hours a 
week. 

What these people are talking about 
doing would require that these individ
uals be paid comparable wages with 
people who are clerks in the area, 
maybe, $7, $8, $9 an hour. Plus they 
continue to get Medicaid, subsidized 
housing, food stamps, and they get all 
the other web of protections that we 
provide employees in this country: Un
employment compensation, workers' 
compensation, Family and Medical 
Leave Act, thus increasing the cost of 
this program, making it unaffordable 
to the States and turning it into a pro
gram that sucks people onto welfare. 
Because how unfair would that be to 
the individual who does not go on wel
fare and just gets a job as a clerk? All 
they have is their pay and the protec
tions that we give employees. They do 
not get Medicaid or subsidized housing 
or food stamps. 

The work provisions are designed to 
create a bridge from welfare to work, 
and by making it unaffordable we 
would knock down that bridge so that 
people would never get from welfare to 
employment. It was not intended in 
last year's bill, we should not do it 
now, it is the wrong thing to do. 

What we provide in our bill is that 
individuals have to be paid the min
imum wage; the FDC and their food 
stamps have to constitute the min
imum wage. We provide them protec
tion from discrimination, from 
unhealthy or unsafe conditions, and 
they can continue to enjoy their other 
welfare benefits. That is the way to go. 
Keep the workfare provision strong. 
Support this bill. 

Mr. SHAYS. Mr. Speaker, I yield my
self 30 seconds to point out to the gen
tlewoman from Hawaii who spoke ear
lier that in the State of Hawaii, the 
benefit that a welfare recipient re
ceives is $13.65 an hour just for the cash 
payment and the food stamps. That is 
what they are required to pay off in a 
20-hour work period. In the State of 
Connecticut, it is $10 an hour. 

The kindest thing we can do for 
someone is to move them off welfare 
and into work, and this is what our leg
islation does. 

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

1112 minutes to the gentleman from Ar
kansas [Mr. BERRY] , one of my col
leagues on the Democratic Health Care 
Task Force which put together a very 
comprehensive program to reach and 
cover the 10 million children that are 
uninsured. 

Mr. BERRY. Mr. Speaker, I rise 
today in reluctant opposition to this 
budget package. I am a strong believer 
in the need to balance the Federal 
budget. I cosponsored legislation that 
would require a constitutional amend
ment to balance the budget. 

Three weeks ago I supported the 
spending goals laid out in the budget 
resolution. Today, however, I cannot 
support the policies that have been 
crafted to stand behind those numbers. 

One of the most troubling policies 
contained in this budget is the chil
dren 's health reform package. Fiscally 
irresponsible, $16 billion, no strings at
tached, giveaway of the taxpayers ' dol
lars. I am a strong supporter of ensur
ing that every child in America has ac
cess to affordable health care. How
ever, this proposal does nothing to en
sure that the $16 billion will go to 
those who need it most, the children. 
In fact, the Congressional Budget Of
fice estimates that the $16 billion we 
are spending will cover only 520,000 
children. 

Let us do the math. Mr. Speaker, 
520,000 children, $16 billion, $31,000 per 
child, $6,000 per child per year. Surely 
our hardworking taxpayers deserve a 
more cost-effective approach than this. 
Our approach allows States to expand 
the Medicaid Program, outreach to the · 
children, and do a better job with the 
$16 billion. Our plan is more prudent. I 
urge my colleagues to support this al
ternative. 

Mr. PALLONE. Mr. Speaker, I yield 1 
minute to the gentlewoman from Or
egon [Ms. FURSE]. 

Ms. FURSE. Mr. Speaker, what I 
would like to do is just sort of explain 
in simple terms what this Democratic 
alternative is. What we felt was that 
we needed a private-public partnership, 
that Government cannot do every
thing, private industry cannot do ev
erything, but together we can attempt 
to reach those 10 million children. It is 
a disgrace, it is a disgrace that 10 mil
lion children have no health insurance. 

So our package says, reach out to the 
kids who are eligible for Medicaid, 
bring them in. Provide a plan that will 
increase the Medicaid opportunities, 
and then do some insurance reform, 
simple insurance reform that will say, 
insurance companies, you have to pro
vide a kids-only policy, one that will 
not be denied to children. So if a fam
ily has no health insurance, maybe 
they are not eligible for Medicaid, but 
they cannot afford $400, $500 a month, 
there will be a policy available for 
them, a kids-only policy. Can it be 
done? Absolutely. In the State of Or-

egon we have a kids-only policy, $35 a 
month. I ask my colleagues to support 
this alternative because it reaches out 
to all the children. 

Mr. SHAYS. Mr. Speaker, I yield P/2 
minutes to the gentleman from Geor
gia [Mr. KINGSTON]. 

Mr. KINGSTON. Mr. Speaker, I 
thank the gentleman for yielding me 
this time. 

Mr. Speaker, 1969: The Vietnam war, 
Woodstock, Neil Armstrong was on the 
Moon, Jimi Hendrix experience, Mod 
Squad, Walt Disney was not even con
troversial yet , Richard Nixon was 
President and the budget was balanced, 
but that was the last time. 

Today our national debt is over $5 
trillion. That is an inconceivable 
amount of money. 

Let me illustrate. One million sec
onds equals 12 days. One billion seconds 
equals 32 years. One trillion seconds 
equals 32,000 years. This is not accept
able to America's children. 

If we balance the budget through this 
bill, we will lower interest rates. Low
ering interest rates 2 percent on a 
$75,000 home mortgage over 30 years 
will mean middle-class taxpayers pay 
$37,000 less on their home mortgage. If 
we balance the budget with this bill, 
we can create · more jobs because we 
will have more economic growth, more 
opportunities for Americans, minori
ties, and middle-class citizens. 

Finally, we can have lower taxes, be
cause the burden of a huge Federal 
debt and interest on that debt will not 
be as great. 

Mr. Speaker, this bill is good for the 
middle class, it is good for the children, 
it is good for the United States of 
America, and I urge my colleagues to 
join me in supporting the balanced 
budget. 

Mr. SHAYS. Mr. Speaker, I yield 2 
minutes to the gentleman from Ohio 
[Mr. BOEHNER], our conference chair
man. 

Mr. BOEHNER. Mr. Speaker, the 
House is voting today on a plan to 
make the government smaller, less 
costly, and more responsible and ac
countable to the people that it serves. 
Members from both sides of the aisle 
have crafted it, and appropriately so. 
There is no single issue that should 
unite us more than eliminating the 
Federal budget deficit, because when 
the Government fails to balance its 
budget, it is not just being irrespon
sible, it is restricting the freedom of 
ordinary Americans to realize the 
American dream. 

More than perhaps any other quality, 
Americans cherish the notion of free
dom. But Americans recognize that 
with freedom comes responsibility, a 
responsibility to live within our means, 
to realize that our actions today will 
impact the lives of our children tomor
row. They live within those rules and 
they expect no less from their Govern
ment. 

The plan we are voting on today is 
evidence that Washington is at last be
ginning to take its responsibility seri
ously. It reduces the growth of Govern
ment spending by nearly $1 trillion 
over the next 10 years, reversing the 
legacy of bankruptcy that we are hand
ing off to our children. It saves Medi
care from bankruptcy, ensuring that 
seniors of today, and tomorrow, will 
continue to have this vital program 
well into the next century. It allows 
tax relief for families, and individuals, 
at every stage of their life so they will 
have the freedom to save and plan for 
their future. 

Mr. Speaker, the American people 
are the real winners in this plan. By 
taking this next step toward balancing 
the budget for the first time in a gen
eration, we take another giant leap to
ward restoring their freedom to chase 
the American dream. It is our responsi
bility to follow through on our prom
ises that we have made to them. 

Mr. SHAYS. Mr. Speaker, I yield 1 
minute to the gentlewoman from New 
Jersey [Mrs. ROUKEMA]. 

Mrs. ROUKEMA. Mr. Speaker, I 
would say that I do believe that we 
should pass this program. Balancing 
the Federal budget is absolutely essen
tial to protect the Nation 's short-term, 
and long-term financial health and cer
tainly to ensure our children and 
grandchildren a greater tomorrow. 

I want to especially thank the chair
man of the committee for his work 
that he is going to do, specifically men
tioning the needs of New Jersey with 
respect to the Medicaid needs and the 
DSH formula. 

I do want to say that I have a ques
tion and a reservation with respect to 
the Small Business Association ERISA 
reforms of the bill. I will be moving to 
correct those reforms. In my opinion, 
they do not belong in this bill, they 
really should be separated out, and I 
would hope that we could work on that 
in conference. But without reservation, 
we must support this as an ongoing 
program and assure that we are keep
ing our promise to the American peo
ple. 

Mr. PALLONE. Mr. Speaker, I yield 
1114 minutes to the gentlewoman from 
California [Ms. ESHOO]. 

D 1700 
Ms. ESHOO. Mr. Speaker, as the 

American people listen to us this after
noon as we engage in this great and im
portant debate about our Nation's 
budget, it really is a statement of our 
values. The President came to the Con
gress, and in his State of the Union 
Message delivered part of the message, 
there were 10 million uninsured chil
dren relative to health care in our 
country. 

The parties came together and said, 
this is a priority. We then went to 
write in, to fill in the blank, of how we 
would plan to insure the 10 million un
insured children in our country. There 
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is only one plan that has been ad
vanced that actually works and 
reaches out to the majority of the chil
dren in our country. It has not created 
a new entitlement, there are no un
funded mandates, but neither is it a 
giveaway to our Nation 's Governors. It 
puts children first by building on the 
public system; by saying to the insur
ance companies, it says to the insur
ance companies that you can indeed 
offer children-only insurance policies. 
It rewards States that are doing even 
more for children, and it is the only 
plan, according to the CBO. The CBO 
says that the Republican plan will 
cover only 520,000. That is a deficit for 
our Nation. 

I urge that we support this plan. I 
will not support the budget plan con
tingent upon this. 

Mr. PALLONE. Mr. Speaker, I yield 1 
minute to the gentleman from Cali
fornia [Mr. w AXMAN]. 

Mr. WAXMAN. Mr. Speaker, I thank 
the gentleman for yielding time to me. 

Mr. Speaker, I will put a longer 
statement in the RECORD on the health 
aspects of this budget reconciliation 
bill, but I do want to point out that we 
are missing an opportunity to cover 
children as fully as we might in the 
most certain and effective way we can. 

What we have in the bill is a good 
start. What we have in the budget is $16 
billion, but it would be most effective 
if we were certain that the money 
would be spent to buy guaranteed cov
erage with the benefits that children 
need. 

We have a model for this and it 
works. It is called Medicaid. We ought 
to help States do a better job with that 
program, and with the block grant 
money, we ought to be sure it is spent 
on what we intend, to buy health insur
ance coverage for uninsured children. 
It is not supposed to be a pot of money 
for States to refinance their own 
health services facilities. It is not sup
posed to be a replacement for DSH, it 
is supposed to help kids. 

We can do better. In Medicaid and 
Medicare, while there are some posi
tive steps, it seems to me on balance I 
cannot endorse this legislation. 

Mr. Speaker, we are missing an opportunity 
today to assure that we are extending cov
erage to millions of uninsured children in the 
most certain and effective way we can. 

We have $16 billion to spend here. This is 
not enough to cover all the uninsured children, 
but it is a good start. 

And it will be most effective if we are certain 
that the money is being spent to buy guaran
teed coverage, with the benefits that children 
need. 

We've got a model for this-and it works. 
It's called Medicaid. We ought to help States 
do a better job with that program. 

And with the block grant money, we ought 
to be sure it's spent on what we intend: to buy 
health insurance coverage for uninsured chil
dren. It's not supposed to be a pot of funds for 
States to refinance their own health service fa-

cilities. It's not supposed to be a replacement 
for DSH. It's supposed to help kids. 

We can do better. 
And the changes this bill makes in Medicaid 

and Medicare are not acceptable. 
I recognize that these provisions are dra

matically improved from those brought before 
this House in the last Congress. But being 
better than something that was totally unac
ceptable is not good enough. 

I also recognize that there are some things 
in this bill, particularly related to Medicare, that 
are very positive. The preventive care benefits 
added to Medicare are long overdue, and will 
be very helpful to Medicare beneficiaries. 

But on balance, I cannot endorse this legis
lation. 

I cannot vote in support of the establishment 
of medical savings accounts [MSA's] in the 
Medicare Program. I know this is a dem
onstration-but it is a massive one. And it is 
a bad one. 

MSA's cost Medicare money. They cost $2 
billion. This is money that should be left in the 
Medicare Trust Fund or spent on benefits that 
all Medicare beneficiaries need. Instead, we're 
spending $2 billion to benefit people who are 
healthier and wealthier. They leave the many 
Medicare beneficiaries of moderate income, 
the ones whose health is more precarious, 
bearing the cost. That is wrong. 

The changes in how managed care organi
zations will be paid by Medicare are also ex
treme. They will cause severe problems in 
higher cost urban areas. An initial attempt to 
rationalize payments became a free-for-all in 
which HMO's in urban areas, and the bene-

. ficiaries who are enrolled in them, are the los
ers. 

And while this bill is better as a result of the 
amendment approved by rules in its protection 
for low-income Medicare beneficiaries, it does 
not meet the budget agreement terms of full 
payment of the Medicare premium for people 
below 150 percent of poverty. 

Many of the changes this bill makes in Med
icaid are also not ones I can support. Put sim
ply, the cuts in the disproportionate share pro
gram are too large, and they are not designed 
to protect either the hospitals that serve very 
large populations of low-income people, or 
States which have spent all of their DSH mon
eys on these kinds of hospitals. 

I cannot vote for a proposal that will result 
in a 20 percent cut of DSH dollars in my own 
State of California by 2002. I cannot endorse 
a policy that leaves large public hospitals, chil
dren's hospitals and hospitals with low-income 
utilization rates of 25 percent or 30 percent 
without first call on the funds available. 

I cannot support legislation that undermines 
a poor woman's right to choose. 

Finally, I look at the bill currently being de
bated by our colleagues in the Senate, and I 
see a number of provisions that will be 
brought into conference that would make this 
bill considerably worse. 

It is not good enough now. It should be 
made better. It must be made better before it 
will have my support. 

Mr. PALLONE. Mr. Speaker, I yield 
30 seconds to the gentlewoman from 
Texas [Ms. JACKSON-LEE]. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, I acknowledge to the gen-

tleman from Florida [Mr. SHAW] , just 
as a correction, that I voted for the 
Deal amendment on welfare reform, 
which really worked, but I rise today 
because I do not want to pit children 
against my hospitals in Texas. I do not 
want to give a windfall to those Gov
ernors who may not focus on the need 
to insure the 10 million children who 
are uninsured. 

We have a real health plan that does 
not pit hospitals against children. It is 
extremely valuable that we move for
ward on a budget reconciliation that 
protects workers, protects children, 
and provides for the hospitals in the 
State of Texas. 

Mr. Speaker, I rise today to express my ve
hement opposition to H.R. 2015, the Budget 
Reconciliation Act. The problems with this bill 
are almost too numerous to list. However, I 
am compelled to report to the American peo
ple some of the most dismal aspects of this 
legislation. 

First, H.R. 2015 contains a provision which 
reduces Medicaid spending by $11.4 billion, 
primarily by reducing payments to hospitals 
that serve a disproportionate share of low-in
come patients. The Disproportionate Share 
Hospital [DSH] program was created to ensure 
health care for the elderly, the indigent and 
the Nation's young people. It was specifically 
designed to reimburse hospitals that serve a 
disproportionate number of uninsured or indi
gent persons. 

The DSH program is an integral part of the 
Medicaid Program in my home State of Texas . 
DSH is critical in providing quality health care 
to Texans who cannot otherwise afford it. A 
reduction in payments to these hospitals, 
therefore, discriminates against Texas be
cause it singles out high-DSH States for cuts. 

Without DSH funding, many of Texas' rural 
hospitals cannot continue to operate. Many 
counties will lose access to a medical center 
for hospital, outpatient and physician-based 
care. When those hospitals which serve the 
largest proportions of poor, low-income sen
iors and young persons suffer severe cuts in 
Federal funds, tens of thousands of low-in
come Americans will feel the pain. 

Also included in this bill is a troubling provi
sion commonly referred to as the Hyde 
amendment. This discriminatory provision 
would permanently prohibit the use of funds to 
pay for any abortion or to pay for any health 
plan that covers abortion, except if the life of 
the woman would be endangered, or if the 
pregnancy was the result of rape or incest. 
The inclusion of this language in the budget 
reconciliation bill would permanently write into 
Federal law a ban on abortion funding for low
income women and thus deny them access to 
vital reproductive health services that are 
available to others. This places disadvantaged 
and poor women in a substandard health envi
ronment which says to them that we do not 
care. This ban could force some women to re
sort to unsafe alternatives and others could 
suffer delays resulting in more risky proce
dures. One way or another, society will have 
to bear the costs of providing medical and 
support services for the eligible recipients 
under this block grant who are not able to ter
minate crisis pregnancies. 
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Let me now turn my attention to our Na

tion's immigrants. H.R. 2015 restores benefits 
to those low-income legal immigrants who 
were receiving SSI benefits when the welfare 
reform legislation was enacted last August and 
lost those benefits. However, this is nothing 
more than a Trojan Horse because the bill 
does not provide SSI benefits to legal immi
grants who were in the country as of last Au
gust, were not receiving benefits in August, 
but who later became disabled despite the fact 
that this was part of the budget agreement. 
The President has threatened to veto the bill 
because of the absence of these benefits. We 
should not allow this Trojan Horse to leave the 
floor of the House. 

Finally, the funding in H.R. 2015 for a chil
dren's health care initiative is turned into a 
block grant which even the Congressional 
Budget Office estimates may only cover 
500,000 additional children-not the 5 million 
goal children agreed to in the budget negotia
tions. This seems to me to be obvious evi
dence that the concern some Republicans 
have expressed for the 10 million children 
without health care in our country, is little 
more than lip service. If their concern was 
deeply-felt we would find that H.R. 2015 pro
vided a sincere effort to reach as many of 
these children as possible. It does not. 

Mr. Speaker, I, like many of my colleagues 
would like nothing more than to vote for legis
lation that is a step toward bringing the na
tional budget into balance and eliminating the 
deficit. I believe, however, that it is possible to 
do this in a manner that is balanced and com
passionate. H.R. 2015 is neither and for this 
reason I oppose it and urge my colleagues to 
do the same. 

Mr. SPRATT. Mr. Speaker, I yield 
the balance of my time to the gen
tleman from Texas [Mr. STENHOLM]. 

The SPEAKER pro tempore [Mr. 
DREIER]. The gentleman from Texas 
[Mr. STENHOLM] is recognized for 1 % 
minutes. 

Mr. STENHOLM. Mr. Speaker, I rise 
in support of this reconciliation bill. 
This bill takes another important step 
toward achieving a balanced budget. As 
one who believes that enactment of a 
fair and responsible plan to balance the 
budget by 2002 and beyond is critical to 
the future of our country, I believe it is 
extremely important that the House 
vote today to send this bill to con
ference and keep the process moving. 

The efforts of President Clinton and 
Congress have resulted in 5 consecutive 
years of declining deficits and the low
est deficit since the Carter administra
tion. The agreement builds on this tre
mendous achievement, and continues 
the glidepath to a balanced budget. 

I am gratified that in numerous in
stances this reconciliation bill reflects 
the influence of Blue Dog budgets. The 
savings levels and the policies for 
Medicare and Medicaid and other pro
grams are quite close to the savings 
levels and policies we predicted would 
comprise a reasonable compromise. 

Anyone who has ever tried to lead 
knows there are a dozen attacks on 
why a plan is bad for every one sugges-

tion of how it might be improved. I re
main solidly in the camp of those who 
will work for a constructive com
promise. 

In that vein, I congratulate the 
President and his staff, the gentleman 
from Ohio [Mr. KASICH], the gentleman 
from South Carolina [Mr. SPRATT], and 
all of their staff for their hard labors 
which have brought us to this point. 
This has been a good-faith effort to 
work out the countless policy issues 
that need to be resolved for the budget 
agreement to achieve a savings in a 
fair and equitable manner. 

I remain concerned about the impact 
of some of the policies of this reconcili
ation bill, and particularly I am very 
concerned about the impact that the 
policies for achieving the savings in 
the Medicaid Disproportionate Share 
Program will have a harmful effect on 
small rural and inner-city hospitals. 

However, we need to remember that 
this bill has a long way to go before it 
is enacted into law. The administration 
will continue to work with Republicans 
and Democrats to work out these re
maining problems. My primary concern 
is the lack of meaningful enforcement, 
but we will yet have another attempt 
at making that correction. 

Mr. PALLONE. Mr. Speaker, I yield 
the balance of my time to the gen
tleman from California [Mr. FAZIO]. 

The SPEAKER pro tempore. The g·en
tleman from California [Mr. FAZIO] is 
recognized for P /2 minutes. 

Mr. FAZIO of California. Mr. Speak
er, I am very disappointed at this 
point. I voted for the budget resolu
tion, and I looked forward to the bipar
tisan cooperation we saw then put in 
place so we could vote today to send 
this bill to conference in the same bi
partisan manner. 

But the bill comes up short. We do 
not need a provision to take the Hyde 
language on abortion and make it per
manent law. We need to pay more at
tention, for example, to the way in 
which we try to extend health care to 
the 10 million kids in our society that 
are not covered by insurance today. 

First of all, we need an outreach pro
gram, because we know there are 3 mil
lion of them that are currently eligible 
for Medicaid who are not part of it. We 
need to expand the Medicaid program 
to try to broaden coverage throughout 
our States. On top of that, we need in
surance reforms that will make it pos
sible for parents to buy insurance for 
their children if the children do not get 
it where they work, or if the children 
are not covered. 

Most of all, we need to work with the 
States to go after the kids of the work
ing-poor families who are not covered, 
but simply, to make a grant to the 
States and tell them they can use it for 
almost any purpose is going to do noth
ing· more than supplant existing State 
funds. We need to expand affordable in
surance coverage and not simply go 

through a shell game with State and 
Federal dollars. 

There are ways we can make this a 
better bill. I hope I can support it when 
it comes back from conference. I am 
optimistic I can. I want to give credit 
to the gentleman from Ohio [Mr. KA
SICH], my good friend, and the gen
tleman from South Carolina [Mr. 
SPRATT]. They have resolved a number 
of problems before they came here 
today. They have not gone as far as 
they must go. 

The process should go forward, but 
those of us who remain unhappy with 
the progress we have made today need 
to keep before the President and this 
Congress the pressure to do a better 
job. I look forward to voting for a bet
ter job, and I hope it can be accom
plished. 

Mr. SHAYS. Mr. Speaker, I yield the 
balance of my time to the chairman, 
the gentleman from Ohio, [Mr. JOHN 
KASICH], the gentleman who began this 
long march toward a balanced budget 
in 1989. 

Mr. KASICH. Mr. Speaker, let me 
first of all compliment my colleague 
and friend, the gentleman from South 
Carolina [Mr. SPRATT]. He has been ob
viously in a difficult position with 
some of his very top leadership aggres
sively opposing the agreement. He has 
also been a party on a day-to-day basis 
to the difficulty of being able to write 
this whole agreement, which has taken 
a period now of about 6 months. I want 
to thank him for his support. But I 
think the gentleman from South Caro
lina really is in a position to be able to 
understand what we have gone through 
on this, and to understand the good
fai th efforts that have been made by all 
sides. 

First of all, if we want to have an ex
cuse to vote no, Members can come up 
with anything they want. I am very 
disappointed to see some of my friends 
and colleagues on the other side of the 
aisle coming up with nothing more 
than excuses to oppose this bill that is 
before us today, because the White 
House supports it. The reason why the 
White House supports it is because we 
have kept the spirit of this agreement. 

Imagine this: about 4 or 5 months ago 
we started negotiating the entire oper
ation of the Federal Government in an 
effort to balance the budget and come 
up with tax cuts. We ended up reaching 
an agreement. We kept our word to ob
viously let this House vote on two sep
arate bills, the bills to cut spending to 
balance the budget, and tomorrow a 
bill to reduce the taxes and give some 
more power back to the American peo
ple. 

We took this agreement, which was 
laid out in many, many pages, and we 
went to our committee chairmen, all of 
whom felt very strongly about the fact 
that they wanted to design some poli
cies the way they thought made more 
sense. 
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I will just give the Members one ex

ample. The gentleman from Florida 
[Mr. SHAW] decided that he thought it 
was essential that we cover those peo
ple who are currently disabled who 
might find themselves off the rolls in a 
review process, our noncitizens. He de
cided it was more compassionate to 
help those people than to help a group 
of people who were here before the wel
fare bill was passed who might become 
disabled. 

This was just an honest difference in 
terms of how we can spend money to be 
compassionate f o~ people. It would be 
wrong, it would be unfair, and it would 
be unjust to accuse the gentleman from 
Florida [Mr. SHAW] of trying to violate 
the agreement. It was an honest dif
ference in terms of how we would best 
help people who were in need. 

Furthermore, the gentleman from 
Florida is the chairman of a sub
committee. He has the right to carry 
out some legislation, and at times the 
Speaker and I had to sit in rooms and 
we had to direct a whole panoply of ac .. 
ti vi ty across our conference under the 
grounds of making sure that this 
agreement was carried out in terms of 
its spirit. 

Frankly, if Members take a look at 
the efforts that have been made con
tained in this reconciliation bill , we 
have done a job that is unparalleled in 
this House in modern times. The com
mittee chairmen, constructively, to 
meet the agreement, they worked ag
gressively and with great bipartisan ef
fort to bring the other side to this 
agreement, and at the end of the day I 
think we are pretty well there. 

Let me just suggest one other thing 
that I would like Members to think 
about as they are in their offices, if 
they are a Democrat, when they want 
to come over here. Think about the 
House, for once. This is a terrific op
portunity to join together to do some
thing that we have not done in 30 
years. We have a realistic chance. I 
predict, I believe, we will in fact have 
a bill. It will be signed into law. We 
will have a tax bill, it will pass, it will 
ultimately be signed into law. We are 
going to have a balanced budget. We 
are going to have tax cuts. 

I think it represents a new oppor
tunity for this House to push aside this 
partisan wrangling that we have been 
involved in over the period of the last 
several years and come together on 
something. This is just a matter of 
common sense. Mr. Speaker, if we had 
not lived up to the spirit of this accord, 
the administration would not be sup
porting the passage of this bill. 

I ask Members to listen to their 
hearts and listen to their people. Do 
not listen to a bunch of people who 
want to find an excuse to keep this 
House divided, who want to find an ex
cuse to nitpick, who want to find an 
excuse to downgrade the actions of our 
chairman, who tried to reach across 

the aisle and bring a document out 
here that really made sense and could 
really represent bipartisan spirit. 

Let us just get out here today, come 
over h ere, give us a " yes" vote, move 
this bill into conference. There will be 
additional changes that will occur. But 
I would like to say to the rest of the 
Members in this House and to their 
staff and the people who watch this de
bate, i t is a terrific day. We are going 
to balance the budget. The Berlin Wall 
of big government has fallen. There 
will be tax cuts. It is all going to hap
pen because we stuck to principle. We 
believe in less government, we believe 
in shifting power, money, and influence 
from this city, and it is no longer rhet
oric, Mr. Speaker, it is reality. 

We are going to vote here today and 
we are going to move this process 
along, and at the end of the day, with 
the process of further give and take, 
not deviating from our principles, we 
will have signed into law before the end 
of this year the first balanced budget 
since man walked on the moon. 

I think it gives the American people 
a little bit of hope that maybe some of 
us can get it right here in town, but let 
us not be confused. There is a proper 
role for the Federal Government, but 
into the future it will not be about the 
power of Government. It will be about 
the power of every man and ever y 
woman and every boy and every girl in 
this country to live their dreams, to be 
creative , innovative, be rewarded for 
their action, and to really, frankly, as 
we head into this third millennium, be 
able to gain speed in terms of the 
power of the United States to influence 
not just our hemisphere but the entire 
world, and to make a stand on which 
all of mankind can be proud. 

Mr. OWENS. Mr. Speaker, I rise in strong 
opposition to the Budget Reconciliation 
Spending Act (H.R. 2015). Nothing is more im
portant than the discussion of the budget. Our 
Nation's values are all locked up into the way 
it proceeds with its budget. What we really 
care about we should discover by watching 
what is included in the budget and under
standing that what is really important to this 
Nation should be reflected in its budget. H.R. 
2015 contains numerous modifications to enti
tlement programs-programs that are the last 
resort for many of America's children, women, 
and families. 

While Congress is moving forward in the 
budget process, my colleagues must be re
minded that our starting point-the White 
House-Republican budget agreement-was in
sufficient, especially in the area of education. 
We should have a budget which is not apolo
gizing for the amount of money in it for edu
cation. It is crucial that we bring 21st century 
technology into our 19th century schools. The 
GAO estimates that we need $135 billion to 
rebuild our Nation's schools. My colleague 
from New York, Representative LOWEY, intro
duced a bill to forward the President's $5 bil
lion initiative to stimulate funding to rebuild 
America's schools. These funds were not in
cluded in the White House-Republican agree-

ment. Without the school construction initiative 
proposed by the President, many of the 
schools that have the greatest needs will not 
have the buildings to provide a safe and de
cent place for children to learn. The second 
area, is Head Start. There are an estimated 
2.1 million children eligible for the Head Start 
Program. According to an analysis by the Na
tional Education Association, $11 billion is re
quired to ensure that all of these children have 
access to early childhood learning, a crucial 
component in their developmental process. 
The funding necessary to serve these future 
American taxpayers again was not a part of 
the historic agreement. What message are we 
sending to the Nation by not funding this vital 
program for children 4 years old and under? 

Today, we enter the stage in the budget 
process where permanent spending priorities 
are being proposed under H.R. 2015. The en
titlement programs with the largest reduction 
in this bill are Medicare-$115 billion-and 
Medicaid-$11 billion. Why do we continue to 
cut Medicare and Medicaid? We do need to 
address Medicare and Medicaid in a new way, 
and stop the assumption that these programs 
are where most of the money is, and therefore 
justify proposals to cut Medicare and Med
icaid. The savings that Medicare will yield will 
come from cutting payments to providers, 
$102 billion, mainly hospitals and health care 
plans, as well as $12.9 billion in increased 
premiums in Medicare part B to be paid by the 
Medicare beneficiaries. 

That was yesteroay's language. Today, the . 
Republicans tell us that the increased pre
miums will be paid by some beneficiaries. 
These beneficiaries are described by their in
come percentage of the poverty level. For ex
ample, beneficiaries with incomes between 
100 percent and 135 percent of the poverty 
level will not have Medicare part B premium 
increases; but, for those with incomes be
tween 135 percent and 175 percent of the 
poverty level, the measure will cover that por
tion of the premium that is attributable to the 
transfer of home health services from Medi
care part A to part B. Who will decide whether 
those with income at the 135 percent of pov
erty level be considered in the free category or 
premium increased category? Why are we 
being forced to move in a way which will pe
nalize our elderly and our poor people? 

The bill includes $16 billion over 5 years for 
a new child health assistance block grant. 
While $16 billion is better than nothing, it is 
estimated that the plan is far short of reaching 
one-half of the 1 O million children who are 
without health coverage. Why has this funding 
for children's health care been changed to a 
block grant? Under the block grant concept, 
funds would be distributed to States based on 
the State's share of uninsured children, and 
then adjusted for the average cost of health. 
This appears to be a ball of confusion to me. 
We were grateful for the small step forward 
when we asked for funds to insure one-half of 
the uncovered children. Yet, the Congres
sional Budget Office recently released figures 
that indicate as few as 500,000 children would 
benefit from the block grant proposal. 500,000 
is a mere drop in the bucket and embarrass
ingly short of the dramatic health care needs 
of this country's children. 

Just a week ago, I welcomed the joint reso
lution celebrating the end of slavery in the 
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United States. I thought that it was a small 
gesture. However, it is an important one for a 
lot of Americans, both black and white, and I 
was pleased to see that not a single Member 
of the House of Representatives voted against 
this joint resolution introduced by the gen
tleman from Oklahoma [Mr. WAITS]. But 
today, when I see certain provisions included 
in the Welfare-to-Work Program, my pleasure 
is gone. The resolution that passed last week 
was simply a nonbinding, politically correct bill. 
Yet, today we are considering a bill that could 
become permanent law and would resort to a 
declassification of workers in the Workfare 
Program. I see benefits that every American in 
the workplace share not included in the wel
fare program. These workers, because they 
receive temporary assistance for needy fami
lies, would not be considered employees and 
would be deprived of protections under the 
Fair Labor Standards Act. These workers, 
both white and black, would be treated as sec
ond-class citizens. They would not be covered 
by the Equal Pay Act, title VII civil rights pro
tection's SHA, or the family leave laws. Be
cause they receive temporary assistance for 
needy families they are not protected against 
sexual harassment as other workers. This reg
ulation states that "women subject to sexual 
harassment on a welfare-to-work assignment 
could be required to seek redress from the 
very agency that employed them." H.R. 2015 
contains no appeals rights, and no court re
dress for workfare participants. Where is this 
Nation going? Where are our values? We 
have laws that protect all other workers from 
sexual harassment in the workplace. Are we 
sending the message that it is alright to sexu
ally harass poor or needy women? This 
sounds like slavery all over again. 

In direct breach of the so-called budget 
agreement, H.R. 2015 would sanction the dis
crimination and gross mistreatment of 
workfare participants. Yesterday, the New 
York Times documented a tragedy in which a 
50-year-old Workfare participant in New York 
died on her job. Apparently, this individual suf
fered from coronary heart disease and was 
not able to work. Yet, the individual's well-doc
umented medical history was allegedly ig
nored. The Times revealed that many 
workfare workers have complained about gen
uine health problems, and were still forced to 
work in conditions inimical to their health. And 
Congress' unconscionable answer to this is to 
ensure that wronged workfare workers have 
no Federal protections. 

Moreover, H.R. 2015 reneges on the White 
House-Republican budget agreement's prom
ise to restore benefits to legal, disabled immi
grants who face termination from the SSI pro
gram in October. H.R. 2015 would ensure that 
those immigrants who received SSI before the 
date of the welfare reform bill 's enactment, 
August 22, 1996, will continue to receive 
them. However, no provisions are made for 
those elderly, legal immigrants who were in 
the country by August 22 and became dis
abled after this date. At best, the omission of 
this protection reveals a distorted under
standing of an agreement. At worst, it indi
cates a careless, despicable disregard for our 
legal immigrants who lack the ability to secure 
the resources needed to sustain a minimum 
standard of living. 

Undoubtedly, this bill still needs · more work. 
This Nation's budget must reflect our values. 
Our values do not rob the poor and our chil
dren to provide for the rich. We must educate 
our children, all ages. We must build new 
schools. We must provide child health care for 
all needy children. We must keep freedom 
alive for all citizens. And we must do all of this 
without cutting Medicare and Medicaid, there
by, penalizing our elderly and our poor. I urge 
my colleagues to reject this shameful budget 
bill and vote "no" against H.R. 2015. 

Mrs. JOHNSON of Connecticut. Mr. Speak
er, today I rise in support of the Balanced 
Budget Act of 1997. Specifically, I strongly 
support the provision that will allow any per
manent resident who was receiving supple
mental security income [SSI] as of the enact
ment of last year's welfare bill , August 22, 
1996, to continue to do so. 

I believe the noncitizen provisions in the 
Balanced Budget Act are compassionate and 
fair. By grandfathering everyone currently on 
SSI , it does not require anyone to undergo an 
eligibility redetermination process. I consider 
this to be essential , since those on SSI are 
some of our most vulnerable members of soci
ety-poor, elderly, and disabled. Imagine tell
ing an 85-year-old widow who qualified for SSI 
under the elderly category that she may, or 
may not, lose her benefits based on whether 
the SSI employees determine her to be dis
abled as well as elderly. The disability deter
mination process can be lengthy, detailed, and 
often full of uncertainties, especially for those 
with a limited command of English. I did not 
support eliminating SSI for those noncitizens 
already on the rolls last year, and I continue 
to oppose any efforts to take away benefits for 
this group of people. Subjecting 300,000 poor, 
elderly aliens to the SSI redetermination proc
ess is unjust. 

I have been working closely with the Polish 
and Hispanic communities in my district to re
store what I view as harmful cuts in benefits 
passed as part of the welfare bill. I cannot 
think of one group of people more vulnerable 
than the elderly and disabled dependent on 
supplementary security income. In addition to 
grandfathering all noncitizens on SSI as of last 
August, I support efforts to provide a bridge to 
those noncitizens who become disabled in the 
future . Legal permanent residents need to be 
aware of their options in the future, before 
they become disabled. If they work, or their 
spouse works, for 40 quarters, serve in the 
military, or become a U.S. citizen, legal resi 
dents will qualify for SSI. I am optimistic that 
most permanent residents will be prepared to 
meet at least one of these criteria and so pro
tect themselves in case of a disabling acci
dent. 

As a bridge, for legal residents not qualified 
for SSI but who are borderline, I support a 
transition period so that noncitizens who came 
to the United States under the old rules and 
who are already borderline disabled or dis
abled but supported by family would be able 
to receive help. 

I urge my colleagues to join me in support 
of the noncitizens provisions of the Balanced 
Budget Act of 1997. 

Ms. CHRISTIAN-GREEN. Mr. Speaker, I 
rise in strong opposition to the budget rec
onciliation bill because it will hurt everyone 

from children to low income workers to legal 
immigrants. 

Over 1 month ago, my colleagues on the 
other side of the aisle heralded the reaching 
an agreement with the President to balance 
the Federal budget by the year 2002. How
ever, in an almost complete turnaround, this 
spending bill before the House today reflects 
a near complete repudiation of that agree
ment. 

In addition to refusing to honor the budget 
agreement on health-care coverage for low-in
come elderly and uninsured children, the bill 
before us today makes deep cuts in the very 
important Disproportionate Share Hospital Pro
gram and the SSI State maintenance-of-effort. 

Of particular concern to me and my col
leagues who represent the over 4 million U.S. 
citizens in the U.S. territories and common
wealths, this spending bill completely elimi
nates all of the increments for inflation adjust
ments to the Medicaid Programs in these 
areas, that was provided in the balanced 
budget agreement. My constituents and those 
of my fellow congressional Delegates whose 
health care costs we cannot adequately meet 
at our present capped funding levels, were 
counting on even this small increase in our 
Medicaid payments. 

The territories are capped under current law 
in the amount of Medicaid payments we can 
receive and as a result, our current funding 
level does not permit DSH payments to our al
ready struggling hospitals. This very punitive 
decision not to provide this very needed in
crease in Medicaid payments for the territories 
will severely undermine the already fragile 
health-care delivery system and impact se
verely on children and the poor in the U.S. off
shore areas. 

This reconciliation bill defiantly turns its back 
on a hard fought bipartisan balanced budget 
agreement that reflected a compromise on 
many important and controversial issues. We 
must insist that the majority live up to the 
agreement they reached with the President by 
voting no on this deeply flawed bill. 

Mr. VENTO. Mr. Speaker, I rise in opposi
tion to this spending reconciliation bill. I sup
ported the budget agreement worked out by 
President Clinton and Congress which 
mapped an outline for a plan to lead to a bal
anced budget by the year 2002. However, this 
reconciliation bill breaks the promises of that 
plan in numerous ways and includes several 
negative provisions that are unrelated to the 
budget or savings. This measure turns this 
budget bill into a "Where's Waldo" game. The 
majority has loaded the bill with so many dis
tractions that I can scarcely notice the real 
budget deal anywhere. 

The budget plan which we passed last 
month was a package of important com
promises. Each of us would have changed 
certain priorities of that compromise package 
and adjusted the spending cuts and taxes dif
ferently, but we had, for the moment, found 
common ground in order to make progress. 
The resulting package was a sign that we as 
policymakers were willing to work together to 
compromise and collaborate in finding com
mon ground, moving forward and doing what 
is possible in the next 18 months to achieve 
a socially and fiscally sound Federal Govern
ment. I voted for the plan last month even 
though certain provisions were imperfect. 
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The Republican majority is not standing by 

the promises, obligations, and good faith of 
that budget agreement. They are mauling and 
manipulating key provisions of the agreement 
in order to advance a different agenda which 
hurts working families, seniors, and legal im
migrants. By breaking and reneging on the 
budget deal, the majority is risking a return to 
the political stalemate and the Government 
shutdown which we experienced during 1995-
96, and more recently, the congressional dis
aster on the flood relief bill. 

The Republicans have belatedly back
tracked on a couple of their negative policy 
proposals. For instance, they are now agree
ing to abide by the budget agreement and set 
aside $1 .5 billion to help low-income seniors 
with rising Medicare premiums. The original 
bill, before it was changed yesterday in the 
Rules Committee, would have negated the 
budget agreement and set aside only one-third 
of that amount for low-income seniors. 

But while they have changed a few provi
sions, many serious problems remain. The 
Republican majority is playing a pea and shell 
game with protections for legal immigrants. 
The budget agreement said that we would re
store benefits for all legal immigrants who 
were in the country prior to August 23, 1996, 
and who are or later become disabled. This 
was but a partial solution to the problems legal 
immigrants face under the 1996 welfare re
form law. Today's bill, however, does not fol
low through on that commitment and would 
deny any assistance to a legal tax-paying im
migrant who suffers a tragedy and becomes 
disabled after August 1996. This was not the 
intent or the spirit of the budget agreement 
and no amount of Republican rhetoric will 
change that fact. 

There are a host of other provisions which 
go against the budget agreement. A major 
point in the agreement was to provide health 
insurance coverage for 5 million of the 1 O mil
lion uninsured children in America. However, 
this has been manipulated to provide so much 
flexibility to States that the money will not be 
spent on new children's health coverage. In
stead, it will be substituted for existing State 
effort on a host of unrelated health care 
needs. 

Also in the area of health insurance, Repub
licans have added several unrelated and neg
ative provisions, which were not part of the 
budget agreement. First, the Republicans 
have added changes to medical liability laws 
to cap malpractice damages, a provision 
which may very well attract a Presidential 
veto. Republicans have also decided to try to 
add medical savings accounts to Medicare, 
which will drain money from the trust fund to 
primarily benefit healthier and wealthier sen
iors. In addition, the bill will allow States to pri
vatize, or contract out the eligibility and enroll
ment functions of the Medicaid Program. 

The bill allows for the creation of Multiple 
Employer Welfare Arrangements [MEWA's], or 
health insurance sponsored by associations. 
While those who attempt to put the best face 
on this describe it as another option for people 
to obtain health insurance, the effect of this bill 
would actually exempt such MEWA's from 
State regulation, meaning that they would not 
be subject to solvency requirements and con
sumer protections. This provision would have 

a very negative impact on Minnesota, under
mining key Minnesota proactive health care 
reform efforts and would prevent other States 
from utilizing such initiatives. 

Finally, the bill takes an antiworker stance 
by undermining basic employment protections 
for people on welfare. Those on welfare in the 
world of work must be accorded the same 
treatment as other workers. They are not sec
ond class workers or citizens. 

All of these provisions are made worse by 
the fact that the companion budget tax break 
bill, which is to be considered tomorrow, over
whelmingly skews tax benefits to wealthier in
dividuals and corporations. The people who 
will be impacted by the cutbacks and negative 
policy proposals we are voting on today, will 
not see the benefits of the tax package we are 
voting on tomorrow. In fact, in the GOP 
version of the tax breaks, 70 percent of the 
tax breaks will go to those with the top 20 per
cent of incomes. Because of the way the tax 
breaks are structured, working American fami
lies will not see the full benefit of the HOPE 
education credit or the child credit, not to men
tion the capital gains tax breaks. 

It is unfortunate that the Republicans have 
chosen to add so many things to this budget 
bill, because the basic framework which was 
agreed upon in the budget deal was a positive 
framework. The budget deal which we agreed 
upon last month would have extended the 
Medicare trust fund, even while adding crucial 
preventive benefits to Medicare; preserved the 
Federal guarantee to Medicaid; strengthened 
environmental protection and enforcement; 
truly expanded health coverage for 5 million 
uninsured children; and increased investment 
in education, including increasing the amount 
and number of Pell grants, increases for Head 
Start, and key targeted tax breaks for higher 
education investments. The Clinton/congres
sional budget deal demonstrates that our 
country does not need to renege on basic 
commitments to the American people in order 
to balance the budget. We can invest in our 
Nation's future through health care, education, 
infrastructure, and the environment and still 
achieve sound budget goals. 

However, the GOP majority, with this budget 
deal, is writing the law as if anything goes, ir
regardless of the commitments made in that 
budget agreement, and is trying to push 
through antiworker and antifamily proposals. I 
regret that the majority has taken this ap
proach. I would have been supportive of a fair 
bill which followed through on the budget 
agreement in a reasonable manner, but this 
bill does not do that. Therefore, I regrettably, 
but forcefully urge my colleagues to vote 
against this measure which is unfair and re
neges on the basic agreement. 

Mr. MATSUI. Mr. Speaker, the Medicare 
proposal under consideration today was cre
ated using an open, bipartisan process. This 
process created a package with many provi
sions deserving of praise. It includes, for ex
ample, a proposal that helps military retirees 
in obtaining Medicare benefits by waiving a 
late enrollment penalty for those individuals 
who have traditionally relied on health care 
services on military bases. These men and 
women, who have dedicated their lives to 
serving the Armed Forces, now often find that 
the military base on which they have de-

pended for health care is closing. This provi
sion will help the honorable military retirees of 
Sacramento, CA, who will lose meaningful use 
of military health facilities when McClellan Air 
Force Base closes in 2001 . I have previously 
introduced legislation to address this problem, 
and am pleased to see a solution in the pack
age currently under consideration. 

There are, however, a number of problems 
in the Medicare proposal approved in the 
Ways and Means Committee. First, unlike the 
Commerce Committee proposal, the Ways & 
Means plan fails to allocate graduate medical 
education expenses [GME], indirect medical 
education expenses [IME] and dispropor
tionate share medical education expenses 
[IME] and disproportionate share hospital pay
·ments [DSH] directly to the hospitals which 
they are intended. 

Congress legislated GME, IME, and DSH 
payments to help teaching hospitals and hos
pitals serving a disproportionately large share 
of low-income patients. When a Medicare ben
eficiary selects to enroll in managed care, 
however, these payments follow the Medicare 
managed care recipient directly to the man
aged care entity. Although the intention is that 
the payments will be passed through to hos
pitals, this is not always the case. Rather, 
money intended for these hospitals is often 
kept by the Managed care entities as profit or 
spent on other services. 

This problem grows more severe as more 
enrollees enter managed care. In Sacramento, 
almost 45 percent of the Medicare population 
is in managed care. When th.ese payments 
are not passed on to hospitals, the impact is 
felt. Carving out GME, IME, and DSH from 
managed care payments would enable teach
ing and DSH hospitals to receive the same 
types of subsidies under Medicare risk-con
tract arrangements that they do under fee-for
service Medicare. It would ensure that money 
intended for these hospitals is actually deliv
ered. 

There is a second proposal in the Ways and 
Means Committee Medicare bill that is unduly 
punitive to hospitals. Under current law, pay
ments for inpatient hospital services are made 
under a prospective payment system [PPS], in 
which a predetermined rate is paid for each in
patient stay based on the patient's admitting 
diagnosis. PPS payment rates are updated 
annually. This Medicare proposal, however, 
would freeze the PPS update factor for the 
1998 fiscal year. 

The PPS freeze is not necessary to accom
plish the goal of achieving a balanced budget. 
There are alternatives that would achieve the 
same level of savings with a less immediate 
impact on patient care and market dynamics. 

In addition, any claim that the freeze will not 
harm hospitals contemplates a national aver
age-but not specific areas or types of hos
pitals. We cannot ignore patients in our teach
ing hospitals and other hospitals with high 
Medicare caseloads simply because more fi
nancially secure hospitals will be able to 
weather this storm. Although the PPS update 
will freeze, no other aspect of hospital expend
itures will remain stagnant. Wages, which rep
resent a large part of hospital expenses, will 
still need to be paid, as will utilities and capital 
costs. 

This measure is especially punitive to hos
pitals that are achieving the goals sought by 
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the PPS method of payment. They have 
achieved savings because they provide the 
most efficient patient care. Now that hospitals 
have achieved a level of efficiency, it is fair for 
the Medicare Program to share in this success 
by reducing updates. Yet it is not necessary to 
do it all at once. · 

Finally, I must add my voice to the chorus 
of concern in opposition to medical savings 
accounts [MSA's] MSA's are not in need of a 
demonstration project. We already know that 
MSA's cannot work and, in fact, they would 
cause harm. 

The demonstration project in this proposal 
would drain over $2 billion from the Medicare 
trust fund. These costs represent money being 
channeled directly to the savings accounts of 
healthy seniors at the expense of those who 
are not as fortunate. MSA's defy the very na
ture of insurance by establishing private ac
counts for healthy individuals rather than using 
those funds to balance the risk of all Medicare 
recipients. 

The MSA proposal also lacks fundamental 
consumer protections. We know from experi
ence that consumer protections are necessary 
when selling policies to the elderly and dis
abled. We do not need to demonstrate this 
again . There is a long history of seniors being 
victimized by unscrupulous insurance agents 
when being sold health insurance. This unfor
tunate practice led to the necessary strength
ening of MediGap protections in 1990. 

We face a new round of abuse under the 
current provision-seniors and the disabled 
will be sold MSA plans without full disclosure 
of the risk of high out-of-pocket costs they will 
face. Salespeople will focus on the potential 
for building up large savings accounts, and will 
hide details of the high $6,000 deductible and 
huge doctor bills above the Medicare ap
proved rate. Over 80 percent of Medicare 
beneficiaries have incomes under $25,000 and 
cannot face deductibles of $6,000 or the po
tential for unlimited balance billing contained in 
this package. 

I am pleased with a number of provisions in 
the current Medicare package. It is, however, 
not perfect. It is my hope that these imperfec
tions will be corrected before it is enacted into 
law. 

Mr. SISISKY. Mr. Speaker, I rise today to 
express my qualified support for the preven
tion initiatives in the Budget Reconciliation 
Spending Act. 

H.R. 2015 extends Medicare coverage for 
several preventive tests, including colorectal 
cancer screening. This is a tremendous step 
forward. This is a better bill because of it. 

Under budget rules, this prevention initiative 
has to be scored as costing the Treasury 
money. But, in reality, nothing could be further 
from the truth. In the long run, screening 
saves money. It saves Medicare the expense 
of months or years of costly care. Much more 
importantly, it saves fives. 

Some of you may know that I am a colon 
cancer survivor. After having surgery to re
move my cancer, I made a commitment to do 
every1hing I can to help others beat this ter
rible disease. This bill is a downpayment on 
that commitment. 

There is one way this legislation could be 
improved, however. Unfortunately, H.R. 2015 
limits the screening tests available to patients 

and doctors. It provides Medicare coverage for 
some tests, but denies coverage for a test 
called the barium enema. 

I have had all these tests. Take my word for 
it-there is nothing pleasant about any of 
them. Cancer patients will not be demanding 
to have these tests unless their doctors think 
it's absolutely necessary. 

And doctors are in the best position to de
cide whether these tests are necessary. Con
gress is not. It makes no sense for Congress 
to be legislating against specific screening 
tests. It makes no sense for us to dictate 
which of these tests should or should not be 
used. 

On this issue, the experts have spoken loud 
and clear. The American Cancer Society, the 
Office of Technology Assessment , and the 
Agency for Health Care Policy and Research 
all agree that the barium enema is effective in 
detecting colorectal cancer. 

Some of you may be aware of the con
troversy among advocates of the various 
colorectal cancer screening procedures. This 
dispute is unfortunate. But it is not a dispute 
that we should have to referee in this bill . 

There is a fair and reasonable alternative. 
We can and should ask the Secretary of 
Health and Human Services to make coverage 
decisions based on the recommendations of 
experts. 

I understand this is the solution adopted in 
the Senate Finance bill. I would hope that the 
House conferees will recognize the wisdom of 
this approach and recede to the Senate provi
sion. 

Nevertheless, I do strongly support this bill 
and its prevention initiatives. But I think we 
can make a good bill even better. We can fol
low the Senate's lead and let the experts de
cide which screening tests should be avail
able. 

Mr. STARK. Mr. Speaker, I am voting 
against the spending provisions of the budget 
resolution today for several reasons. 

The Ways and Means Committee approved 
the Medicare title of the budget bill in a bipar
tisan manner. We were given a number-$115 
billion-by the Budget Committee. $115 billion 
is a higher number than I would have liked, 
but it was what we were given. We've suc
cessfully made all the groups and lobbyists in 
town equally unhappy-a sure sign that we've 
done something right. 

But there are still many unacceptable provi
sions in the Medicare title. 

Medical savings accounts have no place in 
the Medicare Program. They are a terrible 
scam to rip off Medicare for the sake of insur
ance companies and healthy, wealthy bene
ficiaries. Every legitimate health care policy 
expert has concluded that MSA's would create 
extra costs, resulting in a weakened trust fund. 
The Congressional Budget Office estimates 
that the extra cost to Medicare for each per
son who signs up for an MSA will be $1 ,000 
in 1999, rising to an extra $1,650 by 2007. 
These costs are far too great to bear when we 
are trying to cut Medicare spending in order to 
preserve the program for future generations. 

We could have-and should have-done 
more to fight fraud and abuse in the Medicare 
Program. The administration proposed at least 
a half billion dollars worth of antifraud changes 
which the committee did not accept. The press 

reports that the Medicare Office of Inspector 
General will soon release an audit of Medicare 
that shows a fraud, waste and abuse rate of 
14 percent. That means about $23 billion in 
Medicare payments should not be made each 
year. Over 5 years, that equals $115 billion
the same amount we are cutting in this bill. 
We will never stop every last dollar of fraud 
and error, but we should certainly be doing 
better. To leave any antifraud proposals on 
the table when so much is being lost is not fair 
to the taxpayer or to the beneficiary. 

Tomorrow's tax bill is a great wasted oppor
tunity for the Medicare Program. Consider this: 
If we did not pass a tax cut bill tomorrow, but 
kept the amount of money that is going to be 
given away-largely to the rich-in savings 
bonds for Medicare, we could extend the life 
of the Medicare trust fund past 2021. The pub
lic should ask politicians who talk about the 
need to restructure Medicare and cut back its 
benefits, why they voted for a tax break for the 
rich, instead of saving that money for Medi
care. 

As we move to conference on the Medicare 
provisions, I challenge my colleagues to fully 
consider the devastating effects of Medicare 
structural changes proposed by the Senate. 

We must defeat the Senate's idea of raising 
the age of Medicare eligibility from 65 to 67. 
This proposal is certain to increase the num
ber of uninsured when early retirees and those 
retiring at age 65 are unable to afford private 
insurance policies to bridge the gap until Medi
care eligibility. We should be expanding health 
insurance coverage in America-not shrinking 
it. 

The Senate has proposed increasing the 
part B premiums and even the deductible on 
the basis of one's income. Others are talking 
about forcing seniors into managed care 
plans, and turning the program into a defined 
contribution plan that will not keep pace with 
inflation. 

The Republican spending bill is flawed in 
other areas as well. 

The Republican health proposal for chil
dren's health falls far short of providing health 
insurance for 5 million children as called for 
under the balanced budget agreement. In
stead, the Congressional Budget Office esti
mates it will cover only half a million children. 
The bill proposes an unaccountable block 
grant which would allow States to: supplant 
rather than supplement, existing health funds 
for children; provide health care providers with 
additional funding even if they don't add new 
services for children; and use funds in a man
ner that would catalyze State fiscal games
manship. There is no requirement that a single 
child receive health insurance coverage under 
the proposal. 

In terms of welfare, the Republican bill 
makes a group of Americans, who must rely 
on welfare to support their children, second
class citizens. These citizens, who must work 
off their benefits, will have no clear protections 
from sexual harassment or employment dis
crimination, and will be deprived of other cru
cial worker protections. There is no require
ment that workfare workers get the same ben
efits and working conditions as others working 
a similar length of time and doing the same 
type of work. This is simply not fair. 
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Additionally, the Republican bill restores SSI 

and Medicaid to 125,000 fewer legal immi
grants than the bipartisan budget agreement 
by the year 2007. The budget proposal would 
allow States to cut benefits to elderly, blind, 
and disabled Americans. 

I did not support the welfare reform bill that 
passed last Congress because it needlessly 
and cruelly throws over 1 million children into 
poverty, and I do not support the Republican 
proposals today. The Republican attempts to 
reform welfare will end in destitution and mis
ery for many innocent children. 

For these reasons, I urge my colleagues to 
vote against the spending portions of the 
Budget Reconciliation Act and to carefully 
scrutinize the Senate restructuring proposals 
as we move toward conference. 

Mrs. MORELLA. Mr. Speaker, I rise in sup
port of the Balanced Budget Act. This bill be
gins the process of implementing the historic 
balanced budget agreement between the 
President and Congress. While I will be work
ing to improve this bill, I urge my colleagues 
to vote for it and move the process forward. 
We cannot afford to lose this opportunity to 
bring the budget into balance. 

I am very pleased that this bill contains an 
amendment I offered in the Government Re
form and Oversight Committee to provide the 
legislative fix necessary to ensure that the 
Federal Employees Health Benefits Program 
continues to deliver high quality health care at 
reasonable costs well into the future. 

FEHBP is an outstanding program. It is the 
country's largest employer-based health insur
ance program, serving the health care needs 
of almost 10 million Federal employees, retir
ees, and their families. It enjoys high customer 
satisfaction-over 85 percent. In fact, when 
Congress considered health care reform in 
1994, FEHBP was touted as a model. 

Without the FEHBP provision contained in 
this legislation, however, FEHBP's success 
could come to a grinding halt. The "Big Six" 
formula that is currently used to compute the 
premiums for FEHBP expires in 1999. Seven 
years ago, one of the six plans used to com
pute the current formula, Aetna, dropped out. 
Since then, the Aetna proxy has been used in 
the calculation. Under current law set in OBRA 
1993, the formula is set to revert to a "Big 
Five" formula-without the Aetna proxy. This 
would cause employee premiums to rise, on 
average, $276 per year. Federal employees 
and retirees simply cannot absorb such huge 
increases, nor should they. 

Back in February, I requested OPM's tech
nical assistance to compute a new FEHBP for
mula. In a meeting in my office, OPM pre
sented a plan based on their actuarial analysis 
of FEHBP data. I made several changes, but 
we agreed on establishing a new formula that 
will be derived from taking a weighted average 
of all the plans and setting the maximum gov
ernment contribution at 72 percent. This new 
weighted average computation will ensure that 
Federal employee premiums do not rise. Thus 
the Government's share and employees' share 
will remain the same. 

This approach makes sense. It is fair, it is 
stable, and does not depend on carriers that 
may or may not drop out of the program. It will 
not result in distributional changes nor will it 
create winners and losers. CBO recognizes 

the problem caused by the "Big Six" formula's over 37 million seniors and has dramatically 
expiration and assumes that Congress will reduced poverty among our senior population. 
enact a legislative fix, keeping government Unless we make changes to ensure its sol
and employee contributions the same. CBO vency, however, it is in danger of going bank
estimates that this fix would actually save $28 rupt in just 4 short years. Growing at the rate 
million over 5 years. I want to thank my col- of 10 percent a year, Medicare is one of the 
leagues who helped ·me to move this amend- fastest growing programs in the budget. Ac
ment through the Government Reform and cording to the Medicare trustees, the Medicare 
Oversight Committee; Mr. MICA, Mr. DAVIS, Mr. part A Trust Fund will be bankrupt by 2001, 
CUMMINGS, Mr. BURTON and Mr. HOYER. This and it pays out $40 million more than it takes 
provision will make a critical difference in the in every day. One of the most important 
lives of the nearly 1 O million Federal employ- charges we face as a Congress is to preserve 
ees, retirees, and dependents covered by Medicare for today's seniors and for our future 
FEHBP. seniors. I thank my colleagues on the Ways 

This legislation's Civil Service provisions and Means and Commerce committees for re
save $4.762 billion, derived from increased sponsibly addressing Medicare's solvency cri
agency and employee contributions to retire- sis. By slowing its rate of growth and . offering 
ment. Over the last several years, Federal re- beneficiaries more choices, this legislation will 
tirees and employees have been asked to extend the life of the part A Trust Fund for 1 O 
bear a disproportionate share of deficit reduc- years. This legislation also offers beneficiaries 
tion, and I oppose deriving savings of $4.762 more consumer protections, particularly impor
billion from Federal employees. But despite tant as more and more seniors choose Medi
my strong protests, the Budget Committee as- care HMO's. 
signed the Committee on Government Reform I am pleased that the bill includes the provi
and Oversight a target of $4.762 billion in sav- sions of H.R. 1002, legislation to standardize 
ings. This target was derived from the Presi- Medicare coverage for bone density testing for 
dent's original budget, where he actually pro- the diagnosis and prevention of osteoporosis. 
posed to save $6.5 billion from Federal em- I am the sponsor of this bill, along with Con
ployees and retirees. Clearly, I am not pleased gresswoman NANCY JOHNSON, who cham
that the budget agreement has presented us pioned this bill in the Ways and Means Com
with such a dilemma, but to ignore the com- mittee, and Congresswomen NITA LOWEY and 
mittee's instructions would have been abdi- EDDIE BERNICE JOHNSON. I want to commend 
eating our responsibility to the Committee on · Ways and Means Health Subcommittee Chair
the Budget, which could have redistributed the man BILL THOMAS for his strong support; mem
cuts in a way that would inflict even more bers of the Health Subcommittee, many of 
pain. There is no easy way to get to $4.7 bil- whom were cosponsors and strong advocates, 
lion in savings, but the proposal ~greed upon and Commerce Subcommittee on Health and 
by the Government Reform and Oversight Environment Chairman MIKE BILIRAKIS, and 
Committee is the fairest. In the Civil Service members of the subcommittee who also 
Subcommittee, I helped to defeat an amend- worked on behalf of this provision. I also want 
ment that would have singled out one group of to thank the staff of both subcommittees and 
employees-CSRS emloyees-for increased their members for their hard work as well. 
employee contributions. The savings we are Osteoporosis is a major health problem af
approving today would increase agency con- fecting 28 million Americans, who either have 
tributions by 1.51 percent and would increase the disease or are at risk due to low bone 
employee contributions by .50 percent, phased mass; 80 percent are women. The disease 
in through 2002. These are not painless causes 1.5 million fractures annually at a cost 
spending cuts. Federal retirement contribu- of $13.8 billion-$38 million per day-in direct 
tions are paid out of agencies' salaries and medical expenses, and osteoporotic fractures 
expense accounts-accounts that are already cost the Medicare Program 3 percent of its 
constricted from past budget reductions. In- overall costs. In their lifetimes, one in two 
creasing agency contributions at this time will women and one in eight men over the age of 
further tighten agency accounts and could 50 will fracture a bone due to osteoporosis. A 
lead to further reductions-in-force or furloughs. woman's risk of a hip fracture is equal to her 
This increase amounts to an across-the-board combined risk of contracting breast, uterine, 
spending cut that will affect every agency and and ovarian cancer. 
program in the Federal Government. Osteoporosis is largely preventable and 

I am pleased, however, that this legislation thousands of fractures could be avoided if low 
does not delay Federal retiree COLA's. Presi- bone mass was detected early and treated. 
dent Clinton's original budget also contained a We now have drugs that promise to reduce 
three-month delay in Federal civilian retiree fractures by 50 percent. However, identifica
cost-of-living adjustments [COLA's] through tion of risk factors alone cannot predict how 
2002. The President's budget, however, would much bone a person has and how strong 
have subjected neither Social Security bene- bone is. Experts estimate that without bone 
ficiaries nor military retirees to this delay, im- density tests, up to 40 percent of women with 
posing an unfair burden on only one group of low bone mass could be missed. 
retirees. I am very pleased that there will be Unfortunately, Medicare's coverage of bone 
no COLA delay-and that the savings coming density tests is inconsistent. Instead of na
from the proposed delay were dropped. Fur- tional coverage of scientifically approved types 
thermore, as the sponsor of the resolution of bone density tests, Medicare leaves deci
against COLA delays, House Concurrent Res- sions to local Medicare insurance carriers. The 
elution 13, I am pleased that 250 Members definition of who is qualified to receive a bone 
are now on record in opposition to COLA mass measurement varies from carrier to car
delays. rier. Some carriers require beneficiaries to 

Medicare is among our most important Fed- have suffered substantial bone loss before al
eral programs. It provides health insurance for lowing coverage for a bone density test. For 
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example, in about 20 States, the carriers re
quire x ray proof of low bone mass or other 
abnormalities. Unfortunately, standard x ray 
tests do not reveal osteoporosis until 25 to 40 
percent of bone mass has been lost. 

One carrier allows a premenopausal woman 
to have a DXA test to determine whether hor
mone replacement therapy [HAT] is indicated. 
However, it does not allow the test to deter
mine treatment for the postmenopausal 
women-the majority of Medicare bene
ficiaries. Other carriers have no specific rules 
to guide reimbursement and cover the tests on 
a haphazard case-by-case basis. 

Inconsistency of bone mass measurement 
coverage policy is confusing and unfair to 
beneficiaries. The provisions embodying H.R. 
1002 included in this bill will eliminate the con
fusion and standardize Medicare's coverage of 
bone mass measurement tests in order to 
avoid some of the 1.5 million fractures caused 
annually by osteoporosis. 

I also commend Ways and Means Sub
committee on Health Chairman BILL THOMAS, 
Congressman BEN CARDIN, and Commerce 
Health Subcommittee Chairman BILIRAKIS for 
their sponsorship of H.R. 15, the Medicare 
preventive package in the bill providing for ex
panded coverage of mammography screening, 
pap smears, and pelvic exams, prostate and 
colorectal screening, and diabetes screening. I 
am pleased to be a cosponsor of H.R. 15, and 
I believe this expansion of preventive benefits 
will improve the detection and early treatment 
of these diseases. I also congratulate Con
gresswoman BARBARA KENNELL y and Con
gresswoman ELIZABETH FURSE, among others, 
with whom I have worked to expand coverage 
for mammography and diabetes screening. 

I urge my colleagues to vote for the Bal
anced Budget Act. This bill combines the work 
of a number of committees, and implements 
the critical spending provisions of the bal
anced budget agreement. Without approval of 
this portion of the agreement, there will be no 
balanced budget. I am confident that further 
changes can be made in conference to im
prove the bill and gain the approval of a solid 
majority of Members and the President. 

Mr. DEUTSCH. Mr. Speaker, I have been a 
longtime supporter of a balanced budget and 
I voted in support of the balanced budget 
agreement, but I cannot vote for H.R. 2015 
because it veers too far from the agreement 
·and includes some major policy changes that 
I cannot support. 

One of the most important goals behind this 
legislation is to ensure the long-term solvency 
of the Medicare Program by containing the 
growth of program costs. One of the most suc
cessful ways we can do this, and have been 
doing this, is through managed care. However, 
Medicare managed care providers have been 
unfairly and dangerously targeted in this bill. 
The reality is that seniors join HMO's and are 
happy with their HMO's because these health 
plans provide seniors with extra benefits- like 
coverage of prescription drugs-that they 
would otherwise have to purchase Medigap 
supplemental insurance to cover. By radically 
reducing Medicare managed care payment 
rates, this bill will force Medicare HMO's to cut 
back services and limit the options available to 
seniors who might consider enrolling in 
HMO's. This is a horrible strategy for modern
izing the Medicare Program. 

This bill also cuts payment rates for critical 
services like home oxygen and assisted iiving 
devices, but it is these very home services 
that help seniors to stay out of hospitals and 
nursing homes. This is clearly inconsistent 
with a budget that seeks to control health care 
costs in the long run. 

This bill also adds $2 billion in Medicare 
costs by adding medical savings accounts to 
the program. I supported the demonstration 
project for MSA's in the private market, but I 
do not think it is right for the Medicare Pro
gram. Instead of simply paying for the services 
that beneficiaries actually use, Medicare 
MSA's will pay healthy seniors when they do 
not use services. CBO has estimated that this 
will increase Medicare costs by $2 billion over 
5 years. Why are we adding unnecessary 
costs like this when we are making such sig
nificant cuts to the program and increasing 
costs to beneficiaries? 

This bill also makes the mistake of repealing 
quality assurances like the Boren amendment 
that have been put in place to protect seniors 
from the nursing home horrors that we saw 
before the Boren amendment was in place. It 
is just not necessary to lessen the quality of 
these programs to be cost-effective. 

And then there's medical malpractice re
form. Under this legislation, medical mal
practice liability-in State and Federal 
courts-would limit noneconomic damages to 
$250,000. That means that retirees, home
makers, and the disabled who would not be 
able to demonstrate future economic loss 
would be capped at $250,000 in noneconomic 
damages no matter how grievous the injury is 
that they have suffered. Something as impor
tant as medical malpractice reform should not 
be tucked into this bill without complete hear
ings that would permit the public to express 
their views on medical malpractice reform. 

I am very hopeful that these and other seri
ous problems with this bill can be remedied in 
conference. I certainly support many of the 
provisions in this bill that I think will improve 
the Medicare Program, like the inclusion of 
preventive services such as mammography 
screening and colorectal cancer screening, 
and the expansion of beneficiary choice by 
adding options like provider sponsored net
works to the program. But I cannot support the 
bill as it now stands when many of these pro
visions will actually hurt the very seniors these 
programs were designed to protect. 

Mr. CONYERS. Mr. Speaker, I would like to 
bring to the Members' attention the provisions 
in the bill which would for the first time ever 
federalize the medical malpractice system. 
The proposals represent the most radical and 
one-sided liability limitations that have ever 
been considered by this legislative body. And 
why shouldn't they be-they were written by 
the AMA as part of a back room deal to obtain 
their support for Republican agenda, including 
their support for the proposed partial birth 
abortion ban. 

The $250,000 cap on pain and is perhaps 
the most inequitable provision in the entire bill. 
Although harder to scientifically measure, non
economic damages compensate real victims 
for real losses- including loss of sight, dis
figurement, inability to bear children, inconti
nence, inability to feed or bathe oneself, or 
loss of a limb-that are simply not accounted 

for by lost wages or medical bills. This means 
that a woman or child facing excruciating pain 
and suffering for the rest of their life as a re
sult of medical malpractice would have their 
right to compensation capped, but a CEO who 
couldn't perform his job because of the same 
exact injury would face no such cap. 

The draconian new limitations on punitive 
damages will also penalize victims and protect 
wrongdoers. Under the Republican proposal, a 
doctor who fell asleep in the operating room or 
operated on the wrong patient could be com
pletely insulated from punitive damages. The 
language goes so far as to cap the liability of 
a doctor who rapes his patient. Very often, pu
nitive damages are the only way to truly deter 
such outrageous conduct, but this bill protects 
such people. 

The new statute of limitations provision pro
hibits all victims from bringing any legal action 
more than 5 years after the negligence first 
occurred. It takes absolutely no account of the 
fact that many injuries caused by medical mal
practice or faulty drugs take years or even 
decades to manifest themselves. Yet under 
the proposal , a patient who is negligently in
flicted with HIV-infected blood and develops 
AIDS 6 years later would be forever barred 
from filing a medical malpractice or product li
ability claim. 

The so-called periodic payment provisions 
are also blatantly antivictim. The bill would 
allow hospitals teetering on the verge of bank
ruptcy to delay and then completely avoid fu
ture financial obligations. And wrongdoers 
would have no obligation to pay any interest 
on any amount they owe to their victims. 

The bill goes on and on, limiting injured vic
tim's State law rights while protecting the most 
blatant possible malpractice one can imagine. 
The proponents of these measures couldn't 
care in the least how they effect the rights of 
the American people or the quality of medical 
care in this country- that's why they decided 
they didn't need to waste any time with com
mittee markup or process. 

A section-by-section itemization of my con
cerns regarding the medical malpractice provi
sions follows: 

A. Statu te of Limitations-Prohibits vic
tims from bringing any state healt h care li
ability action more than two years after an 
injury is discovered or five years after t he 
negligent conduct that caused the injury 
first occurred. Such a proposed new federal 
statute of limitations takes no account of 
the fact t hat many injuries caused by med
ical malpractice or fau lty drugs oft en take 
years to manifest t hemselves. Thus under 
the proposal, a patient who is negligently in
flicted with HIV-infected blood and develops 
AIDs six years later would be forever barred 
from filing a medical malpractice or product 
liability claim. 

B. $250,000 Cap on Non-econom ic Dam
ages-Caps the award of non-economic dam
ages in medical malpractice actions at 
$250,000. The bulk of data indicates that dol
lar caps do not provide significant savings. 
Using information derived from a 1992 GAO 
study, the ABA's Special Commi ttee on Med
ical P rofessional Liabili ty found that state 
tort reform proposals " have not had any 
measurable impact on overall healt h [care] 
costs" and t hat personal health care spend
ing had doubled between 1982 and 1990, re
gardless of the type of "reforms" adopted. A 
1986 GAO study on t he impact of specific tort 
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changes on medical malpractice claims re
vealed that claims and insurance costs con
tinue to rise despite state-adopted limits on 
victim compensation. 

Even the total elimination of malpractice 
costs would provide only negligible savings 
to the health care system. According to sep
arate reviews by the U.S. Department of 
Health and Human Services and CBO, the 
total amount of all liability premiums paid 
in the United States represents less than 1 % 
of the Nation's health care costs. And fac
toring in the costs of so-called "defensive 
medicine" would not result in any signifi
cant additional savings to the health care 
system, according to both the CBO and the 
Congressional Office of Technology Assess
ment. 

An additional concern with caps on non
economic damages is that they could un
fairly penalize those victims who suffer the 
most severe injury and are most in need of 
financial security. Although harder to sci
entifically measure, non-economic damages 
compensate victims for real losses-such as 
loss of sight, disfigurement, inability to bear 
children, incontinence, inability to feed or 
bathe oneself, or loss of a limb-that are not 
accounted for in lost wages. And non-eco
nomic damage caps have been found to have 
a disproportionately negative impact on 
women, minorities, the poor, the young, and 
the unemployed; since they generally have 
less wages, a greater proportion of their 
losses is non-economic. 

C. Joint and Several Liability- Eliminates 
the state doctrine of joint and several liabil
ity for non-economic damages. This will 
allow wrongdoers to profit at the expense of 
innocent victims, rather than forcing 
tortfeasors to allocate liability among them
selves, as has traditionally been the case 
under state law. And since women, minori
ties, and the poor generally earn less wages, 
such limitations on non-economic damages 
could have a disproportionately negative im
pact on these groups. 

D. Limits on Punitive Damages-Caps pu
nitive damage awards at the greater of 
$250,000 or three· times economic damages; 
limit the state law standard for the award of 
punitive damages to intentional or "con
sciously indifferent" conduct; allow a bifur
cated proceeding to determine issues relat
ing to punitive damages; and completely ban 
punitive damages in the case of drugs or 
other devices that have been approved by the 
FDA or any other drug " generally recognized 
as safe and effective" pursuant to FDA-es
tablished conditions. 

These proposed limitations raise a number 
of concerns. Arbitrary caps on punitive dam
ages may provide unjustified windfalls to the 
few tortfeasons responsible for blatant and 
wanton medical misconduct. (In fact, studies 
have shown that only 265 medical mal
practice punitive awards were awarded in the 
United States in the 30 years between 1963 
and 1993.) By insulating grossly negligent 
conduct, the proposed new federal standard 
for establishing punitive damages comes 
close to criminalizing tort law. Permitting 
defendants to bifurcate proceedings con
cerning the award of punitive damages may 
well lead to far more costly and time-con
suming proceedings, again working to the 
disadvantage of injured victims. And ban
ning punitive damages for FDA-approved 
products is likely to have a disproportionate 
impact on women, since they make up the 
largest class of victims of medical products. 

E. Periodic Payments-Grants wrongdoers 
the option of paying damage awards in ex
cess of $50,000 on a periodic basis. This provi-

sion would apply not only to future eco
nomic clamages realized over time, such as 
lost wages, but to non-economic losses, like 
the loss of a limb, that are realized all at 
once. Also, in contrast to many state law 
periodic payment provisions, the Republican 
proposal does not seek to protect the victim 
from the risk of nonpayment resulting from 
future insolvency by the wrongdoer or to 
specify that future payments should be in
creased to account for inflation or to reflect 
change circumstances. 

F. Collateral Source and Subrogation-In 
most states under the collateral source rule. 
a victim is able to obtain compensation for 
the full amount of damages incurred, and his 
or her health insurance provider is able to 
seek subrogation in respect of its own pay
ments to the victim. This ensures that the 
true cost of damages lies with the wrongdoer 
while eliminating the possibility of double 
recovery by the victim. The Republican pro
posal would turn this system on its head by 
allowing tortfeasons to introduce evidence of 
potential collateral payments owing from 
the insurer to the victim. This could have 
the effect of shifting costs from negligent 
doctors to the heal th insurance system in 
general and taxpayers in particular, result
ing in increased health premiums paid by 
workers and businesses. 

Another problematic feature of Republican 
malpractice proposals has been their one
sided, anti-victim nature. For example, their 
proposal allows States to enact more restric
tive caps and damage limitations, but not 
permit the states freedom to grant victims 
any grea ter legal rights. Their proposals also 
ignore a number of complex legal issues. For 
example , in the state law context, various 
damage caps have been held to violate state 
constitutional guarantees relating to equal 
protection. due process, and rights of trial by 
jury antl access to the courts; and these very 
same concerns are likely to be present at the 
federal level. And by layering a system of 
federal rules on top of a two-century old sys
tem of state common law, the Republican 
proposals will inevitably lead to confusing 
conflicts, not only within the federal and 
state courts, but between federal and state 
courts. 

Finally, I would like to note several other 
concerns I have with the legislation relating to 
judiciary's jurisdiction concerning civil rights 
and immigration. I am strongly opposed to 
provisions from the Economic and Educational 
Opportunities Committee print and the Ways 
and Means Committee print providing that par
ticipants in the workfare program will not be 
considered employees for purposes of Federal 
law. As a result, these workers may not be 
covered under many laws that have helped 
working people over the years, including title 
VII of the Civil Rights Act of 1964 and other 
laws designed to protect working people from 
unsafe workplaces, racial and sexual harass
ment, and unfair wages. 

It is wrong and patently unfair to require 
people to go to work and at the same time, 
deny them legal protections against discrimi
nation. Title VII provides for a broad set of 
remedies for employees that are discriminated 
against on thesis of race. color, religion, sex 
or national origin. Unless this provision is 
fixed, it could make former welfare recipients 
second class citizens and punish people who 
leave welfare by taking away their basic, fun
damental rights. 

The legislation also continues to restrict So
cial Security income and Medicaid eligibility to 

those immigrants who were receiving such 
benefits as of August 22, 1996. This is a bla
tant violation of, and retreat from the bipar
tisan budget agreement which had promised 
to restore these benefits to legal residents 
who subsequently become disabled. Legal 
residents pay taxes and contribute to our soci
ety in the same way citizens do, and there is 
no moral justification for excluding them from 
our Nation's safety net. 

I urge the Members to join me in opposing 
this legislation. 

Mrs. JOHNSON of Connecticut. Mr. Speak
er, I rise today with concern about the reduc
tions made in this legislation for Medicaid dis
proportionate share hospital [DSH] funding. 
The reductions made to DSH funding in this 
legislation will have a dramatic effect on Med
icaid funding going to Connecticut, and 12 
other States in similar situations: Alabama, 
Colorado, Kansas. Louisiana, Maine, Missouri, 
Nevada, New Hampshire, New Jersey, South 
Carolina, Tennessee, and Texas. My home 
State of Connecticut is a high-DSH State, 
meaning that we have a number of low-in
come people who lack health insurance use 
Federal and State Medicaid funding to assist 
our hospitals that treat. Connecticut is acting 
responsibly by using available Federal funds 
to address the problem of people lacking 
health insurance. The DSH program is an inte
gral part of Connecticut's overall Medicaid 
Program, involving over $400 million in com
bined Federal and State funding. 

The DSH formula in this legislation is unfair 
and disproportionately impacts a handful of 
states, including Connecticut, who have in
vested in DSH programs. These States are le
gitimately accessing funds through the Med
icaid Program. which is designed to enhance 
the health care coverage of low-income peo
ple. We must recognize that DSH is not sepa
rate from Medicaid, but a critical component of 
providing quality health care to those who can
not otherwise afford it. During the fiscal year, 
Connecticut is receiving $204 million in DSH 
funding from the Federal Government. Under 
this proposal, DSH funding would drop dra
matically by 40 percent over the next 5 years, 
with the most dramatic decreases in the out 
years, going from $204 million to $123 million 
by 2002. A reduction of this magnitude would 
likely force States to drastically reduce their 
commitment to helping hospitals treat the un
insured, and this at a time when I and many 
colleagues believe Congress must ensure ac
cess to affordable health insurance for the un
insured. 

I am very pleased that Budget Committee 
Chairman KASICH has expressed a commit
ment today to look at the DSH formula more 
closely as the bill moves into the conference 
committee process. Any cuts in the DSH pro
gram must be imposed equitably on all States, 
regardless of their percentage of DSH spend
ing. 

Mr. GREEN. Mr. Speaker, I strongly oppose 
the inclusion of provisions authorizing private 
companies to determine eligibility and to verify 
income for the Medicaid and Food Stamp Pro
grams. These items have nothing to do with 
the Federal budget, except to potentially make 
it worse in the years ahead. and it represents 
a significant policy change with broad-ranging 
implications. 
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These public policy changes deserve exten

sive debate based on the actual merits and 
risks-not on inflated claims and misinforma
tion. We need to spend real time considering 
the implications of allowing private, for-profit 
companies to determine who is or is not eligi
ble for services under Medicaid and food 
stamps. 

There are no assurances in these provisions 
that the contractors will be required to comply 
with the most basic requirements and proce
dures which public agencies routinely follow, 
especially those relating to accountability of 
funds. Recent privatization arrangements indi
cate that private contractors do not believe 
they have a comply with procedures taken for 
granted in the public sector. For example, the 
private industry in Philadelphia had to be sued 
several years ago in order to get information 
about its federally funded training and job 
placement activities. Similarly, the private one
stop centers in Massachusetts have failed to 
provide any placement information necessary 
to measure their effectiveness. 

The privatization provisions make no assur
ances of any actual savings or efficiencies. 
Experience suggests that the opposite could 
occur under privatization. In the case of Cali
fornia, Lockheed Martin Information Manage
ment Services promised to build an automated 
child-support enforcement system by 1995. 
The total price promised was $99 million. 

Today, its $304 million, with major cost 
overruns. A consulting firm recently told State 
officials that it found 1 ,400 errors caused by 
Lockheed Martin, and a recent legislative re
port said that there is no guarantee that the 
system will ever work statewide. 

The most amazing feature of these provi
sions is that while responsibility for administra
tion of the Medicaid and Food Stamp Pro
grams can be privatized, the amendment has 
insured that legal liability for constitutional torts 
remains with the state. It does this by includ
ing the following: "For purposed of any Fed
eral law, such determination shall be consid
ered to be made by the State and by a State 
agency." 

The legal effect of this sentence is two-fold. 
First, it permits a private company to make a 
binding legal determination as to who is eligi
ble for benefits and who is not. Historically, 
only government officials have granted or de
nied public welfare benefits to needy citizens. 
The second effect is that for the purpose of 
Federal laws protecting civil rights, the deter
minations made by private contractors shall be 
considered to be made by the State. In short, 
the State will remain liable for constitutional 
torts even if they are committed by private 
contractors. 

This policy will greatly benefit the private 
contractors who will have an asset rich co
defendant. It is only the States-who will re
tain liability while surrendering control-that 
will suffer. If these provisions are enacted, it 
will be appropriate to call if the Unfunded 
Mandate Act of 1997. The States will be left 
holding the bag for the mistakes made by the 
private entities. 

There are no compelling reasons to go for
ward with wholesale privatization of the Med
icaid and food stamp eligibility systems. In 
fact, we have not heard how access to serv
ices will be improved. And the public policy 

concerns, in particular public accountability, 
client privacy and the role of profit-making in 
serving the needy are overwhelming. 

If we move forward with this idea, we will be 
neglecting our duty to our constituents to en
sure the proper administration of the Medicaid 
and Food Stamps Programs. Substantial 
modifications to these programs deserve the 
full consideration of the Congress and should 
move through the regular legislative process. 
Privatization has nothing to do with balancing 
the budget and could place the agreement in 
jeopardy. In fact, the Office of Management 
and Budget has indicated its opposition to 
these provisions in a letter to the Rules Com
mittee. 

If you liked $100 hammers and $600 toilet 
seats, then you will like wholesale Medicaid 
and food stamp privatization. However, if you 
believe in public accountability of public funds, 
and providing care for our most vulnerable, 
then you will help me oppose these provi
sions. 

Mr. GOODLING. Mr. Speaker, I rise in sup
port of the Balanced Budget Act of 1997. This 
bill fulfills our promise to the American people: 
To balance the budget and make the Federal 
Government live within its means for the first 
time in over 30 years. 

This bill puts into effect the bipartisan budg
et agreement negotiated last month. It proves 
that Congress and the administration can work 
together to find solutions that make sense. 

The provisions marked up by the Committee 
on Education and the Workforce, which I 
chair, helps more people move from welfare 
into the work force; protects student loan pro
grams, and helps millions of uninsured work
ers provide health insurance coverage to their 
families. 

Mr. Speaker, consistent with the Budget 
Agreement, the bill before us today provides 
$3 billion of new funds to assist long-term wel
fare recipients into work. 

Included under this part are provisions 
which ensure these funds will be directed 
through existing State and local employment 
and training systems as opposed to being 
used to establish a duplicative delivery sys
tem. This ensures that welfare to work pro
grams will be part of local employment net
works that include the private sector, elected 
officials, and local welfare agencies. 

In addition, we have ensured that a vast 
majority of these welfare-to-work funds will be 
highly targeted to those areas with the highest 
concentration of long-term welfare recipients
allowing States and localities to make the best 
decisions on how best to assist these recipi
ents into meaningful employment. 

Let me also mention here the related labor 
provisions that are included as part of this wel
fare-to-work funding, because I can predict 
that we are going to continue to hear a lot of 
exaggerations and misstatements about what 
the bill actually says. 

The bill has several important labor provi
sions. First, we apply Federal or State health 
and safety standards to any welfare recipient 
who is working with an employee who is cov
ered by those standards. Second, we extend 
nondiscrimination laws to all participants in 
welfare-to-work activities; and third, we add 
provisions consistent with the administration 
with respect to providing minimum wage for 

workfare participants. Let me also clarify that 
if welfare recipients are hired as employees by 
a public or private employer, they are covered 
by the labor laws just as any other em
ployee-including the minimum wage law. 

Let's not lose sight of the reason for all of 
this: Welfare reform is premised largely on the 
belief that work is good, that even if one can
not be immediately employed that there are a 
lot of needs in our communities that people 
who receive welfare benefits can help attend 
to, and doing so helps both them and their 
communities. 

It is clear what many on the other side of 
the aisle really want to do-end workfare as 
we know it. They didn't like it in 1988 welfare 
reform, they didn't like it under welfare reform 
last year, and they are trying again to kill it as 
part of the budget agreement. 

Mr. Speaker, welfare reform is working be
cause workfare is working-let's not stop suc
cess. 

Mr. Speaker, let me briefly mention that this 
bill also helps ensure that students will con
tinue to have access to funds for postsec
ondary education. The provisions we included 
will protect the student loan programs by mak
ing changes in the administration of both the 
guaranteed and the direct lending programs 
so that both will operate more efficiently. 

Finally, Mr. $peaker, one· other key compo
nent of our committee's budget reconciliation 
package is the legislation to expand health in
surance coverage, through association health 
plans, to millions of employees of small busi
nesses and the self-employed. By including in 
reconciliation the provisions of the Expanded 
Portability and Health Insurance Coverage Act 
of 1997, [EPHIC], we will empower millions of 
workers, their spouses and children to obtain 
more affordable health insurance through mar
ket-based reforms. 

We are enabling small businesses to extend 
health care coverage to millions of American 
families who have no coverage at all today 
and are creating greater portability of cov
erage for many of those who already do. 

EPHIC is consistent with the budget agree
ment, since it will expand health coverage to 
children at no additional Federal cost and give 
States more affordable coverage options to 
expand children's coverage under the $16 bil
lion block grant in the bill. 

The problem of the uninsured, both children 
and adults, is predominantly a problem of 
small businesses lacking access to affordable 
coverage. Over 80 percent of the 40 million 
uninsured are in families with at least 1 em
ployed worker, the vast majority of whom are 
employed by small businesses or are self-em
ployed. Small business experts testified, both 
last Congress and again at a hearing on 
EPHIC in May, that 20 million Americans who 
now lack coverage might gain it under the 
pools created by this bill. Moreover, over 80 
percent of all uninsured children are in families 
with working parents. 

Small businesses pay substantially more for 
insurance than do large corporations-that is 
why many cannot afford to offer coverage to 
their workers, even though they want to. 
EPHIC would expand the advantages that 
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larger employers now enjoy to small- and me
dium-size employers by allowing such busi
nesses to pool together, thus expanding cov
erage through the private market-without 
new taxes or costly mandates. 

Mr. Speaker, I am confident that this bill will 
help more Americans achieve the American 
Dream by taking the first steps toward bal
ancing our Federal budget and I urge my col
leagues to join me in supporting it. 

Mr. HOBSON. Mr. Speaker, I rise today to 
urge my colleagues to vote for the Balanced 
Budget Act. 

This bill today is where the rubber meets 
the road. We promised to balance the budget, 
we reached an agreement with the White 
House to do it, and now that agreement is 
being enacted with this legislation. 

This budget achieves a Federal spending 
level below 20 percent of GDP for the first 
time since 197 4. It slows the growth of all 
Federal spending to just 3 percent for the next 
5 years-that's a savings of $289 billion. 

We also promised to save Medicare from 
bankruptcy and expand health care options for 
seniors, and we're doing that with this legisla
tion. 

Though I'm sure there might be some who 
disagree with small portions of this legislation, 
after all it is a very large bill, but we worked 
together across the aisle to get it done. This 
demonstrates that Congress and the adminis
tration can work together constructively-as 
they should-to solve problems. 

There's one group of people that is getting 
everything it wants from this bill, and that's the 
generation of Americans who will take the 
mantle of leadership in the years to come. 

Without the fundamental changes to Medi
care and entitlement programs that we're en
acting here, none of these valuable programs 
will be around for the next generation to enjoy. 
By acting now with this bill to save Medicare 
from bankruptcy and rein in the out-of-control 
costs of Medicaid, the next generation will in
herit functioning, solvent programs and a na
tional economy that is thriving and secure. 
That's the legacy I intend on leaving to my 
children, and it's the legacy the American peo
ple want us to leave to their children also. This 
bill makes it possible. 

Join me today in standing up for responsible 
spending, for seniors, for our children and 
grandchildren's future, and voting to approve 
the Balanced Budget Act. 

Mr. PACKARD. Mr. Speaker, I rise today in 
support of an issue that is of importance to 
families and workers across the nation-the 
Balanced Budget Act. Our budget proposal 
would give Americans the first balanced budg
et in 30 years, while providing tax relief for 
American families and shifting power, money 
and influence out of Washington and back to 
Americans at home. 

Passage of the Balanced Budget Act will be 
a great victory for the American people. It will 
show the American people that we are on tar
get and committed to balancing the budget by 
2002. Budgets are about much more than 
numbers. They are about priorities and peo
ple. This budget is about replacing Wash
ington values with real America's values. Peo
ple know that one-size-fits all policies from 
Washington don't work. Our budget returns 
power back home where people know how to 
solve their problems best. 

Furthermore, this budget proposal address
es the real concerns Americans have about 
stagnant wages and job security through tax 
relief and policies that will increase savings 
and investment. Greater savings and invest
ment will provide our workers with the high
tech tools they need to compete successfully 
in the global marketplace-and that means 
more jobs and better pay. 

By preparing our country to meet the chal
lenges of the next century, our budget ensures 
that the American Dream-that our children 
will enjoy a future with more and better oppor
tunities than we now enjoy-will live on for 
generations to come. 

Mr. PAUL. Mr. Speaker, I rise today in op
position to the Balanced Budget Act (H.R. 
2015), authorizing the expenditure of an addi
tional $3 billion in taxpayer dollars on "Welfare 
to Work" programs as the Federal Govern
ment has no constitutional authority to spend 
taxpayer dollars on welfare-to-work programs. 

Congress is once again engaging in the 
tired ritual of the 5-year balanced budget plan. 
Repeatedly over the past 25 years there have 
been lofty proclamations that the budget would 
be balanced in 5 years because of govern
ment forecasts of continued growth. Each 5 
year plan was announced with great fanfare 
and happy feelings of bipartisanship, yet, each 
plan fails to balance the budget because the 
economic forecasting upon which they were 
based never reflect actual economic cir
cumstances. 

.The Federal Government cannot predict ex
actly how the economy-the aggregate spend
ing and saving habits of every individual in the 
nation-will behave over the course of the 
next 5 years. Because the economic situation 
in the future will be based upon the actions of 
individuals acting on their subjective pref
erences, these preferences are impossible to 
predict. The failure of every socialist govern
ment, whether totalitarian or democratic, to ful
fill its leaders' promises of unlimited economic 
prosperity demonstrates the futility of govern
ment planning based upon the economic fore
casts of government officials. 

It is, however, only a matter of time before 
the burden of taxes, spending, debt, and infla
tion catapult America's economy into yet an
other recession. When the optimistic projects 
of growth prove to be based more in hope 
than reality, the budget figures will be "re
vised" and a future Congress will once again 
confront the questions of balancing the budg
et. 

Even if the budget being considered by this 
Congress were guaranteed to balance the 
budget within 5 years, it should still be re
jected because it fails to eliminate even one 
unconstitutional function of the Federal Gov
ernment. Despite proclamations that "the era 
of Big Government is over", this budget actu
ally increases taxpayer spending for many un
constitutional programs. The main problem 
with government policy today is not that the 
government cannot balance its books, but that 
the Federal Government is performing too 
many functions for which it lacks any constitu
tional authority. 

Mr. Speaker, the authorization of an addi
tional three billion dollars for a welfare-to-work 
program, is a perfect example of how the 
budget proposal fails to address the basic 

question of how the welfare state exceeds the 
constitutional limitations on the power of the 
Federal Government. Under the tenth amend
ment to the United States Constitution, the 
Federal Government has no authority to take 
money from the people of Texas to spend on 
welfare programs for the people of New York. 
Welfare and job training programs are strictly 
the province of the individual States. 

The reconciliation proposal not only uncon
stitutionally spends Federal taxpayer funds on 
welfare programs, it dictates to the States how 
they must run their welfare-to-work programs. 
For example, States are required to spend 1 
dollar of their own money for every 3 dollars 
of Federal money they receive, and they must 
distribute the funds according to a pre-deter
mined Federal formula. 

Short of defunding all welfare programs and 
transferring responsibility for those programs 
back to the States and the people, Congress 
should provide maximum flexibility to the 
States to manage these programs as State of
ficials see fit. For example, the amendment of
fered and later withdrawn by Mr. JOHNSON to 
allow State governments to use nongovern
mental personnel in the determination of eligi
bility under the Medicaid, Food Stamp, and 
special supplemental nutrition programs for 
Women, Infants, and Children, is a step to
ward restoring federalism in welfare policy. It 
is not for Washington to determine the 
strengths and weaknesses of such a plan, 
these decisions are solely the responsibility of 
the States. 

In the name of transferring citizens from 
welfare to work, this bill provides millions of 
taxpayer dollars to move businesses onto the 
welfare rolls. Under this proposal, State gov
ernments may hand over taxpayer dollars to 
businesses for private sector job creation, em
ployment, wage subsidies, on-the-job training, 
contacts with job placement companies, and 
job vouchers. By providing payments to pri
vate businesses who place and hire welfare 
recipients, Congress is creating a dangerous 
and powerful new constituency for welfare pro
grams and, in effect, making it more difficult 
for future Congresses to reduce welfare ex
penditures. 

The welfare-to-work proposal also creates 
powerful disincentives for businesses to give 
welfare recipients a chance at a new life 
through an entry-level job. If this proposal be
comes law, welfare recipients in entry-level 
jobs will be entitled to receive the minimum 
wage and be covered by certain health and 
safety regulations. Because mandating wages 
and benefits increases the costs to businesses 
of hiring new workers, any wage, safety, or 
health regulations discourage the hiring of new 
employees. This is especially true in the case 
of marginal employees who lack well-devel
oped job skills. This bill restricts welfare recipi
ents' ability to find gainful employment; the 
very population this bill is allegedly targeted to 
benefit. 

It is time to return to the most effective job 
creation machine in history-the free market. 
Any alternative necessarily results in sub
optimal employment. Government is institu
tionally incapable of creating bonafide jobs. 
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Private citizens acting freely are more than ca
pable of caring for the needs of the less fortu
nate if the Federal Government stops appro
priating so many of their resources for waste
ful , bureaucratic, federal programs. 

In conclusion, Mr. Speaker, I urge Congress 
to reject the phony balanced budget plan be
fore us today as that plan rests on two dubi
ous notions: 1 . Government can predict the 
economic future of the country ; 2. The burden 
of taxes and spending placed on the economy 
by government will not cause America to ex
perience an economic downturn. 

Furthermore, this proposal continues the 
Federal Government's unconstitutional micro
managing of State welfare programs. This bill 
extends corporate welfare in the form of sub
sidies to businesses which hire current welfare 
recipients thus creating a new client group for 
the welfare State. 

Mr. Speaker, the only way to permanently 
balance the budget and end welfare as we 
know it is to cease all federal expenditures for 
redistributionist programs not authorized under 
the United States Constitution. Therefore, all 
Members of the House of Representatives sin
cerely committed to limited government must 
oppose this proposal and instead work to 
defund all unconstitutional programs and re
turn the authority for welfare programs to 
those best able to manage them. 

Mr. EVERETT. Mr. Speaker, While I support 
the vast majority of the provisions of this legis
lation to implement the balanced budget 
agreement, I must express my strong opposi
tion to the dramatic cuts in the Medicaid Dis
proportionate Share Program (DSH) as rec
ommended by the Commerce Committee. 

Mr. Speaker, this provision proposes a 40 
percent cut in DSH payments to 13 so-called 
"high DSH" States. This drastic cut unfairly 
and punitively targets Alabama and 12 other 
States with unfortunately high levels of 
women, children, elderly, disabled and indi
gent living in poverty. Simply put, a 40 percent 
reduction in DSH payments over 5 years will 
cause irreparable harm to Alabama's safety 
net hospitals, major urban teaching institutions 
and rural hospitals throughout the State. 
These hospitals, to a one, meet the highest 
standards of quality, access and compassion 
year after year. 

Mr. Speaker, we have a responsibility to ad
dress and fulfill the health care needs of our 
large number of Medicaid and indigent pa
tients. Governor Fob James and the Alabama 
Medicaid Commission are actively seeking 
savings, program improvements and increased 
state participation. While other provisions con
tained in HR 2015 would assist their efforts, 
the DSH reductions would devastate the Ala
bama Medicaid Program and endanger the 
health and well-being of Alabama's poor, el
derly and disabled, who suffer enough living in 
poverty. 

Mr. Speaker, I understand that the motion to 
recomit may address this matter, but I do not 
believe the motion is an appropriate avenue 
for resolution. The Leadership is aware of my 
concerns and has agreed to revisit this issue 
in conference. Hopefully, an agreement will be 
reached to change the formula to reflect a rea
sonable and compassionate funding allocation 
within the bonds of the budget plan. 

Mr. KLECZKA. Mr. Speaker, included in this 
budget package is a provision which severely 

threatens every American who seeks medical 
treatment. Under the Ways and Means Medi
care Title we are considering today, non
economic damages in medical malpractice 
suits will be limited to $250,000 per case-re
gardless of the number of persons or the num
ber of actions brought. This, Mr. Speaker, is a 
terrible mistake. 

Mr. Speaker, we simply cannot afford to 
weaken our current medical malpractice laws. 
In this age of managed care, the financial in
centives of medicine have been completely 
turned around. In today's managed care world , 
doctors make more money by "managing 
care", by not practicing good medicine, by not 
ordering tests, by not doing surgeries. 

The Republicans argue that the threat of 
malpractice suits is driving up medical costs 
unnecessarily. They argue that physicians are 
being forced to practice defensive medicine
forced to order additional unnecessary tests 
and procedures to cover themselves in case 
they might be sued. Mr. Speaker, this simply 
is not the case. In fact , a study conducted by 
the Office of Technology Assessment con
cluded that less than 8 percent of all diag
nostic procedures are likely to be caused by 
conscious concern about malpractice. 

The Office of Technology Assessment and 
the Congressional Budget Office who have 
thoroughly studied this issue have never found 
any evidence that defensive medicine is a sig
nificant health care cost. In fact, many times 
this so-called defensive medicine is, in reality, 
medically appropriate. Even the most liberal 
estimate of the cost of defensive medicine 
amounts to only 0.07 percent of total annual 
health care costs. 

Furthermore, Mr. Speaker, a Harvard Uni
versity Study indicated that of the 40 million 
hospital admission each year, 400,000 pa
tients or 1 % suffer preventable injuries from 
substandard care. 50,000 of these patients die 
from that care. The other 350,000 suffer non
fatal injuries resulting in 30 days disability or 
longer. Only 2 percent of these incidents-or, 
8000 cases-actually make it to a malpractice 
trial. Clearly, malpractice, itself, is the true cost 
in today's health care system, not malpractice 
suits. 

By weakening malpractice laws we are likely 
to encourage more careless-not more care
ful- medical care. Let's not take this dan
gerous step. The real victims in the medical 
malpractice debate are not the physicians
the real victims are the thousands of patients 
who are killed or injured each year due to 
medical negligence. We absolutely cannot af
ford to abandon the protections provided by 
our judicial system. Let's maintain the protec
tions that our current malpractice laws provide. 

Mr. BERRY. Mr. Speaker, I rise today in re
luctant opposition to this budget package. I 
truly respect and admire those who worked 
long and hard to prepare this carefully crafted 
compromise. Both sides- the White House 
and Republican leaders-put aside many of 
their differences to agree to a budget that 
goes a long way toward putting our nation on 
healthy economic footing. 

I am a strong believer in our need to bal
ance the Federal budget. I am a co-sponsor of 
legislation that would require a constitutional 
amendment to balance the budget, and I sup
ported the spending cuts contained in the 
original outline of this proposal. 

Mr. Speaker, three weeks ago I voted in 
favor of the numbers. However, today, I can
not support the policies that have been crafted 
to stand behind those numbers. 

I cannot, for example, support the package's 
Medicare legislation. While I believe that we 
all need to work together to ensure Medicare's 
solvency, this proposal increases beneficiary 
premiums by an amount that I cannot support. 
It cuts payments to the hospitals in my rural 
district at a rate that will be difficult to absorb. 
Rural hospitals already operate at much lower 
margins than their urban counterparts and will 
be disproportionally impacted by this proposal. 
Every single hospital administrator in my dis
trict has written me in opposition to this pro
posal . 

In addition, it does not provide an adequate 
cushion against premium increases for the 
lowest-income. We can ensure Medicare's sol
vency for the long term without harming our 
seniors, and I think we must put some more 
thought into how to do that. 

The bill also does not have an adequate en
forcement mechanism, something that I be
lieve is crucial if we really are committed to 
balancing the budget. It's one thing to tell 
America that we're going to put our fiscal 
checkbook in order, but it's another thing if we 
don't provide any incentive to do so. As this 
budget now stands, the federal budget will in
crease during the first 2 years, requiring that 
all cuts to Federal programs take place in the 
last 3 years. I don't believe that putting off 
until tomorrow what we rightly ought to have 
the political courage to do today will balance 
the budget. If anything, this package could 
make our federal deficit even worse. 

In addition, the bill's plan to auction the 
broadcast spectrum may be too much, too 
fast. Counting on the revenues from this sale, 
without adequate protections for rural broad
casters, may jeopardize service in rural areas. 

Likewise, the bill's children's health pro
gram, instead of being modeled after the suc
cessful initiatives being implemented in Arkan
sas and other States, is fiscally irresponsible, 
$16 billion no-strings-attached give-away that 
does not ensure that the funding will go to 
those who need it most-the children. 

In fact , the Congressional Budget Office es
timates that this $16 billion will cover less than 
520,000 children of the 1 O million now without 
health insurance. The average children's 
health insurance policy today costs about 
$800 a year-spending $16 billion for only 
520,000 policies is a waste of our taxpayer's 
hard earned money. This proposal , in effect, 
costs taxpayers $6,000 per policy, per year. 
More cost-effective children's health insurance 
legislation, such as a plan I developed as co
chairman of the House Democratic Caucus' 
Health Task Force, is needed. Our plan, with 
a more prudent and responsible use of the 
$16 billion in the budget agreement, would 
cover an estimated 5 million children. 

Also of note is the fact that this budget does 
not provide adequate safeguards to our senior 
citizens who rely on the Medicaid Program for 
their care. I will continue to oppose any budg
et, any legislation or any law that in any way 
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endangers the health care of our senior citi
zens. I also oppose the bill's repeal of ade
quate payments to hospitals under the Med
icaid Program and its repeal of important con
sumer protections, which could result in re
duced services to those who rely on this im
portant program in Arkansas. 

Lastly, this budget repeals important labor 
and civil rights protections for those seeking to 
move from welfare to work. Last year, Con
gress voted to end the entitlement status of 
public assistance and we all agree that the 
cycle of welfare dependency should be 
stopped and that our citizens should be given 
the opportunity to obtain economic self-suffi
ciency. However, in doing so, we cannot ex
pect former welfare recipients to work without 
the guaranteed protection granted to every 
other employee under the Fair Labor Stand
ards Act. 

While I support many of the concepts con
tained in this budget, I cannot in good con
science support it today. I believe, however, 
that other opportunities will exist in the near 
future to support a more reasonable and effec
tive budget. The House's consideration of this 
proposal today is just the first step in what will 
be a long political process. The final version of 
the proposal, following a House-Senate con
ference committee, may be something I can 
support. 

But today, with great regret, I must vote with 
my conscience and vote against this proposal. 

Ms. EDDIE BERNICE JOHNSON of Texas. 
Mr. Speaker, I rise today to speak in opposi
tion to this year's budget reconciliation bill. As 
the House considers this bill , I recall the words 
of the great Senator from Minnesota, Hubert 
Humprehy when he said: 
. . . t hat the moral test of government is 
how that government treats those who are in 
the dawn of life, the children; those who are 
in t he t wilight of life, t he elderly; and those 
who are in the shadows of life- the sick, the 
needy and th e handicapped. 

Mr. Speaker, this reconciliation bill fails that 
crucial test of government's compassion for all 
those individuals. When this Republican pack
age fails to provide welfare workers the leave 
to care for their children and parents under the 
Family Medical Leave Act, it fails the moral 
test of government. A Republican bill that 
backs away from the commitment between 
GOP leaders and the President to restore 
Federal aid to disabled legal immigrants fails 
the test of how the Government should treat 
those in the shadows of life, the people with 
disabilities-who pay their taxes. 

Mr. Speaker, last week, certain members of 
the majority were behind the effort to issue an 
apology for slavery in this country. Less than 
a week later, their reconciliation bill states that 
benefits provided to welfare workers are not to 
be considered wages or compensation. Simply 
stated, this is an underhanded effort to deny 
welfare workers the labor and nondiscrimina
tion protections that all other workers enjoy. In 
essence, this is confining the welfare worker 
to a modern day life of slavery. Mr. Speaker, 
how long will it take for the majority to apolo
gize for this? 

Mr. Speaker, just yesterday, we heard many 
colleagues on the other side of the aisle speak 
in grandiose tones about human rights viola
tions in China when we voted on MFN. They 

opposed granting MFN because they believed 
that it would not help stop human rights and 
civil liberty abuses. Unfortunately, they are 
quick to ignore the human rights of our own 
people with a bill that restricts access to 
health care insurance, fair pay protections for 
welfare workers, weak sexual harassment pro
tections and the rights and benefits of legal 
immigrants. 

This bill continues to further the benefits of 
the rich while eroding the opportunities for the 
poor, the children, and those with disabilities. 
Mr. Speaker, I sincerely hope that any col
leagues who voted for the budget resolution 
hoping that it would balance the budget while 
helping the unprotected, will now vote against 
this reconciliation bill as it falls tremendously 
short in helping those who need help the 
most. 

Mr. Speaker, I ask my colleagues to oppose 
this bill and have our Government live up to its 
moral test of how it treats the most vulnerable 
and disadvantaged in our country. 

Ms. McCARTHY of Missouri. Mr. Speaker, I 
rise to support passage of H.R. 2015, the Bal
anced Budget Act. Balancing the budget is 
one of the most important actions we can take 
to keep the economy strong, provide jobs, and 
keep the American dream alive for future gen
erations. I offer my support to move the proc
ess forward because I see this bill as a work 
in progress. The measure has several prob
lems that I hope will be resolved as the details 
are worked out in the Conference Committee. 
These are provisions that go beyond being 
characterized as difficult decisions; they are 
important issues that must be addressed or 
we will create problems larger than those we 
are trying to solve with this legislation. 

One of the most serious issues for my home 
State of Missouri is the method by which we 
achieve the Medicaid savings called for in the 
budget agreement. All of the savings for Med
icaid are targeted to come from the Dispropor
tionate Share Hospital Program, and in par
ticular, the formula that was reported out of 
the Commerce Committee targeted the great
est amount of cuts from the States that use 
the Disproportionate Share Program the most. 
While there may have been problems associ
ated with the program in other States, Mis
souri runs a very efficient program and has al
ways used the Disproportionate Share funds 
to compensate hospitals for the cost of pro
viding care to the indigent and uninsured. The 
formula should be changed by the Conference 
Committee to better distribute the savings 
from the Disproprionate Share Program 
among all States that use those funds. 

Another of the more serious problems with 
this bill is its complete disregard for sound 
spectrum policy. Once again, common sense 
has taken a back seat to budgetary needs, 
and another spectrum auction has been or
dered that will not raise the funds that are ex
pected. For the past 5 years, spectrum space 
has been sold to pay for our budget needs, 
yet each year the financial return on these 
auctions has decreased. The future market is 
uncertain since the current market is saturated 
with spectrum. In addition, the spectrum mar
ket devaluation affects minority and women
owned businesses who have been allowed to 
make a longer payment schedule for their pre
vious spectrum investments. 

A third item that must be improved is the 
provision relating to expanding health care 
coverage for uninsured children. As a member 
of the Democratic Children's Health Care Task 
Force, I support efforts to provide assistance 
to the estimated 1 O million children in this 
country that currently are not insured. The 
Democratic alternative builds on the Medicaid 
Program, with an enhanced match which 
would provide children in need with the great
est chance for appropriate care and an ade
quate benefits package. The provisions of this 
bill use a block grant approach which, accord
ing to CBO, may only cover 500,000 additional 
children, not the 5 million goal outlined in the 
budget negotiations. 

I commend all negotiators who have worked 
tirelessly on this legislation. The task of bal
ancing the budget is not an easy one. We 
have to be prepared to make tough choices 
that may be difficult for our constituencies 
back home. The bill achieves an important 
goal that I have worked toward during my en
tire tenure in Congress, a balanced Federal 
budget. I therefore support efforts to send 
H.R. 2015 to the conference committee in the 
hope of further improvements prior to final 
passage. 

Mr. POSHARD. Mr. Speaker, it is with great 
regret that I rise today in opposition to the 
budget reconciliation bill. During my tenure in 
Congress, I have championed balancing the 
budget and eliminating our deficit. I have 
proudly supported a balanced budget constitu
tional amendment, and I voted in favor of the 
balanced budget agreement reached by Presi
dent Clinton and Members of Congress. In the 
past, I have voted for the budget alternative 
offered by the Blue Dog Coalition of conserv
ative Democrats because it followed a formula 
that foregoes large tax cuts until our budget is 
balanced. The Blue Dog budget thereby avoid
ed deep cuts in programs that benefit our 
most vulnerable citizens, postponing the re
wards associated with a balanced budget until 
we have all made the sacrifices necessary to 
achieve this goal. 

Mr. Speaker, I would like very much to be 
able to support the budget reconciliation be
fore us today. I realize that it represents a 
huge step toward a goal that I have endorsed 
for years, and I appreciate the hard work and 
difficult choices of my colleagues that have al
lowed us to come this far. But I cannot vote 
for a budget that forces certain members of 
our society to bear such a tremendous burden 
while allowing others to enjoy the fruits of a 
balanced budget before one even exists. 
Those that will suffer under this bill are the 
same citizens that have already suffered too 
much. We cannot require sacrifice from some 
but not from others, and it is this conviction 
which will force me to vote against this bill , 
and to oppose the tax bill which will come be
fore this House tomorrow. 

I have no doubt that the up-front tax cuts in 
the reconciliation legislation will , in time, cause 
the deficit to explode, creating a situation 
where we respond by taking more money 
away from programs which help the neediest 
people in this country. Why should we work 
this hard and this long to arrive at a plan to 
balance the budget, only to have the course 
reverse a few years from now, forcing our col
leagues and successors to solve the same 
problems all over again? 
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Among the specific provisions of this spend

ing bill which cause me great concern is that 
which would permit privatization of administra
tive operations within the Food Stamp Pro
gram. I do not believe that private entities 
should be engaged in eligibility determinations 
for this or any other benefits program. In addi
tion, I feel that this spending bill does a great 
disservice to our Nation's veterans, who have 
provided an invaluable contribution. Slashing 
their benefits is certainly not the way I want to 
demonstrate my gratitude. Furthermore, I must 
express my deep concern for the bill's piece
meal restoration of SSI benefits to legal immi
grants. While I applaud provisions which re
turn SSI and Medicaid benefits to those legal 
immigrants who were receiving them as of last 
August, I believe we must go further and guar
antee benefits to those legal immigrants who 
were living in our country last summer but who 
unfortunately have become disabled since that 
time. 

No. Mr. Speaker, this bill is not perfect. 
When I \toted to support the balanced budget 
agreement, I knew that there was still work to 
be done, but I was confident that resulting rec
onciliation bills would address the major prob
lems, and I would be able to support them in 
good conscience. Sadly, it appears I was 
wrong, and now I must make yet another of 
the tough choices that such a process always 
requires, and vote against this legislation. I 
care deeply about balancing our Federal 
budget and have worked as hard as anyone in 
this body to reach this goal. But as important 
as this end may be, I cannot support the 
means that my colleagues have decided to 
employ in order to reach it. It is simply not 
right to ask those who can least afford it to 
bear the burdens of our compromises. Until 
we agree that sacrifices must be made across 
the board, and until we agree that the rewards 
should be similarly enjoyed, I urge my col
leagues to join me in opposing this budget 
legislation and in continuing to work to find eq
uitable solutions. The goal of a balanced 
budget is well within our reach, but we are not 
quite there. Let's take the time and put in the 
effort to do this right, so that we can be proud 
of our contribution to the American people. 

Mr. KLECZKA. Mr. Speaker, today we are 
debating a budget reconciliation bill that con
tains a Medical Savings Account, or MSA, 
demonstration project. We have seen this 
Medical Savings Account demonstration 
project debated on this floor before. Last Con
gress, we passed a law establishing MSA's for 
the under 65 population. This budget bill takes 
the MSA idea one dangerous step further by 
opening up an MSA option for 500,000 seniors 
enrolled in the Medicare Program. Mr. Speak
er, MSAs may sound like a good thing, but in 
reality they are very risky. 

Countless health care policy experts have 
concluded that MSA's will create extra costs 
for the Medicare Program and weaken the al
ready compromised trust fund. The Congres
sional Budget Office estimated that the Re
publican demonstration included in this bill will 
cost the Federal Government over 5 years
$2.2 billion. In these times of budgetary aus
terity, when the Medicare trust fund is on the 
verge of collapse, I ask my colleagues: is this 
really where we ought to be targeting our pre
cious resources? 

Supporters of the MSA demonstration 
project argue that MSA's will enable seniors to 
take responsibility for their own health care 
because they will be more aware of what their 
health care choices really cost. In reality, Mr. 
Speaker, MSA's will give the bank accounts of 
wealthier and healthier people, who now cost 
Medicare very little, Federal money every year 
to spend as they see fit. MSA's will allow 
these individuals to leave the larger insurance 
pool and the shared risk that the large insur
ance pool provides. And, as a result , the 
Medicare Program will be left with only the 
poorer and the sicker individuals who are 
more costly to treat. Mr. Speaker, MSA's will 
undermine the very purpose of insurance
shared risk. A shared risk that spreads the 
high medical costs of the few, among the 
many other individuals who have low medical 
costs. 

Mr. Speaker, adding MSA's to the Medicare 
Program is a terrible mistake. While we all 
support expanding seniors choices, we simply 
cannot afford the risks that the MSA's in this 
bill pose to the long-term financial stability of 
the Medicare Program. 

Mr. MARKEY. Mr. Speaker, is it just me, or 
have we gone "Back to the Future." My col
leagues on the other side of the aisle are once 
again presenting the American people with a 
false choice-slashing Medicare to provide 
huge tax breaks for the wealthiest Americans. 
The Republican leadership seems caught in a 
playback loop-putting on a straight face and 
arguing here on the floor and in committee 
that cutting $115 billion in Medicare spending 
will somehow save the program, despite the 
fact that not one dime of these savings goes 
to the trust fund, and despite the fact that the 
budget plan also includes an $85 billion tax 
break for the wealthy. That's nearly a dollar for 
dollar tradeoff. 

And what would the Republicans have us 
trade off-health care for seniors versus 
health clubs for the wealthy-Medicare for 
maid service. Is this any way to make public 
policy? 

Is it sensible to construct a public policy that 
sends 87 percent of the benefits of tax and 
entitlement changes to people in the top 20 
percent of income levels in our country? Is it 
sensible to construct public policy that sends 
a measly 4 percent of the benefits to people 
in the bottom 60 percent of income levels? 

"Holy hatchet job, Mr. Speaker" the Repub
lican Party's dynamic duo of proposals for this 
week is a double-barreled attack on working 
families. Piled on top of last year's policy 
changes, the Republican tax scheme will actu
ally reduce the after-tax income of the poorest 
20 percent of our people by $420 per year. 
The top 20 percent in our country will get an 
after-tax raise of $2,500, and the top 1 percent 
get a whopping after-tax raise of $27,000. 

"Riddle me this, Mr. Speaker:" What piece 
of legislation expands tax subsidies for IRA's, 
nearly doubles the maximums for estate taxes, 
and reduces the alternative minimum tax on 
huge corporations? Why, it's the so-called 
Taxpayer Relief Act that we will take up to
morrow. 

Who would launch such a dastardly 
scheme? 

Our colleagues on the other side of the aisle 
like to claim that Democrats are waging class 

warfare on tax and entitlement issues. Well , 
Mr. Speaker, the facts speak for themselves. 
The Republicans have launched an all-out at
tack on seniors and working families. When 
the top 20 percent in our country are getting 
87 percent of the benefits of this supply-side 
scheme, and when the scheme actually in
creases taxes for the 40 percent of Americans 
who earn less than $27,000 per year, who is 
making war on whom? 

This budget legislation makes the rich more 
comfortable and the poor more miserable. 
Only Mr. Freeze could produce a colder plan 
for seniors. 

Mr. Speaker, we're not in Gotham City. We 
should be more focused on tax and entitle
ment equity, than on turning a cold shoulder to 
seniors and the less fortunate. But that's not 
what Republican tax-cut crusaders have pro
posed. 

Republicans have voted to spend $2 billion 
on medical savings accounts [MSA's] to ben
efit the healthiest and wealthiest of our sen
iors. It's an experiment no less-and it comes 
at the same time that Republicans are pro
posing $115 billion in Medicare cuts to save 
the program. 

The $115 billion that the budget resolution 
slashes from Medicare has little or nothing to 
do with saving the program. And, if we're not 
actually saving the program, why are we being 
asked to make cuts-why are we being asked 
to raise premiums for seniors and cut pay
ments to hospitals, doctors, community health 
centers, and home health care? 

Because Medicare once again has become 
the piggy bank to pay for tax breaks for the 
rich. 

This budget not only protects corporate wel
fare and shields big defense contractors, it 
shamelessly sacrifices seniors for CEO's. The 
budget ax is being sharpened and Medicare is 
back on the chopping block-all because Re
publicans need to come up with the cash to 
balance the budget and give huge tax breaks 
to the wealthy. Now, we all applaud those who 
have had the good fortune to be wealthy and 
successful-but let's not make the rich richer 
at the expense of quality health care for sen
iors. 

And make no mistake, the rich will get richer 
under the Republican plan-87 percent of the 
benefits of these tax and entitlement programs 
go to the top 20 percent in our country. On the 
tax cut alone, over 57 percent of this tax cut 
flows to families with incomes of more than 
$250,000, just 5 percent of all Americans. At 
the same time, this plan hikes taxes on the 40 
percent of Americans who earn less than 
$27 ,000 per year. 

Who will really pay the price for this Repub
lican largesse? Who pays, our parents and 
grandparents that's who. These proud men 
and women have fought for this country, sac
rificed for this country, and many survived the 
Great Depression and turned this country 
around and made it such an economic suc
cess. 

Our seniors understand sacrifice. They 
struggled so that their children and grand
children would have a better life, a more pros
perous nation, and a more hopeful future. 

But what will happen when Medicare and 
Medicaid are cut for working families. What 
additional burdens will middle-aged Americans 
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have to bear? If seniors are unable to cover 
the cost of their health care, whom will they 
turn to? their adult children, of course. And in 
each of these families the $64,000 question 
will be, do we pay for mom and dad's health 
care or do we pay to send the kids to college. 
No middle-aged parent should have to make 
that choice. 

We should not insult our seniors' legacy of 
sacrifice by allowing the leadership of this 
Congress to sacrifice them-our parents and 
grandparents-just to give a tax cut to the rich 
and super rich. 

It was wrong in 1980. It was wrong in 1995. 
And it is wrong today. 

We can do better than this. Join me in 
standing up for fairness. Vote against this pro
posal. Let's not cut Medicare for seniors just 
to give huge tax breaks to the wealthiest 
Americans. 

SPECTRUM PROVISIONS OF THE BUDGET 

We should be highly concerned about the 
increasing emphasis placed upon spectrum 
auction revenue to assist in balancing the 
Federal budget. 

Placing budgetary priorities foremost in FCC 
licensing decisions ultimately shortchanges the 
American public because spectrum allocation 
and licensing decisions must encompass a 
broad interpretation of the public interest, of 
which taxpayer interests are but one part. 

A short-term, temporary injection of cash 
into the Federal Treasury for the purpose of 
achieving revenue goals for an arbitrary 5-year 
budget target serves budgetary interests, but it 
does not necessarily serve the broader public 
interest. 

This auction is not going to raise the money 
that the CBO and OMB believe it will. More
over, we will not see all of the rest of the 
money that has already been bid in previous 
auctions because we are flooding the market 
and making it awash with spectrum. 

There are literally billions that have to be 
collected from small businesses, women
owned firms and minority-owned firms who bid 
for spectrum at the FCC believing that they 
were bidding on a scarce resource. These are 
entities who historically have had difficulty in 
gaining access to capital. What will happen to 
their hopes of raising the funds necessary to 
get into the marketplace and compete if the 
Federal Government rushes to make more fre
quencies available for bidding to some of the 
largest companies on the planet. 

This spectrum auction proposal represents a 
departure from the principles of diversity that 
we built into the spectrum authority we grant
ed the FCC as part of the 1993 budget. In 
1993, we said that we wanted to see a de
mocratization and diversity in the holding of 
FCC licenses. In this budget, after we finally 
saw minorities and women-owned businesses 
beginning to get access to this public re
source, diversity and entrepreneurship is get
ting trumped by an increasing emphasis to 
simply let the deepest pockets bid on the 
spectrum. This is in direct contradiction to the 
message President Clinton delivered in Cali
fornia last week where he said that: 

We must continue to expand opportunity. 
Full participation in our strong and growing 
economy is the best an tidote to envy, de
spair, and racism. We must press forward to 
m ove m illions more from poverty and wel-

fare t o work; t o bring the spark of enterprise 
t o inner cities * * * We should not stop try
ing t o equalize econom ic opportunity. 

Further, the idea that an auction in the year 
2001 for spectrum from the broadcasters that 
will not be returned to the Government in 2007 
is a very dubious way to raise money. I of
fered an amendment in committee to make 
this return of spectrum more likely by requiring 
after 2001 that all new TV's be digital capable. 
That amendment was not agreed to. 

CHANGES FROM COMMERCE COMMITTEE BI LL 

The bill before us allows the FCC the dis
cretion- rather than mandatory based upon a 
95 percent digital TV household penetration 
test-an extension of the date by which TV 
broadcasters must return their so-called "ana
log" spectrum from 2007 to some later date. 

The bill , however, takes away a Commerce 
Committee requirement for minimum bids for 
FCC auctions. A few weeks ago, licenses for 
wireless communications services [WCS] in 4 
states sold at auction for a total of $4. This 
WCS auction was estimated by CBO to raise 
$1.8 billion and yet raised only $13 million. 
Why should we condone · a firesale on the 
public's assets. 

[From the CQ's House Action Reports) 
CHANGES TO H.R. 2015, BALANCED BUDGET ACT 

(By J oe Nyitray and Chuck Conlon) 
The recommended rule au tom atically in

corporates several changes into H.R. 2015, 
Balanced Budget Act, as reported by t he 
Budget Committee. 

SPECTRUM PROVISIONS 
The rule modifies the bill's spectrum auc

tion provisions to increase from $9.7 billion 
to $20.3 billion over five years t he revenues 
t hat would be generated through sales of the 
radio broadcast spectrum. The increased rev
enue are account ed for by striking or relax
ing numerous restrictions included in t he 
bill on t he FCC's ability to auction spec
trum. 

Among· other changes, the rule strikes the 
bill 's requirements tha t minimum bids equal 
two-thirds of previous CBO estimat es , and 
that the FCC void spect rum auctions t ha t 
fail to meet such minimums. It makes dis
cretionary (rather than mandatory) FCC au
thority to extend the deadline of 2006 for re
ferring the analog spectrum for t elevision 
st a t ions where more t han 5% of t he station 's 
viewers continue to rely exclusively on over
the-air analog television signals; it requires 
t h e FCC t o complet e by t he end of FY 2002 
t he bidding and assignment of licenses for re
t urned analog television spectrum and spec
trum used for UHF channels 60 through 69 
(the bill only requires t hat bidding for such 
spectrum commence by J uly 1, 2001); it re
quires the FCC to "seek to assure" that low
power TV stations current ly assigned to 
channels 60 through 69 be reassigned to a 
lower channel (the bill prohibits the auc
tioning of that spectrum unless such TV sta
tions are reassigned to lower channels pr ior 
to such auctions); and it eliminates provi
sions that proh ibit the reallocation of spec
trum used by NASA for space research. 

LOW-INCOME MEDICARE PREMIUM PROTECTION 
The recommended r ule adds an additional 

$1 blllion to the $500 million already in the 
bill for Medicaid t o help pay the Medicare 
Part B premium for low-incom e bene
ficiaries, thereby bringing t he total up to 
$1.5 billion , t he amount called for in the bal
anced budget agreement be tween the Presi
dent and congressional leaders. 

Mr. FRELINGHUYSEN. Mr. Speaker, I rise 
today in support of H.R. 2015, the Fiscal Year 
1998 Balanced Budget Act. 

My priority as a Member of Congress has 
been to work toward implementation of a bal
anced Federal budget. Over the course of the 
past 3 years, the Republican Congress has re
duced the deficit and cut Government spend
ing by $43 billion . We have also raised the 
level of debate on this issue to the point that 
we are at today. It took Republican leadership 
to get it to this point in history as we are about 
to vote on a proposal to balance the Federal 
budget by 2002-the first balanced Federal 
budget since 1969. 

I am pleased to stand in support of taking 
the next step forward towards securing a bet
ter future for our children and for our country. 
This budget sets reasonable priorities for Fed
eral Government spending. And, later this 
week, we will vote on another proposal to re
turn money to the pockets of hard-working 
American citizens. 

This agreement balances our country's eco
nomic needs with our commitment to our vet
erans, seniors, students, and hard-working 
taxpayers, and allows generous spending on 
programs that are important to them. 

The package also contains important re
forms to the Medicare program, that serves so 
many older Americans in my District and mil
lions of Americans across the country. Under 
this agreement, the Medicare part A trust fund 
will be preserved and protected for at least 10 
years. We make these reforms while increas
ing spending on the program each year. 

Seniors will be given greater choices in their 
health care coverage. For the first time, bene
ficiaries will have the option of enrolling in 
medical savings accounts. The range of pre
ventive benefits will be expanded to include 
mammography, diabetes, and prostate and 
colorectal cancer screenings. 

The budget reconciliation package makes 
other important changes to the delivery of 
health care. States will be provided with great
er flexibility to manage the Medicaid Program 
and in turn, Federal outlays on Medicaid will 
be reduced by approximately $11.4 billion over 
the next 5 years. At the same time, States will 
share a $16 billion block grant to provide 
health insurance for currently uninsured chil
dren from low-income families. 

H.R. 2015 also makes reasonable changes 
to existing welfare and immigration laws that 
were enacted in the 104th Congress. It main
tains the core reforms to welfare, SSI , and 
food stamps, yet restores benefits to a vulner
able group of legal immigrants, the aged and 
disabled, who were receiving SSI at the time 
the laws were signed. 

As more and more Americans enroll in man
aged care, it is critical to address some con
cerns that have been raised about the man
agement of these programs. H.R. 2015 in
cludes a number of important consumer pro
tections for Medicare and Medicaid recipients 
enrolled in managed care. Included are pro
posals to prohibit a managed care plan from 
preventing a physician from advising a patient, 
and requires that the length of a Medicaid re
cipients hospital stay be determined by the pa
tient and doctor, instead of a health manage
ment organization. 

For these, and many other reasons, I am 
pleased to support this budget that makes 
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commonsense spending decisions, sets prior
ities, continues adequate levels of spending 
on important Federal programs to protect our 
health, safety, seniors, families, and children. 
This budget resolution is true to our commit
ment to balance the Federal budget and live 
within our means. It assures fiscal discipline 
and it takes power out of Washington and re
turns it to New Jersey and our neighborhoods. 

The SPEAKER pro tempore. All time 
for debate has expired. 

Pursuant to House Resolution 174, 
the bill is considered as read for 
amendment, and the previous question 
is ordered. 

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. 

D 1715 

MOTION TO RECOMMIT OFFERED BY MR. BROWN 
OF OHIO 

Mr. BROWN of Ohio. Mr. Speaker, I 
offer a motion to recommit. · 

The SPEAKER pro tempore (Mr. 
DREIER). Is the gentleman opposed to 
the bill? 

Mr. BROWN of Ohio. In its current 
form, I am, Mr. Speaker. 

The SPEAKER pro tempore. The 
Clerk will report the motion to recom
mit. 

The Clerk read as follows: 
Mr. BROWN of Ohio moves to recommit the 

bill H.R. 2015 to the Committee on the Budg
et with instructions to report the same back 
to the House forthwith with the following 
amendment: 

Strike subtitle F of title III and insert the 
following: 
Subtitle F-Child Health Insurance Initiative 

Act of 1997 
SEC. 3500. SHORT TITLE OF SUBTITLE. 

This subtitle may be cited as the " Child 
Health Insurance Initiative Act of 1997". 

CHAPTER I-IMPROVED OUTREACH 
SEC. 3501. GRANT PROGRAM TO PROMOTE OUT

REACH EFFORTS. 
(a) AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated, for 
each fiscal year beginning with fiscal year 
1998 to the Secretary of Health and Human 
Services, $25,000,000 for grants to States, lo
calities, and nonprofit entities to promote 
outreach efforts to enroll eligible children 
under the medicaid program under title XIX 
of the Social Security Act (42 U.S.C. 1396 et 
seq.) and related programs. 

(b) USE OF F UNDS.-Funds under this sec
tion may be used to reimburse States, local
ities, and nonprofit entities for additional 
training and administrative costs associated 
with outreach activities. Such activities in-
clude the following: . 

(1) USE OF A COMMON APPLICATION FORM FOR 
FEDERAL CHILD ASSISTANCE PROGRAMS.-lm
plementing use of a single application form 
(established by the Secretary and based on 
the model application forms developed under 
subsections (a) and (b) of section 6506 of the 
Omnibus Budget Reconciliation Act of 1989 
(42 U.S.C. 701 note; 1396a note)) to determine 
the eligibility of a child or the child's family 
(as applicable) for assistance or benefits 
under the medicaid program and under other 
Federal child assistance programs (such as 
the temporary assistance for needy families 

program under part A of title IV of the So
cial Security Act (42 U.S.C. 601 et seq.), the 
food stamp program, as defined in section 
3(h) of the Food Stamp Act of 1977 (7 U.S.C. 
2012(h)), and the State program for foster 
care maintenance payments and adoption as
sistance payments under part E of title IV of 
the Social Security Act (42 U.S.C. 670 et 
seq.)). 

(2) EXPANDING OUTSTATIONING OF ELIGI
BILITY PERSONNEL.-Providing for the sta
tioning of eligibility workers at sites, such 
as hospitals and health clinics, at which chil
dren receive health care or related services. 

(C) APPLICATION, ETC.-Funding shall be 
made available under this section only upon 
the approval of an application by a State, lo
cality, or nonprofit entity for such funding 
and only upon such terms and conditions as 
the Secretary specifies. 

(d) ADMINISTRATION.-The Secretary may 
administer the grant program under this sec
tion through the identifiable administrative 
unit designated under section 509(a) of the 
Social Security Act (42 U.S.C. 709(a)) to pro
mote coordination of medicaid and maternal 
and child health activities and other child 
health related activities. 

CHAPTER 2-MEDIKIDS PROGRAM 
SEC. 3521. STATE ENTITLEMENT TO PAYMENT 

FOR MEDIKIDS PROGRAM. 
(a) IN GENERAL.-Each State that has a 

plan for a child heal th insurance program, or 
MediKids program, approved by the Sec
retary is entitled to receive, from amounts 
in the Treasury not otherwise appropriated 
and for each fiscal year beginning with fiscal 
year 1998, payment of the amounts provided 
under section 3523. 

(b) APPLICATION.-The Secretary shall es
tablish a procedure for the submittal and ap
proval of plans for MediKids programs under 
this chapter. The Secretary shall approve 
the plan of a State for such a program if the 
Secretary determines that-

(1) the State is meeting the medicaid cov
erage requirements of section 3522(a), and 

(2) the plan provides assurances satisfac
tory to the Secretary that the MediKids pro
gram will be conducted consistent with the 
applicable requirements of section 3522. 
SEC. 3522. REQUIREMENTS FOR APPROVAL OF 

MEDIKIDS PROGRAM. 
(a) ADEQUATE MEDICAID COVERAGE.-The 

medicaid coverage requirements of this sub
section are the following: 

(1) COVERAGE OF PREGNANT WOMEN AND 
CHILDREN AND INF ANTS UP TO 185 PERCENT OF 
POVERTY.-The State has established 185 per
cent of the poverty line as the applicable 
percentage under section 1902(1)(2)(A) of the 
Social Security Act (42 U.S.C. 1396a(l)(2)(A)). 

(2) COVERAGE OF CHILDREN UP TO 19 YEARS 
OF AGE.-The State provides, either through 
exercise of the option under section 
1902(1)(1)(D) of such Act (42 U.S.C. 
1396a(l)(l)(D)) or authority under section 
1902(r)(2) of such Act (42 U.S.C. 1396a(r)(2)) for 
coverage under section 1902(1)(1)(D) of such 
Act of individuals under 19 years of ag·e, re
gardless of date of birth. 

(3) MAINTENANCE OF EFFORT.-
(A) MEDICAID.-Subject to subparagraph 

(B), the State-
(i) has not modified the eligibility require

ments for children under the State medicaid 
plan, as in effect on January 1, 1997 in any 
manner that would have the effect of reduc
ing the eligibility of children for coverage 
under such plan, and 

(ii) will use the funds provided under this 
chapter to supplement and not supplant 
other Federal and State funds. 

(B) WAIVER EXCEPTION.-Subparagraph (A) 
shall not apply to modifications made pursu-

ant to an application for a waiver under sec
tion 1115 of the Social Security Act (42 
U.S.C. 1315) submitted before January 1, 1997. 

(b) COVERAGE OF UNINSURED CIIlLDREN.-
(1) IN GENERAL.-A MediKids program shall 

not provide benefits for children who are 
otherwise covered for such benefits under a 
medicaid plan or under a group health plan, 
health insurance coverage, or other health 
benefits coverage, but may expend funds for 
outreach and other activities in order to pro
mote coverage under such plans: 

(2) CONSTRUCTION.-Nothing in this sub
section shall be construed as requiring a 
MediKids plan of a State to provide coverage 
for all near poverty level children described 
in paragraph (1) who are residing in the 
State. 

(c) MEDICAID-EQUIVALENT BENEFJTS.-Sub
ject to subsection (d), a MediKids program 
shall provide benefits to eligible children for 
the equivalent items and services for which 
medical assistance is available (other than 
cost sharing) to children under the State's 
medicaid plan. 

(d) PREMIUMS AND COST-SHARING.-
(1) IN GENERAL.-Subject to paragraphs (2) 

and (3), a MediKids program may-
(A) require the payment of premiums as a 

condition for coverage, but only for a cov
ered child whose family income exceeds the 
poverty line; 

(B) impose deductibles, coinsurance, co
payments, and other forms of cost-sharing 
with respect to benefits under the program; 
and 

(C) vary the levels of premiums, 
deductibles, coinsurance, copayments, and 
other cost-sharing based on a sliding scale 
related to the family income of the covered 
child. 

(2) LIMITS ON PREMIUMS AND COST-SHAR
ING.-The Secretary shall establish limits on 
the amount of cost-sharing expenses (includ
ing premiums, deductibles, coinsui·ance, co
payments, and any other required financial 
contribution) that may be applied under the 
program. Such limits shall assure that total 
cost sharing expenses for children partici
pating in such program are reasonable in re
lation to the income of their family (and 
taking into account the other types of ex
penses generally incurred by such families 
and family size) and that such cost sharing 
expenses do not unreasonably reduce access 
to the coverage or covered services provided 
under su ch program. 

(3) NO COST SHARING FOR PREVENTIVE SERV
ICES.-A MediKids program may not impose 
deductibles, coinsurance, copayments, or 
similar cost sharing for preventive services. 
SEC. 3523. PAYMENT AMOUNTS. 

(a) TOTAL AMOUNT AVAILABLE.-
(1) IN GENERAL.- The total amount of funds 

that is available for payments under this 
chapter in any fiscal year is the base amount 
specified in paragraph (2) for the fiscal year 
reduced by the amount specified under para
graph (3) for the fiscal year. 

(2) BASE AMOUNT.- The base amount speci
fied under this paragraph for fiscal year 1998 
and any subsequ ent fiscal year is 
$2,805,000,000. 

(3) OFFSET FOR CERTAIN INCREASED MED
ICAID EXPENDITURES.-

(A) IN GENERAL.-Subject to subparagraph 
(B), the amount specified under this para
graph for a fiscal year is the amount of ag
gregate additional Federal expenditures 
under made title XIX of the Social Security 
Act during the fiscal year that the Secretary 
estimates, before the beginning of the fiscal 
year, is attributable to imposition of the 
condition s described in section 3522(a). For 
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purposes of applying the previous sentence, 
any Federal expenditures that result from an 
increase in the applicable percentage under 
section 1902(1)(2)(A) of the Social Security 
Act above the percentage in effect as of June 
25, 1997, or from any exercise of an option de
scribed in section 3522(a){2) effected on or 
after such date, shall be treated as addi
tional Federal expenditures attributable to 
the imposition of the conditions described in 
section 3522(a). 

(B) ADJUSTMENT TO REFLECT ACTUAL EX
PENDITURES.-After the end of each fiscal 
year, the Secretary shall determine the ac
tual amount of the additional Federal ex
penditures described in subparagraph (A) for 
the fiscal year. The Secretary shall adjust 
the amount otherwise specified under sub
paragraph (A) for subsequent years to take 
into account the amount by which the 
amounts estimated for previous fiscal years 
under such subparagraph were greater, or 
less than, the actual amount of the expendi
tures for such years. 

(b) ALLOTMENT AMONG STATES.-
(!) IN GENERAL.-The Secretary shall estab

lish a formula for the allotment of the total 
amount of funds available under subsection 
(a) among the qualifying States for each fis
cal year. 

(2) BASIS.-The formula shall be based upon 
the Secretary's estimate of the number of 
near poverty level children in the State as a 
proportion of the total of such numbers for 
all the qualifying States. 

(3) CARRYFORWARD.-If the Secretary does 
not pay to a State under subsection (c) in a 
fiscal year the amount of its allotment in 
that fiscal year under this subsection, the 
amount of its allotment under this sub
section for the succeeding fiscal year shall 
be increased by the amount of such shortfall. 

(c) PAYMENTS.-
(1) IN GENERAL.-From the allotment of 

each qualifying State under subsection (b) 
for a fiscal year, the Secretary shall pay to 
the State for each quarter in the fiscal year 
an amount equal to 75 percent of the total 
amount expended during such quarter to 
carry out the State's MediKids program. 

(2) NOT COUNTING COST SHARING.-For pur
poses of paragraph (1), if a MediKids program 
imposes premiums for coverage or requires 
payment of deductibles, coinsurance, copay
ments, or other cost sharing, under rules of 
the Secretary, expenditures attributable to 
such premiums or cost sharing shall not be 
taken into account under paragraph (1). 

(d) STATE ENTITLEMENT.-This chapter con
stitutes budget authority in advance of ap
propriations Acts, and represents the obliga
tion of the Federal Government to provide 
for the payment to qualifying States of 
amounts provided under this section. 
SEC. 3529. DEFINITIONS. 

For purposes of this chapter: 
(1) The term "child" means an individual 

under 19 years of age. 
(2) The term "medicaid plan" means the 

plan of medical assistance of a State under 
title XIX of the Social Security Act. 

(3) The term "MediKids program" means a 
child health insurance program of a State 
under this title. 

(4) The term "near poverty level child" 
means a child the family income of which (as 
defined by the Secretary) is at least 100 per
cent, but less than 300 percent, of the pov
erty line. 

(5) The term "poverty line" has the mean
ing given such term in section 673(2) of the 
Community Services Block Grant Act (42 
U.S.C. 9902(2)), including any revision re
quired by such section. 

(6) The term "qualifying State" means a 
State with a MediKids program for which a 
plan is submitted and approved under this 
title. 

(7) The term "Secretary" means the Sec
retary of Health and Human Services . 

(8) The term "State" means the 50 States, 
the District of Columbia, Puerto Rico, the 
Virgin Islands, Guam, American Samoa, and 
the Northern Mariana Islands. 
CHAPTER 3-CONTINUATION OF MED

ICAID ELIGIBILITY FOR DISABLED CHIL
DREN WHO LOSE SSI BENEFITS 

SEC. 3531. CONTINUATION OF MEDICAID ELIGI· 
BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 1902(a)(10)(A)(i)(II) 
of the Social Security Act (42 U.S.C. 
1396a(a)(10)(A)(i)(II)) is amended by inserting 
" (or were being paid as of the date of enact
ment of section 2ll(a) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (P.L. 104-193)) and 
would continue to be paid but for the enact
ment of that section" after "title XVI". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

CHAPTER 4-ASSURING CHILDREN'S 
ACCESS TO HEALTH INSURANCE 

SEC. 3541. GUARANTEED AVAILABILITY OF INDI· 
VIDUAL HEALTH INSURANCE COV
ERAGE TO UNINSURED CHILDREN. 

(a) IN GENERAL.-Title XXVII of the Public 
Health Service Act, as added by section 
lll(a) of the Health Insurance Portability 
and Accountability Act of 1996, is amended 
by inserting after section 2741 the following 
new section: 
"SEC. 2741A. GUARANTEED AVAILABILITY OF IN· 

DIVIDUAL HEALTH INSURANCE COV· 
ERAGE TO UNINSURED CHILDREN. 

"(a) GUARANTEED AVAILABILITY.-
"(!) IN GENERAL.-Subject to the suc

ceeding subsections of this section, each 
health insurance issuer that offers health in
surance coverage (as defined in section 
2791(b)(l)) in the individual market in a 
State, in the case of an eligible child (as de
fined in subsection (b)) desiring to enroll in 
individual health insurance coverage-

"(A) may not decline to offer such cov
erage to, or deny enrollment of, such child; 

"(B) either (1) does not impose any pre
existing condition exclusion (as defined in 
section 2701(b)(l)(A)) with respect to such 
coverage, or (ii) imposes such a preexisting 
condition exclusion only to the extent such 
an exclusion may be imposed under section 
2701(a) in the case of an individual who is not 
a late enrollee; and 

"(C) shall provide that the premium for the 
coverage is determined in a manner so that 
the ratio of the premium for such eligible 
children to the premium for eligible individ
uals described in section 2741(b) does not ex
ceed the ratio of the actuarial value of such 
coverage (calculated based on a standardized 
population and a set of standardized utiliza
tion and cost factors) for children to such ac
tuarial value for such coverage for such eli
gible individuals. 

"(2) SUBSTITUTION BY STATE OF ACCEPTABLE 
ALTERNATIVE MECHANISM.-The requirement 
of paragraph (1) shall not apply to health in
surance coverage offered in the individual 
market in a State in which the State ls im
plementing an acceptable alternative mecha
nism under section 2744. 

"(b) ELIGIBLE CHILD DEFINED.- In this part, 
the term 'eligible child' means an individual 
born after September 30, 1983, who has not 
attained 19 years of age and-

"(1) who is a citizen or national of the 
United States, an alien lawfully admitted for 

permanent residence, or an alien otherwise 
permanently residing in the United States 
under color of law; 

''(2) who ls not eligible for coverage under 
(A) a group health plan, (B) part A or part B 
of title XVIII of the Social Security Act, or 
(C) a State plan under title XIX of such Act 
(or any successor program), and does not 
have other health insurance coverage; and 

"(3) with respect to whom the most recent 
coverage (if any, within the 1-year period 
ending on the date coverage is sought under 
this section) was not terminated based on a 
factor described in paragraph (1) or (2) of sec
tion 2712(b) (relating to nonpayment of pre
miums or fraud). 
For purposes of paragraph (2)(A), the term 
'group health plan' does not include COBRA 
continuation coverage. 

"(c) INCORPORATION OF CERTAIN PROVI
SIONS.-

"(l) IN GENERAL.-Subject to paragraph (2), 
the provisions of subsections (c), (d), (e) and 
(f) (other than paragraph (1)) of section 2741 
and section 2744 shall apply in relation to eli
gible children under subsection (a) in the 
same manner as they apply in relation to eli
gible individuals under section 2741(a). 

"(2) SPECIAL RULES FOR ACCEPTABLE ALTER
NATIVE MECHANISMS.-With respect to apply
ing section 2744 under paragraph (1)-

"(A) the requirement in subsection 
(a)(l)(B) shall be applied instead of the re
quirement of section 2744(a)(l)(B); 

" (B) the requirement in subsection 
(a)(l)(C) shall be applied instead of the re
quirement of section 2744(a)(l)(D); and 

"(C) any deadline specified in such section 
shall be 1 year after the deadline otherwise 
specified.''. 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall take apply 1 
year after the effective date for section 2741 
of the Public Health Service Act (as provided 
under section lll(b)(l) of the Health Insur
ance Portability and Accountability Act of 
1996). 

AMENDMENT '1'0 H.R. -. AS REPORTED 
OFFERED BY MR. BARTON OF TEXAS 

At the end of the bill, add the following 
new title: 

TITLE XI-BUDGET PROCESS 
ENFORCEMENT 

SEC. 11001. SHORT TITLE AND TABLE OF CON
TENTS. 

(a) SHORT TITLE.-This title may be cited 
as the " Balanced Budget Assurance Act of 
1997". 
. (b) TABLE OF CONTENTS.-

TITLE XI-BUDGET PROCESS 
ENFORCEMENT 

Sec. 11001. Short title and table of contents. 
Sec. 11002. Definitions. 
Subtitle A- Ensure That the Bipartisan Bal

anced Budget Agreement of 1997 Achieves 
Its Goal 

Sec. 11101. Timetable. 
Sec. 11102. Procedures to avoid sequestra

tion or delay of new revenue re
ductions. 

Sec. 11103. Effect on Presidents' budget sub-
missions; point of order. 

Sec. 11104. Deficit and revenue targets. 
Sec. 11105. Direct spending caps. 
Sec. 11106. Economic assumptions. 
Sec. 11107. Revisions to deficit and revenue 

targets and to the caps for enti
tlements and other mandatory 
spending. 

Subtitle B- Enforcement Provisions 
Sec. 11201. Reporting excess spending. 
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Sec. 11202. Enforcing direct spending caps. 
Sec. 11203. Sequestration rules. 
Sec. 11204. Enforcing revenue targets. 
Sec. 11205. Exempt programs and activities. 
Sec. 11206. Special rules. 
Sec. 11207. The current law baseline. 
Sec. 11208. Limitations on emergency spend

ing. 
SEC. 11002. DEFINITIONS. 

For purposes of this title: 
(1) ELIGIBLE POPULATION.-The term "eligi

ble population" shall mean those individuals 
to whom the United States is obligated to 
make a payment under the provisions of a 
law creating entitlement authority. Such 
term shall not include States, localities, cor
porations or other nonliving entities. 

(2) SEQUESTER AND SEQUESTRATION.-The 
terms "sequester" and "sequestration" refer 
to or mean the cancellation of budgetary re
sources provided by discretionary appropria
tions or direct spending law. 

(3) BREACH.-The term "breach" means, for 
any fiscal year, the amount (if any) by which 
outlays for that year (within a category of 
direct spending) is above that category's di
rect spending cap for that year. 

(4) BASELINE.-The term " baseline" means 
the projection (described in section 11207) of 
current levels of new budget authority, out
lays, receipts, and the surplus or deficit into 
the budg·et year and the outyears. 

(5) BUDGETARY RESOURCES.-The term 
" budgetary resources" means new budget au
thority, unobligated balances, direct spend
ing authority, and obligation limitations. 

(6) DISCRETIONARY APPROPRIATIONS.-The 
term "discretionary appropriations" means 
budgetary resources (except to fund direct 
spending programs) provided in appropria
tion Acts. If an appropriation Act alters the 
level of direct spending or offsetting collec
tions, that effect shall be treated as direct 
spending. Classifications of new accounts or 
activities and changes in classifications 
shall be made in consultation with the Com
mittees on Appropriations and the Budget of 
the House of Representatives and the Senate 
and with CBO and OMB. 

(7) DIRECT SPENDING.-The term " direct 
spending" means-

(A) budget authority provided by law other 
than appropriation Acts, includtng entitle
ment authority; 

(B) entitlement authority; and 
(C) the food stamp program. 

If a law other than an appropriation Act al
ters the level of discretionary appropriations 
or offsetting collections, that effect shall be 
treated as direct spending·. 

(8) ENTITLEMENT AUTHORITY.-The term 
"entitlement authority" means authority 
(whether temporary or permanent) to make 
payments (including loans and grants), the 
budget authority for which is not provided 
for in advance by appropriation Acts, to any 
person or government if, under the provi
sions of the law containing such authority, 
the United States is obligated to make such 
payments to persons or governments who 
meet the requirements established by such 
law. 

(9) CURRENT.-The term "current" means, 
with respect to OMB estimates included with 
a budget submission under section 1105(a) of 
title 31 D.S.C., the estimates consistent with 
the economic and technical assumptions un
derlying that budget. 

(10) AccoUNT.-The term " account" means 
an item for which there is a designated budg
et account designation number in the Presi
dent's budget. 

(11) BUDGET YEAR.-The term " budget 
year" means the fiscal year of the Govern
ment that starts on the next October 1. 

(12) CURRENT YEAR.-The term "current 
year" means, with respect to a budget year, 
the fiscal year that immediately precedes 
that budget year. 

(13) OUTYEAR.- The term " outyear" means, 
with respect to a budget year, any of the fis
cal years that follow the budget year. 

(14) OMB.- The term " OMB" means the Di
rector of the Office of Management and 
Budget. 

(15) CBO.-The term " CBO" means the Di
rector of the Congressional Budget Office. 

(16) BUDGET OUTLAYS AND OUTLAYS.- The 
terms "budget outlays" and "outlays" mean, 
with respect to any fiscal year, expenditures 
of funds under budget authority during such 
year. 

(17) BUDGET AUTHORITY AND NEW BUDGET 
AUTHORITY.-The terms "budget authority" 
and "new budget authority" have the mean
ings given to them in section 3 of the Con
gressional Budget and Impoundment Control 
Act of 1974. 

(18) APPROPRIATION ACT.- The term " appro
priation Act" means an Act referred to in 
section 105 of title 1 of the United States 
Code. 

(19) CONSOLIDATED DEFICIT.- The term 
"consolidated deficit" means, with respect 
to a fiscal year, the amount by which total 
outlays exceed total receipts during that 
year. 

(20) SURPLUS.-The term "surplus" means, 
with respect to a fiscal year, the amount by 
which total receipts exceed total outlays 
during that year. 

(21) DIRECT SPENDING CAPS.-The term "di
rect spending caps" means the nominal dol
lar limits for entitlements and other manda
tory spending pursuant to section 11105 (as 
modified by any revisions provided for in 
this Act). 
Subtitle A-Ensure That the Bipartisan Bal· 

anced Budget Agreement of 1997 Achieves 
Its Goal 

SEC. 11101. TIMETABLE. 
On or before: Action to be completed: 
January 15 ... .... ..... ....... ... CBO economic and budg-

et update . 
First Monday in Feb- President's budget up-

ruary. date based on new as-

August 1 .... .................. .. . 
August 15 ...... ....... ..... ..... . 
Not later than November 

1 (and as soon as prac
tical after the end of 
the fiscal) . 

sumptions. 
CBO and OMB updates. 
Preview report. 
OMB and CBO Analyses 

of Deficits, Revenues 
and Spending Levels 
and Projections for the 
Upcoming Year. 

November I-December 15 Congressional action to 
avoid sequestration. 

December 15 ................ .. . OMB issues final (look 
back) report for prior 
year and preview for 
current year . 

December 15 .... .... ........ ... Presidential sequester 
order or order delaying 
new/additional reve
nues reductions sched
uled to take effect pur
suant to reconciliation 
legislation enacted in 
calendar year 1997. 

SEC. 11102. PROCEDURES TO AVOID SEQUESTRA· 
TION OR DELAY OF NEW REVENUE 
REDUCTIONS. 

(a) SPECIAL MESSAGE.-If the OMB Anal
ysis of Actual Spending Levels and Projec
tions for the Upcoming Year indicates that-

(1) deficits in the most recently completed 
fiscal year exceeded, or the deficits in the 
budget year are projected to exceed, the def
icit targets in section 11104; 

(2) revenues in the most recently com
pleted fiscal year were less than, or revenues 
in the current year are projected to be less 
than, the revenue targets in section 11104; or 

(3) outlays in the most recently completed 
fiscal year exceeded, or outlays in the cur
rent year are projected to exceed, the caps in 
section 11104; 
the President shall submit to Congress with 
the OMB Analysis of Actual Spending Levels 
and Projections for the Upcoming Year a 
special message that includes proposed legis
lative changes to-

(A) offset the net deficit or outlay excess; 
(B) offset any revenue shortfall; or 
(C) revise the deficit or revenue targets or 

the outlay caps contained in this Act; 
through any combination of-

(i) reductions in outlays; 
(ii) increases in revenues; or 
(iii) increases in the deficit targets or ex

penditure caps, or reductions in the revenue 
targets, if the President submits a written 
determination that, because of economic or 
programmatic reasons, none of the variances 
from the balanced budget plan should be off
set. 

(b) INTRODUCTION OF THE PRESIDENT'S 
PACKAGE.- Not later than November 15, the 
message from the President required pursu
ant to subsection (a) shall be introduced as a 
joint resolution in the House of Representa
tives or the Senate by the chairman of its 
Committee on the Budget. If the chairman 
fails to do so, after November 15, the joint 
resolution may be introduced by any Mem
ber of that House of Congress and shall be re
f erred to the Committee on the Budget of 
that House. 

(c) HOUSE BUDGET COMMITTEE ACTION.- The 
Committee on the Budget of the House of 
Representatives shall, by November 15, re
port a joint resolution containing-

(1) the recommendations in the President's 
message, or different policies and proposed 
legislative changes than those contained in 
the message of the President, to ameliorate 
or eliminate any excess deficits or expendi
tures or any revenue shortfalls, or 

(2) any changes to the deficit or revenue 
targets or expenditure caps contained in this 
Act, except that any changes to the deficit 
or revenue targets or expenditure caps can
not be greater than the changes rec
ommended in the message submitted by the 
President. 

(d) PROCEDURE IF THE COMMITTEES ON THE 
BUDGET OF THE HOUSE OF REPRESENTATIVES 
OR SENATE FAILS TO REPORT REQUIRED RESO
LUTION.-

(1) AUTOMATIC DISCHARGE OF COMMITTEES ON 
THE BUDGET OF THE HOUSE.-If the Committee 
on the Budget of the House of Representa
tives fails, by November 20, to report a reso
lution meeting the requirements of sub
section (c), the committee shall be automati
cally discharged from further consideration 
of the joint resolution reflecting the Presi
dent's recommendations introduced pursuant 
to subsection (a), and the joint resolution 
shall be placed on the appropriate calendar. 

(2) CONSIDERATION OF DISCHARGE RESOLU
TION IN THE HOUSE.-If the Committee has 
been discharged under paragraph (1) above, 
any Member may move that the House of 
Representatives consider the resolution. 
Such motion shall be highly privileged and 
not debatable. It shall not be in order to con
sider any amendment to the resolution ex
cept amendments which are germane and 
which do not change the net deficit impact 
of the resolution. 

(e) CONSIDERATION OF JOINT RESOLUTION IN 
THE HOUSE.-Consideration of resolution re
ported pursuant to subsection (c) or (d) shall 
be pursuant to the procedures set forth in 
section 305 of the Congressional Budget Act 
of 1974 and subsection (d) . 
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(f) TRANSMI'ITAL TO SENATE.-If a joint res

olution passes the House of Representatives 
pursuant to subsection (e), the Clerk of the 
House of Representatives shall cause the res
olution to be engrossed, certified, and trans
mitted to the Senate within 1 calendar day 
of the day on which the resolution is passed. 
The resolution shall be referred to the Sen
ate Committee on the Budget. 

(g) REQUIREMENTS FOR SPECIAL JOINT RESO
LUTION IN THE SENATE.- The Committee on 
the Budget of the S~nate shall report not 
later than December 1-

(1) a joint resolution reflecting the mes
sage of the President; or 

(2) the joint resolution passed by the House 
of Representatives, with or without amend
ment; or 

(3) a joint resolution containing different 
policies and proposed legislative changes 
than those contained in either the message 
of the President or the resolution passed by 
the House of Representatives, to eliminate 
all or part of any excess deficits or expendi
tures or any revenue shortfalls, or 

(4) any changes to the deficit or revenue 
targets, or to the expenditure caps, con
tained in this Act, except that any changes 
to the deficit or revenue targets or expendi
ture caps cannot be greater than the changes 
recommended in the message submitted by 
the President. 

(h) PROCEDURE IF THE SENATE BUDGET COM
Ml'ITEE FAILS TO REPORT REQUIRED RESOLU
TION.-

(1) AUTOMATIC DISCHARGE OF SENATE BUDG
ET COMMI'ITEE.-In the event that the Com
mittee on the Budget of the Senate fails, by 
December 1, to report a resolution meeting 
the requirements of subsection (g), the com
mittee shall be automatically discharged 
from further consideration of the joint reso
lution reflecting the President's rec
ommendations introduced pursuant to sub
section (a) and of the resolution passed by 
the House of Representatives, and both joint 
resolutions shall be placed on the appro
priate calendar. 

(2) CONSIDERATION OF DISCHARGE RESOLU
TION IN THE SENATE.-(A) If the Committee 
has beeri discharged under paragraph (1), any 
member may move that the Senate consider 
the resolution. Such motion shall be highly 
privileged and not debatable. It shall not be 
in order to consider any amendment to the 
resolution except amendments which are 
germane and which do not change the net 
deficit impact of the resolution. 

(B) Consideration of resolutions reported 
pursuant to subsections (c) or (d) shall be 
pursuant to the procedures set forth in sec
tion 305 of the Congressional Budget Act of 
1974 and subsection (d). 

(C) If the joint resolution reported by the 
Committees on the Budget pursuant to sub
section (c) or (g) or a joint resolution dis
charged in the House of Representatives or 
the Senate pursuant to subsection (d)(l) or 
(h)(l) would eliminate less than-

(i) the entire amount by which actual or 
projected deficits exceed, or revenues fall 
short of, the targets in this Act; or 

(ii) the entire amount by which actual or 
projected outlays exceed the caps contained 
in this Act; 
then the Committee on the Budget of the 
Senate shall report a joint resolution, rais
ing the deficit targets or outlay caps, or re
ducing the revenue targets for any year in 
which actual or projected spending, revenues 
or deficits would not conform to the deficit 
and revenue targets or expenditure caps in 
this Act. 

(k) CONFERENCE REPORTS SHALL FULLY AD
DRESS DEFICIT EXCESS.-It shall not be in 

order in the House of Representatives or the 
Senate to consider a conference report on a 
joint resolution to eliminate all or part of 
any excess deficits or outlays or to eliminate 
all or part of any revenue shortfall compared 
to the deficit and revenue targets and the ex
penditure caps contained in this Act, un
less-

(1) the joint resolution offsets the entire 
amount of any overage or shortfall; or 

(2) the House of Representatives and Sen
ate both pass the joint resolution reported 
pursuant to subsection (j)(2). 
The vote on any resolution reported pursu
ant to subsection (j)(2) shall be solely on the 
subject of changing the deficit or revenue 
targets or the expenditure limits in this Act. 
SEC. 11103. EFFECT ON PRESIDENTS' BUDGET 

SUBMISSIONS; POINT OF ORDER. 
(a) BUDGET SUBMISSION.-Any budget sub

mitted by the Preside~t pursuant to section 
1105(a) of title 31, United States Code, for 
each of fiscal years 1998 through 2007 shall be 
consistent with the spending, revenue, and 
deficit levels established in sections 11104 

· and 11105 or it shall recommend changes to 
those levels 

(b) POINT OF ORDER.-It shall not be in 
order in the House of Representatives or the 
Senate to consider any concurrent resolution 
on the budget unless it is consistent with the 
spending, revenue, and deficit levels estab
lished in sections 11104 and 11105. 
SEC. 11104. DEFICIT AND REVENUE TARGETS. 

(a) CONSOLIDATED DEFICIT (OR SURPLUS) 
TARGETS.- For purposes of sections 11102 and 
11107, the consolidated deficit targets shall 
be-

( 1) for fiscal year 1998, $90,500,000,000; 
(2) for fiscal year 1999, $89,700,000,000; 
(3) for fiscal year 2000, $83,000,000,000; 
(4) for fiscal year 2001, $53,300,000,000; and 
(5) for fiscal year 2002, there shall be a sur-

plus of not less than $1,400,000,000. 
(b) CONSOLIDATED REVENUE TARGETS.- For 

purposes of sections 11102, 11107, 11201, and 
11204, the consolidated revenue targets shall 
be-

( 1) for fiscal year 1998, $1,601,800,000,000; 
(2) for fiscal year 1999, $1,664,200,000,000; 
(3) for fiscal year 2000, $1,728,100,000,000; 
(4) for fiscal year 2001, $1,805,100,000,000; and 
(5) for fiscal year 2002, $1,890,400,000,000. 

SEC. 11105. DffiECT SPENDING CAPS. 
(a) IN GENERAL.-Effective upon submis

sion of the report by OMB pursuant to sub
section (c), direct spending caps shall apply 
to all entitlement authority except for un
distributed offsetting receipts and net inter
est outlays. For purposes of enforcing direct 
spending caps under this Act, each separate 
program shown in the table set forth in sub
section (d) shall be deemed to be a category. 

(b) BUDGET COMMI'ITEE REPORTS.-Within 
30 days after enactment of this Act, the 
Budget Committees of the House of Rep
resentatives and the Senate shall file with 
their r espective Houses identical reports 
containing account numbers and spending 
levels for each specific category. 

(c) REPORT BY OMB.-Within 30 days after 
enactment of this Act, OMB shall submit to 
the President and each House of Congress a 
report containing account numbers and 
spending iimits for each specific category. 

(d) CONTENTS OF REPORTS.-All direct 
spending accounts not included in these re
ports under separate categories shall be in
cluded under the heading " Other Entitle
ments and Mandatory Spending". These re
ports may include adjustments among the 
caps set forth in this Act as required below, 
however the aggregate amount available 
under the "Total Entitlements and Other 

Mandatory Spending" cap shall be identical 
in each such report and in this Act and shall 
be deemed to have been adopted as part of 
this Act. Each such report shall include the 
actual amounts of the caps for each year of 
fiscal years 1998 through 2002 consistent with 
the concurrent resolution on the budget for 
FY 1998 for each of the following categories: 

Earned Income Tax Credit, 
Family Support, 
Federal retirement: 
Civilian/other, 
Military, 
Medicaid, 
Medicare, 
Social security, 
Supplemental security income, 
Unemployment compensation, 
Veterans' benefits, 
Medicare, 
Other entitlements and mandatory spend

ing, and 
Aggregate entitlements and other manda

tory spending. 
(e) ADDITIONAL SPENDING LIMITS.- Legisla
tion enacted subsequent to this Act may in
clude additional caps to limit spending for 
specific programs, activities, or accounts 
with these categories. Those additional caps 
(if any) shall be enforced in the same manner 
as the limits set forth in such joint explana
tory statement. 
SEC. 11106. ECONOMIC ASSUMPTIONS. 

Subject to periodic reestimation based on 
changed economic conditions or changes in 
eligible population, determinations of the di
rect spending caps under section 11105, any 
breaches of such caps, and actions necessary 
to remedy such breaches shall be based upon 
the economic assumptions set forth in the 
joint explanatory statement of managers ac
companying the concurrent resolution on 
the budget for fiscal year 1998 (House Con
current Resolution 84, 105th Congress). 
SEC. 11107. REVISIONS TO DEFICIT AND REV

ENUE TARGETS AND TO ffiE CAPS 
FOR ENTITLEMENTS AND omER 
MANDATORY SPENDING. 

(a) AUTOMATIC ADJUSTMENTS TO DEFICIT 
AND REVENUE TARGETS AND TO CAPS FOR EN
TITLEMENTS AND OTHER MANDATORY SPEND
ING.-When the President submits the budget 
under section 1105(a) of title 31, United 
States Code, for any year, OMB shall cal
culate (in the order set forth below), and the 
budget and reports shall include, adjust
ments to the deficit and revenue targets, and 
to the direct spending caps (and those limits 
as cumulatively adjusted) for the current 
year, the budget year, and each outyear, to 
reflect the following: 

(1) CHANGES TO REVENUE TARGETS.-
(A) CHANGES IN GROWTH.-For Federal reve

nues and deficits under laws and policies en
acted or effective before July 1, 1997, growth 
adjustment factors shall equal the ratio be
tween the level of year-over-year growth 
measured for the fiscal year most recently 
completed and the applicable estimated level 
for that year as described in section 11105. 

(B) CHANGES IN INFLA'l'ION .- For Federal 
revenues and deficits under laws and policies 
enacted or effective before July 1, 1997, infla
tion adjustment factors shall equal the ratio 
between the level of year-over-year growth 
measured for the fiscal year most recently 
completed and the applicable estimated level 
for that year as described in section 11105. 

(2) ADJUSTMENTS 'l'O DIREC'l' SPENDING 
CAPS.-

(A) CHANGES IN CONCEP'l'S AND DEFINI
TIONS.-The adjustments produced by 
changes in concepts and definitions shall 
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equal the baseline levels of new budget au
thority and outlays using up-to-date con
cepts and definitions minus those levels 
using the concepts and definitions in effect 
before such changes. Such changes in con
cepts and definitions may only be made in 
consultation with the Committees on Appro
priations, the Budget, and Government Re
form and Oversight and Governmental Af
fairs of the House of Representatives and the 
Senate. 

(B) CHANGES IN NET OUTLAYS.-Changes in 
net outlays for all programs and activities 
exempt from sequestration under section 
11204. 

(C) CHANGES IN INFLATION.-For direct 
spending under laws and policies enacted or 
effective on or before July 1, 1997, inflation 
adjustment factors shall equal the ratio be
tween the level of year-over-year inflation 
measured for the fiscal year most recently 
completed and the applicable estimated level 
for that years as described in section 11105 
(relating to economic assumptions). For di
rect spending under laws and policies en
acted or effective after July 1, 1997, there 
shall be no adjustment to the direct spending 
caps (for changes in economic conditions in
cluding inflation, nor for changes in numbers 
of eligible beneficiaries) unless-

(i) the Act or the joint explanatory state
ment of managers accompanying such Act 
providing new direct spending includes eco
nomic projections and projections of num
bers of beneficiaries; and 

(ii) such Act specifically provides for auto
matic adjustments to the direct spending 
caps in section 11105 based on those projec
tions. 

(D) CHANGES IN ELIGIBLE POPULATIONS.-For 
direct spending under laws and policies en
acted or effective on or before July· 1, 1997, 
the basis for adjustments under this section 
shall be the same as the projections under
lying Table A-4, CBO Baseline Projections of 
Mandatory Spending, Including Deposit In
surance (by fiscal year, in billions of dol
lars), published in An Analysis of the Presi
dent's Budgetary Proposals for Fiscal Year 
1998, March 1997, page 53. For direct spending 
under laws and policies enacted or effective 
after July 1, 1997, there shall be no adjust
ment to the direct spending caps for changes 
in numbers of eligible beneficiaries unless-

(i) the Act or the joint explanatory state
ment of managers accompanying such Act 
providing new direct spending includes eco
nomic projections and projections of num
bers of beneficiaries; and 

(ii) such Act specifically provides for auto
matic adjustments to the direct spending 
caps in section 11105 based on those projec
tions. 

(E) INTRA-BUDGETARY PAYMENTS.-From 
discretionary accounts to mandatory ac
counts. The baseline and the discretionary 
spending caps shall be adjusted to reflect 
those changes. 

(C) CHANGES TO DEFICIT TARGETS.-The def
icit targets in section 11104 shall be adjusted 
to reflect changes to the revenue targets or 
changes to the caps for entitlements ·and 
other mandatory spending pursuant to sub
section (a). 

(d) PERMISSIBLE REVISIONS TO DEFICIT AND 
REVENUE TARGETS AND DIRECT SPENDING 
CAPS.-Deficit and revenue targets and di
rect spending caps as enacted pursuant to 
sections 11104 and 11105 may be revised as fol
lows: Except as required pursuant to section 
11105(a), direct spending caps may only be 
amended by recorded vote. It shall be a mat
ter of highest privilege in the House of Rep
resentatives and the Senate for a Member of 

the House of Representatives or the Senate 
to insist on a recorded vote solely on the 
question of amending such caps. It shall not 
be in order for the Committee on Rules of 
the House of Representatives to report a res
olution waiving the provisions of this sub
section. This subsection may be waived in 
the Senate only by an affirmative vote of 
three-fifths of the Members duly chosen and 
sworn. 

Subtitle B-Enforcement Provisions 
SEC. 11201. REPORTING EXCESS SPENDING. 

(a) ANALYSIS OF ACTUAL DEFICIT, REVENUE, 
AND SPENDING LEVELS.-As soon as prac
ticable after any fiscal year, OMB shall com
pile a statement of actual deficits, revenues, 
and direct spending for that year. The state
ment shall identify such spending by cat
egories contained in section 11105. 

(b) ESTIMATE OF NECESSARY SPENDING RE
DUCTION.-Based on the statement provided 
under subsection (a), the OMB shall issue a 
report to the President and the Congress on 
December 15 of any year in which such state
ment identifies actual or projected deficits, 
revenues, or spending in the current or im
mediately preceding fiscal years in violation 
of the revenue targets or direct spending 
caps in section 11104 or 11105, by more than 
one percent of the applicable total revenues 
or direct spending for such year. The report 
shall include: 

(1) All instances in which actual direct 
spending has exceeded the applicable direct 
spending cap. 

(2) The difference between the amount of 
spending available under the direct spending 
caps for the current year and estimated ac
tual spending for the categories associated 
with such caps. 

(3) The amounts by which direct spending 
shall be reduced in the current fiscal year so 
that total actual and estimated direct spend
ing for all cap categories for the current and 
immediately preceding fiscal years shall not 
exceed the amounts available under the di
rect spending caps for such fiscal years. 

(4) The amount of excess spending attrib
utable solely to changes in inflation or eligi
ble populations. 
SEC. 11202. ENFORCING DIRECT SPENDING CAPS. 

(a) PURPOSE.-This subtitle provides en
forcement of the direct spending caps on cat
egories of spending established pursuant to 
section 11105. This section shall apply for 
any fiscal year in which direct spending ex
ceeds the applicable direct spending cap. 

(b) GENERAL RULES.-
(1) ELIMINATING A BREACH.- Each non-ex

empt account within a category shall be re
duced by a dollar amount calculated by mul
tiplying the baseline level of sequestrable 
budgetary resources in that account at that 
time by the uniform percentage necessary to 
eliminate a breach within that category. 

(2) PROGRAMS, PROJECTS, OR ACTIVITIES.
Except as otherwise provided, the same per
centage sequestration shall apply to all pro
grams, projects and activities within a budg
et account. 

(3) INDEFINITE AUTHORITY.- Except as oth
erwise provided, sequestration in accounts 
for which obligations are indefinite shall be 
taken in a manner to ensure that opligations 
in the fiscal year of a sequestration and suc
ceeding fiscal years are reduced, from the 
level that would actually have occurred, by 
the applicable sequestration percentage or 
percentages. 

(4) CANCELLATION OF BUDGETARY RE
SOURCES.-Budgetary resources sequestered 
from any account other than an trust, spe
cial or revolving fund shall revert to the 
Treasury and be permanently canceled. 

(5) IMPLEMENTING REGULATIONS.-Notwith
standing any other provision of law, admin
istrative rules or similar actions imple
menting any sequestration shall take effect 
within 30 days after that sequestration. 

SEC. 11203. SEQUESTRATION RULES. 

(a ) GENERAL RULES.-For programs subject 
to direct spending caps: 

(1) TRIGGERING OF SEQUESTRATION.-Se
questration is triggered if total direct spend
ing subject to the caps exceeds or is pro
jected to exceed the aggregate cap for direct 
spending for the current or immediately pre
ceding fiscal year. 

(2) CALCULATION OF REDUCTIONS.- Seques
tration shall reduce spending under each sep
arate direct spending cap in proportion to 
the amounts each category of direct spend
ing exceeded the applicable cap. 

(3) UNIFORM PERCENTAGES.-In calculating 
the uniform percentage applicable to the se
questration of all spending programs or ac
tivities within each category, or the uniform 
percentage applicable to the sequestration of 
nonexempt direct spending programs or ac
tivities, the sequestrable base for direct 
spending programs and activities is the total 
level of outlays for the fiscal year for those 
programs or activities in the current law 
baseline. 

(4) PERMANENT SEQUESTRATION OF DIRECT 
SPENDING.-Obligations in sequestered direct 
spending accounts shall be reduced in the fis
cal year in which a sequestration occurs and 
in all succeeding fiscal years. Notwith
standing any other provision of this section, 
after the first direct spending sequestration, 
any later sequestration shall reduce direct 
spending by an amount in addition to, rather 
than in lieu of, the reduction in direct spend
ing in place under the existing sequestration 
or sequestrations. 

(5) SPECIAL RULE.- For any direct spending 
program in which-

(A) outlays pay for entitlement benefits; 
(B) a current-year sequestration takes ef

fect after the 1st day of the budget year; 
(C) that delay reduces the amount of enti

tlement authority that is subject to seques
tration in the budget; and 

(D) the uniform percentage otherwise ap
plicable to the budget-year sequestration of 
a program or activity is increased due to the 
delay; 
then the uniform percentage shall revert to 
the uniform percentage calculated under 
paragraph (3) when the budget year is com
pleted. 

(6) INDEXED BENEFIT PAYMENTS.-If, under 
any en ti tlemen t program-

( A) benefit payments are made to persons 
or governments more frequently than once a 
year; and 

(B) the amount of entitlement authority is 
periodically adjusted under existing law to 
reflect changes in a price index (commonly 
called " cost of living adjustments"); 
sequestration shall first be applied to the 
cost of living adjustment before reductions 
are made to the base benefit. For the first 
fiscal year to which a sequestration applies, 
the benefit payment reductions in such pro
grams accomplished by the order shall take 
effect starting with the payment made at the 
beginning of January following a final se
quester. For the purposes of this subsection, 
veterans' compensation shall be considered a 
program that meets the conditions of the 
preceding sentence. 

(7) LOAN PROGRAMS.-For all loans made, 
extended, or otherwise modified on or after 
any sequestration under loan programs sub
ject ·to direct spending caps-
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(A) the sequestrable base shall be total fees 

associated with all loans made extended or 
otherwise modified on or after the date of se
questration; and 

(B) the fees paid by borrowers shall be in
creased by a uniform percentage sufficient to 
produce the dollar savings in such loan pro
grams for the fiscal year or years of the se
questrations required by this section. 
Notwithstanding any other provision of law, 
in any year in which a sequestration is in ef
fect, all subsequent fees shall be increased by 
the uniform percentage and all proceeds 
from such fees shall be paid into the general 
fund of the Treasury. 

(8) INSURANCE PROGRAMS.- Any sequestra
tion of a Federal program that sells insur
ance contracts to the public (including the 
Federal Crop Insurance Fund, the National 
Insurance Development Fund, the National 
Flood Insurance fund, insurance activities of 
the Overseas Private Insurance Corporation, 
and Veterans' Life insurance programs) shall 
be accomplished by increasing premiums on 
contracts entered into extended or otherwise 
modified, after the date a sequestration 
order takes effect by the uniform sequestra
tion percentage. Notwithstanding any other 
provision of law, for any year in which a se
questration affecting such programs is in ef
fect, subsequent premiums shall be increased 
by the uniform percentage and all proceeds 
from the premium increase shall be paid 
from the insurance fund or account to the 
general fund of the Treasury. 

(9) STATE GRANT FORMULAS.-For all State 
grant programs subject to direct spending 
caps-

( A) the total amount of funds available for 
all States shall be reduced by the amount re
quired to be sequestered; and 

(B) if States are projected to receive in
creased funding in the budget year compared 
to the immediately preceding fiscal year, se
questration shall first be applied to the esti
mated increases before reductions are made 
compared to actual payments to States in 
the previous year-

(i) the reductions shall be applied first to 
the total estimated increases for all States; 
then 

(ii) the uniform reduction shall be made 
from each State's grant; and 

(iii) the uniform reduction shall apply to 
the base funding levels available to states in 
the immediately preceding fiscal year only 
to the extent necessary to eliminate any re
maining excess over the applicable direct 
spending cap. 

(10) SPECIAL RULE FOR CERTAIN PROGRAMS.
Except matters exempted under section 11204 
and programs subject to special rules set 
forth under section 11205 and notwith
standing any other provisions of law, any se
questration required under this Act shall re
duce benefit levels by an amount sufficient 
to eliminate all excess spending identified in 
the report issued pursuant to section 11201, 
while maintaining the same uniform per
centage reduction in the monetary value of 
benefits subject to reduction under this sub
section. 

(b) WITHIN-SESSION SEQUESTER.- If a bill or 
resolution providing direct spending for the 
current year is enacted before July 1 of that 
fiscal year and causes a breach within any 
direct spending cap for that fiscal year, 15 
days later there shall be a sequestration to 
eliminate that breach within that cap. 
SEC. 11204. ENFORCING REVENUE TARGETS. 

(a) PURPOSE.- This section enforces the 
revenue targets established pursuant to sec
tion 11104. This section shall apply for any 
year in which actual revenues were less than 

the applicable revenue target in the pre:.. 
ceding fiscal year or are projected to be less 
than the applicable revenue target in the 
current year. 

(b) E STIMATE OF NECESSITY TO SUSPEND 
NEW R EVENUE REDUCTIONS.- Based on the 
statement provided under section 11201(a), 
OMB shall issue a report to the President 
and the Congress on December 15 of any year 
in which such statement identifies actual or 
projected revenues in the current or imme
diately preceding fiscal years lower than the 
applicable revenue target in section 11104, as 
adjusted pursuant to section 11106, by more 
than 1 percent of the applicable total rev
enue target for such year. The report shall 
include-

(1) all laws and policies described in sub
section (c) which would cause revenues to de
cline in the calendar year which begins Jan
uary 1 compared to the provisions of law in 
effect on December 15; 

(2) the amounts by which revenues would 
be reduced by implementation of the provi
sions of law described in paragraph (1) com
pared to provisions of law in effect on De
cember 15; and 

(3) whether delaying implementation of 
the provisions of law described in paragraph 
(1) would cause the total for revenues in the 
projected revenues in the current fiscal year 
and actual revenues in the immediately pre
ceding fiscal year to equal or exceed the 
total of the targets for the applicable years. 

(C) NO CREDITS, DEDUCTIONS, EXCLUSIONS, 
PREFERENTIAL RATE OF TAX, ETC.- If any 
provision of the Internal Revenue Code of 
1986 added by the Revenue Reconciliation 
Act of 1997 would (but for this section) first 
take effect in a tax benefit suspension year, 
such provision shall not take effect until the 
first calendar year which is not a tax benefit 
suspension year. 

END OF SUSPENSION.-If the OMB report 
issued under section (a) following a tax ben
efit suspension your indicates that the total 
of revenues projected in the current fiscal 
year and actual revenues in he immediately 
proceeding year will equal or exceed the ap
plicable targets the President shall sign an 
order ending the delayed phase-in of new tax 
cuts effective January 1. Such order shall 
provide that the new tax cuts shall take ef
fect as if the provisions of this section had 
not taken effect. 

(e) SUSPENSION OF BENEFITS BEING PHASED 
IN.-If, under any provision of the Internal 

· Revenue Code of 1986, there is an increase in 
any benefit which would (but for this sec
tion) take effect with respect to a tax benefit 
suspension year, in lieu of applying sub
section (c)-

(1) any increase in the benefit under such 
section with respect to such year and each 
subsequent calendar year shall be delayed 1 
calendar year, and 

(2) the level of benefit under such section 
with respect to the prior calendar year shall 
apply to such tax benefit suspension year. 

(f) P ERCENTAGE SUSPENSION WHERE FULL 
SUSPEN ION UNNECESSARY TO ACHIEVE REV
ENUE TARGET.- If the application of sub
sections (c), (d), and (e) to any tax benefit 
suspension year would (but for this sub
section) (1) all laws and policies described in 
subsection (c) which would cause revenues to 
decline in the calendar year which begins 
January 1 compared to the provisions of law 
in effect on December 15; subsections (c), (d), 
and (e) shall be applied such that the amount 
of each benefit which is denied is only the 
percentage of such benefit which is necessary 
to result in revenues equal to such target. 
Such percentage shall be determined by 

OMB, and the same percentage shall apply to 
such benefits. 

(g) TAX BENEFIT SUSPENSION YEAR.-For 
purposes of this section, the term "tax ben
efit suspension year" means any calendar 
year if the statement issued under sub
section (b) during the preceding calendar 
year indicates that-

(1) for the fiscal year ending in such pre
ceding calendar year, actual revenues were 
lower than the applicable revenue target in 
section 11104, as adjusted pursuant to section 
11106, for such fiscal year by more than 1 per
cent of such target, or 

(2) for the fiscal year beginning in such 
preceding calendar year, projected revenues 
(determined without regard to this section) 
are estimated to be lower than the applicable 
revenue target in section 11104, as adjusted 
pursuant to section 11106, for such fiscal year 
by more than 1 percent of such target. 
SEC. 11205. EXEMPT PROGRAMS AND ACTIVITIES. 

The following budget accounts, activities 
within accounts, or income shall be exempt 
from sequestration-

(!) net interest; 
(2) all payments to trust funds from excise 

taxes or other receipts or collections prop
erly creditable to those trust funds; 

(3) offsetting receipts and collections; 
(4) all payments from one Federal direct 

spending budget account to another Federal 
budget account; 

(5) all intragovernmental funds including 
those from which funding is derived pri
marily from other Government accounts; 

(6) expenses to the extent they result from 
private donations, bequests, or voluntary 
contributions to the Government; 

(7) nonbudgetary activities, including but 
not limited to-

(A) credit liquidating and financing ac
counts; 

(B) the Pension Benefit Guarantee Cor-
poration Trust Funds; 

(C) the Thrift Savings Fund; 
(D) the Federal Reserve System; and 
(E) appropriations for the District of Co

lumbia to the extent they are appropriations 
of locally raised funds; 

(8) payments resulting from Government 
insurance, Government guarantees, or any 
other form of contingent liability, to the ex
tent those payments result from contractual 
or other legally binding commitments of the 
Government at the time of any sequestra
tion; 

(9) the following accounts, which largely 
fulfill requirements of the Constitution or 
otherwise make payments to which the Gov
ernment is committed-

Bureau of Indian Affairs, miscellaneous 
trust funds, tribal trust funds (14-9973--0-7-
999); 

Claims, defense; 
Claims, judgments and relief act (20-1895---0-

1-806); 
Compact of Free Association, economic as

sistance pursuant to Public Law 99-658 (14-
0415---0-1-806); 

Compensation of the President (11-0001-0-
1-802); 

Customs Service, miscellaneous permanent 
appropriations (20-9992-0-2-852); 

Eastern Indian land claims settlement 
fund (14-2202-0-1-806); 

Farm Credit System Financial Assistance 
Corporation, interest payments (20-1850-0-1-
351); 

Internal Revenue collections of Puerto 
Rico (20-5737-0-2-852); 

Payments of Vietnam and USS Pueblo 
prisoner-of-war claims (15-0104-0-1-153): 

Payments to copyright owners (03-5175---0-2-
376); 
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Salaries of Article III judges (not including 

cost of living adjustments); 
Soldier's and Airman's Home, payment of 

claims (84-8930--0-7-705); 
Washington Metropolitan Area Transit Au

thority, interest payments (46-0300--0-1-401); 
(10) the following noncredit special, revolv

ing, or trust-revolving funds-
Exchange Stabilization Fund (20-4444--0-3-

155); and 
Foreign Military Sales trust fund (11-82232-

0--7- 155). 
(j) OPTIONAL EXEMPTION OF MILITARY PER

SONNEL.-
(1) The President may, with respect to any 

military personnel account, exempt that ac
count from sequestration or provide for a 
lower uniform percentage reduction that 
would otherwise apply. 

(2) The President may not use the author
ity provided by paragraph (1) unless he noti
fies the Congress of the manner in which 
such authority will be exercised on or before 
the initial snapshot date for the budget year. 
SEC. 11206. SPECIAL RULES. 

(a) CHILD SUPPORT ENFORCEMENT PRO
GRAM.-Any sequestration order shall accom
plisl;l the full amount of any required reduc
tion in payments under sections 455 and 458 
of the Social Security Act by reducing the 
Federal matching rate for State administra
tive costs under the program, as specified 
(for the fiscal year involved) in section 455(a) 
of such Act, to the extent necessary to re
duce such expenditures by that amount. 

(b) COMMODITY CREDIT CORPORATION.-
(1) EFFEC'I'IVE DATE.-For the Commodity 

Credit Corporation, the date on which a se
questration order takes effect in a fiscal year 
shall vary for each crop of a commodity. In 
general, the sequestration order shall take 
effect when issued, but for each crop of a 
commodity for which 1-year contracts are 
issued as an entitlement, the sequestration 
order shall take effect with the start of the 
sign-up period for that crop that begins after 
the sequestration order is issued. Payments 
for each contract in such a crop shall be re
duced under the same terms and conditions. 

(2) DAIRY PROGRAM.-
(A) As the sole means of achieving any re

duction in outlays under the milk price-sup
port program, the Secretary of Agriculture 
shall provide for a reduction to be made in 
the price received by producers for all milk 
in the United States and marketed by pro
ducers for commercial use. 

(B) That price reduction (measured in 
cents per hundred-weight of milk marketed) 
shall occur under subparagraph (A) of sec
tion 201(d)(2) of the Agricultural Act of 1949 
(7 U.S.C. 1446(d)(2)(A)), shall begin on the day 
any sequestration order is issued, and shall 
not exceed the aggregate amount of the re
duction in outlays under the milk price-sup
port program, that otherwise would have 
been achieved by reducing payments made 
for the purchase of milk or the products of 
milk under this subsection during that fiscal 
year. 

(3) EFFECT OF DELAY.- For purposes of sub
section (b)(l), the sequestrable base for Com
modity Credit Corporation is the current
year level of gross outlays resulting from 
new budget authority that is subject to re
duction under paragraphs (1) and (2). 

(4) CERTAIN AUTHORITY NOT TO BE LIMITED.
Nothing in this Act shall restrict the Cor
poration in the discharge of its authority 
and responsibility as a corporation to buy 
and sell commodities in world trade, or limit 
or reduce in any way any appropriation that 
provides the Corporation with funds to cover 
its realized losses. 

(C) EARNED INCOME TAX CREDIT.-
(1) The sequestrable base for earned income 

tax credit program is the dollar value of all 
current year benefits to the entire eligible 
population. 

(2) In the event sequestration is triggered 
to reduce earned income tax credits, all 
earned income tax credits shall be reduced, 
whether or not such credits otherwise would 
result in cash payments to beneficiaries, by 
a uniform percentage sufficient to produce 
the dollar savings required by the sequestra
tion. 

(d) REGULAR AND EXTENDED UNEMPLOYMENT 
COMPENSATION.-

(1) A State may reduce each weekly benefit 
payment made under the regular and ex
tended unemployment benefit programs for 
any week of unemployment occurring during 
any period with respect to which payments 
are reduced under any sequestration order by 
a percentage not to exceed the percentage by 
which the Federal payment to the State is to 
be reduced for such week as a result of such 
order. 

(2) A reduction by a State in accordance 
with paragraph (1) shall not be considered as 
a failure to fulfill the requirements of sec
tion 3304(a)(ll) of the Internal Revenue Code 
of 1986. 

(e) FEDERAL EMPLOYEES HEALTH BENEFITS 
FUND.- For the Federal Employees Health 
Benefits Fund, a sequestration order shall 
take effect with the next open season. The 
sequestration shall be accomplished by an
nual payments from that Fund to the Gen
eral Fund of the Treasury. Those annual 
payments shall be financed solely by charg
ing higher premiums. The sequestrable base 
for the Fund is the current-year level of 
gross outlays resulting from claims paid 
after the sequestration order takes effect. 

(f) FEDERAL HOUSING FINANCE BOARD.
Any sequestration of the Federal Housing 
Board shall be accomplished by annual pay
ments (by the end of each fiscal year) from 
that Board to the general fund of the Treas
ury, in amounts equal to the uniform seques
tration percentage for that year times the 
gross obligations of the Board in that year. 

(g) FEDERAL PAY.-
(1) IN GENERAL.- New budget authority to 

pay Federal personnel from direct spending 
accounts shall be reduced by the uniform 
percentage calculated under section 
11203(c)(3), as applicable, but no sequestra
tion order may reduce or have the effect of 
reducing the rate of pay to which any indi
vidual is entitled under any statutory pay 
system (as increased by any amount payable 
under section 5304 of title 5, United States 
Code, or any increase in rates of pay which 
is scheduled to take effect under section 5303 
of title 5, United States Code, section 1109 of 
title 37, United States Code, or any other 
provision of law. 

(2) DEFINITIONS.-For purposes of this sub
section-

(A) the term "statutory pay system" shall 
have the meaning given that term in section 
5302(1) of title 5, United States Code; 
term "elements of military pay" means-

(i) the elements of compensation of mem
bers of the uniformed services specified in 
section 1009 of title 37, United States Code; 

(ii) allowances provided members of the 
uniformed services under sections 403(a) and 
405 of such title; and 

(iii) cadet pay and midshipman pay under 
section 203(c) of such title; and 

(C) the term " uniformed services" shall 
have the same meaning given that term in 
section 101(3) of title 37, United States Code. 

(h) MEDICARE.-

(1) TIMING OF APPLICATION OF REDUCTIONS.
(A) IN GENERAL.- Except as provided in 

subparagraph (B), if a reduction is made in 
payment amounts pursuant to sequestration 
order, the reduction shall be applied to pay
ment for services furnished after the effec
tive date of the order. For purposes of the 
previous sentence, in the case of inpatient 
services furnished for an individual, the serv
ices shall be considered to be furnished on 
the date of the individual 's discharge from 
the inpatient facility. 

(B) PAYMENT ON 'I'HE BASIS OF COST REPORT
ING PERIODS.- In the case in which payment 
for services of a provider of services is made 
under title XVIII of the Social Security Act 
on a basis relating to the reasonable cost in
curred for the services during a cost report
ing period of the provider, if a reduction is 
made in payment amounts pursuant to a se
questration order, the reduction shall be ap
plied to payment for costs for such services 
incurred at any time during each cost re
porting period of the provider any part of 
which occurs after the effective date of 
order, but only (for each such cost reporting 
period) in the same proportion as the frac
tion of the cost reporting period that occurs 
after the effective date of the order. 

(2) NO INCREASE IN BENEFICIARY CHARGES IN 
ASSIGNMENT-RELATED CASES.-If a reduction 
in payment amounts is made pursuant to a 
sequestration order for services for which 
payment under part B of title XVIII of the 
Social Security Act is made on the basis of 
an assignment described in section 
1842(b)(3)(B)(ii), in accordance with section 
1842(b)(6)(B), or under the procedure de
scribed in section 1870(f)(l) of such Act, the 
person furnishing the services shall be con
sidered to have accepted payment of the rea
sonable charge for the services, less any re
duction in payment amount made pursuant 
to a sequestration order, as payment in full. 

(3) PART B PREMIUMS.-In computing the 
amount and method of sequestration from 
part B of title XVIII of the Social Security 
Aqt-

(A) the amount of sequestration shall be 
calculated by multiplying the total amount 
by which Medicare spending exceeds the ap
propriate spending cap by a percentage that 
reflects the ratio of total spending under 
Part B to total Medicare spending; and 

(B) sequestration in the Part B program 
shall be accomplished by increasing pre
miums to beneficiaries. 

(4) NO EFFECT ON COMPUTATION OF AAPCC.
In computing the adjusted average per capita 
cost for purposes of section 1876(a)(4) of the 
Social Security Act, the Secretary of Health 
and Human Services shall not take into ac
count any reductions in payment amounts 
which have been or may be effected under 
this part. 

(i) POSTAL SERVICE FUND.- Any sequestra
tion of the Postal Service Fund shall be ac
complished by annual payments from that 
Fund to the General Fund of the Treasury, 
and the Postmaster General of the United 
States and shall have the duty to make 
those payments during the first fiscal year 
to which the sequestration order applies and 
each succeeding fiscal year. The amount of 
each annual payment shall be-

(1) the uniform sequestration percentage, 
times 

(2) the estimated gross obligations of the 
Postal Service Fund in that year other than 
those obligations financed with an appro
priation for revenue forgone that year. 
Any such payment for a fiscal year shall be 
made as soon as possible during the fiscal 
year, except that it may be made in install
ments within that year if the payment 
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schedule is approved by the Secretary of the 
Treasury. Within 30 days after the sequestra
tion order is issued, the Postmaster General 
shall submit to the Postal Rate Commission 
a plan for financing the annual payment for 
that fiscal year and publish that plan in the 
Federal Register. The plan may assume effi
ciencies in the operation of the Postal Serv
ice, reductions in capital expenditures, in
creases in the prices of services, or any com
bination, but may not assume a lower Fund 
surplus or higher Fund deficit and shall fol
low the requirements of existing law gov
erning the Postal Service in all other re
spects. Within 30 days of the receipt of that 
plan, the Postal Rate Commission shall ap
prove the plan or modify it in the manner 
that modifications are allowed under current 
law. If the Postal Rate Commission does not 
respond to the plan within 30 days, the plan 
submitted by the Postmaster General shaH 
go into effect. Any plan may be later revised 
by the submission of a new plan to the Post
al Rate Commission, which may approve or 
modify it. 

(j) POWER MARKETING ADMINISTRATIONS 
AND T.V.A.- Any sequestration of the De
partment of Energy power marketing admin
istration funds or the Tennessee Valley Au
thority fund shall be accomplished by annual 
pay men ts from those funds to the General 
Fund of the Treasury, and the administra
tors of those funds shall have the duty to 
make those payments during the fiscal year 
to which the sequestration order applies and 
each succeeding fiscal year. The amount of 
each payment by a fund shall be-

(1) the direct spending uniform sequestra
tion percentage, times 

(2) the estimated gross obligations of the 
fund in that year other than those obliga
tions financed from discretionary appropria
tions for that year. 
Any such payment for a fiscal year shall be 
made as soon as possible during the fiscal 
year, except that it may be made in install
ments within that year if the payment 
schedule is approved by the Secretary of the 
Treasury. Annual payments by a fund may 
be financed by reductions in costs required 
to produce the pre-sequester amount of 
power (but those reductions shall not include 
reductions in the amount of power supplied 
by the fund), by reductions in capital ex
penditures, by increases in tax rates, or by 
any combination, but may not be financed 
by a lower fund surplus, a higher fund def
icit, additional borrowing, delay in repay
ment of principal on outstanding debt and 
shall follow the requirements of existing law 
governing the fund in all other respects. The 
administrator of a fund or the TVA Board is 
authorized to take the actions specified in 
this subsection in order to make the annual 
payments to the Treasury. 

(k) BUSINESS-LIKE TRANSACTIONS.-Not
withstanding any other provision of law, for 
programs which provide a business-like serv
ice in exchange for a fee, sequestration shaH 
be accomplished through a uniform increase 
in fees (sufficient to produce the dollar sav
ings in such programs for the fiscal year of 
the sequestration required by section 
11201(a)(2), all subsequent fees shall be in
creased by the same percentage, and all pro
ceeds from such fees shall be paid into the 
general fund of the Treasury, in any year for 
which a sequester affecting such programs 
are in effect. · 
SEC. 11207. THE CURRENT LAW BASELINE. 

(a) SUBMISSION OF REPORTS.- CBO and OMB 
shall submit to the President and the Con
gress reports setting forth the budget base
lines for the budget year and the next nine 

fiscal years. The CBO report shall be sub
mitted on or before January 15. The OMB re
port shall accompany the President's budget. 

(b) DETERMINATION OF THE BUDGET BASE
LINE.-(!) The budget baseline shall be based 
on the common economic assumptions set 
forth in . section 11106, adjusted to reflect re
visions pursuant to subsection (c). 

(2) The budget baseline shall consist of a 
projection of current year levels of budget 
authority, outlays, revenues and the surplus 
or deficit into the budget year and the rel
evant outyears based on current enacted 
laws as of the date of the projection. 

(3) For discretionary spending items, the 
baseline shall be the spending caps in effect 
pursuant to section 601(a)(2) of the Congres
sional Budget Act of 1974. For years for 
which Uiere are no caps, the baseline for dis
cretionary spending shall be the same as the 
last year for which there were statutory 
caps. 

(4) For all other expenditures and for reve
nues, the baseline shall be adjusted by com
paring unemployment, inflation, interest 
rates, growth and other economic indicators
and changes ineligible population-for the 
most recent period for which actual data are 
available, compared to the assumptions con
tained in section 11106. 

(c) REVISIONS TO THE BASELINE.-The base
line shall be adjusted for up-to-date eco
nomic assumptions when CBO submits its 
Economic and Budget Update and when OMB 
submits its budget update, and by August 1 
each year, when CBO and OBM submit their 
midyear reviews. 
SEC. 11208. LIMITATIONS ON EMERGENCY SPEND· 

ING. 
(a) IN GENERAL.-(1) Within the discre

tionary caps for each fiscal year contained in 
this Act, an amount shall be withheld from 
allocation to the appropriate committees of 
the House of Representatives and of the Sen
ate and reserved for natural disasters and 
other emergency purposes. 

(2) Such amount for each such fiscal year 
shall not be less than 1 percent of total budg
et authority and outlays available within 
those caps for that fiscal year. 

(3) The amounts reserved pursuant to this 
subsection shall be made available for allo
cation to such committees only if-

(A) the President has made a request for 
such disaster funds; 

(B) the programs to be funded are included 
in such request; and 

(C) the projected obligations for unforeseen 
emergency needs exceed the 10-year rolling 
average annual expenditures for existing pro
grams included in the Presidential request 
for the applicable fiscal year. 

(4) Notwithstanding any other provision of 
law-

(A) States and localities shall be required 
to maintain effort and ensure that Federal 
assistance payments do not replace, subvert 
or otherwise have the effect of reducing reg
ularly budgeted State and local expenditures 
for law enforcement, refighting, road con
struction and maintenance, building con
struction and maintenance or any other cat
egory of regular government expenditure (to 
ensure that Federal disaster payments are 
made only for incremental costs directly at
tributable to unforeseen disasters, and do 
not replace or reduce regular State and local 
expenditures for the same purposes); 

(B) the President may not take adminis
trative action to waive any requirement for 
States or localities to make minimum 
matching payments as a condition or receiv
ing Federal disaster assistance and prohibit 
the President from taking administrative ac-

tion to waive all or part of any repayment of 
Federal loans for the State or local matching 
share required as a condition of receiving 
Federal disaster assistance, and this clause 
shall apply to all matching share require
ments and loans to meet matching share re
quirements under the Robert T . Stafford Dis
aster Relief and Emergency Assistance Act 
(42 U.S.C. 5121 et seq.) and any other Acts 
pursuant to which the President may declare 
a disaster or disasters and States and local
ities otherwise qualify for Federal disaster 
assistance; and 

(C) a two-thirds vote in each House of Con
gress shall be required for each emergency to 
reduce or waive the State matching require
ment of to forgive all or part of loans for the 
State matching share as required under the 
Robert T. Stafford Disaster Relief and Emer
gency Assistance Act. 

(b) EFFECT BUDGET RESOLUTIONS.-(!) All 
concurrent resolutions on the budget (in
cluding revisions) shall specify the amount 
of new budget authority and outlays within 
the discretionary spending cap that shall be 
withheld from allocation to the committees 
and reserved for natural disasters, and a pro
cedure for releasing such funds for allocation 
to the appropriate committee. The amount 
withheld shall be equal to 1 percent of the 
total discretionary spending cap for fiscal 
year covered by the resolution, unless addi
tional amounts are specified. 

(2) The procedure for allocation of the 
amounts pursuant to paragraph (1) shall en
sure that the funds are released for alloca
tion only pursuant to the conditions con
tained in subsection (a)(3)(A) through (C). 

(C) RESTRICTION ON USE OF F UNDS.- Not
withstanding any other provision of law, the 
amount reserved pursuant to subsection (a) 
shall not be available for other than emer
gency funding requirements for particular 
natural disasters or national security emer
gencies so designated by Acts of Congress. 

(d) NEW POINT O.F' ORDER.-(!) Title IV of 
the Congressional Budget Act of 1974 is 
amended by adding at the end the following 
new section: · 

"POINT OF ORDER REGARDING EMERGENCIES 
" SEC. 408. It shall not be in order in the 

House of Representatives or the Senate to 
consider any bill or joint resolution, or 
amendment thereto or conference report 
thereon. containing an emergency designa
tion for purposes of section 251(b)(2)(D) or 
252(e) of the Balanced Budget and Emergency 
Deficit Control Act of 1985 or of section 11207 
of the Balanced Budget Assurance Act of 1997 
if it also provides an appropriation or direct 
spending for any other item or contains any 
other matter. but that bill or joint resolu
tion, amendment, or conference report may 
contain rescissions of budget authority or re
ductions of direct spending, or that amend
ment may reduce amounts for that emer
gency.". 

(2) The table of contents set forth in sec
tion l(b) of the Congressional Budget and Im
poundment Control Act of 1974 is amended by 
inserting after the item relating to section 
407 the following new item: 
" Sec. 408. Point of order regarding emer

gencies.''. 
Mr. BROWN of Ohio (during the read

ing). Mr. Speaker, I ask unanimous 
consent that the motion to recommit 
be considered as read and printed in 
the RECORD. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Ohio? 

There was no objection. 
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POINT OF ORDER 

Mr. THOMAS. Mr. Speaker, I rise to 
a point of order that the amendment is 
not germane to the bill. 

The SPEAKER pro tempore. The gen
tleman will state his point of order. 

Mr. THOMAS. Mr. Speaker, the budg
et process prov1s10ns prospectively 
amend another bill; that is, H.R. 2014, 
the Revenue Reconciliation Act of 1997, 
specifically section 11204(c). It suspends 
provisions in the Internal Revenue 
Code that are added by H.R. 2014 and is, 
therefore, beyond the scope. 

The SPEAKER pro tempore. Does the 
gentleman from Texas [Mr. STENHOLM] 
wish to be heard on the point of order? 

Mr. STENHOLM. Yes, Mr. Speaker. 
The SPEAKER pro tempore. The 

Chair recognizes the gentleman from 
Texas [Mr. STENHOLM]. 

Mr. STENHOLM. Mr. Speaker, in ris
ing to speak to the point of order, I 
will couple it with a parliamentary in
quiry. It was my understanding, since 
the item in question is the enforcement 
mechanisms of the budget, what this 
motion to recommit includes is the en
tire Minge-Barton amendment that 
was denied an opportunity to be on the 
floor under the rule. 

In the colloquy that occurred this 
morning, it was my understanding, and 
at least my friends on the other side of 
the aisle who acceded to this, that this 
would eventually be heard in a sepa
rate bill on the floor by July 24. In so 
doing, it would then be coupled, assum
ing it passes, would be coupled with the 
reconciliation bill so that the final 
conference report would include, if the 
House chooses to include this in the 
language of the bill, would be voted 
upon. 

My question, Mr. Speaker, if that is 
the case, how can it be out of order for 
us to consider this amendment today 
when it will be in order to consider it 
on July 24? 

The SPEAKER pro tempore. The 
Chair would respond by saying that he 
cannot make a determination as to 
what the legislative situation would be 
at some future date 3 weeks from now. 

Mr. STENHOLM. Continuing my 
question as to the point of order, if it 
is the parliamentary judgment today 
that this is not in order to be heard as 
a motion to recommit, under what cir
cumstance could it be possible for us to 
consider this at a later date? 

The SPEAKER pro tempore. The 
Chair cannot anticipate what the con
ferees on this bill might do. That is 
something that will be considered at a 
future date. 

Mr. STENHOLM. So the judgment of 
the Speaker is that today it is out of 
order but it might be in order at a later 
date? 

The SPEAKER pro tempore. The 
Chair is not going to engag·e in some 
sort of hypothetical consideration as to 
what might take place several weeks 
from now. 

Does the gentleman wish to be heard 
further on the point of order? 

Mr. STENHOLM. Mr. Speaker, I 
would say this is a very curious cir
cumstance, but I hope the entire House 
is listening because this is a very im
portant matter for a lot of us who are 
supporting this entire budget process. I 
am very worried to have this amend
ment as part of the recommittal be 
held out of order and then have hope 
that perhaps in the future it will be in 
order. That bothers me, but I respect 
the Chair's decision today. 

The SPEAKER pro tempore. Does the 
gentleman from Ohio [Mr. BROWN] wish 
to be heard on the point of order? 

Mr. BROWN of Ohio. No, Mr. Speak
er. We concede the point of order. 

The SPEAKER pro tempore. The gen
tleman concedes the point of order? 

Mr. BROWN of Ohio. We await the 
ruling of the Chair, Mr. Speaker. 

The SPEAKER pro tempore. The gen
tleman from California makes a point 
of order that the amendment contained 
in the motion to recommit with in
structions is not germane to the bill. 
While the test of germaneness in this 
instance is measured against the bill as 
whole, the Chair notes that a portion 
of the amendment makes provisions of 
another bill not presently before the 
House, namely, the Revenue Reconcili
ation Act of 1997, contingent on achiev
ing revenue targets in future fiscal 
years. 

As such, the amendment is a prospec
tive indirect change in a bill not yet 
considered by the House. The Chair 
holds that the amendment is thus not 
germane to the bill, H.R. 2015, and sus
tains the point of order. 

MOTION TO RECOMMIT OFFERED BY MR. BROWN 
OF OHIO 

Mr. BROWN of Ohio. Mr. Speaker, I 
offer a motion to recommit. 

The SPEAKER pro tempore. Is the 
gentleman still opposed to the bill? 

Mr. BROWN of Ohio. Yes, Mr. Speak
er, I am, more so than when the Chair 
asked the last time. 

The SPEAKER pro tempore. The 
Clerk will report the motion. 

The Clerk read as follows: 
Mr. BROWN of Ohio moves to recommit the 

bill H.R. 2015 to the Committee on the Budg
et with instructions to report the same back 
to the House forthwith with the following 
amendment: 

Strike subtitle F of title III and insert the 
following: 
Subtitle F-Child Health Insurance Initiative 

Act of 1997 
SEC. 3500. SHORT TITLE OF SUBTITLE. 

This subtitle may be cited as the " Child 
Health Insurance Initiative Act of 1997". 

CHAPTER I-IMPROVED OUTREACH 
SEC. 3501. GRANT PROGRAM TO PROMOTE OUT

REACH EFFORTS. 
(a) AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated, for 
each fiscal year beginning with fiscal year 
1998 to the Secretary of Health and Human 
Services, $25,000,000 for grants to States, lo
calities, and nonprofit entities to promote 

outreach efforts to enroll eligible children 
under the medicaid program under title XIX 
of the Social Security Act (42 U.S.C. 1396 et 
seq.) and related programs. 

(b) USE OF FUNDS.-Funds under this sec
tion may be used to reimburse States, local
ities, and nonprofit entities for additional 
training and administrative costs associated 
with outreach activities. Such activities in
clude the following: 

(1) USE OF A COMMON APPLICATION FORM FOR 
FEDERAL CHILD ASSISTANCE PROGitAMS.-Im
plementing use of a single application form 
(established by the Secretary and based on 
the model application forms developed under 
subsections (a) and (b) of section 6506 of the 
Omnibus Budget Reconciliation Act of 1989 
(42 U.S.C. 701 note; 1396a note)) to determine 
the eligibility of a child or the child's family 
(as applicable) for assistance or benefits 
under the medicaid program and under other 
Federal child assistance programs (such as 
the temporary assistance for needy families 
program under part A of title IV of the So
cial Security Act (42 U.S.C. 601 et seq.), the 
food stamp program, as defined in section 
3(h) of the Food Stamp Act of 1977 (7 U.S.C. 
2012(h)), and the State program for foster 
care maintenance payments and adoption as~ 
sistance payments under part E of title IV of 
the Social Security Act (42 U.S.C. 670 et 
seq.)). 

(2) EXPANDING OUTSTATIONING OF ELIGI
BILITY PERSONNEL.-Providing for the sta
tioning of eligibility workers at sites, such 
as hospitals and health clinics, at which chil
dren receive health care or related services. 

(C) APPLICATION, ETC.-Funding shall be 
made available under this section only upon 
the approval of an application by a State, lo
cality, or nonprofit entity for such funding 
and only upon such terms and conditions as 
the Secretary specifies. 

(d) ADMINISTRA'l'ION.-The Secretary may 
administer the grant program under this sec
tion through the identifiable administrative 
unit designated under section 509(a) of the 
Social Security Act (42 U.S.C. 709(a)) to pro
mote coordination of medicaid and maternal 
and child health activities and other child 
health related activities. 

CHAPTER 2-MEDIKIDS PROGRAM 
SEC. 3521. STATE ENTITLEMENT TO PAYMENT 

FOR MEDIKIDS PROGRAM. 
(a) IN GENERAL.-Each State that has a 

plan for a child health insurance program, or 
MediKids program, approved by the Sec
retary is entitled to receive, from amounts 
in the Treasury not otherwise appropriated 
and for each fiscal year beginning with fiscal 
year 1998, payment of the amounts provided 
under section 3523. 

(b) APPLICATION.-The Secretary shall es
tablish a procedure for the submittal and ap
proval of plans for MediKids programs under 
this chapter. The Secretary shall approve 
the plan of a State for such a program if the 
Secretary determines that-

(1) the State is meeting the medicaid cov
erage requirements of section 3522(a), and 

(2) the plan provides assurances satisfac
tory to the Secretary that the MediKids pro
gram will be conducted consistent with the 
applicable requirements of section 3522. 
SEC. 3522. REQUIREMENTS FOR APPROVAL OF 

MEDIKIDS PROGRAM. 
(a) ADEQUATE MEDICAID COVERAGE.-The 

medicaid coverage requirements of this sub
section are the following: 

(1) COVERAGE OF PREGNANT WOMEN AND 
CHILDREN AND INF ANTS UP TO 185 PERCENT OF 
POVERTY.-The State has established 185 per
cent of the poverty line as the applicable 
percentage under section 1902(1)(2)(A) of the 
Social Security Act (42 U.S.C. 1396a(l)(2)(A)). 
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(2) COVERAGE OF CHILDREN UP TO 19 YEARS 

OF AGE.-The State provides, either through 
exercise of the option under section 
1902(l)(l)(D) of such Act (42 U.S.C. 
1396a(l)(l)(D)) or authority under section 
1902(r)(2) of such Act (42 U.S.C. 1396a(r)(2)) for 
coverage under section 1902(l)(l)(D) of such 
Act of individuals under 19 years of age, re
gardless of date of birth. 

(3) MAIN'l'ENANCE OF EFFORT.-
(A) MEDICAID.-Subject to subparagraph 

(B), the State-
(i) has not modified the eligibility require

ments for children under the State medicaid 
plan, as in effect on January 1, 1997 in any 
manner that would have the effect of reduc
ing the eligib111 ty of children for coverage 
under such plan, and 

(ii) will use the funds provided under this 
chapter to supplement and not supplant 
other Federal and State funds. 

(B) w AIVER EXCEPTION .-Subparagraph (A) . 
shall not apply to modifications made pursu
ant to an application for a waiver under sec
tion 1115 of the Social Security Act (42 
U.S.C. 1315) submitted before January 1, 1997. 

(b) COVERAGE OF UNINSURED CHILDREN.-
(!) IN GENERAL.-A MediKids program shall 

not provide benefits for children who are 
otherwise covered for such benefits under a 
medicaid plan or under a group heal th plan, 
health insurance coverage, or other health 
benefits coverage, but may expend funds for 
outreach and other activities in order to pro
mote coverage under such plans. 

(2) CONSTRUCTION.-Nothing in this sub
section shall be construed as requiring a 
MediKids plan of a State to provide coverage 
for all near poverty level children described 
in paragraph (1) who are residing in the 
State. 

(C) MEDICAID-EQUIVALENT BENEFITS.- Sub
ject to subsection (d), a MediKids program 
shall provide benefits to eligible children for 
the equivalent items and services for which 
medical assistance is available (other than 
cost sharing) to children under the State's 
medicaid plan. 

(d) PREMIUMS AND COST-SHARING.-
(!) IN GENERAL.-Subject to paragraphs (2) 

and (3), a MediKids program may-
(A) require the payment of premiums as a 

condition for coverage, but only for a cov
ered child whose family income exceeds the 
poverty line; 

(B) impose deductibles, coinsurance, co
payments, and other forms of cost-sharing 
with respect to benefits under the program; 
and 

(C) vary the levels of premiums, 
deductibles, coinsurance, copayments, and 
other cost-sharing based on a sliding scale 
related to the family income of the covered 
child. 

(2) LIMITS ON PREMIUMS AND COST-SHAR
ING.-The Secretary shall establish limits on 
the amount of cost-sharing expenses (includ
ing premiums, deductibles, coinsurance, co
payments, and any other required financial 
contribution) that may be applied under the 
program. Such limits shall assure that total 
cost sharing expenses for children partici
pating in such program are reasonable in re
lation to the income of their family (and 
taking into account the other types of ex
penses generally incurred by such families 
and family size) and that such cost sharing 
expenses do not unreasonably reduce access 
to the coverage or covered services provided 
under such program. 

(3) NO COST SHARING FOR PREVENTIVE SERV
ICES.-A MediKids program may not impose 
deductibles, coinsurance, copayments, or 
similar cost sharing for preventive services. 

SEC. 3523. PAYMENT AMOUNTS. 
(a) TOTAL AMOUNT AVAILABLE.-
(1) IN GENERAL.-The total amount of funds 

that is available for payments under this 
chapter in any fiscal year is the base amount 
specified in paragraph (2) for the fiscal year 
reduced by the amount specified under para
graph (3) for the fiscal year. 

(2) BASE AMOUNT.-The base amount speci
fied under this paragraph for fiscal year 1998 
and any subsequent fiscal year is 
$2,805,000,000. 

(3) OFFSET FOR CERTAIN INCREASED MED
ICAID EXPENDITURES.-

(A) IN GENERAL.-Subject to subparagraph 
(B), the amount specified under this para
graph for a fiscal year is the amount of ag
gregate additional Federal expenditures 
under made title XIX of the Social Security 
Act during the fiscal year that the Secretary 
estimates, before the beginning of the fiscal 
year, is attributable to imposition of the 
conditions described in section 3522(a). For 
purposes of applying the previous sentence, 
any Fedl:lral expenditures that result from an 
increase in the applicable percentage under 
section 1902(1)(2)(A) of the Social Security 
Act above the percentage in effect as of June 
25, 1997, or from any exercise of an option de
scribed in section 3522(a)(2) effected on or 
after such date, shall be treated as addi
tional Federal expenditures attributable to 
the imposition of the conditions described in 
section 3522(a). 

(B) ADJUSTMENT TO REFLECT ACTUAL EX
PENDITURES.-After the end of each fiscal 
year, the Secretary shall determine the ac
tual amount of the additional Federal ex
penditures described in subparagraph (A) for 
the fiscal year. The Secretary shall adjust 
the amount otherwise specified under sub
paragraph (A) for subsequent years to take 
into account the amount by which the 
amounts estimated for previous fiscal years 
under such subparagraph were greater, or 
less than, the actual amount of the expendi
tures for such years. 

(b) ALLOTMENT AMONG STATES.-
(1) IN GENERAL.-The Secretary shall estab

lish a formula for the allotment of the total 
amount of funds available under subsection 
(a) among the qualifying States for each fis
cal year. 

(2) BASIS.-The formula shall be based upon 
the Secretary's estimate of the number of 
near poverty level children in the State as a 
proportion of the total of such numbers for 
all the qualifying States. 

(3) CARRYFORW ARD.-If the Secretary does 
not pay to a State under subsection (c) in a 
fiscal year the amount of its allotment in 
that fiscal year under this subsection, the 
amount of its allotment under this sub
section for the succeeding fiscal year shall 
be increased by the amount of such shortfall. 

(C) PAYMENTS.-
(!) IN GENERAL.-From the allotment of 

each qualifying State under subsection (b) 
for a fiscal year, the Secretary shall pay to 
the State for each quarter in the fiscal year 
an amount equal to 75 percent of the total 
amount expended during such quarter to 
carry out the State 's MediKids program. 

(2) NOT COUNTING COST SHARING.-For pur
poses of paragraph (1), if a MediKids program 
imposes premiums for coverage or requires 
payment of deductibles, coinsurance, copay
ments, or other cost sharing, under rules of 
the Secretary, expenditures attributable to 
such premiums or cost sharing shall not be 
taken into account under paragraph (1) . 

(d) STATE ENTITLEMENT.-This chapter con
stitutes budget authority in advance of ap
propriations Acts, and represents the obliga-

tion of the Federal Government to provide 
for the payment to qualifying States of 
amounts provided under this section. 
SEC. 3529. DEFINITIONS. 

For purposes of this chapter: 
(1) The term "child" means an individual 

under 19 years of age. 
(2) The term "medicaid plan" means the 

plan of medical assistance of a State under 
title XIX of the Social Security Act. 

(3) The term "MediKids program" means a 
child health insurance program of a State 
under this title. 

(4) The term "near poverty level child" 
means a child the family income of which (as 
defined by the Secretary) is at least 100 per
cent, but less than 300 percent, of the pov
erty line. 

(5) The term "poverty line" has the mean
ing given such term in section 673(2) of the 
Community Services Block Grant Act (42 
U.S.C. 9902(2)), including any revision re
quired by such section. 

(6) The term " qualifying State" means a 
State with a MediKids program for which a 
plan is submitted and approved under this 
title. 

(7) The term "Secretary" means the Sec
retary of Health and Human Services. 

(8) The term "State" means the 50 States, 
the District of Columbia, Puerto Rico, the 
Virgin Islands, Guam, American Samoa, and 
the Northern Mariana Islands. 
CHAPTER 3-CONTINUATION OF MED

ICAID ELIGIBILITY FOR DISABLED CHIL
DREN WHO LOSE SSI BENEFITS 

SEC. 3531. CONTINUATION OF MEDICAID ELJGJ. 
BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 1902(a)(l0)(A)(i)(II) 
of the Social Security Act (42 U.S.C. 
1396a(a)(l0)(A)(1)(II)) is amended by inserting 
"(or were being paid as of the date of enact
ment of section 2ll(a) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (P.L. 104-193)) and 
would continue to be paid but for the enact
ment of that section" after " title XVI". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

CHAPTER 4-ASSURING CHILDREN'S 
ACCESS TO HEALTH INSURANCE 

SEC. 3541. GUARANTEED AVAILABILITY OF INDI· 
VIDUAL HEALTH INSURANCE COV
ERAGE TO UNINSURED CHILDREN. 

(a) IN GENERAL.- Title XXVII of the Public 
Health Service Act, as added by section 
lll(a) of the Health Insurance Portability 
and Accountability Act of 1996, is amended 
by inserting after section 2741 the following 
new section: 
"SEC. 2741A GUARANTEED AVAILABILITY OF JN. 

DIVIDUAL HEALTH INSURANCE COV
ERAGE TO UNINSURED CHILDREN. 

"(a) GUARANTEED AVAILABILITY.-
"(l) IN GENERAL.-Subject to the sue-

. ceeding subsections of this section, each 
health insurance issuer that offers health in
surance coverage (as defined in section 
279l(b)(l)) in the individual market in a 
State, in the case of an eligible child (as de
fined in subsection (b)) desiring to enroll in 
individual health insurance coverage-

"(A) may not decline to offer such cov
erage to, or deny enrollment of, such child; 

"(B) either (i) does not impose any pre
existing condition exclusion (as defined in 
section 2701(b)(l)(A)) with respect to such 
coverage, or (ii) imposes such a preexisting 
condition exclusion only to the extent such 
an exclusion may be imposed under section 
270l(a) in the case of an individual who is not 
a late enrollee; and 
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" (C) shall provide that the premium for the 

coverage is determined in a manner so that 
the ratio of the premium for such eligible 
children to the premium for eligible individ
uals described in section 274l(b) does not ex
ceed the ratio of the actuarial value of such 
coverage (calculated based on a standardized 
population and a set of standardized utiliza
tion and cost factors) for children to such ac
tuarial value for such coverage for such eli
gible individuals. 

"(2) SUBSTITUTION BY S'l'ATE OF ACCEPTABLE 
ALTERNATIVE MECHANISM.- The requirement 
of paragraph (1) shall not apply to health in
surance coverage offered in the individual 
market in a State in which the State is im
plementing an acceptable alternative mecha
nism under section 2744. 

"(b) ELIGIBLE CHILD DEFINED.- In this part, 
the term 'eligible child' means an individual 
born after September 30, 1983, who has not 
attained 19 years of age and-

"(l) who is a citizen or national of the 
United States, an alien lawfully admitted for 
permanent residence, or an alien otherwise 
permanently residing in the United States 
under color of law; 

"(2) who is not eligible for coverage under 
(A) a group health plan, (B) part A or part B 
of title XVIII of the Social Security Act, or 
(C) a State plan under title XIX of such Act 
(or any successor program), and does not 
have other health insurance coverage; and 

"(3) with respect to whom the most recent 
coverage (if any, within the 1-year period 
ending on the date coverage is sought under 
this section) was not terminated based on a 
factor described in paragraph (1) or (2) of sec
tion 2712(b) (relating to nonpayment of pre
miums or fraud). 
For purposes of paragraph (2)(A), the term 
'group health plan' does not include COBRA 
continuation coverage. 

"(C) INCORPORATION OF CERTAIN PROVI
SIONS.-

"(l) IN GENERAL.-Subject to paragraph (2), 
the provisions of subsections (c), (d), (e) and 
(f) (other than paragraph (1)) of section 2741 
and section 2744 shall apply in relation to eli
gible children under subsection (a) in the 
same manner as they apply in relation to eli
gible individuals under section 274l(a). 

"(2) SPECIAL RULES FOR ACCEPTABLE ALTER
NATIVE MECHANISMS.-With respect to apply
ing section 2744 under paragraph (1)-

"(A) the requirement in subsection 
(a)(l)(B) shall be applied instead of the re
quirement of section 2744(a)(l)(B); 

"(B) the requirement in subsection 
(a)(l)(C) shall be applied instead of the re
quirement of section 2744(a)(l)(D); and 

"(C) any deadline specified in such section 
shall be 1 year after the deadline otherwise 
specified.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall take apply 1 
year after the effective date for section 2741 
of the Public Health Service Act (as provided 
under section lll(b)(l) of the Health Insur
ance Portability and Accountability Act of 
1996). 

Mr. BROWN of Ohio (during the read
ing). Mr. Speaker, I ask unanimous 
consent that the motion to recommit 
be considered as read and printed in 
the RECORD. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from Ohio? 

There was no objection. 
Mr. BROWN of Ohio. Mr. Speaker, 

the Republican children's health care 
expansion proposal in the Budget Rec-

onciliation Act before us today will not 
ensure real health insurance coverage 
for the maximum number of children in 
the most cost-effective manner. I am 
deeply concerned because the Repub
lican plan does not off er a real guar
antee of health care coverage for chil
dren or a real benefits package. 

The Republican block grant contains 
a so-called direct services loophole 
which could mean that not a single 
taxpayer penny is used to provide 
health insurance for our Nation 's 10 
million uninsured children. · 

States would be free to divert Fed
eral children's health care expansion 
funds from directly providing health 
care coverage for uninsured children to 
instead providing direct payments to 
hospitals who will suffer under the dis
proportionate share cuts in this bill. 
Just as many States misused the DSH 
program in the early 1990s to pay for 
highway repairs and other related pro
grams, I fear that States will use these 
Federal funds to plug holes in shrink
ing State budgets. We surely should 
have learn our lesson. 

I believe there are several superior 
programs to help extend coverage for 
uninsured children. Bipartisan legisla
tion introduced by the gentleman from 
Michigan [Mr. DINGELL], the gentle
woman from New Jersey [Mrs. Rou
KEMA], me, and others would provide 
children with a guaranteed, real health 
care benefits package which includes 
preventive care, hearing and vision 
services, and routine doctor visits. 

The Democratic Caucus proposal, an
other plan which is part of this motion 
to recommit, would promote more ef
fective outreach for Medicaid-eligible 
children who are not enrolled, allow for 
voluntary expansion of Medicaid cov
erage, establish a State grant program 
to fund innovative kids ' health initia
tives and require the issuance of afford
able kids-only health insurance poli
cies. 

The Republican plan, Mr. Speaker, 
will cost too much, waste too many tax 
dollars, and fail to insure America's 10 
million uninsured children. 

Mr. Speaker, I yield to the gentleman 
from New Jersey [Mr. PALLONE]. 

Mr. PALLONE. Mr. Speaker, I want 
to commend my colleague for what he 
said about the reason we need to pro
pose this Democratic alternative is be
cause the Republicans have offered just 
a straight block grant. It does not 
mandate that these funds go to the 
children who need it. It gives too much 
discretion to the Governors who might 
use this money to fund other huge gaps 
created by this bill, like the unfair cuts 
to disproportionate share hospitals 
also known as DSH hospitals. 

The Democratic Health Care Task 
Force has a plan, an alternative that 
contains four elements: 

First, incentives for States to cover 
children under 19 years of age in fami
lies with less than $24,000 in income 

and pregnant women and infants in 
families with incomes up to $30,000 
through an enhanced Medicaid match. 

Second, we have a Medikids grant for 
States to help middle- and low-income 
families to purchase private insurance 
or participate in a State-sponsored ex
panded Medicaid package. 

Third, we improve outreach efforts to 
ensure that nearly 3 million children 
eligible for Medicaid ·that are not en
rolled in the program sign up for 
health insurance coverage. 

And, fourth, insurance ref or ms to re
quire private insurance companies to 
provide health care policies for chil
dren at reasonable premiums. 

This four-pronged approach takes 
what we feel are the most positive as
pects in Medicaid matching grants and 
private insurance reforms. It assists 
middle- and low-income families by 
providing affordable heal th insurance 
for their children. It assures that chil
dren are covered by an adequate bene
fits package and it provides that proper 
balance of State flexibility with public 
accountability. 

I urge my colleagues to support the 
motion to recommit so that this House 
has a real opportunity to address the 
needs of the 10 million uninsured chil
dren in our country. 

The SPEAKER pro tempore. Does 
any Member rise in opposition to the 
motion to recommit? 

Mr. THOMAS. Mr. Speaker, I rise in 
opposition to the motion to recommit. 

Mr. Speaker, we heard all day, speak
er after speaker on the other side of 
the aisle go into the well and say that 
the provisions that the Republicans 
had structured were outside the scope 
of the budg·et agreement, that we had 
not lived up to the budget agreement, 
that oh, my goodness, how could you 
not live up to the budget agreement. 

Mr. Speaker, this motion to recom
mit, guess what, does not live up to the 
budget agreement. It clearly states in 
the budget agreement that there are 
two areas where money can be spent 
for children's health care. One is in 
Medicaid. The other one is in block 
grants. Other possibilities are available 
if mutually agreeable. Mutually agree
able. 

The fact of the matter is, this motion 
to recommit has mandatory language 
requiring private insurers to carry out 
the wish, yes, the demands of the 
Democrats. It is clearly beyond the 
budget agreement. How in the world 
can you folks spend all day telling us 
that provision after provision is unac
ceptable because it is outside the budg
et agreement and yet you offer a mo
tion to recommit which is one, subject 
to a point of order, it is not germane, 
and, two , the entire rest of the context 
is outside of the budget agreement? 
Why do you not live up to what you 
preach. 

I would simply tell my colleagues, 
the simple answer is to vote no on the 
motion to recommit. 
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Mr. Speaker, I yield to the gentleman 
from Virginia [Mr. BLILEY], chairman 
of the Committee on Commerce, who 
has the specific jurisdiction of this 
matter, which is outside the scope of 
the budget agreement. 

Mr. BLILEY. Mr. Speaker, I thank 
the gentleman for yielding to me. 

Here we go again. All day, speaker 
after speaker on this side of the aisle 
complaining about their Governors get
ting cut with the DSH payments and 
not going to be able to meet the tar
gets. Well, in the Committee on Com
merce we gave $16 billion for kid care 
and we said to the Governors, you fur
nish the health and you furnish the 
services and we did not restrict it and 
they are made pretty much whole for 
their Medicare budgets. 

But what this recommit motion 
would do would require States to phase 
in all children up to age 19 in the Med
icaid Program and would require 
States to increase their mandatory lev
els of eligibility for certain eligibility 
groups. These are costly changes. Many 
States do not have the budgetary re
sources to do them. That means these 
States will not be eligible or able to 
participate in kid care and the unin
sured children in those States would be 
denied the coverage and services they 
need. It would require States to pro
vide only the Medicaid benefits pack
ages to children served by kid care. 

This package is so expensive that 
States would not be able to afford to 
cover millions of children who would 
otherwise receive coverage under our 
plan. It would eliminate the ability of 
States to provide uninsured children 
the heal th services they need. This is a 
violation of the budget agreement, as 
the distinguished chairman of the Sub
committee on Heal th of the Committee 
on Ways and Means pointed out, which 
provided for coverage and services to 
uninsured low-income children. 

In addition, it would mean that serv
ices would be denied to the 2.6 million 
children that CBO estimates would re
ceive health care services under our 
plan. 

Mr. THOMAS. Mr. Speaker, I yield to 
the gentleman from Illinois [Mr. 
HASTERT]. 

Mr. HASTERT. Mr. Speaker, bigger 
government, more bureaucrats, more 
restrictions on the States. As a matter 
of fact , we create more loopholes for 
the States to jump through and what 
we do is deny the States providing kid 
care for kids. So those 2.6 million chil
dren who were going to benefit from 
this program all of a sudden will not 
have States providing health care for 
them. 
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Too much bureaucracy, too much 

extra cost, too many new hoops to 
jump through. The States are not 
going to do it. The States are not going 
to follow this. And I think it is a bad 
idea at a bad time. 

The SPEAKER pro tempo re (Mr. 
DREIER). All time has expired. 

PARLIAMENTARY INQUIRY 

Mr. BROWN of Ohio. Mr. Speaker, 
parliamentary inquiry. 

The SPEAKER pro tempore. The gen
tleman will state his parliamentary in
quiry. 

Mr. BROWN of Ohio. Mr. Speaker, is 
the language to which the gentleman 
from California [Mr. THOMAS] and the 
gentleman from Illinois [Mr. HASTERT] 
and the gentleman from Virginia (Mr. 
BLILEY] are referring the State op
tional program on the-

The SPEAKER pro tempore. The gen
tleman is not presenting a parliamen
tary inquiry. 

Without objection, the previous ques
tion is ordered on the motion to recom
mit. 

There was no objection. 
The SPEAKER pro tempore. The 

question is on the motion to recommit. 
The question was taken; and the 

Speaker pro tempore announced that 
the noes appeared to have it. 

Mr. BROWN of Ohio. Mr. Speaker, I 
object to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempore. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify ab
sent Members. 

The vote was taken by electronic de
vice, and there were- yeas 207, nays 
223, not voting 4, as follows: 

Abercrombie 
Ackerman 
Allen 
Andrews 
Baesler 
Baldacci 
Barcia 
Barrett (WI) 
Becerra 
Bentsen 
Berman 
Berry 
Bishop 
Blagojevich 
Blumenauer 
Boni or 
Borski 
Boswell 
Boucher 
Boyd 
Brown (CA) 
Brown (FL) 
Brown (OH) 
Capps 
Cardin 
Carson 
Clay 
Clayton 
Clement 
Clyburn 
Condit 
Conyers 
Costello 
Coyne 
Cramer 
Cummings 
Danner 
Davis (FL) 
Davis (IL) 
De Fazio 
DeGette 
Delahunt 

[Roll No. 240) 
YEAS-207 

De Lauro 
Dellums 
Deutsch 
Dicks 
Dingell 
Dixon 
Doggett 
Dooley 
Doyle 
Edwards 
Engel 
Eshoo 
Etheridge 
Evans 
Farr 
Fattah 
Fazio 
Filner 
Flake 
Foglietta 
Fot'd 
Frank (MA) 
Frost 
Furse 
Gejdenson 
Gephardt 
Gonzalez 
Goode 
Gordon 
Green 
Gutierrez 
Hall(OH) 
Hall(TX) 
Hamtlton 
Harman 
Hastings (FL) 
Hefner 
Hilliard 
Hinchey 
Hinojosa 
Holden 
Hooley 

Hoyer 
Jackson (IL) 
Jackson-Lee 

(TX) 
Jefferson 
John 
Johnson (WI) 
Johnson , E. B. 
Kanjorski 
Kaptur 
Kennedy (MA) 
Kennedy (RI) 
Kennelly 
Kil dee 
Kilpatrick 
Kind (WI) 
Kleczka 
Klink 
Kuclnlch 
LaFalce 
Lampson 
Lantos 
Levin 
Lewis (GA) 
Lipinski 
Lofgren 
Lowey 
Luther 
Maloney (CT) 
Maloney (NY) 
Manton 
Markey 
Martinez 
Mascara 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McDermott 
McGovern 
McHale 
Mcintyre 
McKinney 

McNulty 
Meehan 
Meek 
Menendez 
Millender-

McDonald 
M111er (CA) 
Minge 
Mink 
Moakley 
Mollohan 
Moran (VA) 
Murtha 
Nadler 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Payne 
Pelosi 
Peterson (MN) 
Pickett 
Pomeroy 

Aderholt 
Archer 
Armey 
Bachus 
Baker 
Ballenger 
Barr 
Barrett (NE) 
'Bartlett 
Barton 
Bass 
Bateman 
Bereuter 
Bil bray 
Bilirakis 
Bliley 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Brady 
Bryant 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Castle 
Chabot 
Chambliss 
Christensen 
Coble 
Coburn 
Collins 
Combest 
Cook 
Cooksey 
Crane 
Crapo 
Cubln 
Cunningham 
Davis (VA) 
Deal 
DeLay 
Diaz-Balart 
Dickey 
Doolittle 
Dreier 
Duncan 
Dunn 
Ehlers 
Ehrlich 
Emerson 
English 
Ensign 
Everett 
Ewing 
Fawell 
Foley 

Poshard 
Price (NC) 
Rahall 
Rangel 
Reyes 
Riggs 
Rivers 
Rodriguez 
Roemer 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Sanchez 
Sanders 
Sandlin 
Sawyer 
Schumer 
Scott 
Serrano 
Sherman 
Sisisky 
Skaggs 
Skelton 
Slaughter 
Smith, Adam 
Snyder 
Spratt 

NAYS-223 
Forbes 
Fowler 
Fox 
Franks <NJ) 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 
Gillmor 
Gilman 
Goodlatte 
Goodling 
Goss 
Graham 
Granger 
Greenwood 
Gutknecht 
Hansen 
Hastert 
Hastings (WA) 
Hayworth 
Hefley 
Herger 
Hill 
Hilleary 
Hobson 
Hoekstra 
Horn 
Hostettler 
Houghton 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jenkins 
Johnson (CT) 
Johnson, Sam 
Jones 
Kasi ch 
Kelly 
Kim 
King(NY) 
Kingston 
Klug 
Knollenberg 
Kolbe 
LaHood 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
Livingston 
LoBiondo 
Lucas 
Manzullo 
McColl um 
McCrery 
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Stabenow 
Stark 
Stenholm 
Stokes 
Strickland 
Stupak 
Tanner 
Tauscher 
Taylor (MS) 
Thompson 
Thurman 
Tierney 
Torres 
Towns 
Traficant 
Turner 
Velazquez 
Vento 
Visclosky 
Waters 
Watt (NC) 
Waxman 
Wexler 
Weygand 
Wise 
Woolsey 
Wynn 

McDade 
McHugh 
Mclnnls 
Mcintosh 
McKean 
Metcalf 
Mica 
M1ller (FL) 
Molinari 
Moran (KS> 
Morella 
Myeick 
Nethercutt 
Neumann 
Ney 
Northup 
Norwood 
Nussle 
Oxley 
Packaed 
Pappas 
Parker 
Paul 
Paxon 
Pease 
Peterson (PA) 
Petri 
Pickering 
P!Lts 
Pombo 
Porter 
Portman 
Pryce (OH) 
Quinn 
Radanovich 
Ramstad 
Redmond 
Regula 
Riley 
Rogan 
Rog·e1-s 
Rohrabacher 
Ros-Lehtinen 
Roukema 
Royce 
Ryun 
Salmon 
Sanford 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Sensenbrenner 
Sessions 
Shad egg 
Shaw 
Shays 
Shimkus 
Shuster 
Skeen 
Smith (MI) 
Smith (NJ) 
Smith (OR) 
Smith ('I'X) 
Smith, Linda 
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Snowbarger 
Solomon 
Souder 
Spence 
Stearns 
Stump 
Sununu 
Talen t 
Ta uzin 
Taylor (NCJ 

Chenoweth 
Cox 

Thomas 
Thornberry 
Thune 
T1ahrt 
Upton 

· Walsh 
Wamp 
Watkins 
Watts (OK) 
Weldon (FL) 

NOT VOTING-4 
Schiff 
Yates 
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Weldon (PA) 
Weller 
White 
Whitfield 
Wicker 
Wolf 
Young (AK) 
Young (FL) 

Mr. HOSTETTLER and Mr. 
LARGENT changed their vote from 
" yea" to " nay. " 

Mr. LIPINSKI and Ms. WOOLSEY 
changed their vote from " nay" to 
''yea. '' 

So the motion to recommit was r e
jected. 

The result of the vote was announced 
as above recorded. 

The SPEAKER pro tempore (Mr. 
DREIER). The question is on the passag·e 
of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

RECORDED VOTE 

Mr. BONIOR. Mr. Speaker, I demand 
a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic de

vice, and there were-ayes 270, noes 162, 
not voting 3, as follows: 

Aderholt 
Archer 
Armey 
Bachus 
Baesler 
Baker 
Ballenger 
Barcia 
Barr 
Barrett (NE) 
Bartlett 
Barton 
Bass 
Bateman 
Bentsen 
Bereuter 
Bil bray 
Bilirakis 
Bishop 
Bliley 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bono 
Boswell 
Boyd 
Brady 
Bryan t 
Bunning 
Burr 
Burton 
Buyer 
Callahan 
Calvert 
Camp 
Campbell 
Canady 
Cannon 
Capps 
Castle 
Chabot 
Chambliss 
Chenoweth 
Christensen 
Clement 

[Roll No. 241] 
AYES-270 

Coble 
Coburn 
Collins 
Combest 
Condit 
Cook 
Cooksey 
Cramer 
Crane 
Crapo 
Cu bin 
Cunningham 
Danner 
Davis (FL) 
Davis (VAJ 
Deal 
De Lay 
Diaz-Balart 
Dickey 
Dooley 
Doolittle 
Doyle 
Dreier 
Duncan 
Dunn 
Edwards 
Ehlers 
Ehr lich 
Emerson 
English 
Ensign 
Etheridge 
Everett 
Ewing 
Fawell 
Foley 
Forbes 
Fowler 
Fox 
Franks (NJ) 
Frelinghuysen 
Gallegly 
Ganske 
Gekas 
Gibbons 
Gilchrest 

Gillmor 
Gilman 
Gingrich 
Goode 
Goodla t te 
Goodling 
Gordon 
Goss 
Graham 
Granger 
Greenwood 
Gutk nech t 
Hall (OH) 
Hamil ton 
Hansen 
Harman 
Haster t 
Hastings (WA) 
Hayworth 
Hefley 
Herger 
Hill 
Hilleary 
Hobson 
Hoekstra 
Holden 
Hooley 
Horn 
Hoste t t ler 
Houghton 
Hulshof 
Hunter 
Hutchinson 
Hyde 
Inglis 
Is took 
Jenkins 
John 
Johnson (CTJ 
Johnson, Sam 
Jones 
Kasi ch 
Kelly 
Kennelly 
Kim , 
Kingston 

Kl eczka 
Klug 
Knollenberg 
Kolbe 
LaHood 
Lampson 
Largent 
Latham 
LaTourette 
Lazio 
Leach 
Lewis (CA) 
Lewis (KY) 
Linder 
Livingston 
LoBiondo 
Lucas 
Lut her 
Maloney (CT) 
Manzullo 
Martinez 
McCarthy (MO) 
McColl um 
McCrery 
McDade 
McHale 
McHugh 
Mcinnis 
Mcintyre 
McKeon 
Mica 
Miller (FL) 
Minge 
Molinari 
Moran (VA) 
Morella 
Myrick 
Nethercut t 
Neumann 
Ney 
Northup 
Norwood 
Nussle 
Oxley 

Abercrombie 
Ackerman 
Allen 
Andrews 
Baldacci 
Barrett (WI) 
Becerra 
Berman 
Berry 
Blagojevich 
Blumena uer 
Bonior 
Borski 
Boucher 
Brown (CA) 
Brown (FL) 
Brown (OH) 
Cardin 
Carson 
Clay 
Clayton 
Clyburn 
Conyers 
Costello 
Coyne 
Cummings 
Davis (!LJ 
De Fazio 
DeGette 
Delahun t 
DeLauro 
Dellums 
Deutsch 
Dicks 
Dingell 
Dixon 
Doggett 
Engel 
Eshoo 
Evans 
Farr 
Fattah 
Fazio 
Filner 
F lake 
Foglietta 
Ford 
Frank (MA ) 
Frost 

Packard 
Pappas 
Parker 
Paxon 
Pease 
Peterson <PA) 
Petri 
Pickering 
Pi tts 
Pombo 
Pomeroy 
Porter 
Portman 
Pryce (OH) 
Quinn 
Radanovich 
Ramstad 
Red mond 
Regula 
Riggs 
Riley 
Roemer 
Rogan 
Rogers 
Rohrabacher 
Ros-Lehtinen 
Roukema 
Royce 
Ryun 
Sanchez 
Sanford 
Saxton 
Scarborough 
Schaefer, Dan 
Schaffer, Bob 
Sensenbrenner 
Sessions 
Shadegg 
Shaw 
Shays 
Shimkus 
Shuster 
Sisisky 
Skeen 

NOES-162 

Furse 
Gejdenson 
Gephard t 
Gonzalez 
Green 
Gu tierrez 
Hall (TX) 
Has tings (FL) 
Hefn er 
Hilliard 
Hinchey 
Hinojosa 
Hoyer 
Jackson (IL) 
J ackson-Lee 

('I'X) 
Jefferson 
Johnson (Wl) 
Johnson, E. B. 
Kanjorski 
Kaptur 
Kennedy (MAJ 
Kennedy <RIJ 
Kil dee 
Kilpatrick 
Kind (WI) 
Ki ng (NY) 
Klink 
Kucfoich 
LaFalce 
Lantos 
Levin 
Lewis <GA) 
Lipinski 
Lofgren 
Lowey 
Maloney (NYJ 
Manton 
Markey 
Mascara 
Matsui 
McCarthy (NY) 
McDermott 
McGovern 
Mcintosh 
McKinney 
McNul ty 
Meehan 
Meek 

Skel ton 
Smith (Ml) 
Smi th (NJ) 
Smith (ORJ 
Smith (TX) 
Smith , Adam 
Smi th , Linda 
Snowbarger 
Snyder 
Solomon 
Souder 
Spence 
Spratt 
Stenholm 
Stump 
Sununu 
Talent 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NCJ 
Thomas 
Thornberry 
Thune 
Thur ma n 
T i.ah r t 
Traficant 
'r urner 
Upton 
Vlsclosky 
Walsh 
Wamp 
Watkins 
Watts (OKJ 
Weldon (FL) 
Weldon (PA) 
Weller 
Whi te 
Whitfield 
Wi cker 
Wolf 
Young (AK J 
Young (FL) 

Menendez 
Metcalf 
Millender-

McDonald 
Miller (CA) 
Mink 
Moakley 
Mollohan 
Moran (KSJ 
Murtha 
Nadler 
Neal 
Oberstar 
Obey 
Olver 
Ortiz 
Owens 
Pallone 
Pascrell 
Pastor 
Paul 
Payne 
Pelosi 
Peterson (MN) 
Pickett 
Poshard 
Price (NC) 
Rahall 
Rangel 
Reyes 
Rivers 
Rodriguez 
Rothman 
Roybal-Allard 
Rush 
Sabo 
Salmon 
Sanders 
Sandlin 
Sawyer 
Schumer 
Scott 
Serrano 
Sherman 
Skagg·s 
Slaugh ter 
Stabenow 
Stark 
Stearns 

Stokes 
Strickland 
Stupak 
Thompson 
Tierney 
Torres 

Cox 

Towns 
Velazquez 
Vento 
Waters 
Watt (NC) 
Waxman 

NOT VOTING- 3 
Schiff 
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Wexler 
Weygand 
Wise 
Woolsey 
Wynn 

Yates 

The Clerk announced the following 
pairs: on this vote: 

Mr. Schiff for , with Mr. Yates against. 

Messrs. GORDON, WELDON of Flor
ida, and BARR of Georgia changed 
their vote from " no" to " aye." 

So the bill was passed. 
The result of the vote was announced 

as above r ecorded. 
A motion to reconsider was laid on 

the table. 

THANKING MEMBERS FOR A COUR
TEOUS AND DIGNIFIED DEBATE 
ON THE BILL JUST PASSED 
(Mr. KASICH asked and was given 

permission to address the House for 1 
minute. ) 

Mr. KASICH. Mr. Speaker, I just 
wanted to take a moment to thank the 
House Members on both sides of the 
aisle for the kind of courtesies and dig
nity with which we conducted that last 
3 hours worth of debate , and I want to 
thank the House for the opportunity to 
move this bill forward. 

I had the sense out here on the floor 
as we wrapped up the debate , Mr. 
Speaker, that while there may be dif
ferences , may be there is a little ice 
melting here in our ability to be able 
to get along, to have differences and 
yet still maintain a good spirit about 
things, and I think that is nothing but 
good for the future of this House. 

REMOVAL OF NAME OF MEMBER 
AS COSPONSOR OF R.R. 1636 

Mr. BAESLER. Mr. Speaker , I ask 
unanimous consent that my name be 
removed as a cosponsor of H.R. 1636. 

The SPEAKER pr o tempor e (Mr. 
TIAHRT). Is there objection to the re
quest of the gentleman from Ken
tucky? 

There was no objection. 

GENERAL LEA VE. 
Mr. INGLIS of South Carolina. Mr. 

Speaker, I ask unanimous consent that 
all members may have 5 legislative 
days in which to revise and extend 
their r emarks and include ext r aneous 
material on H.R. 2015, the bill just 
passed. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen
tleman from South Carolina? 

There was no objection. 
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SPECIAL ORDERS 
The SPEAKER pro tempore (Mr. 

TIAHRT). Under the Speaker's an
nounced policy of January 7, 1997, and 
under a previous order of the House, 
the following Members will be recog
nized for 5 minutes each. 

TRIBUTE TO JOSEPH HAEFELI 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Colorado [Mr. BOB SCHAF
FER] is recognized for 5 minutes. 

Mr. BOB SCHAFFER of Colorado. 
Mr. Speaker, I would like to take a mo
ment to pay tribute to the contribu
tions of a fine gentleman who has re
cently passed on. His contributions to 
this world have had a profound impact 
upon the lives he touched. 

Mr. Joseph Haef eli is the man to 
whom I am referring. He came from 
God's country, the great State of Colo
rado in the city of Greeley. Mr. Haefeli 
was taken from us and called home to 
the Lord on March 15, 1997. 

Mr. Haefeli was born on October 11, 
1919. He attended the University of 
Northern Colorado, graduated from the 
University of California at Berkeley, 
and was a practicing doctor of optom
etry for 46 years. Part of his practice 
he served in the U.S. Air Force during 
World War II. Joseph Haefeli and his 
wife Julianne parented three children, 
John, Anne and Joseph. His daughter, 
Anne, gave him two wonderful grand
children. 

Joseph Haef eli defined the true 
meaning of giving to one's community. 
It would be hard to match his record of 
involvement in the community and his 
dedication to charity. 

Joseph Haefeli was a member and 
past president of the Weld County Men
tal Health Association, member and 
past president of the Weld County 
United Way Board, chairman of the 
Well County Chapter of the American 
Red Cross, chairman of the Rotary 
Crippled Children's Committee, execu
tive board member of the Longs Peak 
Council of Boy Scouts, member and 
trust chairman of the St. Mary's 
Catholic Church Council, chairman and 
board member of the Greeley Chapter 
of the Salvation Army. 

Joseph Haefeli was awarded and 
named Distinguished Member of the 
U.S. Army Medical Regent by order of 
the Surgeon General. He went on to re
ceive numerous honors from organiza
tions such as the Chamber of Com
merce, the Red Cross, the Lion's Club, 
Rotary International, and the Colorado 
Optometric Association, and many oth
ers. 

Sir Joseph Haefeli was also vested as 
a Knight of the Equestrian Order of the 
Holy Sepulchre of Jerusalem in 1984, a 
Catholic organization that strives to 
sustain the spiritual life of all of its 

members and to support the church in 
Jerusalem, the Holy Land. The Order 
works to provide its members with a 
solid spiritual basis from which they 
can conduct their lives. Joseph Haefeli 
excelled in the Order and was not only 
a Knight of the Order, but was pro
moted Knight Commander with Star in 
1996. This is a papal honor and the 
highest papal award to clergy or laity 
alike. 

It was through this Order that I came 
into contact with Sir Joseph Haefeli. 
This pin that I wear on my lapel right 
above my congressional pin is the in
signia of the Order and a signal of my 
brotherhood and fellowship with Jo
seph in the name of the Lord Jesus 
Christ. He sponsored me as a Knight of 
the Order which has brought deeper 
meaning to my spiritual life. 

Sir John Owens wrote of Joseph 
Haefeli, "His life was devoted to his 
church and his fellow man and has 
brought credit and respect to them 
both." 

Mr. Speaker, it is people like Joseph 
Haefeli who define the American spirit, 
that make our country so wonderful. 
The ac tions of a person like Joseph 
Haefeli are what gives us hope for a 
better tomorrow. If we could each give 
half of what he has contributed, this 
country would be a far better place for 
our children and our families. 

Joe composed a prayer that I would 
like to share with the Members of the 
House entitled " From My Heart." It is 
indicative of his devotion and a clear 
sign of his rightful place now among 
the saints. 
" I am a selfish man, dear Lord. 
I have so much and still want more. 
I want to be more generous and more kind, 
More loving and more benign. 
To do more good and be more thoughtful 
And less sinful. 
Even though You have blessed me many 

times, 
I want and ask Your blessings 
To continue in my time. 
I want acceptance of your will , 
Your guidance and Your rule, 
To thank You for all of my happiness, 
My sorrow and hurt too. 
Each brings me nearer, Lord, to You. 
I want and ask for Your forgiveness 
And mercy also. 
I want to praise You as my God and thank 

You 
For all you have done for me. 
What I really want the most is what 
You want for me. 
Jesus, I am a selfish man-maybe yes, maybe 

no 
Because I want my family, my friends and 

all 
To share these 'wants' and Your answers too. 
Lord, I know You understand. 
Help me to know what You want from me. 
Amen. " 
-Written by Sir Joseph Haefeli, November 
of 1994. 

Mr. Speaker, Mr. Haefeli will be 
missed and remembered always as a 
great American. Our prayers that the 
Lord might bless and protect his fam
ily and descendents, may his soul and 

all the souls of the faithfully departed, 
through the mercy of God, rest in 
peace. 

DETROIT NEWSPAPER STRIKE 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Michigan [Mr. BONIOR] is 
recognized for 5 minutes. 

Mr. BONIOR. Mr. Speaker, tonight I 
want to take a few moments to pay 
tribute to some of the bravest and the 
strongest people that I know, those 
2,000 men and women who are taking 
on two of the largest and the wealthi
est and the most powerful corporations 
in our country, those 2,000 men and 
women who are standing strong in De
troit against Gannett and Knight
Ridder, those 2,000 men and women who 
have put their lives on hold for two 
years, been challenged economically, 
physically, emotionally, but are fight
ing for fairness and for justice and for 
what they believe in. 

They are people like Kate Desmet 
and Sandra Davis, they are people like 
Frank Brabanec and Stephen Olter, 
Mark Naumoff and Ben Solomon. They 
are the people that I met with last 
weekend when we held a rally and a 
march and did a civil action against 
those who would deny the over 2,000 
men and women in Detroit their jobs at 
these newspapers. 

We had over 120,000 people attend a 
rally in support of these brave men and 
women. Last Saturday morning I heard 
Frank Brabanec tell of being struck in 
the head, beaten, drug across the pave
ment. I saw hundreds of people holding 
picket signs with a picture of him 
being kicked. I heard Stephen Olter 
tell of being struck with a baton and a 
metal nut launched from a sling shot. I 
heard Mark Naumoff tell of being 
pinned under a gate when a truck 
knocked off its hinges and knocked it 
into a peaceful picket. I heard of Ben 
Solomon being handcuffed and then 
having pepper sprayed in his eyes. 

These are the stories of the voices of 
the Detroit Newspaper lockout. They 
are the struggles that these men and 
women go through nearly every day as 
they fight for what is right. They are 
the same struggles our parents and our 
grandparents fought for, bled for, and 
sometimes died for. But they are the 
struggles that brought us a decent 
wage, that brought us pensions and 
health benefits, that broug·ht us the 
weekend, that brought us safe working 
standards, that brought us overtime 
pay, that brought us all the things that 
help make the middle class in our 
country today and make our country 
as productive and as wealthy as it is. 

They are the struggles that have 
raised the standards of living for every 
single American citizen, whether they 
belong to a union or not. We owe them 
a thank you. We owe them a thank 
you, not a kick in the side, as they 
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were given in their efforts to bring jus
tice to the workplace. 

So tonight , Mr. Speaker, I say thank 
you to Frank and Stephen and to Mark 
and Ben, and to everyone who has 
fought for the dignity of American 
workers. I also stand with you. This is 
a struggle for human rights; for fair
ness and for justice; it is a struggle 
worth fighting for, and I can tell these 
workers, and I can tell 120,000 people 
who came from all over the country 
last weekend. In fact, we had people 
come from Europe to stand with our 
brothers and sisters, that we will win 
this struggle, because the News and the 
Free Press, the two papers in Detroit 
owned by Gannett and Knight-Ridder 
are wrong, they are disobeying the law, 
they are guilty, they are guilty of dis
respect for the law. by keeping these 
workers out. 

A judge just last week ruled that 
they conducted themselves with unfair 
labor practices. They need to return 
these people to work so they can pro
vide for their families. And we will be 
talking about this issue as we talked 
about the issue of the workers, the 
strawberry workers in California who 
are struggling to be able to be recog
nized with a decent wage and decent 
benefits. We will be talking about 
workers struggling in the poultry fa
cilities in the Carolinas or the textile 
mills in the South or the steel workers 
at Pittston or the Caterpillar workers 
who have been struggling for years. 
These are American workers who de
serve the respect of their government, 
of the corporate leaders in this coun
try, and certainly their citizens. 

So again, I thank those at the De
troit News, those who are fighting the 
News and the Free Press for justice and 
fairness for the American worker. 

TAXPAYERS RELIEF ACT OF 1997 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Georgia [Mr. GINGRICH] is 
recognized for 5 minutes. 

Mr. GINGRICH. Mr. Speaker, I rise to 
remind my colleagues that tomorrow, 
part 2 of the budget agreement, the his
toric agreement that has enabled us 
today to have a great victory for the 
American people by saving money, by 
reforming entitlements, by saving 
Medicare, that that agreement goes 
into phase 2 tomorrow with a very, 
very important Taxpayers Relief Act of 
1997. 

I want to take just a moment to re
mind my colleagues of the human side 
of the Taxpayers Relief Act · of 1997. 
This is a bill which will provide more 
money for working taxpaying families 
with children; it will provide more 
money for folks who are going on to 
college and vocational and technical 
school; it will provide more money for 
families who have family farms or fam
ily ranches or family businesses and 

have the head of the family die and 
would potentially even lose that busi
ness to the IRS; and it provides for 
more resources to go to savings and in
vestment and job creation, which is 
very vital if our welfare-to-work re
form is going to succeed, because if we 
are going to ask people to leave welfare 
to go to work, we have to have enough 
economic growth, enough new jobs, in 
order to have the work for people to 
leave welfare to go to. 

So the Taxpayers Relief Act of 1997 is 
very, very important. Let me put it in 
personal language. My sister-in-law 
and brother-in-law, Marilyn and Ray 
Heddleson out in Leetonia, Ohio have 
two young boys, Jon and Mark. Jon has 
graduated from high school, is about to 
go to college; Mark has one more year 
in high school. They know that the 
educational tax components of this is 
going to help them pay for the cost of 
those two boys being in school, and 
they know that when both of those 
boys are in school, that that is a lot of 
money for a working, middle class fam
ily. 

My sister Robin and her husband 
David have two young girls, my nieces, 
Emily and Susan. They are not at that 
age yet, and they know that that $500 
per child tax credit, $1,000 a year in 
extra take-home pay for their family 
means a lot and is going to enable 
them to do things, whether those 
things are saving for education, doing 
something with health care, doing 
something with the family; frankly, 
maybe just having fun and bonding 
closer together because they go on a 
vacation. I do not think we in Wash
ington should define for parents what 
they think their priori ties are for their 
children. This $500 per child tax credit 
creates the opportunity for those 
young folks to have a chance to have a 
better life. 

My brother Randy and his wife Jill 
have two children, my niece Lauren 
and my nephew, Kevin. Again, they are 
not of the college-going age yet, but 
when they think about savings for col
lege with the tax advantages of this 
bill, when they think about that extra 
$1,000 per year in take-home pay, hav
ing two children, when they think 
about the chance for when they go to 
college or vocational-technical school 
to have that extra tax credit, they 
know that we are going to help their 
family have a better future with this 
bill. 

D 1830 
My oldest daughter, Kathy, owns a 

little company called the Carolina Cof
fee Company down in Greensboro, 
North Carolina. She actually lives in 
the district of the gentleman from 
North Carolina [Mr. How ARD COBLE]. 
She knows, as a small business woman, 
that this bill is going to make it better 
for her employees, because they are 
going to have more take-home pay. 

This bill is going to make it better in 
that college town, because there is 
going to be more help for people who go• 
on to college and vo-tech school. And 
this bill has relief in it that helps small 
businesses. 

She is also looking forward to the 
work that the gentleman from Ohio 
[Mr. ROB PORTMAN]' has done on the 
commission to simplify and reform the 
IRS, because she knows if we will sim
plify taxes and simplify paperwork, we 
are going to have a dramatically better 
future for small business in this coun
try. She knows that it is small busi
nesses that create the jobs, that create 
a better future. 

We all believe that it is very impor
tant to encourage people to save, to in
vest, to create jobs, because we know 
that if we are going to enter the 21st 
century and compete in the world mar
ket, if our children are going to com
pete with China and Japan and Korea, 
with Germany and France and Italy, 
with Brazil and Mexico, we need to 
have the best equipment and the best 
factories with the best jobs. 

So this bill provides for the kind of 
incentives to save and invest and cre
ate jobs, called capital gains, because 
it cuts the tax on those who are willing 
to take the risk to create jobs, and 
that is very important to every citizen 
who wants a job, and it is very impor
tant to all of us who want our children 
to have the best jobs in the world. 

Finally, this bill helps families that 
might have worked all their lives, who 
might have a family farm or a family 
ranch, who might have a small busi
ness they have created and worked on. 
We do not believe it is right for some
one to have to visit the undertaker and 
the Internal Revenue Service the same 
week. We think that is just wrong. 

We do not think it is right for some
one to be in a position where they have 
worked all their life , they love their 
children and grandchildren, they have 
saved all their lives, and now the gov
ernment is going to punish them when 
they die by taking away 55 percent of 
everything they save. We just think 
that is wrong. 

So this bill begins to reduce the bur
den of the death tax, it begins to help 
small businesses and family farms so 
families can pass on to their children 
and their grandchildren their life 's 
work. 

So on balance, whether you are a 
young person with children who are 
young, and you are going to get that 
extra $500 per child. Remember, for a 
family with 3 children that is $1,500 in 
take-home pay more this coming cycle. 
So that year after year, let us say you 
have a child born, as our majority lead
er, the gentleman from Texas [DICK 
ARMEY], had a grandson born last 
week, Chris faces the prospect that 
over the next 16 or 17 years his parents 
are going to have $8,000 or $8,500 more 
before he gets of an age to go on to col
lege or a technical school, and that is, 
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we think, good for America; better for 
the family, better for the parents, bet
ter for the children, better for job cre
ation, better in creating the work so 
people can leave welfare and go to 
work. 

That is why we believe the Taxpayers 
Relief Act of 1997 is the right thing to 
do. 

REPORT ON RESOLUTION PRO
VIDING FOR CONSIDERATION OF 
A CONCURRENT RESOLUTION 
PROVIDING FOR ADJOURNMENT 
OF THE HOUSE AND SENATE 
FOR THE INDEPENDENCE DAY 
DISTRICT WORK PERIOD 
Mr. SOLOMON, from the Committee 

on Rules, submitted a privileged report 
(Rept. No. 105-154) on the resolution (H. 
Res. 176) providing for consideration of 
a concurrent resolution providing for 
adjournment of the House and Senate 
for the Independence Day district work 
period, which was referred to the House 
Calendar and ordered to be printed. 

THE REPUBLICAN TAX BILL BENE
FITS SPECIAL. INTERESTS AND 
THE WEALTHIEST AMERICANS 
The SPEAKER pro tempore (Mr. 

TIAHRT). Under a previous order of the 
House, the gentleman from California 
[Mr. FAZIO] is recognized for 5 minutes. 

Mr. FAZIO of California. Mr. Speak
er, if the 1996 elections told this Con
gress anything, it was to work together 
in a bipartisan fashion. In my district 
in California and throughout the Na
tion Americans told us to put aside dif
ferences and provide a tax cut that 
makes sense. 

Unfortunately, the Republicans who 
crafted their tax bill turned a deaf ear 
to the American people, to the Presi
dent, and certainly to those of us on 
this side of the aisle. Instead, they 
chose to listen to the special interests 
that had inordinate influence in the 
way the campaigns were conducted. 

Just look at their tax bill. The Amer
ican people want education tax credits 
to make college affordable. Instead, 
what do they get? Not much for edu
cation, but large cuts in the capital 
gains tax for the wealthiest Americans, 
not just the farmers and small business 
people who build a business and deserve 
to sell it for retirement. 

Americans want affordable child 
care, but what do they get instead? A 
bill that denies the $500 per child tax 
credit to 15 million families who work 
hard to make ends meet. Americans 
want the middle class to get tax relief 
and corporations to pay their fair 
share. But what do they get instead, in 
this bill? A proposal to wipe out the al
ternative minimum tax, which would 
allow the largest corporations in Amer
ica to not pay a dime in taxes. 

Remember, this debate is not about 
whether we should cut taxes, it is 

about who gets the benefits. When we 
act tomorrow on a tax bill, we will 
make a clear distinction between the 
two parties as to where our attention is 
focused . Who gets the benefits? On that 
there is a clear difference. The Demo
cratic bill helps working families. The 
Republican bill, I regret, caters to the 
wealthy and the special interests. 

Mr. Speaker, even by Washington 
standards there is some extraordinarily 
creative accounting going on by Repub
licans as they try to cook the numbers 
to show who benefits from their tax cut 
proposal. Now for the first time, truly 
independent comparisons of the Repub
lican and Democratic tax plans are in. 
Here is what the U.S. News and World 
Report had to say when they conducted 
an independent comparison of the Re
publican and Democratic tax plans. 

Calling the Republican calculations 
"ridiculous," it pointed out that the 
Republican tax plan is so tilted to the 
rich that Steve Forbes will face a lower 
tax rate than his house servant. ''The 
GO P's tactical aim here," the maga
zine says, "is to put middle class voters 
against the 'undeserving poor.' Well, 
there is, it seems, a dime's worth of dif
ference between the political parties 
after all," concludes the U.S. news and 
World Report. 

For middle class working families, it 
is much more than a dime, it is the 
thousands of dollars in their pockets. 
The Democratic tax cut plan is the one 
that makes sense for America. It is 
fair, it promotes opportunity, and it re
wards working families. 

When we look back at the history of 
the last 15 years and we see the stag
nant wages that have affected people 
who make from $25,000 to $50,000 to 
$75,000 a year, and we have limited op
tions in a restrained budget deal, we 
have to make sure that we focus the re
lief on the people who need it most. 
Many of these people are not part of 
the stock market boom. They are not 
in position to share in the growth of 
this economy. They need to be consid
ered first and foremost when we try to 
sort out our priorities in dealing with 
this tax bill. 

Most economic analysts have indi
cated without political bias that fully 
50 percent of the funds made available 
in the Republican tax proposal will go 
to the 5 percent at the very top of the 
income ladder. That does not seem to 
me to be in a fair and even an objective 
sense the right thing to do with limited 
resources available. 

We have, I think, reached the point 
where the two parties will put away 
the myth that some have perpetuated 
that there is not a dime's worth of dif
ference between us. Tomorrow we will 
vote on a Democratic alternative and 
then on a Republican bill. I think 
Members will find that there is a dif
ference , and that the Democrats, in 
supporting their reform proposal, are 
standing up for the people who need us 

the most, who do not have the re
sources to take the vacations and to 
pay for the high cost of private edu
cations, the people who simply want to 
get their kids a higher education, and 
who want a little bit of time, maybe on 
a long weekend, to make the long work 
week pay. 

I certainly hope we will make the de
cision tomorrow that will be in their 
interests, and show once again, there is 
a dime's worth of difference, maybe 
thousands worth of difference between 
the two parties. 

THE REPUBLICAN TAX BILL 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Georgia [Mr. KINGSTON] is 
recognized for 5 minutes. 

Mr. KINGSTON. Mr. Speaker, I am 
certainly glad tonight to have an op
portunity to discuss this tax bill with 
my Democrat colleagues and Repub
lican colleagues. Tomorrow we are 
going to vote on the first tax relief bill 
in 16 years. It is a bill that gives cap
ital gains tax relief and a $500 per child 
tax credit, it gives death tax relief, a 
college scholarship or deduction, the 
HOPE scholarship, and the American 
dream IRA. Make no mistake, this tax 
bill is not perfect by any stretch of the 
imagination, but it is the first tax bill 
that we have had in over 16 years. 

We are hearing a lot from the Demo
crats that this tax bill, or it is kind of 
interesting to hear it coming from 
some of the speakers, that for the first 
time they are saying, it is not a ques
tion of tax relief. 

I do not understand that. They have 
had this Chamber for 40 years. They 
have never passed tax relief until Ron
ald Reagan shoved it on them. But 
they have been passing lots of tax in
creases, and what they are saying is, 
well, we want tax relief, but not this. 
Does that sound familiar? 

If you are a watcher of politics, you 
will know this is the same thing they 
have always said on the budget: Of 
course we want to balance the budget, 
but not here, not now, not this bill. It 
is the same old thing. 

Let us talk, Mr. Speaker, let us talk 
about who benefits from this, because 
we keep hearing that this is a tax cut 
for the wealthy. If Members will look 
at this chart, I invite my colleagues to 
see, this is a chart with information by 
the nonpartisan Joint Economic Com
mittee. It shows that the tax relief, the 
bulk of it, will go, and this is about 76 
percent, to families with a combined 
household income of $20,000 to $75,000. 
Over here is the $75,000 to $100,000. This 
area right here on this chart is 91 per
cent of the tax relief. 

Now, will somebody who is wealthy 
get a little bit of tax relief? Yes, they 
will. I know that the Democrats hate 
folks who have succeeded. They just 
seem to love class warfare and they are 
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THE POLICE STATE COMETH not about to do it. So to keep their 

continuation of the debate on this rich, 
evil American, and it is interesting, 
sometime when you are working, 
maybe go out there and look at the 
person who is creating the jobs, and 
ask yourself, is this a mean, evil per
son? 

But to show the low degree to which 
they will stoop in order to prove their 
point, what they have done is they 
have taken a household that makes 
$49,000 a year. Then they charge you 
rent on your own house that you may 
or may not be paying· a mortgage on, 
but let us just say it is a $100,000 house. 
What the Democrats do is say that is 
worth $1,000 a month in rent. To your 
$49,000 they are going to add $12,000 in 
rent. If you have a parking space at 
your job they are going to charge you 
$30 or $40 a month in rent, and they are 
saying that is what it is worth, and 
they are going to add that to your in
come, and also gains on your pension 
plan, anything that is a benefit. 

So when you are through with the 
Democratic tricks, the $49,000 income 
is worth $93,000. So if you are rep
resented by a Democrat, I would invite 
you to write him or her and ask him, 
how did you come up with these num
bers? And then ask yourself if you 
would really want somebody who un
derstands math like that to represent 
you, and maybe you may want to think 
about qualifying for the job yourself. 

This is the reality of taxes, which 
Democrats hate. That is that 95 per
cent of the taxes in America are paid 
by the people in the top 50 percent 
bracket. Why do we give middle class 
tax relief? Because those are the folks 
who are paying the taxes. What the 
Democrats want to do, if you are mid
dle class, they want to take your $500 
per child tax credit that you as a tax
payer are paying and give it to some
body who does not pay taxes. Think 
about this. A single woman with a 14-
year-old and a 16-year-old, under the 
Republican plan, will get $1,000 in tax 
relief. Under the Democrat plan she 
will get zero. Yes, that is compassion, 
to the middle class. 

Where will that money go? It will go 
to somebody who is not paying taxes. 
Does that make sense? Is that compas
sion? Is that what Members want? Just 
because this woman, this single mother 
of two is out there working and just be
cause her children are over 12 years 
old, she is not going to get any tax re
lief, but the person who is not paying 
taxes will get that $500 per child tax re
lief. 

In my district there was a young 
man, he is 30 years old. He was brag
ging to the newspaper the other day 
that he has fathered 30 kids. He has 30 
children. I want to say this to him, 
more power to you as long as you pay 
for them. But the fact is he is not pay
ing for them, you are paying for them. 
Under the Democrat plan the tax relief 
will go to him as a non-taxpayer. 

I am telling the Members, it is a 
fraud. Vote for middle class tax relief. 
Vote for the Republican plan, and do 
not listen to the phony baloney that 
the Democrats are pushing. 

D 1845 

THE LIFE OF MS. JEWEL 
LAFONTANT MANKARIOUS 

The SPEAKER pro tempore (Mr. 
TIAHRT). Under a previous order of the 
House, the gentleman from Illinois 
[Mr. DAVIS] is recog·nized for 5 minutes. 

Mr. DAVIS of Illinois. Mr. Speaker, 
as the Chicago Sun Times put it, " A 
jewel has died. " That is Jewel 
Lafontant Makarious. I rise to pay 
tribute to a great woman, a great lady, 
a great Chicagoan, an accomplished 
lawyer, civil rights advocate, a great 
American, friend of Presidents and 
mother of John Rogers who is Presi
dent of the Chicago Park District and 
President of Ariel Mutual Funds. 

Active in Republican politics, Mrs. 
Mankarious was a close friend of Presi
dents Eisenhower, Nixon and Bush. She 
was a longtime civil rights activist and 
broke down barriers for blacks and 
women in both government and cor
porate America. 

During the Eisenhower administra
tion, she was assistant U.S. Attorney, 
the first black woman to hold that 
post. She was a good friend of Richard 
Nixon and seconded his nomination for 
President at the Republican National 
Convention in 1960. In 1972, she became 
the Deputy Solicitor General in the 
Justice Department and later served as 
U.S. Ambassador at Large for 4 years 
in the Bush administration and fin
ished her government career as Coordi
nator of Refugee Affairs. 

Her longtime friend, George JOHNSON, 
founder and chairman of JOHNSON 
Products, described her this way: 

She gave her legal services to the down
trodden people who could not fight for them
selves. She fought for people who could not 
fight the system. She was a wonderful 
woman of great accomplishments. 

Mrs. Lafontant was a trial lawyer, 
recognized for being one of the best. 
She was a founding member of the Con
gress of Racial Equality, participated 
in demonstrations and sit-ins. By 1969, 
she had sat on the board of 15 major 
corporations, including Jewel Foods, 
Mobile Oil and Trans World Airlines. 
She held office in the NAACP and was 
on the board of the American Civil Lib
erties Union. 

I express my condolences to her son, 
John Rogers, and his family, and to her 
husband, Mr. Naguib Mankarious. 

The Chicago Sun Times is indeed cor
rect, she was indeed a jewel. America 
has benefited greatly from her life and 
her contributions. The annals of his
tory will always remember the impact 
of Jewel Lafontant Mankarious. 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen
tleman from Texas [Mr. PAUL] is recog
nized for 5 minutes. 

Mr. PAUL. Mr. Speaker, in a police 
state the police are national, powerful 
and authoritarian. Inevitably, national 
governments yield to the temptation 
to use the military to do the heavy lift
ing. Once the military is used for local 
police activity, however minor ini
tially, the march toward martial law 
with centralized police using military 
troops as an adjunct force becomes ir
resistible. 

Throughout our history, law enforce
ment in the United States has re
mained for the most part a local mat
ter. In recent history, especially since 
the 1970s, the growth of Federal agen
cies to enforce tens of thousands of reg
ulations, not even written even by Con
gress, has changed our attitude toward 
the proper use of police power as estab
lished under the Constitution. While 
this is annoying to many Americans, 
many of whom are voicing their resent
ment, the principle of a centralized po
lice power has become acceptable and 
unchallenged by our political leaders 
today. 

The emotional frenzy surrounding 
the war on drugs has allowed Federal 
police powers to escalate rapidly into 
the areas of financial privacy, gun own
ership, border controls and virtually 
all other aspects of law enforcement. 
Many see this trend as dangerous to 
our liberties while doing little or noth
ing to solve the problems of violence, 
gang wars, deterioration of the inner 
cities or the decline of the public edu
cational system. 

The declared justification for mili
tary intervention at Mount Carmel, al
though never substantiated, was that 
the Branch Davidians were manufac
turing amphetamines. This provided 
the legal cover for army tanks to use 
the poisonous gas which apparently re
sulted in the devastating fire in what 
was a military operation to enforce the 
law, something which in ordinary 
times would have been strictly a local 
law enforcement matter. 

Despite the legitimate concerns sur
rounding nationalization of the police 
force and using the military to enforce 
local laws, the House just recently and 
overwhelmingly approved the use of 
10,000 military troops to patrol U.S. 
borders, none of whom, however, expect 
to be deployed on the northern border. 
Rather than addressing the incentive 
of welfare benefits to legal and illegal 
aliens , Congress instead reinstated the 
funding to aliens which was struck in 
last year's budget welfare reform. The 
House evidently in its infinite wisdom 
believes that 10,000 troops will solve 
many of our social problems. 

If this Nation's drug laws are not re
considered, the tremendous incentive 
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for quick profits will prevent any suc
cess that might otherwise result from 
more and more armed border agents. 

But it is also the psychology behind 
this effort that so often allows the en
forcement process to get out of hand, 
whether at Ruby Ridge or Waco. So far 
the military on our southern border 
has not exactly done itself proud. 

In January of this year, the army 
shot and wounded an illegal immigrant 
near the Rio Grande Valley. Initially 
the Army said the alien fired twice at 
the soldiers and had been involved in a 
robbery. These facts, however, were 
never substantiated. Even worse, 
though, is the case of an 18-year-old ex
emplary high school student and U.S. 
citizen named Ezeqaiuel Hernandez 
who on May 20 was shot and killed 
after being tracked for 20 minutes. He 
was wounded but then was allowed to 
bleed to death. What is more , now that 
more evidence regarding the shooting 
has become available, the soldier pull
ing the trigger is the subject of an on
going investigation. Perhaps to some, 
these are minor incidents but the issue 
of using military troops for routine law 
enforcement is indeed a serious matter. 

According to an article by Thaddeus 
Herrick in the June 22 issue of the 
Houston Chronicle, changes in the law 
permitting the military to be used for 
law enforcement occurred during the 
Reagan administration and expanded 
steadily during the Bush and the Clin
ton administrations. Currently, about 
700 troops are being used for law en
forcement , mainly for the purpose of 
enforcing drug laws. However, with the 
new legislation working its way 
through Congress, the numbers could 
grow substantially. This does not in
clude the 6,000 border control agents al
ready manning the borders, a number 
which is slated to increase to 20,000 
over the next 10 years. 

Lawrence Korb, former Assistants 
Secretary of Defense under Reagan was 
and remains critical of the trends to
ward using military troops in this 
manner. His argument according to 
Herrick is that soldier's " whole 
mindset to is to go to war. They try to 
perform law enforcement but at some 
points their instincts may take over." 
This is a good warning which could be 
equally applied to our troops being 
used as civil policemen in foreign coun
tries under the United Nations banner, 
such as has done recently in Haiti , So
malia and now as well in Bosnia. Korb 
has consistently opposed using the 
military on our borders. 

The Clinton administration, in con
tinuing the process begun by Reagan, 
def ends his doing so. Don Maple a 
spokesperson for the National Drug 
Control Policy stated, " We believe 
there will al ways be a role for the mili
tary in law enforcement. " 

When the Mexican Government ig
nored the Mexican Constitution in the 
1830s and used the military to enforce 

civil law in Texas, the Texas settlers 
would have no part of it. The Texians' 
strong objection and resistance to mili
tary law eventually led to the Battle of 
San Jacinto. Military law in the colo
nies led to a similar result. Congress 
must be more careful in ignoring this 
principle. 

Until Congress addresses the failed 
policy of a national war on drugs and 
welfare state incentives which draw 
aliens across the borders in ever-in
creasing numbers, this unconstitu
tional national, centralized police 
state can only result in more loss of 
liberties in a never-ending battle 
fought at the expense of the American 
taxpayer. 

CAMPAIGN FINANCE REFORM 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Connecticut [Mr. GEJDEN
SON] is recognized for 5 minutes. 

Mr. GEJDENSON. Mr. Speaker, we 
are close to July 4, and it was not that 
long ago the President asked us to 
come to the Congress with a campaign 
finance reform bill that we would vote 
on by July 4, get it through the House, 
the Senate, and bring it to the Presi
dent 's desk. 

There has been virtually no action on 
campaign finance reform. I think I 
know the reason. There is a funda
mental difference between the major
ity of t he Republicans and the major
ity of the Democrats. Enunciated by 
the Speaker, Speaker GINGRICH says, 
" One of the greatest myths of modern 
politics is that campaigns are too ex
pensive. The political process in fact is 
underfunded, it is not overfunded. " 

Now, it is interesting because my col
league , the Speaker in particular, 
seems t o say in almost every other cat
egory t hat there is too much money. If 
it is feeding children, he says there is 
too much money. We cannot throw 
money at the problem. If it is edu
cation, he does not want to throw 
money at the problem. But when it 
comes to campaigns, he thinks there is 
not enough money. 

I find it very hard to grasp this con
cept. And if we take a look at what has 
happened here, things like low-income 
energy assistance has been cut by 50 
percent since 1978. We have had com
munity development banks have gone 
up 27 percent. Maternal and child 
health block grants have gone up 91 
percent from 1978. Congressional cam
paigns have gone up 294 percent. It does 
not indicate a shortage of cash. 

What it indicates is in reality that 
we spend way too much time raising 
money. And if one is running for the 
Senate in California, the last race was 
$14.4 million. In 1992, there was a cheap 
race for 10.4 million. And we come to 
an average of about $12.4 million. A 
winning candidate must raise $39,744 
over the course of the 312 weeks to 

make sure they have the money for 
that race. 

Now, there is a reason why the Re
publicans basically exercise their class 
warfare not just in the tax bill and not 
just in the budget authority and where 
they want to spend money, but why 
they want wealth to be represented in 
the political process, because they have 
a tremendous advantage. 

So when one talks to the Speaker 
and he says he thinks you need more 
money, well, they have already got 
about a $200 million-some advantage in 
the campaign funding system that we 
have here today. I do not know how 
much more of an advantage he wants 
to have. 

My belief is that the democratic in
stitutions we have here ought to rep
resent people and not just a way to 
funnel money into the political system. 
Candidates spend too much time rais
ing money. The American people no 
longer have the confidence they once 
had in our system. It seems clear un
less we change that, we will undermine 
this institution and all other institu
tions of this democracy. 

When people hear about $50- and 
$100,000 contributions, they sit back 
and say, well , my participation does 
not matter. Why should I volunteer 
when somebody can write a check for a 
quarter of a million dollars? Why 
should I send in $50 or $75 or $iOo? It is 
going to disappear in the flood of 
money that is coming into politics. 

We spend too much time raising 
money. We are losing our voters be
cause of the money in the campaign, 
and it just is destroying the very fabric 
of our political system. 

Now, what should we do? I think, 
one, we should make sure we do not rig 
the system to just give more power to 
those people who have money. The way 
I think we solve that is by picking an 
amount of money that the average cit
izen could participate in the political 
process. 

I think there ought to be a $100 bill, 
a piece of legislation which I will enter 
in the next several weeks which will 
limit contributions to $100. I then want 
to put a tax on advertising, on tele
vision, radio and newspaper ads and use 
that money for a match to make that 
contribution about $700 worth of cash. 

Then we need to limit spending. We 
have to have enough so that a new per
son can challenge an incumbent. But 
we do not want to spend our entire 
lives chasing money and doing fund
raisers rather than representing our 
constituents or maybe even spending 
some time with our family. 

The political crisis that is here is one 
of confidence in the institutions of this 
democracy. My parents survived Hitler 
and fled the Soviet Union to come to 
the United States, not simply because 
of its economic success but because 
this was a country that guaranteed 
freedoms and provided for participa
tion in its democracy. Young people 
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and old people alike believe they can 

· no longer access this democracy unless 
they have a political action com
mittee, unless they have thousands of 
dollars to g·ive. 

Let us give this democracy back to 
the people. Let us limit campaigns to 
$100 from an individual. Then I think 
we will find volunteers flowing back 
into the political system and participa
tion of average Americans. This should 
not be a race about money. It ought to 
be a race about getting people into the 
system. 

0 1900 

TAX CUTS FOR MIDDLE CLASS 
AMERICANS 

The SPEAKER' pro tempore. Under a 
previous order of the House, the gen
tleman from Maryland [Mr. EHRLICH] is 
recognized for 5 minutes. 

Mr. EHRLICH. Mr. Speaker, I rise 
today in support of the Taxpayers Re
lief Act and to talk about the class 
envy and the class warfare- and the 
strategies that the American people 
and the producers in this country are 
absolutely sick of. I want to talk about 
it in the context of three particular 
taxes that we will be debating tomor
row in great detail. 

First the capital gains tax, Mr. 
Speaker. Cutting capital gains helps 
middle-class people, clear and simple. 
People who pay capital gains need the 
ability to understand that they should 
not be penalized for being successful in 
this society, Mr. Speaker. 

Consider these important facts from 
the Congressional Budget Office: About 
half of all families in this country own 
assets such as stocks, bonds, real es
tate, and businesses that generate cap
ital gains. The elderly, and this is bad 
news for the generational warfare 
types in this House, the elderly realize 
a disproportionate amount of capital 
gains. 

In 1993, those over 65 in this country 
realized 40 percent of all capital gains, 
although they make up just 12 percent 
of the population. They also paid 18 
percent of all capital gains taxes. A 
Joint Economic Committee report in 
1993 found that one-third of all tax
payers reporting capital gains had in
comes of less than $30,000. 

Why do folks in this country, who 
love to punish producers, who love to 
punish people who undertake risk in 
this society, why do they want to not 
index capital gains? Inflation is an un
fair tax on producers in this country. 
To fight the indexation of capital 
gains, in my view, is grossly unfair. 

The nonrefundable tax credit we have 
heard other speakers tonight talk 
about, this aspect of the child tax cred
it. Democrats claim the Ways and 
Means bill is unfair because it offers a 
nonrefundable credit to middle-income 
families. Over 18 million low-income 

families in this country receive a tax 
break already. It is called the earned 
income tax credit, and we spend $26 bil
lion on that earned income tax credit. 

Now folks on the other side of the 
aisle say that low-income workers 
should receive another tax break be
cause they pay FICA taxes. And I hope 
the American people are listening to 
this argument tonight and tomorrow 
and in the weeks ahead. Payroll taxes 
are different from income taxes. 

Inco.me taxes, which low-income 
workers do not pay because of the 
earned-income tax credit, go to general 
revenues and are used for Government 
programs, for general revenue pur
poses. FICA taxes are earmarked for 
Social Security and Medicare. Reve
nues from FICA taxes go to the Social 
Security Trust Fund and are used to 
pay benefits under Medicare and Social 
Security. 

Today, low-income workers, like all 
workers, are required to contribute to 
the Social Security system. They will 
receive all of what they pay into that 
system and more in the years ahead. 
And it is a very interesting difference 
between the parties when it comes to 
fairness, this concept of fairness. 

The Democrats seem to define fair
ness as follows: Middle-income earners, 
in addition to financing the earned-in
come tax credit, should also subsidize 
the retirement and health benefits of 
low-income workers. In essence, they 
say it is unfair for the working poor to 
contribute to the Social Security and 
Medicare system which will return ben
efits to them when they retire. 

Those of us on this side of the aisle 
define fairness as follows: All working 
Americans with kids deserve a tax 
break. Middle-income workers should 
not be responsible for subsidizing the 
payroll taxes paid by low-income work
ers. We all benefit from Social Security 
and Medicare, and we all need to con
tribute our fair share. 

Last, the great class warfare attack 
of 1997, the alternative minimum tax. 
The AMT passed originally in 1986, Mr. 
Speaker, as part of the Tax Reform Act 
of 1986, with -all good intentions to 
make sure that truly individuals 
wealthy and corporations could not 
avoid paying taxes, and I am fully in 
support of that have goal. 

But I go to the factories, as many of 
us do, we talk to the small business 
people in the capital-intensive indus
tries in this country, and they have got 
a problem with the alternative min
imum tax. Like so many provisions of 
the Tax Code, the AMT has produced 
unintended consequences. 

Let us be clear what the bill of the 
Committee on Ways and Means does 
not do in the way of alternative min
imum tax. Under current law, the al
ternative minimum tax treats invest
ment in business machinery and equip
ment as income rather than as an ex
pense. 

Under the proposal, it does not ex
empt the wealthy from paying taxes, it 
does not exempt companies from pay
ing taxes. No companies with taxable 
income will be able to avoid paying 
taxes. We should all recognize this sim
ple fact. Enough of class warfare. 
Enough of class envy. Let us go give a 
break to the producers and middle 
class of this country. 

REPUBLICAN TAX CUT PACKAGE 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle
woman from California [Ms. WATERS] is 
recognized for 5 minutes. 

Ms. WATERS. Mr. Speaker, the rec
onciliation spending bill that we just 
passed leaves me deeply concerned 
about this Congress and where we are 
heading. The spending package vio
lated the letter and the spirit of the 
budget agreement and hit hardest at 
the working and poor families of our 
Nation that struggle every day to get 
by. 

Before I speak about tomorrow's vote 
on the unfair Republican tax cut pack
age, I want to say a few words about 
what we as a body have done in voting 
for this budget reconciliation spending 
bill. 

While there are many serious attacks 
on working families in the spending 
bill, like privatizing portions of Med
icaid and food stamps, slashing the 
Federal funding for those hospitals who 
serve a disproportionate share of low
income patients, and block-granting 
children's health care, one of the most 
serious attacks is against the min
imum wage and workplace protections 
for workfare participants. 

The budget reconciliation bill con
demns working welfare recipients to 
second class citizenship. The bill spe
cifically states that benefits provided 
to these workers in their jobs are not 
to be considered wages or compensa
tion. With this devious language, the 
bill denies these hundreds of thousands 
of hard-working mothers and parents 
the rights that all American workers 
now enjoy, and it denies these workers 
the enforcement and remedial protec
tions of the Fair Labor Standards Act. 
This is wrong. It must not be retained 
in the final passage of the bill. 

Tomorrow we turn our attention to 
the other half of our· Nation's budget, 
the tax cut package. The Republican 
leadership have made their priorities 
known with their budget proposals. 

Their $835 billion tax cut package 
gives the wealthiest Americans the 
largest tax benefits and pushes the 
poor further into poverty. The wealthi
est 20 percent of the U.S. population 
would receive a whopping 87 percent of 
the net benefits. But the bottom 60 per
cent would share only 4 percent of 
these tax benefits. In fact, the poorest 
20 percent of the population that has 
only 4.5 percent of the Nation 's after-
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tax income would receive none of the 
gain. 

Most of the tax cuts benefit upper-in
come people. Open-ended estate tax 
cuts would benefit only the richest 1.5 
percent of families. They give the 
wealthiest Americans deficit busting 
capital gains tax breaks. In addition, 
the Republicans have the audacity to 
propose that these tax breaks for the 
wealthy be indexed for inflation. And 
this is the same leadership that is op
posed to cost-of-living increases for 
working Americans. 

At the same time, the Republicans' 
proposal denies the working poor the 
tax relief they guarantee the rich. The 
Republicans took the President 's edu
cation tax package, including the 
HOPE scholarship, and undermined its 
goal of reaching the neediest students. 
The Republican plan would cover only 
half of tuition costs, even for the first 
2 years of college. 

The bill also denies the $500 per child 
tax credit to over 15 million families. 
It does this by denying the full benefit 
of the child tax credit to the poorest of 
working poor, those who are eligible 
for the earned income tax credit. Con
trary to what the Republicans allege, 
it is only those that are employed and 
pay payroll taxes that are elig·ible for 
their earned income tax credit. They 
deserve all the help they can get, and 
this bill denies them this much needed 
help. 

We should not forget that the budget 
deal was a serious compromise from 
the President's original budget pro
posal , which many of us felt fell short 
of the Nation 's needs in many critical 
areas. 

For example, the measly $5 billion 
requested by the President for edu
cation infrastructure, that is, to fix up 
the Nation's schools, schools with no 
air conditioning, schools where the 
heating systems are broken, schools 
where windows and roofs need repair, 
all of this was denied, taken off the 
table because the Republicans said no. 

But at the same time, conservative 
estimates put the real cost of address
ing the infrastructure problem at over 
$100 billion, and we could not get them 
to agree to $5 billion. And what about 
a real jobs program that pays a living 
wage , instead of trying to pay the 
working poor subminimum wages and 
deny their workplace rights? 

Let us be clear, this Republican tax 
bill is an outrage. We will all end up 
paying dearly for it in the end. It will 
make it much more difficult it address 
our Nation's real problems. 

I urge my colleagues to vote against 
this unfair tax cut bill and reject this 
attack on working Americans and poor 
Americans. 

TRIBUTE TO BISHOP EDWARD T. 
HUGHES 

The SPEAKER pro tempore. Under a 
previous order of the House, the gen-

tleman from New Jersey [Mr. PAPPAS] 
is recognized for 5 minutes. 

Mr. PAPPAS. Mr. Speaker, I rise 
today to pay tribute to Bishop Edward 
T. Hughes, the Second Bishop of 
Metuchen, NJ. Just this past Sunday, 
the 22nd of June, I attended a mass to 
celebrate his 50th year anniversary of 
ordinat ion into the priesthood. 

Over the past 50 years, Bishop Hughes 
has inspired, educated, counseled, and 
guided thousands in countless ways. So 
many of the people that I represent 
have been touched and aided by his 
kind words and actions. On a daily 
basis, Bishop Hughes has in a special 
way comforted those in times of sorrow 
and been an instrumental part of the 
joy and happiness of many families and 
individuals. 

Bishop Hughes is a loving man that 
shepherds his flock with care and 
gentleness. He is an outspoken de
fender of the unborn and a foe of rac
ism and bigotry. He fully understands 
the importance of his mission in 
spreading the word of God to his com
munity . He has devoted his life to 
being a shepherd for the Lord by 
spreading spirituality and grace. 

Through his good works and deeds, he 
has touched all those who have been in 
his presence . In today's fast paced envi
ronment and a world that is often filled 
with sadness and violence, he dem
onstrat es how each of us can find a 
place for faith and remember what is 
good and right. 

It was in early life that he, in 1938, at 
the tender age of 18, dedicated his life 
to serving Jesus Christ and entered St. 
Charles Seminary. Since that time he 
has used his wealth of knowledge to 
teach history and act as a positive role 
model for many young people. 

Pope Paul VI recognized his out
standing service in 1976 and appointed 
him auxiliary Bishop of Philadelphia, 
and he was ordained Bishop in July of 
that year by John Cardinal Krol. As 
Bishop he met new challenges head-on 
and demonstrated his leadership on a 
national level, most recently as chair
man of the National Conference of 
Catholic Bishops Implementation Com
mittee for the Catechism of the Catho
lic Church. 

In December of 1986 Pope John Paul 
II recognized what so many Roman 
Catholics in New Jersey and Pennsyl
vania had and named Bishop Hughes 
chief shepherd of the Diocese of 
Metuchen which consists of nearly a 
half million faithful. The Diocese has 
seen unprecedented growth during the 
Bishop's tenure. He has dedicated more 
than 15 churches and blessed numerous 
other facilities. 

The Bishop has a keen sense of social 
responsibility and has reached out to 
community shelters, clinics, and other 
agencies of assistance to help those in 
need. He truly does the Lord's work. 

Today there is an increased impor
tance placed on cultural diversity and 

understanding. The Bishop has reached 
out to the Hispanic, Asian, African
American, and Portuguese members of 
the community and increased cultural 
understanding among these groups 
while spreading God's love of all peo
ple. 

The Diocese of Metuchen has been 
very fortunate to the have him as their 
Bishop; and on behalf of the citizens of 
the 12th District of New Jersey, I would 
like to offer my congratulations and 
thank the Bishop for the time that he 
has devoted to the people of the 
Metuchen Diocese. 

Bishop Hughes' motto is " Rejoice in 
the Lord always," and his life and serv
ice have truly been a model of just 
that. 

D 1915 

TAX RELIEF NOW 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Wisconsin [Mr. NEUMANN] 
is recognized for 5 minutes. 

Mr. NEUMANN. Mr. Speaker, I rise 
tonight to call attention to how far 
this CongTess has come. In order to 
truly understand how much this Nation 
has changed over the last couple of 
years, since 1995, when there was a 
change of who was running this place 
out here, I think it is important we go 
back to the pre-1995 years and talk 
about what it was that made the Amer
ican people so cynical, almost to a 
point that when somebody out of Wash
ington says " here 's what we 're going to 
do, " nobody believes him. I thought I 
would start with the Gramm-Rudman
Hollings Act of 1985. 

This was back in the middle 1980's, 
when Congress started promising the 
American people a balanced budget . I 
was not here. I watched this thing very 
closely from the outside. I was a tax
payer building a business from the 
ground up at that point in time, work
ing hard every day, and I watched this 
promise. I watched them promise us 
that they were going to balance the 
budget. Their promise was along this 
blue line in this chart. What they actu
ally did is they followed the red line in 
this chart. 

As my colleagues can see , their 
promises did not hold up. As a matter 
of fact, instead of getting to a balanced 
budget as originally promised in 1991, 
the deficits exploded. What did they 
do? They did the Washington thing, 
and many people in America, myself 
included, got even more upset with 
them. They put a new Gramm-Rud
man-Hollings bill out. Since they could 
not meet the first one, they made up a 
new one. The second one had a blue 
line again. The blue line shows their 
promised route to a balanced budget, 
and the red line shows again what ac
tually happened. The deficit exploded. 
Why did that happen? They could not 
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curtail the growth of Government 
spending in Washington. They just 
plain could not resist reaching into 
your pocket, taking more money out 
and spending more money out here in 
Washington. There was a fundamental 
belief out here that the people in Wash
ing·ton knew better how to spend the 
American people 's money than they 
knew how to spend it themselves. 

This is kind of what was going on be
fore 1995. We had the promise in 1985, 
the promise again in 1987, several more 
promises along the way. We got to 1993, 
and in 1993 they said we really do have 
to get this deficit under control, we 
know we have made these promises re
peatedly so what we are going to do , 
they decided in 1993, this was the past 
again, they said we are going to raise 
taxes on the American people to try 
and get us closer to a balanced budget. 
It was the closest vote they have ever 
seen in this House. In both the House of 
Representatives and in the Senate, 
that tax increase that raised the gaso
line tax and the Social Security tax, 
that 1993 tax increase, the biggest tax 
increase in American history, passed 
each House by one single, solitary vote. 
The American people rejected that, be
cause in 1994, they said, " We're sick of 
the broken promises and we 're tired of 
the tax increases. Washington should 
not be reaching into our pocket and 
taking more money out to try and get 
to a balanced budget. " 

In 1995, they elected a new group to 
Congress. They elected the Republicans 
to take over. The Republicans got here 
and they made a promise to the Amer
ican people, too. We laid out a 7-year 
plan to get to a balanced budget. We 
are now in the third year of that 7-year 
plan, and this may very well be the 
best kept secret in Washington. We are 
in the third year of our 7-year plan to 
balance the budget and we are not only 
on track, but ahead of schedule. 

In fiscal year 1996, this red column 
shows what was promised to the Amer
ican people. This is the Republican 
promise of 1995 to the American people. 
We not only met that target, but the 
deficit was actually lower. As we start
ed down our track to a balanced budg
et, the first year was in, and we hit the 
target. 

This is what was promised to the 
American people in the second year, 
this red column. The blue column 
shows where we actually were . We have 
got 2 years under our belt now not only 
on track, but ahead of schedule . 

Today what we are passing is the 
third year in this plan, and the third 
year in this plan is once again on track 
and ahead of schedule. We are in the 
third year of a 7-year plan to balance 
the Federal budget and, very different 
than the previous Congress, very, ver y 
different, we are not only on track but 
ahead of schedule. 

How did all this happen? How did all 
of this come about? It came about be-

cause instead of reaching into the 
pockets of the American people and 
taking more money out through tax in
creases, instead of doing this, the new 
group that came here in 1995 said it 
would be a whole lot better if we cur
tailed the growth of Government 
spending. If we just controlled the Gov
ernment spending habits out here in 
Washington, we would not need to raise 
taxes to be on track and ahead of 
schedule in balancing the budget, and 
that is what we did. Two years into 
this program, we have reduced the 
growth of Government spending by 
over 40 percent. We have literally got 
our arms around and curtailed the 
growth of Government spending to a 
point where today we passed a bill that 
is going to balance the budget at least 
by 2002, and we are tomorrow going to 
pass a bill that allows tax cuts for the 
American people. 

I hear a lot of rhetoric about these 
tax cuts, but I know the middle-income 
folks understand wha't these tax cuts 
are. In a family of five, the people we 
see in church every Sunday, those folks 
know what the tax cuts are. They know 
if they have got three kids at home, 
one headed off to college, that they 
stand to receive $1,000 for the two kids, 
$500 for each one of them still home, 
and $1 ,500 for the one that is going off 
to college. They do not understand all 
this class warfare rhetoric , but they 
sure understand what the tax cuts are. 
It is a great time for America when we 
have not only balanced the budget but 
provided additional tax relief for the 
American people. 

BUDGET RECONCILIATION TAX 
PROPOSALS 

The SPEAKER pro tempore. Under a 
previous order of the House , the gentle
woman from North Carolina [Mrs. 
CLAYTON] is recognized for 5 minutes. 

Mrs. CLAYTON. Mr. Speaker, the tax 
bill that we are here discussing and in 
particular the tax bill under the rec
onciliation package looks good on its 
face. Federal taxes are cut by a total of 
$133 billion over 5 years. I believe the 
American people deserve and want a 
tax cut. But the devil is in the details 
of the tax bill. The bill has a phased-in 
$500 per child tax credit. This is a very 
important and most needed credit. 
Most Americans would certainly want 
that and embrace that. But the bill 
does not allow the credit before an 
earned income tax calculation. What 
does that mean? It means that low-in
come, struggling working people would 
therefore not get the same benefit that 
most Americans would get because 
they would be denied to have that op
portunity as those who make more. 
Some 28 million children would be de
nied this tax credit because they do not 
earn enough money to get a tax break. 

Mr. Speaker, I believe the American 
people would be quite surprised to 

know, if some have their way, that the 
days of tax relief only for those who do 
not need tax relief are not over. 

The bill provides for estate tax relief. 
Again, this is a very welcome initiative 
that farmers and small businesspersons 
in my State have been seeking for a 
long time. But here again the bill 
phases that relief in, $20,000 a year over 
15 years, while immediate and more re
lief to working families is needed. They 
need a faster phase-in. That kind of re
lief really amounts to no relief for low 
and moderate income working families. 
They need help now. For generations, 
these families have struggled to main
tain their family farms or their family
owned business, only to face the loss of 
them when the head of the family 
passes, and they are unable to pay the 
estate taxes because their liquid assets 
are limited. 

And with regard to HOPE scholar
ships, a similar pattern emerges. Under 
the bill, working families would get 
$600 in relief, not the $1,500 that was 
just spoken about. That amount of 
money does not go far enough to help 
those families struggling to send their 
children to college. 

The Democratic substitute, however, 
offers a better plan for lower and mid
dle income families. In HOPE credits , 
they get $1,100 in tax relief. Estate tax 
relief is more in keeping with the reali
ties of family-owned businesses. It is 
phased in at a faster rate and not over 
a 15-year period. And working families 
could still take advantage of the $500 
tax credit. You do not deny poor work
ing families that which you allow all 
other families to have. 

In addition, the Democratic sub
stitute sets a cap on capital gains. 
Most people want capital gains. But 
again a reasonable and a prudent ap
proach given our budget goal is what is 
needed. And it does not index capital 
gains to inflation. 

It is clear, Mr. Speaker, under close 
inspection, that the Democratic sub
stitute is far more favorable to low and 
middle-income working families than 
the tax bill that will soon be before us 
that we will vote on tomorrow. 

Mr. Speaker, working families in 
America indeed need tax relief. They 
want it and they should have it. But 
they need it now and they need a fair 
one. I submit that the Democratic sub
stitute provides that necessary relief. 
The tax bill does not. 

MFN FOR CHINA, AID TO BOSNIA 
IN FLOOD RELIEF BILL, AND 
DISNEY BOYCOTT 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Tennessee [Mr. DUNCAN] is 
recognized for 5 minutes. 

Mr. DUNCAN. Mr. Speaker, I rise to
night to mention three very important 
but unrelated topics. One is the vote 
yesterday to grant most-favored-nation 
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status to China. Last year 141 Members 
voted against MFN status for China. 
Yesterday 173 voted against this status. 
This is an issue that is not going to go 
away and the opposition will continue 
to grow if the Chinese do not make 
major reforms and start doing better in 
relation to human rights. The Chinese 
should not take yesterday's vote as 
some type of endorsement of their very 
repressive policies. This is· particularly 
true in relation to the horrible persecu
tion of millions of Christians going on 
in China right now. 

Michael Horowitz, a leader in speak
ing out against this persecution and 
who happens to be Jewish, said in a re
cent interview with Chuck Colson the 
following. He said, "I am speaking out 
on behalf of persecuted Christians pre
cisely because I am a Jew in the most 
deeply rooted sense. I see eerie par
allels between the way the elites of the 
world are dealing with Christians-who 
have become the scapegoats of choice 
for the thug regimes around the 
world-and the way the elites dealt 
with the Jews when Hitler came to 
power. Another parallel is the tongue
tied silence of the Christian commu
nity in the face of this persecution. A 
similar silence was evident in the years 
leading to the Holocaust. Silence, any
body's silence, in the face of persecu
tion is deadly. So for me ,'' Mr. Horo
witz said, " sparking our campaign for 
awareness and action is the most im
portant thing I expect to do. What 
thugs did to Jews, they are doing now 
to Christians. I put it to you, Chuck, " 
Mr. Horowitz said, " Christians are be
coming the Jews of the 21st century. " 

Also, the Chinese must start treating 
us more fairly in regard to trade. We 
have a trade deficit with China now at 
40 to $50 billion, depending on whose es
timate is used. Economists say con
servatively that we lose 20,000 jobs per 
$1 billion. This means we may be losing 
as many as 1 million American jobs 
this year to China and we are losing 
even more to Japan. We cannot con
tinue these huge trade deficits and re
sulting huge job losses, Mr. Speaker, 
for much longer without doing great 
harm and irreparable harm to this Na
tion. Already while our unemployment 
rate is very low, our underemployment 
rate is terrible. As I have said before, 
we are ending up with the best edu
cated waiters and waitresses in the 
world precisely because we are sending 
so many good jobs to other countries. 

Secondly, and briefly, Mr. Speaker, it 
was unconscionable to require us to 
vote for $2 billion more for Bosnia on 
the so-called flood r elief bill. We sent 
far more to Bosnia than we did to 
North Dakota. There is no threat to 
our national security in Bosnia. There 
is no vital U.S. interest there. We can
not settle these centuries-old ethnic 
conflicts even if we pour our entire 
treasury into Bosnia. We need to put 
our own people first. We do not need 

our soldiers and sailors doing inter
national social work. We need to bring 
our troops home now. I was very dis
appointed that yesterday we voted 
down the Hilleary amendment to bring 
our troops home by December 31. The 
President originally promised we would 
have our troops out after one year at 
the most and that was many months 
ago. 

Third, Mr. Speaker, and lastly, the 
Hill newspaper reported today that no 
Members were willing to publicly sup
port the Southern Baptists in their 
boycott of the Disney Company. Well, I 
know this boycott will not be success
ful against this extremely rich corpora
tion. However, I for one, and I am a 
Presbyt erian, not a Baptist, admire 
and respect the Southern Baptists for 
standing up for their beliefs and for 
trying to do what they and millions of 
people believe is morally right. We 
need much less sex and violence on tel
evision and in our movies and the Dis
ney Corporation is not upholding fam
ily values as it once did. 

TAXPAYER RELIEF ACT 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle
woman from Texas [Ms. JACKSON-LEE] 
is recognized for 5 minutes. 

Ms. JACKSON-LEE of Texas. Mr. Speaker, 
I rise today because we are about to take up 
a bill called by the Republican the Taxpayer 
Relief Act. If you look closely at this bill, a bet
ter name would be "The Rich get Richer Act." 

This is no secret, Mr. Speaker. It's in all the 
newspapers, it's Republican payback time. It's 
no secret who the members on the other side 
of the aisle represent. More than half the ben
efits of the Republicans tax plan go to people 
who make an average of $250,000 a year. 
The next 25% of their tax breaks go to those 
making more than $75,000. 

And who gets the crumbs, Mr. Speaker. 
Who is shortchanging the American working 
families? As is the usual case when the Re
publicans talk about relief, they talk about 
helping their wealthy friends. They are now 
working to cut taxes on the profits made from 
the sale of stocks and bonds beyond the 
amount of taxes paid on wages, they are 
working to end the corporate alternative min
imum tax, they are working to give I RA tax 
preferences to the top 20% of taxpayers, and 
they are working hard to cut the taxes on es
tates that would benefit the top 2% of estates. 

Mr. Speaker, the numbers are clear for the 
Republicans. Help the high incomes, help 
those in the highest tax brackets and the Re
publican know that they can help themselves. 
They know that the big corporations will help 
them if they end the alternative minimum tax 
so some of our largest corporations can avoid 
paying any taxes again. We closed this loop
hole some time ago and now they want to 
open it up again. It is no secret who is danc
ing with the Republicans, where their bread is 
buttered. 

This is the party that cuts out working Amer
icans making less than $15,900, 15 million 
working, tax paying wage-earners who the Re-

publicans say are getting welfare if they are 
given the same $500 per child tax credit that 
Republicans say their friends making more 
than $250,000 should get. 

Let's do the Republican math-make less 
than $15,900 and you don't need a $500 per 
child tax credit-make more than $250,000 and 
you do need the same tax credit. It doesn't 
take a rocket scientist to see where the Re
publicans are coming from. 

In my own district, in the 18th Congressional 
District in Texas, the median household in
come in about $22,000 a year. Will the Re
publican bill help most of them? Will the tax 
cuts they are proposing help the majority of 
my constituents? Will the Republican cuts help 
the majority of American? How much do the 
Republicans think the American people will 
stand for? 

This is where the American people can see 
the clear differences between the Democrats 
and the Republicans. The Democratic plan
the plan authored by the distinguished Rank
ing Member of the Ways and Means Com
mittee, Representative CHARLES RANGEL-is a 
plan that gives tax relief where it is need-to 
working families, hard working taxpaying fami
lies. 

The Democratic alternative calls for three
quarters of their tax breaks going to people 
making less than $58,000 a year. There are 
tax cuts for small business owners, there are 
tax credits for the parents of all of our chil
dren, there are tax breaks for families that are 
trying to send their children to college. Sure, 
the Republicans have their education tax plan, 
but it wouldn't help those going to our commu
nity colleges much. 

Democrats have a fairer plan for capital 
gains cuts-the Republican plan now means 
that for wealthy investors, they will pay a lower 
effective rate on the profits of the sale of their 
stocks than a moderate income family pays on 
their wages. Democrats would allow those · 
who are forced to sell their home at a loss 
some tax relief-the Republicans don't. Demo
crats target a fairer capital gains cut for small 
businesses and farmers. Our estate tax relief 
is aimed at giving families who want to pass 
on their small businesses a break rather than 
the well off who don't really need these kinds 
of tax cuts. 

Mr. Speaker, it is time for the American peo
ple to draw the line in the sand. It is time for 
the working families out thee to be heard. It is 
time to stand up and be counted. Who does 
this House of the People stand for? There is 
nothing more basic than taxes and the dif
ference between the Republicans tax package 
and the Democratic tax package is plain for 
Americans to see. It is time to stand up and 
really be counted. 

D 1930 
OPPOSITION TO THE 

SPENDING PORTIONS 
RECONCILIATION BILL 

TAX 
OF 

AND 
THE 

The SPEAKER pro tempore (Mr. 
TIAHRT). Under a previous order of 
the House, the gentlewoman from Flor
ida [Mrs. MEEK] is recognized for 5 min
utes. 

Mrs. MEEK of Florida. Mr. Speaker, I 
oppose both the tax provisions and the 
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spending prov1s1ons of the reconcili
ation bill. I want to say why, Mr. 
Speaker. 

The spending cuts that the House ap
proved today fall mainly on the weak
est members of our society, on the sick 
and on the elderly. Tomorrow we will 
be voting on tax cuts that mainly favor 
the wealthy. Today the House voted to 
rob from the poor so that tomorrow the 
majority can help the rich. 

I think that is wrong, Mr. Speaker, 
and I oppose both parts of this strat
egy. 

According to the Center on Budget 
and Policy Priorities, the poorest 20 
percent of families, those with an aver
age annual income of only $9,200 will 
get $63 less because of the majority 
cuts in Federal spending and changes 
in taxes. Think of this, Mr. Speaker. 
The wealthiest 1 percent of the fami
lies, those with an average annual in
come of $442,000 come out as big win
ners. They will have $27,000 more. That 
means that the extra money they get 
under this majority bill exceeds the 
total income of the poorest in this Na
tion. 

I represent many of those people, Mr. 
Speaker. I seek an appeal to the Con
gress to look at this bill that has these 
tax cuts that will not help the poorest 
of the poor. 

The majority here in the House 
wants to pay for these unfair tax cuts 
by squeezing large public hospitals like 
my public hospital in Miami, Jackson 
Memorial. It helps the poor and that is 
probably one of the few hospitals that 
must take the poor. 

The Republican majority cuts the 
Medicare payments to hospitals by $38 
billion over 5 years. The reported bill, 
Mr. Speaker, is one that will certainly 
rob from the poor. I think that it is 
wrong, and certainly I oppose this 
strategy because it does fall on the 
weakest members of our society. It 
also cuts for hospitals like my public 
hospital the disproportionate share 
payment to hospitals like Jackson Me
morial by another 13 billion over 5 
years. 

You know who is going to take up 
that cost? The taxpayers, the middle 
income, the upper income, the poor; 
someone has to pay that share that no 
longer will the government assist in 
sharing enough to help hospitals like 
Jackson. That is a $51 billion hit on 
these kinds of hospitals. 

These hospitals treat the poorest in 
our communities. It is the poor who 
would end up getting less health care. 

Yesterday I tried to improve on part 
of the reconciliation bill by asking the 
Committee on Rules to make in order 
my bipartisan amendment to give sup
plemental security, which we call SSI, 
the Supplemental Security Income, 
and the Medicaid to 147,000 legal immi
grants who have been living in this 
country who were in the country last 
August, but they are not covered by 
the reported Ways and Means proposal. 

You know who is going to have to 
take care of them and give them the 
health care? You are, Mr. Speaker, and 
I and those of us who are able to pay 
for that because, if you were not poor 
or elderly or disabled when this bill 
passed last year, then you are still in 
this country, and now when you get to 
be 64 years old and you become dis
abled and elderly, you are not covered. 

I offer this amendment with my dear 
colleague from Florida [Ms. Ros
LEHTINEN] and we also offer a way to 
pay for this, Mr. Speaker, for these 
needy people, but the Committee on 
Rules refused to let the House vote on 
bur bipartisan way of improving the 
bill. 

Mr. Speaker, we all would like to cut 
taxes. We know that the time has come 
that we can no longer spend where 
there are no resources. We understand 
that. We know that this is a time of 
belt tightening. We know that this is a 
time, as we go into the year 2000, that 
we must balance the budget. Well, you 
have decided to do that; the budget 
agreement has been cut. But this is not 
the time, not when we are asking the 
poor and the elderly to pay for the tax 
cuts. 

There is a fair way to cut taxes, but 
the way of the leadership is the wrong 
way. It worsens the spread between our 
wealthiest citizens and our poorest 
citizens. No one is here to say that 
poor and middle class people are not 
supposed to pay taxes, but I am saying 
that if there is a gap, it should be one 
that is equitable and that the rich will 
pay their share as well as the middle 
income and the poor. 

TAX CUTS SHOULD BE FAIR 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen
tleman from Arkansas [Mr. SNYDER] is 
recognized for 5 minutes. 

Mr. SNYDER. Mr. Speaker, I thank 
the staff for putting in yet another late 
evening here on behalf of the people of 
America. 

Mr. Speaker, I support a balanced 
budget. I strongly support it and all 
the things it can do for the business 
climate in this country. I voted for the 
budget deal and was one of the two
thirds of the Democratic side that did 
vote for the budget deal for a balanced 
budget, and as we know here that in
cludes a tax cut over the next 5 years 
totaling $135 billion. 

Tomorrow we are going to make a 
choice about what type of tax cut we 
want, what type of tax cut do we think 
America would benefit from. And Mr. 
Speaker, I consider this to be the good 
side of partisanship, that there is going 
to be a choice we make tomorrow be
tween the Republican plan and Demo
cratic plan; and we are in the minority 
party, but we have an alternative that 
we think is better. 

For me the issue comes down to what 
is the best tax cut plan for Arkansas. 

That is where I am from. What is going 
to be best for the working middle class 
families of Arkansas, for farmers, for 
self-employed, for the small business 
folks of Arkansas, for those American 
who play by the rules, work hard and 
pay taxes? Let me deal first, Mr. 
Speaker, with the child tax credit. 

I am going to protect last names 
here, but this is Judy and her two love
ly children, constituents of · mine in 
central Arkansas. Judy makes $7.50 an 
hour. That works out to a total of 
$15,000 a year. 

Now under the Republican plan be
cause she qualifies for the earned in
come tax credit, a credit that has been 
supported by every President including 
Ronald Reagan since Ronald Reagan; 
because she takes advantage of that 
earned income tax credit, under the 
Republican plan, she will not qualify 
for the $300 or $500 per child tax credit. 

Now the argument we hear is that, 
well, she does not pay income tax, that 
she does not pay income tax. Yes, she 
pays payroll taxes, but that does not 
count. I have a copy of her payroll 
stub. You know this is what we get 
every week or month, Mr. Speaker, and 
we look on here and we kind of get that 
empty feeling· in our belly when we see 
how much taxes came out of it. 

Yes, she pays income tax, but she 
also pays the payroll tax. And here is 
what she pays for her Medicare and her 
Social Security, the FICA tax, the pay
roll tax, that all employers and all 
working people in America pay. 

Please do not tell her that she does 
not pay taxes. But because of the way 
the Republican plan is written, even 
though she has two children and pays 
$1,150 a year in payroll taxes, even 
though she pays that level of taxes, she 
does not qualify under the Republican 
bill for a per child tax credit even 
though she has those two lovely chil
dren. She plays by the rules, she pays 
her taxes. Some reward, Mr. Speaker, 
for being a good American. 

Let me show you another picture. 
This is another family that are con
stituents of mine. This is Judy and her 
two children. Her children are older. 
She is to the point now she better be 
thinking about college, and I know 
Judy well enough to know that she is. 
She makes approximately $31,000 a 
year and she will qualify because of her 
income for the per child tax credit. But 
let us talk about the college aspect of 
it. 

Under the Democratic plan she will 
be able to get $1,500, when the full cred
it kicks in, per child per year for her 
children's college for the first 2 years. 
But under the Republican plan she will 
also get $1,500 per child but it will be 
calculated differently. It will be cal
culated 50 percent of the first $3,000 of 
tuition and expenses. It sounds the 
same; does it not? They are both going 
to get $1,500. But it is not the same for 
Arkansas. 
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Pulaski Technical College in North 

Little Rock, the tuition is a thousand 
dollars, a little over a thousand dollars 
a year. For Foothills Technical Insti
tute in White County, Arkansas, gods 
county, Mr. Speaker, if you are looking 
for a place to move, the total tuition 
per year is $672 a year. You take 50 per
cent of that, if you go to Foothills 
Technical, you will get about $350 tax 
credit, not the $1,500. 

It is just wrong under that Repub
lican bill to tell folks if you go to an 
expensive school, you get the full 
$1,500. If you choose to go to a 2-year 
community college or school like Foot
hills Technical Institute, you do not 
get the full credit even though your 
tuition is under $1 ,500. 

Judy works hard, she plays by the 
rules, she pays taxes; she does much 
better under the Democratic bill, not 
the Republican alternative. 

And finally today, Mr. Speaker, I had 
these letters delivered to my office 
from farmers throughout Arkansas, my 
district, and they are concerned, every 
one of them, about the estate tax. 
Every one of them is either hand
written or hand typed. 

Folks say: Well, estate tax just fa
vors the rich. If you are a small busi
ness person or a farmer, you are very 
concerned about that having to be bro
ken up when you pass away. Under the 
Democratic plan the relief is imme
diate. Under the Republican plan the 
relief is delayed until the year 2007. 

TAXPAYER RELIEF ACT 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle
woman from California [Ms. 
MILLENDER-MCDONALD] is recognized 
for 5 minutes. 

Ms. MILLENDER-McDONALD. Mr. 
Speaker, I rise tonight to address one 
of the most important votes we will 
cast in the 105th Congress, and that is 
the tax cut bill. I strongly oppose the 
Taxpayer Relief Act which we will vote 
on tomorrow. I do so not because I am 
opposed to tax cuts. As a former chafr
woman of revenue and taxation in the 
California State legislature, I am for 
tax cuts. But I am opposed to this re
lief bill which is not fair. 

As the charts behind me dem
onstrate, the bulk of the tax relief is 
offered for the wealthiest taxpayers 
while the low and middle income tax
payers, the ones who live in Califor
nia's 37th Congressional District, the 
district I represent, receive only nomi
nal relief. 

Mr. Speaker, 56 percent of the Repub
lican tax cut plan will go to the 
wealthiest 5 percent of Americans, 
Americans who earn well over $200,000. 
Under the Republican plan, taxpayers 
who earn $26,900 to $44,500 will receive 
only 17.3 percent of the tax cuts. More
over, for the lowest income earners, 
those who earn $6,600 to $15,900, the Re-

publican tax cut plan amounts to what 
is in effect a tax hike. 

This is not tax relief, but rather a 
tax ripoff for millions of hard-working 
middle class and lower income earning 
citizens. To provide such a tremendous 
tax cut to the wealthiest citizens of 
this country and at the same time in
crease taxes on American citizens who 
are earning the lowest income and are 
in the most need of a tax relief does 
not make any sense. 

The Republican tax bill further de
nies the $500 child tax credit to 20 mil
lion working families who receive the 
earned income tax credit. This plan 
does not value their hard work even 
though their earnings place them at or 
barely above the rate of poverty, and 
this is earned income. They deserve the 
child tax credit as much as any other 
working family. 

The Democratic alternative tax cut 
plan is the only real tax cut plan. It en
sures that all Americans who receive 
tax relief receive tax relief and not just 
the wealthiest. Those middle class 
hard-working American citizens who 
need a tax cut, those .who earn $26,900 
to $44,500 will receive 58.4 percent of 
the tax relief under the Democratic 
plan. In effect the Democratic alter
native shifts the bulk of the tax relief 
from the top 5 percent to the middle 40 
percent of all American taxpayers. 

The Democratic alternative tax cut 
plan also provides an estimated $37 bil
lion in education tax credits, which is 
almost twice what is offered in the Re
publican plan. It includes $5.7 billion in 
homeowner tax credits and important 
tax relief for small businesses, farmers, 
and for families with children. 

I do urge my colleagues to think 
about the American people we were 
elected to serve, to think about the 
millions of hard-working parents, try
ing to provide more than the basic 
needs of food, shelter and clothing for 
their children, but also a quality edu
cation, a healthy and safe environment 
to grow up in, and most important of 
all, Mr. Speaker, a quality future. 

We must represent the American peo
ple and vote for a real tax cut plan that 
will help all American families. 

D 1945 

HISTORIC VOTE AGAINST OUR 
VETERANS 

The SPEAKER pro tempore (Mr. 
TIAHRT). Under a previous order of the 
House, the gentleman from Mississippi 
[Mr. TAYLOR] is recognized for 5 min
utes. 

Mr. TAYLOR of Mississippi. Mr. 
Speaker, tomorrow in Congress Demo
crats and Republicans alike will vote 
for a tax reduction. They are going to 
give the wealthiest contributors a big 
tax break. They are going to give the 
smaller contributors a smaller tax 
break. But when it comes to those who 

in my opinion contributed the most to 
our country, not with their wallets, but 
with their lives and with their blood, 
they are going to get nothing at all. 

I am talking about our Nation's vet
erans and in particular, our Nation's 
military retirees. Mr. Speaker, today, 
your Congress had the opportunity to 
fulfill the promise of free heal th care 
for life for our Nation's military retir
ees, a promise that has been broken, a 
promise that remains broken every 
day. 

Mr. Speaker, out of this entire year
long legislative session, today was the 
only day, according to the Parliamen
tarian, that legislation to restore to 
our Nation's military retirees the 
health care benefits that they ·were 
promised could be brought to the floor 
for a vote, and today I tried to do just 
that. 

I am pleased to tell my colleagues 
that eve;ry single Democratic Member 
of Congress voted to help our Nation's 
military retirees, every single one. I 
regret to inform my colleagues that 
every single Republican Member of 
Congress, let me repeat this; every sin
gle Republican Member of Congress 
voted against helping our Nation's 
military retirees, even though the bill 
that would have helped them was in
troduced by a Republican, the gen
tleman from Colorado [Mr. HEFLEY]. 

I am a cosponsor of that bill and I am 
very proud to do so, because after all, 
if it is good for America, it really 
should not matter whether it is a 
Democratic or Republican idea. I am 
proud to say that every single Demo
cratic Member of Congress took the 
same patriotic approach to Medicare 
subvention. They supported bringing 
Medicare subvention to the floor for a 
vote, even thoug·h the bill's sponsor is 
a Republican. 

Why then, I ask the people on this 
side of the room, did every single Re
publican vote against it? Why did the 
98 Republicans who cosponsored Medi
care subvention vote against bringing 
it to the floor for a vote, despite a plea 
from the Retired Officers Association? 

I will read a letter sent to me by the 
Retired Officers Association: 

Dear Representative Taylor: Based on dis
cussions with you, we understand that you 
intend to make a motion to defeat the pre
vious question, and if successful, to offer an 
amendment to H.R. 2015, the Budget Rec
onciliation Act, to allow Medicare to reim
burse the Department of Defense for care 
provided to Medicare-eligible service bene
ficiaries in the Military Health Services Sys
tem, a concept we refer to as Medicare sub
vention. The Retired Officers Association 
strongly supports this initiative. 

Medicare subvention is critical to help 
honor the lifetime health care commitment. 
Servicemembers were promised lifetime 
health care in return for the extraordinary 
sacrifices of a 20- to 30-year career in uni
form. Now, after several rounds of base clo
sures, massive personnel reductions, and the 
advent of Tricare Prime, most Medicare-eli
gible service beneficiaries have lost access to 
military facillties. 
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Servicemembers did not equivocate when 

called upon to serve this Nation during years 
of armed conflict. This Nation should not 
equivocate on its commitment to provide 
them lifetime access to military facilities . 

This is the list, and I want to submit 
it for the RECORD, of the 98 Members, 
Republican Members of Congress, who 
cosponsored this measure, who will go 
home and tell their constituents they 
are for this, they want to help the mili
tary retirees, but when the chance 
comes, the once-in-a-year chance 
comes to put it into action, voted 
against it: 

HEFLEY, WATTS, NORWOOD, ENSIGN, 
BONILLA, BARTLETT of Maryland, 
RAMSTAD, GOODLATTE, LEWIS of Ken
tucky' BALLENGER, BEREUTER, 
CUNNINGHAM, HERGER, STEARNS, DAN 
SCHAEFER of Colorado, MORELLA, 
YOUNG of Alaska, DAVIS of Virginia, 
MCHUGH, SENSENBRENNER, REGULA, 
JONES, SKEEN, SCARBOROUGH, RIGGS, 
STUMP, MCCOLLUM, CHRISTENSEN, 
HAYWORTH, WOLF, MCKEON, HUNTER, 
BAKER, SAXTON, PETRI, SAM JOHNSON of 
Texas, SHAW, KIM, CALVERT, BATEMAN, 
SOLOMON, who voted against it in Com
mittee on Rules and on the floor; SHAD
EGG, MCCRERY, TIAHRT, FOLEY, PORTER, 
BILBRAY, PRYCE of Ohio, who voted . 
against it in the Committee on Rules 
and on the floor; RILEY, POMBO, 
GRAHAM, BONO, CANADY, WELDON of 
Florida, PARKER, METCALF, WAMP. 

Mr. Speaker, I will submit the re
mainder for the RECORD. 

CAMPBELL, KELLY, HASTINGS, WA, SMITH, 
NJ, SMITH, TX, WICKER, CALLAHAN, KOLBE, 
BARTON, TX, LINDA SMITH, WA, GRANGER, 
LAHOOD, COLLINS, PAXON, DOOLITTLE, HANSEN, 
LINDER, HUTCHINSON, ROHRABACHER, 
HOSTETTLER, EMERSON, NETHERCUTT, DIAZ
BALART, EVERETT, WELLER, NEY, COMBEST, 
PACKARD, TALENT, MCINNIS, TAYLOR, NC, BOB 
SCHAFFER, CO, GALLEGLY, SHIMKUS, HORN, 
CHAMBLISS, CHENOWETH, Fox, PA, and GIB
BONS. 

Mr. Speaker, I want to remind people 
that this is the only chance we are 
going to get to vote on Medicare sub
vention. Do not go home for the Fourth 
of July parades and tell the veterans 
you are with them because they now 
know' and the CONGRESSIONAL RECORD 
will reflect, that when given the oppor
tunity to do something for them, or do 
something for NEWT GINGRICH, you 
voted for NEWT GINGRICH and against 
our veterans. 

Mr. Speaker, I include for the 
RECORD the material referred to earlier 
during my special order. 

THE RETIRED OFFICERS ASSOCIATION 
Alexandria, VA, June 25, i997. 

Hon. GENE TAYLOR, 
U.S. House of Representatives, 
Washington , DC. 

DEAR REPRESENTATIVE TAYLOR: Based on 
discussions with you, we understand that 
you intend to make a motion to defeat the 
previous question, and if successful, to offer 
an amendment to HR 2015, the Budget Rec
onciliation Act, to allow Medicare to reim
burse the Department of Defense for care 
provided to Medicare-eligible service bene-

ficiaries in the Military Health Services Sys
tem-a concept we refer to as Medicare sub
vention. The Retired Officers Association 
strongly supports this initiative. 

Medicare subvention is critical to help 
honor the lifetime health care commitment. 
Servicemembers were promised lifetime 
health care in return for the extraordinary 
sacrifices of a 20- to 30-year career in uni
form. Now, after several rounds of base clo
sures, massive personnel reductions, and the 
advent of Tricare Prime, most Medicare-eli
gible service beneficiaries have lost access to 
military facilities. 

Servicemembers did not equivocate when 
called upon to serve this Nation during years 
of armed conflict. This Nation should not 
equivocate on its commitment to provide 
them lifetime access to military facilities. 

Medicare subvention will help honor that 
commitment while saving money-a " win
win" proposition for Medicare, for taxpayers 
and for those who served. 

Sincerely, 
MICHAEL A. NELSON, 

President. 

CUTTING MEDICARE BENEFITS TO 
THE ELDERLY TO PAY FOR TAX 
CUTS FOR THE WELL OFF 
The SPEAKER pro tempore . Under a 

previous order of the House , the gen
tleman from Massachusetts [Mr. 
OLVER] is recognized for 5 minutes. 

Mr. OLVER. Mr. Speaker, the fat is 
in the fire. Today this House passed, 
with an almost unanimous vote on the 
part of the Republican Members, a bill 
that is going to cut $115 billion out of 
Medicare, which is going to end up pro
ducing lower-quality health care at 
higher costs for my mother, for all of 
the Members of this body for their 
mothers and grandmothers and grand
fathers as well. 

Tomorrow we are going to end up de
bating the tax bill, which the Repub
licans paid for today by the cuts in 
Medicare, and in the process of passing 
that bill they refused to protect, to 
renew, to affirm the promise that had 
been made to our veterans of a lifetime 
of heal th care for people who had 
served in the military services, and 
that is particularly important for the 
12 million or so, or the remainder of 
the 12 million American veterans of the 
Second World War. 

Well, Mr. Speaker, the more things 
change, the more they are the same. As 
Yogi Berra once said, deja vu all over 
again. That is what has happened here. 
Throughout the 104th Congress, the 
fight in this House of Representatives 
and in the Senate was over the massive 
cuts in medical care for senior citizens 
that were virtually equivalent to the 
total amount of the tax cuts that were 
going to be given, and here we are 
again, cutting Medicare, and that is 
rather similar, very similar to the 
amount of dollars that are needed to 
pay for the tax cut that comes next. 

Mr. Speaker, the President and the 
Congress have made a balanced budget 
agreement, and there are going to be 
tax cuts as a part of that agreement. 
There will be tax cuts. 

But the question that we are going to 
be deciding tomorrow, who is it that 
are going to get the tax cuts? The ques
tion is , who do Members of the Repub
lican Party care about and def end and 
fight for, and who do Democrats care 
about and defend and fight for? 

Well, the Republican plan for tax 
cuts and the Democratic alternative 
tax cut plan show clearly who Repub
licans and Democrats care about and 
fight for, and we will see that very 
clearly tomorrow, and in the days 
ahead. We will see it again and again in 
the days ahead. 

Mr. Speaker, the Republicans have 
called their tax plan good for the mid
dle class, and they say that their plan 
gives tax breaks to working families 
who really need it. This chart tells a 
somewhat different story. 

The Republican plan, which is the 
plan that is in blue, gives almost two
thirds, 64 percent, of the tax reduction 
to one family out of six in America, 
those families, the 19 million families 
that already earn more than $100,000 a 
year. The Republican plan gives that 
one family out of six 64 percent of the 
tax reduction. Over here, the other five 
out of six families get 36 percent of the 
tax reduction, including that great 
middle class who have incomes be
tween $25,000 and $100,000 a year, that 
great middle core of the American peo
ple, the middle class in America, and 
they get 36 percent of the tax cut. 

The further great irony about this is 
Member after Member from the Repub
lican Party has stood up tonight and 
talked about class warfare. Well, there 
is nothing that shows the class warfare 
better than to show that graph that 
shows 64 percent of the tax reduction 
in their plan going to one family, the 
wealthiest family out of every six fam
ilies in the country. That is the class 
warfare that is involved. And the great 
irony is here that it goes even beyond 
that, because if we take this group of 
five out of six families over there in 
the blue piece on the left, the part that 
are going to get 36 percent of the tax 
reduction divided among them, it turns 
out that two out of those five, two fam
ilies out of those five whose income is 
less than $25,000 a year, they are going 
to get nothing from the plan. That is 
the extent of the class warfare which is 
involved in this legislation which we 
will take up tomorrow. 

TAX RELIEF FOR AMERICANS 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, the gentleman from Mis
souri [Mr. HULSHOF] is recognized for 60 
minutes as the designee of the major
ity leader. 

Mr. HULSHOF. Mr. Speaker, obvi
ously the topic of choice is the upcom
ing vote. I have been sitting here pa
tiently for about an hour and a half 
waiting our turn for this special order 
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and have consistently heard on the 
other side of the aisle about these tax 
breaks which we will have a chance to 
visit about and hopefully get the rest 
of the story out there, because I think 
unfortunately, too much rhetoric has 
been spewing out and we want to set 
the record straight. 

I want to start this time that we 
have, Mr. Speaker, and relate to my 
colleagues something that happens on 
a regular basis when I go back to the 
Ninth Congressional District of Mis
souri. Hardly a day goes by, when I 
make it back every weekend, when I 
am not stopped at the supermarket or 
at the church or at some function back 
in Missouri, . and a constituent comes 
up and says, Mr. HULSHOF, I am work
ing longer, I am working harder than 
ever, and yet I barely have anything 
left over in my checkbook at week's 
end. When is Washington going to give 
me a break? 

Well, Mr. Speaker, I am happy to an
nounce that if tomorrow goes as we 
hope, we want the American people to 
know that tomorrow is the day they 
get a break. Tomorrow is the day that 
we let the American people know that 
vie have been listening to them. We 
have heard them loud and clear. 

I want to take these few minutes 
that we have, and some other col
leagues in the Republican freshman 
class, and others to talk about some of 
the specifics. It is easy to paint pic
tures with a broad paintbrush. I think 
we need to talk about more specifics in 
this tax package and why it is good for 
middle America, why it is good for 
small business, why it is good for fam
ily farms. 

For too long, Mr. Speaker, Wash
ington has continued to spend and 
waste billions of dollars of Americans' 
tax money. From midnight basketball 
to dance lessons for convicts to $500 
toilet seats for the Pentagon, Washing
ton's spending has been out of control 
for too long. It is time for us here in 
Washington to spend less and to tax 
less. That is right. It is time for Wash
ington to give hardworking Americans 
some much-needed tax relief. 

D 2000 
Mr. Speaker, we have over a dozen 

colleges and universities in the Ninth 
District, and a lot of times, Mr. Speak
er, I am invited to address or speak to 
some of the political science classes at 
the universities; in fact, some of the 
middle schools, elementary schools, 
and high schools that I have had the 
great opportunity to address. 

One simple question that I get, often
times, is what is the difference between 
the two parties? What is the difference 
between the Democrats and the Repub
licans? I think the answer is somewhat 
simple. I have been here almost 6 
months, and I tell those young people, 
soon to be voters, that both parties be
lieve very passionately in democracy. 

Both parties, I believe, honestly are 
trying to achieve a better America. 

I just think oftentimes, though, our 
vision on what will get us to a better 
America, that is what is the difference. 
Probably the single greatest difference 
between the two parties is the fact that 
we Republicans deeply believe that 
America is an overtaxed Nation. We be
lieve it is a matter of principle that 
hard-working men and women in this 
country should be able to keep more of 
what they earn. We believe it is time 
for Americans who happen to be tuning 
in tonight, that they should not have 
to work so hard for the government to 
spend so much. We believe in tax relief 
for every stage of one's life. 

For instance, do the American people 
really understand that they pay more 
in taxes than they do for food, cloth
ing, and shelter combined? Do the 
American people understand that al
most half of their income goes to a 
government tax of some kind? 

Think about that, just for a minute. 
In your normal daily activities, when 
you wake up in the morning, grab that 
quick cup of coffee on the way to work, 
you have paid a sales tax on that cup of 
coffee. When you drive to work, you 
pay a gas tax. When you are at work, 
you are paying an income tax. Flip on 
a light and you are paying an elec
tricity tax. Flush the toilet, there is a 
water tax. Get home at night, you pay 
a property tax. If you turn on tele
vision, sometimes you are going to pay 
a cable tax. When you die, many of us 
are going to have to face a death tax. 
It is just too much, and it has to stop. 
If we have this vote tomorrow, Mr. 
Speaker, we will have a much-needed 
step in the right direction. 

Why is it, when anybody talks about 
allowing working families to keep 
more of their money-in fact, earlier 
tonight colleagues on the other side of 
the aisle said, when we were talking 
about keeping more of their money, 
they talk about ballooning the deficit, 
or wrecking the economy. Why is it 
that we never hear "It just can't be 
done" when it comes here in Wash
ington to spending less of Americans' 
tax money? Why is it always unwise or 
risky if you want to keep what is right
fully yours, but it is never unwise or 
risky if Washington wants to spend 
more? 

That is, Mr. Speaker, what I think 
we have accomplished today, and what 
we are going to accomplish tomorrow 
in this much-needed tax relief package. 

I see that some of my colleagues are 
here, especially my friend, the gen
tleman from New Jersey [Mr. PAPPAS], 
who has been a champion particularly 
as it relates to tax relief for those who 
are trying to make a go of it in their 
homes, particularly with the home of
fice deduction. I am not sure if that is 
specifically what he wants to talk 
about tonight, but I am happy to yield 
to my friend, the gentleman from New 
Jersey [Mr. p APP AS]. 

Mr. PAPPAS. Mr. Speaker, I thank 
the gentleman for yielding to me, and 
for focusing on this special order and 
focusing on such a fundamental issue 
for the people of our country. 

No, I want to talk about the death 
tax. Why I want to talk about the 
death tax, Mr. Speaker, is yesterday I 
received almost 30 letters from farmers 
in the Twelfth District of New Jersey, 
central New Jersey. Some of them, as 
Members can see, Mr. Speaker, were 
handwritten, some of them were typed, 
some of them obviously used laser 
printers, some used rather old type
writers. 

But I would like to just briefly read 
a few of the sentences from some of 
them, without using any names, but I 
think really it describes very, very viv
idly what so many people in our coun
try are feeling about their hope for the 
future of their farm and the opportuni
ties that their children would have to 
continue the tradition of the family 
farm in the United States. 

This is addressed to me: 
Dear Congressman Pappas: My wife and I 

own a farm in Hopewell Township. We were 
originally a dairy farm, but now raise crops 
such as wheat, corn, and hay. Seventy years 
ago I was born on this farm and have been 
working on it all my life. It has been in our 
family for almost 100 years, and is our major 
source of inheritance to give our children. 

Please repeal the Federal estate tax so all 
our hard work of keeping this farm will not 
be in vain. We want our children to have a 
better life without worry than we have had, 
because when we inherited the farm we had 
to pay heavy estate taxes. This should not be 
taxed again. 

Another letter states: 
We own a farm in Pittstown which we have 

worked hard to maintain. We have paid the 
taxes on our land. We have paid income tax 
on the profits we have made, on improve
ments, and on the farm machinery necessary 
to keep it running. It is unfair to impose yet 
another tax on the value of our property 
when we die. This should not be legal. 

Please consider this letter as our vote to 
do away with the death tax. We do not wish 
our heirs to have to sell the family farm in 
order to send more money to Washington. If 
our farm were to be sold, it would undoubt
edly become just another housing develop
ment in our already overcrowded State. 
Please do not let this happen. Vote to abol
ish the estate tax. 

There are two more, if I may. 
I have been a dairy farmer in Hunterdon 

County for over 60 years. During the past 
several decades I have witnessed the near ex
tinction of family farms in the State of New 
Jersey and their replacement with hundreds 
of residential developments. Many reasons 
exist for the decline in farming, but a major 
obstacle to the continuity of farming from 
one generation to the next is the Federal es
tate tax. Family farms are being forced to 
sell off major portions of their land to pay 
these taxes. 

I am writing to request your support for 
the repeal of the Federal estate tax. I would 
like to be able to keep my farm in the family 
and to offer my son and my grandson the op
portunity to continue to farm into the Q.ext 
century. 

Dear Congressman Pappas: This letter is 
asking for a repeal of the Federal estate tax. 
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This is unfair to families like myself, where 
the farm has been in the family for 200 years. 
It is a break-up of the mom and pop farm 
which has made this country what it is. En
tire families have helped, from children who 
put stones on fences , as my husband did, who 
picked potato bugs off potato plants, as my 
uncle did, who put corn husks in hired hands ' 
bedding, as I did. 

The last one, which is just two sen
tences I would like to refer to, is from 
a lady who says, "Dear Congressman, I 
write this letter to you in memory of 
my husband. Our farm is located in 
Tewksbury Township, Hunterdon Coun
ty, New Jersey. My husband was a 
dairy farmer and crop farmer for 50 
years. He devoted his entire life to 
farming. 

Please repeal the Federal estate tax. Our 
son has the hope in his heart to continue 
farming. To repeal the Federal estate tax 
will make this hope a reality. Thank you so 
much for your consideration of this letter. 

I would just like to hold this letter 
up, without showing the name, but she 
has a photocopy of her late husband as 
a young man sitting on his tractor, 
with a poem about him and what the 
farm meant to him. 

Mr. Speaker, my colleague from Mis
souri, and now I see my colleague from 
Kansas, this is absolutely critical to 
allow family farms to continue to exist 
in our country. 

Mr. HULSHOF. Mr. Speaker, in addi
tion to the letters and support of relief 
from this punitive estate tax, has the 
gentleman received any letters urging 
us to continue the estate tax? Has the 
gentleman received any letters from 
his district in New Jersey urging us to 
put a heavier tax burden on family 
farmers or family businesses? 

Mr. PAPPAS. If the gentleman will 
continue to yield, Mr. Speaker, abso
lutely not. This is, I believe, the single 
most important thing we can do to see 
the American dream a reality be con
tinued, to have family-owned busi
nesses, family-owned farms to be 
passed from one generation to the next. 

The American dream for many people 
has become the American nightmare. 
Decisive action by this Congress to 
work towards incrementally raising 
the exemption but to eventually elimi
nate this estate tax, we owe it to the 
American people. 

Mr. HULSHOF. Mr. Speaker, I appre
ciate the gentleman's comments, and I 
look forward to moving toward repeal. 
I know that the tax package that we 
have tomorrow, Mr. Speaker, does not 
accomplish the entire repeal of this 
very punitive tax. 

Early in this Congress, as Members 
know, I introduced a bill with the gen
tleman from Illinois [Mr. CRANE] to re
peal the death tax. We are moving in 
the right direction. What I want to do, 
I see my friend, the gentleman from 
Kansas, here, but before yielding to 
him, I know, and I cannot recall which 
speaker on the other side of the aisle 
misspoke, and I am sure it was an inad-

vertent misspeak, regarding what this 
tax package actually does. We phase up 
the exemption. 

Right riow the $600,000 exemption 
that precludes estates from being taxed 
was first instituted, I think, in 1987, 
and has not been indexed for inflation. 
What we are going to do is increase the 
exemption with tomorrow's tax relief 
package up to $1 ,000,000, not in 17 or 20 
years, as I think the gentlewoman from 
Carolina mentioned, but actually over 
the next 10 years. We will phase it in, 
$650,000 in 1998 up to $750,000 in 1999, 
and then eventually up to $1 million by 
the year 2007. 

I know the Federal death tax is 
something my friend, the gentleman 
from Kansas, is interested in. I am 
happy to yield to the gentleman from 
Kansas [Mr. MORAN]. 

Mr. MORAN of Kansas. Mr. Speaker, 
I appreciate the gentleman from Mis
souri yielding time to me. I did not 
necessarily know what I was going to 
speak about tonight, but I can cer
tainly join in the remarks of the gen
tleman from New Jersey, because es
tate taxes are clearly a problem in our 
economy. 

As I have listened over the last 6 
months as a new Member of Congress, 
as I listened in 6 months of cam
paigning for this office to the people 
who live in the 66 counties of the west
ern three-fourths of the State of Kan
sas, taxes are at the top of the list. 
They are at the top of the list because 
we have sapped the possibility of grow
ing this economy, of creating new jobs, 
of creating a family lifestyle that is 
conducive to mom and dad both being 
at home. 

So much of our effort as parents now 
goes into making ends meet, and so to
morrow when we debate and vote and 
hopefully pass a significant tax reduc
tion, this may be the vote on the House 
floor that in the 6 months that I have 
served in this Congress may actually 
cause me to feel the best about my vot
ing, because it is so important to us. It 
is so important to America, to its fami
lies, to its individuals, to our workers, 
to our business, to send a message that 
we hear loud and clear what the tax 
and regulatory environment created by 
Washington, D.C. does to America. 

The death tax that the gentleman 
from New Jersey mentions is a perfect 
example. It destroys the hope, the hope 
of many American small business men 
and women, the hope of the family 
farmer, to pass on that farm or that 
small business to the next generation. 
It destroys the hope that the next gen
eration can continue to earn a living, 
particularly in rural America. 

My district is composed of people 
just like that, people whose incomes 
are not very high, but who have worked 
hard to develop each and every busi
ness and farm into as successful an op
eration as it can be, and to develop and 
to create wealth for the next genera
tion. 

Where I come from people are not 
knocking on our doors to take over 
that family business or that family 
farm. They are hoping that they can 
scrimp and save and create enough 
weal th that the next generation, that 
son or that daughter, has the oppor
tunity to continue that farming oper
ation or that small business, and unfor
tunately for Kansans and for Ameri
cans, for farmers and small business 
men and women, the death tax makes 
that very difficult. 

Mr. Speaker, I did not realize until I 
got to Congress that the death tax 
raises only 1 percent of the Federal 
revenue. For all the havoc it creates on 
businessmen and women, on families, 
and on farmers, it is amazing to me 
that it only generates 1 percent. We go 
through so much pain and agony for $16 
billion. 

I come from Kansas, where $16 billion 
is still a heck of a lot of money, but in 
the overall scheme of this Federal 
budget we have created a nightmare for 
next to nothing. Worse than that, 65 
percent, Mr. Speaker, of every dollar 
that we raise in estate taxes goes to 
collect and enforce the tax. 

In fact, the Small Business Adminis
tration in 1992 actually estimated that 
75 cents of every dollar collected went 
to collect and enforce the tax. What a 
crazy system, that would suggest we 
are going to spend 75 cents to collect 
$1. This tax really does need to be abol
ished. I know tomorrow we do not ac
complish that, we do not accomplish 
everything we want in this regard, but 
it is a step in the right direction. 

Who would think that we would be 
talking about reducing taxes? As I sat 
at home in Kansas and watched Con
gress over the last decade, we have 
talked about tax reductions year after 
year after year, we have talked about 
capital gains tax rate reductions, and 
increasing the exclusion for estate tax. 
We have talked and we have talked and 
we have talked. Now, for the first time 
in 16 years, we actually have the possi
bility of making a difference, and it 
will be more than talk hopefully after 
tomorrow. 

This tax is so deadly, it kills busi
ness. Seventy percent of all family 
businesses do not survive the second 
generation. Eighty-seven percent of all 
businesses, small businesses, are not 
passed on to the third generation. 
Clearly, the $600,000 exemption is out
dated. That exemption has been in 
place for 10 years, since 1987. If it was 
indexed for inflation, we would be talk
ing about an exemption of $840,000. 

. 0 2015 
This tax is bad for business. Sixty 

percent of businesses say they would 
add jobs in the coming year if it were 
not for the death tax. The economy 
would be $11 billion more productive 
without death taxes, according to the 
Heritage Foundation. And unfortu
nately this tax is good for attorneys 
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and accountants. We certainly want 
them to have success in their busi
nesses as well but think of the amount 
of resources and energy that goes into 
trying to avoid this tax. We spend al
most $11,200 on the average, people do, 
in order to avoid this death tax by es
tate planning. So people who have ac
cess to professionals, people who plan 
their affairs, they fare better perhaps, 
having spent all that money to suc
ceed. But think of all the people who 
do not know that is an option. Think of 
how inefficient it is that we spend 
money. So many people in this country 
do not have the opportunity to do what 
they know is right for them, for their 
personal finances, for their business 
success because they have to worry 
about estate taxes. 

We need to get a tax system, we need 
to eliminate taxes that create so many 
impediments to people just doing what 
they know in commonsense everyday 
judgment would be good for them, their 
families and their businesses. 

Forty-three percent of death taxes 
are paid on estates that are less than a 
million dollars. This is not a tax reduc
tion that benefits the wealthy. And 
like the gentleman from New Jersey, I 
selected at random comments from my 
constituents. These are not people who 
are paid lobbyists who presumably sit 
outside the door and tell us how to 
vote on tax issues. These are people 
from home who face every day prob
lems in trying to make ends meet and 
trying to pass on assets to the next 
generation, to their own sons and 
daughters. Many of them are farmers, 
many of them are small businesses. 

Dear Jerry. This is a letter to the 
President, Mr. President, consider that 
2,000 acres of farm ground in our family 
farm is worth about $500 an acre. You 
add in equipment and cattle, you are 
already up to a million dollars. After 
talking to a couple of implement deal
ers, they discovered that in 1986, a 
combine cost $139,000. Today it costs 
$14,000. A tractor that went for $45,000 
just about 10 years ago is now $105,000. 
Take into account all those things and 
how do you save enough money to pay 
the estate tax upon your death? The 
answer is, it cannot be done and, there
fore , the land, the cattle and the equip
ment will be sold in order to pay the 
taxes, leaving my son, my daughter, 
without the opportunity to continue in 
what already is a very difficult and 
risky business. 

These people say, since the time that 
the $600,000 exemption was put into 
place, the costs to get in and stay in 
the farm business have greatly in
creased. This makes it very difficult 
for a father who wants to let his son 
continue the family farm after his 
death to leave him enough land, ma
chinery and capital to continue to op
erate. We have watched young farmers 
have to sell their land to pay the taxes 
after their fathers die and not have 

enough money for a viable farming op
eration. 

This person understands that the tax 
only raised 1 percent of Federal rev
enue. One percent of tax revenue flow
ing int o the Treasury causes more 
trouble . and grief to family business 
owner survivors than it is worth. 
Amen. That is true. The tax remains a 
burden on the family for years after 
death. Many farms have enough dif
ficulties managing the loss of the pri
mary owner, and then to have to pay 
taxes at a marginal rate of 55 percent, 
which when this tax was started the 
marginal rate, the highest rate was 
only 10 percent, today it is 55 percent, 
this violates the fundamentals of cap
italism on which this country was 
founded. 

With three generations actively 
farming, the repeal of the estate tax 
would allow us and other family farms 
and businesses to spend our time deal
ing with the challenges of the changing 
competitive world market instead of 
limiting our abilities due to the uncer
tainty of future tax burdens. Please re
peal this cancer that cripples also the 
entrepreneurial spirit exhibited by 
small businesses across this great 
country. 

This lady: Why should one work most 
of her life in building up her farm busi
ness and other assets to have it taken 
by the estate tax? The amount allowed 
today is too low, because with the in
flated prices one is still subject to pay
ing large taxes. 

These are letters from Smith Center, 
Kansas ; Elkhart, Kansas; Jamestown, 
Kansas; Jetmore, Kansas. These are 
people who understand on a day-to-day 
basis how difficult it is to succeed in 
business, to succeed on the farm and it 
is time that we move forward toward 
making their lives a better life for 
them and future generations. 

I worry, Mr. Speaker, that we have 
not done what we need to do to con
vince the American people. We hear 
their problems, we understand that if 
we do not make changes today, ·they 
and their children will not have the op
portunities that I and my parents had 
because they lived in a different world 
where government did not take the tax 
bite, time and time again, from birth 
to death. 

Mr. Speaker, I rise in support of 
elimination of the death tax. I rise in 
support of our efforts tomorrow to 
begin t he process. I hope that before 
the day is over, we could have smiles 
on our faces and the American people 
will know that we heard their message 
loud and clear. 

Mr. HULSHOF. Mr. Speaker, the let
ters that you have with you and I 
think probably each of us have received 
from our individual constituencies typ
ical letters of that; this is America, the 
backbone of our economy, small busi
ness, family farms who are crying out 
for relief. I had a unique experience 

today, running out of the office for our 
last vote and I bumped into a very nice 
woman, not a constituent but from In
diana, who had come 600 miles simply 
because .we were getting ready to vote 
on this tax package tomorrow. She 
hand-delivered to me a letter. She is 
hand-delivering letters to almost all 
the Representatives and Senators here 
in Washington. And she visited with 
me a little bit about her plight. She re
tired as a court reporter to take care of 
her mother who needed some care , re
tired from her business and then her 
mother unfortunately passed away, I 
think in September of 1996, and then 
suddenly she had to face the reality of 
coughing up additional moneys to pay 
this heavy tax burden, this very puni
tive tax. 

The letter that she gave me, and I 
would love to read it, but in the inter
est of time, I see my friend from Mon
tana here as well, this sentence sums 
up everything when it comes to the 
Federal death tax. Quote, the time has 
come when death should not be a tax
able event. Amen. 

Mr. Speaker, I yield to the gentleman 
from Montana [Mr. HILL]. 

Mr. HILL. Mr. Speaker, I thank the 
gentleman from Missouri. I want to 
echo the comments of the gentleman 
from Kansas about the estate tax. I 
have had over 40 meetings since Janu
ary in Montana. At every one of those 
town meetings people asked me about 
the death tax. The death tax today is 
the largest single threat to the family 
farm or ranch. What is happening in 
Montana, families are having to sell or 
liquidate their farm and ranch. In 
many instances they are being forced 
to subdivide those family farms and 
ranches in order to pay this tax. We 
have to keep in mind that this is not a 
tax on the heirs. This is a tax on the 
deceased. As the gentleman mentioned, 
it is time that death was not an event 
that created a tax burden. 

I also want to point out that there is 
a link between the estate tax reform 
and capital gains tax. Because one of 
the things that many people do in plan
ning their future, planning their estate 
is to in some combination give the 
property to their children, leave it in 
an estate or sell part of it in order to 
secure their own retirement. That is 
why it is so important for us to start 
with the capital gains tax reduction, 
which of course is part of the tax re
form package that we are going to pass 
tomorrow. 

I would just like to point out to my 
friends here in the hall and our col
leagues that there are some arcane 
parts of this tax reduction program to
morrow, too . There is one that was par
ticularly important to me because it 
was the first bill that I introduced as a 
Member of the Congress. That is to 
deal with the unfair alternative min
imum tax calculation on deferred pay
ment contracts for people in agri
culture. I know that the gentleman 
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from Missouri is familiar with that be
cause he is on the Committee on Ways 
and Means. The IRS determined that 
those people who sell grain, for exam
ple, on a deferred payment contract 
were going to be obligated to pay the 
tax even though they had never re
ceived payment. And not only did they 
decide that they were going to have to 
do that, they decided that they were 
going to have to retroactively have to 
do it to 1986. 

What in the world can a person do 
today to control their income that 
they received in 1986? It was an incred
ibly unfair decision on the part of the 
IRS. The first bill I introduced was a 
bill to rescind that decision. That is 
part of the House package on tax re
form. There are other provisions, too. 
One of the unique provisions of this is 
that small businesses who invest in 
plant and machinery, who have a high 
depreciation because they are aggres
sively trying to have their business 
grow, can run into an alternative min
imum tax problem. That is, they could 
be losing money and have to pay taxes 
under the alternative minimum tax be
cause of the amount of depreciation, 
because they are too aggressively in
vesting iri their business, because they 
are too aggressively trying to create 
opportunities for people to go to work. 

This bill helps deal with that prob
lem, too. It eliminates the use of depre
ciation as triggering the alternative 
minimum tax. Those are small provi
sions, but they are all part of what we 
are trying to accomplish here, and that 
is to create an incentive for people to 
invest in creating new jobs, to increase 
the rate of growth in our economy and 
to raise the living standard of Ameri
cans and American workers. 

Before I leave this subject, I also 
want to point out, it was important to 
me throughout my campaign and 
throughout my service here that we 
have got to help working families. 
Today, as the gentleman pointed out 
earlier, the gentleman from Missouri, 
the average working family is spending 
40 percent of their income in taxes. 
They have one job in the family to sup
port the government and a second job 
to support the family. 

We make a down payment in reduc
ing taxes for those working families 
with the $500-per-child family tax cred
it as well as some tuition tax credits. 
That will mean that a child born today 
under the provisions of this bill that 
we are going to vote on tomorrow, 
their family will save about $10,000 in 
taxes if they decide to go to higher 
education after graduating from 
school. 

I am proud to be a part of the effort 
to pass this legislation. From my per
spective, this is only a down payment 
on tax reduction. I know also that we 
are going to see more economic 
growth. We are going to see more op
portunities. We are going to see a ris-

ing living standard, and the result of 
that is more revenues for government 
that are going to allow us to even re
duce taxes further in the future. 

I thank the gentleman from Missouri 
for allowing me to join him in this dis
cussion this evening. 

Mr. HULSHOF. Mr. Speaker, I appre
ciate my friend from Montana and his 
eloquent words, particularly with the 
AMT provision as it was penalizing 
farmers, the IRS, as you pointed out, 
changing rules in the middle of the 
game. I know that this actually oc
curred in a case up in Washington 
State where a farm family was audited. 
And because the IRS decided that if 
you defer your contract payments, in 
other words, when you take your grain 
to market and you get the check at the 
grain elevator, normally that is when 
income is derived according to the cash 
basis accounting system; that the IRS 
decided, no, not when you deliver your 
grain to market but when you enter 
into the contract in the preceding cal
endar year, that is when that deferred 
payment is subject to income. 

Mr. HILL. Mr. Speaker, the gen
tleman is absolutely correct. 

As a matter of .fact, in 1986, Congress 
asserted in the law that agriculture 
would retain the cash basis accounting 
method. That meant that when you got 
the cash you paid the tax in that year. 
But the IRS determined by executive 
action, I guess, if you would call it, 
that Congress did not know what it was 
talking about. So it decided they would 
use the alternative mm1mum tax 
method of determining whether or not 
that was income or not. 

The result was people were having to 
pay taxes on income they did not re
ceive, clearly unfair. And I am proud of 
the fact that this measure that you 
worked so hard on in the committee is 
going· to deal with this problem. 

Mr. HULSHOF. Mr. Speaker, I appre
ciate the gentleman's comments. Cer
tainly we tried to, in this package, not 
only help families, which we will have 
some time to visit with here in a 
minute, I see my friend from Texas is 
here as well. 

The farm community is getting 
much-needed relief in tomorrow's tax 
package. We talked about the AMT 
provisions. We fought very hard to 
make sure that the pro-ethanol tax in
centives, they are intact in tomorrow's 
package. There will be no anti-ethanol 
provision. That was quite a battle we 
had in our Committee on Ways and 
Means. 

But fortunately, the package tomor
row that we have will not have any 
anti-ethanol provisions. I know we 
talked about the death taxes, which 
will help family farms. I was fortunate 
to have a farm co-op bill that will actu
ally help the sale of processing facili
ties to farmer-owned co-ops, so that is 
in this tax package as well. So agri
culture is getting some help in tomor
row's relief bill. 

Mr. HILL. Mr. Speaker, I think it is 
important also to understand that this 
bill is going to restore the home office 
deduction, which is something that I 
fought for, another bill that I was a co
sponsor on. Also it begins the process 
of helping us redefine independent con
tractors. That has been an issue in 
Montana, because we have so many 
self-employed people who offer services 
to others as an independent contractor. 
And the tax law is so confusing be
tween State and Federal tax law. 

This is an effort to simplify that and 
allow both the person offering those 
services and the person accepting those 
services to know that they are truly an 
independent contractor. So they are 
not going to have the IRS come out 
later and determine that there was 
some other status. 

The important provision there is 
what we call a safe harbor provision; 
that is, that if you entered into an 
agreement with a person or offered 
your services in agreement with a per
son and there was a reasonable expec
tation that that was done in concur
rence with the law, then there is a safe 
harbor. The IRS cannot come out and 
later say, no, we will reinterpret this 
and impose penal ties and fines. 
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The record is clear. When the IRS 

does that, it usually puts the people 
out of business because the penalties 
can be so severe. It is not fair to people 
who employ independent contractors, 
and it deters people from starting a 
business where they are going to offer 
services. 

I pointed out before to my colleagues 
that we have some unique kinds of peo
ple offering services in Montana. We 
have farriers, and we have ditch riders, 
and in agriculture and around, I have 
sheep shearers in Montana, people that 
go from ranch to ranch or from farm to 
farm offering their services; and there 
is a question whether or not those peo
ple are independent contractors. 

This will create a safe harbor and 
makes the test so much simpler, so 
that is an important provision. It has 
not been reported widely in the press, 
But it is important to the people, the 
people of my State and the State of the 
gentleman from Missouri [Mr. 
HULSHOF] as well. 

Mr. HULSHOF. Mr. Speaker, reclaim
ing my time, I am glad the gentleman 
from Montana [Mr. HILL] mentioned 
home office deduction. 

A couple months ago I was able to 
participate in a field hearing that was 
actually conducted by the gentleman 
from Missouri [Mr. TALENT], who is the 
chairman of the Committee on Small 
Business. This was a field hearing . in 
St. Charles, Missouri. 

We had testimony at that field hear
ing from four women just regarding the 
home office deduction and why it was 
so essential that we give them some 
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help. Right now, the IRS takes a very 
dim view of those who take a deduction 
that have offices in their homes, and I 
think this tax package tomorrow will 
help those women or those families and 
just restore some fundamental fairness. 

For instance, if the gentleman had an 
office that he rented in his next door 
neighbor's home and he had a tele
phone line and fax machine and had 
some other things, and he paid rent in 
his next door neighbor's home for an 
office in that home, he could take that 
as a fully deductible expense . But if he 
had those same thing·s in his home, the 
telephone line , the fax machine, he 
cannot in most instances take that de
duction. 

Of course, many women who want to 
rejoin the work force, their families 
have grown or their kids are g·oing to 
school , they like to have the flexibility 
to stay home and yet be able to rejoin 
the work force, or start businesses and 
run them from their homes. So I think 
this tax package is very friendly to 
those individuals, men and women, 
that seek to use their homes and put 
offices in their homes. 

Mr. HILL. If the gentleman would 
yield, I think it is important for us to 
remember that Henry Ford built the 
first Model A in his garage and Bill 
Gates started Microsoft in his garage. 
People start many small businesses 
today in their home or in their garage, 
and one of the things they need more 
than anything is cash flow in order to 
grow their business. 

Vie are not talking here about pro
viding people a deduction, a loophole. 
Vie are talking about people being able 
to deduct a legitimate expense in the 
conduct of their business. But by vir
tue of the fact that they operate it in 
their home, they may not be allowed 
that. Under this bill that would 
change. The people that start these 
businesses in their home would be able 
to be protected, not to pay taxes that 
others would have to pay. 

Vlhy is that important? Vlell, it is 
important because today most people 
start a business in their home. As the 
gentleman started out, most of the 
people starting these businesses today 
are women. This is one of the ways 
that we are creating more entrepre
neurial opportunities for women, is by 
allowing them to have this deduction. 
It is extremely important. 

It does not have a lot of impact on 
the budget, but it is going to have a lot 
of impact on our comm uni ties and on 
the future of this country, because 
many of those businesses also grow 
into very prosperous enterprises em
ploying a lot of people. That is what 
this is about. 

Mr. HULSHOF. Reclaiming my time, 
I appreciate the work of the gentleman 
on that home office deduction and the 
other tax measures that he visited 
about. 

Our friend, the gentleman from Texas 
[Mr. BRADY], has been apparently wait-

ing in the well. I will be happy to yield 
to him. 

Mr. BRADY. I thank the gentleman 
from Missouri [Mr. HULSHOF] for yield
ing and for his leadership of our Repub
lican freshmen class; and I appreciate 
the gentleman from Montana [Mr. 
HILL] talking about tax relief and how 
it is so needed for our family farms and 
independent businesses, who, I think it 
is genuinely agreed, bear the brunt of 
taxes and regulation in this country 
but are, in fact, the backbone of them. 

In Texas we have a very proud entre
preneurial spirit, and we also have a 
very proud spirit of agriculture produc
tion and processing. Vie believe that for 
our State and for job creation for our 
families, that we have an opportunity 
this week of making two major im
provements that will leave more 
money in the pocketbooks of our fami
lies and our communities. 

I was thinking that I was 14 years old 
the last time we balanced the Federal 
budget in America. I am not that old 
today necessarily, but I do not want to 
wait until I am 114 years old or my 
grandkids are 14-years old before we see 
a balanced budg·et again. Like many of 
us, I would love to see it balanced right 
now. I would like to see double the tax 
cuts and double the spending cuts. But, 
in fact, we are making real improve
ment over where we are today. 

My · goal is to produce a balanced 
budget for America that is a true bal
anced budget, which does not borrow 
from the Social Security trust fund, 
does not take from highway trust funds 
or aviation trust funds or the military 
retirement trust fund, but stands on its 
own as a balanced budget just like our 
businesses or our families have to do. 

In this country we have been, unfor
tunately, running deficits for decades. 
And today, if you talk about balancing 
the budget without using any of those 
funds, people look at you like you are 
crazy. It just seems to be too far dis
tant a vision. 

This 5-year balanced budget agree
ment gets us to the first step, gets us 
within sight of a true balanced budget. 
And from there we have the oppor
tunity to balance our budget, as our 
businesses and our families do, to look 
our constituents in the eye and let 
them know that we are living within 
our means and we are not taking from 
our retirement programs to do so. 

And if we balance the budget, we 
have an opportunity for real savings 
for people. The average American fam
ily, as I understand it, if we balance 
the budget and continue to balance the 
budget, will realize a savings of about 
$1,200 a year off their mortgage. Just 
about $100 a month less, then, they will 
be paying in their mortgage. Their 
auto loan will be about $180 a year less, 
and their student loan that they are 
paying off, $216 a year less. So just by 
living within our fiscal means and 
bringing about a balanced Federal 

budget, we have a chance of giving peo
ple tax relief. 

Vlhen we add that onto tax relief 
from this bill that we are voting to
morrow, we have the opportunity to 
give families the $500 tax credit that 
they desperately need. Vie do need to 
eliminate the death tax because it is 
truly the most un-American tax we 
have today. 

It is remarkable that, in a country 
built upon our heritage, hard work, en
trepreneurship, that those families and 
businesses who risk the most, who 
work the hardest of any group, whether 
they are wealthy or poor, who put to
g·ether a nest egg for their family so 
that they can pass it down to the next 
generation, that they would be pre
vented from doing so by our American 
tax laws. \Vhether it is independent 
business competing in the marketplace 
over decades to build that nest egg, or 
a family farm as stewards of the land 
for centuries to build that nest egg, we 
ought to be encouraging that type of 
behavior, not punishing it. 

So while this tax bill is a good start 
on the inheritance tax and capital 
gains, we all, I believe, know that this 
is the first step and that we are going 
to continue to work to eliminate the 
death tax, to try to encourage more 
jobs and more investment, and that is 
going to produce results for us. 

Today it also seems incredible that 
in Missouri, in South Dakota, Kansas 
and Texas, across this country, that 
most of us, our tax burden is such in 
America that in a two-parent family 
we have one parent working full time 
just to put food on the table and pay 
the electric bill, and we have another 
parent working full time just to pay 
their taxes. It is a process that, if we 
allow it to go unchecked, will damage 
and destroy this country. 

Finally, too , we have an opportunity 
in this tax relief to also preserve Medi
care, which, as my mom grows older, as 
your mom grows older, as our popu
lation ages, we do not have a choice 
anymore about preserving Medicare 
and making those changes. Vie have to 
do that or it will go bankrupt. 

Vie have an opportunity, through the 
Republican proposal, to give our sen
iors choice, the same type of heal th 
care supermarket that Members of 
Congress, the President, that our Fed
eral employees and their retirees re
ceive, the same type of flexibility and 
an opportunity to root out the fraud 
and abuse that is running the cost of 
our health care up. Vie have an oppor
tunity this week through these tax 
cuts and through our continued efforts 
on balancing the budget to make a real 
difference in this country. 

I, for one, am committed to it. And I 
know, Representative HuLSHOF, that in 
your leadership in the freshmen class 
you have been constantly pushing on 
deeper cuts. More spending and tax 
cuts move us quicker to a balanced 
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budget and make all our efforts di
rected that way, and I am hopeful in 
the end that we will prevail. 

Mr. HULSHOF. Mr. Speaker, reclaim
ing my time, I thank the gentleman 
from Texas [Mr. BRADY], and especially 
for his remarks and his work here in 
this body. 

As we were awaiting this special 
order, I know there were at least half a 
dozen colleagues on the other side of 
the aisle who, again, were trying to 
turn this whole debate into class war
fare. The facts are simple. 

Mark Twain, his birth place is Han
nibal, MO, which is in my district, I 
think Mark Twain once said that 
"There are lies. There are damn lies. 
And then there are statistics." 

Rather than just give some vague 
percentages with bar charts, what I 
have got here, Mr. Speaker, is not on a 
percentage but the actual amount of 
money, of tax relief that is going back 
to certain income classes. 

As my colleagues can see, if we will 
consider for those under $20,000 up to 
$75,000, clearly almost $90 billion in tax 
relief; 76 percent of this tax relief pack
age is going to those who make less 
than $75,000 of annual income. 

In fact, if you want to take a look at 
the amount of relief going to those 
under $20,000, over $5.5 billion. And 
those at the upper end of over $200,000 
adjusted gross income get $1.4 billion. 
Clearly, we are trying to focus and tar
get the relief to those on the lower end 
of the scale. 

Now our friends on the other side 
talk about how it is that we are help
ing the wealthy. Well, it happens that 
part of this package is a capital gains 
relief targeted specifically to lower-in
come people. For instance, those that 
are in the 15-percent income tax brack
et will see capital gains cut down to 10 
percent. 

This will help 5 million Americans. 
Two million Americans are senior citi
zens, like Don and Carnetta in my dis
trict. Don worked for 30 years for Wal
Mart and accumulated stock over the 
30 years he worked for Wal-Mart; and 
he cannot afford to pay right now, 
under current law, the tax hit he is 
going to get if he sold those capital as
sets. We are giving him and his wife 
some relief, and they are not weal thy 
by any stretch of the imagination. 

We have a $500-per-child tax credit. 
Heritage Foundation ran the numbers 
on this, and it happens that in the 
Ninth District of Missouri alone there 
are 89,493 children whose parents are 
going to benefit with this phased-in 
$500-per-child tax credit, nearly 90,000 
kids whose parents are going to get to 
keep more of their money. That is al
most $40 million that is going to stay 
in the Ninth District, that is going to 
stay in the pockets of those con
stituent parents that are trying to do 
best for their kids. 

How is that, I ask anybody, how is 
that, by allowing that relief to go to 

those whose incomes are under $75,000, 
how is that a tax break for the 
wealthy? I submit to my colleagues it 
is not. 

I am happy to yield to the gentleman 
from South Dakota [Mr. THUNE]. 

Mr. THUNE. Mr. Speaker, I want to 
thank the gentleman from Missouri, 
[Mr. HULSHOF] and my friend from 
Texas, [Mr. BRADY] as well, who has 
ties in South Dakota, I might add. So 
even though he has moved out of our 
fair State, we still accept him as part 
of our South Dakota family, so to 
speak. 

But I would like to pick up on what 
he was just talking about. We had a 
former President who once said, "Facts 
are stubborn things." I think some
times when we have these discussions 
about this particular subject, bal
ancing the budget and tax relief for 
American families and individuals and 
businesses, we lose sight of the facts. 

But if we look very simply at what 
some of those facts are, fact No. 1, it 
has been mentioned earlier: 76 percent 
of the tax relief in this agreement goes 
to people who are making less than 
$75,000. In fact, $254 billion over a 10-
year period goes to bring relief to fami
lies in this country who have been 
overtaxed. 

A second point I would make is, and 
I think this is one that gets lost some
times, too, and that is, in order to have 
tax relief, you have to be paying taxes. 
Now we have we had people on the 
other side who have suggested that 
somehow this is tilted toward people 
on wealthy end of the spectrum. But 
the fact of the matter is, you cannot 
have tax relief unless you are paying 
taxes. 

Now there are those who would sug
gest that, under our particular pro
posal, the per-child tax credit is not 
added on as an additional payment to 
the earned income tax credit that peo
ple are already receiving. Eighty per
cent of the earned-income tax credit is 
a payment, it is not a credit. 
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I think if we are going to say that 

you are going to get the $500 per child 
tax credit, it is important to note that 
you have to have income in order to 
have credit, to offset that income, to 
get the credit. It would be like if my 
10-year-old daughter, if I told her there 
was going to be a $500 per child tax 
credit for people with red hair, and be
cause she has red hair, she would be 
eminently qualified for that. But the 
fact of the matter is she does not pay 
taxes, so you cannot get a tax credit 
until you pay taxes. That is a funda
mental misnomer that is being spread 
around here, and I think it is some
thing that we all need to set straight. 

The other thing I would say, this is a 
historic day, and I think we ought to 
be just bubbling with enthusiasm about 
what is happening around this place. 

This is the first time in 30 years that 
we have had a balanced Federal budget. 
This is the first time in 16 years that 
we are lowering taxes on American 
families and individuals. I think that 
as we go toward Independence Day, 
this ought to be a joyous occasion for 
the people in this country because for 
the first time in a long time, we are 
going to be able to declare independ
ence for them from the shackles of big 
government. 

I think it is very important that we 
make clear as well not only what we 
are for, but why we are for it. I think 
when we start talking about why we 
are for what we are for, it comes down 
to the fundamental issue that every
thing we are doing here, balancing the 
budget, lowering taxes, saving Medi
care for the next generation, comes 
back to the basic premise that we want 
to see less power in Washington, D.C., 
and more power back on Main Streets 
in South Dakota, in Missouri and in 
Texas, and in the living rooms of the 
families of this country, so they have 
the freedom to make the decisions 
about their futures. I happen to believe 
that if they have the freedom to make 
those decisions that they will exercise 
those freedoms responsibly. 

We have a lot of people in this coun
try who would like to teach that you 
can have freedom from responsibility, 
but the fact of the matter is in order to 
have freedom, you have to have respon
sibility. We have a lot of hardworking 
men and women in America today who 
deserve the freedom to be able to exer
cise responsibly that freedom in a way 
that allows them to keep more of what 
they earn, in a way that puts more 
power and control, more decision mak
ing in their hands and less in Wash
ington, DC, and that is why we are for 
what we are for. 

That is the point I think that we 
need to make to the American people 
and why I hope that as this Independ
ence Day rolls around, they have an op
portunity to declare independence in 
this country and to hopefully enjoy the 
benefits of tax relief that is coming 
their way. 

We have talked a lot as well about 
entitlement programs. I think it is im
portant in this discussion, too, that we 
talk about what is being done to pre
serve and protect Medicare for another 
10 years. How do we do that? Again by 
taking the power out of the govern
ment bureaucracy in Washington and 
putting it back in the hands of our sen
ior citizens, by enabling them to 
choose medical savings accounts, by 
enabling them to get into provider 
sponsored organizations, managed care, 
not just health maintenance organiza
tions but provider sponsored organiza
tions, by giving more options, more 
choices. 

That is what this is all about. It is 
about putting more power and more 
freedom in the hands of individuals in 
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this country. I think that as we con
clude this debate tomorrow, today we 
passed the entitlement reform side of 
it, the spending side, tomorrow we will 
pass the tax part of it, I think it is in
credible what we are achieving here. I 
came here to do most of these very 
things, as did the gentleman from Mis
souri, as did the gentleman from Texas 
[Mr. BRADY], to accomplish things that 
we think are meaningful to the future 
of this country: Balancing the Federal 
budget, lowering taxes, saving Medi
care, and putting more power back in 
the hands of the people in this country 
and less power in Washington, DC. 

We have done all this. These are 
things that are incorporated. These are 
the principles upon which all the 
things that we voted on today and we 
will vote tomorrow, those are the prin
ciples on which we stand. I think it is 
important that the American people 
know not only what we are for, lower 
taxes, a balanced budget, but why we 
are for it, and that is to give them 
more freedom, more power, more con
trol, more decision-making. 

This is an incredibly historic occa
sion for us in this country, and I would 
hope that it is not lost on the Amer
ican public what is happening in this 
institution for the first time in 30 
years. It is amazing. It is good · for my 
kids and for your future kids and 
grandkids and for the people in Amer
ica who have held the promise for a 
long time that we would come down 
here and do something that is mean
ingful, about protecting their future 
and making sure that they have access 
and are not deprived of the American 
dream. As we continue to pursue this, 
this is the first step, but I hope it is the 
first step on a long journey to putting 
more power back in the hands of indi
viduals and not in Washington, DC. 

Mr. HULSHOF. I think the gen
tleman has enunciated very eloquently 
what it is we stand for and why it is 
that we sought office and what we are 
doing to accomplish the goals that 
many of us stood for and campaigned 
on. It is especially poignant, I think, 
when we look just a couple of years ago 
when we had a President who, with the 
liberals in control of this body, passed 
a tax hike. 

There was a discussion about ever-ex
panding government bureaucracy, uni
versal heal th care, and then suddenly 
the stark contrast, that we are return
ing power to the people, getting it out 
of this city and giving it back to the 
Main Streets and the local chambers of 
commerce and civic clubs all across 
this great land. I agree with the gen
tleman that this Fourth of July will 
certainly be a day to celebrate. 

Mr. BRADY. If the gentleman will 
yield, as I was listening to the gen
tleman from South Dakota [Mr. 
THUNE], I was reminded of a quote at
tributed to your former famous con
stituent Mark Twain, who said "Noth-

ing makes liars out of more honest 
citizens than the income tax." It is not 
simply because it is so complicated and 
people do not think it is fair. It is be
cause when they are struggling so hard 
to make ends meet in South Dakota 
and make ends meet in Missouri, they 
do not believe the Federal Government 
is doing· the same. Every dollar that we 
can cut taxes is a dollar we. have not 
sent to Washington, that we are leav
ing back in our States and our commu
nities. I am convinced most Americans 
are not seeking a safety net under 
them. They are objecting to the tax net 
that we have thrown over them. If we 
will provide them the relief that we 
have scheduled for this week, that they 
so desperately need, I am convinced we 
are going to get support across this 
country for deeper tax cuts and less 
spending and more local control, as the 
gentlemen have both stated so elo
quently. 

Mr. HULSHOF. I especially appre
ciate the. comment the gentleman 
made earlier because again waiting for 
the special order to begin, barrage 
after barrage from our friends on the 
other side, particularly our Democratic 
colleague from Arkansas who talked 
about the earned income tax credit and 
how it was that the family that he 
mentioned, he had a nice portrait, a 
beautiful portrait of this family that 
was struggling, but yet who bore no tax 
liability because the earned income tax 
credit eliminated any tax liability. In 
other words, that family in Arkansas 
did not have to pay taxes to the Fed
eral Government. And because we do 
have limited resources, this targeted 
tax relief is going to those people that 
have tax burdens. I think the gen
tleman pointed that out a few mo
ments ago. 

Mr. THUNE. If the gentleman will 
yield on that, I think it is incredibly 
important to make the distinction here 
that we are trying to bring tax relief to 
people who pay taxes and not increase 
payments for people who do not. That 
is a fundamental distinction that needs 
to be made. 

Mr. HULSHOF. Our colleague from 
Arkansas further pointed out that this 
family in the portrait that he had, that 
they paid the payroll taxes and cer
tainly paid taxes toward Medicare and 
somehow that that ennobled the family 
to receive these income tax credits. 
But the fact is that paying Medicare 
taxes and paying the payroll taxes en
titles that family to reap the benefits 
of Medicare down the road . or to reap 
the benefits of Social Security. So the 
fact that that family is paying those 
payroll taxes and Medicare taxes, those 
benefits will come and inure to that 
family at the appropriate time. But be
cause we have limited resources and 
tax relief, we are trying to give tax re
lief to those Americans who most need 
it. 

Mr. THUNE. If the gentleman will 
yield further on that, it is interesting 

again to see the irony here in that we 
are talking about not counting Social 
Security and Medicare payments to
ward a future benefit and yet when it 
comes to computing income to declare 
someone as being weal thy, we add re
tirement benefits, capital gains and 
imputed income from rental payments 
and everything else. There are a lot of 
things being done here with the num
bers which I think we need to continue 
to put the facts out, and if we do, the 
people will agree with us. 

Mr. HULSHOF. Mr. Speaker, I recog
nize we are down to our final minute or 
so. Let me just sum up that what we 
believe and especially in this vote to
morrow and the debate that we have on 
this tax relief package, letting Ameri
cans keep more of their money sounds 
like common sense to most of us, espe
cially those of us who are newly elect
ed Members. That seems to be a pretty 
radical idea here in Washington, DC. 
People in Washington should never 
ever forget that tax money belongs to 
the taxpayers and not to the govern
ment. It would be a big change from 
how things used to operate, but that 
change which comes tomorrow is long 
overdue. It is true and we have already 
heard it. We have gone back to the old 
divisive style of debate, this class war
fare politics. I would hope and pray 
that we are beyond that. Instead of di
viding Americans and pitting groups 
against each other, we should be work
ing together to face our national chal
lenges. We have a moral responsibility 
to ourselves and to our children not to 
tolerate such acts. We have a moral 
imperative to make it possible for ev
eryone to climb the ladder of success. 

Mr. Speaker, let me say to the par
ents who are struggling to make ends 
meet, the parents that are burning the 
candle at both ends to put food on the 
table and keep a roof overhead, the 
parents that are sacrificing their own 
needs and giving everything they have 
got to make sure that their children 
have every opportunity for a brighter 
future, we hear you. For those who be
lieve that we spend too much in Wash
ington, we agree. For those who believe 
that we tax too much in Washington, 
we agree. For those who believe we 
must balance the budget, cut wasteful 
Washington spending and provide per
manent, real, meaningful tax relief, we 
agree. And for those that demand that 
we here in Washington do better than 
we have done in the past, we agree. If 
we can pass this 'tax package, Mr. 
Speaker, the next week and the Fourth 
of July will truly be a day that we can 
all celebrate our independence. 

TRIBUTE TO SECRETARY OF VET
ERANS AFFAIRS JESSE BROWN 
The SPEAKER pro tempore [Mr. 

TIAHRT]. Under the Speaker's an
nounced policy of January 7, 1997, the 
gentlewoman from Florida [Ms. BROWN] 
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is recognized for 60 minutes as the des
ignee of the minority leader. 

Ms. BROWN of Florida. Mr. Speaker, 
I rise today to pay a special tribute to 
someone that I feel is one of the bright
est stars in President Clinton's admin
istration, Secretary Jesse Brown. But 
before I begin, I would like to say a 
word about a woman who is in Wash
ington today, a member of the Russian 
Duma, Mrs. Svetlana Go Voyz Da Va is 
the deputy chief of the Economic Pol
icy Committee in the Russian Con
gress. During our visit this afternoon, 
we have agreed to set up an inter
national conference where elected 
women, officials from Russia, France, 
England, Africa and the United States 
can meet to discuss solutions and 
strategies for the problems that face 
women across the world. These prob
lems include education, labor, health 
care and poverty. We have pledged our 
cooperation and will continue to work 
together to help women and children 
throughout the world. As she said ear
lier today, " Why not?" 

Mr. Speaker, it is my pleasure to rise 
today to recognize the great achieve
ment of Secretary of Veterans Affairs 
Jesse Brown. Secretary Brown will 
leave his post on July 1st of this year 
after serving a distinguished 4 years 
with the administration. Secretary 
Jesse Brown, a combat-disabled Viet
nam veteran, guided VA through a sig
nificant transition period where health 
care delivery systems evolved to re
flect marketplace changes, where se
vere budgetary challenges presented 
themselves in the wake of deficit re
duction, where growing demands were 
placed upon existing veterans' services, 
and where emerging illnesses from Gulf 
War veterans challenged the Nation 's 
best physicians and scientists. Sec
retary Brown embraced all of these 
challenges with vigor and directed the 
Department of Veterans Affairs to be 
more responsive in the areas of claims 
processing , more sensible in its bene
fits for Agent Orange veterans, more 
proactive in developing programs for 
the significantly growing number of 
women veterans, and more compas
sionate with the treatment and com
pensation of Gulf War veterans suf
fering from illnesses. I commend Sec
retary Brown for his outstanding work 
in these areas, and I also call for Mem
bers of this House to observe his exam
ple and not abandon veterans in our 
budget, veterans who have foug·ht so 
hard for this country. 
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. The United States have the most 
comprehensive system of assistance for 
veterans in any Nation in the world. 

Jesse Brown begins serving as Sec
retary of Veterans Affairs on January 
22, 1993. As Secretary he directed the 
system that included hospitals , clinics, 
benefit programs and national ceme
teries. In his vision statement Sec-

retary Brown said, " Our vision is as 
simple and is noble. It is to provide our 
veterans with quality health care, 
timely benefits and burial with dig
nity." 

I believe this simple statement says a 
lot about Secretary Brown. It shows 
how he has the leadership to put our 
Nation's veterans at the top of the pri
ority list in terms of receiving benefits 
and service they deserve for fighting to 
protect this Nation's liberty and free
dom. 

I was most impressed with his motto, 
putting veterans first. Let me repeat 
that. The motto: Putting veterans 
first. That is exactly what he did as 
Secretary, and it is so important that 
we continue to do so. 

I yield to my colleague the distin
guished gentlewoman from Florida, 
CARRIE MEEK. 

Mrs. MEEK of Florida. Thank you 
very much to my colleague, the gentle
woman from Jacksonville, FL Florida's 
Third Congressional District, who is 
held in outstanding esteem by every
one in the State of Florida and beyond. 
I want to thank her for this special 
order recognizing the contributions of 
Secretary Jesse Brown. 

Mr. Speaker, I rise today not only to 
thank CORRINE BROWN for bringing this 
to the country, the accomplishments of 
Secretary Brown; he has been one of 
our Nation's most faithful and valiant 
veterans, and we want to thank this 
man because he has successfully led 
the Federal Government's second larg
est department for the past 4 years. 

You do not get much glory out of 
Washington, hardly any praise. But 
this man is praiseworthy, and we are so 
happy to take the time to give him the 
praise that he deserves. 

Three words, my dear friend , CORRINE 
BROWN, and to the Speaker, three 
words personify Jesse Brown: dedi
cated, heroic, accomplished. 

The Department of Veterans Affairs 
was created by Executive order in 1930 
as the Veterans Administration. At 
that time there were 54 hospitals, 4.7 
million veterans and 31,600 employees. 
The Department that Jesse Brown, 
Secretary Brown, inherited in 1993 
when he was sworn in by President 
Clinton as Secretary of VA, well, he 
was one, 1 of 266,000 employees respon
sible for a nationwide system of health 
care services, benefits and national 
cemeteries for America's 26.5 million 
veterans. 

Dedicated, heroic, accomplished, Mr. 
Speaker. 

Mr. Brown has successfully managed 
this huge department with great care 
and concern for the welfare of our Na
tion 's veterans and has successfully led 
the charge to improve its operations 
and services. 

Jesse Brown has been accomplished, 
Mr. Speaker. That is why the g·entle
woman from Florida, CORRINE BROWN' 
called this special order, to raise the 

consciousness of this Nation about the 
accomplishments of this great man. 

Jesse Brown's accomplishments at 
the VA and his outstanding service to 
veterans, they are not surprising given 
his distinguished career. Mr. Brown 
was a honors graduate of Chicago City 
College and also attended Roosevelt 
University in Chicago and Catholic 
University. Jesse Brown served in the 
Marine Corps in 1963 and was wounded 
in combat in Vietnam in 1965. 

Heroic, Mr. Speaker. Secretary Jesse 
Brown is a hero. 

Mr. Speaker, before his appointment 
as Secretary of VA, of the Veterans Ad
ministration, he spent his professional 
career as executive director with the 
Disabled American Veterans where he 
directed the DAV's Washington office. 
He has led legislative, employment and 
volunteer programs as well as advocacy 
efforts on behalf of disabled veterans 
and their families. 

Mr. Brown has been criticized some
times for his zealous advocacy on be
half of our Nation's veterans and their 
families. That is why he is a cut above 
a lot of bureaucrats who survive here 
in Washington. However, it was his 
faithful , consistent and abiding com
mitment to these national heroes that 
resulted in the success he has realized 
as head of VA. 

Under Secretary Brown's leadership 
the VA has expanded benefits for vet
erans who were prisoners of war or 
were exposed to Agent Orange, radi
ation or mustard gas. He has expanded 
treatment services to those suffering 
from posttraumatic stress disorder. 
Secretary Brown successfully worked 
for the enactment of laws authorizing 
the VA to pay compensation for Per
sian Gulf war veterans ' undiagnosed 
illnesses and to provide them with pri
ority health care, the illnesses they 
may have incurred in the gulf. 

I have seen Secretary Brown in ac
tion before the Committee on Appro
priations. He has taken no shelter. He 
has pushed hard for veterans. Addition
ally, he has formed the task force 
whose recommended changes have led 
to reduction in the backlog of veterans ' 
benefits throug·h improved technology , 
redesigned work processes and more 
staff training. 

The gentlewoman from Florida [Ms. 
BROWN] , of the Third Congressional 
District of Florida, we can attest to 
the fact that many of our veterans had 
to wait for years before they got their 
claims adjusted. Secretary Brown cut 
that out. He made this system more ef
ficient for the veterans of this country . 

Mr: Brown's campaign of putting vet
erans first has formed the basis of his 
work to maintain the VA system as an 
independent provider, to broaden vet
erans ' access to the system and to offer 
a continuum of comprehensive care. 
The Secretary's program coverage has 
spared numerous categories of vet
erans ' concerns ranging from the 
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homeless to women veterans' issues to 
sensitivity training for VA employees. 
He continues to press for changes to 
make the VA medical system competi
tive in a changing health care environ
ment. 

Mr. Speaker, I say Secretary Brown 
is dedicated. The Department of Vet
erans Affairs will lose a stellar leader 
when Jesse Brown leaves his position 
as Secretary this year. I ask my col
leagues to join me in commending him 
for his success and thanking him for 
his outstanding service to our Nation 
through his dedicated service to our 
veterans. 

Secretary Jesse Brown, I salute you 
as a leader of men and women who are 
willing to give their lives for our be
loved country. God bless America, 
thank God for Jesse Brown. 

Ms. BROWN of Florida. I thank the 
gentlewoman. 

I yield to the gentleman from Illinois 
[Mr. DAVIS]. 

Mr. DAVIS of Illinois. First of all , I 
just want to commend and congratu
late the distinguished gentlewoman 
from Florida [Ms. BROWN] for her sensi
tivity and enlightenment in organizing 
and bringing together this group who 
will give tribute to Jesse Brown. And 
so, Mr. Speaker, I rise today to recog
nize another great leader with roots in 
the Chicago community, another indi
vidual who lived in the congressional 
district which I am fortunate to rep
resent. Rarely does an individual come 
along who possess qualities which tend 
to elude the multitudes. 

This individual is driven. He must be 
if he is to set an example for those 
around him. This individual is intel
ligent, not only from the study of 
books or formal training, but from ap
plying the lessons of life , lessons 
learned at the nadir of life 's inevitable 
pitfalls and also those which come 
while at the pinnacles of its glorious 
triumphs. 

This individual is selfless. If he was 
not , he might not be able to administer 
with wisdom and compassion the great 
resources with which he has been en
trusted. This individual is a leader. But 
also a good follower, committed to 
service. 

Mr. Speaker, I do not have to tell you 
that Jesse Brown is one such indi
vidual. He has maintained an exem
plary record of service not only to the 
Nation's veteran community but to his 
family, numerous professional organi
zations and indeed to his country. Jes
se's tireless efforts are certainly felt 
throughout my congressional district 
and all over America each day, a large 
veteran community with 3 major VA 
hospitals: Lakeside, Hines and West 
Side, all of which lie within the bound
aries of my district in Chicago and the 
western suburbs. 

As Secretary of Veterans Affairs, 
Jesse Brown worked diligently to in
sure that our Nation's veterans re-

ceived the quality health care and 
other benefits which they are deserv
ing. In fact, throughout his entire pro
fessional career Jesse Brown has 
worked to ensure that America lives up 
to the promises made to our veterans. 

Oftentimes I did not have to ask 
Jesse Brown for a thing. I did not have 
to ask because he would not let me. 

Jesse is proactive and meets issues 
head on. I admire his bold determina
tion to guarantee that those who have 
served this country beyond her borders 
will not suffer and, in fact, will receive 
quality services and benefits. 

I mus t tell you that Jesse's mother is 
a resident of Chicago, and I know that 
she beams with pride at the very men
tion of her son's name. I know veterans 
in my district who have nothing but 
positive things to say about Jesse and 
directly attribute their success to his 
lifelong efforts, and I can tell you that 
I know that all of us ar13 perhaps 
stronger and better because we have 
had the benefit. 

And so, Jesse, I know that we could 
not per suade you to stay. I know that 
if we did, we would be stealing your 
gift from those whom you will be mov
ing on to enlighten, and if you taught 
us anyt hing in this country, it is that 
your company is too precious to keep 
all to ourselves. 

And so I say thank you on behalf of 
my constituents and veterans all over 
not only America, but all over the 
world. And I know that Jesse 's heart is 
saddened when he thinks about the 
budget, our spending plan and tax cuts. 
We are passing laws which has taken 
away health care for veterans and 
doing nothing for military retirees. So 
maybe, Jesse, you are leaving at the 
right t ime because I know that . it 
would be very difficult to do justice to 
veterans with all of these cuts and tax 
breaks for the rich as we balance the 
budget on the backs of the poor. 

And so, Jesse, as you leave, hopefully 
the same people who voted for the flag 
will now learn to vote for veterans and 
their families. We thank you for being 
a great servant to the American peo
ple. 

Ms. BROWN of Florida. I yield now to 
the gentleman from California [Mr. 
FILNER] from the committee. 

Mr. FILNER. I thank the gentle
woman from Florida for having this 
special order for a very special person. 
That picture looks at us, and we know 
his war m th and his friendship and his 
charisma and his concern for so many 
people , and it just beams out from that 
picture , and we thank you for that. 

As you said, I serve on the Com
mittee on Veterans ' Affairs, and al
though I greatly enjoy the challenges 
and responsibilities and even the frus
trations involved with being a Member 
of Congress, my service on that com
mittee is a source of particular satis
faction to me. Veterans are special and 
unique members of our American fam-

ily, and it has been a great honor to 
work on their behalf. 

Additionally, my service on the Com
mittee on Veterans ' Affairs has given 
me the opportunity to meet and work 
with many remarkable people, and the 
Secretary of Veterans Affairs, the Hon
orable Jesse Brown, is one of the most 
extraordinary. 

Adlai Stevenson once said that patri
otism is not a short and frenzied out
burst of emotion but the tranquil and 
steady dedication of a lifetime. By this 
or any other definition Jesse Brown 
has lived the life of a patriot. 

As a young man Jesse enlisted in the 
Marine Corps and was among the first 
American forces to be sent to Vietnam. 
In 1965 he was ambushed in a rice 
paddy outside Da Nang. 
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In his letter of resignation to the 

President, Jesse described this life-al
tering event. As he said in 1965, in one 
short moment, my life was changed by 
a shot I never heard. 

Subsequently, as we have heard al
ready, Jesse went to work for the Dis
abled American Veterans and began his 
career as a passionate advocate for vet
erans. As he told the President over 
the succeeding 32 years, I have been 
driven by an obsession to make sure 
that veterans, whose lives have also 
been changed, are not disadvantaged by 
having honorably served in the mili
tary. That was Jesse Brown. 

As Secretary, he demonstrated the 
same courage he showed as a marine in 
Vietnam. He spoke out on behalf of fel
low veterans with a directness and hon
esty that was criticized by some, but 
deeply appreciated by every veteran in 
this Nation. He never faltered in his 
personal commitment, and never lost 
sight of his duty as Secretary to ensure 
our country never faltered in its com
mitment to our veterans. 

I was honored to have Secretary 
Brown visit my district on several oc
casions. He spoke with veterans, he 
spoke to veterans, and they recognized 
him as one of their own. These vet
erans left those meetings more opti
mistic because they had met Jesse 
Brown. 

I took him to high schools where he 
met our young people. They saw a man, 
a black man, a black man with a para
lyzed arm, who sat in the Cabinet of 
the President of the United States, and 
I think those youngsters will have a 
better chance to succeed because they 
met Jesse Brown. 

I took him to churches, and he could 
preach. He could preach. He was a dif
ferent man in the church, and I know 
that my constituents who heard him 
were spiritually enriched because they 
met Jesse Brown. 

He was an extraordinary man. I am 
proud to call him my friend, and like 
all of my colleagues tonight, we will 
miss him as Secretary of Veterans Af
fairs. I thank the gentlewoman for 
being so involved in this. 
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Ms. BROWN of Florida. Mr. Speaker, 

I thank the gentleman. I would now 
like to yield time to Delegate DONNA 
CHRISTIAN-GREEN, who I had the oppor
tunity to visit her veterans, and also 
note the work that Secretary Brown 
has done for the veterans from the Vir
gin Islands. 

Ms. CHRISTIAN-GREEN. Mr. Speak
er, I thank my esteemed colleague, the 
gentlewoman from Florida [Ms. 
BROWN], who, as she said, traveled with 
me to the Virgin Islands to speak with 
our veterans, for organizing this Spe
cial Order and tribute to our outgoing 
Secretary of Veterans Affairs, the Hon
orable Jesse Brown and for affording 
me this time to offer remarks. 

Mr. Speaker, I rise today to pay trib
ute to Secretary Brown on behalf of 
the veterans of the U.S. Virgin Islands. 
Though relatively small in absolute 
numbers, these brave men and women 
have served our country in per capita 
numbers unequaled by many States. 

I am proud to say that I too come 
from a family of veterans who served, 
beginning with the First World War 
and, who along with the more than 26 
million veterans nationwide, have ben
efited greatly because of the efforts 
and the advocacy of Secretary Jesse 
Brown. 

While it would have been easy to 
overlook the veterans of our small, but 
beautiful territory, Secretary Brown, 
as always, putting each and every vet
eran first, and recognizing the unique
ness of our situation, traveled to the 
Virgin Islands to me·et with our vet
erans and their families and to listen 
to their concerns. 

Because of his caring and strong 
leadership, that visit marked a turning 
point in improved services for the vet
erans of St. Thomas, St. Croix, and St. 
John. 

Mr. Speaker, I am honored to have 
this opportunity to add my voice to the 
many others in recognition and grati
tude for the outstanding years of com
mitment and service to veterans, their 
families, and the Nation. 

The legislature of the Virgin Islands 
and Senator Alicia Chucky Hansen, 
chair of its Committee on Veterans ' Af
fairs , add their thanks and their con
gratulations. 

So , Mr. Speaker, we reluctantly let 
him go, but we do so knowing that he 
will be leaving a better Veterans' Ad
ministration, and that he has laid the 
groundwork for ever improving serv
ices to our veterans. Mr. Speaker, we 
thank Secretary Jesse Brown and wish 
him well and God's blessings in all of 
his future endeavors. 

I thank the gentlewoman for afford
ing me this time. 

Ms. BROWN of Florida. Now I would 
like to yield time to Congressman SAN
FORD BISHOP, who is also on the Com
mittee on Veterans ' Affairs. 

Mr. BISHOP. Mr. Speaker, I thank 
the gentlewoman for yielding, and for 

giving me the opportunity to pay trib
ute to a friend and to a real friend of 
America's veterans. It is an honor to 
join my colleagues , especially the gen
tlewoman from Florida [Ms. BROWN] , in 
honoring the outgoing Department of 
Veterans Affairs Secretary, Jesse 
Brown. He is a true American hero who 
has served his country with honor and 
with distinction. Moreover, he has been 
a real asset to the Clinton administra
tion and his bold leadership in behalf of 
our Nation's veterans will definitely be 
missed. 

Jesse Brown, a native of America's 
Midwest; a proud marine, a combat 
veteran, who served bravely in Viet
nam and a disabled veteran who has 
worked for the past three decades to 
help make sure his fellow veterans re
ceive the full benefits they have earned 
through their service and their sac
rifice. 

When he was named to the Presi
dent's Cabinet as Secretary of Veterans 
Affairs in 1993, veterans everywhere 
knew that this would be an out
standing appointment, one that would 
provide strong, effective leadership for 
the core interests of veterans at the 
highest level of our national govern
ment. And it certainly has been. 

During his tenure, Secretary Brown 
has been instrumental in the enact
ment of a landmark VA health care eli
gibility reform bill which promises to 
open up VA heal th care services to 
many more veterans and pave the way 
for improvements throughout the 
whole VA health care system. 

Benefits for veterans suffering from 
exposure to agent orange in Vietnam 
and to the Persian Gulf illness, full 
payment of veterans' cost of living ad
justments, expanded benefits for sur
viving spouses of veterans, greater em
ployment protection for Americans 
who are called up for military service: 
These are just a few of the initiatives 
he has helped get enacted into law. 

As a member of the House Committee 
on Veterans ' Affairs, I have the privi
lege of working closely with him, and 
on these and other legislative goals, he 
proved to be a real bulldog, the tenac
ity that you would not normally see in 
a Cabinet member working in behalf of 
America's constituency. 

The partnership between the Sec
retary and our committee has been ex
ceptionally productive, and throughout 
our country's history, brave Americans 
have answered America's call, a great 
personal sacrifice. Jesse Brown sac
rificed much. He served greatly, and he 
will be greatly missed in the office of 
veterans affairs. 

Jesse Brown brings to my mind 
many, many very, very pleasant memo
ries. He visited the Second Congres
sional District of Georgia on several 
occasions, and he touched the hearts of 
many, many veterans. It was heart
warming and it often brought tears to 
one's eyes to see him just as at ease 

with a young active duty military per
son, or a gold star wife, and he could 
remember her, having met her 10 or 15 
years ago at a veterans service organi
zation convention. 

Jesse Brown is a very, very special 
individual. He genuinely loves the 
work that he has done for veterans. Dr. 
Benjamin Elijah Mays said that you 
make your living by what you get, but 
you make your life by what you give. 
Secretary Jesse Brown has truly made 
a life, for he has given so much and he 
has, indeed, made a life not just for 
himself, but for all of America's vet
erans and for that, we are forever 
grateful. 

God bless Jesse Brown; God bless 
America. 

Ms. BROWN of Florida. Mr. Speaker, 
I thank the gentleman. 

Now I yield to the gentlewoman from 
Indiana [Ms. CARSON]. 

Ms. CARSON. Mr. Speaker, I thank 
the gentlewoman very much for bring
ing to the fore this tribute to the Hon
orable Jesse Brown. Truly Jesse Brown 
is an honorable man, and I would not 
want it to appear that we are doing 
anything tonight beyond commending 
Jesse Brown, even though it may sound 
as though we are doing something else 
about Jesse Brown. But I am glad that 
Jesse Brown has an opportunity to 
hear the praise and the accolades that 
he so richly deserves during his life
time. 

So, Mr. Speaker, and certainly to the 
people of the United States in general 
and to the veterans in particular, on 
July 1, an all-American public servant, 
the Honorable Jesse Brown will step 
down out of his formal role as Sec
retary of Veterans Affairs, a position 
that he has served honorably, tire
lessly, courageously. 

The Honorable Jesse Brown's public 
service as VA's Secretary is unparal
leled. It is unsurpassed, it is uncompro
mising on behalf of this Nation's 26.5 
million veterans. Mr. Brown directed 
the Federal Government's second larg
est department responsible for a na
tionwide system of health care serv
ices, benefit programs, and yes, indeed, 
cemeteries. 

Mr. Brown enlisted · in the Marine 
Corps in 1963 and was wounded during 
combat in 1965 while patrolling the Da 
Nang area of Vietnam. As a con
sequence, he is a member of the mili
tary order of the Purple Heart. 

When he left the battlefield in Viet
nam, he landed on the American bat
tlefield for this Nation's veterans. He 
became a warrior for veterans in count
less ways: Successfully working for the 
enactment of laws authorizing the VA 
to pay compensation for those veterans 
with undiagnosed illnesses and to pro
vide them with priority health care for 
illnesses they possibly incurred in the 
gulf. 

To reduce a backlog of veterans' ben
efit claims, the Secretary formed a 
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task force whose recommended changes 
have led to improved technology, rede
signed work processes and staff train
ing. 

Mr. Brown convened the first na
tional summit meeting on homeless 
veterans under his leadership, ex
panded services to women veterans, in
cluding counseling for sexual trauma 
suffered in the military, new heal th 
centers with specialized treatment ca
pabilities, and more full time coordina
tors for women's care at VA medical 
centers. Mr. Brown ordered sensitivity 
training for all of the employees as 
part of his campaign of putting vet
erans first. He guided the V A's role in 
the administration of health care re
form. 

In Mr. Brown's resignation statement 
recently he reminded this Nation that 
the Veterans Affairs Department "was 
formed to care for those men and 
women who placed themselves in 
harm's way. They are the citizen sol
diers who have borne the battle, suf
fered the consequences of their deter
mination to defend the freedoms we 
enjoy, and stood by our allies around 
the world when needed." 
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He reminds us that there is still 

much to do, not the least of which is to 
continually remind this Nation that all 
we enjoy under the Bill of Rights the 
laws of the land, and bountiful fruits of 
the Nation are ours because more than 
1 million citizens died to protect those 
precious freedoms, and another lV2 mil
lion citizens came home wounded and 
scarred for life. 

We can never fully repay them for 
their losses, but we must never forget 
them nor shove them aside when free
dom is abundant and unchallenged. We 
cannot shove them aside when, under 
the guise of balancing the Federal 
budget, we deny and neglect those who 
fought ferociously for freedom all over 
this world. 

So, Mr. Jesse Brown, in honor of all 
of your good work, we thank you, Mr. 
Secretary, for your heroic public serv
ice, and we are reminded tonight that 
unto whom much is given, much is re
quired. Mr. Brown has certainly given 
us much, as Secretary of the Veterans 
Affairs Department. Our gratitude is 
eternal. Unto whom much is given, 
much is required, Mr. Speaker, lest we 
forget the veterans that Mr. Brown, 
who himself is a veteran, has so capa
bly and ably represented. 

Ms. BROWN of Florida. Mr. Speaker, 
I yield to the gentlewoman from Cali
fornia [Ms. JUA,NITA MILLENDER
MCDONALD]. 

Ms. MILLENDER-McDONALD. Mr. 
Speaker, I would like to first thank my 
esteemed colleague, the gentlewoman 
from Florida Ms. CORINNE BROWN' for 
allowing us the opportunity to come 
tonight to, Mr. Speaker, applaud an 
outstanding American, an outstanding 

African-American, with commenda
tions. That person is Veterans Affairs 
Secretary Jesse Brown, whom we all · 
applaud for his tireless advocacy on be
half of America's veterans. 

His departure from the Clinton ad
ministration creates a loss for veterans 
and for all of us. It will be hard to find 
another champion for veterans with 
such outstanding capabilities, commit
ment, and a track record of 
groundbreaking accomplishments. 

Brown made a difference in the qual
ity of veterans' lives. Brown was a vet
eran, and that experience enabled him 
to provide special leadership at a crit
ical time of Government downsizing 
but increasing service needs. 

Jesse Brown came to the office of 
Secretary with very unique qualifica
tions. Brown grew up in Chicago's 
South Side and was recognized even as 
a youngster as a natural leader. He 
graduated from Chicago's City College, 
and later joined the U.S. Marines, 
where he served his country during the 
Vietnam war. 

In 1965 Brown crossed a rice paddy 
near Da Nang when an enemy bullet 
shattered his right arm. He was award
ed a Purple Heart. After a year of reha
bilitation at a Naval Hospital, Brown 
joined the Disabled American Vet
erans, the DAV, as a service officer in 
Chicag'o. Brown said, that job offered 
fire to my life; it gave me a reason for 
living and a noble cause. He eventually 
became DAV's executive director. 
President Clinton appointed Brown to 
Secretary of Veterans Affairs in 1993. 
To say that Jesse Brown has fought in 
the trenches would not adequately de
scribe Brown's efforts on behalf of vet
erans. 

Some have said his commitment 
verges on obsession, but I think he 
would find a compliment in that as
sessment. Brown has championed 
American veterans' causes, especially 
during the budget-cutting debates, by 
pointing out that veterans' benefits are 
not entitlements. They are the equiva
lent of inalienable rights. Brown has 
asserted that veterans should not be 
discussed in the same breath as welfare 
recipients. "We can't spend billions 
preparing people to go to war and then, 
when they come home, nickel and dime 
them t o death." That was Secretary 
Brown. 

Secretary Brown has consistently re
minded those of us here in Congress of 
the critical role played by American 
veterans and the respect they deserve 
for their efforts on our behalf. Some of 
Secretary Brown's accomplishments 
include changes in how the VA is run, 
changes that will allow VA doctors to 
treat veterans for whatever ails them, 
not just conditions linked to their ac
tive duty service. Brown's reforms also 
include care for children of veterans 
who may have spina bifida linked to a 
parent 's duty in Vietnam, and Persian 
Gulf war veterans whose ailments can
not be linked to any specific illness. 

Brown's reforms also enabled female 
veterans to finally have medical clinics 
at most VA facilities. As a female 
Member of Congress, I applaud Jesse 
Brown's sensitivity to the needs of 
women veterans and the changing com
position of our U.S. military. 

I know that whatever Jesse Brown 
tackles in this next phase of his public 
service, the veterans of America will be 
better off because of his efforts. Again, 
I commend Jesse Brown's many accom
plishments and wish him all the best. 
And as one veteran would say to an
other one, and I am sure all American 
veterans are saying this, God bless 
America, God bless Jesse Brown, for 
having graced our stage. Again, I 
thank the gentlewoman from Florida 
for allowing us this opportunity. 

Ms. BROWN of Florida. Mr. Speaker, 
I yield to the gentlewoman from Texas 
Ms. SHEILA JACKSON-LEE. 

Ms. JACKSON-LEE of Texas. Mr. 
Speaker, I thank the gentlewoman 
from Florida for, one, her advocacy on 
behalf of veterans, and the recognition 
that it is important to give flowers 
when they can be accepted and re
ceived. 

It was interesting to hear the gentle
woman from Indiana, who made a hu
morous remark; no, this is not Sec
retary Brown's eulogy. It is a com
memoration and celebration for all of 
the service that he has given to so 
many. I am certainly grateful that the 
gentlewoman from Florida [Ms. 
BROWN] , in her leadership in the vet
erans arena, recognized that he should 
not go quietly into the night. 

Let me for a moment do the formal 
statement, and very briefly acknowl
edge Secretary Brown as a friend. How 
interesting, so many of us coming from 
so many different places around the 
country, California, Illinois, where he 
is from, and he spoke fondly, fre
quently, of Chicago and Illinois, Flor
ida and Indiana and other places who 
have paid him tribute, to be able to 
stand here and call him a friend. That 
is very special. 

Mr. Speaker, I say that he is a friend 
to all veterans. There is not a one that 
he comes upon, whether it is the vet
erans still living from World War I, or 
that veteran with a glitter in his eye 
from World War II or the Korean ac
tion, whether it was the Vietnam ac
tion or the Persian Gulf and other 
places unknown that we fail to remem
ber, when he comes and sees these vet
erans, there is a spark, an excitement 
of recognition that a friend has come 
into their eyesight. 

Jesse Brown served this Nation in 
uniform long before he came the Sec
retary of Veterans Affairs. His experi
ence in and after military service pro
vided much-needed insight and sensi
tivity into the plight of our Nation's 
veterans. Secretary Brown's slogan 
" Putting Veterans First" sounds al
most like a campaign for the next elec
tion, "Putting the people first," but 
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Secretary Brown did not use this as a 
campaign slogan. It was a heartfelt 
commitment, putting veterans first , 
and putting that slogan into every ac
tion at every level of the Department 
of Veterans Affairs. 

Under Secretary Brown's leadership 
the Department of Veterans Affairs 
had expanded benefits for veterans who 
were prisoners of war or exposed to 
Agent Orange, radiation or mustard 
gas, and has expanded treatment serv
ices to those suffering from post-trau
matic stress disorder. Mr. Brown also 
directed the Veterans Affairs ' aggres
sive research initiative to determine 
the causes of illnesses of Persian Gulf 
veterans. 

Mr. Speaker, there is something spe
cial, albeit we have a great love for all 
of our veterans, but the special kind
ness that Secretary Brown had for our 
Vietnam veterans, the fondness and the 
relationship that he was able to show 
to those who still had relatives, loved 
ones, husbands, fathers, brothers, who 
were MIAs, he could empathize and 
sympathize realistically. 

I remember as a member of the City 
Council in Houston how special to be 
part of those veterans who would come 
and celebrate Veterans Day or Memo
rial Day, and continue to raise up the 
POW and MIA flag. Secretary Brown 
knew this in his heart, that he must 
continue the fight dealing with vet
erans and dealing with those who were 
MIAs and who were POWs. 

Secretary Brown convened the first 
National Summit on Homeless Vet
erans programs and medical centers, 
and I know that the standdown that we 
had in Houston, and that has occurred 
across the Nation, brought homeless 
veterans from around our community 
who felt loved and respected, because 
volunteers came every spring to cater 
to them and to allow them to get over 
some of the illnesses and addictions 
that many faced. Secretary Brown al
ways acknowledged that these were 
veterans, too. 

He expanded services to women vet
erans to include counseling for sexual 
trauma suffered in the military, new 
health centers with specialized treat
ment capabilities, and more full-time 
coordinators for women's care at Vet
erans Affairs medical centers. 

My own Shirley Smith in Houston 
worked so very hard to have the wom
en's section of the veterans hospital 
grow and thrive and make women feel 
comfortable. When I visited on many 
occasions, whether it was a holiday oc
casion and when we had Valentine 's 
Day with the veterans, it was special 
to see women veterans, a true product 
of the work of Secretary Brown, feeling 
comfortable and being treated well 
with special services in our veterans 
hospitals. 

I would like to salute Secretary 
Brown for his commitment to Amer
ica's sick, homeless, and disabled vet-

erans . . As Secretary of Veterans Af
fairs , Secretary Brown was the best 
and brightest from his generation to 
take on the job of preparing the De
partment of Veterans Affairs for the 
next century. 

Secretary Brown was an effective 
voice in the administration and on the 
Hill for this Nation's veterans. His 
leadership in the administration to 
promote and defend the interests of 
veterans in the making of policy that 
our Nation's government promulgated 
is worth noting tonight. 

I said to the gentlewoman from Flor
ida [Ms. BROWN], interestingly enough 
they both have the same last name, 
and it is appropriate to note that, no, 
they are not related, but apparently 
the Browns stand strong in America 
because they come, apparently, from 
the same good stock. That is the stock 
of serving this country well. 

I have given my official compliments 
to Secretary Brown, and if the g·entle
woman would allow, let me just say 
some things straight from the heart. 
First of all, the gentleman from Cali
fornia [Mr. FILNER] said something 
very special. The gentlewoman has his 
picture there on the floor, how wonder
ful it is that tonight we pay tribute to 
an African-American, an American war 
hero. How important it is for all of this 
Nation to recognize, as the flag is re
flected behind the gentlewoman, that 
we are best when all of us can shine, 
Hispanics and Anglos and Asians and 
African-Americans. In this time when 
there has been a call for apologies for 
slavery, there has been a call for a dia
log, it is important that this gen
tleman led our veterans. 

I hope those who may be thinking of 
negative comments, that we do not 
need to live together in harmony, can 
look tonight and see that a man who 
stands tall by the name of Jesse Brown 
did not lead the Veterans Department 
as an African-American, but he led the 
Veterans Department as an American. 

I think the many veterans and those 
who worked in our·veterans Affairs De
partment and those who worked in our 
veterans hospitals who happen to be 
people of color, and let me be honest 
with you, I heard from many who felt 
that in these hospitals sometimes, as 
employe~s . they were not treated the 
best; and I am trying to work with 
those in Houston who have concerns, 
but they felt that Secretary Brown 
cared about them and their treatment 
as employees, no matter what their ra
cial background was. 

I remember the sad times. The gen
tlewoman from Florida [Ms. BROWN] 
was right, we were here fighting to 
avoid the shutdown across this Nation 
in the 104th Congress. We wanted to 
avoid putting those people out on the 
street who worked hard every day in 
the veterans hospitals. 
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When I was able to go back to my 

veterans hospital and see those people 

working without pay to keep the vet
erans there safe, it was because they 
believed in Secretary Jesse Brown, 
that he would not let them down. And 
he instructed his veterans hospitals to 
find any way possible to coordinate 
with local banks to reach out to avoid 
the employee 's credit going bad or 
their being out of apartments or hous
ing. He truly cared whether this gov
ernment was shut down by my Repub
lican colleagues. 

So I am saddened somewhat that he 
is going to leave us from government, 
but I want to make a commitment to 
Jesse Brown, because tomorrow we will 
be putting forth a tax bill. And I heard 
just a few minutes ago some of my Re
publican colleagues talking about peo
ple who do not pay taxes, people mak
ing 15,000 and 20,000 and 25,000. 

I know, when I have had a chance to 
talk to Secretary Brown, he said, you 
know, some of those people are vet
erans. Some of those people who have 
to get food stamps and work are vet
erans. So let me set the record 
straight, because I will be voting no on 
the Republican plan and it will be 
somewhat of a tribute to Secretary 
Jesse Brown. 

That is because the EITC, the earned 
income tax credit, is important and be
cause people making $25,000 a year, 
former members of the military, now 
veterans, are paying taxes. 

Ms. BROWN of Florida. Mr. Speaker, 
would the gentlewoman believe that 
one-third of the homeless people are 
veterans, veterans who have slipped 
through the cracks? We owe service to 
these people who have paid their dues 
up front. When I look at the budget 
that is put forth tomorrow, I look with 
disgust, because we are sacrificing the 
veterans who have paid their dues. Per
haps it is a good time for Secretary 
Brown to leave, although we will miss 
him. He is and I am sure he will con
tinue to be a strong voice for the vet
erans in this country. 

Ms. JACKSON LEE of Texas. Mr. 
Speaker, as I come to a close, the gen
tlewoman is so very right. I know that 
you know this because I have heard 
you speak so eloquently on the floor 
about your veterans hospitals and try
ing to work so hard for the veterans in 
your area. 

We thank the administration for giv
ing Jesse Brown the latitude and lee
way to fight for veterans. As I was say
ing, these individuals who are veterans, 
some homeless, but some who work 
every day, but they make $15,000 a year 
or $25,000 a year, let me set the record 
straight , since we will vote on the tax 
bill tomorrow. 

They do pay taxes. They pay Social 
Security taxes. Payroll taxes are taken 
out. And it is important that we have 
a tax bill that responds to Americans 
who served their country, who may not 
be making $250,000 a year. 

Jesse Brown used to go across this 
Nation. He came to my district several 
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times. So many of us can account for 
his time. He was not sitting in his of
fice with the door closed. He was on the 
road working and reaching out to vet
erans. 

Let · me tell you something tonight 
and to all of my colleagues, because I 
know that Jesse Brown will live and 
this is not his eulogy; my promise to 
you Secretary Brown is, one, to wish 
you well, and hopefully your voice will 
continue to be raised on behalf of the 
veterans as a private citizen. I have an 
obligation now to work with my col
leagues, the gentlewoman from Flor
ida, to ensure that the veterans of this 
Nation are continuously supported by 
this United States Congress. 

Yes, to support tomorrow the fairest 
tax bill, the Democratic alternative 
that does not turn its back on the vet
erans of this country, the working men 
and women of this country, those that 
make $25,000, those that make $50,000, 
those who make $85,000, working every 
day to send their children to college, to 
make ends meet, those are the folks 
that we will be. supporting. That is my 
promise and tribute to Secretary 
Brown, that I will continue to work for 
the 1,646. 700 veterans in the State of 
Texas and, yes, the veterans all over 
this Nation. 

Secretary Brown, we will miss you in 
your service to this Nation, but how 
proud you have made all of us for what 
you have done by offering almost your 
life on our behalf of freedom and, yes, 
fighting for the least of those, our 
brothers and sisters. God bless you and 
God bless America. 

Ms. BROWN of Florida. Mr. Speaker, 
I thank the gentlewoman. Someone 
said earlier tonight, let the work I 
have done speak for me. It is clear ·that 
Secretary Brown has done the work, 
and we all are grateful. 

The gentlewoman from Florida [Mrs. 
MEEK] wants to make a few closing re
marks, but before she makes those re
marks, I have a story that I want to 
share with America about Secretary 
Jesse Brown. 

Often in this Chamber I hear bashing 
of government employees on this and 
government employees on that. I have 
got a story that tells how government 
should work. In my district that ex
tends from Jacksonville to Orlando, in 
the Orlando area we had a serious prob
lem as far as a facility for veterans. 
When the Base Closure Commission 
recommended closing the Naval Train
ing Center in Orlando, which was dev
astating, we came up with how we 
could take that lemon and make it 
lemonade. 

We invited the Secretary to come 
down to the Naval Training Center. He 
did. He viewed the hospital facility 
there. And he wrote the Secretary of 
Defense and asked him to give this fa
cility to the veterans in this country. 
The Secretary of Defense gave the hos
pital to the veterans. They came, they 
needed an appropriation of $14 million. 

Well, they came to me and we were 
able to get that $14 million in the budg
et. It was a win-win for the veterans in 
the area. And, of course, taking a 
lemon, making it lemonade. 

But do you know that when the Re
publicans first took over, the first 
thing they did was to take that $14 mil
lion out? 

I went to Orlando and met with the 
veterans and they got on the phone and 
called the Congresspeople from Flor
ida, and we put that money back in. 
And today I can tell my colleagues 
that that hospital is up and oper
ational, thanks to Secretary Brown. 

That is an example of how govern
ment should work for the people. 

Mr. Speaker, I now yield to the gen
tlewoman from Florida [Mrs. MEEK] for 
a few closing remarks. 

Mrs. MEEK of Florida. Mr. Speaker, I 
thank the gentlewoman from the Third 
Congressional District of Florida. 

The anecdotal record that you have 
just stated about Secretary Brown is 
proof in itself that he is a leader, that 
he is someone who knows management. 
He is a man who knows service. 

I think his dictum was, service is the 
price you pay for the space which God 
has let you occupy. Secretary Brown 
was elevated to that position by Presi
dent William Jefferson Clinton. I want 
to commend President William j eff er
son Clinton for appointing Secretary 
Brown, for having the foresight to look 
for a man who had fought the wars and 
was back to this country. And the only 
thing he asked for was fairness for vet
erans. 

It is wonderful to talk about Sec
retary Brown. That is why this seems a 
little like a eulogy, but it is not. It is 
not a memorial. He is a vibrant, young 
person who will leave here with all of 
the benefits accrued to a person who 
has been on Capitol Hill representing 
veterans. 

We know we owe him a debt of grati
tude. We owe you one for helping 
America understand about this great 
heroic gentleman who stepped out from 
the crowd, with a uniqueness and a cut 
above from the rest, to lead this coun
try and to say to the world, we respect 
our veterans. We owe them a debt of 
gratitude for wanting to give up their 
lives for this country. 

This is a unique tribute tonight. My 
heart is strangely warmed, as I know 
that people of this country, their 
hearts are warmed, and so are the vet
erans. We thank you. We thank Amer
ica for having shared this fine gen
tleman who is of African descent and 
shared him with the world. I thank the 
gentlewoman. 

Ms. BROWN of Florida. Mr. Speaker, 
I thank the gentlewoman from Florida. 

As I close, I want to also thank 
President Clinton for appointing Sec
retary Brown as Secretary of the De
partment of Veterans Affairs. I often 
say when we beg·in our committee 

meetings, that Secretary Brown is one 
of the brightest spots in President 
Clinton's administration, but he is also 
one of the brightest spots in this coun
try. 

I guess I am going to say good luck. 
Joy go with you. Leave us here fight
ing. I know you are going to help us 
out when you can. 

I thank my colleagues for joining me. 
I just want to thank Jesse Brown's 
family for letting him share this time 
with us. Let me say, God bless Sec
retary Jesse Brown and God bless 
America. 

Mr. STUMP. Mr. Speaker, I rise on this oc
casion to offer remarks on the imminent de
parture of the Secretary of Veterans Affairs 
Jesse Brown. Secretary Brown is due to leave 
the helm of the second largest Federal agency 
at the conclusion of this month. 

Special thanks should go to my Committee 
colleague Representative CORRINE BROWN of 
Florida for her efforts to organize this special 
order. 

As the second secretary of this relatively 
new cabinet-level agency, I believe that Jesse 
Brown's steadfast advocacy has defined the 
role for future holders of this post. 

No one has worked harder or more effec
tively to be an advocate for veterans. His deci
sion to be an advocate inside the administra
tion was both courageous and necessary. His 
passionate voice will be missed. Secretary 
Brown has truly been a "Secretary for Vet
erans Affairs ." 

We have had some differences in matters of 
policy. But we have shared-and we will con
tinue to share-a sincere desire to serve our 
veterans. For I believe there is no higher call
ing than to serve those who have given to our 
country. 

I want to take a moment to point out what 
I believe to be one of the major accomplish
ments of Secretary Brown's administration. His 
decision to hire Dr. Kizer as Undersecretary 
for VA Health Care, and permitting him to re
shape the VA Health Care System, shows 
world-class vision. It was that kind of vision 
that was necessary for revitalization of the Na
tion's largest health care system. 

I have been frustrated in the past by the 
lack of sustained progress in making our VA 
health care system better. I believe that with 
Dr. Kizer's stewardship, we are on the correct 
course. Secretary Brown should be highly 
commended for such foresight, and for the 
support he has provided to those who are im
proving the delivery of medical care services 
to our veterans. 

On behalf of the entire VA Committee, I 
want to express my gratitude for Secretary 
Brown's undiminished support for veterans, 
and his willingness to speak on behalf of the 
veteran whenever it was needed. Secretary 
Brown, you have left an enduring legacy, and 
have raised the bar of expectations for your 
successors. 

Mr. MASCARA. Mr. Speaker, I want to 
thank the gentlelady, and my colleague on the 
House Committee on Veterans' Affairs, for or
ganizing this special order tonight to honor our 
esteemed Secretary of Veterans Affairs, Jesse 
Brown. 

Jesse Brown came to his job with a long 
and distinguished career fighting for veterans 
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and their needs. As the executive director of 
the Disabled American Veterans and a deco
rated veteran, Secretary Brown had already 
fought many battles in the trenches, joining 
with leaders of other veterans' service organi
zations in convincing the Bush administration 
that veterans' problems could not be ignored. 

He is renowned for his "in-the-face," frank 
talk about what his department needs in the 
way of money and resources to serve vet
erans. Many stories abound about how he cor
nered President Clinton-or some other ad
ministration officials-and bluntly let them 
know veterans would suffer if their budget pro
posals became law. He personally got the 
President to agree to add millions to the VA 
budget-a step which made many budget 
crunchers winch and many veterans smile. 

The Wall Street Journal put it best when it 
said that to Secretary Brown, veterans' bene
fits are not entitlement but "the equivalent of 
inalienable rights." To the Secretary, it is un
conscionable that our Nation will not hesitate 
to spend billions to prepare for war and then 
wants to "nickel and dime" veterans. 

I stand squarely with Secretary Brown in be
lieving our Nation owes a deep and lasting ob
ligation to veterans. I can only hope his suc
cessor will have the same level of passion for 
our veterans. 

I know we are going to deeply miss Sec
retary Brown and I sincerely wish him the best 
in his future endeavors. 

Mr. STOKES. Mr. Speaker, I want to thank 
my colleague, the distinguished lady from Flor
ida, CORRINE BROWN, for reserving this special 
order. I join her and many others in paying 
tribute to Jesse Brown, the retiring Secretary 
of the Department of Veterans Affairs Sec
retary Brown has served in this post for 4112 
years. His departure brings to a close a distin
guished Cabinet assignment which earned him 
the respect and admiration of veterans, their 
families, and people across America. 

In January 1993, Jesse Brown accepted the 
call from President Clinton to head the Depart
ment of Veterans Affairs. He took responsi
bility for directing the Federal Government's 
second largest department, responding nation
wide to the need for health care services, ben
efits, programs, and national cemeteries for 
America's 26 million veterans. When the 
President asked Jesse Brown to head the De
partment of Veterans Affairs, he selected an 
outstanding individual who was more than pre
pared to meet the challenge. 

Jesse Brown is a veteran of the Marine 
Corps. He was wounded during combat in 
1965 while patrolling in the Danang area of 
Vietnam. Before joining the Clinton administra
tion, he spent his professional career with the 
Disabled American Veterans, serving as its 
executive director from 1989 to 1993. While in 
this post, he earned a reputation as a fearless 
advocate for disabled veterans and their fami
lies. 

Mr. Speaker, under the leadership of Sec
retary Brown, the Department of Veterans Af
fairs has entered a new level of commitment 
and service. These accomplishments are the 
direct result of Secretary Brown's strong lead
ership. During his tenure, the Veterans De
partment has expanded benefits for veterans 
who were prisoners of war or exposed to 
agent orange, radiation or mustard gas. The 

agency has also expanded treatment for those 
suffering from post-traumatic stress disorder. 
Further, Secretary Brown has undertaken an 
aggressive research initiative to determine the 
cause of illness for military personnel who 
were involved in the Persian Gulf war. 

Secretary Brown has to his credit the fact 
that they convened the First National Summit 
on Homeless Veterans during his tenure. He 
oversaw the reorganization of the veterans 
health care system to broaden access to the 
system and offer the highest level of com
prehensive care. 

Mr. Speaker, I am the former chairman and 
now ranking minority member of the House 
Appropriations Subcommittee on Veterans Af
fairs-Housing and Urban Development
Independent Agencies. I know of no one more 
committed to service than Jesse Brown. Vet
erans and their families are the beneficiaries 
of his hard work and dedication. 

Mr. Speaker, as he prepares to depart his 
post, we take this opportunity to recognize and 
thank Secretary Jesse Brown for a job well 
done. We salute his tireless efforts and wish 
him well in his future endeavors. 

GENERAL LEA VE 
Ms. BROWN of Florida. Mr. Speaker, 

I ask unanimous consent that all Mem
bers may have 5 legislative days within 
which to revise and extend their re
marks on the subject of my special 
order, Secretary Jesse Brown. 

The SPEAKER pro tempo re (Mr. 
PAPPAS). Is there objection to the re
quest of the gentlewoman from Flor
ida? 

There was no objection. 

THE ECONOMY 
The SPEAKER pro tempore. Under 

the Speaker's announced policy of Jan
uary 7, 1997, the gentleman from Min
nesota [Mr. GUTKNECHT] is recognized 
for 60 minutes. 

Mr. GUTKNECHT. Mr. Speaker, per
haps I will not take the entire hour. 
There may be some colleagues coming 
down to join me in this special order 
tonight. 

I want to talk a little bit about 
where we have been as a country; in 
other words, where we were, where we 
are and where we are going. 

Mr. Speaker, it is my observation 
that for 40 years Washington had it 
wrong. For 40 years Congress thought 
that Washington knew best, that big 
bureaucracies could solve social prob
lems. And so for 40 years, spending in
creased at double the inflation rate, 
taxes went up faster than the family's 
income, the debt ballooned and social 
problems got worse. Washington had it 
wrong. 

Washington waged a war on poverty. 
We spent over $5 trillion on a war on 
poverty. But, Mr. Speaker, I encourage 
you to take a walk through any 
burned-out inner city, and you will see 
the victims of that war on poverty. 

I ask you to ask yourself, who won 
the war on poverty? No, I think Wash
ington had it wrong. 

Washington overtaxed those who 
worked hard and, as some say, played 
by the rules. They squandered much of 
it on top-heavy programs that did lit
tle but breed more dependency. 

When I was a child growing up and 
my parents raised three boys, I was the 
oldest of the three, my father was the 
sole breadwinner in our family. He 
worked in a factory. I am a blue collar 
kid. When I was growing up in the 
1950's, the largest payment that the av
erage family made was the house pay
ment. In fact, families back then could 
afford to raise their kids on one pay
check, because the largest payment 
they made was the house payment. In 
fact, taxes back then averaged some
thing like, Federal taxes, less than 4 
percent of the family's income. 

But today, according to the National 
Taxpayers Union, the average family in 
America today spends more for taxes 
than they do for food, clothing, and 
shelter combined. 

No , I think Washington had it wrong. 
They thought if we took more money 
from families who were doing the right 
thing·s and gave it to people who per
haps were doing the wrong things, we 
could solve those problems. And Wash
ington was just wrong. We encouraged 
more irresponsibility, and we discour
aged personal responsibility. 

I want to show a chart here, because 
I had my staff do a little research. And 
it is something that I had suspected for 
a long time and I think this chart con
firms it. What it shows is that since 
1975, for every dollar that the Congress 
took in, and these red lines are really 
how much more the Congress was 
spending than it took in, for every dol
lar that they took in, for example, I 
think in the year 1976, for every dollar 
that Washington took in it spent $1.23. 

The following year they got a little 
more frugal and dropped to $1.15. But if 
you take the averages from 1975 until 
1994, for every dollar that Washington 
took in, it spent $1.21. 

The good news is that since the Re
publicans took control of Congress, and 
these are the blue lines over here, that 
number has dropped to $1.08. And when 
we enact the budget that we voted on 
today here in the House and when that 
budget is finalized, we, in fact, will be 
spending 99 cents for every dollar that 
we take in. And we are laying the foun
dations for actually paying off the na
tional debt. So things are changing 
here in Washington. 

As my colleague, the gentleman from 
Wisconsin [Mr. NEUMANN], who put this 
chart together with the help of the 
House Committee on the Budget and 
the Congressional Budg·et Office , what 
it shows is that we have come a long 
way. Since the days when we consist
ently spent $1.20 for every dollar that 
we took in, right now we are actually 
ahead of budget, ahead of our goal and 
under budget. 
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And what we see in the red lines, this 
was our 1995 budget plan, the 7-year 
plan that we put in effect 2 years ago 
when those of us came here in the 104th 
Congress and decided to change the 
way Washington does business. What 
we said was, in fiscal year 1997 we 
would have a deficit of $174 billion. 
Now that is a lot of money. But when 
I first came to Washington, some peo
ple were saying that we could actually 
be seeing deficits of something like 
$274 billion. 

Well, there is a lot of good news. Be
cause what has really happened, be
cause we have had a stronger economy 
and because we eliminated about $50 
billion worth of wasteful Washington 
spending, because we have begun to 
limit the growth in entitlements, be
cause we are actually doing what the 
American people had wanted Congress 
to do for 40 years, we are ahead of 
schedule and under goal. 

As a matter of fact, in our budget 
resolution of 1995 we said that the Con
gress would spend no more than $1,624 
billion. That is still a lot of money. 
But we said that is the most we would 
spend in fiscal year 1997. Well, the good
news is that we are actually going to 
spend only $1,622 billion. In other 
words, this Congress is actually g·oing 
to spend less money than we said we 
would spend in this fiscal year 2 years 
ago. 

Now that is the good news. And that 
news gets even better. Because the 
economy has been stronger than we ex
pected, we have actually taken in over 
$100 billion more than we expected to 
take in; and, as a result, rather than 
having a $174 billion deficit this year, 
it is actually going to be less than $70 
billion. 

If we stay on that path and we have 
that kind of fiscal discipline, I believe 
that this Congress will balance the 
budget not by the year 2002 but actu
ally by the year 2000. I think there are 
good economic reasons to believe that 
that is going to happen. 

The best news is that we are bal
ancing the budget while saving Medi
care and providing significant tax re
lief for working families here in the 
United States. As I mentioned earlier, 
we are also laying the foundations for 
actually paying off that debt, making 
Social Security truly secure, and leav
ing our kids a debt-free future. 

Now I would like to talk a little bit 
about some of the things, and there is 
going to be a real heated debate, and 
already there is a heated debate about 
what actually is in the tax relief pack
age. I think the more the American 
people begin to understand what we are 
really talking about in terms of tax re
lief for working families and what it 
will do in terms of spurring more eco
nomic growth and growing· the eco
nomic pie even more, I think the Amer
ican people are going to overwhelm
ingly support this tax relief package. 

First of all, the cornerstone of this 
tax relief package includes a $500-per
child tax credit. Now that is a credit, 
and I think a lot of the people do not 
understand the difference between a 
credit and a deduction. In other words, 
if you have three children under the 
age of 18, you are going to get $1,500 
more to spend. That is take-home pay 
that you get to keep and spend on your 
family as you see fit, not as some 
Washington bureaucracy dictates or 
decides for you. 

There is $35 billion in post-secondary 
education incentives. I can say this: As 
a baby boomer and a father who has 
one in college right now and two teen
agers that I hope will go on to post-sec
ondary education of some kind, that is 
real relief. That means real things to 
real families , $35 billion to encourage 
families, to make it easier for families 
to send their kids to post-secondary 
education options. I think that is a 
great component in this plan. 

There is also a broad-based capital 
gains tax relief. Now some of our 
friends on the left talk about capital 
gains and they say that is tax cuts for 
the rich. Well, in some respects, maybe 
they are right. In fact, back in my 
southern Minnesota district I have a 
lot of farmers and small business peo
ple, and they understand capital gains 
tax relief more than anybody else. 

They do understand that many peo
ple who pay a capital gains tax are rich 
for 1 day: the day they sell their farm, 
the day they sell their business, or the 
day that they sell an asset or some in
vestment that they have held for a 
long period of time, and in most cases 
they have been paying taxes on that 
farm or that business or that invest
ment all along the way. So capital 
gains taxes are about encouraging fam
ilies to save and invest for their own 
future. 

I think it was Abraham Lincoln that 
said that " You cannot help the poor by 
destroying the rich." If we make it 
more and more difficult for people to 
invest and save, it means that we are 
going to reduce the amount of capital 
in our economy, and that means ulti
mately fewer jobs. 

So capital gains tax relief is about 
encouraging people to invest and save 
for their own future, and it is about 
growing this economy so we have more 
jobs for the people who really need 
them. 

We also expand the individual retire
ment accounts and make it easier for 
people to save for their future that 
way. We have significant reduction in 
the death taxes. 

Now some people are saying, well, 
this is not as good as it should be; and 
I guess we would have to agree. But it 
is a giant step forward in saying that 
just because you die does not mean the 
Federal Government has a right to step 
in and take up to 55 percent of your es
tate. 

So those are the basic components of 
the tax relief package that we are talk
ing about. This package is aimed di
rectly at America's middle-income 
wage earners. There is going to be an 
awful lot of rhetoric and misinforma
tion spread about what is in this tax 
bill. 

But the best information that we 
have, according to the House Com
mittee on Ways and Means, and I think 
it is backed up by the Congressional 
Budget Office, is that those who are 
earning under $20,000 will get about $5.5 
billion worth of tax relief under our 
plan. Families between $20,000 and 
$75,000 worth of income are going to get 
83.5 percent. Families that make be
tween $75,000 and $100,000 will get about 
$19.3 billion, and those making over 
$200,000 will get $1.4 billion. 

If you divide that up, just simple 
arithmetic, take a calculator to it, you 
can work this out back in your office 
or do it in your home, but what it real
ly means is that over 75 percent of the 
tax relief that is in this tax relief pack
age that we will vote on tomorrow on 
the floor of this House will go to fami
lies earning less than $75,000. 

Now I know there are some people 
who say those folks are rich. But those 
who may be watching at home do not 
consider themselves to be rich. It is 
targeted at middle-class people. 

Let us talk about saving the Medi
care system from bankruptcy. One of 
the other problems we realized when 
we came here, when I came here in 
1994, was that Medicare was in trouble 
and that if we did not take some seri
ous action, according to the trustees of 
the Medicare trust fund, they said that 
the Medicare trust fund was going to 
go bankrupt in only a few years. 

So we said, well, what can we do? 
Well, one person once said that insan
ity is doing more of what you have al
ways done and expecting a different re
sult. What Washington always used to 
do when they had a problem with 
health care or anything else, they 
would figure out a way to crank down 
on fees. If price controls had worked, 
well, I think Richard Nixon would have 
solved inflation back in the 1970's with 
his price control program, but price 
controls do not work. 

What does work is the magic of the 
marketplace. We said, let us try to fig
ure out ways to take some of the ideas 
that are working so well in the free 
market system, out where we are see
ing inflation in the health care deliv
ery system dropping to 2 and 3 percent, 
why can we not take some of those 
ideas, use competitive forces, give peo
ple more choices and actually use the 
miracle of the marketplace to help 
control cost? 

That is exactly what we have done. 
But inside of that we are still allowing 
total Medicare expenditures under our 
plan to go from $5,480 per recipient, in 



-~ ~----- - - - - -- -- - - - -- - - - - -

12520 CONGRESSIONAL RECORD-HOUSE 

other words, per senior citizen spend
ing will be from $5,400 per senior cit
izen to almost $7 ,000 per senior citizen 
in the year 2002, in other words, in less 
than five years. 

What we are really assuming, 
though, we are not cutting Medicare 
but we are slowing the rate of growth. 
We are slowing the rate of growth, and 
that ultimately will yield savings of 
about $115 billion. But most impor
tantly, we are going to provide more 
choices to more seniors. 

In fact, what I like to say to some of 
my folks is, we want to give seniors 
wherever they live the same kinds of 
choices that Members of Congress and 
Federal employees receive. If we struc
ture this thing correctly, we think we 
are going to see lots of choices for 
these seniors. 

One other important thing we have 
done, and I worked very hard on this 
and a lot of folks from other parts the 
United States have worked on it, we 
tried to change what is called the 
AAPCC formula and we made tremen
dous progress there. What that really 
means is, for those people who live in 
rural parts of the country, they are 
going to get closer to the same kind of 
payments for their managed care sys
tem if they decide to join managed 
care operations as those people that 
live in the big cities. 

After all, that is only basic fairness, 
because those people that live in Man
kato, Minnesota pay exactly the same 
taxes as someone who lives in Miami, 
Florida. So there is real fairness in this 
Medicare reform plan that we are put
ting forward, as well as reform which 
ultimately we believe will yield big 
savings while offering seniors more 
choices and actually more benefits. 

This is another chart about Medi
care, where we were, where we are 
going; and what it demonstrates is, 
what we are still doing is allowing the 
growth in spending in Medicare to go 
up, but at a much slower rate. 

This Congress recognizes that doing 
more of the same will only get us in 
the same soup, so we are talking about 
real reforms. We are talking about re
forms not only of Medicare but of wel
fare. Last year this Congress passed 
perhaps the most important welfare re
form package that this country has 
seen, and it was about sending more of 
the power, the authority, the responsi
bility and the resources back to the 
States. 

As I said earlier, for too long we 
thought that Washington had all the 
solutions, that Washington had it 
right, that Washington knew best, and 
that somehow Washington could make 
decisions to try and help people who 
were trapped in welfare, and all we 
really did was create more dependency. 
But as we evolved more of that back to 
the States, what we have seen is tre
mendous changes in what is happening 
in welfare across the country. 

Let me just give a couple of statis
tics. My colleague, the gentleman from 
Florida [Mr. WELDON], is joining me , 
but I want to give a couple of statistics 
about what has happened with welfare 
and the case load since we came to 
Congress. 

Nationwide, welfare rolls have 
dropped by 20 percent. Now, in real 
numbers that is 1,029,000 fewer families 
are on welfare today than when we 
came to Congress. And some of my col
leagues and some of our conservative 
friends out in the audience say, well, 
that is wonderful because it saves 
money. 

Well , the real goal of welfare reform 
is not saving money; it is about saving 
people, it is about saving families, and 
it is about saving children from one 
more generation of dependency on the 
welfare system. 

In Minnesota, for example, 13,000 
fewer families are on welfare today 
than when I came to Congress, and I 
am proud of that. In Wisconsin, where 
they have done an even better job, case 
loads have dropped by 97,000 people. In 
Oklahoma, case loads have dropped by 
45,000. And that story is across every 
State, where we are seeing that States 
know best how to reform the system 
and encourage more personal responsi
bility. 

I do have some other things, and I am 
joined now by the gentleman from 
Florida [Mr. WELDON], my good friend, 
the doctor, who came here with me in 
1994, in the class of 1994, the 104th Con
gTess. I yield some time to the gen
tleman. 

Mr. WELDON of Florida. I thank the 
gentleman from Minnesota [Mr. GUT
KNECHT]. 

Let me just say it is really truly a 
pleasure to be back here on the floor 
with my colleague tonight. I know 
back in the 104th Congress we did this 
many times when we were trying to 
move through so much of the impor
tant legislation that the American peo
ple had sent us here to do and one of 
the most important things my col
league has been talking about, which is 
welfare reform. It did take the Repub
lican Congress, the 104th Congress, to 
deliver on the President's commitment 
to end welfare as we know it. And the 
impact that this is going to have, the 
gentleman is absolutely right, we 
should not equate it in terms of money 
saved. 

The way we need to look at this is 
the impact that it will have on people 's 
lives. The wrongness of the welfare sys
tem was driven home to me when I was 
a medical student. As my colleagues 
know, I am a physician. 

I will never forget my first day on 
my Ob-Gyn rotation as a junior med
ical student. I was sent to the Erie 
County Medical Center to work in the 
clinic there, and my first patient the 
first day was a 15-year-old young lady 
who was pregnant out of wedlock. 
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I remember the tremendous feeling of 

grief that came over me as I was doing 
the initial evaluation on this young 
lady, and I just got to thinking about 
the impact that this is going to have 
on her life , that she may not be able to 
finish high school, that she may never 
be able to go to college, she may never 
be able to perhaps meet a fine young 
man, and she will have all the burdens 
of single parenthood. 

Finally, I just could not control my
self, and as I was asking her those 
questions that doctors will typically 
ask an expecting mother on their first 
evaluation regarding her health, I fi
nally just said, "How could this have 
happened to you? I am so upset. You 
will not be able to finish high school." 

I will never forget the words that she 
said to me. She said, and I have told 
people this and they do not believe it 
sometimes when I tell them this, but 
she said, "I deliberately got pregnant 
because I wanted to get out of my 
mother's place in the project and I 
wanted to get my own place." 

As we have talked about here on this 
floor for years now, we have second and 
third generations on welfare, and that 
is not what welfare was meant to be. It 
was supposed to be a helping hand in a 
time of need. It was never intended to 
be a way of life. And it is truly amaz
ing the impact that the welfare reform 
is having. 

I know that some States passed wel
fare reform before the Federal reform 
went through. I have seen the data out 
of New Jersey, where Christine Todd 
Whitman in New Jersey passed welfare 
reform; Camden, New Jersey, dramatic 
reduction in the number of out-of-wed
lock births without an increase in the 
number of abortions, suggesting that 
this program that paid more and more 
money for more children that were had 
out of wedlock was playing a role in 
the escalating rate of illegitimacy or 
fatherlessness. 

As I am sure the gentleman from 
Minnesota [Mr. GUTKNECHT] is very 
well familiar, the thing that correlates 
the most, the highest, with very high 
incidence in a community of juvenile 
crime, of drug abuse, of illiteracy, of 
dropping out of high school, is the 
amount of fatherlessness. 

D 2215 
There was a lady who wrote a book a 

few years ago and she made a state
ment that a woman needs a man like a 
fish needs a bicycle. She implied in 
that book that fatherhood was an un
necessary component for the continu
ation of our society, of our culture, of 
the human race. We have demonstrated 
beyond a shadow of a doubt that fa
therhood is an essential component to 
the family unit. All we have to do is 
look at those communities that have 
the highest rate of fatherlessness and 
the extremely high rates of drug abuse, 
of juvenile crime, of illiteracy in those 
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communities. It is absolutely criminal 
that this welfare program has played a 
role. 

I harken back to that day, my first 
day in the OB-GYN clinic as a junior 
medical student, and that young lady 
looking at me with a cold calculating 
look in her eyes that this pregnancy 
was a planned pregnancy for her. I said 
to myself, at that moment, I said, we 
need to change the welfare system in 
this country. I had no idea that some
day, of course, I would be here, like the 
gentleman, passing legislation. 

I believe the welfare reform that we 
passed may prove to be the most im
portant accomplishment of the Con
tract With America, of all the provi
sions in the contract, because of the re
lationship between welfare and 
fatherlessness and all those other so
cial pathologies that I talked about, ju
venile crime and illiteracy and declin
ing educational scores. 

But it is really I think wonderful to 
now be fulfilling more of that original 
Contract With America. Tomorrow we 
will be passing our tax cut. It is a 
smaller tax cut than I wanted. It was 
not the size of the tax cut that I want
ed to see. I wanted to see the inherit
ance tax go to zero. I would like to see 
the capital gains rate phased out com
pletely. This is the best we could get 
from the President. It is truly a mid
dle-class tax cut. 

Just as it was ironic that it took a 
Republican Congress to fulfill Bill Clin
ton's campaign promise of 1992 to end 
welfare as we know it, it is again tak
ing a Republican Congress to fulfill his 
campaign pledge of 1992, which was at 
that time, a middle-class tax cut. The 
reason Bill Clinton campaigned on 
those issues in 1992 is because the poll
ing data showed that people felt like 
they were overtaxed, the polling data 
also showed obviously that people felt 
the welfare system was not working, 
and I think the gentleman spoke very 
eloquently on that issue, that the · wel
fare system was a huge failure. 

So he knew that back then. Yet he 
did not deliver in 1993, he did not de
liver in 1994, and he fought us on wel
fare reform in 1995 and 1996. Now he is 
unfortunately, well, at least it looks 
like he may go along with this middle
class tax cut. I think this is really a 
wonderful opportunity for the Amer
ican public to see how the elected offi
cials are really delivering on what they 
wanted. 

I think one of the greatest crimes 
when somebody runs and says I am 
going to pass welfare reform and then 
does not do it and says I am going to 
give you a middle-class tax cut and 
then increases taxes, it is not just that 
he is not delivering on welfare reform 
and he is not delivering on the tax cut, 
he is also undermining, undercutting 
the faith of the people in the political 
leaders they elect to Washington. 

One of the things that was most 
pleasing to me, and I do not know if 

the gentleman saw this, there was a re
cent poll on the public's opinion of the 
Congress in the United States and that 
the approval rating is about 50 percent, 
which certainly is nothing to write 
home to mom about, but it was 19 per
cent in 1993. Actually in the fall of 1994 
it was 19 percent. 

I think we are getting the job done. 
There is a lot more to do. This is the 
greatest country in the world. The gen
tleman talked earlier about growing up 
in the 1950s. I grew up in the 1950s as 
well. Our parents gave us a great herit
age. They inherited that heritage from 
their parents. The goal, the plan here 
is to be able to leave our children, I 
know the gentleman has kids, I have a 
daughter, to leave our children the 
same kind of heritage that we were 
able to inherit from our parents. 

I want to thank the gentleman for 
yielding. It is really a pleasure to be 
able to be here tonight with the gen
tleman and to discuss these issues. 

Mr. GUTKNECHT. I am delighted to 
have the gentleman. As the gentleman 
was talking I was thinking about grow
ing up in the 1950s, baby boomers. I tell 
the story of.ten that when I graduated 
from college, the speaker at our com
mencement address was the director of 
the United States Census. Most people 
do not remember who spoke at their 
college commencement ceremonies, 
but I remember and I remember what 
he talked about. At the time I was 22 
years old. He said, ' 'Most of the people 
in this audience are 22 years old and 
most of you were born in 1951. There 
were more babies born in 1951 than any 
other single year. You are the peak of 
the baby boomers." 

In many respects when the gen
tleman and I came here as baby 
boomers and as members of the new 
Republican majority, I think we came 
here understanding that we had a spe
cial place in history and we had a spe
cial responsibility. As baby boomers, I 
look at this and I look at welfare re
form, I look at Medicare reform and 
saving Social Security and balancing 
the budget for our kids, I really see 
those issues in some respects as 
generational fairness and generational 
responsibility. Because both of my par
ents are living, I want to make certain 
that they are taken care of, I do not 
want to pull the rug out from under · 
them in terms of Medicare or Social 
Security. 

On the other hand, I have 3 kids and 
I look at them and I say what kind of 
a country are we going to leave them? 
Is it going to be a country that is filled 
wlth debt, dependency, despair? Is it 
going to be a country where all the de
cisions are made for people in Wash
ington? I say, we have an opportunity 
to make a real difference. I think that 
is the reason that I ran, I think that is 
the reason the gentleman ran for the 
Congress, because I think the Amer
ican people in many respects have been 
way out in front of us for a long time. 

The gentleman talked about polls. It 
is always nice to talk about polls we 
like, and sometimes we ignore the polls 
we do not. But I think we all instinc
tively know deep down in our bones 
that the American people have been 
asking for, indeed demanding, that 
Congress live within its means, that 
they begin to return more of the power, 
more of the responsibility, more of the 
resources back to the local commu
nities, because they know that Wash
ington does not do it best. 

They read stories every day, whether 
it is a $400 toilet seat or whether it is 
money wasted in Bosnia or whether it 
is money wasted on other things, and 
they look at the welfare system and 
say, ''This is just a big waste. All 
you 're really doing is encouraging peo
ple to be increasingly more irrespon
sible." 

We look at all the statistics and the 
evidence and Washington has failed. I 
am not saying that. The American peo
ple are saying that. In the end, though, 
as the gentleman was talking, espe
cially thinking about my parents and 
the gentleman's parents and that gen
eration, in the end a lot of this debate 
is really about values. I think that in 
many respects, what really makes this 
whole country work, I have had a lot of 
discussions and I have thought a lot 
about this, that a value is something 
that ·you believe in strongly enough 
that it will get you to take action. Be
cause if you say you believe in some
thing and you do not do something 
about it, you really do not believe in it. 

There are certain values that I think 
have made this country work. Literally 
from that day at Valley Forge to 
today, there are certain values that 
make this society work and that are 
the glue that holds us together. I think 
if I were to reduce it to about 5, I 
would say it is faith, family, work, 
thrift, and personal responsibility. 

The unfortunate thing about the lib
eral welfare state, in my opinion, is 
they tended to undermine some of 
those values. In other words, if you pay 
people not to work, you undermine the 
work ethic. If you tell people that you 
cannot receive benefits through a 
faith-based system, you undermine 
faith. And if you undermine the family, 
if you give people their own apartment 
and encourage them to leave home and 
have babies out of wedlock, you under
mine the real cornerstone, the real 
glue that holds this society together, 
and that is the American family. And 
so I think the American people sort of 
knew and they still know that there is 
something wrong with this system that 
eats away at the very fiber, the very 
values, the glue that holds a society to
gether, and they wanted something 
done about it. 

In that respect, I do not think they 
look at us and say, well, we want you 
to have all the answers. What they 
really say is give us more of the power 
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and the decisionmaking back. That is 
what this tax plan is about. 

I will tell a quick story. Going home 
last weekend, I am on the Committee 
on the Budget, I am proud to be a part 
of this Congress and I was proud to be 
a part of the 104th Congress as well, be
cause I think we are beginning to turn 
this giant battleship around and we are 
beginning to sail it in the right direc
tion. We have still got problems and we 
still make mistakes. 

I told some people the other day that 
we recruit from the human face and we 
are subject to human frail ties and we 
make mistakes. We have made plenty 
and we will make more. But I think on 
balance we are doing the right things 
and we are heading in the right direc
tion. We are beginning to reinforce val
ues, encourage Government account
ability and encourage personal respon
sibility. We are starting to say, maybe 
there is a place for faith-based systems, 
whether we are talking about edu
cation, about welfare delivery, about 
something else. Again, we do not have 
all the answers, but I think we are 
moving in the right direction. I am 
proud to be a part of this Congress, I 
was proud to be a part of the Com
mittee on the Budget that put this 
package together. 

If I could, I would like to share a 
story. When I was going home this 
weekend, the Committee on the Budget 
met until about 7:30 Friday night, so I 
could not catch the last plane to go 
back to Rochester, MN. I flew back on 
Saturday morning. I did something 
that I do not do very much anymore, 
and I used to like to do this. Just look 
out the window. You are flying in an 
airplane, sometimes it is just nice to 
look out the window and daydream and 
think a bit. So I did that on the flight 
home. As I was flying, I looked down at 
this great country, and I began to 
think about all the great people who 
live here. This is a great country. It is 
filled with great people, and people 
with great dreams and people who were 
willing to take risks and risk their for
tunes and perhaps build a business. 

When I got home and my wife picked 
me up at the airport, we were driving 
home, we got to our neighborhood, 
about a block and a half from our 
house and one of our neighbors down 
there was having a garage sale. There 
was a family, they were getting out of 
their car and going up to this garage 
sale. They had used clothing· and every
thing that goes on at garage sales. This 
family had four children. There were 
three older kids and there was one, one 
of those little chubbers, if the gen
tleman knows what I mean, that is sort 
of permanently attached to mom's hip. 
Mom was carrying the littlest one up 
to the garage sale. The others were 
running up. As we drove by, I thought, 
in this budget, we talk about numbers, 
$139 billion and 2.7 percent and all the 
other numbers, but in the end this 

budget and this tax bill is about real 
people. It is about real families. I 
thought about that family. To them, 
this tax bill means a lot. First of all to 
their kids it means a brighter future. It 
means that those kids have a better 
chance at the American dream. It 
means that we are not going to saddle 
them with debt that they will never be 
able to pay. But to that famiiy itself, 
four kids, that is $2,000. I know, some 
of the people who are here in Wash
ington, $2,000 does not seem like a lot 
of money, but to that family driving 
that car, going to that garage sale, 
$2,000 is a lot of money. That is money 
they can spend on their fam"ny, that 
they can save for their future. Then we 
think about the tax advantages as it 
relates to their education, for those 
kids' higher education. This is a very 
important tax bill for them. When we 
get involved in these debates here in 
Washington and we are talking per
centages and billions of dollars, we 
sometimes forget all those people who 
live in this great country, all those 
people who take risks, all those people 
who invest, all those people who have 
families. Forty-one million children 
will benefit from this tax plan. I am 
proud of that. I think it is going to 
make a difference. I think it is going to 
mean a brighter future for those kids 
and for our country in general. 

Mr. WELDON of Florida. I am really 
moved by the gentleman's comments, 
particularly as it relates to family. I 
was reminded as the gentleman was 
speaking of a family that goes to the 
church that I attend. They have five 
children. Ann and Bill Tanner, a lovely 
couple, with five kids, little stairsteps, 
from age 9 down to, I think their new
est one is about a year old. Bill was 
working as an electrician. Now I think 
he is a caseworker for one of the coun
ty commissioners in Brevard County 
where I live. This translates to $2,500 a 
year for Bill. 

D 2230 
And that means more money for 

clothes for the kids, money for vaca
tion, something maybe that they have 
not been able to take for a long time. 

So this is really about families, kids 
and peoples' lives, and, as you men
tioned earlier in your special order 
here tonight, how back when our par
ents were raising us, that they sent 
just a small fraction of their income to 
Washington, and the biggest amount of 
the money went to pay the mortgage 
payment, and how now families are 
sending more to Washington than they 
spend on the mortgage payment and 
the food bill and the clothing bill. 

It is amazing. Food, shelter and 
clothing do not consume as much as 
the bill from Uncle Sam. That is just 
wrong, and when you cannot put more 
money into the family pocketbook, it 
can make a real difference and a real 
difference in their lives. 

And really what makes this country 
great, as you were looking down across 
the fruited plain at all the wonderful 
towns and cities that make this coun
try the great country that it is, what 
makes those towns and cities work are 
the strong families in those commu
nities, and it is really strong families 
that make strong communities that 
make strong nations. 

Mr. Speaker, we for 40 years have 
been undermining the integrity of the 
family, and I was reminded as you were 
speaking about the failure of the wel
fare system of a book that I recently 
read by Marvin Olasky called The 
Tragedy of American Compassion, and 
it is really a fascinating book. If you 
have not read it, I would highly en
courage it to all the Members of the 
House of Representatives, because Mr. 
Olasky is a very, very learned scholar, 
and he researched how we in America 
took care of the poor and needy in that 
time period in the late 1800s when Alex
is de Tocqueville came to America and 
wrote his famous book. 

One of the things he said in that 
book, Democracy in America, how he 
was amazed that there were no beggars 
and no homeless people on the streets 
of America, but if you went to London 
and Paris, that there were all these 
needy people there, and the thing that 
he discovered was that it was the faith
based organizations that were trying to 
intervene in the lives of people and to 
bring about a real hard change to en
able them to be able to deal with their 
situation. 

One of the great tragedies of our wel
fare system is there is no account
ability, and you refer to that in your 
five principles that you mentioned. 
You mentioned faith. You mentioned 
family. You mentioned work, thrift, 
and you also mentioned personal re
sponsibility, and that relates very 
much to accountability. 

Personal responsibility involves if 
someone is in need, that you help them 
out if they are in need. But if they are 
in need because they are spending all 
their money on drugs or alcohol or 
they are not willing to work when they 
are able to work or they are engaging 
in other high risk behaviors, then I be
lieve you have a responsibility not to 
help that person out because you keep 
them from dealing with the problems 
in their lives. 

The great tragedy of this system is 
there is no accountability. You can be 
engaging in all kinds of behaviors that 
are very, very counterproductive that 
are an impediment to you being able to 
turn your life around. But the way the 
law is written, you cannot have any ac
countability, and simply by requiring 
people to work, it brings a very, very 
high level of accountability into this 
system. You cannot continue to get the 
benefits. 

Faith is critically important. I have 
learned from experience that the peo
ple who really turn their lives around 
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are the people who make a personal 
faith commitment and have a personal 
heart conversion where they can actu
ally come to grips with the problems in 
their life and help them to be produc
tive and become productive. It really 
boils down to what is the right thing to 
do and what is the best way to help the 
people out. 

Marvin Olasky's book was fas
cinating because one of the things he 
did in the book, of course, was he 
dressed up as a homeless person and he 
went into many of these homeless shel
ters and these soup kitchens. 

Mr. GUTKNECHT. Here in Wash
ington, DC. 

Mr. WELDON of Florida. He did some 
of it right here in Washington DC; that 
is right. 

And one of the things he was amazed 
at, and I heard him, he not only talks 
about this in the book, I heard him 
speak. Nobody would ask him why he 
was homeless. Nobody would ask him 
what his name was even or if he had a 
family. They would give him a meal, 
they would give him clothes, they 
would help him to get to the shelter, 
but they would never personally get in
volved in his life. And he compared 
that to what went on at the turn of the 
century when we were more effectively 
dealing with many of these problems 
and how they did that, they actually 
spoke into the peoples' lives, they got 
to know them. 

I think what it really boils down to is 
whether charity is being performed by 
the church or by the faith-based orga
nizations or by the bureaucracy in 
Washington, the government, the face
less, heartless, bloodless bureaucracy 
that just dishes out checks or units in 
the complex, and it is that human 
intervention that really changes peo
ple. 

It is funny we should be talking 
about family tonight because one of 
the things that led me to getting into 
politics was I formed an organization 
in the community that I lived in called 
the Family Forum back in 1990. Ulti
mately that got me more involved in 
the political process and brought me to 
the point where I ran for Congress in 
1994, as you did. But it was the family , 
the breakdown of the family, that 
caused me to form that group, the 
Family Forum, to try to make a dif
ference in our community to try to 
deal with the terrible breakdown of the 
American family that we were experi
encing. 

Mr. GUTKNECHT. And if I could, the 
real tragedy, it seems to me, is that in 
many respects well intentioned govern
ment programs have made the break
down of the family even worse, and 
again I think the American people are 
way out in front of us on this. I think 
they know that. I do not think they 
have to read that. 

I also want to indicate before we 
leave the story of Marvin Olasky, I 

have read his work, too. I have had a 
chance to meet with him several times, 
a remarkable human being, and his 
story is a terribly powerful story. And 
I would say this for the benefit of Mem
bers or those who may be watching: I 
am just about out, but I have a very 
abbreviated version of that. And I 
would make it available to Members 
who would like the story of Marvin 
Olasky and the Tragedy of American 
Compassion and the history of how we 
really dealt with poverty in America 
and what de Tocqueville meant when 
he said that America's greatness was in 
her goodness and that, if we ever fail to 
be good, we will fail to be great; and 
goodness was not about more and big
ger government programs. Goodness 
was about what you did in your com
munity and your neighborhood, what 
you did in terms of volunteering and 
sharing with those who were really 
down and out. 

The interesting thing too about the 
whole welfare debate and discussion is 
that there are some very good exam
ples of programs that do work, but 
those are not the models unfortunately 
which Washington decides to model in 
most cases. 

The Mormon church has a very good 
welfare system for members of their 
church. The Salvation Army is far 
more efficient than any State in the 
Federal welfare system in terms of 
helping· people. And the real goal is not 
just to feed people, not just to feed peo
ple in terms of their bodily needs, but 
to feed their soul as well; and if that is 
not a component, the results and the 
evidence is overwhelming that it is not 
particularly successful. 

I yield back to you. 
Mr. WELDON of Florida. Yes, I just 

want to briefly add to something you 
were talking about, however well-in
tentioned, the programs can undermine 
family integrity. And I just want to 
say this in defense of our colleagues on 
the other side of the aisle who in many 
ways have been defending the status 
quo in some instances particularly as 
it relates to welfare reform, and the in
tentions were good. I do not believe 
when Lyndon Johnson and the Demo
cratic leadership of the House and the 
Senate passed some of these Great So
ciety reforms they had any intention 
to see the kinds of consequences that 
resulted. 

They were really trying to help peo
ple, and the unfortunate reality is that 
the amount of poverty increased or 
stayed the same and a lot of the other 
social patholog·ies got much, much 
worse. I know that the figures in New 
York where I grew up are astronomical 
in terms of the impact the Great Soci
ety programs had on family break
down. I think, if you go into some of 
those inner-city communities, the ille
gitimacy rate or fatherlessness rate is 
70 percent, whereas it was 25 percent. 
And the academic scores in those com-

munities have gone downhill, whereas 
you could go into Harlem in the 1940's 
and the academic scores in Harlem 
were no different from what they were 
in the poorer white communities in the 
Lower East Side. They were about the 
same. 

And the thing, it is not a racial thing 
at all. It has to do in my opinion with 
the breakdown in the family and the 
tremendous impact that fatherlessness 
has on those families. 

Mr. Speaker, let me just say that I 
know there are a lot of hard-working 
single moms trying to raise kids at 
home and that many great Americans 
have come out of those single mom 
homes, and some of those women just 
do an absolutely fabulous job. But just 
the reality is when you look at the 
communities and you look at the im
pact that the welfare state has had in 
terms of promoting illegitimacy and 
the impact that that has had, in turn, 
on breaking ·down the family, and the 
road was paved with good intentions. 
And you are absolutely right, Gil, the 
American people knew for a long time 
before all the studies, before all the 
statistics came in. They knew that it 
was not working, and they were asking 
for change, and they were asking for 
change for years and years just as they 
have been asking for tax relief. 

They have known for a long time 
that they are sending too much of their 
money to Washington, they are not 
getting their money's worth, the prod
uct is too expensive, and they need a 
refund. They need a little bit more in 
the family account and a little less 
money going up here. 

And it is really, I think, long overdue 
to provide family tax relief. I think the 
family child credit is going to go a long 
way to helping a lot of working fami
lies to be able to take home more. I 
think the inheritance tax, though it is 
very small and it is phased in over 
many years, is a good start. 

I think that tax is immoral , to take 
somebody who has worked their whole 
lifetime, pumped typically millions of 
dollars into the economy in terms of 
creating jobs, in terms of paying taxes, 
and then once they are dead to put 
along a death tax and then come along 
and basically appropriate a third of 
what they had earned their whole life
time. In my opinion it is just morally 
wrong. 

We are making some headway in 
that. And there is probably nothing 
that we could do more to stimulate our 
economy, to help create high-quality 
jobs, to help ensure that America re
mains the world's leader economically 
than to put through this capital gains 
reduction. I think the capital gains 
rate should be zero. If you want to have 
a thriving growing economy that is 
creating high quality jobs, you make 
the capital gains rate zero. 

Now, we were not able to get that, 
but a capital gains rate, I believe, of 20 
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percent is a good start. I think it is 
going to go a long way to help a lot of 
middle class families better make ends 
meet. 

Mr. GUTKNECHT. Mr. Speaker, I was 
just going to say that I was smiling be
cause when my colleague was talking, 
it reminded me of talking about taxes 
and spending and balancing the budget 
and what we need to do in terms of tax 
relief. 

There is a farmer I was talking about 
balancing the budget with, an old farm
er in my district one day. And he said: 
You know, he said, the problem is not 
that we do not send enough money into 
Washington. He said the problem is 
Congress spends it faster than we can 
send it in. And if we stop and think 
about it , he encapsulated the big part 
of the problem we have had for the last 
40 years. In fact, some would say, well , 
you know, we just need to raise taxes. 
Well, if tax increases had been the solu
tion to our deficit problems, I submit 
that we would have had a huge surplus 
already. 

I know when we first started this de
bate when we offered the Contract 
With America, there were people who 
said, well , you cannot balance the 
budget and provide tax relief; I mean 
that cannot be done. And you certainly 
cannot do it while you are saving the 
Medicare system. And what we are 
proving, I think, today and tomorrow 
is, yes, you can. If you hold govern
ment more accountable, if you limit 
the growth in entitlement programs, if 
you actually make some targeted cuts 
in domestic discretionary spending, if 
you hold government more accountable 
and you return more responsibility 
back to families and people and com
munities and States, you can balance 
the budget, you can save Medicare and 
you can reduce the tax burden on 
American families. 

And that is the good news, and as I 
say, and as you indicated, this plan is 
not perfect. · 

D 2245 
We hope as we go forward that there 

will be more room for tax relief. We 
would hope that ultimately we would 
adopt language similar to that the gen
tleman from Wisconsin [Mr. NEUMANN] 
is talking about, in terms of as we go 
forward, if we are correct that if we re
duce taxes, if we allow people to keep 
and spend and invest more of their own 
money that the economy will be 
stronger, which will mean more jobs, 
which will mean more tax revenue. 

Actually, I have some numbers, I had 
the budget office run these numbers for 
me. Right now the economy is growing 
at about 3.8 percent. We do not assume 
that that is going to happen. Some peo
ple said early on, we balanced the 
budget by rosy economic scenarios. Ac
tually, we assume under this budget 
plan that economic growth is going to 
drop off the table, that it is going to 

drop from 3.8 percent this year down to 
2.1 percent next year. 

I do not think most economists, I do 
not think most Members of this body 
believe that is going to happen. I think 
what is going to happen is the economy 
might slow slightly to something like 
1.3 percent. 

If that happens, though, if the econ
omy just goes to what would be more 
of a historic average in terms of eco
nomic growth for the next 5 years , and 
I think with the tax relief, with the 
balanced budget plan, I think with 
lower interest rates, I think it is very 
believable that we will have at least 3.1 
percent. growth rate. If that happens, in 
the year 2001, we will have a $28 billion 
surplus, and in the year 2002, we will 
have a $120 billion surplus. 

Now, what should we do with that 
surplus? Well, our colleague from Wis
consin says, and I think it is a good 
idea, we ought to take two-thirds of 
that and apply it to some of the trust 
funds, the Social Security trust fund , 
the highway trust fund , some of the 
other trust funds which Congress has 
been borrowing from over the years 
and we ought to take some of that and 
provide additional tax relief. 

The gentleman has talked about low
ering the capital gains tax even more, 
doing more work in terms of the death 
tax, doing more work for families , but 
that frees up even more opportunities 
so that hopefully we can grow the 
economy even faster so that more of 
the people who are currently trapped in 
the welfare state can find jobs, can get 
off the welfare rolls and get to payrolls 
and that really ought to be our goal. 

In fact , talking about welfare and 
how this all ties together, I thought it 
took a lot of courage recently for the 
New Republic , which is by its own ad
mission a liberal magazine, came out 
recently and said, we were wrong. 
When they said that our welfare reform 
plan would not work, they said they 
were wrong. Now they have come to 
the conclusion that 6 out of 10 people 
that were on welfare a few years ago 
really should be off welfare. 

As we go forward , as the economy 
grows and as we get more educational 
opportunities to some of those people , I 
think we are going to open up the 
American dream to a much larger 
group of people , to people who for a 
generation have thought that the 
American dream was not for therri. So 
if we really love those people, we have 
to help them find their way off the wel
fare rolls and on to payrolls. 

Because I have said this, and I really 
believe it, that a job is more than the 
way one earns one 's living, a job helps 
to define your very life. I think people 
who are jobless tend to think of them
selves as being valueless. So we need to 
help those people, we need to give them 
the encouragement, and sometimes we 
have to give them a little nudge to get 
them out on their own and instead of 

being dependent, becoming inde
pendent. 

So this is about reinforcing those 
values of faith, family, work, thrift. 
and personal responsibility. We do not 
have all the answers, but as I say, and 
I think the American people under
stand, as was reflected in the poll the 
gentleman mentioned earlier, I think 
the American people understand that 
we are now moving in the right direc
tion, that Congress said it is doing 
what it said it was going to do , and 
most importantly, it is doing what 
they have wanted Congress to do for 
many, many years. 

Mr. WELDON of Florida. Mr. Speak
er, I thank the gentleman from Min
nesota for yielding. 

Let me just say that I too am a spon
sor of the legislation of the gentleman 
from Wisconsin [Mr. NEUMANN] to deal 
with the issue of paying off the debt. 
His plan I think is a very good plan. 
Once we start showing some surplus 
after the budget is balanced, what are 
we going to do with that money? It is 
a real legitimate question. What do we 
do with that money? 

There will be people in this body, 
there will be people in this city, who 
will want to spend it all. And to take 
some of that money and use it to pay 
off the debt early, a $5 trillion debt, use 
some of it to provide some more tax re
lief, and yes, use some of it for targeted 
important spending like on infrastruc
ture. 

We have not been spending the kind 
of money we need to for roads and 
highways. We have to keep in mind 
that when we pay off that debt sooner, 
the interest payments get smaller, and 
suddenly, it is a double benefit because 
we are spending about $360 billion pay
ing interest on the debt. If we did not 
have to make interest payments today, 
there would be no deficit. We would 
have a $100 billion, $150 billion, $250 bil
lion surplus that we would be arguing 
about if the people who preceded us had 
made the tough decisions and had not 
run up this kind of a debt. 

What a wonderful situation to be in, 
where we have those kinds of surpluses 
and we could really talk about putting 
more money into needy areas in our 
Nation's infrastructure and needy 
areas such as more health care , for ex
ample, or better health care for Ameri
cans , and then to be able to take some 
of that money and return it back in the 
form of tax relief. 

I know for me and my district, people 
would like to see more money on the 
space program. I am proud to be able to 
represent Kennedy Space Center, the 
home of our space shuttle program. 
People in my community always talk 
about when are we going· to go back to 
the Moon? When are we going to go to 
Mars? 

In those early years in the space pro
gram, in the 1960's, when we were mak
ing that investment, that critical in
vestment in the Apollo program, in the 
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Mercury, in the Gemini program, enti
tlement spending was about 7 percent 
of spending. The debt service was 4 or 
5 percent. 

Mr. GUTKNECHT. Now it is 16 per
cent. 

Mr. WELDON of Florida. Now it is 16 
percent. So it is incredibly important 
that we balance the budget, that we 
pay off the debt, that we provide badly 
needed family tax relief, that we fix 
the welfare system as we have. 

This is about the future. I am told by 
teachers, there is nothing that moti
vates kids more to study math and 
science than to talk about the space 
program. It just makes their eyes get 
big, and if we can relate what they are 
learning in the classroom to applica
tions in our space program, it just gets 
them so excited. 

I do not think there is anything that 
the American people are more proud of 
than the tremendous accomplishments 
of our astronauts and the people who 
work in our space programs. But yet 
we as a nation would never be able to 
do that if we were not able to have the 
financial resources to do it. The finan
cial resources only come from man
aging our resources properly. 

This is just simple stewardship. It is 
the same stewardship that families use 
back home. 

The gentleman was talking about the 
farmer. I can tell the gentleman that I 
have met countless families in my dis
trict, some of them ranchers, some of 
them working in the citrus industry, 
some of them working in the space pro
gram who have said to me, why can 
Congress not just do things the way we 
do things around the kitchen table? We 
realize we cannot do everything every 
month, so we set some priorities. And 
that is what this budget proposal, a lot 
of it is about, and what the Repub
licans in the 104th Congress and the 
105th Congress have been about. 

Let me just say it has been a real 
pleasure to join with the gentleman in 
this colloquy tonight. I would say to 
the gentleman that he has been a stal
wart activist in getting the job done 
and delivering on the promises we 
made to the American people in terms 
of balancing the budget, preserving 
Medicare , providing badly needed fam
ily tax relief, and finally, fixing wel
fare. 

It has been a pleasure for me to be 
able to work with the gentleman and 
the leadership that the gentleman has 
provided in all of these areas and to 
join with the gentleman tonight in 
talking about this. Because this is 
about the future. 

Mr. GUTKNECHT. Mr. Speaker, I 
thank the gentleman. 

In closing I would just like to thank 
the gentleman from Florida [Mr. 
WELDON] for joining me tonight, but I 
also want to say that this is an impor
tant first step. This is not the end of 
the road, this is an important step. But 

it is about restoring accountability to 
Government, it is about encouraging 
more personal responsibility, and it is 
about sending more of the authority 
back to communities, neighborhoods, 
and to families. 

For 40 years, Washington had it 
wrong. For 40 years they thought 
Washington knew best and for 40 years, 
both the bureaucracy and the debt 
ballooned. 

Well, now that is changing. Families 
are winning, and with their help, we 
will keep winning this fight. 

NEW EPA STANDARDS WILL HALT 
PROGRESS IN AIR POLLUTION 
REDUCTION 
The SPEAKER pro tempore (Mr. 

PAPPAS). Under the Speaker's an
nounced policy of January 7, . 1997, the 
gentleman from Pennsylvania [Mr. 
KLINK] is recognized for 60 minutes. 

Mr. KLINK. Mr. Speaker, we come to 
the floor tonight with a heavy heart 
because we were hoping that as Demo
crats and as Republicans, we would be 
able to talk to the administration and 
have them reach a commonsense con
clusion as it pertained to the progress 
that we have made in this country in 
abating air pollution; in the way we 
have accommodated the growth of in
dustry in this Nation. While making 
the air cleaner, we have been making 
progress. 

The Clean Air Act itself is a tremen
dous success. We continue to clean the 
air, and no one predicts during the 
coming years that under the current 
standards for particulate matter and 
for ozone that we would continue to 
clean the air. But today, the President 
of the United States has recommended 
a tightening of those standards. 

In essence, it is changing the finish 
line as we are about to complete the 
race. It is saying to the Governors 
across this Nation and saying to may
ors of cities and villages across this 
Nation and other political local leaders 
that we in the Federal Government 
think that we want to change the 
rules. It is a bad decision, it is a bad 
decision for the health of this Nation, 
because what will happen is State im
plementation plans aimed at cleaning 
the air are going to come to a grinding 
halt. They will have to be changed. 

Things that are being done by indus
try, · things that are being done across 
this country that are working, that are 
cleaning the air, will have to be 
changed. We know that an additional 
400 counties across this Nation will be 
thrown into noncompliance, and when 
that happens, there will not be an in
dustrial development in those areas. 

Now, the White House has said that 
well, you will have to work with us. 
With a wink and a nod, they are saying 
we are not really going to enforce these 
new standards right away. 

Well , to the administration I would 
say you cannot have it both ways. You 

cannot say that we have to live by the 
letter of the law and we have to tight
en these standards, we have to move 
forward, and that is the excuse they 
are giving us, and then say, but we are 
really not going to enforce these regu
lations. 

In an area like my region in south
western Pennsylvania where we have 
lost a tremendous number of jobs over 
several decades, we are beginning to 
come back. But that progress that we 
have made and the progress that we 
think we are going to make over the 
coming decade will be stymied if the 
decision that the President has made 
today is carried forward and the EPA 
changes these regulations. 

We have had hearings in this Con
gress; we have had hearings in the 
House of Representatives; we have had 
hearings in the Senate, various com
mittees, and the science is not there. 
They want to go to a new standard, Mr. 
Speaker, which is called PM2.5. 

Now, that is a scientific term, and I 
apologize this late at night for using 
such a term, but what it amounts to is 
going from one size of particulate mat
ter, whether that is soot coming out of 
a smokestack or whether it is dust 
blowing off of a field somewhere in ag
ricultural country, or whether it is 
coming off of an automobile. This is 
particulate matter, something that is 
thrown off by industry, or it is thrown 
off by nature. They are going to change 
the size of the particle that they meas
ure. They are going to go from what 
they call 10 microns to 2.5 microns, 
about one-fourth the size. 

The only problem is, in this Nation 
we only have about 50 monitors that 
measure this, not enough to have accu
rate data. Until we build those mon
itors, until we analyze the data from 
those monitors, another 5 years will 
pass, and at the end of that time, by 
law, by the Clean Air Act itself, we 
would have to change these standards 
again. 

There is a simpler way to do this: 
Allow the progress that the States 
have made to move forward, Mr. Presi
dent. To you and to Carol Browner I 
would say, allow us to continue to 
clean the air. Mr. President, your ac
tions now in fact take State and local 
officials who have been making 
progress off the hook, areas like Wash
ington, DC, that have to be in compli
ance for ozone by the year 1999, so that 
we save those children that are on the 
playground that may be asthmatic. 

D 2300 
By 1999 we will hit the new standard. 

Not anymore. If the President gets his 
way with the new standards, if Carol 
Browner at EPA carries out these new 
standards, if we in Congress do not stop 
them, then we will give that 9- or 10-
year-old on the playground in Wash
ington, DC, not until 1999 to have 
cleaner air but until the year 2009, so 
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that child will be away in college 
somewhere. We are postponing the 
tough decisions. We are allowing the 
air to remain dirtier in the shorter 
term, and we do not know if the 
science we are pushing forward is accu
rate science. 

I have spoken about this several 
times over the last 2 weeks because 
this is important. It reflects whether 
or not we are going to continue an in
dustrial expansion in the Northeast 
and in the Midwest, and whether or not 
we are going to be able to carry out our 
defense flights in certain areas where 
in fact the airplanes, whether the com
mercial and military airplanes, are 
able to fly or not at certain times of 
day, depending on what the pollution 
readings are for particulate matter or 
for ozone. 

It does not deal with the idea of 
transport, that pollution travels from 
one State to the other carried by the 
wind. Indeed, our State of Pennsyl
vania is impacted tremendously by the 
pollution that is carried in from the 
States to our immediate west. And we, 
Mr. Speaker, in addition to that, have 
that air passing through Pennsylvania, 
it comes to the State of New Jersey, it 
comes to the State of Delaware, and 
others. 

Nothing that the President has pro
posed today, nothing that Carol Brown
er has proposed prior to this, really 
deals with the transport issue. This is 
not something that is based on good 
common sense, it is not based on good 
science, because we do not have the 
monitors to know the truth. 

I will take time now to yield to my 
colleague, the gentleman from south
western Pennsylvania Mr. MIKE DOYLE, 
my colleague who has labored on this 
issue long and hard, who brings a tre
mendous amount of knowledge in his 
role on the Committee on Science, who 
has analyzed this issue, who sticks up 
for working men and women, sticks up 
for businesses, so they are able to ex
pand and create jobs. 

Mr. DOYLE. Mr. Speaker, I thank my 
good friend and colleague, the gen
tleman from Pennsylvania, RON KLINK, 
for yielding to me. 

Mr. Speaker, I share with the gen
tleman great disappointment today 
about learning of the President's deci
sion to endorse the new national ambi
ent air quality standards. Unfortu
nately, this is a victory for politics 
over science, 

Earlier today the Committee on 
Science's Subcommittee on Energy and 
Environment, of which I am a member, 
released a detailed report of our find
ings based upon three hearings we have 
held on the NAQS. Under the leader
ship of the chairman, the gentleman 
from California, Mr. KEN CAL VERT' and 
the ranking member, the gentleman 
from Indiana, Mr. TIM ROEMER, we con
ducted an exhaustive examination of 
the scientific bases for the new stand-

ards. I believe that the recommenda
tion of the subcommittee's reports are 
a more responsible and balanced ap
proach than that of the administra
tion. 

The plan outlined by EPA and now 
backed by the President commits us to 
standards that will be of great eco
nomic cost before we know enough to 
be sure that they will yield any public 
heal th benefit. The existing body of 
scientific knowledge is clearly lacking, 
especially for particulate matter. Even 
the EPA agrees with that assessment. 

In its 1997 update to its Office of Re
search and Development's strategic 
plan, EPA identified PM as one of its 
six high priority research topics be
cause of, and I quote, " A high degree of 
uncertainty about the size and the 
composition of the particles that may 
be responsible for adverse health ef
fects. " 

Mr. Speaker, I think we all agree 
that there is a great need for more re
search. In fact, in all the testimony I 
heard from all the experts in front of 
the Committee on Science, the only 
thing they all agreed upon was that we 
need more research. The Committee on 
Science has already addressed this 
issue by authorizing $50 million more 
for PM research. This would lead Mem
bers to wonder, why should we move 
forward with a regulatory approach be
fore we know if there is a problem that 
needs to be regulated? 

In the Committee on Science's first 
hearing on the standards, Dr. Joseph 
Motterley, the new head of th~ Clean 
Air Science Advisory Committee, 
spoke for many when he stated that 
going ahead with the new standards 
was necessary in order to ensure that 
monitoring and additional research is 
funded. 

Is this any way to operate? A new 
standard should be science-based, not a 
tool to promote the installation of PM 
monitors or to fund more research. 
This is putting the cart before the 
horse. First you do adequate moni
toring and research, then you draw 
conclusions, not the other way around. 

Mr. Speaker, as we continue with 
this special order, I will get into great
er detail about what the Committee on 
Science found. 

Mr. KLINK. Mr. Speaker, I thank my 
colleague and my neighbor in Pennsyl
vania, Mr. MIKE DOYLE, for coming for
ward with me tonight. I know that it 
takes a tremendous amount of dedica
tion to stay this late in the day, when 
we really finished nearly 5 hours ago 
with our votes. I really appreciate the 
fact that the gentleman has dedicated 
so much effort to this issue. 

I want to say to my colleagues, Mr. 
Speaker, that we are not standing idly 
by. We are not waiting and just react
ing and hanging our heads, although 
the President now has agreed with 
Carol Browner, as though we are de
feated. We are not defeated. We are 

going to move forward in a bipartisan 
fashion. We will develop a game plan. 

We have a bill , H.R. 1984, which says 
and would prohibit EPA from changing 
these standards for 5 years. The Repub
licans and the Democrats are standing 
together on this issue, saying what we 
will do is exactly what Mr. DOYLE sug
gested. We are willing to spend $75 mil
lion a year to build the monitors, to do 
the monitoring, collect the data, make 
sure the science is good, make sure 
that what we are doing is not a rush to 
judgment, make sure that there is a 
health benefit. 

So in this era when Congress has 
been beat upon for being so partisan, 
on this issue it is common sense, so we 
can actually see good science used in 
an effective way to make sure that we 
are moving forward, keeping the air 
clean at the same time that we are pro
moting the growth of our industries 
and jobs for people in America. 

We have said, as Republicans and 
Democrats, let us make sure we are 
doing this right. Even Carol Browner, 
the administrator of EPA, and others 
in the administration agree with us 
when we say that, regardless of what 
you do, the air will be cleaner 5 years 
from now than it is today. So if we are 
making progress, why stop that 
progress? 

What the President has done today, 
Mr. Speaker, first of all is stick a fin
ger in the eye of all of us on the Demo
cratic side, in particular, who have 
written to him, who have called the ad
ministration over the many past 
months and said, Mr. President, sit 
down with us. You want to have a dia
logue on race relations, you want to 
have a dialogue about this problem, 
you want to have a dialogue about that 
problem. We want to have a dialogue 
with you about clean air. It is impor
tant. 

We do not want asthmatic kids to get 
sick and die. We do not want the elder
ly to be forced inside their houses dif
ferent days of the year because of the 
weather and the air conditions. We 
come from Pittsburgh, Pennsylvania, 
where we know a little bit about dirty 
air. 

We know what happened in Donora, 
Pennsylvania, decades ago when people 
were dropping dead in the street. In my 
previous life as a news reporter I inter
viewed the doctor who was down there 
running around as people were actually 
falling dead in the streets of Donora, 
Pennsy 1 vania. 

We have cleaned the air. We have 
moved forward. The Clean Air Act is 
working. As we said to the President, 
you called upon us when you wanted to 
pass your budget. You called upon us 
when you wanted to talk about other 
things that were important to your ad
ministration. This is life and death to 
the economy of our region. Before you 
make a decision, have your people or 
you sit down with us and let us have a 
dialogue. 
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Not only did we not have that dia

logue before the President made his an
nouncement today, he did not even ac
knowledge our letter. What does that 
say to the 600,000 people that live in 
each one of the 40 districts of the Mem
bers of Congress from his own party 
who said to the President, sit down 
with us. Parley with us, talk to us 
about the impact that this decision on 
changing the ambient air quality 
standards would have on our region, on 
our businesses, on the children and the 
elderly in our districts, on the health 
care facilities in our districts, which, 
unfortunately, more and more are be
coming the largest industries, because 
we do not make anything anymore. 
Now you are going to chase away the 
economic expansion that is out there. 

Mr. Speaker, the Conference of May
ors said in an overwhelming fashion 
yesterday to the President, Mr. Presi
dent, you are going the wrong way. If 
you pursue this line of changing the air 
quality standards now, it is the wrong 
thing to do. Do not do it. The President 
has ignored them. 

Governors across this Nation, and the 
President likes to remind us that he 
was a Governor, Governors across this 
Nation have said to the President, it is 
the wrong thing to do. He has ignored 
them. State 1 egisla tors across this re
gion, other elected officials, union offi
cials, have said, Mr. President, it is the 
wrong thing to do. He has ignored 
them, deciding only to listen to one 
person and that is Carol Browner, the 
administrator at EPA. 

Mr. Speaker, it is a mistake. It is an 
absolute mistake. The President has 
received bad advice. He has not sat 
down to talk to those of us, to even say 
later on to the gentlemen from Penn
sylvania, Mr. KLINK and Mr. DOYLE, to 
the gentleman from Michigan [Mr. DIN
GELL], I think you are wrong. 

At least have the discussion. Do us 
the honor for the people that we rep
resent, people who you asked to vote 
for you, Mr. President, to sit down and 
have this conversation with us, have a 
dialog·ue with us. But you cannot do 
that. In fact, we found out from the 
news media today that you made your 
announcement. Is this the way we work 
together? Is this the politics of inclu
sion? What will be the impact on the 
businesses that are growing in our re
gion? 

Mr. DOYLE commented a few mo
ments ago about Jim Motterley, the 
current head of CASAC, who also said, 
I will paraphrase, I do not have his 
exact words in front of me, that per
haps the money we would be spending 
to set new standards would be better 
spent to bring areas that are currently 
not in attainment into attainment. 

We have counties across this Nation, 
regions across this Nation, that are out 
of the current attainment standards, 
but they are making progress. They are 
implementing standards to get there. 

This takes them off the hook. They no 
longer have to do that, because we 
have now said that the standard you 
have been striving to reach that you 
are still not in attainment with is not 
there anymore. We have created a new 
standard, so the air can be dirtier for a 
longer period of time. 

Mr. Speaker, my colleagues under
stand that. We need Members of Con
gress to rally around, Democrats and 
Republicans in the House, in the Sen
ate, to come onto our bill, H.R. 1984, so 
we can say to EPA that it is the will of 
Congress that we not change these 
standards while they are working, 
while we are cleaning up the air, while 
we are creating a healthier atmosphere 
in this Nation. Instead, let us do the 
right thing. Let us build those mon
itors for PM2.5. Let us deploy them. 
Let us collect the data, and 5 years 
down the road let us make a decision 
based on sound science. 

Mr. Speaker, I yield to the gentleman 
from Pennsylvania [Mr. DOYLE]. 

Mr. DOYLE. Mr. Speaker, I want the 
gentleman to know all of us in the 
western Pennsylvania delegation have 
appreciated the gentleman's leadership 
on this issue. I was just thinking back 
when the gentleman was talking. I 
grew up in Swissvale, Pennsylvania. I 
have spent all 44 years of my life in the 
community of Swissvale. My father 
was a steel worker and worked on an 
Edgar Thompson steel mill in Brad
dock. He spent all of his life in that 
same town, as did my mother. 

When our grandparents came over 
from Ireland and Italy, that is the 
town we settled in. That is not unlike 
many families in western Pennsyl
vania, who have spent a lifetime in this 
community. We remember what the air 
was like. We remember the days when 
there were orange specks on the car 
when we would come out in the morn
ing, because the mills had let out, be
fore there were stricter air controls. 
No body wants to return to those days. 
I know the gentleman has two chil
dren, I have been blessed with four. We 
care about our children. We want them 
to breathe clean air. 

I get a little bit disturbed when the 
people who have been trying to frame 
this debate and those of us who have 
been questioning the science of these 
new clean air standards somehow do 
not want clean air for the community. 
The fact of the matter is the air in 
Pittsburgh is as clean as it has ever 
been. 

In fact, in the past 5 years a study 
has shown that the air in Pittsburgh, 
just in the past 5 years, is 64 percent 
cleaner since when the old standards 
were implemented in 1990. We have al
ready made tremendous progress. I 
think it is interesting to note, and a 
lot of people may not have realized, the 
American Lung Association of Western 
Pennsylvania has taken a position con
trary to the national American Lung 
Association. 

Mr. KLINK. Mr. Speaker, it is my un
derstanding, and correct me if I am 
wrong, Mr. DOYLE, but it is my under
standing that in 1996 and thus far in 
1997 our Pittsburgh region has not been 
out of attainment. 

Mr. DOYLE. Not a single exceedance 
in those 2 years, and only an average of 
four exceedances a year during the 
years 1991 to 1995, representing a 64 per
cent improvement in our air quality. 

I think it is interesting. This is a let
ter from the American Lung Associa
tion of Western Pennsylvania. In the 
letter they start by saying, "We would 
like to thank you for the support of the 
work of our organization, and we want 
to share with you our grave concerns 
over the position on particulate matter 
taken by the American Lung Associa
tion. 

"In its broad brush extremist over
view of what it deems to be a wide
spread problem, the national American 
Lung Association is ignoring our stun
ning progress in cleaning up our local 
environment, and the overwhelmingly 
good to moderate air quality we enjoy, 
as well as the potentially devastating 
effect that this legislation could have 
on our region's economy." 

This is from the American Lung As
sociation of Western Pennsylvania. 

D 2315 
Mr. KLINK. Reclaiming my time, 

they realize the progress that has been 
made in southwestern Pennsylvania, 
they understand the good things that 
have been done with the air. And the 
gentleman brings up a fine point. This 
whole issue came to light when the Na
tional American Lung Association 
brought suit against the EPA, saying 
that back in 1987 when they went from 
total suspended particles to PMlO, 10-
micron size particles, since then, every 
5 years they are supposed to revisit the 
issue. 

They have not done that. So it is 
time to revisit. It does not say they 
have to delay. It does not say they 
have to make it more stringent. It sim
ply says they have to deal with PM, or 
as we say, soot or dust in the air. 

So here comes CASAC and they give 
the recommendation that we go from a 
10 micron down to 2.5, but there are a 
lot of other things that they do not 
make recommendations about. We do 
not know, again, because we do not 
have the monitors, how bad the situa
tion is. 

So where did this ozone thing come 
from? Legally, and the gentleman I 
know would agree, we do not have to 
deal with ozone right now, particularly 
at a time when the transport issue of 
ozone from one State to another is just 
being dealt with by the transport group 
that has been studying it. 

Mr. DOYLE. I think it is important 
for the public to understand these 
issues like transport zones. When we 
think of Pennsylvania and what has 
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been happening, particularly in our re
gion, as we lost jobs and factories in 
western Pennsylvania to States like 
Ohio and States west of us, yet western 
Pennsylvania is literally the victim of 
pollution that is blowing from the west 
over to the east. 

If we cleaned up each source of pollu
tion, every source of pollution in west
ern Pennsylvania that was being 
caused in western Pennsylvania, we 
would still be out of attainment be
cause of the pollution that blows 
across our borders from western 
States. 

Mr. KLINK. Reclaiming my time , 
under the new standards. Under the old 
standards, we are fine. But under the 
new standards, the gentleman is right. 

Mr. DOYLE. What is our State sup
posed to do? We said jokingly, maybe 
we need to set these giant fans up 
along the border and blow it back to 
Ohio. But the sad result of the situa
tion is our young people are leaving 
western Pennsylvania because there is 
no opportunity there. And part of the 
reason there is no opportunity there is 
the factories are not locating in an 
area that is nonattainment because of 
the cost of compliance, and we are los
ing them to States like Ohio, who are 
sending their pollution over to western 
Pennsy 1 vania. 

I just want to take a second to read 
the summary. We just had this report 
released this afternoon. This is the re
port from the House Committee on 
Science, of which I am a member, and 
I want to read the summary because I 
think it is important for people to un
derstand this: 

" We have had regulations on large 
particulate matter, which is known as 
total suspended particles, that have 
been in place since 1971. Particles of 10 
microns or less, PMlO, have been regu
lated since 1987. " 

Now to give my colleagues an idea of 
what we are talking about here, a 
human hair is 75 microns. So we are 
talking about PMlO, 10 microns, versus 
75 microns, the size of a human hair. 

And this issue is a very narrow one, 
" whether there is sufficient scientific 
evidence to impose an exact standard 
for particles below 2.5 microns at this 
time. Although much of the research 
EPA has compiled is suggestive, there 
are too many uncertainties in the data 
and the interpretation of that data to 
form an adequate basis for moving 
ahead with a strict PM2.5 standard at 
this time. The weaknesses of the epide
miological evidence discussed above 
are of particular concern. Our sub
committee has received testimony 
that, except for PM, EPA has never set 
a standard for criteria air pollution 
without clinical , animal, toxicological, 
and other studies supporting the epide
miological results. Yet studies such as 
this that do exist are inconsistent , and 
do not resolve but rather add to the un
certainties about the effects of PM2.5. 

Moreover, this committee has received 
testimony on many of the basic ques
tions that st ill need to be addressed be
fore we have a clear understanding of 
the impacts of PM2.5. " 

Chairman SENSENBRENNER I think 
said it right: "The citizens of this 
country have a right to expect that the 
new air quality standards be science
based. However, in this case, EPA has 
put the regulatory cart before the sci
entific horse. " 

Mr. KLINK. Reclaiming my time , the 
gentleman again makes good sense. To 
boil all of that down , the gentleman is 
right, when we talk about the width of 
a human hair being 75 microns and we 
have been measuring PMlO, or 10 mi
crons, that is about one-seventh the 
width of a human hair. 

Now they are talking about going to 
one-fourth of one-seventh the size of a 
human hair. That tells us how crazy 
this is. They are talking about size 
alone . There are different kinds of par
ticulate matter floating around. Some 
of it, as I said, is found in nature. We 
heard testimony in the Committee on 
Commerce , where they said if you live 
in an area like New Mexico where you 
have hig·h alkaline soil that is blowing 
in the wind, you could have problems. 

What about if some of these particu
late matters that are being ingested 
into the lungs are more toxic than oth
ers? This is not addressed at all in 
these new ambient air quality stand
ards suggested by Ms. Browner at EPA 
and now endorsed by the President. 

What about a blend of different kinds 
of PM2.5? Does that cause more of a 
toxicological problem? We do not know 
because, as my distinguished colleague 
just pointed out, we do not have the 
studies. We do not have enough epide
miological studies, toxicological stud
ies. All kinds of studies need to be 
done, and we do not have that data yet. 

We also find ourselves in another par
ticularly bad position. I do not like the 
fact that we are here on the floor to
night, I say to the gentleman from 
Pennsylvania [Mr. DOYLE] , and Mr. 
Speaker, having this public disagree
ment with our own President. 

I stood up in 1993 and gave this Presi
dent a very, very difficult vote when he 
had a budget that he said the future of 
his presidency depended on, and I still 
bear the scars politically of that very 
tough vote. It was the right thing to 
do, because since 1993 the stock market 
has more than doubled, unemployment 
has gone down, we created employ
ment, the deficit has plunged; and we, 
the Democrats that took that hard 
vote, need to have that credit, and the 
President needs to have the credit for 
putting that plan tog·ether. 

So I have stood with this President 
when it was unpopular to stand with 
him. At other times when we disagreed, 
we have just agreed to disagree. One of 
those issues was on trade , it was on 
NAFTA, with a starkly different opin-

ion of what this country's trade policy 
should be. 

But I fear that what has been set up 
with a double whammy of the passage 
of N AFT A and now these proposed am
bient air quality standards being tight
ened is the companies in our districts 
or that are looking· at coming to our 
districts will say, " Congressman 
DOYLE, Congressman KLINK, " and in 
fact some them have already said this 
to us , this is not something we are 
pulling out of a hat, it has happened, 
" we would be crazy to expand a plant 
or build a new plant in southwestern 
Pennsylvania when we could go to 
Mexico or to Canada, bring other prod
ucts in because of NAFTA, with no tar
iff, and we do not have to play by the 
same environmental rules. We do not 
have to install the same scrubbers. We 
do not have to have the expensive pol
lution equipment. " And so we find our
selves the victims of a double wham
my. 

How can the economy of this Nation 
continue to grow? That is the problem 
that the workers or potential workers, 
the kids that are in school , that are 
looking for jobs in our region, are 
going to have. We will not have the 
growth of jobs. They get caught in this 
double witching thing that is going on. 

The fact of the matter is that when 
these new regulations go into effect, 
and with the ozone issue , the day that 
this happens, 400 counties across this 
Nation go out of attainment. In those 
counties , no one is going to come in if 
they are already out of attainment in 
the new standard and say, " I am going 
to build a factory. I am going to ex
pand a factory here. I am going to cre
ate employment. " 

They are not going to build there. It 
is that simpie. First of all, they may 
not be able to build because that day 
the local government probably cannot 
issue them a building permit. That 
happens immediately. 

Now the EPA will say, "Wait a 
minute, Congressman KLINK, we do not 
say that you cannot have a building 
permit. " Well , of course not. The EPA 
does not issue building permits. But 
they force the government leaders to 
make that kind of a decision. They 
force the kind of decision where the 
local government leaders might say, 
" You have to go to reformulating gaso
line. You have to go to no further 
building construction in this region. 
You have to go to certain days that 
you are carpooling, " or whatever it is 
that they have to do to reach at that 
attainment figure . The local govern
ment leaders are the ones that are 
stuck at the bottom. 

It is this administration now and the 
EPA that is farcing the local leaders to 
make those decisions. That is why the 
Conference of Mayors says, " No, Mr. 
President do not do this. " That is why 
the governors and the State legislators 
are saying to the Federal Government, 
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"Do not force this upon us. The current 
system is working. You are going to 
put us into a situation where we can
not win, where we cannot expand the 
wealth of this Nation, where we cannot 
create new opportunities.'' 

Mr. DOYLE. My colleague is so much 
on the point. It is not only new jobs, it 
is existing jobs too. I think right in the 
Monongahela Valley, the Clairton Coke 
Works. When we talk about the proud 
heritage that Pittsburgh had in the 
steel industry, as we all know, anyone 
that has lived in western Pennsylvania, 
we understand what has happened in 
the steel industry when the downsizing 
took place, when many hard-working 
western Pennsylvanians found them
selves without work because of the col
lapse of the steel industry. 

But we still have some plants up and 
operating. Edgar Thompson Steel Mill 
in Braddock, the steel mill that dad 
worked at; and the Clairton Coke 
Works, supplying coke all over the 
country, it is in production and it is at 
peak capacity. 

Right now, if these new standards are 
implemented, a place like the Clairton 
Coke Works are going to be shut down. 
We have got five communities around 
Clairton, Glassport, Liberty, Lincoln 
borough, towns like that, where the 
major importer of those five commu
nities is Clairton Coke Works. 

And that is a situation where U.S. 
Steel is going to have to make a finan
cial decision that they can no longer 
operate that plant because the cost of 
complying with these new regulations 
would exceed the profit margin. It just 
would not become economically fea
sible to do that any longer. 

Mr. KLINK. The gentleman is on a 
very good point. I do not know how 
much USX has invested in Clairton. I 
have been by the Coke Works many 
times, dozens, hundreds of times prob
ably. But I know that they have spent 
tens of millions of dollars modernizing 
and cleaning the air of that facility. 

I have got small specialty steel com
panies and small chemical manufactur
ers in my district that have spent any
where from $40 million since 1990, since 
the Clean Air Act amendments, to 160, 
170 million per plant to clean the air. 
So the gentleman is right, that is what 
the President and EPA are doing right 
now. They are saying, " After you spent 
these tens of millions of dollars or hun
dreds of millions of dollars cleaning 
the air, it is working, forget about it. 
Now we are changing the rules. We are 
changing the standards. " And do we 
have the science? No. Have we done the 
toxicological studies? No. Have we 
done all the other studies? Do we know 
what we are really doing? No. 

I would say to the gentleman from 
Pennsylvania [Mr. DOYLE], we in Penn
sylvania, as I mentioned on the floor 
before, we went through it with EPA 
where they were forcing us to go to 
centralized emission t esting for the 

cars. And the Federal Government EPA 
cost the State of Pennsylvania a $145 
million court settlement that came out 
of the pockets of the taxpayers of 
Pennsylvania and did not clean up one 
speck of air. 

Mr. DOYLE. The gentleman is right. 
And when we talk about the President 

· and EPA saying, " Work with us, you 
have got 10 years to make this compli
ance ," what type of investments do 
you think U.S. Steel is going to make 
in the Clairton Coke Works knowing 
that this clock is ticking right now? 

Let us talk about another subject 
that is very near and dear to both of us 
and to the very survival of the 
Monongahela Valley, and that is the 
Mon-Fayette Expressway. What is 
going to happen to projects like the 
Mon-Fayette Expressway when con
struction projects of that magnitude 
are going to have to be put on hold, 
too, because of these new standards? 

I think it is an insult to the intel
ligence of the people in western Penn
sylvania to believe, and as my col
league said it before, that we will put 
these new standards in because we have 
to follow the letter of the law, but now 
we are supposed to believe all of a sud
den EPA is going to throw the rule 
book out and they are just going to ar
bitrarily on the enforcement side of 
things say, " Do not get nervous about 
this. You have got 10 years to do this. 
We are going to be very flexible with 
you. We are going to work with you on 
this." 

I have not seen flexibility in the EPA 
in all the years that I have had to deal 
with them, and I do not believe for one 
second there is going to be flexibility 
once these new regs are implemented. 
And the losses that we are going to see 
will be not only to existing industries, 
but the fact that we are not going to 
see new industries make investments 
in this region and we are not going to 
see existing industries do any upgrad
ing when we know what has happened. 

0 2330 
We have a 400-county blacklist that 

is going to take place when these new 
standards are implemented. There are 
literally going to be 400 counties whose 
names are going to be " don't do busi
ness here, don't put a new factory here, 
don't make any upgrades or invest
ment in your existing plant here, be
cause pretty soon the bar is going to go 
from here up to here and it is going to 
cost you a fortune to comply with 
that. " 

What are we asking the President 
and EPA to do? Are we asking them to 
stop all efforts to clean the air? That is 
not wha t we are asking at all. There 
are plans in place as we speak. There is 
a SIP in place, a State Implementation 
Plan as we speak in western Pennsyl
vania, in the State of Pennsylvania, 
making the air cleaner in western 
Pennsylvania every day that we are 
here. 

What were the recommendations 
which we made to the President? We 
said, postpone the standards. EPA 
should postpone the new standard until 
there is sufficient scientific data col
lected and analyzed. That is the first 
thing we asked. Secondly, we said fur
ther research is necessary, and we will 
give you the money to do the research. 
On the Committee on Science we au
thorized an additional $50 million. In 
the bill of the gentleman from Penn
sylvania [Mr. KLINK] , we are going to 
authorize an additional $75 million a 
year for 5 years to do research so that 
we can start to collect 2.5 and analyze 
it. We are doing that in this bill. We 
said we need a moni taring system to 
fund it and deploy it. The gentleman 
addressed that in his bill. Then we say 
EPA should make these data sets avail
able. There are data sets that were in 
the Pope study, the Harvard six-city 
study that have yet to be released for 
independent review and analysis. 

Here we are asking the EPA, asking 
President Clinton, the administration, 
not to stop cleaning the air, not to roll 
back any regulations that are in place. 
This is not going back to the old days. 
We are simply saying to them, let us 
continue to clean the air in western 
Pennsylvania and across the United 
States and while we are doing that, let 
us do some inore research. Let us col
lect the data. Let us be certain that 
the hundreds of millions of dollars that 
are going to be spent on these new reg
ulations are at least addressing a prob
lem that is real and that when we get 
that new science and research, that 
once we have identified the cause of 
the problem, they do not know what it 
is about the particle. 

The studies on 2.5 and 10 in one study 
both showed the same heal th effect. A 
lot of people were suggesting maybe it 
is not the size of the particle that is 
the culprit. Maybe it is not 2.5 we 
should be regulating. It may be some
thing else within the particulate mat
ter. All we are asking for is some more 
research, more science, more common 
sense as we continue to make the air 
cleaner in western Pennsylvania and 
across the country. I do not think that 
is a radical position. I think that is the 
common sense position that we have 
taken with this administration. 

Mr. KLINK. Reclaiming my time 
from the gentleman, the gentleman 
makes a good point. Let me just switch 
it back over to ozone, which of course 
as we said was not addressed in the 
lawsuit, is not something that needs to 
be addressed right now. And what the 
administration and what Ms. Browner 
in fact has said is we are going to go 
from .12 parts per million over a 1-hour 
period to .08 parts per million over an 
8-hour period. The people at CASAC 
said that you go .07, .08, .09. These 
sound like very small differences in 
numbers, but it is in fact going from .09 
down to .08 that throw those 400 addi
tional counties out of attainment. All 
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of the scientists who came to us, every
one, said there is no bright line where 
the public health greatly improves 
from one level to another. So why are 
we throwing 400 counties out of attain
ment and not having a bright line that 
benefits people? 

Mr. DOYLE. If the gentleman will 
yield on that, I think it is important 
for the public to understand, we use 
terms like CASAC and bright line, 
CASAC meaning the Clean Air Sci
entific Advisory Committee, but let us 
talk a little bit about this bright line 
thing too because I think it is impor
tant for people to understand. What 
the scientists were telling us is wheth
er you set that standard where it is 
now or whether you lower it, there is 
no measurable difference in the heal th 
effect on individuals. They could not 
see any clear level to say, " Look, if 
you set it below this particular level, 
then it will be a great increase in 
heal th. This will greatly decrease the 
adverse health effects. " They could not 
find where the line was on ozone to set 
where it would make any difference in 
the health. 

The gentleman brings up a good 
point. Why would we want to shut 
down industry? Why would we want to 
displace jobs, put people out of work to 
set a line that we are not even certain 
that the line we are setting has any 
measurable health effect or any ben
efit? 

Mr. KLINK. Following up on what 
the gentleman said, he mentioned that 
all of us, and this by the way I will 
mention just because both of us are 
from southwestern Pennsylvania, this 
is not a Pennsylvania issue, this is a 
New Mexico issue, it is a California 
issue , it is a Michigan, Ohio, Illinois, 
Indiana, Iowa, New York, all the States 
across this Nation will be impacted. We 
just both happen to be here at this late 
hour, both of us coming from south
western Pennsylvania. Our region is 
not the only one that is going to be im
pacted. Our whole Nation is going to be 
impacted. The health of our whole Na
tion is going to be impacted by this de
cision. Indeed, the adverse effect to the 
weal th and the growth of industry of 
our Nation is going to be adversely im
pacted. This is not just a Pennsylvania 
issue. 

But as the gentleman mentioned ear
lier, we grew up in southwestern Penn
sylvania when people used to go out 
and brush the dust off their lawn, when 
there were certain days, and we kind of 
laugh about it now, but you would 
hang your laundry out, then you would 
kind of shake the dust off the laundry 
at the end of the day because of course 
the particulate matter would come 
floating down over your laundry as it 
hung outside. The air was dirty. People 
got sick. But as we have cleaned the 
air in southwestern Pennsylvania and 
other places across this Nation, in fact, 
they had the same experience in Lon-

don back in the 1950s, the incidence of 
asthma has increased. Why is that? We 
do not know. There are many areas of 
speculation. But the point in fact is we 
do not know why in some instances 
when the air gets cleaner, asthma in
creases. Are there other factors? 

Many people believe that outside air 
quality has very little to do with asth
ma, that it is an inside air problem. 
Some people recently have suggested 
this could have to do, and particularly 
in areas where there is poverty, where 
people are living in squalor, that there 
could be a protein or enzyme thrown 
off the waste products of cockroaches 
and other insects that are in homes. Is 
that part of the problem? We do not 
know. But if my colleagues would sup
port me with H.R. 1984, we would have 
5 years to do the study, we would have 
5 years to continue on the track that 
we are on now to continually clean up 
the air , to improve the heal th of this 
Nation, to know where industry is 
going, while we spent $375 million 
doing this thing right, building the 
monitors, collecting the data, making 
sure that we are headed in the right di
rection for the health benefits of every
one. 

I gave up a very good job to come to 
Congress. I am here because it is a 
wonderful honor to serve this Nation. I 
want to make the life of the people in 
my region and of this Nation better. 
That is why I am here. I also came here 
as I know the gentleman from Pennsyl
vania [Mr. DOYLE] did because we want 
to improve the economy of south
western Pennsylvania, an area where 
155,000 manufacturing jobs have been 
lost over a two-decade period, because 
we are selfish in a way. We want our 
children, his 4 children and my 2, to be 
able to grow up in southwestern Penn
sylvania. I will be darned if I want 
them breathing air that I think is 
going to kill them or eventually kill or 
injure my grandchildren. This is not 
some excuse for industry. This is about 
what we feel is good science, what we 
feel is a prudent way of going about 
making decisions that impact the 
health and the wealth and productivity 
of this Nation. 

Mr. DOYLE. That is really what it is 
all about. It is about the future and it 
is about our kids. The politically expe
dient thing to do would be to just go 
along with this. Both the gentleman 
from Pennsylvania [Mr. KLINK] and 
myself have been taken to task by the 
local Pittsburgh newspaper, by envi
ronmental groups that somehow we do 
not want the air to be as clean as they 
do. We know this is nonsense. This is 
not only about clean air for our kids, it 
is about a future for our kids in west
ern Pennsylvania. That is what I think 
it is all about. The gentleman brought 
up a good point. I was reading an arti
cle just a couple of days ago that was 
suggesting that maybe one of the key 
contributing problems to these res-

piratory illnesses and asthma may not 
be so much the outside air but these 
hermetically-sealed office buildings 
that so many people are living in and 
as we have these new energy-efficient 
windows and people have got the air 
conditioning on and they have got all 
the windows shut and the air is not 
getting circulated through the house, 
that it may well be what we are 
breathing indoors can be much more 
damaging to us than what we are 
breathing outdoors, and people spend 
about 75 percent of their time indoors 
instead of outdoors. Particularly the 
reason a bill like H.R. 1984 makes so 
much sense. What we are saying is we 
need to find out about these things, we 
need to learn what is it that is causing 
these problems. 

Mr. KLINK. Is there anything that 
the gentleman has read in the stand
ards proposed by Administrator Brown
er and now endorsed by the President 
which would address this sick building 
syndrome that the gentleman has de
scribed? 

Mr. DOYLE. I see nothing in the 
standards that would address it. This is 
a prime example of why more research 
is necessary. What we see in today's 
standards is not going to do anything·. 
Administrator Browner when we had 
her before the committee, too , never 
wanted to discuss economic impacts, 
because she said, " I've got to make 
this decision based solely on a heal th 
decision and not on economic bene
fits. " 

I am sorry, but I have to look at the 
economic impacts to this legislation 
because we have got real people out 
there living in western Pennsylvania 
and all across this country that are 
going to suffer severe impacts as a re
sult of these standards. I want to just 
read a study that has come out. There 
is some ongoing research by environ
mental economists such as Dr. Vernon 
Henderson, Brown University; Fred 
Reuter from Consat Research Corpora
tion and the EPA's own draft regu
latory impact analysis for PM. And the 
following economic impacts could well 
result from the proposed NAAQs which 
have just been okayed today by Presi
dent Clinton. What are some of these 
consequences? Increased business oper
ating costs, job losses, reductions in 
worker compensation, decreases in in
dustrial output, and increased expendi
tures on road cleaning and air quality 
monitoring by local governments. They 
go on to say the .areas experiencing 
these effects will be those that do not 
and in many cases literally cannot 
comply with the proposed PM-2.5 
standard. Several hundred counties and 
as many as nearly 90 metropolitan 
areas will be in nonattainment when 
the full implementation period begins. 
As local, regional and controls yet to 
be developed are applied, these num
bers will ultimately be substantially 
reduced, thoug·h 30 to 40 areas are like
ly to remain in nonattainment for 
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many, many years and consequently 
much economic pain and damage will 
result lasting many, many years. 

They say initially 20 to 25 percent of 
the entire U.S. population and labor 
force will reside in these nonattain
ment areas. Approximately 4 percent of 
the jobs in these areas will be lost if 
the proposed NAAQ's for PM- 2.5 are 
adopted. These job losses will occur in 
nearly every sector of the economy and 
will be most substantial in the service 
industries. Workers who continue to be 
employed in these sectors in nonattain
ment areas will likely experience 
stress and uncertainty regarding their 
futures and their compensation. Small 
businesses will be disproportionately 
impacted and the capital cost in cur
rent dollars will exceed $100 billion. 
Those are real numbers affecting real 
people, not only in western Pennsyl
vania but across this whole United 
States. 

Mr. KLINK. The gentleman is right 
and I am glad the direction that he is 
going with that. Because as he men
tioned, Administrator Browner kept 
saying she has to base this not on eco
nomics but strictly on what is best for 
the health of the people. There are a 
lot of different things that create good 
or bad health conditions. When indus
try was crashing down around our ears 
in the Northeast and in the Midwestern 
United States people suffered a loss of 
jobs, a loss of health care benefits, 
there was increased domestic violence, 
higher crime rates in our community, 
higher suicide rates as people's lives 
fell apart, the social fabric of our com
munity fell apart. If you do not have 
money in your pocket because you did 
not have a job and you did not have 
health care benefits, then your wife if 
she were pregnant could not go see a 
doctor for prenatal examination, your 
young children could not go see a doc
tor. Many times other people who were 
dependent on you, you yourself did not 
get to see a doctor. What was the ad
verse health impact? That will be seen 
again if we have the kind of loss of job 
production that we think we are going 
to see from this and all evidence we are 
going to have from this. But beyond 
that, the administrator says the air 
will still get cleaner. The Clean Air Act 
is working. People's health will con
tinue to improve. So you cannot have 
it both ways. 

D 2345 
And that is exactly what they are at

tempting to do with this issue, and it is 
why, and I understand that our col
leagues, many of them, have come up 
and thanked us for our leadership on 
this; many of them are signing on to 
H.R. 1984, particularly today. I got 
even calls today from Republicans and 
Democrats in the other body who are 
now interested in our efforts and want 
to coordinate their efforts with us. 

We have been busy on both sides of 
the aisle dealing with reconciliation, 

trying to make this balanced budget 
program work for our constituents, and 
so many Members of the House and the 
other body have been focusing in on 
other issues. We have flagged this issue 
because it is so important, so vitally 
important to our region. 

But I think that what the President 
did for us today, as he took what I 
think was not a very good step in a 
very poor direction by recommending 
these new ambient air quality stand
ards, I think he has woken up. He has 
awakened the giant within this institu
tion, and now I think that our Mem
bers on both sides of the aisle are going 
to focus on this, and we are going to 
move forward. 

We have a couple of different legisla
tive directions that we can go. We are 
thinking about them, but we are going 
to sit down with friends on both sides 
of the aisle, and we are going to try to 
figure out to protect both the health 
and wealth of this Nation. 

Mr. DOYLE. I think it is so impor
tant that we get people on H.R. 1984, 
and I think it is important, too. What 
I fear is that because it is going to be 
a number of years before we start to 
see some of these effects because there 
is going to be a period of installing 
monitors and collecting data and 
things like this that, we are not going 
to see this immediate impact. I mean I 
think we are going to see businesses 
saying, well, if they were thinking to 
come to western Pennsylvania, that is 
going to be out, and we are not going 
to see investments in existing plans. 

But I fear the public is going to be 
lulled into some complacency because 
they do not realize what we are talking 
about 10 years down the road. It is not 
going to immediately hit them, and 
when it does they are going to say 
what happened to us and where was ev
erybody when this was taking place? 

This is not a partisan issue. Here we 
both stand, Democrats, talking about 
our own administration, our own Presi
dent, our own EPA administrator, and 
at some political risk saying we have 
got to come together, Democrats and 
Republicans from all regions of the 
country, and we are seeing cosponsors 
now on this bill from all regions of the 
country and from both parties. 

This is not a partisan issue. 
Mr. KLINK. On that point I want to 

repeat again, and I do not think I can 
say it enough, there is no pride with 
which we come here and talk about the 
fact that our President, the party, the 
President of our party, has made what 
we think is the wrong decision because 
he was given bad advice and he heeded 
that bad advice. We do not like to do 
that. 

There is a political risk that is in
volved with that. This is not some
thing- we tried as Members; I called 
the White House, I talked to the legis
lative liaison people at the White 
House time and time again, firing shots 

across their bow, letting them know 
that from a western Pennsylvania per
spective, from a Midwest perspective, 
from a northeastern United States per
spective that we have no choice but to 
go to war on this issue and begging this 
administration to sit down with us and 
talk to us, have a dialogue with us; do 
not force us to come to this point. 

This is a battle which was thrust 
upon us, a battle which we must fight 
for our constituents, for the working 
blue collar men and women, for the 
small businesses, for the local elect of
ficials, for the Governors, for the peo
ple who would have to implement these 
new standards at great risk and no cer
tainty that we are headed down the 
right road. In fact the evidence is 
against it. 

We cannot tell you how much it is 
that we are distressed by having to 
come to the floor over the last couple 
of weeks and being here again tonight 
to in fact have a family struggle within 
our own party in a very public way. 
This is not the fight that we desire. We 
hoped that we could sit down as states
men, as men and women talking with 
the White House, talking with our 
friends on the other side of the aisle 
and coming to some kind of a conclu
sion as to what was best for this coun
try. 

All of our requests, including written 
letters to the President, have gone un
answered, and so it is that we have 
been forced to come to the floor of the 
House, Mr. Speaker, to seek the redress 
here in this institution where the peo
ple of our districts have elected us to 
come here to protect their interests, 
and it is to protect that interest that 
we rise tonight to make a plea to you, 
Mr. Speaker, and to other Members of 
this great Chamber to join us to make 
sure that this country is acting based 
on good science, that we are acting 
based on what is indeed the best inter
ests of the working people and the 
businesses of this Nation. 

I yield to the gentleman to close. 
Mr. DOYLE. I would just close by 

saying that in 1994, when I came to this 
Congress, I promised the people of 
western Pennsylvania, who I am so 
privileged to represent, that I would 
put their interests ahead of the inter
ests of my party and my President, and 
I also say to my wife . Susan and my 4 
kids, if they are watching this tonight, 
Michael, David, Kevin, Alexandra, that 
I am here for you, too, and for other 
families in western Pennsylvania. 

This is important. This is about our 
future. This is why we stand here to
night opposing our President and our 
party on a decision that is going to be 
so wrong for the future of our country. 

I would urge Members in both par
ties, Republicans and Democrats, to 
join the gentleman from Pennsylvania 
[Mr. KLINK] and I myself in sponsoring 
H.R. 1984. Together let us turn these 
rules back, let us give our children a 
future in this country. 
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Mr. KLINK. Let me also just say in 

reclaiming my time that I think we 
need to give credit to two of our friends 
who are original cosponsors of R.R. 
1994, the gentleman from Michigan, Mr. 
FRED UPTON, Republican, and the gen
tleman from Virginia, Mr. BOUCHER. 
They could not be here with us tonight, 
but this is a bipartisan effort. I am 
pleased to be one of the leads on this, 
glad to have my colleague from south
western Pennsylvania and so many on 
board. 

I think that we are very close to get
ting half of the Democrats in this 
House on our side on this issue. I think 
we have a tremendous number of Re
publicans. 

It has to be veto proof. The President 
has sent us a clear message, whatever 
we do, whatever the legislative answer 
is, we have got to make it veto proof. 

I think we have got some good num
bers up, about 63 Members in the Sen
ate that are hard numbers, so I think 
that we are headed in the right direc
tion. 

Again, we did not want to have to 
battle it this way; it has been thrust 
upon us. 

ANNOUNCEMENT BY THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore (Mr. 
PAPPAS). The Chair would remind all 
Members to direct their remarks to the 
chair and not to the television viewing 
audience. 

LEAVE OF ABSENCE 

By unanimous consent, leave of ab
sence was granted to: 

Mr. SMITH of New Jersey (at the re
quest of Mr. ARMEY) until 1 p.m. today, 
on account of medical reasons. 

Mr. COX of California (at the request 
of Mr. ARMEY) for today, on account of 
medical reasons. 

Mr. YATES (at the request of Mr. 
GEPHARDT) for today, on account of 
personal reasons. 

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. CAPPS) to revise and ex
tend their remarks and include extra
neous material:) 

Mr. BONIOR, for 5 minutes, today. 
Mr. FAZIO, for 5 minutes, today. 
Mr. DAVIS of Illinois, for 5 minutes, 

today. 
Mr. GEJDENSON, for 5 minutes, today. 
Mr. ALLEN, for 5 minutes, today. 
Ms. WATERS, for 5 minutes, today. 
Ms. BROWN of Florida, for 5 minutes, 

today. 
Ms. JACKSON-LEE of Texas, for 5 min

utes, today. 

Mrs. CLAYTON, for 5 minutes, today. 
Mr. OWENS, for 5 minutes, today. 
Mr. PAYNE, for 5 minutes, today. 
Mrs. MEEK of Florida, for 5 minutes, 

today. 
Mr. SNYDER, for 5 minutes, today. 
Ms. MILLENDER-MCDONALD, for 5 min-

utes, today. 
Mr. TAYLOR, for 5 minutes, today. 
Mr. STOKES, for 5 minutes, today. 
Mr. OLVER, for 5 minutes, today. 
(The following Members (at the re

quest of Mr. INGLIS) to revise and ex
tend their remarks and include extra
neous material:) 

Mr. EHRLICH, for 5 minutes, today. 
Mr. PAPPAS, for 5 minutes, today. · 
Mr. NEUMANN , for 5 minutes, today. 
Mr. JONES, for 5 minutes, on June 26. 
Mr. DUNCAN, 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. CAPPS) and to include ex
traneous matter:) 

Mr. BARRETT of Wisconsin. 
Ms. LOFGREN. 
Mr. ENGEL. 
Mr. SHERMAN. 
Mr. VENTO. 
Mr. BLAGOJEVICH. 
Mr. POSHARD. 
Mr. HAMILTON. 
Mr. FORD. 
Mr. ORTIZ. 
Mrs. KENNELLY of Connecticut. 
Mr. SANDERS. 
Mr. FRANK of Massachusetts. 
Mr. PASCRELL. 
Mr. SKELTON. 
Mr. MALONEY of Connecticut. 
Mr. GORDON. 
Mrs. LOWEY. 
Mr. CAPPS. 
Mr. FALEOMAVAEGA. 
(The following Members (at the re

quest of Mr. INGLIS) and to include ex
traneous matter:) 

Mr. OXLEY. 
Mr. MANZULLO. 
Mr. HOEKSTRA. 
Mr. BILIRAKIS. 
Mr. CUNNINGHAM. 
Mr. MCDADE. 
Mr. SAXTON. 
Mr. DOOLITTLE. 
Mr. FRELINGHUYSEN. 
(The following Members (at the re

quest of Mr. KLINK) and to include ex
traneous matter:) 

Mr. RILEY, in two instances. 
Mr. FALEOMAVAEGA. 
Mr. FARR of California. 
Mr. OWENS. 
Mr. BONIOR. 
Mr. MATSUI. 
Mr. DEUTSCH. 
Mr. HASTINGS of Washington. 

ENROLLED BILLS SIGNED 
Mr. THOMAS, from the Committee 

on House oversight, reported that that 

committee had examined and found 
truly enrolled bills of the House of the 
following titles , which were thereupon 
signed by the Speaker: 

H.R. 1306. An act to amend Federal law to 
clarify the applicability of host State laws to 
any branch in such State of an out-of-State 
bank, and for other purposes. 

H.R. 1902. An act to immunize donations 
made in the form of charitable gift annuities 
and charitable remainder trusts from the 
antitrust laws and State laws similar to the 
antitrust laws 

ADJOURNMENT 

Mr. KLINK. Mr. Speaker, I move that 
the House do now adjourn. 

The motion was agreed to; accord
ingly (at 11 o'clock and 53 minutes 
p.m.), the House adjourned until to
morrow, June 26, 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: 

3943. A letter from the Acting General 
Counsel, Department of Housing and Urban 
Development, transmitting the Depart
ment's final rule-HOME Investment Part
nerships Program: Technical Amendments to 
Final Rule [Docket No. FR-3962-F--04] (RIN: 
2501-AC06) received June 23, 1997, pursuant to 
5 U.S.C. 80l(a)(l)(A); to the Committee on 
Banking and Financial Services. 

3944. A letter from the Acting General 
Counsel, Department of Housing and Urban 
Development, transmitting the Depart
ment's final rule- The Secretary of HUD's 
Regulation of the Federal National Mortgage 
Association (Fannie Mae) and the Federal 
Home Loan Mortgage Corporation (Freddie 
Mac): Book-Entry Procedures [Docket No. 
FR-4095-F-02] (RIN: 2501- AC35) received June 
23, 1997, pursuant to 5 U.S.C. 80l(a)(l)(A); to 
the Committee on Banking and Financial 
Services. 

3945. A letter from the Acting General 
Counsel, Department of Housing and Urban 
Development, transmitting the Depart
ment's final rule-Delegation of Insuring Au
thority to Direct Endorsement Mortgagees; 
Interim Rule [Docket No. FR-4169-I-01] (RIN: 
2502-AC87) received June 23, 1997, pursuant to 
5 U.S.C. 801(a)(l)(A); to the Committee on 
Banking and Financial Services. 

3946. A letter from the Acting General 
Counsel, Department of Housing and Urban 
Development, transmitting the Depart
ment's final rule-Opportunities for Youth: 
Youthbuild Program Further Streamlining 
[Docket No. FR-4226-F-01] (RIN: 2506-AB93) 
received June 23, 1997, pursuant to 5 U.S.C. 
80l(a)(l)(A); to the Committee on Banking 
and Financial Services. 

3947. A letter from the Secretary of Hous
ing and Urban Development, transmitting a 
draft of proposed legislation to facilitate the 
effective and efficient management of the 
homeless assistance programs of the Depart
ment of Housing and Urban Development, in
cluding the merger of such programs into 
one performance fund; to the Committee on 
Banking and Financial Services. 

3948. A letter from the Secretary of Health 
and Human Services, transmitting the De
partment's annual report on the status and 
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accomplishments of the runaway and home
less youth centers for fiscal year 1995, pursu
ant to 42 U.S.C. 5715(a); to the Committee on 
Education and the Workforce. 

3949. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Motor Vehicle 
Content Labeling (National Highway Traffic 
Safety Administration) [Docket No. 92-64; 
Notice 11] (RIN: 2127-AG46) received June 20, 
1997, pursuant to 5 U.S.C. 80l(a)(l)(A); to the 
Committee on Commerce. 

3950. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Insurer Report
ing Requirements; List of Insurers Required 
to File Reports (National Highway Traffic 
Safety Administration) [Docket No. 96-130; 
Notice 03) (RIN: 2127-AG56) received June 20, 
1997, pursuant to 5 U.S.C. 801(a)(l)(A); to the 
Committee on Commerce. 

3951. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Federal-Aid 
Highway Systems (Federal Highway Admin
istration) [Docket No. FHWA 97-2394] (RIN: 
2125-AD74) received June 20, 1997, pursuant to 
5 U.S.C. 801(a)(l)(A); to the Committee on 
Transportation and Infrastructure. 

3952. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Implementa
tion of the 1995 Amendments to the Inter
national Convention on Standards of Train
ing, Certification and Watchkeeping for Sea
farers, 1978 (STCW) (Coast Guard) [CGD 95-
062] (RIN: 2115-AF26) received June 20, 1997, 
pursuant to 5 U.S.C. 801(a)(l)(A); to the Com
mittee on Transportation and Infrastruc
ture. 

3953. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Special Local 
Regulations; Deerfield Beach, Florida (Coast 
Guard) [CGD07- 97--027] (RIN: 2115-AE46) re
ceived June 20, 1997, pursuant to 5 U.S.C. 
801(a)(l)(A); to the Committee on Transpor
tation and Infrastructure. 

3954. A letter from the General Counsel, 
Department of Transportation, transmitting 
the Department's final rule-Safety Zone; 
Fort Lauderdale, FL (Coast Guard) [COTP 
MIAMI 96--054] (RIN: 2115-AA97) received 
June 20, 1997, pursuant to 5 U.S.C. 
80l(a)(l)(A); to the Committee on Transpor
tation and Infrastructure. 

3955. A letter from the Board Members, 
Railroad Retirement Board, transmitting a 
draft of proposed legislation to amend the 
Railroad Retirement Act and the Railroad 
Unemployment Insurance Act to ease admin
istration of the railroad retirement and rail
road unemployment insurance programs; to 
the Committee on Transportation and Infra
structure. 

3956. A letter from the Secretary of De
fense, transmitting the Department's annual 
report on Outreach Regarding Persian Gulf 
Illnesses; jointly to the Committees on Vet
erans' Affairs and National Security. 

3957. A letter from the United States Trade 
Representative, transmitting a draft of pro
posed legislation to approve and implement 
the OECD Shipbuilding Trade Agreement; 
jointly to the Committees on Ways and 
Means and National Security. 

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. HYDE: Committee on the Judiciary. 
R.R. 1086. A bill to codify without sub
stantive change laws related to transpor
tation and to improve the United States 
Code; with an amendment (Rept. 105-153). Re
ferred to the House Calendar. 

Mr. LINDER: Committee on Rules. House 
Resolution 176. Resolution providing for con
sideration of a concurrent resolution pro
viding for adjournment of the House and 
Senate for the Independence Day district 
work period (Rept. 105-154). Referred to the 
House Calendar. 

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. BISHOP (for himself, Mr. BAES
LER, Mr. BONO, Mr. BILBRAY, Mr. 
CAMP, Mr. CRAMER, Mrs. EMERSON, 
Mr. JOHN, Mr. PETERSON of Min
nesota. Mr. PETERSON of Pennsyl
vania, Mr. PICKERING, Mr. STEARNS, 
Mr. SHIMKUS, and Mr. TAYLOR of Mis
sissippi): 

R.R. 2034. A bill to amend section 1926 of 
the Public Health Service Act to encourage 
States to strengthen their efforts to prevent 
the sale and distribution of tobacco products 
to individuals under the age of 18, and for 
other purposes; to the Committee on Com
merce. 

By Mr. GILMAN (for himself and Mr. 
HAMILTON): 

R.R. 2035. A bill to authorize the transfer 
of naval vessels to certain foreign countries; 
to the Committee on International Rela
tions. 

By Mr. SHUSTER (for himself, Mr. 
DUNCAN, Mr. OBERSTAR, and Mr. LI
PINSKI): 

R.R. 2036. A bill to amend chapter 443 of 
title 49, United States Code, to extend the 
authorization of the aviation insurance pro
gram, and for other purposes; to the Com
mittee on Transportation and Infrastruc
ture. 

By Mr. SMITH of Michigan (for himself 
and Mr. KASICH): 

R.R. 2037. A bill to amend the Congres
sional Budget Act of 1974 and the Balanced 
Budget and Emergency Deficit Control Act 
of 1985 to enforce the bipartisan budget 
agreement; to the Committee on the Budget, 
and in addition to the Committee on Rules, 
for a period to be subsequently determined 
by the Speaker, in each case for consider
ation of such provisions as fall within the ju
risdiction of the committee concerned. 

By Mr. CANADY of Florida (for him
self, Mr. JENKINS, and Mr. HILLEARY): 

R.R. 2038. A bill to amend the Migrant and 
Seasonal Agricultural Worker Protection 
Act to clarify the application of such act; to 
the Committee on Education and the Work
force. 

By Mr. F ALEOMA V AEGA: 
R.R. 2039. A bill to take into trust for the 

Cheyenne-Arapaho Tribes of Oklahoma cer
tain land in Oklahoma that was known as 
the Fort Reno Military Reservation and that 
was formerly part of the Cheyenne-Arapaho 
lands, and for other purposes; to the Com
mittee on Resources. 

By Mr. STUMP (for himself, Mr. 
EVANS, Mr. SKELTON, Mr. BACHUS, 
Mr. EVERETT, Mr. FILNER, Mr. QUINN, 
Mr. CLYBURN, and Mr. STEARNS): 

R.R. 2040. A bill to amend title 38, United 
States Code, to deny burial in a federally 

funded cemetery to persons convicted of cer
tain capital crimes; to the Committee on 
Veterans' Affairs. 

By Mr. MATSUI: 
R.R. 2041. A bill to suspend temporarily the 

duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

R.R. 2042. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

R.R. 2043. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

R.R. 2044. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

R.R. 2045. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

R .R. 2046. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Way and Means. 

R.R. 2047. A bill to suspend temporarily the 
duty on the production of anti-HIV/anti
AIDS drugs; to the Committee on Ways and 
Means. 

R.R. 2048. A bill to suspend temporarily the 
duty on the production of anti-HIV/anti
AIDS drugs; to the Committee on Ways and 
Means. 

R.R. 2049. A bill to suspend temporarily the 
duty on the production of anticancer drugs; 
to the Committee on Ways and Means. 

By Mr. FILNER (for himself and Mr. 
EVANS): 

R.R. 2050. A bill to amend title 10, United 
States Code, to extend commissary and ex
change store privileges to veterans with a 
service-connected disability rated at 30 per
cent or more and their dependents; to · the 
Committee on National Security. 

By Mr. FORD: 
R.R. 2051. A bill to amend the Federal Elec

tion Campaign Act of 1971 to promote in
creased disclosure of spending on campaigns 
for election for Federal office, improve the 
ability of the Federal Election Commission 
to enforce the laws governing the financing 
of such campaigns, and for other purposes; to 
the Committee on House Oversight, and in 
addition to the Committee on Commerce, for 
a period to be subsequently determined by 
the Speaker, in each case for consideration 
of such provisions as fall within the jurisdic
tion of the committee concerned. 

By Mr. FRANK of Massachusetts: 
R.R. 2052. A bill to amend the Immigration 

and Nationality Act with respect to can
cellation of removal and waiver of exclusion 
for certain long-term resident aliens; to the 
Committee on the Judiciary. 

By Mr. HINCHEY (for himself and Mr. 
GONZALEZ): 

R.R. 2053. A bill to amend the Truth in 
Lending Act to prohibit the distribution of 
any negotiable check or other instrument 
with any solicitation to a consumer by a 
creditor to open an account under any con
sumer credit plan or to engage in any other 
credit transaction which is subject to such 
act, and for other purposes; to the Com
mittee on Banking and Financial Services. 

By Mr. HINCHEY (for himself, Mr. 
BOEHLERT, Mr. GILMAN, and Mr. 
HOUGHTON): 

R .R. 2054. A bill to provide for the redesig
na tlon of a portion of State Route 17 in New 
York and Pennsylvania as Interstate Route 
86; to the Committee on Transportation and 
Infrastructure. 

By Mr. HOEKSTRA: 
R.R. 2055. A bill to permit voters to vote 

for "None of the Above" in elections for Fed
eral office and to require an additional elec

. tion if "None of the Above" receives the 
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most votes; to the Committee on House 
Oversight. 

H.R. 2056. A bill to establish a national ad
visory referendum on limiting the terms of 
Members of Congress at the general election 
of 1998; to the Committee on House Over
sight. 

R.R. 2057. A bill to establish a national ad
visory referendum on a flat income tax rate, 
and requiring a national vote to raise taxes 
at the general election of 1998; to the Com
mittee on House Oversight. 

H.R. 2058. A bill to suspend temporarily the 
duty on phenmedipham; to the Committee 
on Ways and Means. 

R.R. 2059. A bill to suspend temporarily the 
duty on ethofumesate; to the Committee on 
Ways and Means. 

H.R. 2060. A bill to suspend temporarily the 
duty on desmedipham; to the Committee on 
Ways and Means. 

R.R. 2061. A bill to provide that the voters 
of the United States be given the right, 
through advisory voter initiative, to propose 
the enactment and repeal of Federal laws in 
a national election; to the Committee on 
House Oversight, and in addition to the Cam
mi ttee on Rules, 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. LANTOS (for himself and Ms. 
ESHOO): 

H.R. 2062. A bill to amend title 10, United 
States Code, to provide that certain individ
uals who would be eligible for military re
tired pay for nonregular service but for the 
fact that they did not serve on active duty 
during a period of conflict may be paid such 
retired pay if they served in the U.S. mer
chant marine during or immediately after 
World War II; to the Committee on National 
Security. 

By Mrs. MALONEY of New York (for 
herself, Mr. HORN, Mr. SABO, Mr. SEN
SENBRENNER, Mr. FROST' Mr. AN
DREWS, Mr. CLEMENT, Mr. ENGEL, Mr. 
EVANS, Mr. LEWIS of Georgia, Mr. LI
PINSKI, Mr. OWENS, Mr. MANTON' Ms. 
RIVERS, and Mr. WYNN): 

H.R. 2063. A bill to direct the Secretary of 
Health and Human Services to make avail
able to the Secretary of the Treasury infor
mation from the National Directory of New 
Hires for use in collecting delinquent debt 
owed to the Federal Government, and for 
other purposes; to the Committee on Govern
ment Reform and Oversight. 

By Mr. MANZULLO (for himself, Mr. 
GILMAN, Mr. GEJDENSON, Mr. HAM
ILTON' Mr. BEREUTER, Mr. ARCHER, 
Mr. BALDACCI, Mr. BENTSEN, Mr. BER
MAN, Mr. BLUMENAUER, Mr. BOEHNER, 
Mr. BRYANT, Mr. CALLAHAN, Mr. 
CHRISTENSEN, Mr. DEUTSCH, Mr. 
DREIER, Mr. ENGLISH of Pennsyl
vania, Mr. EWING, Mr. FAZIO of Cali
fornia, Mr. FILNER, Mr. HASTERT, Mr. 
HAS'l'INGS of Florida, Mr. JEFFERSON, 
Mrs. KENNELLY of Connecticut, Mr. 
KOLBE, Mr. LAHOOD, Mr. LANTOS, Mr. 
LIVINGSTON, Mr. MATSUI, Mr. · MENEN
DEZ, Mr. RANGEL, Mr. ROTHMAN, Mr. 
SHERMAN, Mr. SHIMKUS, and Mr. 
TORRES): 

H.R. 2064. A bill to reauthorize the Over
seas Private Investment Corporation, and for 
other purposes; to the Committee on Inter
national Relations. 

By Mrs. MORELLA (for herself and Mr. 
VENTO): 

H.R. 2065. A bill to improve teacher mas
tery and use of educational technology; to 

the Committee on Education and the Work
force. 

By Mr. OBERSTAR (for himself and 
Mr. WISE) (both by request): 

R .R. 2066. A bill to restructure and reform 
the laws relating to Amtrak, and for other 
purposes; to the Committee on Transpor
tation and Infrastructure. 

By Ms. RIVERS: 
H.R. 2067. A bill to direct the Secretary of 

the Treasury to incorporate certain features 
in the redesign of the U.S. currency so as to 
make such currency readily accessible to the 
visually impaired; to the Committee on 
Banking and Financial Services. 

By Mr. SANDERS 
R.R. 2068. A bill to provide for the estab

lishment of a multiple-tier price support pro
gram for milk to assist milk producers to re
ceive an adequate income from their dairy 
operations and to support long-term con
servation practices by milk producers, while 
assuring sufficient low-cost dairy products 
for nutrition assistance programs; to the 
Committee on Agriculture. 

By Mr. SANDERS (for himself, Mr. 
MCGOVERN, and Mr. LIPINSKI): 

R.R. 2069. A bill to amend the Export-Im
port Bank Act of 1945 to ensure that firms 
that have shown a commitment to reinvest
ment and job creation in the United States 
are given preference in obtaining financial 
assistance from the Export-Import Bank of 
the United States; to the Committee on 
Banking and Financial Services. 

By Mr. SOLOMON (for himself and Mr. 
CONDIT): 

H.R, 2070. A bill to amend title 18, United 
States Code, to provide for the mandatory 
testing for serious transmissible diseases of 
incarcerated persons whose bodily fluids 
come into contact with corrections per
sonnel and notice to those personnel of the 
results of the tests, and for other purposes; 
to the Committee on the Judiciary. 

By Mr. SANDERS (for himself, Mr. 
EVANS, Mr. FILNER, Mr. LIPINSKI, and 
Mr. LEWIS of Georgia): 

H.R. 2071. A bill to require the Federal 
Government, in procuring goods and services 
and in providing certain foreign trade and in
vestment assistance relating to trade and ex
ports, to give a preference to entities that 
adopt and enforce a corporate code of con
duct and to provide for an annual adminis
trative review and petition process to ensure 
compliance with such code; to the Com
mittee on Government Reform and Over
sight, and in addition to the Committees on 
International Relations, Banking and Finan
cial Services, and Ways and Means, for a pe
riod to be subsequently determined by the 
Speaker, in each case for consideration of 
such provisions as fall within the jurisdic
tion of the committee concerned. 

By Mr. HOEKSTRA: 
H.J. Res. 85. Joint resolution proposing an 

amendment to the Constitution of the 
United States to give citizens of the United 
States the right to propose amendments to 
the Constitution by an initiative process; to 
the Committee on the Judiciary. 

H.J. Res. 86. Joint resolution proposing an 
amendment to the Constitution of the 
United States to give citizens of the United 
States the right to recall elected officials; to 
the Committee on the Judiciary. 

H.J. Res. 87. Joint resolution proposing an 
amendment to the Constitution of the 
United States to give citizens of the United 
States the right to enact and repeal laws by 
voting on legislation in a national election; 
to the Committee on the Judiciary. 

By Mr. GILCHREST (for himself, Mr. 
WAXMAN, Mr. EHLERS, Mrs. LOWEY, 

Mr. PORTER, Ms. MCCARTHY of Mis
souri, Mr. BOEHLERT, Ms. RIVERS, Mr. 
GILMAN' Mr. BROWN of California, 
Mrs. MORELLA, and Mr. MILLER of 
California): 

H. Con. Res. 106. Concurrent resolution ex
pressing the sense of the Congress regarding 
the negotiation of an international climate 
change agreement; to the Committee on 
International Relations. 

By Mr. MCDADE: 
H. Con. Res. 107. Concurrent resolution ex

pressing the sense of the Congress that Lit
tle League Baseball Inc. was established to 
support and develop Little League baseball 
worldwide and should be entitled to all of the 
benefits and privileges available to non
governmental international organizations; 
to the Committee on International Rela
tions. 

By Mr. ROYCE (for himself, Mr. 
HOUGHTON, Mr. PAYNE, and Mr. 
CHABOT): 

H. Res. 175. Resolution expressing concern 
over the outbreak of violence in the Republic 
of Congo and the resulting threat to sched
uled elections and constitutional govern
ment in that country; to the Committee on 
International Relations. 

MEMORIALS 

Under clause 4 of rule XXII, memo
rials were presented and referred as fol
lows: 

139. The SPEAKER presented a memorial 
of the House of Representatives of the State 
of Ohio, relative to House Concurrent Reso
lution No. 13 memorializing Congress to ex
amine the financial problems of self-em
ployed and other reservists who were called 
to active duty in Operation Desert Storm 
and to pass legislation to provide relief; to 
the Committee on National Security. 

140. Also, a memorial of the Legislature of 
the Territory of Guam, relative to Resolu
tion No. 88 requesting Guam's Delegate to 
Congress, Congressman Robert A. Under
wood, to petition the United States Congress 
to expeditiously amend the Organic Act of 
Guam to enact the critical requirement of 
being free from felony convictions for the 
posts of Governor and Lieutenant Governor 
of Guam; to the Committee on Resources. 

ADDITIONAL SPONSORS 

Under clause 4 of rule XXII, sponsors 
were added to public bills and resolu
tions as follows: 

H.R. 15: Mr. TORRES and Mr. CRAMER. 
H.R. 66: Mr. DAVIS of Illinois. 
H.R. 96: Mr. PASCRELL. 
H.R. 127: Mr. MANZULLO. 
H.R. 198: Mrs. NORTHUP. 
H.R. 297: Mr. JEFFERSON. 
H.R. 301: Mr. JEFFERSON. 
H.R. 373: Mr. JEFFERSON. 
H.R. 383: Mr. DICKS. 
H.R. 632: Mr. SOUDER, Mr. MINGE, Mr. BAR

RET!' of Nebraska, Mr. LEWIS of Kentucky, 
Ms. RIVERS, Mr. HILL, and Mr. WATKINS. 

H.R. 681: Mr. BECERRA. 
H.R. 695: Mr. CRAPO, Mr. ROGAN , and Mr. 

ANDREWS. 
H.R. 716: Mr. HALL of Texas, Mr. WALSH, 

and Mr. TRAFICANT. 
H.R. 741: Mr. HILL 
H.R. 758: Mr. Fox of Pennsylvania, Mr. 

LA'l'HAM, Mr. BAKER, and Mr. HUNTER. 
H.R. 777: Mr. TOWNS, Ms. MILLENDER

MCDONALD, Mr. JEFFERSON, Mr. CLYBURN, 
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Mr. KLINK, Mr. GUTIERREZ, Mr. BROWN of 
California, Mr. GREEN, Ms. EDDIE BERNICE 
JOHNSON of Texas, and Mr. HASTINGS of Flor
ida. 

H.R. 784: Ms. CARSON. 
H.R. 795: Mr. DELLUMS, Mr. FILNER, and 

Mr. BONIOR. 
H.R. 836: Mr. BILBRAY, Mr. BISHOP, Mr. 

BROWN of Ohio, Mr. CALVERT, Mrs. CLAYTON, 
Mr. CLYBURN, Mr. CONYERS, Mr. COYNE, Mr. 
DELLUMS, Mr. DIXON, Ms. DUNN of Wash
ington, Mr. ENGEL, Mr. FOGLIETTA, Ms. 
FURSE, Mr. GREEN, Mr. GUTIERREZ, Mr. 
HASTINGS of Florida, Mr. HILLIARD, Mr. 
HORN, Mr. JEFFERSON, Mr. KENNEDY of Mas
sachusetts, Mr. KENNEDY of Rhode Island, 
Mr. MARTINEZ, Mr. MCKEON, Mr. MOAKLEY, 
Ms. NORTON, Mr. PALLONE, Mr. PASTOR, Mr. 
RAHALL, Mr. ROMERO-BARCELO, Ms. ROYBAL
ALLARD, Mr. SANDERS, Mr. SERRANO, Mr. 
SOLOMON, Mr. STARK, Mr. STEARNS, Mr. 
STOKES, Mr. TOWNS, Mr. BARRETT of Wis
consin, Mr. BONIOR, Ms. BROWN of Florida, 
Mr. BROWN of California, Mr. CAPPS, Mr. 
FLAKE, Mr. GONZALEZ, Ms. HARMAN, Ms. KAP
TUR, Mr. KIM, Mr. LEWIS of Georgia, Mr. 
PAYNE, Mr. RANGEL, Ms. WOOLSEY, Mr. 
CUMMINGS, Mr. JACKSON, Mr. FORD, Mr. 
REYES, Mr. T URNER, Mr. NEAL of Massachu
setts, Ms. VELAZQUEZ, Mr. WATT of North 
Car olina, Mr. WAXMAN, Mr. YATES, Mr. MAR
KEY, Mr. LEVIN, and Mrs. McCARTHY of New 
York. 

H.R. 885: Mr. FRANK of Massachusetts. 
H.R. 886: Mr. FRANK of Massachusetts. 
R.R. 888: Mr. FRANK of Massachusetts. 
H.R. 907: Mr. DICKEY. 
H.R. 920: Ms. VELAZQUEZ. 
R.R. 921: Mrs. THURMAN, Mr. DELLUMS, and 

Mr. FORD. 
H.R. 934: Mr. COOKSEY and Mr. COLLINS. 
H.R. 953: Mr. BROWN of Ohio. 
H.R. 955: Mr. NEUMANN, Mr. COOK, and Mr. 

FORBES. 
H.R. 1002: Mr. COOKSEY. 
H.R. 1043: Mr. DOOLEY of California, Ms. 

WOOLSEY, and Mr. MCINTYRE. 
H.R. 1061: Mr. McGOVERN and Mr. HALL of 

Ohio. 
H.R. 1174: Mr. OXLEY, Mr. BATEMAN, Mr. 

LANTOS, Ms. P RYCE of Ohio, Mr. RIGGS, Mr. 
HALL of Ohio, Mr. GREENWOOD, Mr. 
BLAGOJEVICH, Mr. BARCIA of Michigan, Mr. 
BOUCHER, Mr. BOEHLERT, Mr. HYDE, Mr. 
JACKSON, Mr. KIND of Wisconsin, Mr. 
SHIMKUS, Mr. BACHUS, and Mr. MCINNIS. 

H.R. 1215: Mr. MARKEY and Mr. MOAKLEY. 
H.R. 1270: Mr. GALLEGLY, Mr. POMEROY, Mr. 

BARR of Georgia, and Mr. PETERSON of Min
nesota. 

H.R. 1284: Mrs. KELLY. 
H.R. 1290: Mr. SAXTON and Mr. TAUZIN. 
H.R. 1300: Mr. MCHUGH. 
H.R. 1329: Mr. FRANK of Massachusetts and 

Mr. WA'1·r of North Carolina. 
H.R. 1353: Mr. ENGEL. 
R.R. 1367: Mr. BLAGOJEVICH and Mr. TOWNS. 
H.R. 1373: Mr. JEFFERSON and Ms. 

DEGETTE. 
H.R. 1382: Mr. NADLER. 
H.R. 1383: Mr. BISHOP, Mr. FORD, Mr. JEF

FERSON, and Mr. WYNN. 
H.R. 1415: Mr. ROEMER, Mr. GILCHREST, Mr. 

KILDEE, Mr. CALLAHAN, Mr. GIBBONS, Mr. 
REYES, Mr. EHLERS, and Mr. LAFALCE. 

R.R. 1437: Mr. BURTON of Indiana, Mr. 
EVANS, and Mr. TOWNS. 

H.R. 1468: Mr. ACKERMAN and Mr. MAR
TINEZ. 

H.R. 1480: Mr. SHAYS. 
H.R. 1507: Mr. GREEN, Ms. MILLENDER

MCDONALD , Mr. MCNULTY, Ms. WOOLSEY, Mr. 
CLEMENT, Mr. HINOJOSA, Ms. RIVERS, Mr. 
LANTOS, and Mr. DA VIS of Virginia. 

H.R. 1515: Mr. SHAW. 
H.R. 1529: Mr. FORD. 
H.R. 1538: Mr. RAMSTAD. 
H.R. 1578: Mr. CASTLE. 
H.R. 1579: Mr. CASTLE. 
H.R. 1648: Mr. WATTS of Oklahoma, Mr. 

LUCAS of Oklahoma, Mr. ISTOOK, Mr. 
SANDLIN. and Mr. FROST. 

R.R. 1689: Mr. STRICKLAND and Mr. BOU-
CHER. 

H.R. 1773: Mr. NORWOOD. 
H.R. 1782: Ms. LOFGREN. 
R.R. 1813: Mr. UNDERWOOD, Ms. NORTON, 

Mr. HINCHEY, Mr. CAMPBELL, Ms. EDDIE BER
NICE JOHNSON of Texas , Ms. LOFGREN, Mr. PE
TERSON of Minnesota, Mrs. THURMAN, Mr. 
FORD, Mr. DELLUMS, and Ms. SLAUGHTER. 

H.R. 1824: Ms. KILPA'I'RICK, Mr. CLAY, Mr. 
DIXON, and Ms. EDDIE BERNICE JOHNSON of 
Texas. 

R.R. 1842: Mrs. CUBIN, Mr. STUMP, and Mr. 
HAYWORTH. 

H.R. 1863: Mr. GOODLING. 
H.R. 1883: Mr. HORN and Mrs. TAUSCHER. 
H.R. 1908: Mr. BARRETT of Wisconsin. 
H. Con. Res. 13: Mr. FORD, Mr. SKAGGS, and 

Mrs. TAUSCHER. 
H. Con. Res. 38: Mr. MANTON. 
H . Con. Res . 52: Mr. ROTHMAN and Mr. TAY

LOR of North Carolina. 
H. Con. Res. 65: Mr. SKAGGS, Ms. SLAUGH

TER, Mr. DIXON, and Mr. ROMERO-BARCELO. 
H. Con. Res. 75: Mr. BLAGOJEVICH. 
H. Res . 83: Mrs. MINK of Hawaii. 

DELETIONS OF SPONSORS FROM 
PUBLIC BILLS AND RESOLUTIONS 

Under clause 4 of rule :XXII, sponsors 
were deleted from public bills and reso
lutions as follows: 

H.R. 1636: Mr. BAESLER. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's 
desk and referred as follows: 

19. The SPEAKER presented a petition of 
the New Jersey State Federation of Women's 
Clubs, relative to two Resolutions which 
were adopted by the New Jersey State Fed
eration of Women's Clubs at their annual 
Convention, May, 1997; jointly to the Com
mittees on International Relations and Ways 
and Means. 

AMENDMENTS 

Under clause 6 of rule XXIII, pro
posed amendments were submitted as 
follows: 

H.R. 1775 

OFFERED BY: MR. SANDERS 

AMENDMENT No. 1: At the end of title I , add 
the following new section: 
SEC. 105. LIMITATION ON AMOUNTS AUTHORIZED 

TO BE APPROPRIATED. 

(a) LIMITATION .- Except as provided in sub
section (b), notwithstanding the total 
amount of the individual authorizations of 
appropriations contained in this Act, includ
ing the amounts specified in the classified 
Schedule of Authorizations referred to in 
section 102, there is authorized to be appro
priated for fiscal year 1998 to carry out this 
Act not more than 90 percent of the total 
amount authorized to be appropriated by the 
Intelligence Authorization Act for Fiscal 
Year 1997. 

(b) ExcEPTION.-Subsection (a) does not 
apply to amounts authorized to be appro
priated for the Central Intelligence Agency 
Retirement and Disability Fund by section 
201. 
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