101sT CONGRESS RxPORT
1st Session ] HOUSE OF REPRESENTATIVES [ 101-261

PROVIDING FOR THE FURTHER CONSIDERATION OF
H.R. 3299

SxkpreMuER 26, 1989.—Referred to the House Calendar and ordered to be printed

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

REPORT

[To accompany H. Rea. 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 pasa. -

SkcrioN 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 DI}PI'Y REDUCTION FOR CERTAIN LEATHER-RELATED PROD-

(a) IN GENERAL—Section 218 of the Caribbean Basin Economic
Recovery Act (19 U.S.C. 2708) is amended by adding at the end
thereof the followi.n? new subsection:

“(hX1) The rate of duty on any handbag, luggage, flat good, work

glove, or leather wearing apﬁﬁl that—
“(A) is a product of a beneficiary country; and
“(B) was not designated on August 5, 1983, as an e].i%ible ar-
ticle for the p 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
undei the that would apply to such article but for this para-
gra
“?2) The President shall proclaim the rates of duty imposed
under ph (1).
“(8) The duty applied under paragraph (1) to an article. is in lieu
of th?, duty provided for that article under general column 1 of the
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b) d(‘)aﬁmxmo AMENDMENT.—Section 218(b) of such Act is
amended—
(1) by striking out “ handbags, luggage, ﬂat work
gloves, and leather wearing zgparel in paragraph
2) by striking out “or’”’ at the end of paragrap. (4
(3) by stnkin;g out the period at the end of paragraph (5) and

inserting “; H
Y] by addmg at the end thereof the following new para-

“}6) a.r(ﬁi)cles to which reduced rates of duty apply under sub-
section (h).”

On page 702, delete the item relating to “Importatlon of Radlo
Frequ Devices” under “Miscellaneous Charges” and red
nate the foll items acco

Strike section 8002 and insert efollowing:

SEC. 8002, FUNDING OF COST-OF-LIVING ADJUSTMENTS FOR CERTAIN
POSTAL SERVICE ANNUITANTS AND SURVIVOR ANNUITANTS.

(a) IN GENERAL—Section 8348 of title 5, United States Code, is
amended by adding at the end the foll

“(mX1) Notwithstandi  other provmlon of law, the United
Statee Postal Service le for that portion of any estimat-
edmcreaseintheunﬁmdedhabm of the d which is attribut-

_able to any benefits %ayable from the Fund to former employees of
the Postal Service first become annuitants by reason of sepa-
raﬁonﬁ'omthePoatalServiceonoraﬂerOctoberl, 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
mph (1) of this subsection shall be determined by the
r consultation with the Postal Service. The Postal Serv-
mshaﬂpaytheamountsodetermnedtotheOfﬁcemlBequal
annual installments with interest computed at the rate used in the
most recent valuation of the Civil Service Retirement System, and
with the wt thereof due at the end of the fiscal m
which the living adjustment with respect to which
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 attnbutable to employ-
ment with the Postal Service.”

(b) ErrecTIvE DATE: SizE OF ANNUAL INSTALLMENTS TO FUND
EarLier COLAS; ADDITIONAL AMOUNT INITIALLY PAYABLE.—

(63} ErrrcTIvE DATE—This section and the amendment made

. by this section shall be effective as of October 1, 1986.

(2) SIZE_ OF ANNUAL INSTALLMENTS TO FUND PREVIOUS YEARS'
COLAs.—Notwithstanding a‘fmvuuon of section 8348(m) of
title 5, United States Code (as added by subsection (a)), the esti-
matedmcreasemtheunfundedhabﬂityreferredtoinpara
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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 resmto the cost-of-living ad-
justment which took effect in year 1987;

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

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

(8) ADDITIONAL AMOUNT PAYABLE—

(A) GENERALLY.—The first pa{ment made under the pro-
visions of section 8348(m) of title 5, United States Code (as
added by subsection (a)) shall mclude, 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 ena before October 1, 1986.

(B) CoMPUTATION METHOD.—Subject to paragraph (2), the
additional amoun yable under this paragraph shall be
computed in aeconﬁnce 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 co 1;Eounded annually‘ and

(iii) shall be computed for period beginning o
the date by which such amount should have been pmd
(if this section had been enacted before October 1,
192((15) 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 n ut 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. 3239 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
pr 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 6564 of the Head Start Act shall be
construed so as to be consistent with such title IX.



4

SecrioN 2

The following are th dments i
ion w e amendments made in order under House

1. AN AMENDMENT To B OFFERED BY REPRESENTATIVE ROURKEMA OF
New Jersky, or HER DesIGNEE, DEBATABLE ror Nor To EXCEED

60 MinuTes, To Be EQuaLLY Drvipep ANp Co LLED
PROPONENT OF THE AMENDMENT AND A an%m m
TO

On page 149, strike out line 1 and all that follows thro page
150, line 22 and redesignate succeeding subsections accordiz%lllx

2. AN AMENDMENT To BE OFFERED BY REPRESENTATIVE DORGAN OF
NorTtH DAKOTA, OR His DESIGNEE, DEBATABLE FOR NoT TO EXCEED
60 MinuTes, To BE EQuUALLY DIVIDED AND CONTROLLED BY THE
PROPONENT OF THE AMENDMENT AND A MEMBER OPPOSED THERETO

In title XI of the bill, strike parts IV and V of subtitle C.
follln title XI ofthelljah.l, strike part I of subtitle C and insert the
owing:

PART I—REPRAL OF SECTION 89 NONDIBCRIMINATION RULRS

SE(C. 11301. REPEAL OF SECTION 89.

a) IN GENERAL.—Section 89 (relating to benefits provided under

certain discriminatory employee benefit plans) is hereby repealed.
(b) CLEricAL AMENDMENT.—The table of sections for part II of

gbchaptelég B of chapter 1 is amended by striking the item relating
section 89. '
(c) ErrrcTIVE DATE.—The amendments made by this section shall

ti%lgg effect as if included in section 1151 of the Tax Reform Act of

S8EC. 11302. REINSTATEMENT OF PRE-1986 ACT NONDISCRIMINATION

(a) Ir(»:l)(}nNmL—

Each provision of law amended by subsection (b), (c),
(dX1), or (® of section 1151 of the Tax Rgform Act of 1986 is
amended to read as if the amendments made by such subsec-
D) Bach prmimien acied. paragra

ch provision w amended b h (22), R
(81) of section 1011B(a) of the Techgjcal andpl\vﬁ(scellf:gogg
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 1 3) (as in effect on the
day before the date of the enactment of the Tax Reform Act of

1936) is amended by striking “sub Ph (B) of section
410(bX1)” and ing “section 410(bX2XAXi)".
' (g)redwlgnasecmu‘iuf(gng)bm amendﬁd( Ct;)y striklb'ng sub ph (B)
an as subparagraph (B).
(5) Subparagraph (Cg of sectl%n 401(aX9) is amenged—
(A) by “(as defined in section 89(iX4))”, and

(B) by adding at the end the following: ‘“For purposes of
this sziparagraph, the term ‘churcom’ means a plan
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maintained b;' a church for church employees, and the
term ‘church’ means any church (as defined in section
8121(wX3XA)) or qualified churchcontrolled organization
(IKJ dgﬁlr;ed in sec;io:glzfl(w)@)(B))i’M( 3 ded b

(6XA) ubparagrap (C) of section nX3) is amen y

e “89, '

(B) Paragraph (1) of section 414(r) is amended by striking
“gections 89 and” and inserting ‘‘section”.

“8(90’)’ Paragraph (2) of section 414(t) is amended by striking

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

(b) ExcrpTiONs.—

(1XA) Paragraph (7) of section 7%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) EXEMPTION FOR CHURCH PLANS.—This subeection shall
not apply to any plan maintained by a church for church em-
Ployeea. 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 7Hd) 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) DEFERRED COMPENSATION PLANS EXCLUDED.—

“(A) IN GENERAL.—The term ‘cafeteria plan’ does not in-
clude any plan which provides for deferred compensation.
“(B) EXCEPTION FOR CASH AND DEFERRED ARRANGE-
MENTS.—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-
CATIONAL INSTITUTIONS.—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 all} contributions for post-retirement group life insur-

ance if—
‘*ti) 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.
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For purposes of section 79, any life insurance described in
the ptecedlj’ng sentence shall be treated as group-term life

insurance.
. (¢) ErrecTIVE DATE.—The amendments made by this section shall
ig.lég effect as if included in section 1151 of the Tax Reform Act of

8EC. 11303. OTHER PROVISIONS RELATING TO NONTAXABLE BENEFITS.

(a) DEPENDENT CARE AssIBTANCE.—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-
plc()gees who are not highly compensated employees.”

) APPLICATION OoF LiNe oF BusiNkss TEST FOR PERIOD BEFORE
GunELINES IssUED.—In the case of any plan year inning on or
before the date the Secretary of the ’}'reasury (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 subparagl.-aphs (A) and (B) of section 414(rX2) of such Code
;ntl} respio}ctthto a lmle of busine:l;b nlmydtreat it as a separate line of

usiness e employer reaso. etermines it to be separate.
(c) ExreCTIVE DATES.— d
(1) The amendments made by subsection (a) shall apply to

years beg‘mmn.g‘aﬂer December 81, 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.

8. AN AMENDMENT To BE OFFERED BY REPRESENTATIVE ANDERSON
OF CALIFORNIA, OR Hig DrsIGNER, DEBATABLE FOR NOT TO EXCEED
60 MinuTes, To Be EQuALLY DIVIDED AND CONTROLLED BY THE
PROPONENT OF THE AMENDMENT AND A MEMBER OPPOSED THERE-
TO

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

4. AN AMENDMENT To B OFFERED BY REPRESENTATIVE ROSTENKOW-
SKI OF ILLINOIS, OR REPRESENTATIVE GEPHARDT OF MISSOURI, OR
THEIR DESIGNER, DEBATABLE FOR Not To Exceep 2 Houss, To Be
EQuaiLy Divibep AND CONTROLLED BY THE PROPONENT OF THE
AMENDMENT AND A MEMBER OPPOSED THERETO

Strike so much of subtitle J of title XI reced I th
of and insert the following: eoieep o8 part ere

t
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Subtitle J—Expansion of IRA Deduction; Elimination of Provision
Reducing Marginal Rate for High-Income Individuals

PArT I—ExransioN or IRA DepucTioN

SEC. 11951. ACTIVE PARTICIPANTS ALLOWED DEDUCTION FOR 50 PER-

CENT OF CONTRIBUTIONS.

(a) GENERAL RULE.—Paragraph (1) of section 21%(g) (relating to
limitation on deduction of active participants in certain pension
plans) is amended to read as follows:

“(1) IN GeNBRAL.—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 ufnder 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 (bX1XA) 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

“(’éi) the amount determined under subparagraph

(b) DISALLOWANCE oF DEDUCTION FOR INTEREST ON LoanN IN-
currED To Makk IRA ConTriBuTION.—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) INTEREST ON LOAN INCURRED TO MAKE IRA CONTRIBU-
TIoN.—In the case of any interest which is paid or accrued on
indebtedness incurred for purpoeses 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) 8 not apply), and

“(B) such interest s not be treated as investment in-
terest for purposes of subsection (d).”

(c) CONFORMING AMENDMENTS.—

(1) Subsection (o) of section 408 is amended by striking para-
graphs (1), (2), and (3) and inserting the following:

“(1) INn GENERAL.—Qualified nondeductible contributions may
b? made on behalf of an individual to an individual retirement
plan.

“(2) QUALIFIED NONDEDUCTIBLE CONTRIBUTIONS.—For purposes
of this subsection—

“(A) IN GENERAL.—The term ‘qualified nondeductible
contribution’ means the portion of any contribution for a
taxable year beginning r December 31, 1989, to an indi-
vidual retirement plan which is not allowable as a deduc-
g;m u?der section 219 solely by reason of subsection (gX1)

ereof.
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“(B) YrARS BEFORE 1990.—The term ‘qualified nondeduct-
ible contribution’ includes any contribution to an individ-
ual retlremenggglan for any taxable year bemn.nﬁ 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 PLECT TO TREAT DEDUCTIBLE CONTRI-
BUTIONS AS NONDEDUCTIBLE.—If a taxpayer elects not to
deduct 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) TIME WHEN CONTRIBUTION MADE.—In determining for

which taxable year a contribution is made, the rules of section
21%(fX8) shall agp}%”

@ P of section 21%f) is amended b striking
‘408(0)(2)(3%1'.0B and inse v

rtmg' “408(oX2XC)”.
. (S)I‘Sec'tions 408(0x323dm3tib ; 93(b) are elggl amended by stns
Ing “designated nondedu e” each it a (includ-
LD% In any heading) and inserting “quafified nonSeductible".
" (4XA) The section heading for section 6698 is amended by
“D_nsmNA'mq” and inserting “QUALIFIED”.

(B) The item relating to section 6693 in the table of sections

f%r part I ofsubcl;apter'B of cha ed’§8 is amended by striking

(D) Ermcrrvx DArE.—~The amendments made by this section ahall
gfpiyg Bg) contributions for taxable years beginning after December

8EC. 11952. DISTRIBUTIONS FROM INDIVIDUAL RETIREMENT PLANS MAY
BE USED WITHOUT PENALTY PURCHASE FIRST R
@ VIN a TO PAY HIGHER EDUCATION ETQPENSES. ® HOME 0
a ENERAL.—Paragraph (2) of section TXt) (relating to exce
tions to 10-percent additional tax on earl distributiont;nfgom quaE-
fied retirement plans) is amended by adding at the end thereof the
follawm&)new subparagraph: _
“(E) DISTRIBUTIONS FROM INDIVIDUAL RETIREMENT PLANS FOR
FIRST HOME PURCHASES OR EDUCATIONAL EXPENSES.—The follow-
ing distributions to an individual from an individual retire-
ment plan: :
“() FrsT-TIME HOMEBUYERS.—Qualified first-time home-
buye_r distributions (as defined in paragraph (6)).
(i) HIGHER EDUCATION EXPENSES,—Distributions (other
than distributions described in- subparagraph (A) or in
%ause @) te‘i! ﬂtl:g 1?xteréfi such distributions J) o
e qualifi igher education expenses (as defined in
paragraph (7)) of the taxpayer for the taxable year.”
(b) DeFiNTTTONS.—Section 72(t) is amended by adding at the end
thereof the following new paragraphs:
‘6) QuALIFIED FIRST-TIME HOMEBUYERS DISTRIBUTIONS.—For
purposes of ph (2XEXD)—
“(A) IN GENERAL~The term ‘qualified first-time home-
buyer distribution’ means any paFyrx(:Jent or distribution re-
ceived by a first-time homebuyer from an individual retire-
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t plan to the extent such payment or distribution is
Ezli l:?y the individual before the close of the 60th day
after the day on which such payment or distribution 18 re-
ceived to pay qualified acquisition costs with respect to a
principal regidence for such individual. this

“(B) QUALIFIED ACQUISITION oos'rsz—_—l_?or purposes of
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) FIRST-TIME Hon.miumn; OTHER DEFINTTIONS.—For
urposes of this paragraph— ) .

P “@) FmsT-riME HOMEBUYER.—The term ‘first-time
homebuyer’ means any individual if such individual
(and, if married, such indiyidual’s_sppuse) hx_ad 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
appliee. . .

‘(ii) PRINCIPAL RESIDENCE.—The term prmgnpal resi-
dence’ has the same meaning as when used in section

1034. )

*(iii) DATE oF acQuBITION.~—The term ‘date of acgui-
sitic(m’) means the date on which a bindmg contract to
acquire, construct, or reconstruct the pnngnpal resi-
dence to which subparagraph (A) applies is entered
into.

*(C) SPECIAL RULE WHRRE DELAY IN ACQUISITION.—Hf—

© “(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 (4), and

“(i1) by reason of a delay in the acquisition of the

residence, the requirements of subparagraph (A)

cannot be met, o
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 HIGHER EDUCATION EXPENSES.—For purposes
of paragraph (2XEXii), the term ‘qualified higher qducatmn ex-
penses’ has the meaning given such term by section 135(cX2),
reduced— )

“(A) as provided in section 135(dX1), 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).” . )

DATE.—The amendments made by this section ghall
ap(ﬁ Ei’fE‘;()’:ng;:ent:s and distributions after December 31, 1989, in
le years ending after such date.
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PArT I—ELIMINATION OF Provision Rep Mara
UCIN
RaTe ror HigH-INCOME INDIvaiLs AL Tax

8EC. 11961. ELIMINATION OF PROVISION
FOR HIGH INOOIE I;IDS (1) Il}lEDUCING MARGINAL TAX RATE

ed(i) IN GENERRAL—Section 1 (relating to tax imposed) is amend-

(1) by striking the item beginning “Over $29,750”
{lowa in Bubeectcilon (a) (relating to mfaine’d indi;lilgm;.:lus

“Over $29,750 but not over $71,900

&mm,s&:lua%%ofthamauom
Over $71,900 4

$16,26¢50, plus 83% of the excons
g the over

p A beginning “Over $23,900” and all
thatfoowsmsuﬁectnon(b) lati ; ok
o di ing the follonin o (reitet.mg to heads of households)
Over $25,900 but not over $61,850 $3,685, plus 28% of the excess over

Over $681,650 y
’1"135615',6&1)?"'; 883% of the excess over

3 by striking the item beginning “Over $17,850”
utl:ll: f;t:tl]llga in Bubseqtipn.(c) (relating to unma,n—ied ﬁd‘ivﬁl}
,l . d
‘ and inserting the followvillgflf nixmm of ko olds)
‘0va:r817,850butnotmr$48,150 Q,GE.F?OMIW 28% of the excems over

Over $48,150 761.50, p
”,mﬁg,E&}?sBS%afthammr
(4) by striking the item beginning “Over $14,875” and all

that follows in subsection (d) (relating to ied indivi
: ) : married individuals
separate returns) and Inserting the following new items:

“Over 314,875butnotmr$85,950 $2,281.25, glus 28% of the excess over
Over $35,950 3813‘2135?7 lus 83% of the excoss
) " 835,950 e
an

) by striking the item beginning “Over $5,000”
follqws in subsection (e) (relating estateesgild trut:il;g) ?aumfhﬁt
serting the following new items:
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“Over $5,000 but not over $18,000 $750, plus 289% of the excess over $5,000
Over $18,000 $2,990, &%35 83% of the excess over
$18,000.”
(b) REPEAL OF PHASEOUT.—

(1) IN GENERAL.—Section 1 is amended by striking subsection
@ (n)elating to phaseout of 15-percent rate and personal exemp-
tions).

(2) CoNFORMING AMENDMENT.—Subparagraph (A) of section
1(fX6) (relating to adjustments for inflation) is amended by

iking “‘subsection (gX4),”.

(c) 28 PERCENT MAXIMUM CAPITAL GAINS RATE.—Subsection (j) of
section 1 (relating to maximum capital gains rate) is amended to
read as follows:

“() MaxmmMuM CAPITAL GAINS RaTE.—If a taxpayer has a net cap-
ital gain for any taxable year, then the tax imposed by this section
shall not ex 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 in, 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 gm.n 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) ErFeCTIVE 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 GENERAL.—Section 6302 (relating to mode or time for col-
lection), as amended by section 11504, is amended by redesignati.n,%
subsection (f) as subsection (g) and by inserting after subsection (e
the following new subsection:

“(f) DePosITS OF SoCIAL SECURITY TAXES AND WITHHELD INCOME
Taxes.—If, under regulations rescribed 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 ﬁnking 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 a];)ply to the dollar
amount applicable under the preceding sentence.’

(b) ErrecTIVE DATE.—

(1) IN GeNERAL—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 POR 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 III—DEericit RebucrioN TrustT FunDp

SEC. 11971. DEFICIT REDUCTION TRUST FUND.

(a) CreAaTION oFr 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) TRANSFER TO ACCOUNT OF NEW ADDITIONAL REVENUES.—

(1) IN GeNERAL.—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

(2) QUALIFIED NET ADDITIONAL REVENUES.—For purposes of
this subsection—

(A) IN gENERAL.—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 case of fiscal year: The qualified 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 10,460,000,000.

(8) EstiMATES.—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) Use 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 III 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 AMENDMENT To BE OFFERED BY REPRESENTATIVE OxLEY OF
Omio, or His DesioNEE, DEBATABLE FOR Not To Exceep 30 Min-
utes, To Be EQuALLY DrviDED AND CONTROLLED BY THE Proro-
NENT OF THE AMENDMENT AND A MEMBER OPPOSED THERETO -

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

6. AN AMENDMENT To BE OFFERED BY REPRESENTATIVE DONNELLY
OF MASSACHUSETTS, oR His DESIGNEE, DEBATABLE FOR Nor To
Excexp 60 MinuTes, To BE EQuaLLY DivibEp AND CONTROLLED BY
THE PROPONENT OF THE AMENDMENT AND A MrmBER OPPOSED
THERETO

Amend F of subtitle B of title X (relating to revisions to the
Medicarxl-e %aarttastrophic Coverage - Act of 1988) to read as follows
(and conform the table of contents of such subtitle accordingly):

ParT F—REPEAL OF MEDICARE PROVISIONS IN THE MEDICARE
CaTASTROPHIC COVERAGE AcT 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 BENEFITS. .
(a) IN GENERAL.— . .

(1) GENERAL RULE.—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 r_epeal of section
102() of MCCA (relating to deductibles and coinsurance under
part A) shall not apply, but only insofar as such section
amended paragraph (%) of section 1813(a) of the Social Securi-
ty Act (relating to a deduction for blood).

(b) TRANSITION PROVISIONS FOR MEDICARE BENEFICIARIES.—

(1) INPATIENT HOSPITAL SERVICES AND POST-HOSPITAL EXTENDED
CARE SERVICES.—In applying sections 1812 and 1813 pf 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— i

(A) no day before January 1, 1990, shall be counted in
determining the beginning (or period) of a spell of iliness;
B) with reaﬁect to the limitation on such services pro-
vided in a spell of illness, days of such services before Jan-
1, 1990, shall not be counted, except that days of in-
patient hoepital services before January 1, 1989, which
were applied with reepect to an individual after receiving
90 days of services in a spell of illness (commonly known
as "li.gestime reserve days”) shall be counted;
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(©) the limitation of coverage of extended care services
-

to poet—hosplta.l extended care services shall not as;ply to

an individual receiving such services from a akilled nurs-

(D) the inpatient hospital d i secti
1813(&2(1'})' of t;uch Act ahz:la:lpnot ag;ii;—c-ub fe under o
1n the case of an individual who is receiving inna.
tient hospital services during a continuous ;grl-:goan gg—
ginning before (and including) January 1, 1990, with
m . . > .

such a deductible was im indivi
peg())dfof P 'oftlilcig dpos‘ed (1)3 8;1;1e individual for a
for a tahza“ " emunng. ing duri
iglgo?olf such a Oged;litible wzggli;mngpoaed glll-mtgeJi?Jndivi -
r 8 per ;, ad ;
ceznb)er fods, ando ospitalization that began in De-
iij inthecaseofaspellofiﬂneesofan individ
that began before J. uary not oo
. a5 0f T tOr 99311 1, 1989, and has not ended
) TI0SPICE CARB.—The restoration of section 1812(a)4) of th
Social tosemmty Act, effected. by subsection (aX1), sha.lol no":
Zil;l;gibed hosp. ice care prowdegl during the subsequent period
o in such Jsection as in effect on December 31, 1989)
::y 1?9153“ to which an election has been made before Janu-
)] ’TxthAnON OF HOLD HARMLESS PRO ~Secti
104(b) of MCCA is amended by striking “or 19Y9:)5’¥0er§:'h placeoiltl:

appears.
(c) TerMINATION OF
o~ IN(IB e i “miu ADJUSTMENTS IN PayMmENTS
. . £ HOSPITALS.—Section 104(cX1) of MCCA is
W and before Ja.ngary 1, 1990,” after 38‘:;?,2‘13*’{
an(zi)ndzggm HOSPITALS.—Section 104(cX2) of MCCA is
(A) by . . “a.nd bef 12
”J(alguqu m"’m-“?l’ oo ore Januray 1, 1990,” after
: “' ing the period at the end and inserti
fqllowmg_ : » Without regard to whether any of sucll-lnggngi?
ciaries exhausted medicare j patient hospital insurance
- benefits before January 1, 1989.",
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SEC. 10182. REPEAL OF SUPPLEMENTAL MEDICARE PREMIUM AND FED-
ERAL HOSPITAL INSURANCE CATASTROPHIC COVERAGE RE-

SERVE FUND.

(a) In GENERRAL.—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) DEraYy N Srtupy Draprumwe—Section 113(c) of MCCA is
agncanded by striking “November 30, 1988” and inserting “May 31,
1990”.

(c) DisposaL oF Funps IN FxperAL HosPrTAL INSURANCE CATA-
sTROPHIC COVERAGE ResERVE FUND.—Any balance in the Federal
Hospital Insurance Catastrophic Coverage Reserve Fund (created
under section 1817A(a) of the Social SBecurity Act, as inserted by
section 112(a) of MCCA) as of January 1, 1990, shall be transferred
into the Federal Hospital Insurance Trust Fund and any amounts
paf'able due to overpayments into such Trust Fund shall be pay-
able from the Federal Hospital Insurance Trust Fund.

(d) ErFecrive DaTes.—

(1) IN cENERAL.—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 EXPANSION OF MEDICARE PART B BENEFITS.
(a) IN GENERAL.—

(1) GeNERAL RULE.—Except as provided in paragraph (2), sec-
tions 201 through 208 of MCCA are repealed and the provisions
of law amend::g or repealed by such sections are restored or re-
vived as if such sections had not been enacted.

(2) ExceprioN.~—Paragraph (1) shall not apply to subsections
(g) and (mX4) of section 202 of MCCA.

(b) ConrorMinG AMENDMENTS.—Section 1905(p) of the Social Se-
curity Act (42 U.S.C. 1396d(p)) is amended—

(1) in paragraph (3XC)—

(A) by striking "Sub{ect to paragraph (4), deductibles”
and inserting ‘‘deductibles”, and

(B) by striking “1813, section 1833(h)” and all that fol-
lows and inserting “1813 and section 18338(b)).”; and

(2) by striking paragraph (4) and redesignating paragraph (5)
as paragraph (4).

(c) ErrecTivE DATE.—The provisions of this section shall take
effect January 1, 1990.

SEC. 10186. REPEAL OF CHANGES IN MEDICARE PART B MONTHLY PRE-
MIUM AND FINANCING.

(a) In GeNEBAL.—Sections 211 through 213 (other than section
211(b)) of MCCA are repealed and the provisions of law amended or
repealed by such sections are restored or revived as if such sections
had not been enacted.

(b) 1-TrMe TRANSFER OF NET ADDITIONAL PrEMIUMS.—There ghall
be transferred, as of January 1, 1990, from the Federal Supplemen-
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tary Medical Insurance Trust Fund to th ital Insur.

ance ’I‘(li\)mg:hBFund an ta:)n}o&n;t equal to— © Foderal Hospital )

amoun remiums collected i

1839(g) of the Social Secgrity Act, z‘;oinus pursuant o section

(2) the amount of administrative expenses incurred under

k?étc 2 O;fl liilstle XVIII of such Act relating to implementation of

(3) the amount of interest accrued to the Federal Suppl -

tary Medical Insurance Trust Fund attrib utablz to alo ffﬁxé
scribed in paragraphs (1) and (2).

ﬂ(c) ErrrcTIvE DATE.—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 31, 1989
8EC. 10187. AMENDMENT OF CERTAIN MISCELLANEOUS P '

() REVISION OF MEDIGAP REGULATIONS.— ROVIBIONS.
’(1131 eSectlnd egl}) ;ssseitc;f t112e2 Socmll(d)'ofSecunth M'ty Act (42 U.S.C. 13958s), as

on ; e C
age Act of 1983, is amended— ® Medicare Catastrophic Cover-
. in the third sentence of subsection (a) and in subsec-

tion (bX1), b iking “subsection (kX3)” and i i
“Gubsections (X3, (XD, (o). s o' eerting
(B) in subsection (k)— ™) sud @)

. in paragraph (1XA), by inserting
Zlndded in subsection (m),” before “Bumgc:p(tgxa;xgx)'g:

(D) in ph (8), by striking “subsection (1)’ and
(C)m‘?; ting “mmat ot 'onsd(lth(n}),lf-nd_ (n)”’; and ( )’

w add e en e following new subsections:

(mX1XA) If, within the 90-day period beginning on the datgn:f
the enactment of this subsection, the National Association of Insur-
ance Comllmsmol_lm:s (in this subsection and subeection (n) referred
to as the Assomgtaon') amends the amended NAIC Model Regula-
gé)n (referred to in subsection (kX1XA) and adopted on September

,}988)1:0reﬂecttl{echang‘esinlawmadebypartFofsubtitleB
of title X of the Omnibus Budget Reconciliation Act of 1989, subsec-
ggn ®X2XA) shall be applied in a State, effective on and after the

ulgsion. adoptad ron Sapn () a8 If the reforence to the Modol

une 6, , were a
amended NAIC Model Regulation (referred to ei;engh:gcugg;
(EX1XA)) lfs('amtgj];ded by the iation in accordance with this
in subeection and subsecti
m@%?)edéﬂdggﬁel Bt 20 on (n) referred to as the
I e specified in this subparagraph for i
earlier of the date the State adopts standarl:ih; e%u:l Stf)a t:rlfnghr:
sm%ent than the_ revised NAIC Model Regulation or 1 year after
thg te the Aaaocmtiqn 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 prpmu.lgate, not later than 60 days after
the end of such sugecn riod, revised Federal model standards (in this
subeection and subssction (n) referred to as ‘revised Federal model
standards’) for medical supplemental policies to reflect the changes
mlawmadebypartFofsubtitleBoft.itleXoftheOmnibus
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Budget Reconciliation Act of 1989, subsection (gX2XA) shall be a
plied in a State, effective on and after the date specified in su
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
str'u:igent 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
ag 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 re?ulatory 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 stan set
forth in the revised NAIC Model ation 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 {fm,graph (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 in
compliance with the standards described in subsection (bX1XA)
if the insurer issuing the policy complies with the revised
NAIC Model Regulation or the revi Federal model stand-
arcli_s (as the case may be) before the date of the sale of the

icy.

“(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-

é)amgraph (A). o .
*(3) In paragraph (1), the term ‘qualifying medicare mﬁglsemen-
tal policy’ means a medicare supplemental policy which 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

H. Rept. 101-2610 - 89 - 2
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than the revised NAIC Model ti i
I?‘?i(g} lth nda ), a8 tha - mron {or revised Federal
£ ettmdmds i > case
whichever is earlior. ed it gub ph (B),

“(B) In the case of a State whi Secretary i i i
sultaiiigl)l with the Association, en the identifies, in con-
‘a requiring State legislation (other than legislati
pna:mg funds) in order for medicare supplemeegrllstalatg]li;grg
n}‘e(zg standards described in subparagraph (AXi), but
19 91{1)) il;avmglb a Iilleg'mla ture which is not scheduled to meet in
. ggnside r:d ’egm tive session in which such legislation may be
e date specified in this subparagraph is the first da
this of th
ca.lepdar quarter begmnmg after the close of the ﬁrgt legisela%r::
seas119900n of the State legislature that begins on or after January 1
oy .hFor purposes o_f thq previous sentence, in the cage of a Staté
that as a 2-year legislative session, each year of such session shall
o 5eezIni1ed to be a separate regular session of the State legislature.
5 ) the case of a medicare supplemental policy in effect on
B-?élsugxry 1, 199(}, the policy shall not deemed to meet the stand-
v in gubsecfnon_ © unles:s each individual who is entitled to ben-
:u it 131; t:t. this title and 18 a policy holder under such policy on
15 sent a notice in any appropriate form by not later
than :{?.E)u{aﬁ'y 31, 1990, that explaing—

e changes in benefits under this title effected b F
of subtitle B of tit] i viliati
Ac(%of R e X of the Omnibus Budget Recon tion

“(B) how these changes affect the benefits i i
« Gpsoll;c;;hand the ogrelmum for the policy. ne conained In such
€ case of an insurer which had in eff
31, 1988, a {nedjcarg supplemental policy with reee;téc?:stgfa]zegg\;ﬁr
ugl, for which the individual terminated coverage as of January 1
1111 gg t.*(acl’r pﬁlllliy e?)lf"htist renewal 1;dﬂajtle btehel‘eaﬂ:er), no medicare supple:
I ] e insurer s d
m sulﬁzc)tlon (qziunlem i onall be eemed to meet the standards
‘ provides written notice, by Jan 16, 1990, to the indi-
wd}lal (_at the most recent aval'hbleu:cllydrm) of the oﬂ?arm c(Ii;-
scx"‘l(%e;d 1;9 subtoparagrath pgln (B), and
offers e in ividual, during the period inni
January 1, 1990, and ending on March 1, 1990, com (2}

ing treatment of pre-existing conditions and i
geremmm which are at least favorable to the mﬁzwagngug
lglérél.?’.as existed with respect to the policy as of Decemver 31,

(2) It is the sense of Congress that States
i L should respond, at
m ezrheet practicable daj:e after the date of the enacggnt zf
hi ct, to requests by insurers for review and approval of
;10 lfcrlsesanlg gﬁé-;mt? ad;ustml eng for medicare supplemental
com i

et ply wi ‘the amendments made by
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{b) ApJusTMENT 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.

(¢) Nomice or CHANGES.—The Secretary of Health and Human
Services shall provide, in the notice of medicare benefits prov1d_ed
under section 1804 of the Social Security Act for 1990, for a descri
tion of the changes in benefits under title XVIII of such Act made
by the amendments made by this part.

(d) MiscrLLANEOUS TRCHNICAL CORRECTION.—Section 221(gX3) of
MCCA is amended by striking “subsection (f)” and inserting “sub-
section (e)”.

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

Subpart 3—Miscellaneous Amendments

SEC. 10191. OTHER MISCELLANEOUS AMENDMENTS.

(a) IN GENERAL.—Sections 421 through 425 and 427 of MCCA are
repealed and any provision of law amended or repealed by such
sections is restored or revised as if such sections had not been en-
acted.

(b) MisceLLANEOUS TRCHNICAL CORRECTIONS.—

(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 iki
“insurance and deductibles under section 1835(aX1XI)" .and in-
serti “coinsurance and deductibles under sections
1833(aX1XJ)". .

(2) Section 1842GX1XCXvid) of the Social Security Act, as
added by section 4085(iX7TXC) of the Omnibus Budget Reconcili-
ation Act of 1987, is amended by striking “accordingly” and in-
serting “according”. ]

3) gection 1886(gX3XAXiv) of the Social Security Act, as
added by section 4006(aX2) of the Omnibus Budget ncilia-
tion Act of 1987, is amended by striking “may) be” and insert-
'mg umay be)n

(4) Section 1866(a)X1XFXiXIID) of the Social Security Act is
amex)l,t,ied by striking “fiscal year))’ and inserting “fiscal
year)”,

() Section 187cXT) 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”.

(6) Section 1842(X2XB) of the Social Security Act, as amend-
ed by section B(cX2XA) of the Medicare and Medicaid Fraud
and Abuse Patient Protection Act of 1987, is amended by strik-
i “paragraB "’ and inserting “subsections’.

(c) ATE.—The provisions of this section shall take

effect January 1, 1990, except that—

(1) the repeal of section 421 of MCCA shall not apply to du-
pligative part A benefits for periods before January 1, 1990,
an
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(2) the amendments made b .
on the date of the enactment o¥ mm (b) shall take effect

Subpart 4—Provisions Relating to Budget Waivers

SEC. 10195. EXCLUSION FROM CALCULATI
i . ON OF DEFICIT OF AMEND-

The changes in outlays and revenues resulting from th
ments made by this el yene S800
o s c:ie%a.lculgg;tg faﬂ not be counted for fiscal year 1990

( e cit in each budget of the Federal Go

mitted by the Preﬁglent u1_1der title 31, United s&e&m ci%iflfli
gectlurposeson 3(?7)1‘ c:fp:thpe.msoe C;l Mthiﬂ;‘fﬂ mBaxm' um deficit amount in
Co(g)tr&l At ot aons ngressio: udget and Impoundment

e deficit under section 8(6) of the Co ional
and In_:lpoundment' Control Act of 1974 for punmrposeewgf co?#;?g;t
zoczz. Zlntc}ll the maximum deficit amount in section 3(7) of such
(3) the deficit and excess deficit for purposes of sections 251

aAnc<ti 3??908% f:he Balanced Budget and Emergency Deficit Control

7.ANAmanToBEOmmanEPRmsmA

TIVE St

CALIFORNIA, Or His DrsioNgr, DeBaTABLE FOR Not To ExcmmARK gg
Mmvures, To Be EQuaLLy DIvined AND CONTROLLED BY THE PRro-
PONENTOFTEP.A.MENDMENTANDAMKMBEBOPPOB‘ED

Amend part F of subtitle B of title X (relating to revisi
1 1 visions to th
Medicare Catastrophic Coverage Act of 1988) to read asnsfollow§
(and conform the table of contents of such subtitle accordingly):

PART F—REVISION OF MEDICARE Provisions v CARE
THE MED
CaTagrrorrIC COVERAGE ACT OF 1988 '

SUBPART 1—ProvisioNs RELATING O P A or MEDICARE
ProgrAM AND SUPPLEMENTAL Mnnﬁ:ﬁgn lgmmla

SEC. 10181. REPEAL OF EXPANSION OF MEDIC
w Iﬁ)Gm—' ARE PART A BENEFITS,
GENERAL RULE.—Except as provided in paragraphs (2
(3),d sections 101, 102, and 104(d) (other than paragrﬁphé 22?(116‘)
and (7)) of the Medmare Catastrophic Coverage Act of 1988
(Public Law 100-360) (in this part referred to as “MCCA"") are
;ﬁpﬁaled,_and the provisions of law amended or repealed by
be:n esectmns. are restored or revived as if such section had not
(2) EXCEPTION FOR BLOOD DEDUCTION —The re of i
K t
;gZ(l) of Mgfz?th?ﬂ not ap;lﬂgyi 31(m§ofe.fr as such g::tlion :;?e;od[i
paragra of section a th i i
(re(g;thnxg to a deduction for blood). of the Soclal Security Act
; LXCEPTION FOR HOSPICE BENEFIT CHANGES.—Th
section 101 of MCCA shall not apply insofar as suc}? mg
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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 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 (aXl), w1th_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 daﬁ 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-
vic}ied inpatient hospital services or extended care services;
an

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

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

(ii) for a spell of illness beginning during Jan
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) TERMINATION OF HOLD HARMLESS PROVISIONS.-—Section
104(b) of MCCA is amended by striking “or 1990 each place it

appears.
©) i‘mmmumn OF TRANSITIONAL ADJUSTMENTS IN PAYMENTS

rFOR INPATIENT HOSPITAL SERVICES.—

(1) PPS nosprraLs.—Section 104(cX1) of MCCA is amended by
insg%rting “and before January 1, 1990,” after “October 1,
1988,

(2) PPS-exeMpT HOSPITALS.—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) ErrecTivE DATE.—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) DeELAY N StupY DEADLINE.—Section 113(c) of MCCA is
il;%%r,l’ded by striking “November 30, 1988" and inserting “May 31,

(c) DisrosaL or FunDs iN FEDERAL HospiTAL INSURANCE CATa-
sTROPHIC 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 ove ents into such Trust Fund
shall be pai:aul;le from the Fede upplementary Medical Insur-
ance Trust d.

(d) CoNrORMING AMENDMENT.—Section 201(1X1) of the Social Se-
curity Act (42 U.S.C. 401(iX1)) is amended by Btriking “Federal Hos-
pital Insurance Catastrophic Coverage Reserve Fund,”.

(e) ErreCTIVE DATES.—

(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—PRrOVISIONS RELATING TO PART B OoF THE
MEepIicARE PROGRAM

SEC. 10185. REPEAL OF LIMITATION ON MEDICARE PART B COST-SHAR-
ING; MODIFICATION OF COINSURANCE PERCENTAGE FOR
COVERED OUTPATIENT DRUGS.
(a) In GENBRAL.—Section 201 of MCCA is repealed and the provi-
sions of law amended or re ed by such section are restored or
revived as if such section had not been enacted.

(b) MobDIFICATION OF COINSURANCE PERCENTAGE FOR COVERED .

OUTPATIENT DRUGS FOR 1993.—Section 1834(cX2XCXii) 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 (IIl) and inserting the following:
“(T) in 1998 is 30 percent, and
“IV) in 1994 or a succeeding year is 20 percent.”.
(c) CONPORMING AMENDMENTS.—
(1) Section 1834(eX1) of such Act (42 U.S.C. 1395m(eX1)) 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
ded_ 1,3 [T 1
amen (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 under section 1834(c). B o
(B) in the secon senterlllce, by.sstnkmgte sugparagrap
A) or (B)” and inserting “the previous sentence’,
( EC) in the third sentence, bg' St;l"LkJ.Dg a buy-out plan (as
defined in section 1833(cX5XD) or”, and "
(D) in the third sentence, by strikiny subparagraphs (
and (B), respectively,” and inserting “the first sentence of
this h”. ) )
(d) Emcrg?; SAT;';:.-—The provisions of this section shall take
effect January 1, 1990.
SEC. 10186. REVISION OF MEDICARE PART B MONTHLY PREMIUM AND FI-
NANCING.

CATASTROPHIC MONTHLY PREMIUM.— ]
@ C(%I;Sﬁ[;m (;;‘.I;I:m#—Section 1839(gX1) of the Social Security
Act 42 US.C. 1b395r(g)(1))his( Er)fmded—
A)i aragra . ] .
¢ )lg)sll:ygtrikingp“paragraphs (4) and (b)” and inserting

143 2 J. h (3) , )
pQ(aii) b sIt):nkmg “the sum of the catastro hic cove
monthf;' remium and the prescription monthly

premium” and inserting “the catastrophic coverage

thly premium”, Y )
m((,i?i) b);' Izztnlm:g ing “paragraphs (2) and (3) and insert-
H “ h (2 n’ .

(iv) in the column in the table relating to the cata-
strophic coverage monthly premium, by ‘s‘tr1ku§’g
“25.46", “$6.756”, and “$7.18” alnd mgertmg $7.40",
“$9.20”, and “$10.20”, respectively, an )

$(v) by striking the columhln in the table é'elatmg to
the prescription drug monthly premium; an .

(B) by%trikin% subparagr];lphs ) a}rlld(B (1))) and redesignat-
i aragraph (C) as subparagrap 5

(2) UPIﬁ%’: ‘;EIPMON'I'I-IEY PREMIUM.—Section 1839(gX2) of such Act
is amended— o .

(A) subparagraph (A), by striking ~or (1)‘(‘C) , )

(B) in é)lilgparag;f%gh ((135(1), by striking “for years begin-

ing with 1998,” r “4)’, o )

(g) in subparagraph (CXiXI), by striking cai,;fastroph.lc
outlays” and inserting ‘‘prescription drug outlays”,

(D) in subparagraph (DXi), by striking or axey”, .

(E) in subparagraph (DXii), by striking “37 percent” and
inserting ‘100 percent”, o .,
ms(%) ggsubpa?eagraph (DXiiixD), by striking _ZQ’percent
and inserting “‘the percent specified in clause (v)’,

(G) in subparagraph (DXiiiXD), by striking “Medicare Cat,;
astrophic Coverage Account created under section 1841B
and inserting “the Federal Catastrophic Drug Insurance
Trust Fund”,
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(H) in subparagraph (DXiiiXID), b strikmg’ “
count” each place it appears and liserhng ‘susclﬁcm

Fund”,
@ in subparagraph (DXiixID, b striking “or secti
598()le tcliae_ Internal Revenue Code of 1986” and = oOn
o Fing ) by gladjugleg: at the end of subparagraph (D) the follow-
1v) Yor purpoees of clause (iiiXI), the t specified i 1
gt:uf; 9;'0;3 128594 1:0;75 penéent, for 1995 is r;g?cent. fore(119£l?% ﬁg
oo percent, and for 1998 and each succeeding year is 20
() ELIMINATION OF SEPARATE p NTHL
{ RESCRIPTION DRUK
:Rgnqm;Secmgﬁ (%)’5)339@ of such Act is further acz}n;%ed b;
@) %gmrmw OF R ESIDENTS OF PUER
R[EB.“‘SectlA Lion 183%gX4) of such Act is amT;:c?égo—m TERRITO:
“ é)”) in subparagraph (A), by striking “(4)” and inserting
(B) in subparagraph (A), by striking “th !
3;11%; lfi(::l]oc::e through the end and inxae‘:'t&xfnug1 gfh:n ;?‘}1
Subgen phr(%?', monthly premium determined under

WO in subparagraph (BXii), b striking ”
$5.78” and inserting “$1.37" a'nd?:$2.22", 83667 and

(D) in sub ph (BXii), b iking “and”
] gaxagla 1, DY and’’ at th
ou(tllma in paragraph (BXGiii), m “c:tast:ogﬁgé
ys" each place it appears and inserting “prescription

()butlayBY” .
CLE(lai;ebgV_). 2 ting clause (iii) of subparagraph (B) as
“(.f_'q)llp ml%% 1§:<:vrt:mgcla u:et:ter clause (ii) of subparagraph (B) the
iii) in 1 is $1.92 for a resident of Puerto Rico and $3
) 10
gc:'d,% al:gldent of another U.S. commonwealth or territory;
(HD by striking subparagaph (C)
5 RMING AMENDMENTS - Sert;
( )%e?lggndedi . on 1839 of such Act is
in the‘ second sentence of subsection 1
?t{-o rik ‘the amendments”made by the %I)éd)icinrg %i;(t‘ia):
pa(tégn ! ve,x":age Act of 1988” and inserting “covered out-
B) in t;llle last sentence of subsections (ax1 d
gr:llgélg » but shall not” and all that follg\fsn ug(wa)g)'tgg
(C) J . 1.2 “ 1" . .
“(ga)j(;)i)i’].l subsection (b), by striking “(gX6)” and inserting
by striking h (5) of subsection (g)
(E) ? :EEG), II)Jy striking “(6XA)” and inserting
®) in ion XD, o Siritine NTXAY" and inserti
“(6XA)”’ and, in Bq‘bpa.ragra h (B), by shikmgaq‘pamlgg

)’ and ingerting '
(G) in subsection &sﬁ Ph @Y%, and
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(i) by striking sub hs (A), (D), and (),
(ii) in sub ph zg)(u , by striking “part A” and
inserting “‘part B”, and
(iii)bby redeaig;&') E)mb arag aph B), (Cl), and (E)
as subparagrap , (B), an , respectively.
(b) FEpERAL CaTASTROPHIC DRUG INsURANCE 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 s1l:lr1(l§;ng “or under paragraph (2)’, and by striking para-
gra )

(ZI; in subsection (dX1XB), by striking “prescription drug” and
inserting “‘catastrophic coverage”’, .

(3) in subsection (dX2), by striking “and under section 59B of
the Internal Revenue Code of 1986”, and

(4) in subsection (e), by striking “and the Medicare Cata-
strophic Coverage Account”.

(c) ReprAL oF MEDICARE CATASTROPHIC COVERAGE ACCOUNT.—Sec-
tion 1841B of such Act (42 U.S.C. 1395t-2) is repealed.
(d) MisceLLANEOUS CONFORMING AMENDMENTS.— .

(1) The seventh sentence of section 1817(b) of such Act, in-
serted by section 212(cX3) of the Medicare Catastrophic Cover-

e Act of 1988, is amended to read as follows: “Such report
shall also identify (anditreat separately) those outlays from the
Trust Fund which are attributable to the amendments made
by the Medicare Catastrophic Cove Act of 1988.”.

(2) Section 1840(i) of such Act (42 U.8.C. 1395s(i)) is amended
by dstr,l’kmg “a prescription drug monthly premium established
under”.

(3) Section 1841(a) of such Act (42 U.S.C. 13956t(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 the
Trust 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
bgsz_triking “or section 59B of the Internal Revenue Code of
1986,

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

() 1-TiME TrRANSFER OF 1989 Premiums.—There shall be trans-
ferred, a8 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
183%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

CCA, plus

(8) the amount of interest accrued to the Federal Supplemen-

Medical Insurance Trust Fund attributable to balance de-

scribed in paragraphs (1) and (2).
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SEC. 10187, AMENDMENT OF CERTAIN MISCELLANEOUS PROVISIONS.
(a) REVISION 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 (kX3)’ and inserting
“subsections (kX3), (kX4), (m), and (n)”; :

(B) in subsection (k)—
() in paragraph (1XA), by inserting “except as pro-
vided in subsection (m),” before ‘‘subsection (gX2XA)”,

and
(D) in ph (3), by striking “‘subsection (1) and
ingerting “s ions (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 ado 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 30-day period specified in paragraph
(1XA), the Secretary shall prom te, 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 supglemental policies to reflect the changes
in law made cl:ﬂapart 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 ation adopted
on June 6, 1979, were a reference to the revi Federal model

stan .

“(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.

“(8) 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 (bX1XA),
unless such policy meets (or such program provides for the applica-
tion of standards equal to or more stringent than) the s@and set
forth in the revised NAIC Model ation or the revised Federal
model standards (as the clxlase may be gg) the date specified in para-
h (1XB) or (2XB) (as the case may be). )
gI.“‘-J}%)n)(l) Until the date specified in %a.ragraph (4), in the case ofa
qualifying medicare supplemental policy described in paragraph (3)
isgued in a State— o o
“(A) before July 1, 1990, the hcy is gleemed to remain in
compliance with the standards escribed 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 in
compliance with the standards described in subsection (bX1XA)
if the insurer issuing the policy complies with the revised
NAIC Model Regulation or the revmeJ' Federal model stand-
ards (as the case may be) before the date of the sale of the

licy. )

“(BOTI(Z 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 prowde 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 mpdlcarf; suﬁglsemen-
tal policy’ means a medicare supplemental policy which been
issued in compliance with this section as in effect on the date
before the date of the enactment of this subsection. o )

“(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 equg.l 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— L

‘(i) requiring State legislation (other than legislation appro-
priating funds) in order for medicare suﬂplemenml 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 beqmm.ng 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 se| te 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 (¢) 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 Jan 31, 1990, that explains—

‘“A) the ¢ 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
é)olicy 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 Jan 15, 1990, to the indi-
vidual (at the most recent a le ad ) 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, 1 0, 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
gucligtgsrms as existed with respect to the policy as of December

1, 2.

“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) ApJusTMENT OF CONTRACTS WrTH PREPAID HEALTH PLANS.—
Section 222 of MCCA is amended b,y inserting “and before January
1, 1990,” after “December 31, 1988,” each place itezfplv;aa.rs.

(¢) Notice or CHANGES.—The éecretary 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 descri
tion of the changes in benefits under title XVIII of such Act made
by the amendments made by this

(d) MisceLLANEOUS TECHNICAL CORRECTION.—Section 221(gX3) of
MCCA i(s)a.mended by striking “subsection (f)’ and inserting “sub-
section (e)”.

(e) Errective DATE.—The provisions of this section shall take
effect Jan , 1990, except that the amendment made by subsec-
tion (d) shl:lalrie effective as if included in the enactment of MCCA.
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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) Errrctivk 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. h’gll(s)(;‘EsLLANEOUS AMENDMENTS AND TECHNICAL CORREC-

(a) TECHNICAL CORRECTIONS RELATING TO MEDICARE CATASTROPHIC
CoVERAGE Act oF 1988.—
(1) CORRECTIONS RELATING TO CATASTROPHIC DRUG BENEFIT.—

(A) DEFINITION OF COVERED OUTPATIENT DRUGS.—Section
1861(tX3XA) of the Social Security Act, as added by section
202(a)2XC) of the Medicare Catastrophic Coverage Act of
(12388 (in this subsection referred to as “MCCA”), 18 amend-

() by redesignating clauses (iv) through (xiii) as
claél?es'gy)i), (vii), (Vlli, (ix), (x), (xii), (xiii), (xiv), (xvi),
and (xviii), respectively;

] (ii) by inserting after clause (iii) the following:
“(iv) Diagnostic services under subseections (8X2XC) and (8X3).
“(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:

(ﬁ;;(gv) Pgrtial hospitalization services (as defined in subsection
. an

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

" “(x(\_r.i)i))"Qualiﬁed psychologist services (as defined in subsec-
ion (ii)).”.

(B) COVERED 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) REFERENCES TO CATASTROPHIC DRUG DEDUCTIBLE
AMOUNT.—Section 1834(c) of the Social Security Act, as
added by section 202(bX4) of MCCA, is amended—

() in h (1XC), by striki %% “Subject to sub-
Peee '-“PhPa‘Dmg'mt o OXAY by Seriking pars

ii) in p , by striking “under -
?'raph (1XA) and except as provided in subparagraph
C)('a)md inserting “ﬁm%gi_g)ar%gmph (1)”; and

ifi) in Earag'ra , by striking ‘“paragraph
EB}(’AY " each place 1% appears and inserting “paragragh
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(D) PAYMENT FOR ELECTRONIC EQUIPMENT FOR PHARMA-
cies.—Section 1842(0X2) of the Soc1al Security Act, as
added by section 202(cX1XC) of MCCA, is amended—

(1) in subparagraph (B)}—
(D) by inserting “, software,” after ‘“electronic
equipment”’, and
by inserting “, or reimbursement for such
equipment or software modifications,” after “tele-
phone service)”’;
(i) by adding at the end the follomhxgﬁ
“Any reimbursement under subparagraph (B) s be contingent
upon a pharmacy’s system meeting the requlrement,s 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.—
(1) Section 202(mX5) of MCCA is amended by striking “Jan-
uary 1, 1990” and inserting “April 1, 1990”.

(i1) Section 1841A(c) of the Social Security Act, as msert-
ed by section 212(a) of MCCA, is amended by striking “‘and

tive costs” and inserting ‘“(and on or after April
1 1990, for administrative costs)”.

(F) EXPANSION OF IDENTIFIERS TO NONPHYSICIAN PRACTI-
TIONERS.—The Secretary of Health and Human Services
shall e d the identifier system established under sec-
tion 92XE;')1 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
dr\égs for which payment may be made under title XVIII
of Social Security Act.

(2) SCREENING MAMMOGRAPHY.—

(A) APPLICATION OF PARTICIPATING PHYSICIAN DIFFEREN-
TIAL.—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-
TIAL—In applymg the limit under subparagraph (A) with
ahafd a nonparticipating physician, the limit applied

be the applicable percent (as defined in the second
sentence of sectlon 184 )(4)(A)(1v)) of the limit otherwise
established in that subparagraph.”.

(B) FreEQUENCY OF scammc.—Section 1834(eX2XA) of
the Social Securi Act, as added by section 204(bX2) of
MCCA, is amend

(1) in clause (m)(l'), by stri “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 (m)(ID, 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 “I1
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 Soclal
Security Act, as amended by section 211(cXIXE) of MCCA, is
amended—

(A) in the first sentence of subsection (b), by striking

“subsections (f) and (gX4)" and inserting “gsubsection (",

(B) in subsection (b), by inserting after the first sentence
the following new sentence: “If the resulting monthly pre-
mium i8 not a multiple of 10 cents, such premium 8
rounded to the nearest multiple of 10 cents.”, and

(C) in subsection (¢), by striking “the forego rovi-
sxons of this section” and inserting “subsectio m%a)&) or

4) MJSCELLANEOUS —

(A) Clause (iii) of section 1814(aX7XA) of the Social Secu-
rity Act, as added by section 104(dX2XCXiii) of MCCA, is
amended b moving its alignment 2 ems to the left so its

ent 13 the same as that of clause (ii) of such section.
) Section 1 X3XB) of the Social Security Act, as
added by section 202(g) of MCCA, 1s amended b
“section 1842(X2XA)”’ and inserting “subsection (J§(2XA)"
(C) Section 221(gX3) of MCCA is amended by striking
“subsection (f)’ and i rtmg “subsection (e)”.

(D) Section 1842(h)X5XBXiv) of the Social Security Act, as
added by section 223(bX4) of MCCA, is amended by striking
“paragraph (2XA)”’ and inserting “paragraph (2).

(b) MiISCELLANEOUS CORRECTIONS RELATING TO THE OMNIBUS
Bupger RecoNciLIATION AcT OoF 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 b
“msura.nce and deductibles under section 1835(aX1X1)” and in-
serti ‘“coinsurance and deductibles under sections
1833(a)X1XJ)”.

(2) Section 1842(X1XCXvii) of the Social Security Act, as
added by section 4085(iX7XC) of the Omnibus Budget Reconcili-
ation Act of 1987, 13 amended by striking “‘accordingly” and in-
sertmgect
6)) ion 18 6(g)(3)(A)(1v) of the Social Security Act, as
added by section 4006(aX2) of the Omnibus Budget nc111a
tion Act of 1987, is amended by striking “may) be" and insert-
mg “may be)n

(c) OTHER CORRECTIONS,—

(1) Section 1866(&)(1)(1"')(1)0]1) of the Social Security Act is

amended by striking “fiscal year))” and inserting *
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 Imgoundment Control Act of 1974 for purposes of compari-
sAon witd the maximum deficit amount in section 3(7) of such

ct; an

(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 His DesiGNEE, DEBATABLE FOR Not To Exceep 30
Mmvutes, To Bk EQuALLY DIvipEp AND CONTROLLED BY THE PRoO-
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 Br OFFERED BY REPRESENTATIVE EDWARDS OF
OKLAHOMA, OR His DrsiGNEE, DEBATABLE FOR NoT To ExXCEED 2
Hours, To BE EQuaLLY Divipep AND CONTROLLED BY THE ProPO-
NENT OF THE AMENDMENT AND A MEMBER OPPOSED THERETO

Strike subtitle E of title III 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) GENERAL RULE.—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 gENERAL.—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

33

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

“(2) LivrraTioN.—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 adf]usted groes income
(or, if greater, the earned income) of the taxpayer for the
taxable year as exceeds $9,000.
“(b) SUPPLEMENTAL YOUNG CHILD CREDIT.—

“(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 percel:tage

1 quali child 10

2 ifying children 13

3 g%uﬂhfﬁng children 15.

“(3) PHABEOUT OF SUPPLEMENTAL CREDIT.—If the adjusted

0ss income (or, if greater, the earned income) of the yer

or the taxable year exceeds $17,000, the credit allowable by

reason of this suiwction 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 DeFmNED.—Subsection (c) of section 32 is
amel}llded by adding at the end thereof the following new para-
graph:
“(3) QUALIFYING 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
p ph (2) or (4) of section 152(e)),

“(B) such child has the same principal place of abode as
sucdh individual for more than one- of the taxable year,
an

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

An et et et be ualifying child f f

indivi 8 not a qualifying child for purposes o
this section for the taxable year if credit is a.llowedp 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 ph (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—

“@XI) 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

“(I) phases out between the amount of earned
income at which the ghaseout begins under subsection
(aX2) of section 32 and the amount of earned income at
whéch the credit is phased out under such subsection,
and .

“(iiXI) 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

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

and
“(O) 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—
‘GXI) of not more than 17 percent of earned income
not in excess of Y% the amount of earned income taken
into account under subsection (aX1l) of section 32,
which
“(I) phases out between amounts of earned income
which are % the amounts of earned income described
in sub ph (BXiXII), and
“@iXD 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
“(I) phases out between amounts of earned income
which are % the amounts of earned income described
in subparagraph (B)iixII).
“For purposes of this paragraph, the determination of the
credit percentage under section g2(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) EMPLOYERS REQUIRED TO COLLECT CERTIFICATE OR BTATE-
MENT OF INELIGIBILITY, ETC.—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 parag’rc:f)hs
(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 EFFECTIVENESS
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”, am?’
(ii) by striking “during such calendar year”.
(d) C(or)nl')onumc s fm'—Bz(D' tod

1) Paragra of section is amended—

(A) byp inserti “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
quaftaf;'ing child, 1 qua]jfying child, 2 qualifying cgﬂdren, and 3
or more qualifying children.” )

" (2XA) %ubpa.ragraph (B) of section 32(GiX1) is an‘xendgd 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

“Gi) ‘calendar year 1989’ in the case of the dollar
amounts referred to in paragraph (2)BXiid).”

(B) Paragraph (2) of section 32(i) is amended to read as fol-
lows:
“(2) DrrFiNrTIONB.—FoOr purposes of ph (1)— .

“(A) APPLICABLE CALENDAR YEAR.—The term ‘applicable
calendar year’ means—

(i) 1986 in the case of the dollar amount referred to
in clause (1) of subpa.ragratph ),

“(ii) 1987 in the case of the dollar amount referred
to in clause (ii) of sub ph (B), and

“(iii) 1991 in the case of the dollar amount referred
to in clause (iii) of subparagraph (B).

*(B) DorLAR AMOUNTS.—The do. amounts referred to
this sub! h are—

“i) the $gt714 amount contained in subeection (a),
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“@i) 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) EFFRCTIVE DATE.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1990.

SEC. 11%02. ELIMINATIONS OF CHANGES IN TREATMENT OF EARNED
{?‘NI'IC‘SME CREDIT IN DETERMINING CERTAIN AFDC BENE-

(@) 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) ErFeCTIVE 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

inni on or after January 1, 1991, without regard to
whether regulations to implement such amendments are pro-
mulgated by such date.

(2) DELAY PERMITTED IF STATE LEGISLATION REQUIRED.—In the
case of a State ﬁllan approved under section 402(a) of the Social
Security Act which the Secre 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 be?mmng after the close
of the regular session of the state legislature that begins
after the date of the enactment of this Act. For purg_oses of the

revious sentence, in the case of a State that has a 2-year legis-

tive 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.

(&) DePENDENT CARE CRrEDIT.—Subsection (a) of section 21 is
amelided by adding at the end thereof the following new para-
graph:

(3) PHABROUT 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) ExcLUBION FOR DEPENDENT CARE ASSISTANCE.—Paragraph (2)
of section 12%a) is amended by redesignating subparagraphs (B)
and (C) as subparagraphs (C) and (D), respectively, and by inserting
after subparagraph (Ag the following new paragraph:

(B) PHASEOUT OF EXCLUSION FOR TAXPAYERS WHOSE AD-
JUSTED GROSS INCOMES EXCEEDS $70,000.—If the taxpayer’s
justed 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) ErrECTIVE DATE.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1990.
nform the table of contents of the bill.

10. AN AMENDMENT To BE OFFERED BY REPRESENTATIVE STENHOLM
oF Texas, or His DEsiGNEE, DEBATABLE FOorR Nor To Exceep 2
Hours, To Be EQuALLY DivipEpD AND CONTROLLED BY THE PRrROPO-
NENT OF THE AMENDMENT AND A MEMBER OPPOSED THERETO

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 b; 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 1930" and
inserting “$1,552,000,000 for fiscal year 1990, $1,852,000,000 for
fiscal year 1991, $2,152,000, for fiscal year 1992,
$2,452,000,000 for fiscal year 1993, and $2,752,000,000 for fiscal
year 1994”7,

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:

‘(‘i(lclll)gOf the funds received under this Act by a Head Start agem:{
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,

“(8) $450,000,000 for fiscal year 1992,

“(4) $600,000,000 for fiscal 1993, and .,

“(5) $750,000,000 for any year after fiscal year 1993.

SEC. 3404. SENSE OF THE CONGRESS.

It is the sense of the Co that each Head Start p
should provide, as authom section 645(c) of the Head. tart
Act (42 U.S.C. 9840(c)), more than 1 year of Head Start services to
children from age 3 to the of complusory school attendance in
the state in which the H 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
samgl:c shall be followed for at least 20 years, during which time
the retary shall make periodic reports to the Congress on the
stt:_uﬁ))gi; findings. Such sﬁ:udl;'e shall begin not later than September
o .

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

CHAPTER 2—SMALL BUSINESS INVOLVEMENT IN MEETIN
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. 3428, 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 containiniasuch 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 p 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 b
such small business, the excess of such child care services sh
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
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on an equitable basis, to low- and moderate-income employees;
and

(6) 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 6566 of the Head Start Act (42 U.S.C. 9849-
9851) shall apply with respect to this chapter to the same extent
and 12 the same manner as such sections apply with respect to
such Act.

SEC. 3425. DEFINITIONS.
As used in the chapter:
(1) SMALL BUSINESS.—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

S8EC. 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 gubtitle, 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—ExpPANDED TrTLE XX CHILD CARE

SEC. 11901. CHILD CARE.
(a) EstaBrisHMENT.—Title XX of the Social Security Act (42
U.S.C. 1397 et seq.) i8 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 ents under section 2007;
“(2) $3,25({a ,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 ;vhich $400,000,000 shall be for payments under section 2007;
an
(2) by adding at the end the following:

“SEC. 2007. CHILD CARE.

“(a) PAYMENTS TO STATES FROM SPECIAL ALLOTMENTS.—

“(1) EnTiTLEMENT.—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) PAvMeENTS.—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.

“(8) SprciAL ALLOTMENTS.—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 (5XA), 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) REDISTRIBUTION OF UNEXPENDED SPECIAL ALLOTMENTS.—

‘(A) REMITTANCE TO THE SECRETARY.—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) RepiSTRIBUTION.—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) ADJUSTED STATE SHARE.—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 .

“(iiXT) 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-
ph (A).

“(b) LEAD E;amcv.—

“(1) DrsiaNATION.—The chief executive officer of a State de-
siri;g) to participate in the p: authorized under this sec-
tion shall designate, in an application gubmitted to the Secre-
tary under subsection (c), an appropriate State agen that car-
ries out the responsibilities described in paragraph (2) to act as
the }‘Zgal‘iinsro ek

“ NSIBILITIES.—

( “(A) ADMINISTRATION OF FUNDS.—The lead ?eucy shall
administer the funds made available to the State under
this section to support programs and services guthonzed
under this section. : .

“(B) CoorDINATION.—The lead agency shall coordinate
with State and local governments in developing the State
plan i under subsection (c) to provide services
under this section. ’ .

“(C) INTERAGENCY COORDINATION.—The lead agency shall
establish procedures for assuring that appropriate State
agencies work together to carry out the purposes of this
section.

“(c) STATE PraN UIREMENTS.— . .
© “) APPIJCAm.—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-
af of the Secretary and that complies with the requirements of
paragraph (8). '

“2) A‘I)’PROVAL.—-NOt later than 90 days after the date of the
submission of the State application under pa.ra%raph (1), the
Secre ghall either approve or disapprove such application.
If the disapproves the application, the gecref.a.ry
shall provide the State with an explanation and recommenda-
tions for changes in the application to gain a{iproyal. .

“(3) STATE PLAN REQUIREMENTS.—The application submitted
under ph (1) shall contain a plan which— .

‘(A) identifies the lead agency in accordance with sub-
section (b); N .

“(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 supglant, State
and local funds as well as Federal funds provided under
any Act and appliegdggto child care activities in the State
during fiscal year 1989;

“D) rovidgs assurances that the State will not exgend
more t 7 percent of the funds provided to the State
under this section for the fiscal year for administrative ex-

nees, . ..
pe“(E) provides assurances that the State will give priority
to programs that serve low-income families and geographi-
cal areas;



42

“(F) ensures that child care providers reimbursed under
this section meet applicable standards of State and local

\

*(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
(i) ensure the proper verification of the reports
submitted by the State under subsection (eX2).
“(d) Usk or Funps.—

“(1) IN GENERAL.—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 ang geo-

v gmplucal areas. Subject to the approval of the Secretary,
tates receiving funds under this section shall use such fun

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) Specrric 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-

ents;

%) after-school and beforesechool 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;

“M) gra.nt and loan programs to enable child care work-
ers and providers to meet State and local standards and
reguirements;

(E) child care information and referral services;

“(F) child care programs developed by public and private

sector ﬁnemhips;
“® ility insurance pools to serve child care provid-
ers;
“EH) programs to promote and ensure the health and
safety of children and caregivers, to improve the quality of
all of child care, and to train child care providers in
health and safety practices;

“(D) 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
e purpose of this section and approved by the Secretary;

SE OF FUNDS WITH PROVIDERS WITH SECTARIAN ACTIVI-
TIES AS PART OF CHILD CARE PROGRAM.—It is the sense of the
Congress that, as is the case under current law, and unless pro-

!

th
(1(3)
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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 cg?vider that has sectari-
an activities as part of a program of child care if such provider
is chosen by the parent, and that if ﬁ.renta have freely chosen
sectarian child care from a.monig e available alternatives,
such parents may use vouchers for such purpose without vio-
lating the constitutional prohibition on establishment of reli-

gion. : N

“(4) EvcmBLE ENTrTIES.—Entities eligible to receive funds
under this section, and meet the requirement of subsection
(c)(3)(F)I shall include— .

“(A) units of State and local governments, and elementa-
ry, secondary and post-secondary educational institutions;
~ “(B) non t organizations under subseections (c) and (d)
of section b01 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 subgect to approval of the Secretary. ‘

“(5) ProHIBITED UsES.—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 L
“(C) to provide any service which the State makes gener-
ally available to the residents of the State without cost to
such regidents and without regard to the income of such
residents. ,
“(e) REPORTING REQUIREMENTS.— :

*(1) NOTICE TO SECRETARY OF UNEXPENDED FUNDS.—Each
State which has not completely exgx;c-lled the funds received by
the State under this section for a ear in such fiscal year
or the succeeding fiscal year shall notify the Secretary of any
amount not so expended.

“(2) STATE RXPORTS ON USE OF FUNDS.—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 shall , a
report describing the State’s use of funds recei under this
section, including—

“(A) the number, type, and distribution of services and
p under this section;

*(B) the average cost of child care, by type of provider;

*(C) the number of children served under this sectjon;

‘(D) the average income and distribution of incomes of
the families being served; )

“(E) efforts undertaken by the Statedpursuant to this sec-
tion to promote and ensure health and safety and improve
quality; and
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“(F) such other information as the Secretary considers

3y Gomstves
“(8) GUIDELINES FOR STATE REPORTS; COORDINATION WITH RE-
PORTS UNDER SECTION 2008.—Within 6 months after the date of
the enactment of this section, the Secretary shall establish
%'u.ldehnes for State reports under paragraph (2). To the extent
easible, the Secretary shall coordinate such reéaortmg require-
ment with the reports required under section 2006 and, as the
deems appropriate, with other repo rtn.ng rel‘g
ments on States as a condition of receipt of other Feder-
al funds which support child care.
“(4) REPORTS BY THE SBECRETARY.—

“(A) REPORTS TO THE CONGRESS OF SUMMARY OF STATE RE-
PorT8.—The Secretary shall annually summarize the infor-
mation reported to the Secretary pursuant to paragraph
(2) and provide such summary to the Congress.

“®) RTS TO THE STATES ON EFFECTIVE PRACTICES.—
The Secretary shall annually provide the States with a
report on icularly effective gractlces and programs
supported by funds received under this section, which
ensure the health and safety of children in care, promote
qthahtychﬂdcare,andprowdetrmnmgboalltypesofpro-
viders.

(b) ALTERNATIVE ENTITLEMENT LEVELS IF RECONCILIATION BILL IN-
sUFFICIENTLY FUNDS TiTLE XX OF THE SOCIAL SECURITY ACT.—

(1) AMenpMENT.—Section 2000 of the Social Security Act, as .

amended by subsection (aX1), i8 amended to read as.follows
“S8EC. 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 gecal year 1991, of which $350,000,000

for O&)g&r)nents under section 200’7, and
”(2) $3,1 for each fiscal year after fiscal year 1991,
of whlch $400 000,000 shall be for payments under section

(2) EFFECTIVE 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

are— :
(A) $2,900,000,000, for fiscal year 1990;
(B) $3,250,000,000, for fiscal year 1991;
(C) $3,600,000,000, for fiscal year 1992; and
19(3%) $3,700,000,000, for each fiscal year after fiscal year

. PARrT [I—TAXx CEANGES RELATING TO CHILD CARE

BEC. 11911. EXPANSION OF EARNED INCOME TAX CREDIT.
(a) GENERAL RuLR.—Subsections (a) and (b) (relating to earned
income tax credit) are amended to read as follows:
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‘&) ALLOWANCE OF CREDIT.—

“(1) IN GENERAL.—In the case of an eligible individual, there
shall be allowed as a credit against the tax im by this
subtltleforthetaxableiea:a.namountequalto e credit per-
centage of so much of earned income for the taxable year
as does not exceed $5,714.

“(2) LimrtATION.—The amount of the credit allowable to a
taxpayer under this subsection for any taxable year shall not
ex the excess (if any) of—

“(A) the credit percentage of $5,714, over
“(B) the phaseout pereentafie of 80 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) PERCENTAGES.—
(1) IN GENERAL.—For purposes of subsection (a)—
“In the case of an eligible individual with: The credit The phaseout
| eualifvin child penl:,-}ntaawa fa: pm;;ntasoim
2 ﬁ:ﬂgﬂg children 21

16
8 or more qualifying children........cocovcevecenenee 25 18,

“(2) SUPPLEMENTAL YOUNG CHILD CREDIT.—In the case of a
yer with a quallfyn.u‘ﬁ]:hﬂd who has not attained 6 as
of the close of the calen year in which or with which the

taxable of the taxpayer ends—
thecre&tgeroentageshallbemcreasedbyﬁper

points, an
“(B) the phaseout percentage shall be increased by 4.25
percentage points.

() QuarLryING CHILD Drrmvep.—Subsection (¢) of section 82 is
amer}x:led by adding at the end thereof the following new para-
graph:

“(8) QuaLFyiING 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
ph (2) or (4) of section 152(e)), and

:E such child has the same princi lace of abode as

such md1v1dua.l for more than one- of the taxable

year.”.
(¢) 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 ph 2), by stnkmg the period at
the end of paragraph (8) and inserting “, and”, and b m-

serting after ph (8) the foll new
“(4) states the numgr of o?h.lnfdren (as deﬁned in

section 32(cX8)) of the em ?oyee for the taxable year and
whether any such child is described in section 32(bX2).".
® Paragraph (2) of section 8507(c) is amended—
“14 percent” in subparagraphs 3Bxi)
and (Cix) and inserting “the credit percentage”’,



46

(i) by striking “subsection (b)’ in subparagraph
BXii) a.nd inserting “‘subsection (a)2)”, and
(iii) by adding at the end thereof the following new

sentence:
“For purposes of this paragra gh, 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 8507(eX3XA) is amended by in-
serting before “, or” the following: “(or changing the per-
centages appheable to the employee under section 32(b) for
the taxable year)”.

(2) EXPANDED PARTICIPATION IN ADVANCE PAYMENT PRO-
arAM.—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) EMPLOYERS REQUIRED TO COLLECT CERTIFICATE OR STATE-
MENT OF INELIGIBILITY, ETC.—On or before the date of com-
mencement of emplo ent with an employer, the employer
shall require th ployee to furnish to the employer a signed
earned i mcome ehglblhty certificate or a signed statement that
such emg yee 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-
s?ct to whom an earned income eligibility certificate is in

ect 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 EFFECTIVENESS
OF CERTIFICATE.—

(A) Subparagraphs (A) and (B) of section 3507(eX1) are -

each a.mended by stnkmg ‘had been m effect for the cal-
endar "’ and inserting “is in eff
(€3] aragraph (2) of section 3507(e) is ‘amended—

by striking ‘“for any calendar year”, and

(u) by striking ‘“‘during such calendar year"
PR(d) CooRDINATION OF EARNED INcomMe CrEDIT WiTH MEANS-TESTED

OGRAMS
1) Sectlon 32 is amended by adding at the end thereof the
following new subsection:

“G) FepkRAL MEANs-TEsTED TRANSFER PAYMENTS TREATED AS
SurpoRT PROVIDED BY Taxpaver.—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 &cunty Act (42 U.S.C. 602(a))

is amended—
(A)in ph (8XA)—
@) dmg ‘and” at the end of clause (vi); and
(i) by clause (viii); and
(B) by inse r subsection (¢) the following:

“(dx1) For pu;;i)osee 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 3507
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 8507 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 exceas, such individual’s benefit amount must be

?propnately adjusted so as to provide payment to such individual
an amount equal to the amount of the benefits lost by such indi-
vidual on account of such excess advance paymen

(e) CONFORMING AMENDMENTS
¢9) Paragraph @) of sect:lon 32(ﬂ is amended—
“subsection (b)’ each place it a in
(a)( a phs (A) and (B) and inserting “ ion

f)y addmg at the end thereof the following new sen-

“Separate tables shall be prescribed for taxpayers with 1 qua.h

child, 2 ormorequalgmg
n,andanymchﬂdwohmnotattmn ageG"

(2) Subparagraph (A) of sectlon 32(iX2) is amended
ing “or (i1)” in clause (i) and by striking “clause (iii)”’ 1?1yclause
(ii) and inserting “clause (ii)”.
(32:1§ubpa{33'(r:)pl;n(g) (i.;..lf). section 82(iIX2) is arﬁended by strik-
ing clauses and inserting the following:
‘(‘1(1) the $5,714 amounts contained in subsection (a),

“(i) the $9,000 amount contained in subsection

( 1Slll) In GDIERAL—Tl(ngza)I)nendment? made by this section
other than subsection ahall apply to taxable years begin-
after December 31, 1990. i
(2) SuesecTION (AX2).—

(A) INn GENERAL—Except as provided in
(B), the amendment made by subsection (d)(2) 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 tions to mplement such
amendments are promulgated by such date.

(B) DeLAY anm'rxn r BTATE LEGISLATION REQUIRED.—In
the case of a State & under section 402(a) of
the Social Security ctwh1 the Secretary of Health and
Human Services determines requires State legislation
(other than legislation a £propnatmg funds) in order for
the plan to meet the ad nal requirements imposed by
the amendment made by subsection (dX2), the State plan
shall not be regarded as fai 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
Fre_vloup sentence, in the case of a State that has a 2-year
egislative session, each year of such session sha.lf' be
deemed to be a separate regular session of the State legis-

lature. .

®) Stupy.—The Secretary of the Treasury or his delegate shall
conduct a study of the changes made by this section in section 3507
of the Internai Revenue Code of 1986 to determine whether such
changes have resulted in an undue administrative or paperwork
burden on yers or the Internal Revenue Service. Not later
than 2 years r 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 ther with any
recommendations such Secretary may have (including recommen-
dations with respect to alternatives to such section .
SEC. 11912, PHASEOUT OF DEPENDENT CARE CREDIT AND EXCLUSION

FOR DEPENDENT CARE ASSISTANCE.

(a) DepENDENT CARE CrEDIT.—Subsection (a) of section 21 is

a.merlilded by adding at the end thereof the following new para-

“(3) PHASROUT OF CREDIT FOR TAXPAYERS WHOSE ADJUSTED
GROSS INCOMES EXCEEDS $70,000.—If the taxpayer’s adjusted
grom income for the taxable year exceeds $70,000, the applica-

le percentage shall be reduced (but not below zero) by 1 per-
centage point for each $1,000 of such excess.”

(b) EXCLUBION FOR DEPENDENT CARE AssisTANCE.—Paragraph (2)
of section 12%a) is amended by redesignating subparagraphs (B)
and (C) as subparagraphs (C) and (D), regpectively, and by inserting
after subpa.ra%-raph (A) the following new paragraph:

“(B) PHASEOUT OF EXCLUSION FOR TAXPAYERS WHOSE AD-
JUSTED GROSS INCOMES EXCEEDS $70,000.—If the haxg er's
j groas income for the taxable year exceeds $70,000
(335,000 in the case of a separate return by a married indi-

vidual), the dollar amounts in sub ph (A) shall be
reduced (but not below zero) by $250 for each $1,000 of
such excess.”

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

PART II—CHILD CARE EARNINGS EXCLUDED FROM
EXCESS EARNINGS TEST

8EC. 11921. CHILD CARE EARNINGS EXCLUDED FROM WAGES AND SELF-
EMPLOYMENT INCOME FOR EXCESS EARNINGS TEST.
(a) WaGEs.—Section 203(fX5XC) of the Social Security Act (42
U.8.C. 403(fX5XC)) 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
(8) by adding at the end thereof the following new clause:
“(ii1) 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-
pl after the month in which such employee initial-
lyogomes entitled to insurance benefits under this
title.”.
(b) SeLr-EMpLOYMENT INcOME.—SBection 203(fX5XD) of such Act
(42 U.S.C. 403(fX5)XD)) is amended~— i
(1) by striking out “or” at the end of clause @,
(2) by adding “or” at the end of clause (i), .
(8) by inserting immediately after clause (ii) the following
new clause: . .
“(ii) 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,”, apd .
(4) by striking out “royalties or other income” and inserting
in lieu thereof “royalties or income”.
(c) PAYMENTS OF CRRTAIN RECOMPUTED BENEFITS Dmm—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-

h:

grap “(E) Under regulations of the Secretary, mon 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) ErrecTivE 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 a;}ply.to re-
computations made after the date of the enactment of this Act.
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