
101ST CONaEsR 1 R]POT
1st Session HOUSE OF REPRESENTATIVES 101-261

PROVIDING FOR THE FURTHER CONSIDERATION OF
H.R. 3299

Szprxraz 26, 1989.-Referred to the House Calendar and ordered to be printed

Mr. DzEUICK, from the Committee on Rules,
submitted the following

REPORT

[To accompany H. Res 249]

The Committee on Rules, having had under consideration House
Resolution 249, by nonrecord vote, report the same to the House
with the recommendation that the resolution do pass.

SECTION 1

The following are the amendments considered to have been-
adopted in the House and in the Committee of the Whole.

Strike out section 10412 of the bill and insert the following:
SEC. 10412. DUTY REDUCTION FOR CERTAIN LEATHER-RELATED PROD-

UCIM
(a) IN GENmA.-Section 213 of the Caribbean Basin Economic

Recovery Act (19 U.S.C. 2703) is amended by adding at the end
thereof the following new subsection:

"(hX)(1) The rate of duty on any handbag, luggage, flat good, work
glove, or leather wearing apparel that-

"(A) is a product of a beneficiary country; and
"(B) was not designated on August 5, 1983, as an eligible ar-

ticle for the purpose of the generalized system of preferences
under title V of the Trade Act of 1974;

is a rate equal to 50 percent of the general column 1 rate of duty
under the HTS that would apply to such article but for this para-

"(2) The President shall proclaim the rates of duty imposed
under paragraph (1).

"(3) The duty applied under paragraph (1) to an article. is in lieu
of the duty provided for that article under general column 1 of the

i-rrs



2.

(b) CorNoRahNo ABmNrmo NT.-Section 213(b) of such Act is
amended-

(1) by striking out ", handbags, luggage, flat goods, work
glove, and leather wearing apparel in paragraph (2

(2) by striking out "or" at the end of paragraph (4);
(3) by striking out the period at the end of paragraph (5) and

inserting "; or'; and
(4) by adding at the end thereof the following new para-

gr6) articles to which reduced rates of duty apply under sub-
section (h).".

On page 702, delete the item relating to '"Importation of Radio
Frequency Devices" under "Miscellaneous Charges" and redesig-
nate the following items accordingly.

Strike section 8002 and insert the following.
SEC. 8002. FUNDING OF COST-OF-LIVING ADJUSTMENTS FOR CERTAIN

POSTAL SERVICE ANNUTANTS AND SURVIVOR ANNUITANTS.
(a) IN GzasmL--Section 8348 of title 5, United States Code, is

amended by adding at the end the following.
"(mX1) otwithstn any other provision of law, the United

States Postal Service shall be liable for that portion of any estimat-
ed increase in the unfunded liability of the Fund which is attribut-
able to any benefits payable from the Fund to former employees of
the Postal Service who first become annuitants by reason of sepa-
ration from the Postal Service on or after October 1, 1986, or to
their survivors, or to the survivors of individuals who die on or
after October 1, 1986, while employed by the Postal Service, when
the increase results from a cost-of-living adjustment under section
8340 of this title.

"(2) The estimated increase in the unfunded liability referred to
in paragraph (1) of this subsection shall be determined by the
Office ater consultation with the Postal Service. The Postal Serv-
ice shall pay the amount so determined to the Office in 15 equal
annual installments with interest computed at the rate used in the
most recent valuation of the Civil Service Retirement System, and
with the first payment thereof due at the end of the fiscal year in
which the cost-of-living adjustment with respect to which the pay-
ment relates becomes effective.

"(8) In determining the amount for which the Postal Service is
liable under this subsection in cases in which the benefits involved
are based on service of an individual who performed 1 or more
forms of service besides employment with the Postal Service, the
amount of the Postal Service's liability shall be prorated to reflect
only that portion of total service which is attributable to employ-
ment with the Postal Service."

(b) EFFrcvrw DAT: SIzz OF ANNUAL INTrALLxNTrs To FUND
EARLTR COLAs; ADDITImoNAL AMOUNT INITIALLY PAYABLE.-

(1) EFFcrv DAT&-This section and the amendment made
by this section shall be effective as of October 1, 1986.

(2) SIZm OF ANNUAL INBsrALLLNTs TO FUND PREVIOUS YEARS'
COLAs.-Notwithstanding any provision of section 8348(m) of
title 5, United States Code (as added by subsection (a)), the esti-
mated increase in the unfunded liability referred to in para-
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graph (1) of such section 8348(m) shall be payable based on
annual installments equal to-

(A) $100,000 each, with respect to the cost-of-living ad-
justment which took effect in fiscal year 1987;

(B) $6,000,000 each, with respect to the cost-of-living ad-
justment which took effect in fiscal year 1988; and

(C) $15,000,000 each, with respect to the cost-of-living ad-
justment which took effect in fiscal year 1989.

(3) ADDITIONAL AMOUNT PAYABLE-
(A) GEIERALLY.-The first payment made under the pro-

visions of section 8348(m) of title 5, United States Code (as
added by subsection (a)) shall include, in addition to the
amount which would otherwise be payable at that time, an
amount equal to the sum of any amounts which would
have been due under those provisions in any prior year if
this section had been enacted before October 1, 1986.

(B) COMPUTATION METHOD.--Subject to paragraph (2), the
additional amount payable under this paragraph shall be
computed in accordance with section 8348(m) of title 5,
United States Code (as added by subsection (a)), and shall
include interest. Interest on an amount-

(i) shall be computed at the rate used in the most
recent valuation of the Civil Service Retirement
System;

(ii) shall accrue, and be compounded, annually; and
(iii) shall be computed for the period beginning on

the date by which such amount should have been paid
(if this section had been enacted before October 1,
1986) and ending on the date on which payment is
made.

At the end of the bill insert the following new title:

TITLE XII-MISCELLANEOUS

SEC. 12001. SECTION 202(b) EXCEPTION.
Any transfer of outlays, receipts, or revenues from one fiscal

year to an adjacent fiscal year that occurs pursuant to any provi-
sion of this Act or any amendment made by this Act shall be con-
sidered a necessary (but secondary) result of a significant policy
change as provided in section 202(b) of the Balanced Budget and
Emergency Deficit Control Reaffirmation Act of 1987.

AN AMENDMENT TO H.R. 3299 AS REPORTED

Insert after Section 3403 of the bill the following.
SEC. 3404. APPLICATION OF OTHER ACTS.

Title IX of the Education Amendments of 1972 (as amended)
shall be deemed applicable to any program or activity assisted
under any provision of subtitle E, or of any amendment made by
such subtitle E, to the same extent and in the same manner as any
program or activity included within the meaning of such term
under such title IX. References in subtitle E, or any amendment
made by subtitle E, to section 654 of the Head Start Act shall be
construed so as to be consistent with such title IX.
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SErION 2
The following are the amendments made in order under House

Resolution 249.

1. AN AMENDMENT To BE OFFERED BY RRPREENTATIV ROUKMA OF
NEW JEREY, OR HER DESIONEE, DEBATABLE FOR NOT To EXCEED
60 MINUTe, To Ba EQUALLY DIVIDED AND CONTROLLED BY THE
PROPONENT OF THE AMENDMENT AND A MKMBER OPPOSED THERE-
TO

On page 149, strike out line 1 and all that follows through page
150, line 22 and redesignate succeeding subsections accordingly.

2. AN AMENDMENT To Ba OFFEED BY REPRREsNTATIVE DORGAN OF
NORTH DAKOTA, OR HIs DEBIGNEE, DEBATABLE FOR NOT TO ExcEED
60 MINUTrE, To BE EQUALLY DIVIDED AND CONTROIJ!n BY THE
PRoPONENT OF THE AMENDMENT AND A MEMBER OPPoSm THE'rTO
In title XI of the bill, strike parts IV and V of subtitle C.
In title XI of the bill, strike part I of subtitle C and insert the

following.

PART I-REPEAL OF SECrION 89 NONDICRMINATION RULEs
SEC. 11301. REPEAL OF SECTION 89.

(a) IN G.Ns.-- .- Section 89 (relating to benefits provided under
certain discriminatory employee benefit plans) is hereby repealed.

(b) CLERICAL AuxNDMoNT.-The table of sections for part II of
subchapter B of chapter 1 is amended by striking the item relating
to section 89.

(c) EFFrwrv DATE-The amendments made by this section shall
take effect as if included in section 1151 of the Tax Reform Act of
1986.
SEC. 1102 REINSTATEMENT OF PRE-1988 ACT NONDISCRIMINATION

RULE&
(a) IN GENEA--

(1) Each provision of law amended by subsection (b), (c),
(dX1), or (g) of section 1151 of the Tax Reform Act of 1986 is
amended to read as if the amendments made by such subsec-
tion had not been enacted.

(2) Each provision of law amended by paragraph (22), (27), or
(31) of section 1011B(a) of the Technical and Miscellaneous
Revenue Act of 1988 is amended to read as if the amendments
made by such paragraph had not been enacted.

(3) Subparagraph (A) of section 125(gX3) (as in effect on the
day before the date of the enactment of the Tax Reform Act of
1986) is amended by striking "subaragrap h (B) of section
410(bX1)" and insertg "section 410(bX2XAXi)

(4) Section 162(1X2) IS amended by striking subparagraph (B)
and redesignating subparagraph (C) as subparagraph (B).

(5) Subparagraph (C) of section 401(aX9) is amended-
(A) by striking "(as defined in section 89(iX4)Y', and
(B) by adding at the end the following "For purposes of

this subparagraph, the term 'church plan' means a plan
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maintained by a church for church employees, and the
term 'church means any church (as defined in section
3121(wX3XA)) or qualified church-controlled organization
(as defined in section 3121(wX3XB))."

(6XA) Subparagraph (C) of section 414(nX3) is amended by
striking "89,'.

(B) Paragraph (1) of section 414(r) is amended by striking
"sections 89 and" and inserting "section".

(C) Paragraph (2) of section 414(t) is amended by striking
"89,".

(7) Sections 3021(c) and 6070 of the Technical and Miscellane-
ous Revenue Act of 1988 are hereby repealed.

(b) ExcmarroNs.-
(1XA) Paragraph (7) of section 79(d) (as in effect on the day

before the date of the enactment of the Tax Reform Act of
1986) is amended to read as follows:

"(17) EXEMpTON FOR CHURCH PLANS.-This subsection shall
not apply to any plan maintained by a church for church em-
ployees. For purposes of the preceding sentence, the term
church' means any church (as defined in section 3121(wX3XA))
or qualified church-controlled organization (as defined in sec-
tion 3121(wX3XB))."

(B) Unless the employer otherwise elects, the reference to
section 79(d) in section 223(dX2) of the Tax Reform Act of 1984
shall be treated as a reference to such section as in effect on
the day before the date of the enactment of the Tax Reform
Act of 1986.

(2) Paragraph (2) of section 125(d) (as in effect on the day
before the date of the enactment of the Tax Reform Act of
1986) is amended to read as follows:

"(2) DiFagrza COMPENSATION PLANS ZXCLUDKD.-
"(A) IN oGzNEAL.-The term 'cafeteria plan' does not in-

clude any plan which provides for deferred compensation.
"(B) EXCEPTION FOR CASH AND DEFERRED ARRANGE-

M&ENTs.-Subparagraph (A) shall not apply to a profit-shar-
ing or stock bonus plan or rural electric cooperative plan
(within the meaning of section 401(kX7)) which includes a
qualified cash or deferred arrangement (as defined in sec-
tion 401(kX2)) to the extent of amounts which a covered
employee may elect to have the employer pay as contribu-
tions to a trust under such plan on behalf of the employee.

"(C) EXCEPTION FOR CERTAIN PLANS MAINTAINED BY EDU-
ATIONAL nsrrTmmONS.-Subparagraph (A) shall not apply

to a plan maintained by an educational organization de-
scribed in section 170(bX1XAXii) to the extent of amounts
which a covered employee may elect to have the employer
pay as contributions for post-retirement group life insur-
ance if-

"(i) all contributions for such insurance must be
made before retirement, and

"(ii) such life insurance does not have a cash surren-
der value at any time.



For purposes of section 79, any life insurance described in
the preceding sentence shall be treated as group-term life
insurance."

(c) EmcrIvE DATL--The amendments made by this section shall
take effect as if included in section 1151 of the Tax Reform Act of
1986.
SEC. 1108. OTER PROVISIONS RELATING TO NONTAXABLE BENEFITS.

(a) DEPNDENT CARE ABssrTANcE.-Paragraph (1) of section 129(d)
(defining dependent care assistance program) is amended by adding
at the end the following new sentence: "If any plan described in
subparagraph (A) fails to meet the requirements referred to in sub-
paragraph (B), notwithstanding such failure, such plan shall be
treated as a dependent care assistance program in the case of em-
ployees who are not highly compensated employees."

(b) APPLICATION OF LINg oF ButgNBs TERT FOR PERIOD BEFORz
GUIDmNEB IssuD.-In the case of any plan year beginning on or
before the date the Secretary of the Treasury (or the delegate of
the Secretary) issues guidelines under section 404(rX2XC) of the In-
ternal Revenue Code of 1986 (and begins issuing determination let-
ters with respect to such section), an employer meeting the require-
ments of subparagraphs (A) and (B) of section 414(rX2) of such Code
with respect to a line of business may treat it as a separate line of
business if the employer reasonably determines it to be separate.

(c) EEcmrv DsTe.-
(1) The amendments made by subsection (a) shall apply to

years beginning after December 31, 1988.
(2) The provisions of subsection (c) shall apply to years begin-

ning after December 31, 1986.
Conform the table of contents for title XI accordingly.

3. AN AMrND8gNT To BE OFFErBD BY REPRBsNTATrIV ANDERSON
OF CALIFoRNIA, OR His DEGNE, DBATABLE FoR NOT TO EXCEED
60 MNUM, To BE EQALLY DIVIDD AND CoNTROLLED BY THE
PROPONENT OF THE AMENDMENT AND A MEIMBmR OPPOsED TEEEE-
TO

In section 11502 of the bill, strike subsection (c).

4. AN AMND-MiNT To BE OrFFm BY RIPRnBENTATIVE ROSTENKOW-
SKI OF IhLINOIs, OR R PRBNTATIVRE GEPARDT OF MISSOURI, OR
THzm DEIGNE, DEBATABLE FOR NOT To EXCEED 2 HOURS, To BE
EQUALLY DIVIDmD AND CONTROLLED BY TIn PRoPoNENT OF THE
AMENDMENT AND A MEMBER OPPOSED THERETO

Strike so much of subtitle J of title XI as precedes part m there-
of and insert the following.
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Subtitle J-Expansion of IRA Deduction; Elimination of Provision
Reducing Marginal Rate for High-Income Individuals

PART I-EXPANSION OF IRA DEDUCTION
SEC. 11951. ACTIVE PARTICIPANTS ALLOWED DEDUCTION FOR 50 PER-

CENT OF CONTRIBUTIONS.
(a) GENERAL RuLs--Paragraph (1) of section 219(g) (relating to

limitation on deduction of active participants in certain pension
plans) is amended to read as follows:

"(1) IN OGNLRAL--If (for any part of any plan year ending
with or within a taxable year) an individual or the individual's
spouse is an active participant, the amount allowed as a deduc-
tion under subsection (a) for such taxable year shall be the
sum of-

"(A) 100 percent of the amount which would have been
allowable for such taxable year if each of the dollar limita-
tions contained in subsections (bX1lXA) and (cX2) were re-
duced (but not below zero) by the amount determined
under paragraph (2), plus

"(B) 50 percent of the excess of-
"(i) the amount which would have been allowable

for such taxable year without regard to this subsec-
tion, over

"(ii) the amount determined under subparagraph
(A)."

(b) DIwALLowANcz OF DEnucION FOR INTEREST ON LOAN IN-
CURRoD To MAKE IRA CoNTmsuTnoN.-Subsection (h) of section 163
(relating to disallowance of deduction for personal interest) is
amended by adding at the end thereof the following new para-
graph:

"(6) INrEREsT ON LOAN INCURRED TO M E IRA CONTRIBU-
TION.-In the case of any interest which is paid or accrued on
indebtedness incurred for purposes of making a contribution to
an individual retirement plan-

"(A) for purposes of this subsection, such interest shall
be treated as personal interest (and the provisions of para-
graph (5) shall not apply), and

"(B) such interest shall not be treated as investment in-
terest for purposes of subsection (d)."

(c) CONFORINaG AMENDMLNTS.-
(1) Subsection (o) of section 408 is amended by striking para-

graphs (1), (2), and (3) and inserting the following.
"(1) IN oRNRAI-- Qualified nondeductible contributions may

be made on behalf of an individual to an individual retirement
plan.

"(2) QUALIFIED NONDEDUCTIBLE CONTRBIBTIONs.-For purposes
of this subsection-

"(A) IN GoENRAL--The term 'qualified nondeductible
contribution' means the portion of any contribution for a
taxable year beginning after December 31, 1989, to an indi-
vidual retirement plan which is not allowable as a deduc-
tion under section 219 solely by reason of subsection (g)(1)
thereof.
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"(B) YEAas BEFORE 1990.-The term 'qualified nondeduct-
ible contribution' includes any contribution to an individ-
ual retirement plan for any taxable year beginning before
January 1, 1990, which was a designated nondeductible
contribution (as defined in this subsection as in effect on
the day before the date of the enactment of the Revenue
Reconciliation Act of 1989).

"(C) TAXPAYER MAY ELeCT TO TREAT DRDUCIRLE CON'r-
BUTlONs As NONDEDucrrm. -If a taxpayer elects not todeduct any contribution which (without regard to this sub-
paragraph) is allowable as a deduction under section 219,
such contribution shall be treated as a qualified nonde-
ductible contribution.

"(8) TIE° WHEN CONTBrImunON MAD.--In determining for
which taxal year a contribution is made, the rules of section219(f3) shal apply."

(2) Parrah () of section 219(f) is amended by striking
'408(oX2Bii' and insertina "408(oX2XC)"

(3) ections 408(oX4) and 6693(b) are each amended by strik-
ing "designated nondeductible" each place it appears (includ-
im in any heading) and inserting "qulified ble".

(4XA) The section heading for section 6693 is amended bystriking "DVIGNAT'D" and inserting "QUAIE.D".
(B) the item relating to section 6693 in the table of sections

for part I of subchapter B of chapter 68 is amended by striking
designated" and inserting "qual" fied"

(d) Emcrws DATE.--The amendments made by this section shall
apply to contributions for taxable years beginning after December

SEC .119L. DISTRIBUTIONS FROM INDIVIDUAL RETIREMNT PLANS MAYBE USED WITHOUT PENALTY TO PURCHASE FIRST HOME ORTO PAY HIGHER EDUCATION EXPENSE8
(a) IN GI E- A.-Paragraph (2) of section 72(t) (rela to exceD-tions to xl-percent additional tax on early distributions from quali-fied retirement plans) is amended by adding at the end thereof thefollowing new subparagraphi

"(E) DIsTRBUTIONs FROM INDrvIDUAL rETrIEm T PLANS FOR
FIRST HOME PURCHASE OR EDUCATIoNAL gPxENsE.-The follow-
ing distributions to an individual from an individual retire-
ment plan:

"(i) F sT-TmR HOMBUYBRS.-Qualified first-time home-
buyer distributions (as defined in paragraph (6)).

(ii) HIGHO EDUCATION XPEN ES.-Distributions (otherthan distributions described in subparagraph (A) or in
clause (i)) to the extent such distributions do not exceed
the qualified higher education expenses (as defined in
paragraph (7)) of the taxpayer for the taxable year."

(b) DarrmoNs.-Section 72(t) is amended by adding at the endthereof the following new paragraphs.
"(6) QuAi rrE IrT-M HOMERUYMRs DISTRBUTIONs.-For

purposes of paragraph (2XEXi-
"(A) IN aEw.Lo--The term 'qualified first-time home-buyer distribution' means any payment or distribution re-

ceived by a first-time homebuyer from an individual retire-

ment plan to the extent such payment or distribution is
used by the individual before the close of the 60th day
after the day on which such payment or distribution is re-
ceived to pay qualified acquisition costs with respect to a
principal residence for such individual.

"(B) QUALIFrIED ACQUISION comss.-For purposes of this
paragraph, the term 'qualified acquisition costs' means the
costs of acquiring, constructing, or reconstructing the resi-
dence. Such term includes any usual or reasonable settle-
ment, financing, or other closing costs.

"(C) FeIM HOMEBUYER; O DrFINTMIONS.-For
purposes of this paragraph-

"(i) FuRSTrMr HOMEBUYTE--The term 'first-time
homebuyer' means any individual if such individual
(and, if married, such individual's spouse) had no
present ownership interest in a principal residence
during the 3-year period ending on the date of acquisi-
tion of the principal residence to which this paragraph
applies.

'(ii) PaINCIPAL aREmIDmcz.-The term 'principal resi-
dence' has the same meaning as when used in section
1034.

"(iii) DATE or ACQUISrnoN.-The term 'date of acqui-
sition' means the date on which a binding contract to
acquire, construct, or reconstruct the principal resi-
dence to which subparagraph (A) applies is entered
into.

"(C) SPECCAL RULE WHERE DELAY IN ACQUISrTION.-If-
"(i) any amount is paid or distributed from an indi-

vidual retirement plan to an individual for purposes of
being used as provided in subparagraph (A), and

"(ii) by reason of a delay in the acquisition of the
residence, the requirements of subparagraph (A)
cannot be met,

the amount so paid or distributed may be paid into an-
other individual retirement plan as provided in section
408(dX3XA)i) without regard to section 408(dX3XB), and, if
so paid into such other plan, such amount shall not be
taken into account in determining whether section
408(dX3XAXi) applies to any other amount.

"T) QUALIFIED HIGHR EDUCATION EXPIENmS.-For purposes
of paragraph (2XEXii), the term 'qualified higher education ex-
penses' has the meaning given such term by section 135(cX2),
reduced-

"(A) as provided in section 135(dXl), and
"(B) by any amount excludable from gross income for

the taxable year under section 135 (relating to income
from United States savings bonds used to pay higher edu-
cation expenses)."

(c) EFmcrw DATE.-The amendments made by this section shall
apply to payments and distributions after December 31, 1989, in
taxable years ending after such date.
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PART II-ELIMINATIN OF PROVISION REDUCIN MARINAL TAX

RATE FOR HIGH-INCO ImrDIvIDUALB
SC 1196s1. ELIMINATION OF PROVISION REDUCING MARGINAL TAX RATE

FOR HIIGH-INCOIME INDIVIDUALS
(a) IN G A.---Section 1 (relating to tax imposed) is amend-

ed-
(1) by striking the item beginning "Over $29,750" and allthat follows in subsection (a) (relating to married individuals

filing joint returns and surviving spouses) and inserting the
following new items:

"Over $29,750 but not over $71,900 $4,462.50. nplu 28 of + 1 _
Over $71,900 $29,16 60.- - - -. ' OVer

$16,264L , plus 83% of the exces over

(2) by striking the item beginning "Over $23,900"' and all
that follows in subsection (b) (relating to heads of households)and inserting the following new items:

"Over $28,900 but not over $6L650 B s 28% of the excr over

Over $61,650 $14,155, 6 us 83% of the excem over

(3) by striking the item beginning "Over $17,850" and all
that follows in subsection (c) (relating to unmarried individ-uals, other than surviving spouses and heads of households)
and inserting the following new items:

"Over $17,850 but not over $48,150 $2 ,677 5 lum 28% of the e76 over

Over $48,150 $Sl7 61.5O,)pl 88% of the exces over

(4) by striking the item beginning "Over $14,875" and all
that follows in subsection (d) (relating to married individualsfiling separate returns) and inserting the following new items:

"Over $14,875 but not over $85,950 $28 1 u25, su 28% of the exc over
Over $,950 $8,182., plus 83% of the excess over

and
(5) by striking the item beginning "Over $5,000" and all that

follows in subsection (e) (relating to estates and trusts) and in-serting the following new items:

"Over $5,000 but not over $18,000
Over $13,000
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$760, plus 28% of the excel over $5,000$2,990, ,, 88% of the excem over
$18,W0i.

(b) REPEAL OF PHABEOUT.-
(1) IN GENERAL-Section 1 is amended by striking subsection

(g) (relating to phaseout of 15-percent rate and personal exemp-
tions).

(2) CONFORMINO AMENrDMrNT.-Subparagraph (A) of section
1(f(6) (relating to adjustments for inflation) is amended by
striking "subsection (gX4),".

(c) 28 PsaCENr M.AXIMUM CAPrrAL GANs RATE.-Subsection (j) of
section 1 (relating to maximum capital gains rate) is amended to
read as follows:

"(j) MAXIMUM CAPrrAL GAmNS RATE.-If a taxpayer has a net cap-
ital gain for any taxable year, then the tax imposed by this section
shall not exceed the sum of-

"(1) a tax computed at the rates and in the same manner as
if this subsection had not been enacted on the greater of-

"(A) taxable income reduced by the amount of the net
capital gain, or

'(B) the amount of taxable income taxed at a rate below
28 percent, plus

"(2) a tax of 28 percent of the amount of taxable income-in-
excess of the amount determined under paragraph (1).

For purposes of the preceding sentence, the amount taken into ac-
count as the net capital gain for any taxable year shall not exceed
the amount which would be the net capital gain for such year if
gains and losses from sales and exchanges of collectibles (as defined
in section 408(m) without regard to paragraph (3) thereof) were not
taken into account."

(d) EFFrcrrvE DATE.-The amendments made by this section shall
apply to taxable years beginning after December 31, 1989.
SEC. 11962. ACCELERATION OF DEPOSIT REQUIREMENTS.

(a) IN GENzRaL---Section 6302 (relating to mode or time for col-
lection), as amended by section 11504, is amended by redesignating
subsection (f) as subsection (g) and by inserting after subsection (e)
the following new subsection:

"(f) DEPosrrs OF SOCIAL SscuRITY TAXzs AND WTHmELD INCOME
TAXEs.-If, under regulations prescribed by the Secretary, a person
is required to make deposits of taxes imposed by chapters 21 and 24
on the basis of eighth-month periods, such person shall make de-
posits of such taxes on the 1st banking day after any day on which
such person has $500,000 or more of such taxes for deposit. Rules
similar to the rules of section 5061(eX3) shall apply to the dollar
amount applicable under the preceding sentence.'

(b) EFFrcrwv DATE.-
(1) IN OGNERAL-The amendment made by subsection (a)

shall take effect on January 1, 1990.
(2) SPECIAL RULE FOR 1990.-In the case of any amount which

(but for this paragraph) would be required to- be deposited
during calendar year 1990 under the amendment made by sub-
section (a), the amendment made by subsection (a) shall apply
to 60 percent of such amount.
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(3) SPECIAL RULE FOR 1991.-In the case of any amount which
(but for this paragraph) would be required to be deposited
during calendar year 1991 under the amendment made by sub-
section (a), the amendment made by subsection (a) shall apply
only to 70 percent of such amount.

PART I--DEFICIT REDUCTION TRUST FUND

SEC. 11971. DEFICIT REDUCTION TRUST FUND.

(a) CRRATION OF TRUST FUND.-There is established in the Treas-
ury of the United States a trust fund to be known as the "Deficit
Reduction Trust Fund".

(b) TRANSFsz TO ACCOUNT Or NEW ADDITIONAL REVENUE.-
(1) IN GENERA--The Secretary of the Treasury (hereinafter

in this section referred to as the "Secretary") shall, from time
to time, transfer to the Deficit Reduction Trust Fund the
amount of the qualified net additional revenues received in the
Treasury.

(2) QuALIFnD NET ADDITIONAL RrEvNuEs.-For purposes of
this subsection-

(A) IN GENRAL--The term "qualified net additional rev-
enues" means the net amount by which the amendments
made by parts I and II of this subtitle increase the amount
of revenue received in the Treasury.

(B) SPECIAL RULE FOR FISCAL YEARS BEFORE 1995.-In the
case of any fiscal year before fiscal year 1995, the amount of
the qualified net additional revenue for such year shall be
determined under the following table:

In the cae of fcal yOr: The qualflMed net addItional revenues
are

1990 ....... ......... .......... $1,021,000,000
1991 .................................................................. 1,140,000,000
1992 ............. ................. ...... ... ............ 8 ,997,000,000
1998 . ............... .... . 8,641,000,000
1994 . ... ... ..... . ................................................ 10,40,000,000.

(3) ESTIMATBs.-For fiscal years after 1994, the amounts
transferred to the Deficit Reduction Trust Fund shall be made
on the basis of estimates made by the Secretary of the quali-
fied net additional revenues. Proper adjustments shall be made
in the amounts subsequently transferred to the extent prior es-
timates were in excess of or less than the amounts required to
be transferred.

(c) Uss or AMOUNTs IN TRUST FuND.-The Secretary shall use
the amounts in the Deficit Reduction Trust Fund to redeem, or buy
before maturity, obligations of the Government which are included
in the public debt. Any obligation of the Government which is paid,
redeemed, or bought with money from the Deficit Reduction Trust
Fund shall be cancelled and retired and may not be reissued.

Redesignate part HI of subtitle J of title XI of the bill as part IV.
Strike section 11632 of the bill.
Amend the table of contents accordingly.
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5. AN AMxENDMNT To BE OFFERED BY RPREsPNTATIVE OXLY OF
OHIO, OR His DEBIGNEE, DEBATABLE FOR NOT To ExcEED 30 MIN-

Trss, To BE EQUALLY DivIDm AND CONTROLLED BY TE PROPO-
NENT OF THE AMNDMENT AND A MEMER OPPOSED THERETro

Page 707, beginning on line 3, strike out all of subsection (b) of
section 4702 through page 709, line 24, and redesignate the succeed-
ing subsection accordingly.

6. AN AMENDMENT To BE OFFrED BY REPRESENTATIVE DONNELLY
OF MASSACHUsEIS, OR HIs DESIGNEE, DEBATABLE FOR NOT To
EXCgED 60 MINurE, To BE EQUALLY DIVIDED AND CONTROLLED BY
THE PROPONENT OF THE AMENDMENT AND A EMBR OPPOSED
THERETO

Amend part F of subtitle.B of title X (relating to revisions to the
Medicare Catastrophic Coverage Act of 1988) to read as follows
(and conform the table of contents of such subtitle accordingly)

PART F-RP-EAL OF MEDICARE PROVISIONS IN THE MEDICARE
CATASTROPHIC COVERAGE Acr OF 1988

Subpart 1-Provisions Relating to Part A of Medicare Program and
Supplemental Medicare Premium

SEC. 10181. REPEAL OF EXPANSION OF MEDICARE PART A BENEFIS -

(a) IN GKNKRAL-
(1) GENERAL RULL-Except as provided in paragraph (2), sec-

tions 101, 102, and 104(d) (other than paragraph (7)) of the
Medicare Catastrophic Coverage Act of 1988 (Public Law 100-
360) (in this part referred to as "MCCA") are repealed, and the
provisions of law amended or repealed by such sections are re-
stored or revived as if such section had not been enacted.

(2) EXCEPTION FOR BLOOD DEDUCTION.-The repeal of section
102(1) of MCCA (relating to deductibles and coinsurance under
part A) shall not apply, but only insofar as such section
amended paragraph (2 of section 1813(a) of the Social Securi-
ty Act (relating to a deduction for blood).

(b) TRANsmTION PROVISIONS FOR MEDICARE BENEFIcIARIES.-
(1) INPATIENT HOSPITAL SERVICES AND POST-HOSPITAL EXTENDED

CARE SERVICES.-In applying sections 1812 and 1813 of the
Social Security Act, as restored by subsection (aX1), with re-
spect to inpatient hospital services and extended care services
provided on or after January 1, 1990-

(A) no day before January 1, 1990, shall be counted in
determining the beginning (or period) of a spell of illness;

(B) with respect to the limitation on such services pro-
vided in a spell of illness, days of such services before Jan-
uary 1, 1990, shall not be counted, except that days of in-
patient hospital services before January 1, 1989, which
were applied with respect to an individual after receiving
90 days of services in a spell of illness (commonly known
as 'lifetime reserve days") shall be counted;
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(C) the limitation of coverage of extended care servicesto post-hospital extended care services shall not apply to
an individual receiving such services from a skilled nurs-
ing facility during a continuous period beginning before(and including) January 1, 1990, until the end of the period
of 30-consecutive days in which the individual is not pro-vided inpatient hospital services or extended care services;
and

(D) the inpatient hospital deductible under section
1813(aX1) of such Act shall not apply-

(i) in the case of an individual who is receiving inpa-
tient hospital services during a continuous period be-
ginning before (and including) January 1, 1990, with
respect to the spell of illness beginning on such date, if
such a deductible was imposed on the individual for a
period of hospitalization during 1989;

(ii) for a spell of illness beginning during Januarv1990, if such a deductible was imposed on the individ-
ual for a period of hospitalization that began in De
cember 1989; and

(iii) in the case of a spell of illness of an individual
that began before January 1, 1989, and has not ended
as of Januray 1, 1990.

(2) HoePic cARm-The restoration of section 1812(aX4) of theSocial Security Act, effected by subsection (aX1), shall notapply to hospice care provided during the subsequent period(described in such section as in effect on December 31, 1989)with respect to which an election has been made before Janu-
ary 1, 1990.

(3) TE r&iATioN OF HOLD HARMLS PROVISIONS.--SeCtion104(b) of MCCA is amended by striking "or 1990" each place itappears.
(C) TgUINATION OF TANwsmoNAL Awxrrzi~ IN PAYMNTSFOR INPATUINT HOSPITAL SgvMICSs.-

(1) PPS aosrus.-- ection 104(cXl) of MCCA is amended by
inserting "and before January 1, 1990," after "October 1,1988,".

(2) PPS- r HOserriaT.--Section 104(cX2) of MCCA isamended-
(A) by insertin, "and before Januray 1, 1990," afterJanuary 1, 1989,'; and
(B) by striking the period at the end and inserting the

following: ", without regard to whether any of such benefi-ciaries exhausted medicare inpatient hospital insurance
benefits before January 1, 1989.'

(d) Emprrcv DATE--The provisions of this section shall takeeffect January 1, 1990, except that the amendments made by sub-section (c) shall be effective as if included in the enactment ofMCCA.

SEC. 10182 REPEAL OF SUPPLEMENTAL MEDICARE PREMIUM AND FED-ERAL HOSPITAL INSURANCE CATASTROPHIC COVERAGE RE-SERVE FUND.
(a) IN G-KNwLA-Sections 111 and 112 of MCCA are repealed andthe provisions of law amended by such sections are restored or re-vived as if such sections had not been enacted.
(b) DExAY i SruDY DDLn --Section 113(c) of MCCA is

amended by striking "November 30, 1988" and inserting "May 31,1990".
(c) DisPosAL OF FUNSm IN FDEAL HosPrrAL INSUAXNCa CATA-

STROPImc COVmAGo RESERVE FUND.-Any balance in the Federal
Hospital Insurance Catastrophic Coverage Reserve Fund (createdunder section 1817A(a) of the Social Security Act, as inserted bysection 112(a) of MCCA) as of January 1, 1990, shall be transferred
into the Federal Hospital Insurance Trust Fund and any amounts
payable due to overpayments into such Trust Fund shall be pay-able from the Federal Hospital Insurance Trust Fund.

(d) EFFErCT DATEs.-
(1) IN OGmNEAL.-Except as provided in this subsection, theprovisions of this section shall take effect January 1, 1990.(2) REPEAL OF BcPPLEMENTAL micARm PaUmaIu- -The

repeal of section 111 of MCCA shall apply to taxable years be-ginning after December 31, 1988.

Subpart 2-Provisions Relating to Part B of the Medicare Program
SEC. 1018& REPEAL OF EXPANSION OF MEDICARE PART B BENEFITS

(a) IN GENEA--
(1) GIwmRAL RuLE.-Except as provided in paragraph (2), sec-

tions 201 through 208 of MCCA are repealed and the provisions
of law amended or repealed by such sections are restored or re-vived as if such sections had not been enacted

(2) ExcrPrIoN.-Paragraph (1) shall not apply to subsections
(g) and (mX4) of section 202 of MCCA.

(b) CONrOrMING AMzNDimWrs.--Section 1905(p) of the Social Se-curity Act (42 U.S.C. 1396d(p)) is amended-
(1) in paragraph (3XC)--

(A) by striking "Subject to paragraph (4), deductibles"
and inserting "deductibles", and

(B) by striking "1813, section 1833(b)" and all that fol-
lows and inserting "1813 and section 1833(b))."; and

(2) by striking paragraph (4) and redesignating paragraph (5)as paragraph (4).
(c) EmFPrVE DATE.-The provisions of this section shall takeeffect January 1, 1990.

SEC. 1018& REPEAL OF CHANGES IN MEDICARE PART B MONTHLY PRE-MIUM AND FINANCING.
(a) IN GzaAi.-Sections 211 through 213 (other than section211(b)) of MCCA are repealed and the provisions of law amended orrepealed by such sections are restored or revived as if such sections

had not been enacted.
(b) 1-Tnm TrANsmr O Ni'r ADDITIONAL PRnEMIUM.-There shall

be transferred, as of January 1, 1990, from the Federal Supplemen-

15



16

tary Medical Insurance Trust Fund to the Federal Hospital Insur-
ance Trust Fund an amount equal to-

(1) the amount of the premiums collected pursuant to section
18 39(g) of the Social Security Act, minus

(2) the amount of administrative expenses incurred under
art B of title XVIII of such Act relating to implementation of
CCA, plus
(3) the amount of interest accrued to the Federal Supplemen-

tary Medical Insurance Trust Fund attributable to balance de-scribed in paragraphs (1) and (2).
(C) EmFCrv DATk-The provisions of subsection (a) shall take

effect January 1, 1990, and the repeal of section 211 of MCCA shall
apply to premiums for months beginning after December 81, 1989.
SgC 10187. AMENDMENT OF CERAIN MISCKLLNEOUS PROVISIONS.

(a) RgIvION or M GDIGAP RsuL&TIOq's.-
(1) Section 1882 of the Social Security Act (42 U.S.C. 1 395ss), as
amended by section 221(d) of the Medicare Catastrophic Cover-
age Act of 1988, is amended-

(A) in the third sentence of subsection (a) and in subsec-
tion (bX1), by striking "subsection (kX3Y' and inserting
"subsections (kX3, (s)(4), (m), and (nY';

(B) in subsection (k)-
(i) in paragraph (1XA), by inserting "except as pro-vided in subsection (m)," before "subsection (gX2XA)",

and
(i)n paragraph (3), by striking "subsection (1)" and

inserting "subsetions (1), (m), and (nY'; and
(C) by adding at the end the following new subsections:

"(mX1XA) If, within the 90day period beginning on the date ofthe enactment of this subsection, the National Association of Insur-
ance Commissioners (in this subsection and subsection (n) referred
to as the 'Association') amends the amended NAIC Model Regula-
tion (referred to in subsection (kX1XA) and adopted on September
20, 1988) to reflect the changes in law made by part F of subtitle B
of title X of the Omnibus Budget Reconciliation Act of 1989, subsec-
tion (g)(2A) shall be applied in a State, effective on and after thedate specified in subparagraph (B), as if the reference to the Model
Regulation adopted on June 6, 1979, were a reference to the
amended NAIC Model Regulation (referred to in subsection
(kX1XA)) as amended by the Association in accordance with this
paragraph (in this subsection and subsection (n) referred to as the
revised NAIC Model Regulation').

"(B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the revised NAIC Model Regulation or 1 year after
the date the Association first adopts such revised Regulation.

"(2XA) If the Association does not amend the amended NAIC
Model Regulation, within the 90-day period specified in paragraph
(IXA), the Secretary shall promulgate, not later than 60 days after
the end of such period, revised Federal model standards (in thissubsection and subsection (n) referred to as 'revised Federal model
standards') for medical supplemental policies to reflect the changes
in law made by part F of subtitle B of title X of the Omnibus
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Budget Reconciliation Act of 1989, subsection (gX2XA) shall be ap-
plied in a State, effective on and after the date specified in sub-
paragraph (B), as if the reference to the Model Regulation adopted
on June 6, 1979, were a reference to the revised Federal model stand-
ards.

"(B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the revised Federal model standards or 1 year after
the date the Secretary first promulgates such standards.

"(3) Nothwithstanding any other provision of this section (except
as provided in subsection (n))-

"(A) no medicare supplemental policy may be certified by the
Secretary pursuant to subsection (a),

"(B) no certification made pursuant to subsection (a) shall
remain in effect, and

"(C) no State regulatory program shall be found to meet (or to
continue to meet) the requirements of subsection (bX1XA),

unless such policy meets (or such program provides for the applica-
tion of standards equal to or more stringent than) the standards set
forth in the revised NAIC Model Regulation or the revised Federal
model standards (as the case may be) by the date specified in para-
graph (1XB) or (2XB) (as the case may be).

"(nX1) Until the date specified in paragraph (4), in the case of a
qualifying medicare supplemental policy described in paragraph (3)
issued in a State-

"(A) before July 1, 1990, the policy is deemed to remain in
compliance with the standards described in subsection (bX1XA)
if the insurer issuing the policy complies with the transition
provision described in paragraph (2), or

"(B) on or after July 1, 1990, the policy is deemed to be incompliance with the standards described in subsection (bX1XA)
if the insurer issuing the policy complies with the revised
NAIC Model Regulation or the revised Federal model stand-
ards (as the case may be) before the date of the sale of the
policy.

"(2) The transition provision described in this paragraph is-
"(A) such transition provision as the Association provides, by

not later than December 15, 1989, so as to provide for an ap-
propriate transition to reflect the changes in benefits under
this title made by part F of subtitle B of title X of the Omnibus
Budget Reconciliation Act of 1989, or

"(B) if the Association does not provide for a transition provi-
sion by the date described in subparagraph (A), such transition
provision as the Secretary shall provide, by January 1, 1990, so
as to provide for an appropriate transition described in sub-
paragraph (A).

"(3) In paragraph (1), the term 'qualifying medicare supplemen-
tal policy means a medicare supplemental policy which has been
issued in compliance with this section as in effect on the datebefore the date of the enactment of this subsection.

"(4XA) The date specified in this paragraph for a policy issued in
a State is-

"(i) the first date a State adopts, after the date of the enact-
ment of this subsection, standards equal to or more stringent

H. Rept. 101-261 0 - 89 - 2
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than the revised NAIC Model Regulation (or revised Federalmodel standards), as the case may be, or

"(ii) the date specified in subparagraph (B),whichever is earlier.
"(B) In the case of a State which the Secretary identifies, in con-sultation with the Association, as-

"(i) requiring State legislation (other than legislation appro-priating funds) in order for medicare supplemental policies tomeet standards described in subparagraph (AXi), but4 '(ii) having a legislature which is not scheduled to meet in1990 in a legislative session in which such legislation may beconsidered,
the date specified in this subparagraph is the first day of the first
calendar quarter beginning after the close of the first legislativesession of the State legislature that begins on or after January 1,
1990. For purposes of the previous sentence, in the case of a Statethat has a 2-year legislative session, each year of such session shallbe deemed to be a separate regular session of the State legislature.

"(5) In the case of a medicare supplemental policy in effect onJanuary 1, 1990, the policy shall not be deemed to meet the stand-ards in subsection (c) unless each individual who is entitled to ben-efits under this title and is a policy holder under such policy onsuch date is sent a notice in any appropriate form by not laterthan January 31, 1990, that explains-
"(A) the changes in benefits under this title effected by part Fof subtitle B of title X of the Omnibus Budget Reconciliiation

Act of 1989, and
"(B) how these changes affect the benefits contained in suchpolicy and the premium for the policy.

(6) In the case of an insurer which had in effect, as of December31, 1988, a medicare supplemental policy with respect to an individ-ual, for which the individual terminated coverage as of January 1,1989 (or the earliest renewal date thereafter), no medicare supple-mental policy of the insurer shall be deemed to meet the standardsin subsection (c) unless the insurer-
"(A) provides written notice, by January 15, 1990, to the indi-vidual (at the most recent available address) of the offer de-scribed in subparagraph (B), and
"(B) offers to the individual, during the period beginning onJanuary 1, 1990, and ending on March 1, 1990, continuation of

coverage under such a medicare supplemental policy (with cov-erage effective as of January 1, 1990), under the terms respect-
ing treatment of preexisting conditions and group rating ofpremium which are at least favorable to the individual as suchterms as existed with respect to the policy as of Decemver 31,1988.".

(2) It is the sense of Congress that States should respond, atthe earliest practicable date after the date of the enactment ofthis Act, to requests by insurers for review and approval ofriders and premium adjustments for medicare supplemental
policies in order to comply with the amendments made byparagraph (1).
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(b) ADJUSTMENT OF CONTRACTS WITH PREPAID HEALTH PLANS.-
Section 222 of MCCA is amended by inserting "and before January1, 1990," after "December 31, 1988,' each place it appears.(c) NcOInc or CHANGEs.--The Secretary of Health and HumanServices shall provide, in the notice of medicare benefits providedunder section 1804 of the Social Security Act for 1990, for a description of the changes in benefits under title XVIII of such Act madeby the amendments made by this part.

(d) MisczLAoNus TECHNICAL COC ION.-Section 221(gX3) ofMCCA is amended by striking "subsection (f)" and inserting "sub-section (e)".
(e) EFFEmcrv DATE.--The provisions of this section shall takeeffect January 1, 1990, except that the amendment made by subeec-tion (d) shall be effective as if included in the enactment of MCCA.

Subpart 3-Miscellaneous Amendments
SEC. 10191. OTHER MISCELLANEOUS AMENDMENTS.

(a) IN GENEaS--Sections 421 through 426 and 427 of MCCA arerepealed and any provision of law amended or repealed by suchsections is restored or revised as if such sections had not been en-
acted.

(b) MmcuL.&N wous TECHNICAL CORRECrIONs.--
(1) Effective as if included in the enactment of the Omnibus

Budget Reconciliation Act of 1987, section 1834(bX4XA) of theSocial Security Act, as added by section 4049(aX2) of the Omni-bus Budget Reconciliation Act of 1987, is amended by striking"insurance and deductibles under section 1835(aX1)()" and in-serting "coinsurance and deductibles under sections
1833(aX1XJ)".

(2) Section 1842(jX1XCXvii) of the Social Security Act, asadded by section 4085(iX7XC) of the Omnibus Budget Reconcili-ation Act of 1987, is amended by striking "accordingly" and in-serting "according".
(3) Section 1886(gX3XAXiv) of the Social Security Act, asadded by section 4006(aX2) of the Omnibus Budget Reconcilia-tion Act of 1987, is amended by striking "may) be" and insert-ing "may be)"
(4) Section 1866(aX)(lXF)(iX) of the Social Security Act isamended by striking "fiscal year))" and inserting "fiscalyear)".
(5) Section 1875(cX7) of the Social Security Act, as added by

section 9316(a) of the Omnibus Budget Reconciliation Act of1986, is amended by striking "date of the enactment of thisAct" and inserting 'date of the enactment of this section".
(6) Section 1842(jX2XB) of the Social Security Act, as amend-ed by section 8(cX2XA) of the Medicare and Medicaid Fraud

and Abuse Patient Protection Act of 1987, is amended by strik-ing "paragraph" and inserting "subsections".
(c) EFECrrWE DATE.--The provisions of this section shall takeeffect January 1, 1990, except that-

(1) the repeal of section 421 of MCCA shall not apply to du-plicative part A benefits for periods before January 1, 1990,and
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(2) the amendments made by subsection (b) shall take effect
on the date of the enactment of this Act.

Subpart 4 -Provisions Relating to Budget Waivers
SEC 10195. EXCLUSION FROM CALCULATION OF DEFICrr OF AMEND-

MENTS MADE BY PART.
The changes in outlays and revenues resulting from the amend-

ments made by this part shall not be counted for fiscal year 1990for purposes of calculating--
(1) the deficit in each budget of the Federal Government sub-

mitted by the President under title 31, United States Code, for
purposes of comparison with the maximum deficit amount in
section 3(7) of the Congressional Budget and Impoundment
Control Act of 1974;

(2) the deficit under section 3(6) of the Congressional Budget
and Impoundment Control Act of 1974 for purposes of compari-
son with the maximum deficit amount in section 3(7) of such
Act; and

(3) the deficit and excess deficit for purposes of sections 251
and 252 of the Balanced Budget and Emergency Deficit Control
Act of 1985.

7. AN AMmRmm-NT To BE OrrRRzD BY REPREENATIV STARK OF
CALORNIm, OR HIs DESI=GN, DmBATABLR FOR NOT TO EXCEED 60
MarNTES, To BE EqUALLY DrvmID AND CONTROLLED BY THE PRO-
PONENT OF THe AMENDMENNT AND A MEMBER OPPOSED THERETO
Amend part F of subtitle B of title X (relating to revisions to the

Medicare Catastrophic Coverage Act of 1988) to read as follows
(and conform the table of contents of such subtitle accordingly):

PART F--REVSION OF MEDICARE PROVISIONS IN THE MEDICARE
CATASTROPHIC COVERAGE Acr OF 1988

SUBPART I-PROVISiONS RELATING TO PART A OF MEDICAR
PROGRAM AND SUPPLEMENTAL MEDICARE PREMIUM

SEC. 10181. REPEAL OF EXPANSION OF MEDICARE PART A BENEFITS.
(a) IN GENmERAIL-

(1) GxNzRAL RULE.-Except as provided in paragraphs (2) and
(3), sections 101, 102, and 104(d) (other than paragraphs (2XC)
and (7)) of the Medicare Catastrophic Coverage Act of 1988
(Public Law 100-360) (in this part referred to as "MCCA") are
repealed, and the provisions of law amended or repealed by
such sections are restored or revived as if such section had not
been enacted.

(2) EXCEPTION FOR BLOOD DEDUCTION.-The repeal of section
102(1) of MCCA shall not apply insofar as such section amend-
ed paragraph (2) of section 1813(a) of the Social Security Act
(relating to a deduction for blood).

(3) EXCEPTION FOR HOSPICE BENEFIT CHANCGE.-The repeal of
section 101 of MCCA shall not apply insofar as such section-
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(A) amended paragraph (4) of subsection (a) of section
1812 of the Social Security Act (relating to hospitce care
benefits), and

(B) amended subsection (d) of such section (relating to a
subsequent extension period of an election).

(b) TRANSITION PROVISIONS FOR MRDICARZ BENEFCIARIEs.-
(1) INPATIENT HosPITAL SERVICES AND POST-HOSPITAL xrRNDED

CARE SRVICES.--In applying sections 1812 and 1813 of the
Social Security Act, as restored by subsection (aX1), with re-
spect to inpatient hospital services and extended care services
provided on or after January 1, 1990-

(A) no day before January 1, 1990, shall be counted in
determining the beginning (or period) of a spell of illness,
except that days of inpatient hospital services before Janu-
ary 1, 1989, which were applied with respect to an individ-
ual after receiving 90 days of services in a spell of illness
(commonly known as "lifetime reserve days") shall be
counted;

(B) the limitation of coverage of extended care services
to post-hospital extended care services shall not apply to
an individual receiving such services from a skilled nurs-
ing facility during a continuous period beginning before
(and including) January 1, 1990, until the end of the period
of 30-consecutive days in which the individual is not pro-
vided inpatient hospital services or extended care services;
and

(C) the inpatient hospital deductible under section
1813(aX1) of such Act shall not apply-

(i) in the case of an individual who is receiving inpa-
tient hospital services during a continuous period be-
ginning before (and including) January 1, 1990, with
respect to the spell of illness beginning on such date, if
such a deductible was imposed on the individual for a
period of hospitalization during 1989;

(ii) for a spell of illness beginning during January
1990, if such a deductible was imposed on the individ-
ual for a period of hospitalization that began in De-
cember 1989; and

(iii) in the case of a spell of illness of an individual
that began before January 1, 1989, and has not ended
as of January 1, 1990.

(2) TEBRINATION OF HOLD HARMLMeS PROVISIONS.-Section
104(b) of MCCA is amended by striking "or 1990" each place it
a pears.

(c) ERM=INATION OF TRANSITIONAL ADJUSTMENTS IN PAYMENrs
FOR INPATIENT HOSPITAL SERVICES.-

(1) PPS HoPrrALs.-- Section 104(cX1) of MCCA is amended by
inserting "and before January 1, 1990," after "October 1,
1988,".

(2) PPS-ExZrM HoPrrALs.--Section 104(cX2) of MCCA is
amended

(A) by inserting "and before January 1, 1990," after
"January 1, 1989,"; and
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(B) by striking the period at the end and inserting the
following. ", without regard to whether any of such benefi-
ciaries exhasuted medicare inpatient hospital insurance
benefits before January 1, 1989.'.

(d) EFFEcrTvs DAT--The provisions of this section shall take
effect January 1, 1990, except that the amendments made by sub-
section (c) shall be effective as if included in the enactment of
MCCA.
SEC. 10182. REPEAL OF SUPPLEMENTAL MEDICARE PREMIUM AND FED-

ERAL HOSPITAL INSURANCE CATASTROPHIC COVERAGE RE-
SERVE FUND.

(a) IN GENERAL-Sections 111 and 112 of MCCA are repealed and
the provisions of law amended by such sections are restored or re-
vived as if such sections had not been enacted.

(b) DELAY IN STUDY DADLN.-Section 113(c) of MCCA is
amended by striking "November 30, 1988" and inserting "May 31,
1990".

(c) DISPOSAL OF FUNDS IN FEDERAL HosPITAL INSURANCE CATA-
STROPIIC COVERAGE RESERVE FUND.-Any balance in the Federal
Hospital Insurance Catastrophic Coverage Reserve Fund (created
under section 1817A(a) of the Social Security Act, as inserted by
section 112(a) of MCCA) as of January 1, 1990, shall be transferred
into the Federal Supplementary Medical Insurance Trust Fund and
any amounts payable due to overpayments into such Trust Fund
shall be payable from the Federal Supplementary Medical Insur-
ance Trust Fund.

(d) CoNFoRMING AMENDMENT.--Section 201(iX1) of the Social Se-
curity Act (42 U.S.C. 401(iX1)) is amended by striking "Federal Hos-
pital Insurance Catastrophic Coverage Reserve Fund,".

(e) EFFcrvs DATRS.-
(1) IN GENERAL.-Except as provided in this subsection, the

provisions of this section shall take effect January 1, 1990.
(2) REPEAL OF SUPPLEMENTAL MEDICARE PREMIUM.-The

repeal of section 111 of MCCA shall apply to taxable years be-
ginning after December 31, 1988.

SUBPART 2-PROVISIONS RELATING TO PART B OF THE
MEDICARE PROGRAM

SEC. 10185. REPEAL OF LIMITATION ON MEDICARE PART B COST-SHAR-
ING; MODIFICATION OF COINSURANCE PERCENTAGE FOR
COVERED OUTPATIENT DRUGS.

(a) IN GENERAL-Section 201 of MCCA is repealed and the provi-

sions of law amended or repealed by such section are restored or
revived as if such section had not been enacted.

(b) MODIFICATION OF COINSURANCE PERCENTAGE FOR COVERED

OUTPATIENT DRUGs FOR 1993.-Section 1834(cX2XC(ii) of the Social
Security Act (42 U.S.C. 1395m(cX2XCXii)) is amended-

(1) by striking "and" at the end of subclause (II), and
(2) by striking subclause (Im) and inserting the following:

"(III) in 1993 is 30 percent, and
"(IV) in 1994 or a succeeding year is 20 percent.".

(c) CONFoRMING AMENDMENTS.-
(1) Section 1834(eX1) of such Act (42 U.S.C. 1395m(eXl)) is

amended by striking "(except as provided in section 1833(c))".
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(2) Section 1861(11X4) of such Act (42 U.S.C. 1395x(11X4)) is
amended-

(A) in the first sentence, by striking "either" and all
that follows through the end of such sentence and insert-
ing "has become entitled to have payments made for cov-
ered outpatient drugs under section 1834(c).",

(B) in the second sentence, by striking "subparagraph
(A) or (B)" and inserting "the previous sentence",

(C) in the third sentence, by striking "a buy-out plan (as
defined in section 1833(cX5XD) or", and

(D) in the third sentence, by striking "subparagraphs (A)
and (B), respectively," and inserting 'the first sentence of
this paragraph".

(d) EFFCIVE DATE.-The provisions of this section shall take
effect January 1, 1990.
SEC. 10186. REVISION OF MEDICARE PART B MONTHLY PREMIUM AND FI-

NANCING.
(a) CONSOLIDATION OF CATASTROPHIC MONTHLY PREMIUM.-

(1) IN GENERAL.-Section 1839(gX1) of the Social Security
Act (42 U.S.C. 1395r(gXl)) is amended-

(A) in subparagraph (A)-
(i) by striking "paragraphs (4) and (5)" and inserting

"paragraph (3),
(ii) by striking "the sum of the catastrophic coverage

monthly Rremium and the prescription drug monthly
premium and inserting "the catastrophic coverage
monthly premium",

(iii) by striking "paragraphs (2) and (3)" and insert-
ing "paragraph (2)",

(iv) in the column in the table relating to the cata-
strophic coverage monthly premium, by striking
"$5.46", "$6.75", and "$7.18" and inserting "$7.40",
"$9.20", and "$10.20", respectively, and

(v) by striking the column in the table relating to
the prescription drug monthly premium; and

(B) by striking subparagraphs (B) and (D) and redesignat-
ing subparagraph (C) as subparagraph (B);

(2) UPDATE IN MONTHLY PREMIUM.-Section 1839(gX2) of such Act
is amended-

(A) subparagraph (A), by striking "or (1X)",
(B) in subparagraph (BXi), by striking "for years begin-

ning with 1998," after "(i)",
(C) in subparagraph (CXiXI), by striking "catastrophic

outlays" and inserting "prescription drug outlays",
(D) in subparagraph (DXi), by striking 'or (1XC)",
(E) in subparagraph (DXii), by striking "37 percent" and

inserting "100 percent",
(F) in subparagraph (DXiiiX), by striking "20 percent"

and inserting "the percent specified in clause (iv)",
(G) in subparagraph (DXi)(I), by striking "Medicare Cat-

astrophic Coverage Account created under section 1841B"
and inserting "the Federal Catastrophic Drug Insurance
Trust Fund",



24

(H) in subparagraph (DXiiiXI), by striking "such Ac-
count" each place it appears and inserting 'such Trust
Fund",

(I) in subparagraph (DXiiiX1L), by striking "or section59B(e) of the Internal Revenue Code of 1986", and
(J) by adding at the end of subparagraph (D) the follow-"(iv) ing new clause:

(i For purposes of clause (iii)(i), the percent specified in thisclause for 1994 is 75 percent, for 1995 is 50 percent, for 1996 andfor 1997 is 25 percent, and for 1998 and each succeeding year is 20
percent.".

(3) EL]MINATION OF SEPARATH P iRCRION DRUG MONTHLYPRaUM.-.Section 18 39(g) of such Act is further amended bystrikig paragraph (3).
(4) TRF.ATMgNT gOP RaSErIM OF PUERTO RICO AND TERRrro-

ram.-Section 18 39(gX4) of such Act is amended-
(A) in subparagraph (A), by striking "(4)" and inserting
(B) in subparagraph (A), by striking "the sum of' and all

that follows through the end and inserting "the cata-
strophic coverae monthly premium determined under

i . ubragrapn tn6.',
,, in (a Xii) by bystriking "$.66" and"$5.78" and inse rtn"$1.37" and '$2.22" an

() in subpaagrapb (BXii), by striking "and" at the end,
(E) in subparagraph (BXiii), by striking "catastrophicoutlays" each place it appears and inserting "prescription

drug outlays",
F) by redesignating clause (iii) of subparagraph (B) as

clause (iv), and
(G) by inserting after clause (ii) of subparagraph (B) thefollowing new clause:

"(iii) in 1991 is $1.92 for a resident of Puerto Rico and $3.10
for a resident of another U.S. commonwealth or territory;
and", and

(X) by striking subparagaph (C).
(5) CoNr ORMM G AJDEMro N.--Section 1839 of such Act is

further amended-
(A) in the second sentence of subsection (aX1) and (aX4),

by striking "the amendments made by the Medicare Cata-
strophic Coverage Act of 1988" and inserting "covered out-patient drugs"

(B) in the last sentence of subsections (aXl) and (aX4), by
striking ", but shall not" and all that follows up to the
period,

(C) in subsection (b), by striking "(gX6)" and inserting
"(gX4Y',

(D)by striking paragraph (5) of subsection (g),(E) in subsection (g6), by striking "(6XA)" and inserting
"(4)" and by strbkinp subparagraph (B),

,, in suectin (g)(7), by striking "(7(AY' and insert'in
"(5XAY' and, in subparagrah. ), by striking "paragraph
(4Y' and inserting Daragraph (3Y', and

(G) in subsection (gX8)-

(i) by striking subparagraphs (A), (D), and (F),
(ii) in subparagraph (BXii), by striking "part A" and

inserting "part B", and
(iii) by redesignating subparagraph (B), (C), and (E)

as subparagraphs (A), (B), and (C), respectively.
(b) FEDERAL CATASTROPHIC DRUG lNSURANCE TRUST FUND.-Sec-

tion 1841A of such Act (42 U.S.C. 1395t-1) is amended-
(1) in subsection (a), by striking "(aX1)" and inserting "(a)",

by striking "or under paragraph (2)", and by striking para-
graph (2),

(2) in subsection (dX1XB), by striking "prescription drug" and
inserting "catastrophic coverage",

(3) in subsection (dX2), by striking "and under section 59B ofthe Internal Revenue Code of 1986', and
(4) in subsection (e), by striking "and the Medicare Cata-

strophic Coverage Account".
(c) REPEAL OF MEDICARE CATASTROPHIC COvzERAG AccouNT.-Sec-

tion 1841B of such Act (42 U.S.C. 1395t-2) is repealed.
(d) MIscELLANEOUs CONFORMING AMINDM s.--

(1) The seventh sentence of section 1817(b) of such Act, in-
serted by section 212(cX3) of the Medicare Catastrophic Cover-
age Act of 1988, is amended to read as follows: "Such report
shall also identify (andtreat separately) those outlays from theTrust Fund which are attributable to the amendments made
by the Medicare Catastrophic Coverage Act of 1988.".

(2) Section 1840(i) of such Act (42 U.S.C. 1395s(i)) is amended
by striking "a prescription drug monthly premium established
under".

(3) Section 1841(a) of such Act (42 U.S.C. 1396t(a)) is amended
by striking the sentences added by section 212(bX2) of the Med-
icare Catastrophic Coverage Act of 1988.

(4) The seventh sentence of section 1841(b) of such Act, in-
serted by section 212(cX4) of the Medicare Catastrophic Cover-
age Act of 1988, is amended to read as follows: "Such report
shall also identify (and treat separately) those outlays from theTrust Fund which are attributable to the amendments made
by the Medicare Catastrophic Coverage of 1988.".

(5) Section 1844(a) of such Act U.S.C. 1395w(a)) is amended
by striking "or section 59B of the Internal Revenue Code of
1986".

(e) EFzcTrvzE DATE.-The amendments made by this section shall
take effect on January 1, 1990.

(f0 1-TIME TRANSFER OF 1989 PREMIUMs.-There shall be trans-
ferred, as of January 1, 1990, from the Federal Supplementary
Medical Insurance Trust Fund to the Federal Catastrophic Drug
Insurance Trust Fund an amount equal to-

(1) the amount of the premiums collected pursuant to section
1839(g) of the Social Security Act during 1989, minus

(2) the amount of administrative expenses incurred under
art B of title XVIII of such Act relating to implementation of

WCCA, plus
(3) the amount of interest accrued to the Federal Supplemen-

tary Medical Insurance Trust Fund attributable to balance de-
scnbed in paragraphs (1) and (2).

26
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SEC. 10187. AMENDMENT OF CERTAIN MISCELLANEOUS PROVISIONS.

(a) RzVISION OF MEDIGAP REGULATIONS.-
(1) Section 1882 of the Social Security Act (42 U.S.C. 1395ss),

as amended by section 221(d) of the Medicare Catastrophic Cov-
erage Act of 1988, is amended-

(A) in the third sentence of subsection (a) and in subsec-
tion (bX1), by striking "subsection (kX3Y' and inserting
"subsections (kX)(3), (kX4), (m), and (n)";

(B) in subsection (k-
(i) in paragraph (1XA), by inserting "except as pro-

vided in subsection (m)," before "subsection (gX2XA)",
and

(ii) in paragraph (3), by striking "subsection (1)" and
inserting "subsections (1), (m), and (n)"; and

(C) by adding at the end the following new subsections:
"(mX1XA) If, within the 90-day period beginning on the date of

the enactment of this subsection, the National Association of Insur-
ance Commissioners (in this subsection and subsection (n) referred
to as the 'Association') amends the amended NAIC Model Regula-
tion (referred to in subsection (kX1XA) and adopted on September
20, 1988) to reflect the changes in law made by part F of subtitle B
of title X of the Omnibus Budget Reconciliation Act of 1989, subsec-
tion (gX2XA) shall be applied in a State, effective on and after the
date specified in subparagraph (B), as if the reference to the Model
Regulation adopted on June 6, 1979, were a reference to the
amended NAIC Model Regulation (referred to in subsection
(kX1XA)) as amended by the Association in accordance with this
paragraph (in this subsection and subsection (n) referred to as the
revised NAIC Model Regulation').

"(B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the revised NAIC Model Regulation or 1 year after
the date the Association first adopts such revised Regulation.

"(2XA) If the Association does not amend the amended NAIC
Model Regulation, within the 90-day period specified in paragraph
(1XA), the Secretary shall promulgate, not later than 60 days after
the end of such period, revised Federal model standards (in this
subsection and subsection (n) referred to as 'revised Federal model
standards') for medical supplemental policies to reflect the changes
in law made by part F of subtitle B of title X of the Omnibus
Budget Reconciliation Act of 1989, subsection (gX2XA) shall be ap-
plied in a State, effective on and after the date specified in sub-
paragraph (B), as if the reference to the Model Regulation adopted
on June 6, 1979, were a reference to the revised Federal model
standards.

"(B) The date specified in this subparagraph for a State is the
earlier of the date the State adopts standards equal to or more
stringent than the revised Federal model standards or 1 year after
the date the Secretary first promulgates such standards.

"(3) Notwithstanding any other provision of this section (except
as provided in subsection (n))-

"(A) no medicare supplemental policy may be certified by
the Secretary pursuant to subsection (a),
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"(B) no certification made pursuant to subsection (a) shall
remain in effect, and

"(C) no State regulatory program shall be found to meet (or
to continue to meet) the requirements of subsection (bXlXA),

unless such policy meets (or such program provides for the applica-
tion of standards equal to or more stringent than) the standards set
forth in the revised NAIC Model Regulation or the revised Federal
model standards (as the case may be) by the date specified in para-
graph (1XB) or (2XB) (as the case may be).

"(nX1) Until the date specified in paragraph (4), in the case of a
qualifying medicare supplemental policy described in paragraph (3)
issued in a State-

"(A) before July 1, 1990, the policy is deemed to remain in
compliance with the standards described in subsection (bX1X)(A)
if the insurer issuing the policy complies with the transition
provision described in paragraph (2), or

"(B) on or after July 1, 1990, the policy is deemed to be in
compliance with the standards described in subsection (bX1XA)
if the insurer issuing the policy complies with the revised
NAIC Model Regulation or the revised Federal model stand-
ards (as the case may be) before the date of the sale of the
policy.

"(2) The transition provision described in this paragraph is-
"(A) such transition provision as the Association provides, by

not later than December 15, 1989, so as to provide for an ap-
propriate transition to reflect the changes in benefits under
this title made by part F of subtitle B of title X of the Omnibus
Budget Reconciliation Act of 1989, or

"(B) if the Association does not provide for a transition provi-
sion by the date described in subparagraph (A), such transition
provision as the Secretary shall provide, by January 1, 1990, so
as to provide for an appropriate transition described in sub-
paragraph (A).

"(3) In paragraph (1), the term 'qualifying medicare supplemen-
tal policy means a medicare supplemental policy which has been
issued in compliance with this section as in effect on the date
before the date of the enactment of this subsection.

"(4XA) The date specified in this paragraph for a policy issued in
a State is-

"(i) the first date a State adopts, after the date of the enact-
ment of this subsection, standards equal to or more stringent
than the revised NAIC Model Regulation (or revised Federal
model standards), as the case may be or

"(ii) the date specified in subparagraph (B), whichever is ear-
lier.

"(B) In the case of a State which the Secretary identifies, in con-
sultation with the Association, as-

"(i) requiring State legislation (other than legislation appro-
priating funds) in order for medicare supplemental policies to
meet standards described in subparagraph (AXi), but

"(ii) having a legislature which is not scheduled to meet in
1990 in a legislative session in which such legislation may be
considered,
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the date specified in this subparagraph is the first day of the first
calendar quarter beginning after the close of the first legislative
session of the State legislature that begins on or after January 1,
1990. 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.

"(5) In the case of a medicare supplemental policy in effect on
January 1, 1990, the policy shall not be deemed to meet the stand-
ards in subsection (c) unless each individual who is entitled to ben-
efits under this title and is a policy holder under such policy on
such date is sent a notice in any appropriate form by not later
than January 31, 1990, that explains-

"(A) the changes in benefits under this title effected by part
F of subtitle B of title X of the Omnibus Budget Reconciliation
Act of 1989, and

"(B) how these changes affect the benefits contained in such
policy and the premium for the policy.

"(6) In the case of an insurer which had in effect, as of December
31, 1988, a medicare supplemental policy with respect to an individ-
ual, for which the individual terminated coverage as of January 1,
1989 (or the earliest renewal date thereafter), no medicare supple-
mental policy of the insurer shall be deemed to meet the standards
in subsection (c) unless the insurer-

"(A) provides written notice, by January 15, 1990, to the indi-
vidual (at the most recent available address) of the offer de-
scribed in subparagraph (B), and

"(B) offers to the individual, during the period beginning on
January 1, 1990, and ending on March 1, 1990, continuation of
coverage under such a medicare supplemental policy (with cov-
erage effective as of January 1, 1990), under the terms respect-
ing treatment of pre-existing conditions and group rating of
premium which are at least as favorable to the individual as
such terms as existed with respect to the policy as of December
31, 1988.".

"(2) It is the sense of Congress that States should respond, at
the earliest practicable date after the date of the enactment of
this Act, to requests by insurers for review and approval of
riders and premium adjustments for medicare supplemental
policies in order to comply with the amendments made by
paragraph (1).

(b) ADJUSTMENT OF CoNTRACTs WITH PREPAID HEALTH PLANS.-
Section 222 of MCCA is amended by inserting "and before January
1, 1990," after "December 31, 1988, each place it appears.

(c) NoTicE OF CHANGEz.-The Secretary of Health and Human
Services shall provide, in the notice of medicare benefits provided
under section 1804 of the Social Security Act for 1990, for a descrip-
tion of the changes in benefits under title XVIII of such Act made
by the amendments made by this part,

(d) MiscELLANoous TscmNcAL CoaREcrION.-Section 221(gX3) of
MCCA is amended by striking "subsection (fY' and inserting "sub-
section (e)".

(e) EFFCwrnv DAT.-The provisions of this section shall take
effect January 1, 1990, except that the amendment made by subsec-
tion (d) shall be effective as if included in the enactment of MCCA.

29

Subpart 3-Miscellaneous Amendments

SEC. 10191. REPEAL OF MAINTENANCE OF EFFORT AND RATE REDUCTION
FOR MEDICARE ELIGIBLE FEDERAL ANNUITANTS.

(a) IN GENERAL.-Sections 421 and 422 of MCCA are repealed and
any provision of law amended or repealed by such sections is re-
stored or revived as if such sections had not been enacted.

(b) EFFcrIvw DATE.-The repeals made by subsection (a) shall
take effect January 1, 1990, except that the repeal of section 421 of
MCCA shall not apply to duplicative part A benefits for periods
before January 1, 1990.
SEC. 10192. MISCELLANEOUS AMENDMENTS AND TECHNICAL CORREC-

TIONS.
(a) TECHNICAL CoRRECIONs RELATING TO MZDICARx CATASTROPHIC

COVERAGE Acr OF 1988.-
(1) CORRECrIONs RELATING TO CATASTROPHIC DRUG BENEFIT.-

(A) DEFINION OF COVERED OUTPATIENT DRUGS.-Section
1861(tX3XA) of the Social Security Act, as added by section
202(aX2XC) of the Medicare Catastrophic Coverage Act of
1988 (in this subsection referred to as "MCCA"), is amend-
ed-

(i) by redesignating clauses (iv) through (xiii) as
clauses (vi), (v), iii), (ix), (x), (xii), (xiii), (xiv), (xvi),
and (xviii), respectively;

(ii) by inserting after clause (iii) the following:
"(iv) Diagnostic services under subsections (sX2XC) and (sX3).
"(v) X-ray, radium, and radioactive isotope therapy under

subsection (sX4).";
(iii) by inserting after clause (x), as so redesignated,

the following.
"(xi) Parenteral nutrition nutrients under subsection (sX8).";

(iv) by inserting after clause (xvi), as so redesignat-
ed, the following.

"(xv) Partial hospitalization services (as defined in subsection
(f))."; and

(v) by inserting after clause (xvi), as so redesignated,
the following:

"(xvii) Qualified psychologist services (as defined in subsec-
tion (ii)).".

(B) CoveaRD HOME IV DRUGS.-Section 1861(tX4XA) of
such Act (42 U.S.C. 1395x(tX4XA)) is amended by striking
"dispensed" and inserting "furnished by a qualified home
intravenous drug therapy provider".

(C) RmualRNCms TO CATASTROPHIC DRUG DEDUCTIBLE
AMOUNT.-Section 1834(c) of the Social Security Act, as
added by section 202(bX4) of MCCA, is amended-

(i) in paragraph (1XC), by striking "Subject to sub-
paragraph (D), the" and inserting '"he,

(ii) in paragraph (2XA), by striking "under para-
graph (1XA) and except as provided in subparagraph
(C)' and inserting "under aragraph (1)"; and

ciii) in paragraph (8XE), by striking paragraph
(1XAYl each place it appears and inserting paragraph
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(D) PAYMENT FOR ELCWRONIC EQUIPMENT FOR PHARMA-
cirs.-Section 1842(oX2) of the Social Security Act, as
added by section 202(cX1XC) of MCCA, is amended-

(i) in subparagraph (B)-
() by inserting ", software," after "electronic

equipment", and
(I) by inserting ", or reimbursement for such

equipment or software modifications," after "tele-
phone service)";

(ii) by adding at the end the following
"Any reimbursement under subparagraph (B) shall be contingent
upon a pharmacy's system meeting the requirements specified in
the contracts between the Secretary and carriers and shall not
exceed the reasonable cost of the modifications or, if less, the cost
of a point-of-sale terminal (as defined in such contracts).".

(E) INTERIM FUNDING OF CATASTROPHIC DRUG EXPENSES.-
(i) Section 202(mX5) of MCCA is amended by striking "Jan-
uary 1, 1990" and inserting "April 1, 1990".

(i) Section 1841A(c) of the Social Security Act, as insert-
ed by section 212(a) of MCCA, is amended by striking "and
administrative costs" and inserting "(and on or after April
1, 1990, for administrative costs)".

(iF EXPANSION OF IDENTIFIERS TO NONPHYSICIAN PRACTI-
TioNEs.-The Secretary of Health and Human Services
shall expand the identifier system established under sec-
tion 9202(g) of the Consolidated Omnibus Budget Reconcili-
ation Act of 1985 to provide unique identifiers to each non-
physician practitioner (physician assistants, nurse practi-
tioners, and certified registered nurse anesthetists) who is
authorized to prescribe or dispense covered outpatient
drugs for which payment may be made under title XVIII
of the Social Security Act.

(2) SCREENING MAMMOGRAPHY.-
(A) APPLICATION OF PARTICIPATING PHYSICIAN DIFFEREN-

TL--Section 1834(eX4) of the Social Security Act, as
added by section 204(bX2) of MCCA, is amended by adding
at the end the following new subparagraph:

"(D) APPLICATION OF PARTICIPATING PHYSICIAN DIFFEREN-
TAL.-In applying the limit under subparagraph (A) with
respet to a nonparticipating physician, the limit applied
shal be the applicable percent (as defined in the second
sentence of section 1842(bX4XAXiv)) of the limit otherwise
established in that subparagraph.".

(B) FREquENCY OF SCRE ING.-- Section 1834(eX2XA) of
the Social Security Act, as added by section 204(bX2) of
MCCA, is amended-

(i) in clause (iiiXl), by striking "the 11 months of a
previous screening mammography" and inserting "11
months following the month in which a previous
screening mammography was performed",

(ii) in clause (iiiXI), by striking "the 23 months of a
previous screening mammography" and inserting "23
months following the month in which a previous
screening mammography was performed",
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(iii) in clause (iv), by striking "11 months of a previ-
ous screening mammography" and inserting "11
months following the month in which a previous
screening mammography was performed", and

(iv) in clause (v), by striking "23 months of previous
screening mammography" and inserting "23 months
following the month in which a previous screening
mammography was performed".

(3) ROUNDING OF PART B PREMIUM.-Section 1839 of the Social
Security Act, as amended by section 211(cX1XE) of MCCA, is
amended-

(A) in the first sentence of subsection (b), by striking
"subsections (f) and (gX4Y' and inserting "subsection (f)",

(B) in subsection (b), by inserting after the first sentence
the following new sentence: "If the resulting monthly pre-
mium is not a multiple of 10 cents, such premium shall be
rounded to the nearest multiple of 10 cents.", and

(C) in subsection (c), by striking "the foregoing provi-
sions of this section" and inserting "subsection (aX3) or
(e)".

(4) MiscniA.ious.-
(A) Clause (iii) of section 1814(aX7XA) of the Social Secu-

rity Act, as added by section 104(dX2XCXiii) of MCCA, is
amended by moving its alignment 2 ems to the left so its
alignment is the same as that of clause (ii) of such section.

(B) Section 1842(pX3XB) of the Social Security Act, as
added by section 202(g) of MCCA, is amended by striking
"section 1842(jX2XAY' and inserting "subsection (jX2XA)".

(C) Section 221(gX)(3) of MCCA is amended by striking
"subsection (f)" and inserting "subsection (eY'.

(D) Section 1842(hX5XBXiv) of the Social Security Act, as
added by section 223(bX4) of MCCA, is amended by striking
"paragraph (2XA)" and inserting "paragraph (2)'.

(b) MIsCELLA us COBErlIONs RELATING TO THE OMNIBus
BuDirr RECONCILIATION ACT OF 1987.-

(1) Effective as if included in the enactment of the Omnibus
Budget Reconciliation Act of 1987, section 1834(bX4XA) of the
Social Security Act, as added by section 4049(aX2) of the Omni-
bus Budget Reconciliation Act of 1987, is amended by striking
"insurance and deductibles under section 1835(aX1XI)" and in-
serting "coinsurance and deductibles under sections
1833(aX1XJ)"

(2) Section 1842(jX1XC(vii) of the Social Security Act, as
added by section 4085(iX7XC) of the Omnibus Budget Reconcili-
ation Act of 1987, is amended by striking "accordingly" and in-
serting "according".

(3) Section 1886(gX3XAXiv) of the Social Security Act, as
added by section 4006(aX2) of the Omnibus Budget Reconcilia-
tion Act of 1987, is amended by striking "may) be" and insert-
ing "may be)".

(c) OTHxR CORRsCTIONs.-
(1) Section 1866(aX1XFXi)(II) of the Social Security Act is

amended by striking "fiscal year))" and inserting "fiscal
year)".
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(2) Section 1875(cX7) of the Social Security Act, as added by
section 9316(a) of the Omnibus Budget Reconciliation Act of
1986, is amended by striking "date of the enactment of this
Act" and inserting 'date of the enactment of this section".

(3) Section 1842(jX2XB) of the Social Security Act, as amend-
ed by section 8(cX2XA) of the Medicare and Medicaid Fraud
and Abuse Patient Protection Act of 1987, is amended by strik-
ing "paragraphs" and inserting "subsections".

Subpart 4-Provisions Relating to Budget Waivers
SEC. 10195. EXCLUSION FROM CALCULATION OF DEFICIT OF AMEND-

MENTS MADE BY PART.
The changes in outlays and revenues resulting from the amend-

ments made by this part shall not be counted for fiscal year 1990
for purposes of calculating-

(1) the deficit in each budget of the Federal Government sub-
mitted by the President under title 31, United States Code, for
purposes of comparison with the maximum deficit amount in
section 3(7) of the Congressional Budget and Impoundment
Control Act of 1974;

(2) the deficit under section 3(6) of the Congressional Budget
and Impoundment Control Act of 1974 for purposes of compari-
son with the maximum deficit amount in section 3(7) of such
Act; and

(3) the deficit and excess deficit for purposes of sections 251
and 252 of the Balanced Budget and Emergency Deficit Control
Act of 1985.

8. AN AMENDMENT To BE OFFERED BY REPREsENTATIVE PANETTA OF
CALIFORNIA, OR Hs DESIGNEE, DEBATABLE FOR NOT To EXCEED 30
MINUTES, To BE EQUALLY DIvIDED AND CONTROLLED BY THE PRO-
PONENT OF THE AMENDMENT AND A MEMBER OPPosED THERETO

In part F of subtitle B of title X, as previously amended, strike
the last subpart ("Provisions Relating to Budget Waivers").

9. AN AMENDMENT To BE OFFERED BY REPRESENTATIVE EDWARDS OF
OXLAHOMA, OR HIS DESIGNEE, DEBATABLE FOR NOT TO EXCEED 2
HoURs, To BE EQUALLY DIVIDED AND CONTROLLED BY THE PROPO-
NENT OF THE AMENDMENT AND A MEMBER OPPOSED THERETO

Strike subtitle E of title m of the bill.
Strike subtitle I of title XI of the bill and insert the following:

Subtitle I--Child Care Provisions
SEC. 11901. EXPANSION OF EARNED INCOME TAX CREDIT.

(a) GENRRAL RuLa-Subsections (a) and (b) of section 32 (relating
to earned income tax credit) are amended to read as follows:

"(a) ALLOWANCE OF CREDIT.-
"(1) IN OENERAL--In the case of an eligible individual, there

shall be allowed as a credit against the tax imposed by this
subtitle for the taxable year an amount equal to 17 percent of

so much of the earned income for the taxable year as does not
exceed $5,714.

"(2) LIrrATIoN.--The amount of the credit allowable to a
taxpayer under this subsection (without regard to subsection
(b)) for any taxable year shall not exceed the excess (if any)
of-

"(A) 17 percent of $5,714, over
"(B) 12 percent of so much of the adjusted gross income

(or, if greater, the earned income) of the taxpayer for the
taxable year as exceeds $9,000.

"(b) SUPPLEMENTAL YOUNG CHILD CREDITrr.-
"(1) IN GENERAL-In the case of an eligible individual with a

qualifying child, the credit allowable under subsection (a)
(without regard to this subsection) shall be increased by the
credit percentage of so much of the earned income for the tax-
able year as does not exceed $10,000.

"(2) CREDIT PERCENTAGE.-
If the taxpayer has: The credit percentage

is:
1 qualifying child .... ............................. . ...... 10
2 qualifying children ........................................ 13
3 or more qualifying children .................................................................................... 15.

"(3) PHASEOUT OF SUPPLEMENTAL cREDIT.--If the adjusted
gross income (or, if greater, the earned income) of the taxpayer
for the taxable year exceeds $17,000, the credit allowable by
reason of this subsection shall be reduced (but not below zero)
ratably between $17,000 and $24,000 for each $100 by which
such income exceeds $17,000."

(b) QUALIFYING CHILD DEFINuD.-Subsection (c) of section 32 is
amended by adding at the end thereof the following new para-
graph:

"(3) QuALIFYING CmLD.-The term 'qualifving child' means
any child (within the meaning of section 151(cX3)) of the eligi-
ble individual if-

"(A) such individual is entitled to a deduction under sec-
tion 151 for such child (or would be so entitled but for
paragraph (2) or (4) of section 152(e)),

"(B) such child has the same principal place of abode as
such individual for more than one-half of the taxable year,
and

"(C) such child has not attained age 5 as of the close of
the calender year in which or with which the taxable year
of the taxpayer ends.

An individual shall not be a qualifying child for purposes of
this section for the taxable year if credit is allowed to the tax-
payer under section 21 for such year and employment-related
expenses with respect to such individual are taken into ac-
count in computing the amount of such credit."

(c) ADVANCE PAYMENT PROVISIONS.-
(1) PAYMENT BASED ON NUMBER OF QUALIFYING CHILDREN.-

(A) Subsection (b) of section 3507 is amended by striking
"and" at the end of paragraph (2), by striking the period at
the end of paragraph (3) and inserting ", and", and by in-
serting after paragraph (3) the following new paragraph:
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"(4) states the number of qualifying children (as defined in
section 32(cX3)) of the employee for the taxable year."

(B) Subparagraphs (B) and (C) of section 3507(cX2) are
amended to read as follows:

"(B) if the employee is not married, or if no earned
income eligibility certificate is in effect with respect to the
spouse of the employee, shall treat the credit provided by
section 32 as if it were a credit-

"(icI) of not more than 17 percent of earned income
not in excess of the amount of earned income taken
into account under subsection (aX1) of section 32,
which

"(I1) phases out between the amount of earned
income at which the phaseout begins under subsection
(a)2) of section 32 and the amount of earned income at
which the credit is phased out under such subsection,
and

"(ii)(I) of not more than the credit percentage under
section 32(b) of earned income not in excess of the
amount of earned income taken into account under
subsection (bX1) of section 32, which

"(II) phases out between the amount of earned
income at which the phaseout begins under subsection
(bX3) of section 32 and the amount of earned income at
which the credit is phased out under such subsection,
and

"(C) if an earned income eligibility certificate is in effect
with respect to the spouse of the employee, shall treat the
credit provided by section 32 as if it were a credit-

'(iXI) of not more than 17 percent of earned income
not in excess of % the amount of earned income taken
into account under subsection (aX1) of section 32,
which

"(II) phases out between amounts of earned income
which are % the amounts of earned income described
in subparagraph (BXiXID), and

"(iiX)( of not more than the credit percentage under
section 32(b) of earned income not in excess of 'A the
amount of earned income taken into account under
subsection (bX1) of section 32, which

"(I) phases out between amounts of earned income
which are % the amounts of earned income described
in subparagraph (BXiiXII).

"For purposes of this paragraph, the determination of the
credit percentage under section 32(b), and the determination of
the amounts referred to in subparagraphs (BXii) and (CXii),
shall be made on the basis of the information specified in the
earned income eligibility certificate."

"(C) Clause (i) of.section 3507(eX3XA) is amended by in-
serting before ", or" the following: "(or changing the per-
centages applicable to the employee under section 32(b) for
the taxable year)".

(2) EXPANDED PARTICIPATION IN ADVANCE PAYMENT PRO-
GRAM.-Subsection (e) of section 3507 (relating to furnishing
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and taking effect of certificates) is amended by adding at the
end thereof the following new paragraph:

"(6) EMpLoYas REQUImK TO COLLECT CERTIICATE OR STATE-
MENT OF INELIGBILrTY, rrc.-On or before the date of com-
mencement of employment with an employer, the employer
shall require the employee to furnish to the employer a signed
earned income eligibility certificate or a signed statement that
such employee does not meet the requirements of paragraphs
(1) and (2) of subsection (b). As of the beginning of each calen-
dar year, the employer shall require each employee with re-
spect to whom an earned income eligibility certificate is in
effect to determine whether there has been a change in cir-
cumstances requiring a new certificate or revocation of such
certificate.".

(3) REPEAL OF CALENDAR YEAR LIMITATION ON rFFwInVXNF
OF CERTIFICATE.-

(A) Subparagraphs (A) and (B) of section 3507(eX1) are
each amended by striking "had been in effect for the cal-
endar year" and inserting "is in effect".

(B) Paragraph (2) of section 3507(e) is amended-
(i) by striking "for any calendar year", and
(ii) by striking "during such calendar year".

(d) CoNFORMIN AMNDMENTS.-
(1) Paragraph (2) of section 32(f) is amended-

(A) by inserting "under subsection (a) and" before
"under subsection (b)" each place it appears, and

(B) by adding at the end thereof the following new sen-
tence:

"Separate tables shall be prescribed for taxpayers with no
qualifying child, 1 qualifying child, 2 qualifying children, and 3
or more qualifying children.'

(2XA) Subparagraph (B) of section 32(iX1) is amended by
striking "begins,' and all that follows and inserting "begins by
substituting for 'calendar year 1987' in subparagraph (B) there-
of-

"(i) 'calendar year 1984' in the case of the dollar
amounts referred to in clauses (i) and (ii) of paragraph
(2XB), and

"(ii) 'calendar year 1989' in the case of the dollar
amounts referred to in paragraph (2XBXiii)."

(B) Paragraph (2) of section 32(i) is amended to read as fol-
lows:

"(2) DEmNmoNs.-For purposes of paragraph (1)-
"(A) APPLICABLE CALENDAR YEAR.-The term 'applicable

calendar year' means-
"(i) 1986 in the case of the dollar amount referred to

in clause (i) of subparagraph (B),
"(ii) 1987 in the case of the dollar amount referred

to in clause (ii) of subparagraph (B), and
"(iii) 1991 in the case of the dollar amount referred

to in clause (iii) of subparagraph (B).
"(B) DOLLAR AMOUNTS.-The dollar amounts referred to

this subparagraph are-
"(i) the $5,714 amount contained in subsection (a),
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"(ii) the $9,000 amount contained in subsection
(aX2XB), and

"(iii) the $10,000, $17,000, and $24,000 amounts con-
tained in subsection (b)."

(e) EFFEcrIvE DATE.-The amendments made by this section shall
apply to taxable years beginning after December 31, 1990.
SEC. 11902. ELIMINATIONS OF CHANGES IN TREATMENT OF EARNED

INCOME CREDIT IN DETERMINING CERTAIN AFDC BENE-
FITS.

(a) IN GENERAL.-Subparagraph (A) of section 402(aX8) of the
Social Security Act is amended by striking clause (viii) and by
adding "and at the end of clause (vi).

(b) EFrFEcriv DATE.-
(1) IN GENERAL-Except as provided in paragraph (2), the

amendment made by subsection (a) shall apply to payments
under title IV of the Social Security Act for calander quarters
beginning on or after January 1, 1991, without regard to
whether regulations to implement such amendments are pro-
mulgated by such date.

(2) DELAY PERMITrrED IF STATE LEGSLATION RiRunmR.--In the
case of a State plan approved under section 402(a) of the Social
Security Act which the Secretary of Health and Human Serv-
ices determines requires States legislation (other than legisla-
tion appropriating funds) in order for the plan to meet the ad-
ditional requirements imposed by the amendment made by
subsection (a), the State plan shall not be regarded as failing to
comply with the requirements of such title solely on the basis
of its failure to meet such additional requirement before the
first day of the first calendar quarter beginning after the close
of the first regular session of the state legislature that begins
after the date of the enactment of this Act. For purposes of the
previous sentence, in the case of a State that has a 2-year legis-
lative session, each year of such session shall be deemed to be
a separate regualr session of the State legislature.

SEC. 11903. PHASEOUT OF DEPENDENT CARE CREDIT AND EXCLUSION
FOR DEPENDENT CARE ASSISTANCE.

(a) DEPENDENT CARE CRaDrr.-Subsection (a) of section 21 is
amended by adding at the end thereof the following new para-
graph:

(3) PHASEOUT OF CREDIT FOR TAXPAYERS WHOSE ADJUSTED
GROSS INcoMEs EXCEEDS $70,000.-If the taxpayer's adjusted
gross income for the taxable year exceeds $70,000, the applica-
ble percentage shall be reduced (but not below zero) by 1 per-
centage point for each $1,000 of such excess."

(b) EXCLUSION FOR DEPENDENT CARE AssirTANCE.-Paragraph (2)
of section 129(a) is amended by redesignating subparagraphs (B)
and (C) as subparagraphs (C) and (D), respectively, and by inserting
after subparagraph (A) the following new paragraph:

(B) PHASEOUT OF EXCLUSION FOR TAXPAYERS WHOSr AD-
JUSTgrD CROSS INCOM EXCEEDs $70,000.-If the taxpayer's
adjusted gross income for the taxable year exceeds $70,000
($35,000 in the case of a separate return by a married indi-
vidual), the dollar amounts in subparagraph (A) shall be
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reduced (but not below zero) by $250 for each $1,000 of
such excess."

(c) EFFcTVE DATE.-The amendments made by this section shall
apply to taxable years beginning after December 31, 1990.

Conform the table of contents of the bill.

10. AN AMKNDMENT To BE OFFmzm BY REPRESENTATIVE STENHOLM
OF TEXAS, OR His DESIGNEE, DEBATABLE FOR NOT TO EXCEED 2
HOURS, To BE EQUALLY DIVIDED AND CONTROLLED BY THE PROPO-
NENT OF THE AMENDMENT AND A EMBmER OPPOSED THRETOm

Strike subtitle E of title of the bill and insert the following:

Subtitle E--Child Care Services

CHAPTER 1-EXPANDED HEAD START
SEC. 3401. AUTHORITY TO PROVIDE CHILD CARE SERVICES

Section 638(a) of the Head Start Act (42 U.S.C. 9833(a)) is amend-
ed-

(1) by striking "; and (2)" and inserting ", (2)"; and
(2) by inserting the following before the period at the end: ",

and (3) may provide developmentally appropriate child care
services".

SEC 3402. AUTHORIZATON OF APPROPRIATIONS
Section 639 of the Head Start Act (42 U.S.C. 9834) is amended-

(1) by striking "$1,198,000,000" and all that follows through
"1988", and

(2) by striking "and $1,405,000,000 for fiscal year 1990" and
inserting "$1,552,000,000 for fiscal year 1990, $1,852,000,000 for
fiscal year 1991, $2,152,000,000 for fiscal year 1992,
$2,452,000,000 for fiscal year 1993, and $2,752,000,000 for fiscal
year 1994".

SEC. 3403. LIMITATION OF EXPENDITURES ALLOWED FOR CHILD CARE
SERVICES UNDER THE HEAD START ACT.

Section 645 of the Head Start Act (42 U.S.C. 9840) is amended by
adding at the end the following:

"(d) Of the funds received under this Act by a Head Start agency
for any fiscal year, such agency may not expend more than the fol-
lowing amounts to provide child care services authorized by section
638(aX3):

"(1) $150,000,000 for fiscal year 1990,
"(2) $300,000,000 for fiscal year 1991,
"(3) $450,000,000 for fiscal year 1992,
"(4) $600,000,000 for fiscal year 1993, and
"(6) $750,000,000 for any fiscal year after fiscal year 1993."

SEC. 3404. SENSE OF THE CONGRESS
It is the sense of the Congress that each Head Start program

should provide, as authorized in section 645(c) of the Head Start
Act (42 U.S.C. 9840(c)), more than 1 year of Head Start services to
children from age 3 to the age of complusory school attendance in
the state in which the Head Start program is located, after such
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program provides Head Start services to all eligible children 4
years of age who request such services.
SEC 3405. HEAD START RESEARCH STUDY.

(a) RESEARCH AND REPORTS.-After consulting with experts in re-
search design and preschool programs, the Secretary of Health and
Human Services shall conduct a longitudinal research study on the
effects of Head Start on children's development. Such study, which
shall be conducted on a nationally representative sample, shall in-
clude information on school grades, grade retention, special educa-
tion placement, high school graduation, delinquency, teenage preg-
nancy, welfare participation, college attendance, employment, and
similar outcomes deemed appropriate by the Secretary. Such
sample shall be followed for at least 20 years, during which time
the Secretary shall make periodic reports to the Congress on the
study's findings. Such study shall begin not later than September
of 1991.

(b) AUTHoRTZATION OF APPROPRIATIONS.-There is authorized to
be appropriated to carry out subsection (a) $2,000,000 for each of
the fiscal years 1991 through 2011.

CHAPTER 2-SMALL BUSINESS INVOLVEMENT IN MEETING
EMPLOYEE CHILD CARE NEEDS

SEC. 3421. ESTABLISHMENT OF GRANT PROGRAM.
The Secretary of Health and Human Services shall establish a

program to make grants to eligible small businesses-
(1) to pay start-up costs incurred to provide child care serv-

ices; or
(2) to provide additional child care services;

needed by the employees of such businesses.
SEC. 3422. ELIGIBLE SMALL BUSINESSES.

To be eligible to receive a grant under section 3421, a small busi-
ness shall submit to the Secretary an application in accordance
with section 3423.
SEC. 3423. APPLICATION.

The application required by section 3422 shall be submitted by a
small business (separately or jointly with 1 or more other small
businesses) at such time, in such form, and containing such infor-
mation as the Secretary may require by rule, except that such ap-
plication shall contain-

(1) an assurance that such small business shall expend, for
the purpose for which such grant is made, an amount not less
than 300 percent of the amount of such grant;

(2) an assurance that such small business will expend such
grant for the use specified in section 3421, as the case may be;

(3) an assurance that if the employees of such small business
do not require all the child care services for which such grant
and the funds required by paragraph (1) are to be expended by
such small business, the excess of such child care services shall
be made available to families in the community in which such
small business is located;

(4) an assurance that such small business will employ strate-
gies to provide such child care services at affordable rates, and

on an equitable basis, to low- and moderate-income employees;
and

(5) an assurance that the provider of such child care services
will comply with all State and local licensing requirements ap-
plicable to such provider.

SEC. 3424. APPLICABILITY OF PROVISIONS OF THE HEAD START ACT.
Sections 654, 655, and 656 of the Head Start Act (42 U.S.C. 9849-

9851) shall apply with respect to this chapter to the same extent
and in the same manner as such sections apply with respect to
such Act.
SEC. 3425. DEFINITIONS.

As used in the chapter:
(1) SMALL BusINss.--The term "small business" means a

person that-
(A) is engaged in commerce and whose primary activity

is not providing child care services; and
(B) has fewer than 50 full-time (or the equivalent) em-

ployees.
(2) SECRETARY.-The term 'Secretary' means the Secretary of

Health and Human Services.
SEC. 3426. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated $25,000,000 for each of the
fiscal years 1990, 1991, 1992, and 1993 to carry out this chapter.

CHAPTER 3-APPLICATION OF OTHER ACTS

SEC. 3521. APPLICATION OF OTHER ACTS.
Title IX of the Education Amendments of 1972, as amended from

time to time, shall be deemed applicable to any program or activity
assisted under any provision of this subtitle, or to any amendment
made by this subtitle, to the same extent and in the same manner
as any program or activity included within the meaning of such
term under such title IX. References in this subtitle, or any amend-
ment made by this subtitle, to section 654 of the Head Start Act
shall be construed so as to be consistent with such title IX.

Strike subtitle I of title XI of the bill and insert the following:

Subtitle I--Child Care Provisions

PART I--EPANDED TrrLE XX CHLDn CARm

SEC. 11901. CHILD CARE.
(a) EsrABuLmni r.-Title XX of the Social Security Act (42

U.S.C. 1397 et seq.) is amended-
(1) by inserting after the title heading the following.

"SEC. 2000. LIMITATION ON ENTITLEMENT.
"For payments to which States are entitled under this title,

there are authorized to be appropriated to the Secretary-
"(1) $2,900,000,000 for fiscal year 1990, of which $200,000,000

shall be for payments under section 2007;
"(2) $3,250,000,000 for fiscal year 1991, of which $350,000,000

shall be for payments under section 2007;
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"(3) $3,500,000,000 for fiscal year 1992, of which $400,000,000
shall be for payments under section 2007; and

"(4) $3,700,000,000 for each fiscal year after fiscal year 1992,
of which $400,000,000 shall be for payments under section 2007;
and

(2) by adding at the end the following:
SEC. 2007. CHILD CARE.

"(a) PAYMENTS TO STATES FROM SPECIAL ALLOTMENTS.-
"(1) ENmrLrEMzNT.-Each State which is eligible for funds

under this section for a fiscal year shall be entitled to pay-
ments in an aggregate amount equal to the special allotment
of the State for the fiscal year.

"(2) PAYMmNTrs.-The Secretary shall provide funds to each
State which is eligible for funds under this section for a fiscal
year from the special allotment of the State for the fiscal year,
in accordance with section 6503 of title 31, United States Code.

"(3) SPECIAL ALomENTors.-The special allotment of each
State for any fiscal year equals the amount that bears the
same ratio to the amount appropriated under section 2000 for
payments under this section for such fiscal year, as the
number of children who have not attained the age of 13 years
residing with families in the State bears to the total number of
children who have not attained the age of 13 years residing
with families in all States, determined on the basis of the most
recent data available from the Department of Commerce at the
time the special allotment is determined.

"(4) ExPENDITURE OF FUNDS BY STATES.-Except as provided
in paragraph (6XA), each State which receives funds under this
section for any fiscal year shall expend such funds in such
fiscal year or in the succeeding fiscal year.

"(5) RPammBUTImoN OF UN iXPEWDED SPECIAL ALLOTMENT.-
'(A) RnawnrANC TO T'nr SECRrTARY.-Each State which

receives funds under this section for a fiscal year shall
remit to the Secretary that part of such funds which the
State intends not to, or does not, expend in such fiscal year
or in the succeeding fiscal year.

"(B) REDISTRIBUTION.-The Secretary shall increase the
special allotment of each State not remitting any amount
to the Secretary for a fiscal year pursuant to subpara-
graph (A) by an amount equal to-

"(i) the aggregate of the amounts so remitted; multi-
plied by

"(ii) the adjusted State share for such fiscal year.
"(C) AN-usvD SaTATs SHAnR.-As used in subparagraph

(BXii), the term 'adjusted State share' means, with respect
to a fiscal year-

"(i) the special allotment of the State for such fiscal
year (before any increase under subparagraph (B)); di-
vided by

"(ii)() the special allotments of all States for such
fiscal year; minus
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"(ID the aggregate of the amounts remitted to the
Secretary for such fiscal year pursuant to subpara-
graph (A).

"(b) LEAD AGENCY.-
"(1) DIGNATIoN.-The chief executive officer of a State de-

siring to participate in the program authorized under this sec-
tion shall designate, in an application submitted to the Secre-
tary under subsection (c), an appropriate State agency that car-
ries out the responsibilities described in paragraph (2) to act as
the lead agency.

"(2) REsPoNsm Lrrss.-
"(A) ADanarRATnoN OF FruNDs.-The lead agency shall

administer the funds made available to the State under
this section to support programs and services authorized
under this section.

"(B) CooRDINATION.-The lead agency shall coordinate
with State and local governments in developing the State
plan required under subsection (c) to provide services
under this section.

"(C) INTBAGIENCY cOOBDINATION.-The lead agency shall
establish procedures for assuring that appropriate State
agencies work together to carry out the purposes of this
section.

"(c) STATE PLAN REQIRUMEN.-
"(1) APPLICATION.-To be eligible to receive funds under this

section for a fiscal year, a State shall prepare and submit an
application to the Secretary that shall be subject to the approv-
al of the Secretary and that complies with the requirements of
paragraph (3).

"(2) APPROVAL-Not later than 90 days after the date of the
submission of the State application under paragraph (1), the
Secretary shall either approve or disapprove such application.
If the ecretary disapproves the a catio the Secretary
shall provide the State with an explanation and recommenda-
tions for changes in the application to gain approval

"(3) STATE PLAN QUME rs.-The application submitted
under paragraph (1) shall contain a plan which-

"(A) identifies the lead agency in accordance with sub-
section (b);

"(B) describes the activities that the State will carry out
with funds provided under this section for the fiscal year,

"(C) provides assurances that the funds provided under
this section will be used to supplement, not supplant, State
and local funds as well as Federal funds provided under
any Act and applied to child care activities in the State
during fiscal year 1989;

"(D) provides assurances that the State will not expend
more than 7 percent of the funds provided to the State
under this section for the fiscal year for administrative ex-
penses;

"(E) provides assurances that the State will give priority
to programs that serve low-income families and geograph-
cal areas;
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"(F) ensures that child care providers reimbursed under
this section meet applicable standards of State and local
law;

"(G) provides assurances that the lead agency will co-
ordinate the funds provided under this section with other
Federal resources for child care provided under this Act,
and with other Federal, State, or local child care and pre-
school programs operated within the State; and

"(H) provides for the establishment of fiscal and account-
ing procedures that may be necessary to-

"(i) ensure a proper accounting of Federal funds re-
ceived by the State under this section; and

"(ii) ensure the proper verification of the reports
submitted by the State under subsection (eX2).

"(d) USE OF FUNDS.-
"(1) IN GaNRAL.-Funds provided under this section shall be

used to address deficiencies in the supply of child care, and to
expand and to improve child care services, with an emphasis
on providing such services to low-income families and geo-
graphical areas. Subject to the approval of the Secretary,
States receiving funds under this section shall use such funds
to carry out child care programs and activities through cash
grants, certificates, vouchers, or contracts with families, or
public or private entities as the State determines appropriate.

"(2) SPEcnic usEs.-Each State which receives funds under
this section may expend such funds for-

"(A) child care services for infants, sick children, chil-
dren with special needs, and children of adolescent par-

"tB) after-school and before-school programs and pro-
grams during nontraditional hours for the children of
working parents;

"(C) programs for the recruitment and training of day
care workers, including older Americans;

"(D) grant and loan programs to enable child care work-
ers and providers to meet State and local standards and
requirements;

(E) child care information and referral services;
"(F) child care programs developed by public and private

sector partnerships;
"(G) liability insurance pools to serve child care provid-

2e(Hi programs to promote and ensure the health and
safety of children and caregivers, to improve the quality of
all types of child care, and to train child care providers in
health and safety practices;

"(I) State efforts to provide technical assistance designed
to help providers improve the services offered to parents
and children; and

"(J other child care-related programs consistent with
the purpose of this section and approved by the Secretary;,

"(3) USE OF FUND WITH PROVIDERS WITH SECTARIAN ACTI-
TI' AS PART OF CHILD CARE PROORAM.-It is the sense of the
Congress that, as is the case under current law, and unless pro-
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hibited by State law or regulation, any parent who receives
funds under this section in the form of vouchers may use such
vouchers with any eligible child care provider that has sectari-
an activities as part of a program of child care if such provider
is chosen by the parent, and that if parents have freely chosen
sectarian child care from among the available alternatives,
such parents may use vouchers for such purpose without vio-
lating the constitutional prohibition on establishment of reli-
gion.

"(4) ELUsBLE NTrrms.-Entities eligible to receive funds
under this section, and meet the requirement of subsection
(cX3XF), shall include-

"(A) units of State and local governments, and elementa-
ry, secondary and post-secondary educational institutions;

"(B) nonprofit organizations under subsections (c) and (d)
of section 501 of the Internal Revenue Code of 1986;

"(C) professional or employee associations;
"(D) consortia of small businesses; and
"(E) proprietary for-profit entities, child care providers,

and any other entities that the State determines appropri-
ate subject to approval of the Secretary.

"(5) PRoHIrrzD usE.-Any State which receives funds under
this section may not use any of such funds-

"(A) to satisfy any State matching requirement imposed
under any Federal grant;

"(B) for the purchase or improvement of land, or the
purchase, construction, or permanent improvement (other
than minor remodeling) of any building or other facility;
or

"(C) to provide any service which the State makes gener-
ally available to the residents of the State without cost to
such residents and without regard to the income of such
residents.

"(e) RzPoRTINa REQuIRHMKNs.-
"(1) No'cr TO SECRETARY OF UNEXPENDED FTNDS.-Each

State which has not completely expended the funds received by
the State under this section for a fiscal year in such fiscal year
or the succeeding fiscal year shall notify the Secretary of any
amount not so expended.

"(2) STATE REPORTS ON USE OF FUNS.-Not later than 18
months after the date of the enactment of this section, and
each year thereafter, the State shall prepare and submit to the
Secretary, in such form as the Secretary shall prescribe, a
report describing the State's use of funds received under this
section, including-

"(A) the number, type, and distribution of services and
programs under this section;

"') the average cost of child care, by type of provider;
"(C) the number of children served under this section;
"(D) the average income and distribution of incomes of

the families being served;
"(E) efforts undertaken by the State pursuant to this sec-

tion to promote and ensure health and safety and improve
quality; and



44

"(F) such other information as the Secretary considers
appropriate.

"(3) GumD msL FOR STATE REPORTS; COORDINATION WITH R -
PORTS UNDR SwECON 200.--Within 6 months after the date of
the enactment of this section, the Secretary shall establish
guidelines for State reports under paragraph (2). To the extent
feasible, the Secretary shall coordinate such reporting require-
ment with the reports required under section 2006 and, as the
Secretary deems appropriate, with other reporting require-
ments placed on States as a condition of receipt of other Feder-
al funds which support child care.

"(4) REPORTS BY THE SECRETARY.-
"(A) REPORTS TO THE CONGRESS OF SUMMARY OF STATE RE-

POrrs.-The Secretary shall annually summarize the infor-
mation reported to the Secretary pursuant to paragraph
(2) and provide such summary to the Congress.

"(B) REPORTS TO THE sTATLE ON EFFECrIVE PRAcrICEs.-
The Secretary shall annually provide the States with a
report on particularly effective practices and programs
supported by funds received under this section, which
ensure the health and safety of children in care, promote
quality child care, and provide training to all types of pro-
videra".

(b) ALTERNATIVE ENITLMENr LEVELS IF RECONCILATION BILu IN-
SumrnCNTL FUNDS TITL XX OF THE SociAL SECURITY ACT.-

(1) AEImxDmNT.--Section 2000 of the Social Security Act, as
amended by subsection (aX1), is amended to read as.follows:

SEC. 2000. LIMITATION ON ENTITLEMENT.
"For payments to which States are entitled under this title,

there are authorized to be appropriated to the Secretary-
"(1) $3,050,000,000 for fiscal year 1991, of which $350,000,000

shall be for payments under section 2007; and
"(2) $3,100,000,000 for each fiscal year after fiscal year 1991,

of which $400,000,000 shall be for payments under section
2007.".

(2) EFFcrvx DATE.-The amendment made by paragraph (1)
shall take effect on the effective date of the reconciliation leg-
islation reported under section 310(b) of the Congressional
Budget Act for the fiscal year 1990, if such legislation does not
have the effect of amending subsection (c) of section 2003 of the
Social Security Act so that the amounts specified in such sub-
section (c) for purposes of subsections (a) and (b) of such section
2003 are-

(A) $2,900,000,000, for fiscal year 1990;
(B) $3,250,000,000, for fiscal year 1991;
(C) $3,500,000,000, for fiscal year 1992; and
(D) $3,700,000,000, for each fiscal year after fiscal year

1992.

PART II-TAX CHANGES RELATING TO CHaD CARE

SEC. 11911. EXPANSION OF EARNED INCOME TAX CREDIT.
(a) GENERAL RuL---Subsections (a) and (b) (relating to earned

income tax credit) are amended to read as follows:

"(a) ALLOWANCE OF CaRDrr.-
"(1) IN GaENERAA-In the case of an eligible individual, there

shall be allowed as a credit against the tax imposed by this
subtitle for the taxable year an amount equal to the credit per-
centage of so much of the earned income for the taxable year
as does not exceed $5,714.

"(2) LrMrrATION.-The amount of the credit allowable to a
taxpayer under this subsection for any taxable year shall not
exceed the excess (if any) of-

"(A) the credit percentage of $5,714, over
"(B) the phaseout percentage of so much of the adjusted

gross income (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds $9,000.

"(b) PERCINTAGES.-
"(1) IN GOEBRAL-For purposes of subsection (a)-

'In the case of an eligible individual with: The credit
percentage iE

1 qualifing ch ld ............... .............. .. 17
2 qualifying childre ........................ 21
8 or more qualifying children ................. 256

The phaseoat
perentage is:

12
16
18.

"(2) SUPPLEINTAL YOUNG CHLnD CREDIT.-In the case of a
taxpayer with a qualifying child who has not attained age 6 as
of the close of the calendar year in which or with which the
taxable year of the taxpayer ends-

"(A) the credit percentage shall be increased by 6 per-
centage points, and

"(B) the phaseout percentage shall be increased by 4.25
percentage points".

(b) QUALIFnu G CHIL D o r D.-Subsection (c) of section 82 is
amended by adding at the end thereof the following new para-
graph

"(3) QuALIFYINo CHILD.-The term 'qualifying child' means
any child (within the meaning of section 151(cX3)) of the eligi-
ble individual if-

"(A) such individual is entitled to a deduction under sec-
tion 151 for such child (or would be so entitled but for
paragraph (2) or (4) of section 152(e)), and

"(B) such child has the same principal place of abode as
such individual for more than one-half of the taxable
year.".

(c) ADVANCE PAYMNT PROVIONs.-
(1) PAYMENT BASED ON NUMBEM OF QUALFYING CHILDREN.-

(A) Subsection (b) of section 3507 is amended by striking
"and" at the end of paragraph (2), by striking the period at
the end of paragraph (3) and inserting ", and", and by in-
serting after paragraph (3) the following new paragraph

"(4) states the number of qualifying children as defined in
section 32(cX3)) of the employee for the taxable year and
whether any such child is described in section 32(bX2).'.

(B) Paragraph (2) of section 3507(c) is amended-
(i) by striking "14 percent" in subparagraphs (BXi)

and (C(i) and inserting "the credit percentage',
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(ii) by striking "subsection (by' in subparagraph
(B)(ii) and inserting "subsection (a)2Y', and

(iii) by adding at the end thereof the following new
sentence:

"For purposes of this paragraph, the determination of the
credit percentage under section 32(b), and the determination of
the amounts referred to in subparagraph (BXii), shall be made
on the basis of the information specified in the earned income
eligibility certificate.".

(C) Clause (i) of section 3507(eX3XA) is amended by in-
serting before ", or" the following: "(or changing the per-
centages applicable to the employee under section 32(b) for
the taxable year)".

(2) ExPANDED PARTICIPATION IN ADVANCE PAYMENT PRO-
CRAM.-Subsection (e) of section 3507 (relating to furnishing
and taking effect of certificates) is amended by adding at the
end thereof the following new paragraph:

"(6) EPLOYss REQUImED TO COLLECT CERTICATE OR STATE-
MENT OF INrLIGmIBIiTY, 'rc.--On or before the date of com-
mencement of employment with an employer, the employer
shall require the employee to furnish to the employer a signed
earned income eligibility certificate or a signed statement that
such employee does not meet the requirements of paragraphs
(1) and (2) of subsection (b). As of the beginning of each calen-
dar year, the employer shall require each employee with re-
spect to whom an earned income eligibility certificate is in

effect to determine whether there has been a change in cir-
cumstances requiring a new certificate or revocation of such
certificate.".

(3) REPEAL OF CALENDAR YEAR LIMITATION ON GFFzcIrvENE
OF CERTIFICATE.-

(A) Subparagraphs (A) and (B) of section 3507(eX1) are
each amended by striking "had been in effect for the cal-
endar year" and inserting "is in effect".

(B) Paragraph (2) of section 3507(e) is amended-
(i) by striking "for any calendar year", and
(ii) by striking "during such calendar year".

(d) COORDINATION OF EARNED INCOME CREDIT WITH MsANs-TEsrED
PROaGAMs.-

(1) Section 32 is amended by adding at the end thereof the
following new subsection:

"(j) FgDnAL MsANs-TasID TRANsrRB PAYMENTS TREAT AS
SUPPORT PROVIDED BY TAXPAYER--Solely for purposes of determin-
ing whether any credit is allowable to an individual under this sec-
tion (and the amount of credit so allowable), Federal means-tested
payments shall be treated as support provided by such individual."

(2) Section 402(a) of the Social Security Act (42 U.S.C. 602(a))
is amended-

(A) in paragraph (8XA)-
(i) by adding "and" at the end of clause (vi); and
(ii) by striking clause (viii); and

(B) by inserting after subsection (c) the following.
"(dX1) For purposes of paragraphs (7) and (8) of subsection (a),

any refund of Federal income taxes made by reason of section 32 of
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the Internal Revenue Code of 1986 (relating to earned income tax
credit) and any payment made by an employer under section 3607
of such Code (relating to advance payment of earned income tax
credit) shall be considered earned income.

"(2) In any case in which such advance payments for a taxable
year made by all employers to an individual under section 3607 of
such Code exceed the amount of such individual's earned income
credit allowable under section 32 of such Code for such year, so
that such individual is liable under section 32(g) of such Code for a
tax equal to such excess, such individual's benefit amount must be
appropriately adjusted so as to provide payment to such individual
of an amount equal to the amount of the benefits lost by such indi-
vidual on account of such excess advance payments."

(e) CONFORMING AMEDMmrNT.-
(1) Paragraph (2) of section 32(f) is amended-

(A) by striking "subsection (bY' each place it appears in
subparagraphs (A) and (B) and inserting "subsection
(aX2)", and

(B) by adding at the end thereof the following new sen-
tence:

"Separate tables shall be prescribed for taxpayers with 1 quali-
fying child, 2 qualifying children, 8 or more qualifying chil-
dren, and any qualifying child who has not attained age 6.".

(2) Subparagraph (A) of section 32(i)(2) is amended by strik-
ing "or iiY' in clause (i) and by striking "clause (iiY' in clause
(ii) and inserting "clause (iiY'.

(3) Subparagraph (B) of section 32(iX2) is amended by strik-
ing clauses (i), (ii), and (iii) and inserting the following:

"(i) the $5,714 amounts contained in subsection (a),
and

"(ii) the $9,000 amount contained in subsection
(aX2)(B).".

(f) E cnr DATE--
(1) IN OmNfRAL-The amendments made by this section

(other than subsection (dX2)) shall apply to taxable years begin-
niafter December 31, 1990.

(2UBRS2CON (dX2).-
(A) IN GENMRAL-Except as provided in subparagraph

(B), the amendment made by subsection (dX2) shall apply
to payments under title IV of the Social Security Act for
calendar quarters beginning on or after January 1, 1991,
without regard to whether regulations to implement such
amendments are promulgated by such date.

(B) DELAY PRMmITrD PI STATE LEGISLATION RxQUIRn.-In
the case of a State plan approved under section 402(a) of
the Social Security Act which the Secretary of Health and
Human Services determines requires State legislation
(other than legislation appropriating funds) in order for
the plan to meet the additional requirements imposed by
the amendment made by subsection (dX2), the State plan
shall not be regarded as failing to comply with the require-
ments of such title solely on the basis of its failure to meet
such additional requirements before the first day of the
first calendar quarter beginning after the close of the first
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regular session of the State legislature that begins after
the date of the enactment of this Act. For purposes of the
previous sentence, in the case of a State that has a 2-year
legislative session, each year of such session shall be
deemed to be a separate regular session of the State legis-
lature.

(g) STrnY.-The Secretary of the Treasury or his delegate shall
conduct a study of the changes made by this section in section 3507
of the Internal Revenue Code of 1986 to determine whether such
changes have resulted in an undue administrative or paperwork
burden on taxpayers or the Internal Revenue Service. Not later
than 2 years after the date of the enactment of this Act, such Sec-
retary shall submit to the Committee on Ways and Means of the
House of Representatives a report of such study together with any
recommendations such Secretary may have (including recommen-
dations with respect to alternatives to such section 3507).
SEC. 11912 PHASEOUT OF DEPENDENT CARE CREDIT AND EXCLUSIONFOR DEPENDENT CARE ASSISTANCIE

(a) DPuNDE:NT CARE CaRDrr.-Subsection (a) of section 21 is
amended by adding at the end thereof the following new para-
graph:

"(3) PHASEOUT OF CRDIrr FOR TAXPAYERS WHOSR ADJuerrD
GROss INCOOMtS ExcaMs $70,000.-If the taxpayer's adjusted
gross income for the taxable year exceeds $70,000, the applica-
ble percentage shall be reduced (but not below zero) by 1 per-
centage point for each $1,000 of such excess."

(b) ExCLUSION FOR DEPENDENT CAR AssIsrc-Paragraph (2)
of section 129(a) is amended by redesignating subparagraphs (B)
and (C) as subparagraphs (C) and (D), respectively, and by inserting
after subparagraph (A) the following new paragraph:

"(B) PaASOUT OF EXCLUSION FOR TAXPAYERS WHOSE AD-
JUTU D CROSS INCOMES EXCEEDS $70,000.-If the taxpayer's
adjusted gross income for the taxable year exceeds $70,000
($35,000 in the case of a separate return by a married indi-
vidual), the dollar amounts in subparagraph (A) shall be
reduced (but not below zero) by $250 for each $1,000 of
such excess."

(c) EFFPcrIVE DAT&--The amendments made by this section shall
apply to taxable years beginning after December 31, 1990.

PART I--CHILD CARE EARNINGS EXCLUDED FROM
EXCESS EARNINGS TEST

SEC. 11921. CHILD CARE EARNINGS EXCLUDED FROM WAGES AND SELF-EMPLOYMENT INCOME FOR EXCESS EARNINGS TEST.
(a) WAGs.--Section 203(fXXC) of the Social Security Act (42

U.S.C. 403(f(XXC)) is amended-
(1) by striking out "or" at the end of clause (i),
(2) by striking out the period at the end of clause (ii) and in-

serting in lieu thereof ", or", and
(3) by adding at the end thereof the following new clause:

"(i) the amount of any payment made to an em-
ployee who has attained retirement age (as defined in
section 216(1)) by an employer for child care services
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(including indirect services) performed by such em-
ployee after the month in which such employee initial-
ly becomes entitled to insurance benefits under this
title.".

(b) SsL-EMPLoYMmNT INCOMR.--Section 203(fX5XD) of such Act
(42 U.S.C. 403(fX5)(D)) is amended-

(1) by striking out "or" at the end of clause (i),
(2) by adding "or" at the end of clause (ii),
(3) by inserting immediately after clause (ii) the following

new clause:
"(iii) an individual who has attained retirement age

(as defined in section 216(1)) who has become entitled
to insurance benefits under this title, any income at-
tributable to child care services (including indirect
services) performed after the month in which such in-
dividual becomes entitled to such benefits,", and

(4) by striking out "royalties or other income" and inserting
in lieu thereof "royalties or income".

(c) PAYmmmN s OF CERTAN RscoMPUTrs BEKNT S DmLAYKD.-Sec-
tion 215(fX2) of the Social Security Act (42 U.S.C. 415(fX2)) is
amended by adding at the end thereof the following new subpara-
graphb

"(E) Under regulations of the Secretary, monthly bene-
fits increased as a result of a recomputation under this
paragraph shall be further increased on an actuarial basis
to include such benefits which would have otherwise been
paid in a lump sum (determined from the recomputation
date to the effective date of such recomputation as provid-
ed under subparagraph (D)) as exceed an amount equal to
such additional benefits determined for a 13-month period
beginning from such recomputation date.".

(c) ErFFsrrvE DATES.-
(1) The amendments made by subsections (a) and (b) shall

apply to wages or income earned after the date of the enact-
ment of this Act.

(2) The amendment made by subsection (c) shall apply to re-
computations made after the date of the enactment of this Act.
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