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Mr. MANSFIELD. Mr. President, I sug­
gest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the order for the 
quorum oall be rescinded. 

The PRESIDING OFFICER (Mr. 
ABOUREZK). Without objection, it is SO 
ordered. 

SENATOR FROM NEW HAMPSHIRE­
CREDENTIALS 

Mr. MANSFIELD. Mr. President, it is 
my intention, at an appropriate time 
after the Senate convenes tomorrow, to 
put in a live quorum call as soon as 
possible. 

Following the message of the President 
of the United States on the State of the 
Union, the Senate will return to the 
Chamber. I ask unanimous consent that 
at that time there be a limitation of 40 
minutes, 20 minutes to the distinguished 
assistant Republican leader and 20 
minutes to the distinguished assistant 
majority leader, for the purpose of mak­
ing the opening remarks on the Wyman­
Durkin matter. 

The PRESIDING OFFICER (Mr. 
ABOUREZK). Is there objection? 

Mr. GRIFFIN. Mr. President, reserv­
ing the right to object, and I shall not 
object, when the majority leader says 
there will be a time limit, he is saying 
that the Senator from Michigan would 
be recognized for 20 minutes? 

MT. MANSFIELD. Exactly; that the 
Senator from Michigan be recognized 
first, to be followed by the Senator from 
West Virginia, this to apply only- to 
that particular instance. 

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

PRIVTI.,EGE OF THE FLOOR 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that at any 
tTme that the New Hampshire contested 
election matter is the pending business 
before the Senate, the following staff 
people be given the privilege of the floor: 

Mr. James Shoener, Mr. James Duffy, 
Mr. Bill Cochran, Mr. Joe O'Leary, Mr. 
Tom Hart. 

It may be that the distinguished chair­
man of the Subcommittee on Privileges 
and Elections would like to add someone, 
the distinguished chairman of the Com­
mittee on Rules may wish to add some­
one, and the distinguished Republican 
whip may wish to add someone. 

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

Mr. PELL. Mr. President, I should like 
to add the names of Mr. Stephen Wexler 
and Mr. Thomas Hughes. 

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

STANDING ORDER FOR RECOGNI­
TION OF THE MAJORITY AND 
MINORITY LEADERS EACH DAY 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that, in each 
daily session throughout the 94th Con­
gress, immediately after the prayer by 
the Chaplain, the two leaders or their 
designees may be recognized, each for 
not to exceed 10 minutes, as was the 
practice last year. 

The PRESIDING OFFICER. Withou~ 
objection, it is so ordered. 

ORDER FOR RECOGNITION OF MR. 
STEVENSON, MR. GRIFFIN, AND 
MR. ROBERT C. BYRD ON FRIDAY, 
JANUARY 17, 1975 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that on Friday, 
after the recognition of the two leaders 
or their designees, Mr. STEVENSON be 
recognized for not to exceed 15 minutes; 
that Mr. GRIFFIN then be recognized for 
not to exceed 15 minutes; and that the 
junior Senator from West Virginia be 
recognized for not to exceed 15 minutes. 

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

Mr. ROBE'RT C. BYRD .. All Senators 
will have an opportunity prior to that 
date to indicate to the respective whips 
whether or not they want orders for rec­
ognition on Friday-that being the first 
day for speeches. 

PROGRAM 

Mr. ROBERT C. BYRD. Mr. President, 
the Senate shortly will adjourn until the 

hour of 12 o'clock noon tomorrow. For 
the information of Senators, no bills will 
be introduced on tomorrow. 

Speeches on matters other than the 
pending motion and/or substitute motion 
will not be in order. Introduction of bills 
and speeches will be in order on Friday. 

It is possible that a rollcall vote or 
votes could occur tomorrow on the New 
Hampshire matter. It is possible that 
that matter will go over until Thursday, 
at which time, a rollcall vote or votes 
could occur and would likely occur. All 
Senators should adjust their schedules 
accordingly, to take into considera;tion 
the possibility of rollcall votes tomorrow 
and the possibility of rollcall votes on 
Thursday and, additionally, the possi­
bility of rollcall votes on Friday. 

The discussion with respect to rule 
XXII will begin on Friday if, by that 
time, the Senate has made a disposition 
of the motion by Mr. GRIFFIN and the 
motion by Mr. MANSFIELD on the con­
tested New Hampshire election. 

At approximately 12:43 p.m. tomorrow, 
Senators will depart in a body to the 
House of Representatives to attend the 
joint session of the two Houses for the 
President's state of the Union address. 
Immediately after the President's ad­
dress, Senators will return to the Cham­
ber, at which time Mr. GRIFFIN will be 
recognized for not to exceed 20 minutes 
to discuss the Mansfield motion and Mr. 
GRIFFIN's substitute motion on the New 
Hampshire contested election. The junior 
Senator from West Virginia, Mr. RoBERT 
C. BYRD, will then be recognized for not 
to exceed 20 minutes to speak on the two 
motions. All Senators are urged to be in 
attendance on the floor during this 
discussion. 

ADJOURNMENT 
Mr. ROBERT C. BYRD. Mr. President, 

there being no further business to come 
before the Senate, I move, in accordance 
with the previous order, that the Senate 
stand in adjournment until the hour of 
12 o'clock noon tomorrow. 

The motion was agreed to; and at 
5: 14 p.m., the Senate adjourned until 
tomorrow, Wednesday, January 15, 1975, 
at 12 o'clock noon. 

HOUSE OF REPRESENTATIVES-Tuesday, January 14, 1975 
This being the day fixed by the 20th 

amendment of the Constitution and Pub­
lic Law 93-553 of the 93d Congress for 
the annual meeting of the Congress of 
the United States, the Members-elect of 
the House of Representatives of the 94th 
Congress met in their Hall, and at 12 
o'clock noon were called to order by the 
Clerk of the House of Representatives, 
Hon. W. Pat Jennings. 

The Chaplain, Rev. Edward G. Latch, 
D.D., prefaced his prayer with these 
words of Scripture: 

Before the mountains were brought 
forth, or ever Thou hadst farmed the 

Earth and the world, even from everlast­
ing to everlasting, Thou art God-Psalms 
90: 2. 

0 Thou who hast preserved us as a na­
tion and by whose providence we have 
been brought to this hour, we humbly be­
seech Thee to make us ever mindful of 
Thy presence, eager to do Thy will and 
earnest in our desire to serve our country. 

With the dawn of a new year, in a 
world anxious and troubled about many 
things, we turn to Thee seeking light and 
life for our day, faith and freedom for 
our world, and the triumph of truth for 
our age. 

At this high altar of our national life we 
pray for our President, our Vice Presi­
dent, our Speaker, every Member of Con­
gress, and all our leaders in government, 
business, and labor. May they be so 
strengthened by Thy spirit that they 
may meet depressing fears with daring 
faith and discouraging words with en­
couraging works. -Together may they 
strive for the day when good will shall 
dwell in the hearts of our citizens, justice 
shall reign in the relationship of people, 
and peace shall regulate the affairs of 
nations. 
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We pray in the spirit of Him who said: 
"When you pray, say-Our Father who 
art in heaven, hallowed be Thy name. 
Thy kingdom come. Thy will be done in 
earth, as it is in heaven. Give us this day 
our daily bread. And forgive us our tres­
passes as we forgive those who trespass 
against us. And lead us not into tempta­
tion, but deliver us from. evil: For Thine 
is the kingdom, and the power, and the 
glory, forever!' Amen. 

The CLERK. Representatives-elect to 
the 94th Congress, this is the day fixed 
by law for the meeting of the 94th 
Congress. 

This law directs the Clerk of the House 
to prepare the official roll of the Repre­
sentatives-elect. 

Credentials covering 435 seats in the 
94th Congress have been received, and 
are now on file with the Clerk of the 93d 
Congress. 

The names of those persons whose cre­
dentials show they were regularly elected 
in accordance with the laws of the sev­
eral States and of the United States will 
be called; and as the roll is called, fol­
lowing the alphabetical order of the 
s·~ates, beginning with the State of Ala­
bama, Representatives-elect will answer 
to their names to determine whether or 
not a quorum is present. 

The reading clerk will call the roll. 
The Clerk called the roll by States and 

the following Representatives-elect an­
swered to their names: 

[Roll No. 1] 
ALABAMA 

Edwards, Jack Jones, 
Dickinson Robert E. 
Bevill 

Buchanan 
Flowers 

ALASKA 

Young, Don (at large) 

Rhodes 
Udall 

Alexander 

Johnson, 
Harold T. 

Clausen, 
Don H. 

Moss 
Leggett 
Burton, 

JohnL. 
Burton, 

Phillip 
Miller, 

George 
Dellums 
Stark 
Edwards, Don 
Ryan 
McCloskey 
Min eta 

Schroeder 
Wirth 
Evans, 

FrankE. 

Cotter 
Dodd 

Sikes 
Fuqua 
Bennett 
Chappell 
Kelly 
Young, 

C. W. Bill 

ARIZONA 

Steiger, Sam 

ARKANSAS 

Hammer­
schmidt 
CALIFORNIA 

McFall 
Sisk 
Talcott 
Krebs 
Ketchum 
Lagomarsino 
Goldwater 
Corman 
Moorhead, 

Carlos J. 
Rees 
Waxman 
Roybal 
Rousselot 
Bell 
Burke, 

Yvonne 
Hawkins 

COLORADO 

Johnson, 
JamesP. 

Armstrong 

CONNECTICUT 

Conlan 

Thornton 

Danielson 
Wilson, 

Charles H. 
Anderson, 

Glenn 
Clawson, Del 
Hannaford 
Lloyd, Jim 
Brown, 

George E. 
Pettis 
Patterson 
Wiggins 
Hinshaw 
Wilson, Bob 
Van Deerlin 
Burgener 

Giaimo Sarasin 
McKinney Moffett 

DELAWARE 

duPont (at large) 
FLORIDA 

Gibbons 
Haley 
Frey 
Bafalis 
Rogers 

Burke, 
J. Herbert 

Lehman 
Pepper 
Fascell 

Ginn 
Brinkley 
Levitas 
Young, 

Andrew 

Matsunaga 

Symms 

Metcalfe 
Murphy, 

Morgan F. 
Russo 
Derwinski 
Erlenborn 
Hall 
Anderson, 

John 
O'Brien 

Madden 
Fithian 
Brad em as 
Roush 
Hillis 

Mezvinsky 
Blouin 

Sebelius 
Keys 

Hubbard 
Natcher 
Mazzoli 

Hebert 
Boggs 
Treen 

Emery 

Bauman 
Long, 

Clarence D. 
Sarbanes 

Conte 
Boland 
Early 
Drinan 
Tsongas 

Conyers 
Esch 
Brown, Garry 
Hutchinson 
VanderVeen 
Carr 
Riegle 

Quie 
Hagedorn 
Frenzel 

Whitten 
Bowen 

Clay 
Symington 
Sulllvan 
Randall 

Baucus 

Thone 
McColllster 

D'Amours 

Florio 
Hughes 
Howard 
Thompson 
Fenwick 
Forsythe 

Lujan 

GEORGIA 

Flynt 
McDonald, 

Larry 

HAWAII 

Mink 
IDAHO 

Hansen 
ILLINOIS 

Kluczynski 
Hyde 
Collins, 

Cardiss 
Rostenkowski 
Michel 
Railsback 
Findley 
Madigan 
Shipley 

INDIANA 

Evans 
Myers, 

John T . 
Hayes, 

Philip H. 
IOWA 

Grassley 
Smith, Neal 

KANSAS 

Winn 
Shriver 

KENTUCKY 

Snyder 
Carter 

LOUISIANA 

Waggonner 
Passman 
Moore 

MAINE 

Cohen 
MARYLAND 

Holt 
Spellman 
Byron 

MASSACHUSETTS 

Stuckey 
Landrum 
Stephens 

Yates 
Mikva 
Annunzio 
Crane 
McClory 
Price 
Simon 

Hamilton 
Sharp 
Jacobs 

Bedell 
Harkin 

Skubitz 

Breckinridge 
Perkins 

Breaux 
Long, 

Gillis W. 

Mitchell, 
Parren J. 

Gude 

Harrington Heckler, 
Macdonald, Margaret M. 

Torbert H. Burke, 
O'Neill James A. 
Moakley Studds 

MICHIGAN 

Traxler 
VanderJagt 

· Cederberg 
Ruppe 
O'Hara 
Diggs 
Nedzi 

MINNESOTA 

Karth 
Fraser 
Nolan 

MISSISSIPPI 

Montgomery 
Cochran 

MISSOURI 

Boll1ng 
Litton 
Taylor, Gene 
I chord 

MONTANA 

Melcher 
NEBRASKA 

Smith, 
Virginia 

Ford, 
William D. 

Ding ell 
Brodhead 
Blanchard 
Broomfield 

Bergland 
Oberstar 

Lott 

Hungate 
Burlison, 

Bill D. 

NEVADA 

Santini (at large) 
NEW HAMPSHIRE 

Cleveland 

' 

NEW JERSEY 

Maguire 
Roe 
Helstoski 
Rodino 
Minish 
Rinaldo 

Meyner 
Daniels, 

DominickV. 

NEW MEXICO 

Runnels 

Patten 

Pike 
Downey 
Ambro 
Lent 
Wydler 
Wolff 
Addabbo 
Rosenthal 
Delaney 
Biaggi 
Scheuer 
Chisholm 
Solarz 
Richmond 

Jones, 
Walter B. 

Fountain 
Henderson 
Andrews, Ike 

NEW YORK 

Zeferetti 
Holtzman 
Murphy, 

JohnM. 
Koch 
Rangel 
Abzug 
Badillo 
Bingham 
Peyser 
Ottinger 
Fish 
Gilman 
McHugh 
NORTH CAROLINA 

Stratton 
Pattison 
McEwen 
Mitchell, 

Donald J. 
Hanley 
Walsh 
Horton 
Conable 
LaFalce 
Nowak 
Kemp 
Hastings 

Neal Broyhill 
Preyer Taylor, 
Rose Roy A. 
Hefner 
Martin 

NORTH DAKOTA 

Andrews, Mark (at large) 
OHIO 

Gradison 
Clancy 
Whalen 
Guyer 
Latta 
Harsha 
Brown, 

Clarence J. 
Kindness 
Ashley 

Jones, 
JamesR. 

Risenhoover 

AuCoin 
Ullman 

Barrett 
Nix 
Green 
Eilberg 
Schulze 
Yatron 
Edgar 
Biester 
Shuster 
McDade 

StGermain 

Davis 
Spence 

Pressler 

Quillen 
Duncan, 

JohnJ. 
Lloyd, 

Marilyn 

Patman 
Wilson, 

Charles 
Collins, 

JamesM. 
Roberts 
Steelman 
Teague 
Archer 

McKay 

Downing 
Whitehurst 
Satterfield 
Daniel, 

Miller, 
Clarence E. 

Stanton, 
J. William 

Devine 
Mosher 
Seiberling 
Wylie 
Regula 
Ashbrook 

OKLAHOMA 

Albert 
Steed 
Jarman 

OREGON 

Duncan, 
Robert 

PENNSYLVANIA 

Flood 
Murtha 
Coughlin 
Moorhead, 

WilliamS. 
Rooney 
Eshleman 
Schnee bell 
Heinz 
Goodling 

RHODE ISDAND 

Beard, 
Edward P. 

SOUTH CAROLINA 

Hays, 
WayneL. 

Carney 
Stanton, 

JamesV. 
Stokes 
Vanik 
Mottl 

English 

Weaver 

Gaydos 
Dent 
Morgan 
Johnson, 

Albert W. 
Vigorito 
Myers, 

Gary A. 

Derrick Holland 
Mann Jenrette 

SOUTH DAKOTA 

Abdnor 
TENNESSEE 

Evins, JoeL. 
Fulton 
Beard, 

Robin L. 
Jones, Ed 

TEXAS 

Eckhardt 
Brooks 
Pickle 
Poage 
Wright 
Hightower 
Young, John 
de la Garza 
White 

UTAH 

Howe 

Ford, 
Harold E. 

Burleson, 
Omar 

Jordan 
Mahon 
Gonzalez 
Krueger 
Casey 
Kazen 
Milford 

VERMONT 

Jeffords (at large) 
VIRGINIA 

Daniel, Dan 
Butler 
Robinson 

Harris 
Wampler 
Fisher 

Robert W., Jr. 

Pritchard 
Meeds 
Bonker 

Mollohan 
Staggers 

WASHINGTON 

McCormack 
Foley 

WEST VIRGINIA 

Slack 

Hicks 
Adams 

Hechler, Ken 
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Asp in 
Kastenmeier 
Baldus 
Zablocki 

WISCONSIN 

Reuss 
Steiger, 

William A. 
Obey 

Cornell 
Kasten 

WYOMING 

Roncalio (at large) 

The CLERK. The rollcall discloses that 
432 Representatives-elect have answered 
to their names. 

A quorum is present. 

ANNOUNCEMENT BY THE CLERK 
The CLERK. The Clerk wishes to state 

that credentials are on file shoWing the 
election of the Honorable JAIME BENITEZ 
as Resident Commissioner from the Com­
monwealth of Puerto Rico, the election 
Of the Honorable WALTER E. FAUNTROY 
as Delegate from the District of Colum­
bia, the election of the Honorable 
ANTONIO BORJA WON PAT as Delegate 
from Guam, and the election of the Hon­
orable RoN DE Luao as Delegate from the 
Virgin Islands. 

ELECTION OF SPEAKER 
The CLERK. The next order of busi­

ness is the election of a Speaker of the 
House of Representatives for the 94th 
Congress. 

Nominations are now in order. 
The Clerk recognizes the gentleman 

from California (Mr. PHILLIP BURTON). 
Mr. PffiLLIP BURTON. Mr. Clerk, as 

chairman of the Democratic Caucus, I 
am directed by the unanimous vote of 
that caucus to present for election to the 
office of the Speaker of the House of 
Representatives of the 94th Congress the 
name of the Honorable CARL ALBERT, a 
Representative-elect from the State of 
Oklahoma. 

The CLERK. The Clerk now recognizes 
the gentleman from Dlinois <Mr. AN­
DERSON). 

Mr. ANDERSON of Illinois. Mr. Speak­
er, as chairman of the Republican con­
ference and by authority, by direction, 
and by unanimous vote of the Republican 
conference, I nominate for Speaker of 
the House of Representatives the Honor­
able JOHN J. RHODES, a Representative­
elect from the State of Arizona. 

The CLERK. The Honorable CARL 
ALBERT, a Representative-elect from the 
State of Oklahoma, and the Honorable 
JOHN J. RHODES, a Representative-elect 
from the State of Arizona, have been 
placed in nomination. 

Are there further nominations? 
There being no further nominations, 

the Clerk will appoint tellers. 
The Clerk appoints the gentleman from 

Ohio <Mr. HAYs) , the gentleman from 
Alabama (Mr. DICKINSON), the· gentle­
woman from Missouri <Mrs. SuLLIVAN), 
and the gentlewoman from Massachu­
setts (Mrs. HECKLER) . 

Tellers will come forward and take 
their seats at the desk in front of the 
Speaker's rostrum. 

The roll will now be called, and those 
responding to their names will indicate 
by surname the nominee of their choice. 

The reading clerk will call the roll. 
The tellers having taken their places, 

the House proceeded to vote for the 
Speaker. 

The following is the result of the vote: 
[Roll No.2] 

ALBERT 

Abzug Ginn Obey 
Adams Gonzalez O'Hara 
Addabbo Green O'Neill 
Alexander Haley Ottinger 
Am bro Hall Passman 
Anderson, Hamilton Patman 

Calif. Hanley Patten 
Andrews, N.C. Hannaford Patterson, 
An nunzio Harkin Calif. 
Ashley Harrington Pattison, N.Y. 
Aspin Harris Pepper 
AuCoin Hawkins Perkins 
Badillo Hayes, Pickle 
Baldus Philip H. Pike 
Barrett Hays, Wayne L. Poage 
Baucus Hebert Preyer 
Beard, R.I. Hechler, W.Va. Price 
Bedell Hefner Randall 
Bennett Helstoski Rangel 
Bergland Henderson Rees 
Bevill Hicks Reuss 
Biaggi Hightower Richmond 
Bingham Holland Riegle 
Blanchard Holtzman Risenhoover 
Blouin Howard Roberts 
Boggs Howe Rodino 
Boland Hubbard Roe 
Bolling Hughes Rogers 
Bonker Hungate Roncalio 
Bowen !chord Rooney 
Brademas Jacobs Rose 
Breaux Jarman Rosenthal 
Breckinridge Jenrette Rostenkowski 
Brinkley Johnson, Calif. Roush 
Brodhead Jones, Ala. Roybal 
Brooks Jones, N.C. Runnels 
Brown, Calif. Jones, Okla.. Russo 
Burke, Calif. Jones, Tenn. Ryan 
Burke, Mass. Jordan St Germain 
Burleson, Tex. Karth Santind. 
Burlison, Mo. Kastenmeier Sarbanes 
Burton, John Kazen Satterfield 
Burton, Phillip Keys Scheuer 
Byron Kl uczynski Schroeder 
Carney Koch Seiberling 
carr Krebs Sharp 
Casey Krueger Shipley 
Chappell LaFalce Sikes 
Chisholm Landrum Simon 
Clay Leggett Sisk 
Collins, Dl. Lehman Slack 
Conyers Levitas Smith, Iowa 
Connan Litton Solarz 
Cornell Lloyd, Calif. Spellman 
Cotter Lloyd, Tenn. Staggers 
D'Amours Long, La. Stanton, 
Daniel, Dan Long, Md. James V. 
Daniels, McCormack Stark 

Dominick V. McDonald Steed 
Danielson McFall Stephens 
Davis McHugh Stokes 
de la Garza McKay Stratton 
Delaney Macdonald Stuckey 
Dellums Madden Studds 
Dent Maguire Sullivan 
Derrick Mahon Symington 
Diggs Mann Taylor, N.C. 
Dingell Matsunaga Teague 
Dodd Mazzoli Thompson 
Downey Meeds Thornton 
Downing Melcher Traxl-er 
Drtnan Metcalfe Tsongas 
Duncan, Oreg. Meyner Udall 
Early Mezvinsky ffilma.n 
Eckhardt Mikva Van Deerlin 
Edgar Milford VanderVeen 
Edwards, Calif. Miller, Calif. Vanik 
Eilberg Mineta Vigorito 
English Minish Waggonner 
Evans, Colo. Mink Waxman 
Evans, Ind. Mitchell, Md. Weaver 
Evins, Tenn. Moakley White 
Fascell Moffett Whitten 
Fisher Mollohan Wilson, 
Fithian Montgomery Charles H., 
Flood Moorhead, Pa. Calif. 
Florio Morgan Wilson, 
Flowers Moss Charles, Tex. 
Flynt Mottl Wirth 
Foley Murphy, Til. Wolff 
Ford, Mich. Murphy, N.Y. Wright 
Ford, Tenn. Murtha Yates 
Fountain Natcher Yatron 
Fraser Neal Young, Ga.. 
Fulton Nedzi Young, Tex. 
Fuqua Nix Zablocki 
Gaydos Nolan Zeferetti 
Giaimo Nowak 
Gibbons Obenrtax 

RHODES 

Abdnor Frenzel 
Anderson, Ill. Frey 
Andrew~:~., G ilman 

N . Dak. Goldwater 
Archer Goodling 
Armstrong Gradison 
Ashbrook Gras:sley 
Bafalis Gude 
Bauman Guyer 
Beard, Tenn. Hagedorn 
Bell Hammer-
Biester schmidt 
Broomfield Hansen 
Brown, Mich. Harsha 
Brown, Ohio Hastings 
Broyhill Heckler, Mass. 
Buchanan Heinz 
Burgener Hillis 
Burke, Fla. Hinshaw 
Butler Holt 
Carter Horton 
Cederberg Hutchinson 
Clancy Hyde 
Clausen, Jeffords 

Don H. Johnson, Colo. 
Clawson, Del Johnson, Pa. 
Cleveland Kasten 
Cochran Kelly 
Cohen Kemp 
Collins, Tex. Ketchum 
Cona.ble Kindness 
Conlan Lagomarsino 
Conte Latta 
Coughlin Lent 
Crane Lott 
Daniel, Lujan 

Robert W., Jr.McClory 
Derwinski McCloskey 
Devine McCollister 
Dickinson McDade 
Duncan, Tenn. McEwen 
duPont McKinney 
Edwards, Ala. Madigan 
Emery Martin 
Erlenborn Michel 
Esch Miller, Ohio 
Eshleman Mitchell, N.Y. 
Fenwick Moore 
Findley Moorhead, 
Fis:h Calif. 
Forsythe Mosher 

Myers, Ind. 
Myers, Pa. 
O'Brien 
Pettis 
Peyser 
Pressler 
Pritchard 
Quie 
Quillen 
Ra.ilsback 
Regula 
Rinaldo 
Robinson 
Rousselot 
Ruppe 
Sarasin 
Schnee bell 
Schulze 
Sebelius 
Shriver 
Shuster 
Skubitz 
Smith, Nebr. 
Snyder 
Spence 
Stanton, 

J. Wllllam 
Steelman 
Steiger, Ariz. 
Steiger, Wis. 
Symms 
Talcott 
Taylor, Mo. 
Thone 
Treen 
Va.n.der Jagt 
Walsh 
Wampler 
Whalen 
Whitehurst 
Wiggins 
Wilson. Bob 
Winn 
Wydler 
Wylie 
Young, Alaska. 
Young, Fla.. 

ANSWERED "PRESENT"-2 

Albert Rhodes 

The CLERK. The tellers agree on their 
tallies. The total number of votes cast 
is 432, of which the Honorable CARL AL­
BERT, of Oklahoma, received 287, and the 
Honorable JOHN J. RHODES received 143, 
with two voting "present." 

Therefore, the Honorable CARL ALBERT, 
of Oklahoma, is the duly elected Speaker 
of the House of Representatives for the 
94th Congress, having received a major­
ity of the votes cast. 

The Clerk appoints the following com­
mittee to escort the Speaker-elect to the 
chair: the gentleman from Arizona <Mr. 
RHODES), the gentleman from Massa­
chusetts <Mr. O'NEILL) , the gentleman 
from Illinois <Mr. MICHEL), the gentle­
man from California (Mr. PHILLIP BUR­
TON) , and the gentleman from Okla­
homa (Mr. STEED) . 

The Doorkeeper announced the 
Speaker-elect of the House of Represent­
atives of the 94th Congress, who was 
escorted to the chair by the committee 
of escort. 

Mr. RHODES. Mr. Speaker, my col­
leagues, it is a distinct honor for me to 
introduce our great Speaker. 

As you know, nobody enjoys losing an 
election. I sort of thought I would lose 
this one, and I did. I thank those who 
supported me, and I assure tho.se who 
did not support me that I understand 
their reasons. But if one ha.s to lose I can 
think of no one I would rather lose to 
than my good friend, the Honorable 
CARL ALBERT. 



18 CONGRESSIONAL RECORD- HOUSE January 14, 197:5 

Under the leadership of CARL ALBERT We can only fulfill their expectations and 
the House of Representatives has re- hopes if we work together, not as Demo­
gained much of the prestige and influ- crats, not as Republicans, but as Ameri­
ence which has been slowly eroded over cans elected by our peers to be Members 
a period of many years. CARL ALBERT has of the House of Representatives. 
been not just the leader of the majority. Mr. Speaker, this is a time that calls 
As long as he has occupied the Speak- for good judgment and great care in the 
er's chair he has been the leader for all kind of legislation we enact. It is a time 
Members of the House. This is the hall- that requires cooperation between the 
mark of a truly great Speaker. branches of Government. It is a time for 

As a result of efforts made in the 93d the majority and the minority in this 
Congress, we begin our work today with House to join together on the big issues in 
a considerable chance to influence the order to enhance the Nation's economic 
direction of our troubled Nation. Our and political health. 
challenge will be to marshal that in:tlu- It is my opinion that our chances for 
ence along responsible lines so that the success in this endeavor have been sub­
truly formida.ble problems of the Nation stantially advanced as a result of the 
can be solved, and solved properly and election this day of you, sir, to be Speaker 
promptly. The American people have of the House of Representatives. You 
indicated they expect the Congress to have been a Speaker of great honesty 
take decisive action toward meeting the and fairness, a champion of the rights 
problems of both in:tlation and recession. and privileges of our membership, and 
The decisions which we will face in this all the Members, and the traditions of 
historic Chamber are going to be tough this great body. It is with profound honor 
decisions. Solving our economic prob- that I introduce to you, my colleagues of 
lems will require that we make a realis- the 94th Congress, a fine American, a 
tic assessment of where our Government dedicated lawmaker, and a distinguished 
can and should act, and where our great son of the State of Oklahoma, and my 
free enterprise system should be left to friend-past, present, and future-the 
regain its own momentum without either Speaker of the House of Representatives, 
planning or interference by anyone. It the Honorable CARL ALBERT. [Applause, 
is also going to require that we exercise, the Members rising.] 
on both sides of the aisle, the type of Mr. ALBERT. I thank the distill­
courage that will enable us to resist the guished gentleman from Arizona <Mr. 
temptation to make political advantage RHODES) for his kind words. I appre­
in the interest of getting things done. ciate what he has so generously said. I 

I would like to take this opportunity to accept his congratulations with humil­
welcome back the many distinguished ity. 
colleagues with whom it has been my My colleagues of the Congress, I come 
pleasure to serve over the years. I would before you not only with a feeling of deep 
also like to extend a greeting to all those humility, but with a feeling of deter­
who are now beginning their first term in mination which I have not known or 
the House. To them, I suggest that the felt before during my years in the Con­
job is not an easy one. It has been said gress. I am humble, because I have been 
that sitting in Congress is the privilege given the honor of picking up, for the 
of the few-sitting on Congress is the third time, the gavel of the House of 
prerogative of the many. Representatives in this chamber which, 

But I welcome all of you, and I can as- as the gentleman from Arizona <Mr. 
sure you that, as one who has served in RHODES) has rightly said, houses the 
this House for many years, there is no ex- greatest deliberative assembly in all the 
perience that is more rewarding and more world. 
wonderful to attain in one's life than this I am grateful from the bottom of my 
today, when for the first time you become heart for the honor which my colleagues 
a Member of what I consider to be the have bestowed upon me. Many are 
greatest deliberative body ever founded worthy of this position, just as all of you 
on this Earth. are worthy of seats in the House of Rep-

In a Republic the majority rules while resentatives. Yet, although many of our 
the minority tries to show the majority constituents are desirous of seats in the 
how things really should be done. I can House of Representatives, it is you, my 
assure you that as minority leader I will colleagues, who are in the extraordinary 
speak out as forcefully as I know how position of being among the relatively 
whenever I feel that the majority has few who have been so chosen during 
adopted a direction or a decision that is the long history of this republic. 
not well advised. I can also assure you I am proud of this House as an in­
that my Republican colleagues will have stitution. I am proud of the record that 
many suggestions to make during the has been made here by men and women 
94th Congress. That is how it should be, whose lives have left an imprint upon 
that is how it has always been, and I that great phenomenon which we call 
hope that it will always be that way. . the history of the United States. Serving 

But I am also determined to work to- in a constant line of membership, from 
ward the consensus approach to our Na- the day the Congress was first elected 
tion's problems which I feel is necessary in 1789, have been men whose influence 
in order for the 94th Congress to take the on our history was attributable to the 
action that the Nation requires. The service they rendered their country in 
House of Representatives, being closest the House of Representatives. . 
to the people, has an obligation, in my Few Members of this House, during 
judgment, to be the most responsive body its long and historic span, have held the 
in Government. The people want us to gavel as Speaker, an honor, and an op­
act. They expect us to avoid the stalemate portunity for public service solely with­
which many have predicted will occur. in the gift of the Members of each Con-

gress as they assemble, freshly chosen 
every 2 years by the American people. 
This office is unique in its constitutional 
roots, and, in my judgment, exceeded 
in its importance by no other office in 
the world. 

I give you my pledge that I will serve 
all the Members of the House with an 
open mind, fairly, and frankly, in the 
spirit of candor, and irrespecitve of party 
affiliation. I interpret the duties of the 
Speaker not only to help advance the 
progress of the majority party, but also 
to protect and respect the individual 
rights of every Member and the rights, 
under the rules and precedents of the 
House, of the minority. 

To the distinguished minority leader, 
JOHN RHODES do I especially give my 
peldge. JOHN said he ran for the office of 
Speaker; Jerry Ford who also ran for it 
several times said that all he ever wanted 
to do in life was to be Speaker and I 
think he told the truth. I alwa;s beat 
him, but he leapfrogged the office, and 
look what he got into. 

I congratulate all of my colleagues in 
this Congress on your election. Have you 
ever stopped to realize that you are the 
choice of 213 million Americans? Have 
you ever stopped to think that you hold 
the only Federal positions in the United 
State~ which may be acquired solely by 
exercise of the suffrage and in no other 
manner? This is the place where no one 
has ever been a Member who was not 
elected by his peers. We are truly the 
Representatives of the people. 

I welcome the new Members. We have 
a lot of them this year. I know most of 
them and I am impressed with them. 
They come, as I am sure most of us have 
come, determined that in their time and 
in their generation they will do their 
part to fulfill the responsibilities of this 
body. I recommend to you that you learn 
the rules of the House of Representa­
tives and that you learn to know the 
Members of the House of Representa­
tives. Look to the right or look to the left 
from where you are sitting or standing· 
until you come to know each other, you 
cannot have any comprehension of how 
many of your colleagues have extraor­
dinary talents, extraordinary integ­
rity, and extraordinary devotion to 
duty. My experience has been that the 
competence of the men and women here 
in the House of Representatives has more 
strongly impressed me than that of any 
I have encountered elsewhere in my pri­
vate, public, or school life. 

Our solemn task is to legislate for the 
American people, the people who elected 
us, and to pass laws, as those old and 
familiar words went that we learned in 
childhood, to provide for the common de­
fense, establish justice, promote the gen­
eral welfare, insure domestic tranquillity, 
and secure the blessings of liberty to our­
selves and our posterity. These are the 
hallowed words of the American Con­
stitution which we swear, you and I, to 
uphold. Remember this as long as you 
a.!_e here, and I am sure that you will: 
These resounding words of our Con­
stitution call us to the performance of 
our duties. As guides to what we do here, 
we need no other, because there are no 
better. 
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Our people demand of us that we 

legislate well, that we legislate with dis­
patch, meeting four-square the complex 
and varied miseries that afflict our 
country. Legislate we shall, because 
legislate we must; the country is looking 
to us for the measures now so des­
perately needed. 

We shall act in accordance with the 
clear and direct language of the Con­
stitution's article 1, section 1: 

All legislative powers herein granted 
shall be vested in a Congress of the United 
States. 

Last month, just before we adjourned 
after a very long, difficult, and trying 
year, I appointed a task force to draft an 
economic recovery program based on a 
polling of Members, and the help and 
concurrence of committee chairmen, a 
program on which we could act quickly. 
Yesterday we announced the details of 
that program. The task force report js 
the most comprehensive statement ever 
made at the beginning of a new Con­
gress on behalf of the majority party in 
the House of Representatives. It re­
inforces our commitment to act im­
mediately to counter our Nation's acute 
and growing economic problems. The 
short-term program is aimed directly 
at the immediate problems facing Amer­
ica today: Rising joblessness, with good 
people, trained people without work­
jobless Americans whose nun1bers are 
increasing day by day; eroded consumer 
purchasing power; the imperative need 
for some form of energy conservation 
and the development of new energy sup­
plies, looking toward our independence, 
at the earliest possible time, from ran­
som payments for foreign oil. This last 
problem is no easy one; it is not one for 
which there can be an overnight 
solution. 

Sooner than the expiration of the 90-
day period, before the end of March, 
I ask the Committee on Ways and 
Means to report, the Committee on 
Rules to give a rule, and the House to 
pass tax relief legislation for millions 
of low- and middle-income Americans. 

I welcome the President's new posi­
tion that he will now support a tax cut, 
thus enhancing the chances and likeli­
hood of getting quicker action in this 
most important area. 

The House must act to reverse the 
devastating upward trend of interest 
rates, to infuse new life into the Na­
tion's homebuilding industry, to stimu­
late agricultural production, to develop 
a comprehensive program of energy 
conservation, to formulate a workable 
system for monitoring price increases, 
and to halt the alarming surge of un­
employment, by putting our working 
people back to work, where they ought 
to be and where they belong. 

Unemployment is causing havoc in our 
country's economy and anguish among 
our Nation's citizens. More important, 
those without jobs cannot provide them­
selves and their families with the neces­
sities of life. Those with low incomes 
during this unbearable and unprece­
dented inflation cannot pay their grocery, 
rent, and utility bills. Medical costs can­
not be met by most Americans without 
a system of national health insurance. 

I have assured the chairman of the ap­
propriate committee .that a national 
health insurance bill should be among 
the first bills considered. 

Our country wants us to act. Our coun­
try wants us to act quickly; our country 
wants us to act effectively. Quick and ef­
fective action is absolutely necessary in 
an era beset by the combined scourges of 
inflation, recession, and energy short­
ages. 

These are not partisan issues, they are 
national afflictions that require action 
now, by us. If we are to fulfill our purpose, 
which is to legislate effectively, the ma­
jority and minority must unite whenever 
and wherever we can, and always in the 
public interest. This is an American bat­
tle; not a Democratic battle, not a Re­
publican battle, not a congressional 
battle, not an administration battle. We 
earnestly seek a close and harmonious 
working relationship with the executive 
branch. We ask its advice; we solicit its 
recommendations; we want its coopera­
tion. We must work together for our 
country, because our country deserves 
the best of all of us. 

I pledge from the bottom of my heart 
that I will work to the very limits of the 
ability the Good Lord has given me, that 
I will be as helpful as I know how, as we 
strive in this session of the Congress to 
return the American people to a state of 
high employment •and economic growth. 
Without that national strength we can­
not be free, and without freedom we can­
not be the kind of Americans we know 
ourselves to be. 

[Applause, the Members rising.] 
I am now ready to take the oath of 

office. 
I ask the dean of the House of Repre­

sentatives, the Honorable WRIGHT PAT­
MAN of Texas, to administer the oa;th of 
office. 

Mr. PATMAN then administered the 
oath of office to Mr. ALBERT, of Okla­
homa. 

SWEARING IN OF MEMBERS 
The SPEAKER. According to the prec­

edent, the Chair will swear in all Mem­
bers of the House at this time. 

If the Members will rise, the Chair 
will now administer the oath of office. 

The Members-elect and Delegates­
elect and the Resident Commissioner­
elect, rose and the Speaker administered 
the oath of office to them. 

The SPEAKER. The gentlemen and 
gentlewomen are now Members of Con­
gress. 

The Chair recognizes the gentleman 
from California (Mr. PHILLIP BURTON). 

MAJORITY LEADER 
Mr. PHILLIP BURTON. Mr. Speaker, 

as chairman of the Democratic Caucus, I 
have been directed to report to the House 
that the Democratic Members have se­
lected as majority leader the gentleman 
from Massachusetts, the Honorable 
THOMAS P. O'NEILL, JR. 

The SPEAKER. The Chair now recog­
nizes the gentleman from Tilinois <Mr. 
ANDERSON). 

MINORITY LEADER AND MINORITY 
WHIP 

Mr. ANDERSON of Dlinois. Mr. 
Speaker, as chairman of the Republican 
conference, I am directed by that con­
ference to officially notify the House tha;t 
the gentleman from Arizona, the Honor­
able JoHN J. RHODES, has been selected 
as the minority leader of the House; and 
that effective January 1, 1975, the gen­
tleman from illinois, the Honorable 
ROBERT H. MICHEL, has SUCCeeded to the 
office of minority whip. 

ELECTION OF CLERK OF THE 
HOUSE, SERGEANT AT ARMS, 
DOORKEEPER, POSTMASTER, AND 
CHAPLAIN 
Mr. PHILLIP BURTON. Mr. Speaker, 

I offer a resolution (H. Res. 1) and ask 
for its immediate consideration. 

The Clerk read the resolution, as 
follows: 

H. RES. 1 
Resolved, That W. Pat Jennings, of the 

Commonwealth of Virginia, be, and he 
1s hereby, chosen Clerk of the House of 
Representatives; 

That Kenneth R. Harding, of the Com­
monwealth of Virginia, be, and he is hereby, 
chosen Sergeant at Arms of the House of 
Representatives; 

That James T. Molloy, of the State of 
'New York, be, and he is hereby, chosen 
Doorkeeper of the House of Representatives; 

That Robert V. Rota, of the Common­
wealth of Pennsylvania, be, and he is here­
by, chosen Postmaster of the House of Rep­
resentatives; 

That Rev. Edward G. Latch, D.D., of the 
State of Maryland, be, and he is hereby, 
chosen Chaplain of the House of Repre­
sentatives. 

Mr. ANDERSON of Illinois. Mr. 
Speaker, I shall offer a substitute for 
the resolution just offered by the gentle­
man from California, but before doing 
so, request that there be a division of 
the question on the resolution so that 
we may have a separate vote on the 
office of the Chaplain. 

The SPEAKER. The question is on 
agreeing to . the portion of the resolu­
tion providing for the election of the 
Chaplain. 

That portion of the resolution was 
agreed to. 

SUBSTITUTE AMENDMENT OFFERED BY 
MR. ANDERSON OF ILLINOIS 

Mr. ANDERSON of Dlinois. Mr. 
Speaker, I offer a substitute amendment 
for the remainder of the resolution. 

The Clerk read the substitute amend­
ment, as follows: 
AMENDMENT OFFERED BY MR. ANDERSON OP 

ILLINOIS AS A SUBSTITUTE FOR THE REMAIN• 

DER OF H. RES. 1 

H. RES. 1 
Resolved, That Joe Bartlett, of the State 

of Ohio, be, and he 1s hereby, chosen Clerk 
of the House of Representatives; 

That Walter P. Kennedy, of the State o! 
New Jersey, be, and he is hereby, chosen 
Sergeant at Arms of the House of Repre­
sentatives; 

That William R. Bonsell, of the Common­
wealth of Pennsylvania, be, and he is hereby, 
chosen Doorkeeper of the House of Repre­
sentatives; 
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That Tommy Lee Winebrenner, of the 

State of Indiana, be, and he is hereby, chosen 
Postmaster of the House of Representatives. 

The SPEAKER. The question is on the 
substitute amendment offered by the 
gentleman from lllinois <Mr. ANDERSON). 

The substitute amendment was re­
jected. 

The SPEAKER. The question is on the 
resolution offered by the gentleman from 
California (Mr. PHILLIP BURTON). 

The resolution was agreed to. 
A motion to reconsider was laid on the 

table. 
The SPEAKER. Will the omcers 

elected present themselves in the well of 
the House? 

The o:fllcers-elect presented them­
selves a;t the bar of the House and took 
the oath of o:fllce. 

NOTIFICATION TO SENATE OF OR­
GANIZATION OF THE HOUSE 

Mr. O'NEILL. Mr. Speaker, I offer a 
resolution H. Res. 2 and ask for its im­
mediate consideration. 

The Clerk read the resolution, as fol­
lows: 

H. RES. 2 
Resolved, That a message be sent to the 

Senate to inform that body that a quorum 
of the House of Representatives has as­
sembled; that CARL ALBERT, a Represent­
ative from the State of Oklahoma, has been 
elected Speaker; and W. Pat Jennings, a citi­
zen of the Commonwealth of Virginia, Clerk 
of the House of Representatives of the 
Ninety-fourth Congress. 

The resolution was agreed to. 
A motion to reconsider was laid on the 

table. 

COMMITTEE TO NOTIFY THE PRES­
IDENT OF THE UNITED STATES 
OF THE ASSEMBLY OF THE CON­
GRESS 

Mr. O'NEILL. Mr. Speaker, I offer a 
resolution <H. Res. 3) and ask for its 
immediate consideration. 

The Clerk read the resolution as fol­
lows: 

H. RES. 3 
Resolved, That a committee of two Mem­

bers be appointed by the Speaker on the 
part of the House of Representatives to join 
with a committee on the part of the Sen­
ate to notify the President of the United 
States that a quorum of each House has 
been assembled, and that Congress is ready 
to receive any communication that he may 
be pleased to make. 

The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 
The SPEAKER. The Chair appoints 

as members of the committee on the 
part of the House to join the committee 
on the part of the Senate to notify the 
President of the United States that a 
quorum of each House has been as­
sembled, and that Congress is ready to 
receive any communication that he may 
be pleased to make, the gentleman from 
Massachusetts <Mr. O'NEILL) and the 
gentleman from .Arizona <Mr. RHODES). 

AUTHORIZING THE CLERK TO IN­
FORM THE PRESIDENT OF THE 
ELECTION OF THE SPEAKER AND 
THE CLERK OF THE HOUSE OF 
REPRESENTATIVES 

Mr. MAHON. Mr. Speaker, I offer a 
resolution <H. Res. 4) and ask for its 
immediate consideration. 

The Clerk read the resolution, as 
follows: 

H. RES. 4 
Resolved, That the Clerk be instructed to 

inform the President of the United States 
that the House of Representatives has elected 
Carl Albert, a Representative from the State 
of Oklahoma, Speaker; and w. Pat Jennings, 
a citizen of the Commonwealth of Virginia, 
Clerk of the House of Representatives of the 
Ninety-fourth Congress. 

The resolution was agreed to. 
A motion to reconsider was laid on the 

table. 

RULES OF THE HOUSE 

Mr. O'NEILL. Mr. Speaker, I offer a 
resolution (H. Res. 5) and ask for its 
immediate consideration. 

The Clerk read the resolution, as 
follows: 

H. RES. 5 
Resolved, That the Rules of the House of 

Representatives of the Ninety-third Congress, 
together with all applicable provisions of the 
Legislative Reorganization Act of 1946, as 
amended, the Legislative Reorganization Act 
of 1970, as amended, and the Congressional 
Budget and Impoundment Control Act of 
1974, be, and .they are hereby adopted as the 
Rules of the House of Representatives of the 
Ninety-fourth Congress, with the following 
amendments as part thereof, to wit: 

(1) In Rule I, add the following new clause 
at the end thereof: 

"8. He shall have the authority to designate 
any Member, officer or employee of the House 
of Representatives to travel on the business 
of the House of Representatives, as deter­
mined by him, within or without the United 
States, whether the House is meeting, has 
recessed or has adjourned. and all e~penses 
for such travel may be paid for from the 
contingent fund of the House on vouchers 
solely approved and signed by the Speaker.'' 

(2) In Rule VIII, the first sentence of 
clause 2 ts amended by inserting "by the 
House or Committee of the Whole" immedi­
ately after the first comma. 

(3) In Rule X, the first sentence of clause 
1 (e) (1) is amended: 

(1) by striking out "twenty-three" in the 
matter preceding subdivision {A) and in­
serting in lieu thereof "twenty-five"; and 

(2) by striking out "eleven" in subdivision 
(C) and inserting in lieu thereof "thirteen". 

(4) In Rule X, clause 1(f) is amended by 
striking out "Committee on Commerce and 
Health" and inserting in lieu thereof "Com­
mittee on Interstate and Foreign Commerce", 
by redesignating clause 1 (f) as clause 1 (1) 
and by redesignating all subclauses following 
1 (e) accordingly. 

(5) In Rule X, clause 1(k) is amended by 
adding at the end thereof the following new 
subclauses: 

"14. Measures relating to the raising, re­
porting and use of campaign contributions 
for candidates for office of Representative in 
the House of Representatives and of Resident 
Commissioner to the United States from 
Puerto Rico." 

"15. Measures relating to the compensation, 
retirement and other benefits of the Members, 
omcers, and employees of the Congress." 

(6) In Rule X, clause 1 is amended: 
(1) by striking out paragraph (m), by re­

designating paragraphs (n) through (w) as 
paragraphs (m) through (v), respectively, by 
striking out the provisions "Except as pro­
vided in clause 1 ( q) ( 4) " as they appear in 
clauses 1(k) (4) and (5) of Rule X and in­
serting "Except as provided in clause 1 (p) 
(4)"; and 

(2) by adding at the end of paragraph (m), 
as so redesignated by this section, the follow­
ing: 

"(19) Communist and other subversive ac­
tivities affecting the internal security of the 
United States." 

All property and records of the Committee 
on Internal Security are hereby transferred 
to the Committee on the Judiciary and shall 
be available for use by the latter committee 
to the same extent as if such property and 
records were originally that of the Committee 
on the Judiciary. 

Such staff members of the Committee on 
Internal Security as the chairman of that 
committee for the 93rd Congress may des­
ignate after consultation and agreement 
with the chairman of the Committee on the 
Judiciary shall, without reduction in com­
pensation, be transferred and appointed to 
the Committee on the Judiciary as additional 
members of the staff of the Committee on 
the Judiciary for the period of the 94th Con­
gress, and shall be paid from the contingent 
fund of the House." 

{7) In Rule X, the last sentence of clause 
1 (t), relating to the jurisdiction of the Com­
mittee on Small Business, 1s amended to 
read as follows: 

"In addition to its legislative jurisdiction 
under the preceding provisions of this para­
graph (and its general oversight function 
under clause 2(b) (1)), the committee shall 
have the special oversight function provided 
for in clause 3{g) with respect to the prob­
lems of small business." 

(8) In Rule X, relating to the jurisdiction 
of the Committee on Standards of Official 
Conduct, strike out clause l(u) (4). 

(9) In Rule X, the fourth sentence of 
clause 2 is amended to read as follows: 

"Each such committee having more than 
twenty members shall establish an oversight 
subcommittee, or require its subcommittees, 
if any, to conduct oversight in the arena of 
their respective jurisdiction, to assist in car­
rying out its responsibil1t1es under this sub­
paragraph.'' 

{10) In Rule X, clause 4(a) (1) (C) is 
amended to read as follows: 

"(C) Hearings pursuant to subdivision 
(A) , or any part thereof, shall be held in 
open session, except when the committee, in 
open session and with a quorum present, 
determines by rollcall vote that the testi­
mony to be taken at that hearing on that. 
day may be related to a matter of national 
security: Provided, however, that the com­
mittee may by the same procedure close one 
subsequent day of hearing. A transcript of 
all such hearings shall be printed and a copy 
thereof furnished to each Member, Delegate,. 
and the Resident Commissioner from Puerto 
Rico." 

{11) In Rule X, clause 4(i) is amended to 
read as follows: 

"Each standing committee of the House 
which is directed in a concurrent resolution 
on the budget to determine and recommend 
changes in laws, bills, or resolutions under 
the reconcU181tion process shall promptly 
make such determinations and recommen­
dations, and report a reconcilla.tion b111 or 
resolution (or both) to the House or submit 
such recommendations to the Comml1itee on 
tEe Budget, in accordance with the Congres­
sional Budget Act ot 1974!' 

(12) In Rule X, clause 6{c) 1s amended to 
read as follows: 

"Each standing Committee of the House of 
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Representatives, except the Committee on 
the Budget, that has more than twenty 
members shall establish a;t least four sub­
committees." 

(13) In Rule X, strike out clause 6(g) and 
redesignate clause 6(h) as 6(g). 

( 14) In Rule XI, clause 2 (a.) (1) is 
amended to read as follows: 

" ( 1) shall be adopted in a meeting which 
is open to the public unless the committee, 
in open session and with a quorum present, 
determines by rollcall vote that all or part 
of the meeting on that day is to be closed to 
the public." 

(15) In Rule XI, clause 2(e) is amended 
to read as follows: 

"Each committee shall keep a complete 
record of all committee action which shall 
include a record of the votes on any ques­
tion on which a rollcall vote is demanded. 
The result of each such rollcall vote shall 
be made available by the committee for in­
spection by the public at reasonable times 
in the offices of the committee. Information 
so available for public inspection shall in­
clude a description of the amendment, mo­
tion, order or other propos! tion and the 
name of each Member voting for and each 
Member voting against such amendment, 
motion, order, or proposition, and whether 
by proxy or in person, and the names of 
those Members present but not voting." 

(16) In Rule XI, clause 2(f') is amended 
by inserting before the period the following: 
"unless such committee, by written rule 
adopted by the committee, permits voting 
by proxy and requires that the proxy au­
thorization shall be in writing, shall assert 
that the Member is absent on official busi­
ness or is otherwise unable to be present at 
the meeting of the committee, shall desig­
nate the person who is to execute the proxy 
authorization, and shall be limited to a 
specific measure or matter and any amend­
ments or motions pertaining thereto; ex­
cept that a member may authorize a gen­
eral proxy only for motions to recess, ad­
journ or other procedural matters. Each 
proxy to be effective shall be signed by the 
member assigning his or her vote and shall 
contain the date and time of day that the 
proxy is signed. Proxies may not be counted 
for a quorum. 

( 17) In Rule XI, clause I, clause 2 (g) is 
amended to read as follows: 

" ( 1) · Each meeting for the transaction of 
business, including the markup of legisla­
tion, of each standing committee or sub­
committee thereof shall be open to the pub­
lic except when the committee or subcom­
mittee, in open session and with a quorum 
present, determines by rollcall vote that all 
or part of the remainder of the meeting on 
that day shall be closed to the public: Pro­
vided, however, that no person other than 
members of the committee and such con­
gressional staff and such departmental rep­
resentatives as they may authorize shall be 
present at any business or markup session 
which has been closed to the public. This 
paragraph does not apply to open commit­
tee hearings which are provided for by 
clause 4(a) (3) of Rule X or by subpara­
graph (2) of this paragraph, or to any meet­
ing that relates solely to internal budget or 
personnel matters. 

(2) Each hearing conducted by each com­
mittee or subcommittee thereof shall be 
open to the public except when the com­
mittee or subcommittee, in open session and 
with a quorum present, determines by roll­
call vote that all or part of the remainder 
of that hearing on that day shall be closed 
to the public because disclosure of testimony, 
evidence, or other matters to be considered 
would endanger the national security or 
would violate any law or rule of the House 
ot Representatives: Provided, however, that 
the committee or subcommittee may by the 
same procedure vote to close one subsequent 
day of hearing. 

(3) Each committee of the House, (except 
the Committee on Rules) shall make pub­
lic announcement of the date, place and sub­
ject matter of any committee hearing at 
least one week before the commencement of 
the hearing. If the committee determines 
that there is good cause to begin the hear­
ing sooner, it shall make the announcement 
at the earliest possible date. Any announce­
ment made under this subparagraph shall 
be promptly published in the Daily Digest. 

(4) Each committee shall, insofar as is 
practicable, require each witness who is to 
appear before it to file with the committee 
(in advance of his or her appearance) a writ­
ten statement of the proposed testimony and 
to limit the oral presentation at such ap­
pearance to a brief summary of his or her 
argument. 

(5) No point of order shall lie with respect 
to any measure reported by any committee 
on the ground that hearings on such meas­
ure were not conducted in accordance with 
the provisions of this clause; except that a 
point of order on that ground may be made 
by any member of the committee which re­
ported the measure if, in the committee, 
such point of order was (A) timely made 
and (B) improperly overruled or not properly 
considered. 

(6) The preceding provisions of this para­
graph do not apply to the committee hear­
ings which are provided for by clause 4(a) (1) 
of Rule X." 

(18) In Rule XI, the first sentence of 
clause 2(1) (6) is amended to read as follows: 

"A measure or matter reported by any 
committee (except the Committee on Rules 
in the case of a resolution making in order 
the consideration of a bill, resolution, or 
other order of business), shall not be con­
sidered in the House until the third calendar 
day (or the tenth calendar day in the case 
of a concurrent resolution on the budget), 
excluding Saturdays, Sundays, and legal 
holidays following the day on which the 
report of that committee upon that meas­
ure or matter has been available to the 
Members of the House." 

(19) In Rule XI, clause 2(m) (2) (A) is 
amended to read as follows: 

"A subpena may be issued by a committee 
or subcommittee under subparagraph (1) (B) 
in the conduct of any investigation or ac­
tivity or series of investigations or activities, 
only when authorized by a majority of the 
members of the committee, and authorized 
subpenas shall be signed by the chairman of 
the committee or by any member designated 
by the committee." 

(20) In Rule XI, clause 4(a) is amended 
to read as follows: 

"The following committee shall have leave 
to report at any time on the matters herein 
stated, namely: The Committee on Alppro­
priations--on general appropriation b1lls; the 
Committee on the Budget--on the matters 
required to be reported by such committee 
under Titles lli and IV of the Congressional 
Budget Act of 1974; the Committee on House 
Administration--on enrolled bills, contested 
elections, and all matters referred to it of 
printing for the use of the House or the two 
Houses, and on all matters of expenditure of 
the contingent fund of the House; the Com­
mittee on Rules-on rules, joint rules, and 
the order of business; and the Committee on 
Standards of Official Conduct--on resolutions 
recommending action by the House of Repre­
sentatives with respect to an individual 
Member, officer, or employee of the House of 
Representatives." 

(21) In Rule XI, clause 5 is amended by 
striking out paragraph (d) and inserting in 
lieu thereof the following: 

"(d) From the funds provided for the ap­
pointment of committee staff pursuant to 
primary and additional expense resolution­

(!) The chairman of each standing sub­
committee of a standing committee of the 
House is authorized to appoint one staff 

member who shall serve at the pleasure of 
the subcommittee chairman. 

(2) The ranking minority party member 
of each standing subcommittee on each 
standing committee of the House is au­
thorized to appoint one staff person who 
shall serve at the pleasure of the ranking 
minority party member, 

(3) The staff members appointed pursuant 
to the provisions of subparagraphs ( 1) and 
(2) shall be compensated at a rate deter­
mined by the subcommittee chairman not 
to exceed (A) 75 per centum of the max­
imum established in paragraph (c) of clause 
6 or (B) the rate paid the staff member ap­
pointed pursuant to subparagraph (1) of 
this paragraph. 

(4) For the purpose of this paragraph, (A) 
there shall be no more than six standing 
committees of each standing committee of 
the House, except for the Committee on Ap­
propriations, and (B) no member shall ap­
point more than one person pursuant to the 
above provisions. 

" ( 5) The staff positions made available to 
the subcommittee chairman and ranking 
minority party members pursuant to sub­
paragraphs (1) and (2) of this paragraph 
shall be made available from the staff posi­
tions provided under clause 6 of Rule XI un­
less such staff positions are made availaflle 
pursuant to a primary or additional expense 
resolution." 

(22) In Rule XI, clause 6(a) (5) 1s 
amended to read as follows: 

"The foregoing provisions of this para­
graph do not apply to the Committee on 
Appropriations and to the Committee on 
the Budget." 

(23) In Rule XI, clause 6(b) (4) is 
amended to read as follows: 

"The foregoing provisions of this para­
graph do not apply to the Committee on 
Appropriations and to the Committee on the 
Budget." 

(24) In Rule XI, clause 6(d) is amended to 
read as follows: 

"Subject to appropriations hereby author­
ized, the Committee o~ Appropriations and 
the Committee on the Budget may appoint 
such staff, in addition to the clerk thereof 
and assistants for the minority, as it deter­
mined by majority vote to be necessary, such 
personnel, other than minority assistants, to 
possess such qualifications as the committee 
may prescribe." 

(25) In Rule XX, clause 3 is amended to 
read as follows: 

"A report from the Committee on Appro­
priations accompanying a.ny general appro­
priation bill making an appropriation for 
any purpose shall contain a concise state­
ment describing fully the effect of any pro­
vision of the accompanying bill which di­
rectly or indirectly changes the application 
of existing law." 

(26) In Rule xxvni, add the following 
new clause: 

"6. Open Conference Meetings 
"Each conference committee meeting be­

tween the House and Senate shall be open to 
the public except when the managers of ei­
ther the House or Senate, in open session, de­
termine by a rollcall vote of a majority of 
those managers present, that all or part of 
the remainder of the meeting on the day of 
the vote shall be closed to the public: Pro­
vided that this provision shall not become 
effective until a similar rule is adopted by 
the Senate." 

(27) In Rule XLlll, paragraph 6 is 
amended to read as follows: 

"A Member of the House of Representa­
tives shall keep his campaign funds separate 
from his personal funds. Unless specifically 
provided by law, he shall convert no cam­
paign funds to personal use in excess of re­
imbursement for legitimate and verifiable 
prior campaign expenditures and he shall 
expend no funds from his campaign acc~unt 
not attributable to bona fide campaign pur­
poses." 
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{28) In Rule XLm, insert immediately 
after paragraph 8 the following new para· 
graph. 

"9. A Member, officer or employee of the 
House of Representatives shall not discharge 
or refuse to hire any individual, or other· 
wise discriminate against any individual 
with respect to compensation, terms, condi· 
tions, or privileges of employment, because 
of such individual's race, color, religion, sex, 
or national origin." 

Mr. O'NEILL (during the reading). 
Mr. Speaker, I ask unanimous consent 
that further reading of the resolution 
containing the amendments as they are 
printed be dispensed with. 

The SPEAKER. Is there objection to 
the gentleman from Massachusetts 

Mr. BAUMAN. Mr. Speaker, reserving 
the right to object, I wonder if the gen­
tleman from Massachusetts can tell us 
whether or not, in his usual gracious 
and magnanimous manner, he might al­
low or at least give us some assurances 
that the minority will have time to dis­
cuss the numerous rule changes that are 
embodied in this pending resolution. 

Mr. O'NEILL. Mr. Speaker, if the gen­
tleman will yield, I have not had any 
requests for time, but the gentleman can 
be assured that we will give all the Mem­
bers su:fiicient time. I will yield for the 
purposes of debate only. 

Mr. BAUMAN. Mr. Speaker, further 
reserving the right to object, I will be 
glad to make a request on behalf of the 
gentleman from Tennessee <Mr. QUIL­
LEN), or I may suggest that he make 
his own request that the minority may 
have 30 minutes. Will the gentleman 
agree to that? 

Mr. O'NEILL. Mr. Speaker, I will yield 
only for the purposes of debate, but I 
will yield as much time as the other side 
may wish to have. 

Mr. BAUMAN. Mr. Speaker, further 
reserving the right to object, will the 
gentleman yield 30 minutes to the gentle­
man from Tennessee in order to protect 
the minority? 

Mr. O'NEILL. Mr. Speaker, that might 
be considered if that is the way they 
desire it to be and if it is within the rules. 

The answer is: No. I would prefer to 
yield to Members as they ask me to yield. 

Mr. BAUMAN. Then the gentleman 
will not yield time, a definite amount of 
time to the minority? 

Mr. O'NEILL. No. 
Mr. BAUMAN. Then I shall object. 
The SPEAKER. Is there objection to 

the request of the gentleman from Mas­
sachusetts? 

Mr. BAUMAN. Mr. Speaker, I object. 
The SPEAKER. Objection is heard. 
The Clerk will proceed with the read-

ing of the resolution. 

CALL OF THE HOUSE 
Mr. SYMMS. Mr. Speaker, I object 

to the proceedings on the ground that a 
quorum is not present, and I make the 
point of order that a quorum is not 
present. 

The SPEAKER. Evidently a quorum 
is not present. 

Mr. O'NEILL. Mr. Speaker, I move a 
call of the House. 

A call of the House was ordered. 
The call was taken by electronic de-

vice, and the following Members failed Mr. O'NEILL. Mr. Spe'aker, this reso-
to respond: lution, of course, is the resolution of the 

[Roll No. 3] Rules of the House of the 94th Congress. 
Archer Harkin Mollohan There are many amendments that are 
Beard, R.I. Harsha Nix technical and which conform with House 
~!~~Y ~~~~~;s ~~te::~r Resolution 988, the committee reform 
Cederberg Jeffords Pike bill of last year. Most of the changes, of 
Collins, Tex. Jenrette Pressler COUrse, are VOteS that have been taken 
~;r;:born ~::-!rum ~~~~~~~~ in the Democratic caucus. The various 
Evans, colo. McHugh Stuckey changes along the line are as follows: 
Fisher Madigan Udall No. 1 is an amendment which gives 
Gaydos Michel Young, Alaska the Speaker the authority to permit 
Goldwater Minish travel on behalf of the House. 

The SPEAKER. On this rollcall 396 No. 2 permits pairing in the Commit-
Members have recorded their presence tee of the Whole. As the Members know, 
by electronic device, a quorum. we do have pairing in the House at the 

By unanimous consent, further pro- present time. 
ceedings under the call were dispensed No. 3 increases the size of the Budget 
with. Committee by two. We have passed a res­

olution saying that the committees shall 
RULES OF THE HOUSE 

The SPEAKER. The Chair recognizes 
the gentleman from Massachusetts (Mr. 
O'NEILL). 

Mr. O'NEILL <during the reading). 
Mr. Speaker, I 8!Sk unanimous consent 
that further reading of the resolution be 
dispensed with. 

It is my understarlding that copies of 
the resolution are available and on the 
:floor. I appreciate the fact that while 
we are operating at the present time 
under the general parliamentary rules, 
because the resolution which would take 
effect is the rules for the 94th Congress, 
I had been asked earlier if I would yield 
to the gentleman for half an hour. I 
did not know at that time if yielding for 
half an hour meant that I yielded for 
all purposes. After consultation, it is 
my understanding that I may yield to 
any Member at any time, yielding for 
the purpose of debate only, and if any 
gentleman on the other side of the aisle 
wants time from me, I would be happy 
to yield and yield for purposes of de· 
bate only. 

The SPEAKER. Is there objection to 
the request of the gentleman from Mass­
achusetts? 

Mr. BAUMAN. Mr. Speaker, reserving 
the right to object, I yield to the gentle­
man from Tennessee (Mr. QuiLLEN) . 

Mr. QUILLEN. Mr. Speaker, I wonder 
if the distinguished majority leader 
would yield to me, and let me yield the 
time to Members on this side of the 
aisle? 

Mr. O'NEILL. I will yield to the gen­
tleman as much time as the gentleman 
desires up to 30 minutes. It is my under­
standing that it is his understanding that 
it is for the purposes of debate only. 

Mr. QUILLEN. For the purposes of 
debate only. 

Mr. O'NEILL. Technically, the gentle­
man would have to be on his feet, but 
I would not call a thing like that on him. 

Mr. QUILLEN. I appreciate that. 
Mr. BAUMAN. Mr. Speaker, I want to 

thank the distinguished gentleman from 
Massachusetts for his courtesy. I with­
draw my reservation of objection. 

The SPEAKER. Is there objection to 
the request of the gentleman from Mas­
sachusetts? 

There was no objection. 
The SPEAKER. The gentleman from 

Massachusetts <Mr. O'NEILL) is recog­
nized for 1 hour. 

be 2-to-1 plus 1. This is above the party 
ratio in the House. 

Amendment 4 changes back the name 
of the Committee on Commerce and 
Health, which we called the committee 
in the Hansen report, to the Committee 
on Interstate and Foreign Commerce, 
and redesignates the subclauses accord­
ingly. 

Amendment No. 5 places jurisdiction 
over campaign contributions back in the 
Committee on House Administration and 
give the Committee on House Adminis­
tration jurisdiction with the Committee 
on Post Office and Civil Service over the 
Members' compensation and retirement 
and also over compensation of the offi­
cers and employees of the House. 

Amendment No. 6 transfers jurisdic­
tion from the Committee on Internal 
Security to the Committee on the Ju­
diciary, with conforming changes. It 
transfers the files and the staff from the 
Committee on Internal Security to the 
Committee on the Judiciary. 

Amendment No. 7 is a technical change 
relating to oversight responsibility of the 
Small Business Committee. 

Amendment 8 transfers campaign con­
tributions to the Committee on House 
Administration. 

Amendment 9 changes the Hansen 
provisions requiring any committee hav­
ing more than 15 members to establish 
an oversight subcommittee, to require 
such subcommittees in committees larger 
than 20 members. 

No. 10 is the Fascell amendment con­
cerning open committee hearings. 

No. 11 is a technical change to reflect a 
printing error in the Hansen resolution 
in the last Congress. That is a technical 
change. 

Amendment 12, the Hansen resolution 
required each committee having more 
than 15 members to have at least four 
subcommittees. It changes this require­
ment to committees larger than 20 
members. 

Amendment 13 is a technical change 
relating to a printing error in House 
Resolution 988, the Hansen report, in 
the last Congress. 

Amendment 14 relates to the adoption 
of committee rules in open session, but 
permits a committee to close its meeting 
for that day by rollcall vote only. 

No. 15 relates to proxy voting. 
No. 16 permits proxies in committees 

under controlled conditions. 
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The 17th amendment is the Fascell 
amendment on open committee hearings, 
plus technical changes to reinsert mate­
rial omitted from the Hansen resolution 
of the last Congress. Paragraphs 3 to 6 
were inadvertently omitted last year in 
the printing. 

Amendment 18 is a technical correc­
tion to correct a printing error in House 
Resolution 988 of the last Congress. 

Amendment 19 is the same thing, and 
reinserts a clause that was inadvertently 
left out of House Resolution 988. 

No. 20 is a technical correction to re­
insert a phrase omitted in the Hansen 
bill. 

No. 21 is a change in rule XI on staff­
ing, the Brooks amendment in the cau­
cus. It is my understanding that Mr. 
BROOKS and Mr. THOMPSON have dis­
cussed with the Members on the opposite 
side of the aisle this amendment change. 

Numbers 22, 23 and 24 are all technical 
corrections to the Hansen resolution. 

No. 25 is a technical correction relat­
ing to changes in existing law in general 
appropriation bills. It perfects the Din­
gell amendment adopted on the floor dur­
ing consideration of H. Res. 988. 

No. 26 is the Fascell amendment relat­
ing to open conference meetings. 

No. 27 makes a minor change in the 
rule relating to the code of official con­
duct relating to the use of campaign 
funds. 

No. 28 adds a nondiscrimination clause 
to the code of conduct rule. 

. This is a brief resume of the resolu­
tions. They are in the hands of the lead­
ership on the other side. 

Mr. Speaker, for the purpose of debate 
only I yield as much time as he desires to 
the gentleman from Tennessee <Mr. 
QUILLEN). 

Mr. QUILLEN. Mr. Speaker, I thank 
the distinguished majority leader for 
yielding. 

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

The distinguished Speaker, a moment 
ago, when he spoke after being sworn in 
as Speaker of the 94th Congress, indi­
cated we must legislate with all the pow­
er of this House. I would like to add that 
we must legislate, but not hastily, not to 
the point we overlook what we are about 
to do today in changing the rules of the 
House. 

The Congress passed last October a 
massive reorganization act. In that meas­
ure, which was passed by the House over­
whelmingly, the Committee on Internal 
Security of the House was to be retained 
as a standing committee of the House. 
Under the rules which have been pro­
posed and ably explained by the distin­
guished majority leader, the Committee 
on Internal Security would go to the 
Committee on the Judiciary, and that 
is against the vote of tl1e overwhelming 
majority of the House that it be retained, 
and it should be retained. In transferring 
internal security to the Committee on 
the Judiciary today this body does not 
have an opportunity for a separate vote 
yea or nay. Again this resolution is a 
closed rule. We will only have an oppor­
tunity to vote down the previous ques-

tion, and then an opportunity to retain 
this great committee that has served ad­
mirably over the years as a standing 
committee of the House. 

Second, the. House in its reorganiza­
tion vote did away with proxy voting. 
I think that we should do away with 
proxy voting. When the chairman of a 
committee can carry the proxies in his 
pocket and go to the meetings and vote 
all the proxies, this is not good govern­
ment. I think the membership of that 
committee should be there in person and 
vote on this matter in person. But under 
the rule that has been proposed here 
today, a form of proxy voting would be 
allowed, in the committees of this Con­
gress, when under the reorganization 
passed in October it was abolished. 

I think we must legislate in the House, 
not with haste, but with deliberation, 
giving the matter every consideration. 

There are other changes in the rules 
that I certainly support. 

However, I do not think that we should 
act in haste. The minority party has had 
no input in the proposed rules. 

Under the rules of the House, I think 
that this House today should adopt the 
rules of the last Congress, provide that 
they must go to the Committee on Rules 
for a period of 30 days, let the minority 
party have an input in the matter, allow 
the Committee on Rules to makes its 
deliberations, and then bring to the floor 
of the House a measure which we can all 
support, Republicans and Democrats 
alike . 

So, Mr. Speaker, I think today that it 
would be well, when we get through with 
our debate, that we vote down the 
previous question so that we will have an 
opportunity to give more careful con­
sideration to the proposed changes. 

I think we ought to have careful con­
sideration of proxy voting and the status 
of the Internal Security Committee. I 
think we should adopt the rules of the 
House from the previous Congress and 
let the Committee on Rules do its job 
and bring forth a measure for all Ameri­
cans and for the people of this country, 
which the distinguished Speaker spoke 
about a moment ago. 

Mr. Speaker, I yield 5 minutes to the 
distinguished minority leader, the gen­
tleman from Arizona <Mr. RHODES). 

Mr. RHODES. Mr. Speaker, I recognize 
the fact · that it is one of the functions 
of the majority to promulgate the rules 
of the legislative body, and there is no 
doubt but what that authority exists. 
This is exactly where it should be. The 
majority has the responsibility o!' putting 
fort!). the legislative program, and as I 
have often said to my good friends on 
the majority side, the minority side acts 
as the faithful and trustworthy anvil 
upon which they may pound out their 
legislative program. 

However, it would be, I think, very 
nice and it would facilitate the work of 
the House tremendously if, when there 
B.re to be significant changes in the rules. 
the minority could be notified prior to 
the time when we come to the floor of 
the House. 

I recognize also· the fact that we have 
not been back here too long, but never-

theless some of these rules, which are 
rather sweeping in nature and in their 
changes, certainly have been thought 
about. They were certainly not far from 
inception in the fertile brains of some of 
the Members of the majority, and it 
seems to me that perhaps the Members 
of the minority could and should have 
been apprised of their existence and of 
exactly what they .vould accomplish. 

Also I cannot help but feel very strong­
ly about the fact that the provision on 
proxy voting which we think is so im­
portant was sticken from the rules by 
action of the Democratic Caucus. 

Mr. Speaker, I have been on commit­
tees in which proxy voting was allowed, 
and I have been on committees in which 
proxy voting was not allowed, and, be­
lieve me, the members of the committee 
upon which proxy voting was not allowed 
paid much more attention to what was 
going on and the attendance was much 
better in the committee sessions than it 
was in the committee sessions where the 
opposite was the case. I am not in favor 
of proxy voting except in very unusual 
circumstances. 

It seems to me that it would have been 
well for the majority, if it indeed desired 
to make some change in the provision of 
proxy voting, changes in the Hansen pro­
posal, to have adopted the old rules of the 
House, with a delegation of authority or 
of duty to the Committee on Rules to look 
over that particular part and to report 
back at some time in the future as to 
whether or not changes were to be 
desired. 

I also happen to believe in open con­
ferences between the House and the 
Senate, and I think many of us who have 
served on conference committees between 
the House and the Senate will know what 
I mean when I say that many times in 
those c~ferences I was in hopes that 
somebody other than a Member of either 
body could have been present to see how 
irresponsibly some of the Members act 
and the irresponsible positions which 
are taken on matters which are of some 
vital importance. I do not believe that 
those positions would be taken if indeed 
the conferences were open and the press 
could be there to report actions which 
are not in accordance with the best 
traditions and the best interests of the 
country. 

Also I will vote in favor of this position, 
that is, I will actually not vote for the 
previous question because of the pro­
vision regarding the demise of the Com­
mittee on In temal Security. 

If a standing committee of the House 
is to be killed, it seems to me that it 
should occur after a hearing in the Com­
mittee on Rules and after the Members 
who feel strongly one way or another 
have been heard on the matter. After 
that, the Committee on Rules could re­
port out a provisio·n either voting the 
committee up or voting it down and let 
the Members of the House take their 
stand on that question and that ques­
tion alone. That was not done. 

It is for these reasons, Mr. Speaker, 
that I find myself in the position of 
advocating and, yes, voting against the 
previous question so that we can offer 
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an amendment to accomplish these 
things which I have mentioned and to 
give the Committee on Rules a ~hance 
to bring forth a set of rules and regula­
tions after due arbitration, after they 
have been able to take testimony, and 
after they have been able to think the 
matter completely through. 

Mr. QUll.JLEN. Mr. Speaker, I yield 5 
minutes to the distinguished ger ... tleman 
from Illinois (Mr. ANDERSON). 

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

Mr. ANDERSON of Illinois. I yield to 
the gentleman from Pennsylvania (Mr. 
SCHULZE). 

Mr. SCHULZE. Mr. Speaker, I thank 
the gentleman from Tilinois for yielding. 

On this first opportunity to address my 
colleagues as a Member of Congress, I re­
gret that I am compelled to object to the 
procedure under which the rules of this 
great body have come before us for con­
sideration. Copies of this resolution, es­
tablishing the procedures under which 
this people's body will be bound to oper­
ate during the next 2 years, have just 
been made available for examination. 
The changes to be enacted today are the 
result of a secret caucus held by the ma­
jority party and which none of us on 
the minority side have had an opportu­
nity to scrutinize. I believe that our re­
spective constituencies are tired of se­
crecy and subterfuge and that it is only 
proper that all Members have the oppor­
tunity to review the proposed resolution, 
to hold a free and open debate on its 
provisions, and to offer pertinent amend­
ments to it. 

We are operating under a closed sit­
uation today which prevents adequate 
debate and thwarts the democratic proc­
ess. It is this very situation which I had 
hoped to avoid in the future by intro­
ducing an amendment to the Rules of 
the House of Representatives. My 
amendment would allow for open debate 
on, and amendment to, all legislation to 
come before the House except for those 
bills dealing with revenue. The text of 
my amendment reads as follows: 

Clause 23 of the Rule XI of the Rules of 
the House of Representatives is amended 
by adding at the end thereof the follow­
ing: "The Committee on Rules shall not 
report any resolution which provides for an 
order of business for consideration by the 
House of any public bill or resolution but 
which prohibits or otherwise limits the 
offering of any amendments thereto, ex­
cept that, With respect to a resolution pro­
viding for an order of business for con­
sideration by the House of any public blll or 
resolution raising, reducing, or otherwise 
affecting or pertaining to the revenues, the 
committee may authorize the offering of 
such number of amendments to such areas 
of subject matter of such public bill or reso­
lution as the committee shall specify in the 
resolution whiph it reports." 

There are several reasons which have 
been cited in the past to justify the use 
of the closed rule. The first of these is 
that careful committee consideration, 
scrutiny, and revision has been given to 
the bill which generally has been re­
ported with the concurrence of most of 
the members of a committee. Needless to 

say, the House of Representatives does 
legislate substantially through its com­
mittees. It is impossible for ea~h Member 
to become an "instant expert" in every 
subject, and our committee structure 
allows for the development by each Mem­
ber of an expertise in those areas under 
the jurisdiction of his committee. This 
does not preclude, however, a Member 
having substantial background and 
knowledge of subjects outside the pur­
view of his committee. To prohibit a 
Member from offering an amendment 
and bringing up for debate any pertinent 
matter, simply because he is not a mem­
ber of the appropriate committee, is to 
muzzle the majority of those serving in 
the House of Representatives on both 
sides of the aisle on any bill subjected 
to the closed rule. To those who argue 
that the closed rule prevents the intro­
duction of "frivolous" amendments, I 
would simply respond that I have a great 
deal of confidence in the judgment of 
my colleagues. I do not believe that my 
colleagues here today would take their 
responsibilities so lightly. In addition, 
any amendment may be put to the test 
by calling for the "yeas" and "nays." 

The second justification commonly 
given for use of the closed rule is that 
possibility of a national emergency re­
quires a procedure under which bills can 
be expedited. We saw the enactment of 
several such "emergency" law.s during 
the depression, a time of economic crisis 
in the days of the New Deal, and I believe 
that we are still suffering the effects of 
these hastily enacted proposals. Would 
it not be far better to apply ourselves at 
such a critical time to a free and full 
scrutiny and discussion of every aspect 
of a given bill? Only by subjecting 
legislation to the test of open and 
thorough debate are 'Ve assured of 
enacting sound law. Certainly, emer­
gency situations call for prompt and 
decisive action, but this does not pre­
empt thoughtful and painstaking con­
sideration. 

An9ther reason frequently given for 
use of the closed rule is that revenue 
bills, because of their integrated and 
technical nature, cannot be written on 
the House floor. In the words of the late 
Everett Dirksen: 

Members of the House, we have brought 
you an integrated bill. If you are going to 
kick it around, it will be Uke taking the 
mainspring out of a watch. It wm not work. 

In his book, "The House Rules Com­
mittee," 0963), James A. Robinson r~­
ported that closed rules "are preserved 
for revenue measures and occasional 
other complex bills." You will note upon 
examination that my a.mendment, the 
one I had planned to introduce today, 
does exempt resolutions "raising, reduc­
ing. or otherwise affecting or pertaining 
to the revenues." 

It is also noteworthy, in discussing this 
procedure as it applies to our situation 
today, that no use of the closed rule has 
been found for consideration of mE~.tters 
pertaining · to congressional reorganiza­
tion. During the last Congress, exhaus­
tive debate and amendment was per­
mitted in connection with the committee 

reform amendments. At a time when a 
national constituency for congressional 
reform is materializing, when congres­
sional reform is the subject of so much 
discussion, it is ironic that the member­
ship of this representative body allows 
for this high-handed and arrogant pro­
cedure in the adoption of its rules. Now 
is the time for open and public debate 
to be made a part of the RECORD. 

It is also interesting that although the 
majority party adopted reforms at the 
outset of the 93d Congress in relation to 
the closed rule as contained in the Pre­
amble and Rules of the Democratic 
Caucus, that in May of last year, when 
the Democratic Caucus voted to permit 
a modified closed rule on a major bill 
coming out of Ways and Means, a schism 
developed in the majority ranks. The 
first time this reform was put to the test, 
a number of the Democratic Caucus an­
nounced that they would not comply. 
Would it not be better to bring this sub­
ject of the closed rule up for discussion 
by all Members of the House of Repre­
sentatives, regardless of party affiliation, 
and out from behind closed doors for 
free and public debate? 

I suggest that there is time for con­
sideration and reform of the Rules of the 
House of Representatives in a proper and 
democratic manner. To subject ourselves 
to this ridiculous time limit and .. gag" 
rule on the crucial question as to how we 
are going to conduct the business of this 
House as the people's repres:entatives 
over the next 2 years is shortsighted and 
irresponsible. 

Mr. ANDERSON of Illinois. Mr. 
Speaker, I urge defeat of the previous 
question on this Democratic Caucus rules 
resolution so that we might offer instead 
a resolution readopting the rules of the 
previous Congress and instructing the 
Rules Committee to report back addi­
tional rules recommendations within 30 
days under an open rule. I think it is 
high time we expose this absurd biennial 
rules exercise for the constitutional and 
legislative travesty it represents. This is 
a one-party, 1-hour, no-amendment res­
olution and furthermore, it is a double­
backtrack on reforms adopted in this 
body just last October. I am referring, of 
course, to the proxy vote ban and provid­
ing the minority with one-third of in­
vestigative staff funds. 

Mr. Speaker, until this House adopts 
its new rules, we are operating under 
what is called, "general parliamentary 
law." And, as the annotated Constitution 
in the front of our rules manua-l points 
out-

The general parliamentary law as under­
stood in the House is founded on Jefferson's 
Manual. 

Jefferson prefacefi his manual with a 
statement on the importance of parlia­
mentary rules, and I quote: 

As it is always in the power of the ma­
jority, by their numbers to stop any improper 
measures proposed on the part of their op­
ponents, the only weapons by which the 
minority can defend themselves against 
similar attempts from those in power are 
the forms and rules of proceeding . . . by a 
strict adherence to which the weaker party 
can only be protected from those irregular!-
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ties and abuses which these forms were in­
tended to check, and which the wantonness 
of power is but too often apt to suggest to 
large and successful majorities. 

Mr. Speaker, I would submit that if 
we are now operating under general par­
liamentary law, the basis of which is 
Jefferson's Manual, from which I have 
just quoted, then we are indeed violating 
its first law by permitting only the ma­
jority to dictate those rules which are 
ostensibly designed to protect the 
minority. 

One would logically think that if our 
rules are designed to protect the minority 
against the arbitrary and capricious 
exercise of power by the majority, the 
minority should have some say in the 
formulation of those rules. And yet we 
have had none and we can have none 
under this procedure. 

It is not simply that we object to cer­
tain provisions contained in this resolu­
tion-provisions which strip away re­
forms adopted in the last Congress-but 
that the minority has certain of its own 
reform proposals which it would like to 
offer. These were drafted by our Task 
Force on Reform under the able chair­
manship to the gentleman from Minne­
sota (Mr. FRENZEL). These include fur­
ther opening committee meetings, com­
pletely banning closed House-Senate 
conferences and broadcasting House 
fioor sessions. I am sure other Members, 
on both sides of the aisle, would like to 
make some input into the rules of pro­
cedure under which we will operate for 
the next 2 years. And yet, under this pro­
cedure and this resolution, they will have 
no such opportunity. 

I would remind my colleagues that this 
procedure not only violates the spirit of 
general parliamentary law, but of the 
Constitution as well. Article I, section 5, 
reads, "Each House may determine the 
rules of its proceedings." Each House 
means just that-the full House-and 
not just the majority of the majority 
party caucus. Under this 1-hour, closed 
resolution, the full House is effectively 
being denied its right to fully and freely 
determine its own rules. 

In conclusion, Mr. Speaker, I make my 
appeal for defeat of the previous ques­
tion, not on a partisan basis, but on an 
institutional basis. For surely the in­
tegrity of the proceedings of the full 
House is being interfer~d with by this 
most undemocratic procedure. 

We hear much about how the "winds 
of change" are sweeping the House; of 
how this is a reform-minded Congress. 
And yet, I would suggest we have no 
right to lay claim to the reform mantle 
if we adopt this resolution which abol­
ishes two reforms and prevents a ma­
jority from working its will, freely and 
openly. If the aim of reform is to democ­
ratize and open the House, maximize 
opportunities for a majority of Members 
while protecting the rights of the mi­
nority, then this resolution is a self­
C!efeating and anti-reform in its ap­
proach. If, on the other hand, the previ­
ous question is defeated, as I hope it will 
be, I intend to offer a resolution to re­
adopt the rules of the last ·Congress and 
instruct the Rules Committee to come 

back in 30 days with additional recom­
mendations, with adequate opportunity 
for debate and for amendment. Vote 
down the previous question and vote up 
a more democratic and comprehensive 
reform resolution. 

Mr. QUILLEN. Mr, Speaker, I yield 4 
minutes to the distinguished gentleman 
from Minnesota <Mr. FRENZEL). 

Mr. FRENZEL. Mr. Speaker, there are 
many reasons why I urge a vote against 
the previous question and against these 
rules. But most simply stated the rea­
sons boil down to one: The rules do not 
achieve needed reforms and in fact can­
cels important reforms noted by this 
House last year. 

As chairman of the Republican House 
Task Force on Reform and Rule Changes, 
I have had the opportunity to review the 
procedures and Rules of the House. My 
task force made many recommenda­
tions for improvement, and, because we 
supected the retrenchment proposed to­
day, we made a few specific proposals to 
hold the reforms of last year. 

The rules presented today are a good 
example of the difference between the 
promises of the majority Members and 
their delivery on those promises. 

Reforms have been promised. The ma­
jority has characterized itself as a re­
form group. But what it has produced is 
counterreform. There are some good 
ideas, some meritorious proposals and 
even some real improvements in these 
rules, but there are failures of omission 
in important reform areas, and a back­
slide on proxy voting and minority staff­
ing. 

Reform is desired by all parties. It is 
acl:lievable only if all Members actually 
have a chance to participate. Rulemaking 
by an elite group is not, and cannot be, 
reform. Even worse, these rules come 
before us in a manner inconsistent with 
a fair, open, and democratic process. 
They were devised in the darkness of a 
secret Democrat caucus, agreed to under 
the odious "unit rule" that most Demo­
crats repudiated in 1968, and are pre­
sented under a rule of restricted debate 
without opportunity for amendment. If 
that is what the winds of reform in the 
new two-thirds Democratic Congress are 
blowing up, the country and the House is 
in for some serious tornado damage. 

The reinstatement of proxy voting is 
the worst feature of the new rules. The 
House voted out proxies in 1974 by a 
strong majority. The transfer of a Repre­
sentative's precious right to vote to an­
other person is abhorrent to the princi­
ples of representative government. 

The proxy right was described today as 
"limited." Actually, the rules allow a 
proxy by any member "unable to attend" 
the committee meeting. T'nat is pretty 
uncontrolled as far as I am concerned. 

Proxies reinforce the pott .. ltial for 
abuse inherent in a system already over­
dependent on the absolute powers of 
committee chairmen, and allow a few 
highly placed Members to control legisla­
tion, without the complete and thorough 
committee work needed to produce good 
legislation. They allow, in fact sustain, 
the double track system of committee 
assignment. They encourage absence and 
are subject to abuse, or, just as bad, aile-

gations of abuse. I have to oppose any 
rules which allow the use of proxy voting. 
Proxies may be a convenience of the 
majority party, but so is the seniority 
system or absolute powers of chairmen 
or gag rules, and all are conveniences 
that ought to pass from our scene. 

Minority staffing is greatly improved 
in these rules. We may well be allowed 
more staff that we really need on some 
committees. We are pleased with the 
consideration and happy to accept some 
crumbs from the Democrat table. Never­
theless, these rules back down from the 
policy adopted by the Congress in the Re­
organization Act of 1970, and again by 
this House in 1974 in House Resolution 
988; that is, that the minority should 
have one-third of congressional staff. 

Last year there were, excepting the 
House Administration Committee, about 
1,000 con~ressional staff employees of 
which about 130, or 13 percent, were mi­
nority employees. Under these rules, the 
minority share would rise in 19 commit­
tees, to about 204. At the same time ma­
jority employees will increase also, and 
we will still be left with about 20 percent 
of congressional staff, or less. 

So, while proxies and staffing repre­
sent two giant steps in reverse from re­
form, it is also disappointing to see that 
the proposed rules miss many other re­
form possibilities like truly open confer­
ence committees, control of suspension 
bills, better scheduling, electronic press 
coverage of House sessions, and others. 
The proposed rules would allow the Sen­
ate conferees to close any conference 
committee. 

It is true that the rules contain 
improvements, but these fall far short of 
expectations. But perhaps most impor­
tant is that fact that the self-anointed 
reformers had to bring these rules to us 
under the no-all'endment, limited-de­
bate process, and with a binding unit­
rule direction of their caucus. 

On this side of the aisle, we believe 
that rules should be considered carefully 
in the sunlight of one of our standing 
committees, and presented on the fioor 
under open rule, with opportunity to 
amend and time to debate. We believe the 
democratic processes demand no less. 

Those who vote against the previous 
question and the rules may do so for a 
variety of reasons, but most will do so 
because they object to the antireform 
nature of the rules themselves and to the 
way in which they are presented. A vote 
for the rules is a vote for proxy voting, 
for secret, binding caucus votes, against 
fair minority staffing, and against other 
reforms in our rules. This will not be the 
only vote on these matters, but it should 
be carefully described here so the dif­
ference between promise and delivery, 
between that that is said and what is 
done, will be clearly understood. 

I urge a vote against the previous ques­
tion, so all_:rv.1.embers, not just the elite, 
may participate in the consideration of, 
and vote on, all the rules changes needed 
to make real improvement in House pro­
cedures. To record the chance for reform 
that has been wasted, I also urge a vote 
against the rules. 

Mr. WIGGINS. Mr. Speaker, will the 
gentleman yield? 
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Mr. FRENZEL. I yield to the gentle­
man from California. 

Mr. WIGGINS. Mr. Speaker, if I may 
have the attention of either the gentle­
man from Florida or the gentleman from 
Massachusetts <Mr. O'NEILL), the ma­
jority leader, I would state that on page 
3 of the drafted resolution that rule X 
is scheduled for amendment, and it pro­
vides in general that hearings will be 
open except when they are closed by a 
majority vote. And then it provides that 
a copy of the transcript of all such hear­
ings will be made available to all 
Members. 

I would ask if my understanding is 
correct that there is no intention to re­
quire the furnishing of copies of tran­
scripts of matters involving national se­
curity to be delivered to the Members, 
and that they would not be so delivered? 

Mr. O'NEILL. Mr. Speaker, since the 
gentleman from California has directed 
the question to me, let me say that if 
necessary I will yield additional time to 
the gentleman from Minnesota, but let 
met say that the gentleman from Florida 
(Mr. FASCELL), the author of the amend­
ment, is here, and I am sure that that 
gentleman will be the proper one to an­
swer the question. 

Mr. FASCELL. Mr. Speaker, if the 
gentleman would yield, I would say that 
the gentleman from California is abso­
lutely correct. The proviso in this sec­
tion is a provision which applies only 
to the first sentence. The last sentence 
relates to the entire paragraph. I will 
restate the proposition. It is the same as 
the gentleman from California has 
stated. It was not the idea or the pur­
pose of this rule to make transcripts 
available of a national security matter 
conducted in a closed hearing. The only 
purpose of the change is to make a 
transcript available of all open hearings. 

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

The SPEAKER. The time of the gentle­
man has expired. 

Mr. QUILLEN. Mr. Speaker, I yield 4 
minutes to the distinguished gentleman 
from Florida <Mr. FREY). 

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

Mr. FREY. I yield to the gentleman 
from Maryland. 

Mr. BAUMAN. I thank the gentleman 
for yielding. 

I should like to direct a question to the 
majority leader or to whomever on the 
other side might respond. On page 2 of 
the printed copy of the amendments 
designated change (5), it appears to me 
that an attempt is being made to grease 
the skids for a congressional pay raise. 
This proposed language gives the Com­
mittee on House Administration concur­
rent jurisdiction with the Committee on 
Post Office and Civil Service on congres­
sional compensation, retirement, and 
other benefits of the Membets. Previous­
ly, Post Office and Civil Service had ex­
clusive power in this area and this gives 
such jurisdiction to two different com­
mittees. I should like to know why two 
different committees need the same juris­
diction over these goodies and what this 

is eventually possibly going to cost the 
taxpayers? 

Mr. O'NEILL. Mr. Speaker, will the 
gentleman yield? 

Mr. FREY. I yield to the gentleman 
from Massachusetts. 

Mr. O'NEILL. I thank the gentleman 
for yielding. 

May I say that this amendment was 
offered by the gentleman from Texas 
(Mr. ECKHARDT). I know he will be de­
lighted to respond. 

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

Mr. FREY. I yield to the gentleman 
from Maryland. 

Mr. BAUMAN. The gentleman from 
California (Mr. PHILLIP BURTON) seems 
prepared to answer. 

Mr. PHILLIP BURTON. Mr. Speaker, 
will the gentleman yield? 

Mr. FREY. I yield to the gentleman 
from California. 

Mr. PHILLIP BURTON. I think it was 
felt desirable to have more than one 
avenue for the consideration of this type 
of legislation. We also felt that because 
the Committee on House Administration 
does work on the salaries of the Members 
and staff, they could better coordinate 
all of these matters by also having juris­
diction along with the Committee on 
Post Office and Civil Service. 

Mr. BAUMAN. Mr. Speaker, if the 
gentleman will yield further, I think all 
of us can draw our own conclusions, and 
I fear the taxpayers are going to suffer 
as a result. 

Mr. FREY. Mr. Speaker, I think the 
theme of this Congress is probably going 
to be protestant performance promised 
by the majority and lacking perform­
ance. I think we have seen a good start 
of it already. 

We are debating a rule which was born 
in silence and born with a gag. Those of 
us on our side who have worked on 
reform for a period of time have spent 
some time on proposals which we think 
were worthwhile, but we find we are not 
able to present them because of the way 
that this rule was presented. 

These queer proposals not only do two 
things which we think are not being done 
correctly, but also we think we should 
discuss broadcasting of floor sessions, 
which I think all of us are interested in 
and which I think should be discussed, 
but again we find we are unable to take 
this up. 

I think the Speaker said quick proper 
action is necessary during this session of 
Congress, and we agree with him. We 
also think the word "fairness" should 
be added. I do not think this rule will 
give us that. It is sad if we are to start 
this Congress by adopting rules which 
are unfair and which are going to limit 
the things which are good for this 
country. 

I think there are those of us on the 
other side who feel that there are things 
which should be discussed which will 
help us adopt rules which will allow 
us to look at these matters and permit 
fairness for both sides and not just -one 
party. 

Mr. QUILLEN. Mr. Speaker, I yield to 

the gentleman from New York <Mr. 
FisH) such time as he may consume. 

Mr. FISH. Mr. Speaker, I am sorry to 
see that the very first action of the new 
Congress has been a demonstration of 
the willful action of "king caucus." To 
flex their muscle, our colleagues across 
the aisle have forced the repeal of many 
provisions of the Committee Reform 
Amendments of 1974 just passed at the 
end of the 93d Congress. 

Particularly disturbing to me are the 
amendments regarding minority staffing 
and proxy voting. The majority has 
taken away with one hand what it gave 
with the other. 

The . Reform Amendments of 1974 
guaranteed that the minority would be 
able to increase their committee staff 
up to one-third of the total committee 
staff. This provision represented a great 
step forward for responsible legislation 
that would guarantee the representation 
of all points of view. 

In today's action the caucus retained 
the minority staffing provisions for pro­
fessional staff but rescinded the guaran­
tee with respect to investigatory staff. 
This is the second time that the Demo­
cratic majority has hypocritically re­
versed the reform promises it made prior 
to an election. 

In the 1970 Legislative Reorganization 
Act, the minority was guaranteed one­
third of the investigatory funds of each 
committee. And in 1971, as today, the 
first action of the Democrats was to 
rescind their preelection vote. 

This should not be a partisan issue in 
terms of Republicans versus Democrats. 
Minority representation is an issue at the 
root of our democratic process. All points 
of view should be represented in the leg-
islative decisionmaking process. · 

Mr. Speaker, the inherent evil in 
proxies has been debated frequently in 
the Chamber. They operate against ac­
countability, attendance and participa­
tion. A proxy cannot compromise or con­
tribute to a committee's deliberation. 
Each of these evils is magnified when 
one party has overwhelming control of 
this body. We acted wisely last fall in 
outlawing proxies. The action now of the 
Democratic Caucus is a step backward. 

I hope that the chairmen of our com­
mittees will have a better disposition to­
ward the necessity of balanced repre­
sentation and voluntarily abandoning 
the use of proxies than their caucus does. 
The chairmen can individually restore 
what the caucus has so imperiously with­
drawn. 

Mr. QUILLEN. Mr. Speaker, I yield 1 
minute to the distinguished gentleman 
from Pennsylvania <Mr. BIESTER). 

Mr. BIESTER. Mr. Speaker, these 
rules in several areas represent not re­
form but retreat from reform, for exam­
ple particularly in the area of proxy 
voting, but if the rules represent some 
retreat from reform, the process by 
which they will be adopted is an insult 
to the whole purpose of reform. On this 
floor, in this open forum before the 
American people, no amendments will 
be allowed, but in a secret forum in 
which they were passed, the Democratic 
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Caucus, presumably amendments were 
permitted. In other words, the real leg­
islative process took place in secret, be­
hind closed doors. Forcing the product 
of that process upon the minority and 
all the Members in this House represents 
the secret abuse of apparently unbridled 
power. 

If we are proud of this House and its 
open process, we should trust it and show 
that trust by defeating the previous ques­
tion and permitting the House to pass 
these rules. These rules will govern all 
Members of this House and all the Mem­
bers should have a full right in helping 
to pass them. 

Mr. QUILLEN. Mr. Speaker, I yield one 
minute to the distinguished gentleman 
from Virginia <Mr. BuTLER). 

Mr. BUTLER. Mr. Speaker, I was im­
pressed by the remarks of the Speaker 
concerning the surprising latent talents 
of our membership. I assure the Speaker 
every Member's constituency was well 
aware of his talent and his judgment 
when he was elected. It is his personal 
judgment and his talent that each Mem­
ber is elected for and expected to bring 
to bear upon each question which comes 
before him, whether in committee or on 
the floor. 

The judgment of the individual can­
not be assigned or delegated. That is why 
in my judgment proxy voting is totally 
foreign to the theory of representative 
government and I will vote against the 
previous question so that the House may 
express itself on this question. 

Mr. QUILLEN. Mr. Speaker, I yield 1 
minute to the distinguished gentleman 
from Ohio (Mr. ASHBROOK). 

Mr. ASHBROOK. Mr. Speaker, I think 
it is appropriate in this brief time that 
we consider exactly what we are doing 
and exactly how we are doing it. The 
overwhelming majority of this body in 
the past has voted to continue the work 
of the Internal Security Committee. Now 
a secret majority somewhere has or­
dained that we will abolish the Internal 
Security Committee but without a direct 
vote. The very people who supposedly 
were swept into office on a promise to 
be open and candid are now going to 
be in a position to accomplish some­
thing indirectly without voting on it. 

However, I think the American people 
will clearly understand that a vote for 
the previous question is a vote to kill the 
Internal Security Committee regardless 
of how you try to paint it at home. A 
vote against the previous question is a 
vote to allow the membership at least 
to vote up or down on that important is­
sue and I urge the Members to vote "no" 
on the previous question. 

As the Members know, there is -noop­
portunity for amendment or debate on 
this issue unless the previous question is 
voted down. I urge such a vote. 

Mr. QUILLEN. Mr. Speaker, I yield 2 
minutes to the gentleman from Illinois 
(Mr. DERWINSKI). Pending that, I yield 
to the distinguished gentleman from New 
Hampshire (Mr. CLEVELAND). 

Mr. CLEVELAND. Mr. Speaker, I join 
my Republican colleagues, many of whom 
have served with me on the Republican 

Task Force on Congressional Reform, in 
urging a vote against the previous ques­
tion. 

It seems shocking to me that the 
Democratic leadership who are riding 
the winds of reform would bring this ·res­
olution to the floor under these circum­
stances. I understand that copies of this 
resolution were not available until little 
more than an hour ago and the record 
should show that it contains at least 28 
separate and distinct proposals. My col­
leagues have already detailed some of the 
more important steps backward tha;t the 
resolution embodies. 

To me the most serious step backward 
is the fact that major changes in our 
previous rules are being repealed and 
other major steps being taken under a 
closed rule with no opportunity for 
amendment or real debate. 

Even worse, the resolution is the prod­
uct of a secret and not very well at­
tended Democratic Caucus. At least one 
of the reported votes revealed that less 
than half the members of the caucus 
were participating. On previous occasions 
there has been comment about the grow­
ing power of the Democratic Caucus­
Anderson Special Order, CONGRESSIONAL 
RECORD, June 19, 1974. In my opinion, 
the practice of legislating by secret cau­
cus bodes ill for the future of representa­
tive government. There is no question 
that if the caucus is permitted to domi­
nate this Congress, we may have minority 
rule. 

A majority of the House voted against 
proxies, voted to give the minority a fair 
break on staffing, and they have consist­
ently voted to sustain the House Commit­
tee on Internal Security. All this and 
other matters are now being undone by 
this technique of bringing a long, in­
volved resolution with 28 separate sec­
tions to a vote under a gag rule with no 
possibility for amendment unless the 
previous question is defeated. In view of 
remarks made earlier on the floor about 
the serious problems facing this country 
and the obvious requirements that Con­
gress work on these problems openly and 
fairly, it seems strange to me to be faced 
just a few hours later with the parlia­
mentary situation which is presented to 
us now. 

Mr. DERWINSKI. Mr. Speaker, I have 
a question to direct, if I may, to the 
distinguished gentleman from California 
(Mr. PHILLIP BURTON) . When the dis­
tinguished gentleman from Maryland 
asked a moment ago about subparagraph 
15 of paragraph 5 on page 2 dealing with 
measures relating to compensation, re­
tirement, and other benefits for Members 
and so forth, I frankly did not under­
stand the point of the gentleman's re­
sponse. Would the gentleman clarify for 
me exactly what the Committee on House 
Administration will do with compensa­
tion benefits for Members? 

Mr. PHILLIP BURTON. Of course, I 
am in no position to anticipate efforts of 
the House Administration Committee, 
any more than any of us are, with refer­
ence to any other committee. 

There is some sentiment that because 
they have been charged with the re-

sponsibility of dealing with the staffs of 
Members and have developed a thought­
ful record in that respect, it might be 
useful that they be in a position to also 
be able to coordinate along optional lines 
with the distinguished Committee on 
Post Office and Civil Service. · 

Mr. DERWINSKI. Mr . . Speaker, I am 
the ranking Member of that committee. 
I have no quarrel at all with the Commit­
tee on House Administration having 
jurisdiction over compensation for offi­
cers and employees of the House; but fi­
nancial compensation of Members of the 
House is tied to that of Members of the 
Senate, tied to that of Federal judges, 
and also tied to Ambassadors. What pos­
sible vehicle would the Committee on 
House Administration be for compensa­
tion? Should the House Administration 
Committee act it would have to be in 
some way approved by the other body. I 
just do not understand the possible func­
tion of the Committee on House Ad­
ministration in this area. I wish to record 
my opposition to this particular develop­
ment. 

Mr. PHILLIP BURTON. Mr. Speaker, 
it was in this area that the recom­
mendation of the Committee on House 
Administration was foreclosed with 
respect to changes in the circUinstances 
of the Members of the House. We do not 
consider it to be unduly burdensome that 
this optional committee jurisdiction be 
conferred upon the Committee on House 
Administration, in light of their demon­
strated experience in this general area. 

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

Mr. QUILLEN. I yield to the gentle­
man from Maryland. 

Mr. BAUMAN. Mr. Speaker, I would 
observe that in this matter of expenses 
that the committee has jurisdiction over 
could very well be used in lieu of a pay 
raise. 

Mr. Speaker, it is evident to me from 
the language contained in the proposed 
amendment to rule X, clause 1(k) that 
the proposal to create dual jurisdiction 
over compensation, retirement, and bene­
fits for Members in both the Post Office 
and Civil Service Committee and the 
House Administration Committee is a 
backdoor route to a congressional pay 
raise. I strongly object to this, particu­
larly at a time when the American 
people are being asked to make sacrifices 
as part of the battle to solve our eco­
nomic problems. 

Most of us on the minority side of the 
aisle had no opportunity to examine 
these proposed rules changes until we ar­
rived on the floor today. The "pay raise 
amendment" I have referred to is prob­
ably one of the reasons we have been 
kept in the dark. Prior to my service in 
Congress, the House abdicated its re­
sponsibility and transferred to the House 
Administration Committee the sole 
power to increase many of our office and 
staff benefits without ever having to ask 
the full House for its approval. It is per­
haps conceivable that this new amend­
ment to the rules will allow the House 
Administration Committee to authorize 
the payment of a per diem allowance for 
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House Members in a sum of, say, $100 
a day, which would produce in effect, an 
enonnous pay raise. If the committee has 
such power, as I suspect it might, this 
would allow Members to avoid all re­
sponsibility when they should be sub­
jected to a rollcall vote on such issues. 

We have heard a great deal about 
"confidence in Government" and "open­
ness'' in our proceedings from the other 
side of the aisle and now we are con­
fronted with a new spigot added to the 
congressional plumbing to further drain 
away the taxpayers' money. I hope my 
prediction is wrong, but I suspect that I 
will be able to say, "I told you so." I will 
vote against the previous question and 
the rule because of this pay raise amend­
ment if for no other reason. 

COMMITI'EE ON INTERNAL SECURITY 

Mr. Speaker, I also intend to oppose the 
previous question and these rules unless 
we adopt an amendment which will con­
tinue the existence of the House Com­
mittee on Internal Security. In their fury 
to adhere to liberal dogma, the Demo­
cratic Caucus, behind closed doors, has 
voted to end this useful legislative forum. 
It is perhaps a symptom of the myopia of 
our times that the one committee in the 
Congress that has consistently fought 
against communism and other subversive 
elements is now being rewarded by aboli­
tion. The destruction of this committee 
has long been a primary goal of the Com­
munist Party of the United States. I did 
not think I would see the day that the 
House would put its stamp of approval 
on such a proposal. 

It is doubly disturbing to me that we 
would abolish this committee without 
permitting the House to have a direct 
vote on the issue. This permits Members 
to cloak their stand on this issue in 
secrecy and avoid facing a rollcall. The 
American people should understand and 
the constituents of each of our districts 
should understand, that the way a Mem­
ber votes or.~. the previous question can 
certainly be interpreted as a stand on 
the continued existence of the Committee 
on Internal Security. 

I, therefore, seek to defeat the previous 
question and failing this to oppose the 
rules. 

Mr. QUILLEN. Mr. Speaker, I yield 1 
minute to the distinguished gentleman 
from Michigan <Mr. BROWN). 

Mr. BROWN of Michigan. Mr. Speaker, 
if the past is pro log, then certainly this 
debate is an exercise in futility. This is 
the second time that my colleagues to my 
right in public session of Congress have 
adopted reforms in open session and then 
have proceeded in closed session behind 
closed doors to repeal the reform that 
they adopted in open session. 

It re,ally is very disturbing after hav­
ing been very impressed with the Speak­
er's remarks upon his inauguration again 
as Speaker to find this action taking 
place. I do not think, if I can suggest 
to my colleagues on that side of the 
aisle, that the public, the media, are going 
to let you persist in procedures which at 
best are inconsistent and I · think: at 
worst, fraudulent. 

The SPEAKER. All time of the gentle­
man from Tennessee has expired. 

Mr. O'NEILL. Mr. Speaker, for purposes 
of debate only I yield such time as he 
may consume to the gentleman from 
Massachusetts (Mr. DRINAN). 

Mr. DRINAN. Mr. Speaker, I thank the 
distinguished majority leader for yield­
ing to me. 

Mr. Speaker, as we witness the historic 
event of the passing of the Committee of 
the House which never should have been 
formed, it is important in my judgment 
to note several of the understandings 
that emerged in the Democratic Caucus 
which on January 13, 1975, agreed to the 
phasing out of the House Internal Secur­
ity Committee. 

In that caucus, I, along with Congress­
man DoN EDWARDS of California, pro­
posed the following resolution: 
To amend the Rules of the House of Repre­

sentatives to transfer the jurisdiction of 
the Committee on Internal Security to the 
Committee on the Judiciary 
Resolved, That (a) clause 1 of Rule X of 

the Rules of the House of Representatives is 
amended-

(1) by striking out paragraph (m) and by 
redesignating paragraphs (n) through (w) 
as paragraphs (m) through (v), respectively; 
and 

(2) by striking out "and counterfeiting" in 
subparagraph (3) of paragraph (m), as re­
designated by paragraph ( 1) of this section, 
and inserting in lieu thereof "counterfeit­
ing, and sabotage and other overt acts affect­
ing internal security". 

(b) Paragraphs (k) (4) and (k) (5) of 
clause 1 of Rule X of the Rules of the House 
of Representatives are each amended by 
striking out "clause 1(q) (4)" and inserting 
in lieu thereof "paragraph (p)" 

SEc. 2. Clause 2 of Rule XIII of the Rules of 
the House of Representatives is amended by 
striking out "clause 22" and inserting in lieu 
thereof "clause 4(a) ". 

During the discussion of the Drinan­
Edwards resolution, Congressman !cHORD 
proposed the following substitute: 

Resolved, That clause 1 of Rule X of the 
Rules of the House of Representatives is 
amended 

(1) by striking out paragraph (m) and by 
redesignating paragraphs (m) through (v), 
respectively; and 

(2) by adding at the end of paragraph lm), 
as so redesignated by this section, the fol­
lowing: 

" ( 19) Communist and other subversive ac­
tivities affecting the internal security of the 
United States." · 

SEc. 2. All property and records of the Com­
mittee on Internal Security are hereby trans­
ferred to the Committee on the Judiciary 
and shall be available for use by the latter 
committee to the same extent as if such 
property and records were originally that of 
the Committee on the Judiciary. 

SEc. 3. Such staff members of the Com­
mittee on Internal Security as the Chairman 
of that Committee for the 93d Congrt-ss 
may designate in consultation with and 
with the approval of the chairman of the 
Committee on the Judiciary shall, without 
reduction in compensation, be transferred 
and appointed to the Committee on the 
Judiciary as additional members o! the staff 
of the Committee on the Judiciary for the 
period of the 94th Congress, and shall be 
paid from the contingent fund of the House. 

I raised several questions concerning 
the meaning and import of the !chord 
substitute. Among other things, I raised 
the question of the number of members 
of the staff of the House Internal Se­
curity Committee that Mr. !cHORD might 

recommend to the House Judiciary Com­
mittee to be retained during the course of 
the 94th Congress. Mr. !cHORD declined 
to specify any particular number but did 
mention that the entire staff of House 
Internal Security Committee ranged 
from 30 to 40 personnel. 

During the discussion on the !chord 
substitute an amendment authored by 
Congressman BoB EcKHARDT, of Texas, 
was accepted. That amendment made it 
unequivocally clear that the !chord sub­
stitute did not commit the chairman of 
the Judiciary Committee to accept even 
one member of the staff of the House 
Internal Security Committee for any 
period of time. The Eckhardt amendment 
stated clearly that no member of the 
staff of the House Internal Security 
Committee will be employed by the House 
Judiciary Committee unless first there is 
a clear acceptance on a voluntary basis 
of such employee by the chairman of the 
House Judiciary Committee. It is my 
judgment and I think the judgment of 
the chairman of the House Judiciary 
Committee that there is no need for any 
member of the staff of the House In­
ternal Security Committee to be trans­
ferred to the House Judiciary Commit­
tee-even for the duration of the 94th 
Congress. 

With the exception of the proposed 
transfer of personnel from the Internal 
Security Committee to the House Judi­
ciary Committee, Congressman EDWARDs 
and I acquiesced in the language and 
formulation of the substitute offered by 
Chairman !cHORD. There is, nonetheless, 
a serious question of the acceptability of 
the language of the !chord substitute. 
That language places within the jurisdic­
tion of the House Judiciary Committee 
the duty of investigating and legislating 
with respect to "Communist" activities 
which are stated to be subversive. This 
language raises, of course, a fundamental 
issue of the first amendment in that it 
places within the Rules of the House of 
Representatives the conclusion that the 
"Communist" Party in the United States 
is "subversive." Such language at best 
is duplicative and at worst it is in viola­
tion of the spirit of the first amendment. 
The language is duplicative because the 
entire House, in late 1974, had already 
accepted that part of the Hansen com­
mittee reform proposals which conferred 
on the House Judiciary Committee juris­
diction over "internal security." That 
mandate is in the rules of the House for 
the 94th Congress in section 215, No. 19. 

It is also understood in the deba;te lead­
ing to the transfer of the total jurisdic­
tion of the House Internal Security Com­
mittee to the House Judiciary Committee 
that the latter group is under no obliga­
tion whatsoever to establish a separate 
subcommittee to deal with treason, es­
pionage, and problems related to inter­
nal security. Indeed, as noted above, it is 
not certain that the transfer of the juris­
diction of the House Internal Security 
Committee as ratified by the caucus of 
the Democratic majority on January 13, 
1975, did in fact, add a single thing to 
that which is already within the juris­
diction of the Judiciary Committee. In 
view of the fact that the House Judiciary 
Committee may investigate problems re-
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lated to internal security only insofar as 
they relate to overt attacks or to crimes 
such as treason and espionage, it would 
seem that the appropriate officials within 
the House Judiciary Committee could as­
sign any new jurisdiction obtained by the 
House Judiciary Committee as a result 
of the Hansen proposal and the transfer 
of the work of the Internal Security 
Committee to one or more of the existing 
subcommittees of the House Judiciary 
Committee which have crime within 
their mandate. 

Section 2 of the !chord substitute 
transfers without any reservation all of 
the documents a,nd files of the House In­
ternal Security Committee to be the 
property forever of the House Judiciary 
Committee. All of these documents re­
main, of course, as documents of the 
House of Representatives and under the 
rules of the House are available for the 
inspection of any Member. 

In due course, it is my judgment that 
it should be proposed that all of these 
documents be transferred to the archives 
where they will be unavailable to the 
general public for some 50 years. These 
documents, being the property of the 
House of Representatives, are not within 
the mandate of the Freedom of Infor-

. mation Act. Nonetheless, they are always 
available to Members of the House. 
Members may in the future, as they have 
been able to do in the past, obtain for 
any constituent or any other person, any 
file maintained by the House Internal 
Security Committee on this particular 
individual or any group in which he has 
an interest. 

Theoretically these files could assist 
the House Judiciary Committee in its 
new task of conducting investigations 
which might be necessary to acquire 
knowledge that would be helpful in the 
framing of new laws related to espionage 
or new procedures that would be needed 
in order to make the enforcement of 
these laws more efficient. It is my judg­
ment, however, that the material in these 
files merely duplicates public records and 
is, moreover, a melange of hearsay, ir­
relevant events, and misinterpretation of 
activities in such a way as to imply guilt 
by association to individuals or to or­
ganizations. 

Mr. Speaker, no account of the demise 
of the House Internal Security, former­
ly known as the House Un-American 
Activities Committee, would be complete 
without a notation of the extraordinary 
work done by the National Committee 
Against Repressive Legislation-NCARL. 
The work of this group, headed by Mr. 
Frank Wilkinson, and many others de­
voted to the preservation of the civil lib­
erties of Americans, has been uniquely 
valuable to Members of this Congress 
who have sought to excise from the dig­
nity and majesty of the House that self­
inflicted wound called HUAC-HISC 
which now after 30 or more years wlll 
no longer be an embarrassment and in­
deed a disgrace to the Congress of the 
UniJted States. 

Mr. O'NEILL. Mr. Speaker, I yield 2 
minutes to the gentleman from Michigan 
(Mr. FORD). 

Mr. FORD of Michigan. Mr. Speaker, I 
was glad that I was on the floor to hear 

the remarks of the gentleman from Mich­
igan (Mr. BROWN). 

I had the distinct pleasure of serving 
in two legislative bodies with Mr. BROWN 
before we came to Congress. In both those 
bodies, Republicans had a two to one ma­
jority. Perhaps that is why the procedure 
we are going through here today seems 
so familiar to both of tls. 

I am glad to see that the gentleman 
from Michigan approaches the proceed­
ings today with the same good grace as I 
did the proceedings in those other bodies. 

Mr. BROWN of Michigan. Mr. Speaker, 
will the gentleman yield? 

Mr. FORD of Michigan. I yield to my 
colleague from Michigan. 

Mr. BROWN of Michigan. Mr. Speaker, 
can the gentleman suggest to me one in­
stance-one instance in which the com­
plete turnabout that has occurred on this 
floor at the start of the last two sessions 
occurred in the Michigan legislature? 
One instance? 

Mr. FORD of Michigan. There never 
was a change in the Michigan Legisla­
ture. The Republicans wrote the rules for 
us and told us about them afterwards. 
That is certainly not the case here today. 

Mr. O'NEILL. Mr. Speaker, for pur­
poses of debate only I yield such time as 
he may consume to the gentleman from 
Florida (Mr. YOUNG). 

Mr. YOUNG of Florida. Mr. Speaker, I 
rise in opposition to House Resolution 5, 
establishing a new set of rules for the 
94th Congress. Adopting this package at 
the very beginning of a new Congress ac­
tually represents a major step backward 
and is contrary to the spirit of reform 
which should infuse such a new be­
ginning. 

As my colleagues will recall, the 93d 
Congress established a Select Committee 
on Committees at the beginning of its 
first session. This select committee was 
directed to prepare a sweeping package 
of reforms of the House Rules and the 
House committee structure so as to make 
the Congress more responsive to Amer­
ica's needs today and to the desire of the 
people for a more open legislative process. 

The select committee worked for more 
than a year and a half on the drafting of 
House Resolution 988, the Committee 
Reform Amendments, the first major re­
forms in the House structure in almost 
30 years. After considerable delay, House 
Resolution 988 was considered last Octo­
ber, and though seriously weakened, 
finally passed the House. 

The rules package before us today 
negates this 2 years of hard work and 
the majority vote of the 93d Congress on 
House Resolution 988 by eliminating 
some of its most important provisions. It 
recreates the authority for use of the 
proxy vote in committees and it allows 
meetings of conference committees to be 
closed by vote of either the House or the 
Senate conferees. With one stroke, the 
great strides forward for responsible 
government, "Government in the Sun­
shine," are deleted. 

During consideration of House Resolu­
tion 988 last year, the House voted 246 to 
164 to retain the House Internal Security 
Committee as constituted. Yet now the 
House is asked to vote up and down on a 
rules package today which kills HISC as 

a separate standing committee, without 
a separate vote on the committee itself. 

Finally, in granting the House Admin­
istration Committee concurrent jurisdic­
tion with the Post Office and Civil Serv­
ice Committee over proposed congres­
sional pay raises, House Resolution 5 
could stymie the efforts of those who 
would block such pay raises. Under the 
Salary Act of 1967, either House or Sen­
ate must enact a resolution of disapproval 
in order to block congressional or Federal 
pay raises. Previously, the House Post. Of­
fice and Civil Service Committee reported 
such a resolution to the House for an up 
or down vote. Under House Resolution 5, 
after the Post Office and Civil Service 
Committee reports such a resolution. it 
is referred to the House Administration 
Committee-where it can languish un­
considered while the new raises go into 
effect automatically. The old act is bad 
enough, with its "approval by silence" 
clause. The new system is even worse-a 
glorified means of "buckpassing." 

All of the foregoing are procedural 
questions of the greatest importance. Yet 
the rule on House Resolution 5 prohibits 
a separate vote on each of these issues, 
indeed, it even prohibits any amendment 
of the package. This is an abuse of the 
''closed rule" of the worst sort. It cancels 
out 2 years of work by the select commit­
tee, it denies a voice to reform efforts, 
and it says to the American people that 
this new Congress is unwilling even to 
adopt the reforms of its predecessors. 

As I read the newspapers, listen to the 
radio, and watch television analyses of 
the new Congress, I have been over­
whelmed by the expectation of reform 
permeating the Nation. It has been wide­
ly anticipated that this will be a "re­
form Congress," one which will once 
again take up the reins of leadership for 
the Nation and work to get the country 
going again. 

Yet here today we have before us a 
rules package embodying large strides 
backward: reinstatement of a proxy au­
thority, allowing Members to vote in ab­
sentia; closure of all-important confer­
ence meetings while legislation affecting 
the future of the Nation is drafted; 
under-the-table abolition of a committee 
which has handily survived every single 
open vote on its funding and future; and 
de facto approval of future congressional 
pay raises. 

Mr. Speaker, I submit that this is not 
reform but regression, and I urge my 
colleagues to vote "no." 

Mr. O'NEILL. Mr. Speaker, for pur­
poses of general debate only I yield 5 
minutes to the gentleman from Missouri 
(Mr. !CHORD). 

Mr. !CHORD. Mr. Speaker, the sub­
stitute resolution which I introduced and 
which was adopted by the Democratic 
Caucus transferring the legislative juris­
diction and investigatory power of the 
House Committee on Internal Security 
to the Judiciary Committee is consistent 
with the position I have maintained 
throughout the debate over the Hansen 
committee efforts and the Bolling com­
mittee efforts to transfer the jurisdiction 
to the Judiciary Committee and the 
Committee on Government Operations, 
respectively. It has always been my posi-



30 CONGRESSIONAL RECORD- HOUSE January 14, 1975 

tion throughout the perennial battles 
over the continuation of the Internal Se­
curity Committee and its funding that 
the issue should be "not what commit­
tee is to do the work but whether 01r not 
the work should be done." 

The House Committee on Internal Se­
curity when it was established in 1969 by 
the House was given legislative and in­
vestigatory jurisdiction over subversive 
activities and subversive activities were 
defined as those activities which would 
overthrow or undermine the Government 
of the United States by force, violence, 
and unlawful means. Mr. Speaker, there 
are some extremists who see a subver­
sive behind every bush but there are 
other extremists who are just as foolish, 
if not more foolish, who refuse to recog­
nize that there are thousands of revolu­
tionaries in our midst and that there are 
such things as subversive activities. 

There are others, equally foolish in 
my opinion who believe that the Con­
gress has no responsibility in the field 
of subversion; that the Congress should 
leave the matter up to FBI, the CIA, and 
other executive security agencies. Every 
government has the basic right to take 
precautionary meaaures to protect itself 
and most certainly this free and demo­
cratic Government has that right. It is 
the responsibility of Congress to inform 
itself, to assess the aims, objectives, and 
numbers of the 56 organizations in this 
country that are classified by the FBI 
as subversive, to pass the necessary and 
constitutional laws to control the threat, 
and to see that the executive agencies 
are duly, fairly, and efficiently enforc­
ing those laws. Americans have the right 
to change their Government through the 
free political processes but they do not 
have the authority to change it through 
force, violence, treachery, or unlawful 
means. 

This is what occurred in the demo­
cratic caucus. The gentleman from Cal­
ifornia <Mr. EDWARDS) and the gentle­
man from M·assachusetts (Mr. DRINAN) 
introduced a resolution purporting to 
transfer the jurisdiction of the House 
Committee on Internal Security to the 
House Judiciary Committee. However, 
the proposal would only have given the 
House Committee on Judiciary jurisdic­
tion over "overt acts affecting the in­
ternal security." It would not have giv­
en the Judiciary Committee jurisdiction 
over conspiratorial acts. It would not 
have given the committee, for example, 
jurisdiction over the activities of the 
Communist Party U.S.A. and the Social­
ist Workers Party, the Trotskyite Com­
munists, who advocate revolution by 
force and violence, if necessary, when 
the time is ripe. 

I introduced and the caucus adopted 
my substitute resolution which gives the 
House Judiciary Committee specific juris­
diction over Communist and other sub­
versive activities affecting the internal 
security of the United States. The sub­
stitute resolution also provided that the 
property and records of the House Com­
mittee on Internal Security shall be 
transferred to the Committee on the Ju­
diciary as well as the present staff, as 
agreed upon by the chairman of the two 
committees. I would point out to the 

Members that the language of jurisdic­
tion is the same language that was 
worked out between me and the members 
of the Bolling select committee. In effect 
the language will require the Commit­
tee on the Judiciary to establish a Sub­
committee on Internal Security. 

It is my belief that the language 
coupled with the political exigencies of 
the times will assume that the work will 
be done. 

I say to the Members of the House 
that I am greatly concerned and alarmed 
at the trend in this country both on the 
national level and at local levels toward 
a general degradation of intelligence and 
security in this area. The last 2 years 
have seen the abolition of the Internal 
Security Division in the Department of 
Justice, the demise of the Subversive Ac­
tivities Control Board, the elimination 
of the Attorney General's subversive 
list, and a general downgrading of ca­
pabilities throughout the intelligence 
community. Intelligence activities of the 
local police units are under nationwide 
attack as well as intelligence activities of 
the FBI and the CIA. 

Under the circumstances existing in 
the country today and the political cir­
cumstances existing in this body today, 
I feel that the Committee on Judiciary 
is in a position to do as good a job or a 
better job than is a separate committee. 
For this reason I intend to continue to 
support my substitute resolution. The 
House Judiciary Committee, I would 
point out, has the legislative jurisdiction, 
not possessed by the House Committee 
on Internal Security, to keep subversion 
under more adequate control. I would 
admonish the House Committee on Judi­
ciary that it is assuming a tremendous 
responsibility. 

Detente or rather the euphoria of de­
tente is the primary cause of the down­
grading of intelligence activities. But 
detente does not change the fact that we 
vote almost $90 billion annually for the 
defense of the United States primarily 
because of the threat of the foreign pol­
icy and the military migh~ of the Soviet 
Union. It does not change the fact there 
are several thousand revolutionaries in 
this country, competent and well­
trained, under the discipline and control 
of the Communist Party Soviet Union. 
It does not change the fact that there 
are thousands others, who although not 
under the discipline and control of the 
CPSU, do share the same objectives, and 
are determined to effect revolution, by 
force and violence if necessary, when 
the time is opportune. And it does not 
change the fact that there are appro xi­
mately 15,000 people scattered through­
out some 21 "Revolution Now" groups 
such as the Symbionese Liberation Army, 
Venceramous, and others who are under 
the constant surveillance of the FBI. 
Several of the bombings and police kill­
ings are the work of these groups. 

I realize there are many who feel that 
the House Committee on Judiciary will 
not do the necessary work because of the 
more liberal philosophy of that commit­
tee. However, I would point out, fortu­
nately in my opinion, that most of the 
members of the Judiciary Committee do 
not share the feelings of the gentleman 

from Massachus~ts <Mr. DRINAN). The 
House Committee on Judiciary by this 
resolution is mandated to do the work 
and it is my intention as a Member of 
this body to do everything in my power 
to see that this most vital work is con­
tinued. 

Mr. O'NEILL. Mr. Speaker, I yield 2 
minutes, for the purpose of debate only, 
to the gentleman from Missouri <Mr. 
RANDALL). 

Mr. RANDALL. Mr. Speaker, I take 
this time to say a word of praise for my 
fellow Missourian, DICK !cHORD. There 
have been many battles over the con­
tinuation of this committee, during the 
past several years. But even to the last, 
I had hoped the committee might not 
be abolished. I must say it came as a 
surprise to some of us that the gentle­
man from Missouri <Mr. !CHORD), offered 
in caucus his substitute amendment, 
which transferred staff and files of the 
Internal Security Committee to the 
House Judiciary Committee. 

Perhaps the case of DICK !cHORD can 
be likened to a war hero who said on 
the battlefield he never tried to do the 
impossible and always had the wisdom 
to yield to the inevitable. In the caucus 
debate yesterday, Mr. !CHORD said that 
he had made an estimate of the vote in 
caucus and he felt that the votes were 
simply not there to continue the House 
Internal Security Committee, and that 
his best course was to yield to the in­
evitable. He stated both for the record 
of the caucus and privately to some of 
his friends that the best that could be 
done under the existing circumstances 
was to try to pass an amendment that 
would insure that the Judiciary Com­
mittee employ some of the staff of the 
Internal Security Committee who had 
acquired experience in the investigating 
of subversives, and also try to preserve 
some of the files of the committee which 
were the result of a lot of work in the 
past. 

As my colleague from Missouri leaves 
the chairmanship, I think all of us who 
are his fellow members should recognize 
that he did not have an easy job, but 
rather one that took a large measure of 
courage to perform. He was subjected 
repeatedly to personal abuse. Yet he 
believed in the importance of the work 
of his committee. He went on working 
hard to perform the duties assigned to 
the committee; and carry on the in­
vestigations of subversive activities in 
the United States. 

After the vote yesterday in caucus, 
one of my colleagues observed in our 
conversation that the House Internal 
Security Committee was terminated be­
cause it was a relic of the cold war in an 
era of detente. I promptly corrected his 
conclusion by saying that while the com­
mittee was active during the cold war, 
there was plenty of work for it or some 
successor committee to do in these days 
of so-called detente, which many of us 
believe is not a genuine detente at all. 
What we must continue to do is no 
longer listen to what the Communist 
world says in its pleasant talk of de­
tente, but look instead to what it does 
not only in Eastern EUrope but in the 
Middle East and elsewhere in the world.· 
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It was brought out in the debate in 

caucus yesterday that Chairman !CHORD 
has protected many witnesses against 
defamation of their character when they 
appeared before his committee. DicK 
!CHORD has been fair; he has been a good 
chairman. 

Mr. Speaker, I shall take at full face 
value the good intentions of my colleague 
from Missouri <Mr. I cHORD) , and if he 
votes aye on the previous question, which 
in effect ratifies the package of action 
ta~en yesterday by the Democratic Cau­
cus, I will reluctantly join him in the 
vote in favor of the previous question. 
In voting in that manner it should never 
be construed that there is not yet work 
to do in the field of internal security, 
simply because the separate committee 
has been abolished and the jurisdiction 
of the committee transferred to what it is 
hoped will be a subcommittee of the Ju­
diciary Committee. At stake in voting 
against the previous question, in order 
to obtain a separate vote on the Internal 
Security Committee is the possible re­
jection of a list of House reforms that 
comes in a package after several days of 
work by the caucus. Right or wrong, the 
success of a separate vote would create 
a parliamentary situation and raise pro­
cedural questions which might or could 
jeopardize such other successes as staff­
ing reform, proxy voting, and the re­
versal of closed sessions of conference 
committees, and also other beneficial 
changes. 

Now Mr. Speaker, I hope that, since the 
ball has now been passed to the Commit­
tee on the Judiciary and supposedly a 
subcommittee created, that the member­
ship of the Judiciary Committee will 
recognize they have a job to do and pro­
ceed to perform the job assigned to them. 

For my part I shall watch very care­
fully the activity of the new Judiciary 
Subcommittee, or the work of any exist­
ing subcommittee to which the jurisdic­
tion and the files of the Internal Security 
Committee will be transferred. Perhaps 
the Judiciary Committee does not want 
the job, but it has it, and there are going 
to be some of us that are going to raise 
the issue again and again if it does not 
do the job that has been done by the 
House Internal Security Committee. If 
for some reason the membership of the 
House Judiciary Committee does not do 
the job, I predict it will not be very long, 
just 2 short years, until this issue will be 
back on the floor of the House, and that 
there will be reenacted either a House 
Internal Security Committee or some 
separate but similar committee, by what­
ever name it may be called. 

As the gentleman from Missouri leaves 
the chairmanship of the House Internal 
Security Committee we should salute 
him and extend to him our highest com­
mendation for his important, dedicated, 
and effective work during the years he 
has served as chairman. 

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

·Mr. RANDALL. I yield to the gentle­
man from California. 

Mr. ROUSSELOT. Mr. Speaker, I ap­
preciate the gentleman's comments. I 

think it has been difficult for many of us' 
to fully realize the tremendous amount of 
pressure the gentleman from Missouri 
<Mr. !cHORD) and the gentleman from 
Ohio <Mr. AsHBROOK) have been under 
during tenure on this committee. As a 
mwtter of fact so have all the members of 
the Committee on Interior Security been 
unfairly maligned. 

The gentleman from Missouri (Mr. 
!CHORD) mentioned the "Mad Bomber" 
from Los Angeles, Calif. It is true that 
the "Mad Bomber" came from a radical 
group, which incidentally has been prop­
erly identified as such by the Committee 
on Internal Security. 

In my judgment, it is a major mistake 
for the House of Representatives to take 
action today which would in effect­
Bibolish the CommitWe on Internal Secu­
rity. Just lB~St October this body over­
whelmingly supported the retention of 
the House Committee on Internal Secu­
rity with full and complete debate during 
consideration of ·the reorganization act. 
Today we are not being given an ade­
quate opportunity to discuss the issue be­
cause the rule does not permit that dis­
cussion. The Democratic Caucus has seen 
fit to send this proposal to the floor on a 
muzzled basis. 

The House Committee on Internal 
Security fulfills an important and con­
tinuing function on behalf of the Con­
gress and the American people to keep 
ourselves as Representatives and the 
American people as a whole totally in­
formed on the activities of radical ele­
ments and pressure groups which would 
try to undermine our free Republic. This 
parmanent committee has performed the 
necessary function of recommending leg­
islation which was very much needed for 
our national security and has partici­
pated in improving legislation by adding 
important amendments to bills recom­
mended by other House committees. 

The action here today under this pro­
cedure is deceptive and improper. I am, 
therefore, constrained to vote against 
the motion on the previous question 
which would end all debate. Under this 
rule we have been denied the right of 
the correct legislative process. If the pre­
vious question on this rule is not voted 
down, I will be further constrained for 
many reasons to vote against the ac­
ceptance of House Resolution 5. First, 
this action would be extremely detri­
mental to the position taken by the 
House last October in supporting the 
Hansen resolution. Second, I believe that 
sev,eral Members have made an excel­
lent case today that vote by proxy in 
committees is wholly unacceptable as it 
is a procedure which has been and will 
continue to be abused. As Members of 
Congress we were sent here by the elec­
torate to participate in the legislative 
process which provides for full debate 
followed by our presence to vote. This 
resolution is presented here today in a 
very hurried manner and encourages 
the very kind of abuses of our legislative 
process which many of our new Members 
here were sent by their voters to im­
prove. 

In addition, I am not convinced that 
the Judiciary Committee can with all its 

other assignments do the same justice 
to the whole subject matter of internal 
security that a separate committee is 
able to do. The present internal security 
committee has done an excellent job for 
many years under the able leadership of 
my colleagues Mr. !cHORD and Mr. AsH­
BROOK. 

Mr. RANDALL. Mr. Speaker, I thank 
the gentleman for his remarks. 

Mr. ROBINSON. Mr. Speaker, con­
gressional reform suffered a cruel, cyn­
ical slap in the face through House ac­
tion adopting rules for the new Congress 
restoring proxy voting in committees. 

The majority party, in the prst sig­
nificant action on the opening day of the 
94th Congress, used its numbers to over­
turn reform measures instituted by leg­
islative action of the past Congress and 
to authorize a return to the free-and­
easy absenteeism of many committee ses­
sions, with the chairman controlling de­
cisions through the proxies in his pocket. 

The public interest was poorly served 
by the rules action in several other re­
spects, notably the dismantling of the 
Internal Securi•ty Committee and the 
transfer of its important responsibilities 
for the oversight of subversive activity in 
the United States to a virtual orphan 
status in the Judiciary Committee. 

The majority also watered down the 
staff support of the minority, which had 
been increased to a level representing an 
approach to fairness in the congressional 
reform legislation adopted last year. 

The reduction in minority staffs of 
select and special committees offset the .., 
somewhat improved minority staff posi­
tion on standing committees. 

These actions--particularly the re­
turn of the faceless proxy voter to the 
committee rooms--do not contribute to 
improved management of the public busi­
ness or to public confidence ir the com- _ 
mitment to reform which the majority 
leadership has professed so often. 

Mr. O'NEILL. Mr. Speaker, may I in­
quire, does the gentleman on the other 
side have any further requests for time? 

Mr. QUILLEN. Mr. Speaker, I have no 
further requests for time. 

Mr. Speaker, I wish to thank the dis­
tinguished majority leader for being so 
thoughtful in yielding 30 minutes to this 
side of the aisle. 

Mr. O'NEILL. Mr. Speaker, I have no 
further requests for time on this side. 
I do hope that the previous question will 
be ordered. 

Mr. Speaker, I move the previous ques­
tion on the resolution. 

The SPEAKER. The question is on or­
dering the previous question. 

The question was taken; and the 
Speaker announced that the ayes ap­
peared to have it. 

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

The SPEAKER. Evidently a quorum is 
not present. 

The Sergeant at Arms will notify ab­
sent Members. 

The vote was taken by electronic de­
vice, and there were--yeas 247, nays 172, 
not voting 12, as follows: 
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[Roll No.4] 

YEAS-247 
Abzug Gonzalez OberSttar 
Adams Green Obey 
Addabbo Haley O'Hara 
Alexander Hall O'Nelll 
Am.bro Hamilton ottlnger 
Anderson, Hanley Passman 

Calif. Hannaford Patman 
Annunzio Harrington Patten 
Ashley Harris Patterson, 
Aspin Hawkins Calif. 
AuCoin Hayes, Pattison, N.Y. 
Badillo Philip H. Pepper 
Baldus Hays, Wayne L. Perkins 
Barrett Hebert Pickle 
Baucus Hechler, W.Va. Pike 
Beard, R.I. Helstoski Poage 
Bedell Hicks Preyer 
Bergland Hightower Price 
Bevlll Holland Randall 
Biaggi Holtzman Ra.ngell 
Bingham. Howard Rees 
Blanchard Howe Reuss 
Blouin Hubbard Richmond 
Boggs Hughes Riegle 
Boland Hungate Roberts 
Bolllng !chord Rodino 
Bonker Jacobs Roe 
Brademas Jenrette Roncalio 
Breaux Johnson, Calif. Rooney 
Breckinridge Jones, Ala.. Rose 
Brodhead Jones. Tenn. Rosenthal 
Brooks Jordan Rostenkowski 
Brown, Calif. Kastenmeier Roush 
Burke, Calif. Kazen Roybal 
Burke, Mass. Keys Russo 
Burlison, Mo. Kl uczynski Ryan 
Burton, John Koch St Germain 
Burton, Phillip Krebs Sarba.nes 
carney Krueger Scheuer 
Carr LaFalce Schroeder 
Casey Leggett Seiberling 
Clay Lehman Sharp 
Collins, Til. Levitas Shipley 
Conyers Litton Sikes 
Corman Lloyd, Calif. Simon 
Cornell Lloyd, Tenn. Sisk 
Cotter Long, La. Slack 
D' Amours Long, Md. Smith, Iowa 
Daniels, McCormack Solarz 

Dominick V. McFall Spellman 
Danielson McHugh Staggers 
Davis McKay Stanton, 
de la Garza Macdonald James V. 
Delaney Madden Stark 
Dell urns Mahon Stokes 
Dent Matsunaga Studds 
Derrick Mazzoli Sullivan 
Diggs Meeds Symington 
Dingell Melcher Thompson 
Dodd Metcalfe Thornton 
Downey Meyner Traxler 
Drtnan Mezvinsky Tsongas 
Duncan, Oreg. Mlkva Udall 
Early Milford Ullman 
Eckhardt Miller, Calif. Van Deerlin 
Edwards, Calif. Mineta VanderVeen 
Eilberg Minish Vanik 
Evans, Colo. Mink Vigorito 
Evans, Ind. Mitchell , Md. Weaver 
Evins, Tenn. Moa.kley White 
Fascell Moffett Whitten 
Fisher Mollohan Wilson, 
Fithian Moorhead, Pa. Charles, H., 
Flood Morgan Calif. 
Florio Moss Wilson, 
Flowers Mottl Charles, Tex. 
Foley Murphy, ID. Wirth 
Ford, Mich. Murphy, N.Y. Wolff 
Ford, Tenn. Murtha Wright 
Fraser Natcher Yates 
Fulton Neal Yatron 
Fuqua. Nedzi Young, Ga. 
Gaydos Nix Young, Tex. 
Giaimo Nolan Zablocki 
Gibbons Nowak Zeferetti 

Abdnor 
Anderson, Til. 
Andrews, N.C. 
Andrews, 

N. Dak. 
Archer 
Armstrong 
Ashbrook 
Bafalis 
Bauman 
Beard, Tenn. 
Bell 
Bennett 
Biester 
Bowen 
Brinkley 

NAY8-172 
Broomfield 
Brown, Mich. 
Brown, Ohio 
Broyhill 
Buchanan 
Burgener 
Burke, Fla. 
Burleson, Tex. 
Butler 
Carter 
Cederberg 
Chappell 
Clancy 
Clausen, 

Don H. 
Clawson, Del 

Cleveland 
Cochran 
Cohen 
Collins, Tex. 
Conable 
Conlan 
Conte 
Coughlin 
Crane 
Daniel, Dan 
Daniel, 

Robert W., Jr. 
Derwinski 
Devine 
Dickinson 
Downing 

duPont 
Duncan, Tenn. 
Edwards, Ala.. 
Emery 
English 
Erlenborn 
Esch 
Eshleman 
Fenwick 
Findley 
Fish 
Flynt 
Forsythe 
Fountain 
Frenzel 
Frey 
Gilman 
Ginn 
Goldwater 
Goodling 
Gradison 
Grassley 
Gude 
Guyer 
Hagedorn 
:flammer-

schmidt . 
Hansen 
Harsha. 
Hastings 
Heckler, Mass. 
Hefner 
Heinz 
Henderson 
Hillis 
Hinshaw 
Holt 
Horton 
Hutchinson 
HYde 
Jarman 
Jeffords 
Johnson, Colo. 
Johnson, Pa. 

Jones, N.C. 
Jones, Okla. 
Kasten 
Kelly 
Ketchum. 
Kindness 
Lagomarsino 
Latta 
Lent 
Lott 
Lujan 
McClory 
McCloskey 
McCollister 
McDade 
McDonald 
McEwen 
McKinney 
Madigan 
Mann 
Martin 
Michel 
Mlller, Ohio 
Mitchell, N.Y. 
Montgomery 
Moore 
Moorhead, 

Calif. 
Mosher 
Myers, Ind. 
Myers, Pa. 
O'Brien 
Pettis 
Peyser 
Pressler 
Pritchard 
Quie 
Qulllen 
Railsback 
Regula 
Rhodes 
Rinaldo 
Robinson 
Rogers 

Rousselot 
Runnels 
Ruppe 
Sarasin 
Satterfield 
Schneebeli 
Schulze 
Sebelius 
Shriver 
Shuster 
Skubitz 
Smith, Nebr. 
Snyder 
Spence 
Stanton, 

J. William 
Steed 
Steelman 
Steiger, Ariz. 
Steiger, Wis. 
Stratton 
Stuckey 
Symms 
Talcott 
Taylor, Mo. 
Taylor, N.C. 
Teague 
Thone 
Treen 
Vander Jagt 
Waggonner 
Walsh 
Wampler 
Whalen 
Whitehurst 
Wiggins 
Wilson, Bob 
Winn 
Wydler 
Wylie 
Young, Alaska. 
Young, Fla. 

NOT VOTING-12 
Byron 
Chisholm. 
Edgar 
Harkin 

Karth 
Kemp 
Landrum 
Maguire 

Risenhoover 
Santini 
Stephens 
Waxman 

So the previous question was ordered. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on the 

table. 
The SPEAKER. The question is on the 

resolution. 
Mr. FRENZEL. Mr. Speaker, on that I 

demand the yeas and nays. 
The yeas and nays were ordered. 
The vote was taken by electronic de­

vice, and there were-yeas 259, nays 150, 
not voting 22, as follows: 

Abzug 
Adams 
Addabbo 
Alexander 
Ambro 
Anderson, 

Calif. 
Andrews, N.C. 
Ashley 
Asp in 
AuCoin 
Badillo 
Baldus 
Barrett 
Baucus 
Beard, R.I. 
Bedell 
Bennett 
Bergland 
Bevill 
Biaggi 
Bingham. 
Blanchard 
Blouin 
Boggs 
Boland 
Bolling 
Bonker 
Brademas 
Breaux 
Breckinridge 
Brodhead 
Brooks 

[Roll No. 5) 

YEA&-259 
Brown, Calif. Eckhardt 
Burke, Calif. Edwards, Calif. 
Burke, Mass. Eilberg 
Burleson., Tex. English 
Burlison, Mo. Evans, Colo. 
Burton, John Evans, Ind. 
Burton, Phillip Evins, Tenn. 
Carney Fascell 
Oarr Fisher 
Casey Fithian 
Chisholm. Flood 
Clay Florio 
Collins, Til. Flowers 
Conyers Foley 
Corman Ford, Mich. 
Cornell Fountain 
Cotter Fraser 
D'Amours Fulton 
Daniels, Fuqua 

Dominick V. Giaimo 
Danielson Gibbons 
Davis Gonzalez 
de la Garza Green 
Delaney Gude 
Dellums Haley 
Derrick Hall 
Diggs Hamil ton 
Dingell Hanley 
Dodd Hannaford 
Downey Harkin 
Drinan Harrington 
Duncan, Oreg. Harris 
Early Hawkins 

Hayes, Meeds 
Philip H. Melcher 

Hays, Wayne L. Metcalfe 
Hebert Meyner 
Hechler, W.Va. Mezvinsky 
Hefner , Mikva 
Helstoski Milford 
Henderson Mineta 
Hicks Mink 
Hightower Mitchell, Md. 
Hol tzma.n Moa.kley 
Howard Moffett 
Howe Mollohan 
Hubbard Moorhead, Pa.. 
Hughes Morgan 
Hungate Moss 
!chord Mottl 
Jacobs Murphy, Ill. 
Jarman Murphy, N.Y. 
Jenrette Murtha 
Johnson, Calif. Na.tcher 
Jones, Ala. Neal 
Jones, N.C. Nolan 
Jones. Okla.. Nowak 
Jones, Tenn. Oberstar 
Jordan Obey 
Ka.rth O'Hara 
Kastenm.eler O'Neill 
Kazen Ottinger 
Keys Passman 
Kluczynskl Patman 
Koch Patten 
Krebs Patterson, 
Krueger Calif. 
LaFalce Pattison, N.Y. 
Landrum Pepper 
Leggett Perkins 
Lehman Peyser 
Levita.s Pickle 
Litton Pike 
Lloyd, Calif. Poage 
Lloyd, Tenn. Preyer 
Long, La.. Price 
Long, Md. Randall 
McCormack Rees 
McDade Reuss 
McFall Riegle 
McHugh Risenhoover 
McKay Roberts 
Macdonald Roe 
Madden Rogers 
Maguire Roncalio 
Mahon Rooney 
Mann Rose 
Matsunaga. · Rosenthal 
Mazzoli Rostenkowski 

NAYS-150 
Abdnor duPont 
Anderson, Til. Edwards, Ala. 
Andrews, Emery 

N.Dak. Erlenborn 
Archer Esch 
Armstrong Eshleman 
Ashbrook Fenwick 
Bafalis Findley 
Bauman FiEh 
Beard, Tenn. Flynt 
Bell Forsythe 
Biester Frenzel 
Bowen Frey 
Brinkley Gilman 
Broomfield Ginn 
Brown, Mich. Goldwater 
Brown, Ohio Goodling 
Broyhill Gradison 
Buchanan Gra~ey 
Burgener Guyer 
Burke, Fla.. Hagedorn 
Butler Hammer-
Byron schmidt 
Carter Hansen 
Cederberg Harsha 
Chappell Hastings 
Cla.n~y Heckler, Mass. 
Clausen, Heinz 

Don H. Hillis 
Clawson, Del Hinshaw 
Cleveland Holt 
Cochran Horton 
Cohen Hutchinson 
Collins, Tex. Hyde 
Conable Jeffords 
Conlan Johnson, Colo. 
Conte Johnson, Pa. 
Coughlin Kasten 
Crane Kelly 
Daniel, Dan Ketchum 
Daniel, Kindness 

Robert W., Jr.Lagomarsino 
Derwinski Latt a 
Devine Lent 
Dickinson Lott 
Downing Lujan 
Duncan, Tenn. McClory 

Roush 
Roybal 
Russo 
StGermain 
Sarba.nes 
Scheuer 
Schroeder 
Seiberling 
Sharp 
Shipley 
Sikes 
Simon 
Sisk 
Slack 
Smith, Iowa 
Solarz 
Spellman 
Staggers 
Stal\tOn, 

James V. 
Stark 
Steed 
Stephens 
Stokes 
Stratton 
Studds 
Sullivan 
Symington 
Taylor, N.C. 
Teague 
Thompson 
Thornton 
Traxler 
Tsongas 
Ullman 
Van Deerlin 
VanderVeen 
Vanlk 
Vigorito 
Weaver 
Whalen 
White 
Whitten 
Wilson, 

Charles H., 
Calif. 

Wilson, 
Charles, Tex. 

Wolff 
Wright 
Yates 
Yatron 
Young, Ga.. 
Young, Tex. 
Zablocki 
Zeferetti 

McCloskey 
McCollister 
McDonald 
McEwen 
McKinney 
Madigan 
Martin 
Michel 
Miller, Ohio 
Mitchell, N.Y. 
Montgomery 
Moore 
Moorhead, 

Calif. 
Mosher 
Myers , Ind. 
Myers, Pa. 
O'Brien 
Pettis 
Pre~er 
Pritchard 
Quie 
Quillen 
Railsback 
Regula 
Rhodes 
Rinaldo 
Robinson 
Rousselot 
Runnels 
Ruppe 
Sa.rasd.n 
Satterfield 
Schnee bell 
Schulze 
Sebelius 
Shriver 
Shuster 
Smit h, Nebr. 
Snyder 
Spence 
Stanton, 

J. William 
Steiger, Ariz 
Steiger, Wis. 
Stuckey 
Symms 
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Talcott 
Taylor, Mo. 
Thone 
Treen 
Vander Jagt 

Waggonner Winn 
Walsh · Wydler 
Wampler Wylie 
Whitehurst Young, Alaska 
Wilson, Bob Young, Fla. 

NOT VOTING-22 
Annunzio Minish 
Dent Nedzi 
Edgar NiX 
Ford, Tenn. Rangel 
Gaydos Richmond 
Holland Rodino 
Kemp Ryan 
Miller, Calif. Santini 

Skubitz 
Steelman 
Udall 
Waxman 
Wiggins 
Wirth 

So the resolution was agreed to. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on the 

table. 

GENERAL LEAVE 
Mr. O'NEILL. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5 legislative days in which to 
extend their remarks concerning the 
resolution concerning the adoption of the 
rules. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Massachusetts? 

There was no objection. 

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

Sparrow, one of the clerks, announced 
that the Senate had passed resolutions 
of the following titles: 

S. Res. 1. Resolution that a committee con­
sisting of two Senators be appointed by the 
Vice President to join such committee as may 
be appointed by the House of Representatives 
to wait upon the President of the United 
States and inform him that a quorum of 
each House is assembled and that the Con­
gress is ready to receive any communication 
he may be pleased to make; and 

S. Res. 2. Resolution that the Secretary 
inform the House of Representatives that a 
quorum of the Senate is assembled and that 
the Senate is ready to proceed to business. 

COMPENSATION OF CERTAIN 
MINORITY EMPLOYEES 

Mr. ~HODES. Mr. Speaker, I offer a 
resolution <H. Res. 6) and ask for its 
immediate consideration. 

The Cieri~ read the resolution, as 
follows: 

H. RES. 6 
Resolved, That pursuant to the Legislative 

Pay Act of 1929, as amended, six minority 
employees authorized therein shall be the 
following-named persons, effective January 3, 
1975, until otherwise ordered by the House, 
to-wit: Joe Bartlett, _Walter P. Kennedy, 
William R. Bonsell, Tommy Lee Winebrenner 
and John J. W11liams to receive gross com­
pensation of $36,000.000, respectively; and 
Martha H. Phillips to receive gross compen­
satiofl of $29,545.60 per annum. 

HOUR OF MEETING OF HOUSE OF 
REPRESENTATIVES 

Mr. MADDEN. Mr. Speaker, I offer a 
resolution <H. Res. 7) and ask for its 
immediate consideration. 

The Clerk read the resolution, as fol­
lows: 

H. RES. 7 
Resolved, That unt!l otherwise ordered, the 

daily hour of meeting of the House of Repre­
sentatives shall be at 12 o'clock meridian. 

CXXI----3-Part 1 

The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 

AUTHORIZING ADMINISTRATION OF 
OATH OF OFFICE TO HONORABLE 
WILBUR D. MILLS 

Mr. WAGGONNER. Mr. Speaker, I of­
fer a resolution (H. Res. 8) and ask for 
its immediate consideration. 

The Clerk read the resolution, as fol­
lows: 

H. RES. 8 
Whereas Wilbur D. Mills, ft Representative­

elect from the State of Arkansas, from the 
Second District thereof, has been unable from 
sickness to appear in person to be sworn as 
a Member of the House, and there being no 
contest or question as to his election: There­
fore be it 

Resolved, That the Speaker, or deputy 
named by him, be, and he is hereby, author­
ized to administer the oath of office to said 
Wilbur D. Mills at the Naval Medical Center, 
Bethesda, Maryland, and that the said oath, 
when administered as herein authorized, 
shall be accepted and received by the House 
as the oath of office of the said Wilbur· D. 
M11ls. 

The resolution was agreed to. 
A motion to reconsider was laid on the 

table. 
The SPEAKER. Pursuant to the au­

thority of House Resolution 8, 94th Con­
gress, the Chair appoints the gentleman 
from Louisiana <Mr. WAGGONNER) to ad­
minister the oath of office to the Honor­
able WILBUR D. MILLS. 

COMMUNICATION FROM THE 
CLERK OF THE HOUSE 

The SPEAKER laid before the House 
the following communication from the 
Clerk of the House of Representatives: 

Hon. CARL ALBERT, 

WASHINGTON, D.C., 
December 30, 1974. 

Speaker, House of Representatives. 
DEAR MR. SPEAKER: I have the honor to 

transmit herewith ,a sealed envelope from the 
White House, received in the Clerk's Office 
at 2:52 p.m. on Friday, December 27, 1974, 
and said to contain a message from the Pres­
ident wherein he transmits the Seventh Spe­
cial Message to the Congress on the Deferral 
of Funds, concerning 19 deferral reports. 

With kind regards, I am, 
Sincerely, 

w. PAT JENNINGS, 
Clerk, House of Representatives. 

By W. Raymond Calley 

REPORTS ON DEFERRALS-MES­
SAGE FROM THE PRESIDENT OF 
THE UNITED STATES (H. DOC. 
NO. 94-10) 

The SPEAKER laid before the House 
the following message from tlie President 
of the United States; which was read 
and, together with the accompanying 
papers, referred to the Committee on 
Appropriations and ordered to be 
printed. 

To the Congress of the United States: 
In accordance with the provisions of 

Title X of the Congressional Budget and 
Impoundment Control Act of 1974 <Pub­
lic Law 93-344) • I am transmitting sup-

plementary reports that revise eleven 
deferral reports sent to the Congress in 
September and October of this year. I 
am also transmitting herewith reports 
on eight new deferrals for the fiscal year 
1975. . 

Details of these deferrals are con­
tained in the reports attached to this 
message. 

GERALD R. FORD. 
THE WHITE HOUSE, December 27, 1974. 

COMMUNICATION FROM THE 
CLERK OF THE HOUSE 

The SPEAKER laid before the House 
the following communication from the 
Clerk of the House of Representatives: 

OFFICE OF THE CLERK, 
U.S. HOUSE OF REPRESENTATIVES, 

Washington, D.C., January 2, 1975. 
Hon. CARL ALBERT, 
The Speaker, 
U.S. House of Representatives. 

DEAR MR. SPEAKER: I have the honor to 
transmit herewith a sealed envelope from 
the White House, received in the Clerk's Of­
fice at 12:30 P.M. on Tuesday, December 31, 
1974 and said to contain a message from 
the President wherein he transmits the 
SiXth Annual Report on the National Hous­
ing Goal. 

With kind regards, I am 
Sincerely, 

w. PAT JENNINGS, 
Clerk, U.S. House of Representatives. 

By W. RAYMOND COLLEY, 
f?eputy Clerk. 

SIXTH ANNUAL REPORT ON NA­
TIONAL HOUSING GOAL-MES­
SAGE FROM THE PRESIDENT OF 
THE UNITED STATES <H. DOC. 
NO. 94-18) 

The SPEAKER laid before the House 
the following message from the Presi­
dent of the United States; which was 
read and, together with the accompany­
ing papers, referred to the Committee 
on Banking and Currency and ordered 
to be printed. 

To the Congress of the United States: 
I herewith transmit the Sixth Annual 

Report on the National Housing Goal as 
required by Section 1603 of the Housing 
and Urban Development Act of 1968. 

GERALD R. FORD. 
THE WHITE HOUSE, December 31, 1974. 

COMMUNICATION FROM THE CLERK 
OF THE HOUSE-8ENATOR JAMES 
L. BUCKLEY, ET AL., VERSUS HON. 
FRANCIS R. VALEO, SECRETARY, 
U.S. SENATE, ET AL. 

The SPEAKER laid before the House 
the following communication from the 
Clerk of the House of Representatives: 

OFFICE OF THE CLERK, 
U.S. HOUSE OF REPRESENTATIVES, 
Washington, D.C., January 7, 1975. 

Hon. CARL ALBERT, 
The Speaker, 
U.S. House of Representatives. 

DEAR MR. SPEAKER: On this date, both as 
Clerk of the United States House of Repre­
sentatives, and a.s an Ex Officio Member of 
the FederaJ. Election Commission upon its 
appointment and quallfl.cation, I have been 
served a Summons and a copy of the Com­
plaint for Declara.tory and Injunctive Re­
lief, the Application for a Three-Judge 
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Court, and the Motion to Reduce Defend­
ants' Time to Answer from Sixty Days to 
Thirty Days, that was filed in the United 
States District Court for the District of 
Columbl:a. The Comp.laint, Application and 
Motion are in connection with the civil .ac­
tion brought by Senator J·a.mes L. Buckley, 
former Senator Eugene J. McCarthy, Con­
gressman William A. Steiger, Mr. Stewart 
Rawlings Mott, the Committee for a Con­
stitutional Presidency, the Conservative 
Party of the State of New York, the New 
York Civil Liberties Union, Inc., the Ameri­
can ConservBJtive Union, Human Events, Inc., 
v. Hon. Francis R. Valeo, Secretary, U.S. Sen­
ate, Hon. W. Pa.t Jennings, Clerk, U.S. House 
of Representatives, Hon. Elmer B. Staats, 
COmptroller General of the United States, 
Hon. Wlllia.m B. Saxbe, Attorney General of 
the United States, and the Federel Election 
Corrunission, c;o Hon. Francis R. Valeo, Ex 
Officio Member of the FederaJ. Election Com­
mission, and c/o Hon. W. Pat Jennings, Ex 
Officio Member of the Federal Election Com­
mission, Civil Action No. 75-00(}1, U.S. Dis­
trict Court ·for the District of Columbia. 

This a.otion was instituted against the 
Clerk of the House in his oo,pactties under 
the Federal Election Campaign Act of 1971, 
Public La.w 92-225, 86 Stat. 3, and the Fed­
eral Election Oampa.ign Act Amendments of 
1974, Public La.w 93-443, 88 Stat. 1263, and 
seeks declaratory and injunctive relief 
against certain provisions of both the afore­
mentioned statutes. 

It is my purpose to inform you that in a.c­
corda.nce with House Resolution 12 of Janu­
ary 3, 1973, I intend to make arrangements 
for my defense as provided for the Officers of 
the U.S. House of Representrutives under 2 
u.s.c. 118. Further, upon the appointment 
and qualification of the Federel Election 
Commission, I intend to transmit said Sum­
mons, Compla.int, Application and Motion to 
the Commission for such action as they 
deem approprta.te. In addition, at this time, 
because of my duaJ capacities under the 
two aforementioned statutes, I a.m respect­
fully reserving my right to appooint Specia.l 
Counsel for my de•fense as prescribed by 
Public La.w 93-145 of November 1, 1973. 

Copies of the Summons, Complaint, Ap­
plLca.tion and Motion under consideration 
are herewith attached, and the matter is 
presented for such action as the House in 
its wisdom may see fit to take. 

With kind regards, I a.m . 
Sincerely, 

w. PAT JENNINGS, 
Clerk, U.S. House of Representatives. 

The SPEAKER. The Clerk will report 
the subpena. 

The Clerk read as follows: 
[In the U.S. District Court for the District of 

Columbia, civil action file No. 75-0001] 
SUMMONS IN A CIVIL ACTION 

James L. Buckley, et al., Plaintiffs v. 
Francis R. Valeo, et al., Defendants. 

To the above named Defendant: W. Pat 
Jennings. 

You are hereby summoned and required to 
serve upon Brice McAdoo Clagett plaintiffs' 
attorney, whose address is 888 Sixteenth 
Street, NW., Washington, D.C. 20006, an an­
swer to the complaint Which is herewith 
served upon you, within 60 de1ys after serv­
ice of this summons upon you, exclusive of 
the day of service. If you fail to do so, judg­
ment by default will be taken against you 
for the relief demanded in the complaint. 

JAMES F. DAVEY, 
Clerk of Court. 

------
Deputy Clerk. 

Date: January 2, 1975. 

OFFICE OF THE CLERK, 
U.S. HOUSE OF REPRESENTATIVES, 
Washington, D.C., January 7, 1975. 

Han. EARL J. SILBERT, 
U.S. Attorney for the District of Columbia, 

U.S. Courthouse, Washington, D.C. 
DE~ MR. SILBERT: I am enclosing certified 

copies of the Summonses and Complaint for 
Declaratory and Injunctive Relief, an Ap­
plication for a Three-Judge Court, and a 
Motion to Reduce Defend~nts' Time to An­
swer from 60 to 30 days in Civil Action No. 
75-0001 filed against me both as Clerk of the 
U.S. House of Representatives and as Ex Of­
ficio Member of the Federal Election Com­
mission, in the United States Court for the 
District of Columbia and served upon me in 
my official capacity as Clerk of the House of 
Representatives by a U.S. Marshall on this 
date. 

In accordance with Title 2, U.S. Code, Sec. 
118, I respectfully request that you take ap­
propriate action, as deemed necessary, under 
the "supervision and direction of the At­
torney General" of the United States in de­
fense of this suit against an officer of either 
House of the Congress of the United States. 

Since this action was brought against me 
as Clerk of the House in my capacity as 
Supervisory Officer under the Federal Elec­
tion Campaign Act of 1971, P.L. 92-225, and 
as Ex Ofllcio Member of the Federal Elec­
tion Commission under the Federal Election 
Campaign Act Amendments of 1974, P .L. 93~ 
443. I reserve the right to appoint at any 
time a co-counsel for my defense under Pub­
lic Law 93-145 of November 1, 1973. 

I am also sending you a copy of the letter 
that I forwarded this date to the Attorney 
General of the United States. 

With kindest regards, I am 
Sincerely, 

' w. PAT JENNINGS, 
Clerk, 

U.S. House of Representatives. 

COMMUNICATION FROM THE CLERK 
OF THE HOUSE 

The SPEAKER laid before the House 
the following communication from the 
Clerk of the House of Representatives: 

OFFICE OF THE CLERK, 
U.S. REPRESENTATIVES, 

Washington, D.C., January 14, 1975. 
Han. CARL ALBERT, 
The Speaker, U.S. House of Representatives. 

DEAR MR. SPEAKER: Under Rule m, Clause 
4 (Section 647) of the Rules of the House of 
Representatives, I herewith designate Mr. W. 
Raymond Colley, Deputy Clerk, to sign any 
and all papers and do all other acts for me 
under the name of the Clerk of the House 
which he would be authorized to do by virtue 
of this designation, except such as are pro­
vided by statute, in cases of my temporary 
absence or disabUity. 

If Mr. Colley should not be able to act 
in my behalf for any reason, then Mr. Ben­
jamin J. Guthrie, Assistant to the Clerk, 
shall similarly perform such duties under 
the same conditions as are authorized by this 
designation. 

These designations shall remain in effect 
for the 94th Congress or until revoked by me. 

Sincerely, 
w. PAT JENNINGS, 

Clerk, 
U.S. House of Representatives. 

REPORT OF COMM:ITTEE TO NO­
TIFY THE PRESIDENT 

Mr. O'NEILL. Mr. Speaker, your com­
mittee on the part of the House to join 

a like committee on the part of the Sen­
ate to notify the President of the United 
States that a quorum of each House has 
been assembled and is ready to receive 
any communication that he may be 
pleased to make has performed that 
duty. The President asked us to report 
that he will be pleased to deliver his 
message at 1 p.m., Wednesday, Janu­
ary 15, 1975, to a joint session of the two 
Houses. 

JOINT SESSION OF CONGRESS­
STATE OF THE UNION MESSAGE 
Mr. O'NEILL. Mr. Speaker, I offer a 

concurrent resolution (H. Con. Res. 1) 
and ask for its immediate consideration. 

The Clerk read the concurrent res­
olution, as follows: 

H. CoN. REs. 1 
Resolved by the House of Representatives 

(the Senate concurring) , That the two 
Houses of Congress assemble in the Hall of 
the House of Representatives on January 15, 
1975 at 1 o'clock p.m. for the purpose of 
receiving such communication as the Pres­
ident of the United States shall be pleased 
to make to them. 

The concurrent resolution was agreed 
to. 

A motion to reconsider was laid on the 
table. 

AUTHORIZING SPEAKER TO DE­
CLARE RECESSES TOMORROW 

Mr. O'NEILL. Mr. Speaker, I ask 
unanimous consent that on Wednesday. 
January 15, 1975, the .Speaker be au­
thorized to declare recesses subject to 
the call of the Chair. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Massachusetts? 

There was no objection. 

ANNOUNCEMENT BY THE SPEAKER 
The SPEAKER. The Chair would like 

to make a statement concerning · the 
introduction and reference of bills 
today. 

As Members are aware, they have the 
privilege today of introducing bills. 
Heretofore on the opening day of a new 
Congress, several thousand bills have 
been introduced. It will be readily 
apparent to all Members that it may be 
a physical impossibility for the Speaker 
to examine each bill for reference today. 
The Chair will do his best to refer as 
many bills as possible, but he will ask 
the indulgence of Members if he is un­
able to refer all the bills that may be 
introduced. Those bills which are not 
referred and do not appear in the RECORD 
as of today will be included in the next 
day's RECORD and printed with a date 
as of today. 

The Chair has advised all officers and 
employees of the House that are in­
volved in the processing of bills that 
every bill, resolution, memorial, petition, 
or other material that is placed in the 
hopper must bear the signature of a 
Member. Where a bill or resolution is 
jointly sponsored, the signature must be 
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that of the Member first named thereon. 
The bill clerk is instructed to return to 
the Member any bill which appears in 
the hopper without an original signa­
ture. This procedure was inaugurated in 

. the 92d Congress. It has worked well, 
and the Chair thinks that it is essential 
to continue this practice to insme the 
integrity of the process by which legisla­
tion is introduced in the House. 

ANNOUNCEMENT BY THE SPEAKER 

The SPEAKER. The Chair desires to 
make an announcement. 

After consultation with the majority 
and minority leaders, and with their 
consent and approval, the Chair an­
nounces that on tomorrow, when the 
Houses meet in joint session to hear an 
address by the President of the United 
States, only the doors immediately 
opposite the Speaker and those on his 
left and right will be open. 

No one will be allowed on the floor of 
the House who does not have the privi­
lege of the floor of the House. 

Due to the large attendance which is 
anticipated, the Chair feels that the rule 
regarding the privilege of the floor must 
be strictly adhered to. 

Children of Members will not be per­
mitted on the floor and the cooperation 
of all the Members is requested. 

PROCEDURES IN RELATION TO THE 
PRODUCTION OF WITNESSES 
AND DOCUMENTS IN COURTS OF 
JUSTICE 

Mr. O'NEILL. Mr. Speaker, I offer a 
resolution <H. Res. 9) and ask for its 
immediate consideration. 

The Clerk read the resolution, as 
follows: 

H. RES. 9 
Whereas, by the privileges of this House no 

evidence of a documentary character under 
the control and in the possession of the 
House of Representatives can, by the man­
date of process of the ordinary courts of jus­
tice, be taken from such control or posses­
sion except by its permission: Therefore 
be it 

Resolved, That when it appears by the or-
, der of any court in the United States or a 

judge thereof, or of any legal officer charged 
with the administration of the orders of such 
court or judge, that documentary evidence 
in the possession and under the control of 
the House is needful for use in any court of 
justice or before any judge or such legal of­
ficer , for the promotion of justice, this House 
will take such action thereon as will promote 
the ends of justice consistently with the 
privileges and rights of this House; be it 
further 

Resolved, That during any recess or ad­
journment of the Ninety-fourth Congress, 
when a subpena or other order for the pro­
duction or disclosure of information is by 
the due process of any court in the United 
States served upon any Member, officer, or 
employee of the House of Representatives, 
directing appearance as a witness before the 
said court at any time and the production of 
certain and sundry papers in the possession 
-and under the control of the House of Rep­
resentatives, that any such Member, officer 
or employee of the House, be authorized to 
appear before said court at the place and 
time named in any such subpena or order, 

but no papers or documents in the possession 
or under the control of the House of Repre­
sentatives shall be produced in response 
thereto; and be it further 

Resolved, That when any said court de­
termines upon the materiality and the rele­
vancy of the papers or documents called for 
in the subpena or other order, then said 
court, through any of its officers or agents 
shall have full permission to attend with 
all proper parties to the proceedings before 
said court and at a place under the orders 
and control of the House of Representatives 
and take copies of the. said documents or 
papers and the Clerk of the House is author­
ized to supply certified copies of such docu­
ments that the court has found to be ma­
terial and relevant, except that under no cir­
cumstances shall any minutes or transcripts 
of executive sessions, or any evidence of wit­
nesses in respect thereto, be disclosed or 
copied, nor shall the possession of said doc­
uments and papers by any Member, officer, 
or employee of the House be disturbed or re· 
moved from their place of file or custody un­
der said Member, officer, or employee; and be 
it further 

Resolved, That a copy of these resolutions 
be transmitted by the Clerk of the House to 
any of said courts whenever such writs of 
subpena or other orders are issued and served 
as aforesaid. 

The resolution was agreed to. 
A motion to reconsider was laid on the 

table. 

PROVIDING FOR THE PAYMENT OR 
REIMBURSEMENT OF EXPENSES 
INCURRED BY STAFF PERSONS 
ACCOMPANYING MEMBERS-ELECT 
AT ORGANIZATIONAL CAUCUSES 
AND CONFERENCES 

Mr. O'NEil..J.J. Mr. Speaker, I offer a 
resolution <H. Res. 10) and ask for tts 
immediate consideration. 

The Clerk read the resolution, as 
follows: 

H. REs. 10 
Resolved, That (a) each Member-elect 

(other than an incumbent Member reelected 
to the ensuing Congress) who attends a cau­
cus or conference called under section 202 
(a) of House Resolution 988, Ninety-third 
Congress, ·and each incumbe-nt Member re­
elected to the ensuing Congress who attends 
any such caucus or conference convening 
after the adjournment sine d.te of the Con­
gress in the year involved, shall be entitled 
to designate one staff person to be paid for 
one round trip between that person's place 
of residence, provided such place of residence 
is in the district which the Member-elect or 
incumbent Member represents, and Wash­
ington, Distr-ict of Columbia, for the pur­
pose of accompanying that Member-elect or 
incumbent Member to such caucus or con-
ference. 1 

(b) Each Member-elect (other than an 
incumbent Member reelected to the ensuing 
Congress) who attends a caucus or confer­
ence called under such section 202 (a) shall 
be enti·tled to designate one staff person who 
shall in addition be reimbursed on a per 
diem or other basis for expenses incurred in 
accompanying the Member-elect at the time 
of such caucus or conference for a period not 
to exceed the shorter of the following-

(!) the period beginning with the day be­
fore the designated date upon which such 
caucus or conference is to convene and end· 
ing with the day after the date of the final 
adjournment of such caucus or conference; 
or 

(11) fourteen days. 
SEc. 2. (a) Payments and reimbursements 

to staff persons under the first section of this 
resolution shall be made as provided (with 
respect to staff) in the regulations prescribed 
by the Committee on House Administration 
with respect to tr•avel and other expenses of 
staff. Reimbursements shall be paid on spe­
cial voucher forms prescribed by the Com­
mittee on House Administration. 

(b) Additional funds, if any, for staff al­
lowances and office space for use by Mem­
bers-elect (other than an incumbent Mem­
ber reelected to the ensuing Congress) shall 
be authorized by the Commi·ttee on House 
Administration. 

The resolution was agi'eed to. 
A motion to reconsider was laid on the 

table. 

APPOINTMENT AS MEMBERS OF 
HOUSE OFFICE BUILDING COM­
MISSION 

The SPEAKER. Pursuant to the pro­
visions of 40 U.S.C. 175 and 176, 
the Chair appoints the gentleman 
from Massachusetts, Mr. O'NEILL, and 
the gentleman from Arizona, Mr. 
RHODES, as members of the House Office 
Buildihg Commission to serve with him­
self. 

EXTENDING TIME WITHIN WHICH 
THE PRESIDENT MAY TRANSMIT 
BUDGET MESSAGE AND THE ECO­
NOMIC REPORT TO THE CON­
GRESS 

Mr. MAHON. Mr. Speaker, I ask 
unanimous consent for the immediate 
consideration of the joint resolution 
<H.J. Res. 1) extending the time within 
which the President may transmit the 
Budget Message and the Economic Re­
port to the Congress. 

The Clerk read the title of the joint 
resolution. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Texas? 

Mr. BROWN of Michigan. Mr. 
Speaker, reserving the right to object, 
I would ask that the gentleman from 
Texas explain the necessity for this reso­
lution. 

Mr. MAHON. The resolution would 
give the President additional time in 
which to make his submission of the 
budget to the Congress. The President 
has asked for the additional time to sub­
mit his budget. Under the law he has 
to submit it within 15 days, but this will 
give him a little additional time, until 
February 3. It is a routine kind of thing 
that we have often done before. 

Mr. BROWN of Michigan. If the 
gentleman would further respond, Mr. 
Speaker, the request with respect to the 
report of the Joint Economic Commit­
tee is the same; is that correct? 

Mr. MAHON. The gentleman is cor­
rect and the date would be extended to 
February 4. 

Mr .. BROWN of Michigan. I thank the 
gentleman. 

Mr. Speaker, I withdraw my reserva­
tion of objection. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Texas? 
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There was no objection. 
The Clerk read the joint resolution, 

as follows: 
H.J. REs.1 

Resolved by the Senate ana House oj Rep­
resentatives oj the United States of America 
in Congress Assembled, That (a) notwith­
standing the provisions of section 201 of the 
Act of June 10, 1922, as amended (31 U.S.C. 
11), the President shall transmit to the Con­
gress not Later than February 3, 1975, th'3 
Budget for the Fiscal Year 1976, and (b) not­
withstanding the provisions of section 3 of 
the Act of February 20, 1946, as amended ( 15 
U.S.C. 1022), the President shall transmit 
to the Congress not later than February 4, 
1975, the Economic Report; and (c) not­
withstanding the provisions of clause (3) 
of section 5(b) of the Act of Februnry 20, 
1946 (15 U.S.C. 1024(b)), the Joint Economic 
Committee shall file its report on the Presi­
dent's Economic Report with the House ot 
Representatives and the Senate not l"l.ter 
than March 30, 1975. 

The SPEAKER. The question is on the 
engrossment and third reading of the 
joint resolution. 

The joint resolution was ordered +,o be 
engrossed and read a third time, wa!3 
read the third time and passed, and a 
motion to reconsider was laid on the 
table. 

THE PEOPLE'S CONCERN: THE 
ECONOMY 

<Mr. DE LA GARZA asked and was 
given permission to address the House 
for 1 minute, to revise and extend his 
remarks and include extraneous matter.) 

Mr. DE LA GARZA. Mr. Speaker, like 
other Members I have spent most of the 
past month in my congressional district 
talking with the people I represent here. 
I found, as I have no doubt other Mem­
bers have found, that the people gen­
erally are concerned and deeply worried 
about what the continued downward 
trend of the economy means to them 
individually. Their stories reveal the hu­
man distress that lies behind the dreary 
statistics which darken the pages of our 
newspapers daY. after day. 

The ofilcial figures show that the un­
employment rate rose in December to 
its highest point in 13 years-up to 7.1 
percent of the total labor force from 6.5 
percent in November. The figure is doubt­
less higher now, for massive layoffs of 
workers in a wide variety of industries 
have continued in recent weeks and are 
still continuing, and very unfortunately 
it is always higher than the norm in my 
congression~l district. 

Fewer workers on the job inevitably 
result in lower production in our indus­
trial plants. Nearly half of the firms be­
longing to the National Association of 
Purchasing Management reported de­
clining output in December-the highest 
proportion since 1958. 

New construction contracts are run­
ning 20 percent below those of a year 
ago. Home building is a disaster area, 
although millions of our citizens are in­
adequately housed. 

Prices received by farmers dropped 3 
percent between the middle of Novem­
ber and the middle of December. Beef 
cattle producers are having to slaughter 
calves, because it would cost more to feed 

them to maturity than the price they 
would bring on the market. 

The fishing industry, also of impor­
tance to my South Texas district, is 
threatened with ruin by a combination 
of unrealistically low prices and sky-high 
fuel costs. 

Mr. Speaker, without belaboring the 
point, it is clear that such facts as these 
give evidence that the country is in a 
recession of serious proportions. 

Its gravity is intensified by the further 
fact that overall .living costs have risen 
to a painfully high point. At the same 
time that farmers and cattlemen and 
fishermen face falling prices for the 
fruits of their toil, at the same time that 
millions of men and women are jobless, 
the cost of the necessities of life places 
a heavy burden not only on low-income 
groups but on middle-income groups as 
well. Most family budgets have been 
thrown badly out of kilter during the 
past year. 

Action to turn the economy around is 
essential. And it must come early in this 
session of Congress. 

There is, I feel sure, little or no dis­
agreement among my colleagues about 
this necessity. No doubt there will be dif­
ferences of opinion about what steps 
should be taken and how far they should 
go. It is my hope · and expectation that 
such differences can be resolved equitably 
and without delay. 

In this connection, I have been dis­
turbed by some predictions appearing in 
the press of a coming struggle between 
the Members of Congress and the execu­
tive department to gain partisan credit 
for whatever is done to reverse the down­
ward trend of the economy. I trust that 
events will prove the inaccuracy of such 
forecasts. It would be tragic if efforts to 
end the recession were turned into a con­
test for political advantage. This is not 
a time and should not be the subject for 
competition between the legislative body 
and the administration, or between the 
two political parties. 

It is our country-the country of all 
Americans-that is in trouble. Common­
sense calls for -a determined, cooperative 
effort to tackle the root causes. Political 
considerations of any kind must not be 
permitted to lead to blind opposition or 
blind support of any seriously proposed 
legislative measures. Each one should be 
examined closely to determine if it will 
help to get the necessary job done. 

The President has made known some 
of his plans to bolster the economy and 
to take further steps to deal with the 
energy problem and will present them 
formally to the Congress tomorrow in his 
state of the Union message. House lead­
ers have outlined a program of their 
own. The President's plans and the con­
gressional program are not far apart in 
some respects. I have no doubt that, in 
the best traditions of this body, they will 
receive serious and thoughtful considera­
tion. 

Mr. Speaker, all of us here or nearly 
all are fresh from our constituencies. We 
know that America is confronted with 
problems of the utmost urgency in the 
state of the economy, the energy supply 
shortage, and the resultant exorbitant 

prices for fuel, and the agricultural sec­
tor. I have briefly reviewed the existing 
situation not for the purpose of present­
ing a litany of pessimism, but rather in 
the hope that a clear view of matters as 
they are will lead us to take action-and 
quickly-to make them better. I, for one, 
believe that this will be done. It is a 
course that demands top priority in the 
94th Congress. 

I append as part of my remarks several 
newspaper articles bearing on this sub­
ject: 

[From The Washington Post] 
WHAT To EXPECT OF ECONOMY IN 1975 

(Here are some of the things you can expect 
in 1975:) · 

Unemployment: Rising steadily throughout 
the first half of the year to a peak of about 
8 per cent. 

Taxes: A quick tax cut of at least $10 
billion, and perhaps $20 billlon, to stimulate 
the recession-ridden economy. 

Recession: It will probably "bottom out" 
by the middle of the year, although the im­
provement may not set in for some time after 
that. 

Prices: Nearly all forecasters agree that, by 
historical standards, prices will be rising 
exhorbitantly-but the 6 to 7 per cent ex­
pected increase will be a welcome ·relief from 
"double-digit" inflation. 

Utili ties: Consumers will be getting higher 
monthly bills for electricity, natural gas and 
telephones. 

Interest Rates: Short-term interest rates 
will decline steadily throughout the year but 
long-term rates, such as those charged on 
home mortgages, will not change very much. 

Home Building: Housing construction will 
remain seriously depressed, but most experts 
forecast a slight uptrend by the last several 
months of the year. 

Wages: For those in the population who 
continue to work throughout the recession­
most people-wages should rise 10 to 12 per 
cent. · 
· 011 Prices: No one knows for sure what the 

oil-producing countries will do, except that 
no one thinks they will lower their prices. 
There will be pressure to take controls off 
domestically-produced oil, as well as off natu­
ral gas. Price controls on oil expire the middle 
of the year. 

[From the Washington Star-News, 
Jan. 12, 1975] 

THE 94TH COMES TO TOWN 
If ever there was a national legislature . 

needing strong minds, steady hands and a 
vision of America's destiny, it is the 94th 
Congress that convenes on Tuesday. 

As the 93rd was marked by Watergate, 
the 94th will be measured by how well or 
poorly it handles the related problems of 
energy and the economy. There are many 
other issues to be dealt with, to be sure, but 
none so pressing as the need to pull the 
country out of its economic slump, stem 
inflation and find a key to the energy crisis. 

Unless programs are devised to get pro­
duction lines moving at a brisker pace and 
get customers back in the market place in 
greater numbers-and get it done soon­
this country could slide into a depression 
that could have severe consequences to the 
nation's and the world's social and political 
orders. 

We have no panaceas; indeed, there are 
no instant or easy solutions. But we do know 
that the problems cannot be solved if the 
White House and the Congress go charging 
off in separate directions, if presidential 
politics is allowed to get in the way of the 
national interest, if parochial concerns 
rather than the bigger picture dominate the 
thinking of congressional minds. 
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To a large extent, the economic problems 

will require active manipulation of such 
government strings as taxes, money supply 
and federal spending. If inflation continues 
out of hand, it may require government con­
trols. But another important element in 
combatting the economic malaise is the res­
toration of public confidence, and that re­
quires a display of leadership. If the peo­
ple believe that their offi.cials are concerned 
and are trying, they will feel more secure 
and the task of recovery will be made easier. 

Leadership wlll be needed no less in the 
field of energy and, again, the solution to 
this multi-faceted problem will not rest en­
tirely in statutory restraints on energy use 
or in federal programs to encourage research 
and exploration for new sources. Part of it 
will lie in the ability of federal omcials to 
convince the American people that they 
must alter their life-style somewhat, that 
they must adjust to a world in which fuel 
supplies are growing ever shorter, that they 
must realize that the national economy can­
not stand the continued heavy financial 
drain from high-priced foreign on. 

Unfortunately, leadership is something 
that is not always in plentiful supply on 
Capitol HUl. There are no legislative giants 
these days who can pull together the diver­
gent views and interests of 435 House mem­
bers and 100 senators. There is, however, a 
Democratic party responsibUity to see that 
the members work together for the common 
good. For the 94th Congress, which was 
elected in the aftermath of Watergate and 
during an economic slump, is ove.rwhelm­
ingly Democratic. In this connection, we 
hope that potential or avowed candidates for 
the Democratic presidential nomination will 
curb inclinations to engage in the game of 
one-upsmanship. Presidential fever exerted 
a substantial infiuence on some members 
in the 93d Congress and the temptation to 
play to the crowd wm be even greater as 
the 1976 election approaches. 

As the 94th Congress wm be more Demo­
cratic, so wm it have a more liberal cast. 
That does not mean, necessarily, that it wm 
embark on a binge of costly social legislation, 
for some Oif the new members who carried 
the liberal label made specific campaign 
promises to hold down on new spending 
schemes. But the temptations and the pres­
sures wm be there and it will be up to the 
membe.rs to resist them. 

Likewise they must resist the temptation 
to carve overly large chunks out of the de­
fense budget. The mUitary establishment 
and its budget have long been a target of the 
more liberal elements on Capitol Hill and 
their influence wm be enhanced this year. 
There is some fat in every budget, of course, 
but it would be irresponsibllity of the worst 
sort to cut the muscle and seriously weaken 
this nation's defense posture. 

And while we are in the area of what 
members of Congress should resist, we should 
mention the need to forego excessive atten­
tion to the details of conducting foreign 
policy. We agree with Secretary of State Kis­
singer that some of the actions of the 93d 
Congress impaired the fiexibUity that the 
executive branch must have in the foreign 
arena. 

Lest we dwell too long on the negative 
side, there are many problems in addition 
to the economy and energy that call for posi­
tive action. One of them is tax reform. 
Aside tfrom the probable need of a tax cut 
to give the economy a shot in the arm, there 
has been a long-standing need to eliminate 
loopholes and make the entire tax system 
more fair. 

There also is a need for some kind of na­
tional health insurance. If the huge cost 
of a comprehensive plan is too much of a 
burden in these unsettled times, the Con-

gress ought at least to enact a program to 
take care of the cost of catastrophic illnesses. 

The new Congress should devise a substi­
tute for the welfare mess. It needs to give 
attention to the Social Security system that 
is getting more burdensome on wage earners 
every year. It must bolster programs for aid­
ing localities in building and operating the 
mass transit systems that are vitally needed 
in this tillle of energy crisis. 

There hardly is an end, really, to the tasks 
that await the 94th Congress. The decisions 
that are made on Capitol Hillin the months 
ahead could well determine the fortunes of 
the United States for decades to come. 

[From the New York Times] 
A NEW CONGRESS 

When the 94th Congress convenes this 
week it will continue what has become a 
modern tradition in American Govern­
ment-the sharing of power between a Pres­
ident and a Congress of differing philo­
sophical persuasion. The new Congress with 
its substantially strengthened Democratic 
majority is considerably more liberal than 
the President. But that is nothing new. 

Since President Franklin D. Roosevelt 
lost a working majority in Congress for his 
New Deal program in the midterm election 
of 1938, there have been only two brief 
periods in the succeeding 36 years when a 
Chief Executive and the majority of the 
House and Senate saw eye to eye on major . 
domestic issues. 

This division of power bewilders all but 
the most sophisticated foreigners and often 
worries Americans themselves. But in a 
nation of such size and diversity, this di­
vided authority may represent a reasonable 
balance among contending viewpoints and 
interest groups. In any event, history has 
shown that sharing of power can produce 
effective government. 

Conflict between parties and between 
philosophies is not only normal but neces­
sary. In a free society, politics is the means 
by which problems and ideals are articu­
lated, disagreements expressed, and decisions 
worked out. Those who expect harmony or 
unity to prevail in Washington are expect­
ing what political democracy cannot-and 
indeed, should not-provide. As long as 
the great conversation of self-government 
stays within the bounds of civllity and de­
cisions are reached within a reasonable 
time, the nation can well afford the din and 
clash of angry debate and even some self­
interested partisanship. 

Justice Holmes was fond of remarking: 
"Conflict is the core of life." Cooperation, 
however, 1s also at the center of existence. 
Otherwise, organized national societies would 
hardly be viable. In government, as in other 
spheres of activity, patterns of conflict and 
cooperation evolve. President and Congress 
tend to develop their own. 

It is not yet clear whether President Ford 
intends to stress the ' adversary or the ac­
commodating sides of his relationship with 
Congress. He begins in a posltlon of weak­
ness. He came into omce five months ago 
without a personal mandate from the elec­
torate. During these months he has suffered 
the fastest decline in popularity-from 71 
per cent in August to 42 per cent in Decem­
ber-ever recorded by the Gallup Poll. His 
moral prestige was dimmed by the Nixon 
pardon, while his leadership capacity is now 
being severely tested by the demands of a 
deteriorating economy. 

Congress cannot by itself govern the coun­
try; 1f it were to attempt to do that, it would 
have to choose a committee of its leaders 
to act in its behalf which would be tanta­
mount to parliamentary government in the 
European manner. But Congress can take 

major i:q.itiatives in formulating national 
policy. The nation's three basic labor laws­
the Wagner Act, the Taft-Hartley Act, and 
the Landrum-Griffi.n Act-were drafted on 
Capitol HUl rather than in the Executive. 
The Wilderness Act and several other conser­
vation laws were formulated by members of 
Congress working with public-spirited citi­
zens. Tax laws are usually much more the 
work of Congress than of the Treasury De­
partment. 

Congress and the President can be expected 
to devote most of their attention to a wide 
range of measures to cope with the inflation, 
the recession, and the energy problems. If 
President Ford falters on economic issues, 
Congress 1s sure to substitute its judgment 
for his. In the lively controversies certain to 
develop in the next two years, the public can 
benefit from the competition between the 
two branches. 

The test will be whether the conflict pro­
duces ultimate agreement on constructive 
legislation or dwindles into sterile stalemate. 
The power is shared by President and Con­
gress: so is the responsibUity. 

STRENGTHENING VOCATIONAL 
EDUCATION SYSTEMS 

(Mr. PRESSLER asked and was given 
permission to address the House for 1 
minute, to revise and extend his remarks, 
and include extraneous matter.) 

Mr. PRESSLER. Mr. Speaker, today is 
my first day in the Congress. My first 
effort on the floor of this House is di­
rected toward strengthening our voca­
tional education systems. I do so because 
I believe so strongly in our Nation's need 
to fully utilize the talents and resources 
of our people. For too long we have 
placed too much emphasis on traditional 
college-type education. Our society in­
creasingly places prestige and promi­
nence with the white-collar type of em­
ployment, while it tends to think less of 
blue-collar work. We must change that. 

In that vein I urge your attention and 
positive consideration of what I believe 
will be one of the major pieces of leg­
islation from the 94th Congrses-the vo­
cational education legislation of 1975. 

It is a privilege to be a cosponsor of 
this important legislation with Mr. PER­
KINS of Kentucky and Mr. QuiE of Min­
nesota. 

The readjustment of our educational 
priorities to give greater financial con­
sideration and support to vocational in­
struction will be invaluable for America 
for several reasons. 

With increasing shortages of natural 
resources, we must make the best use­
and reuse-of all materials and all hu­
man skills and talents, which-signifi­
cantly-are primary purposes of voca­
tional education. 

Wilth the present bitter combiillation 
of economic problems facing the N31tion 
and its people-and, it seems, the ever­
growing welfare rolls-a renewal of the 
work ethic can be a major factor in re­
storing our country's fiscal health as well 
as its morale. 

Many persons do not want or need a 
college education or a liberal arts degree; 
but they want to be productive, creative 
members of the community, providing 
for themselves and their families 
through their own efforts. 
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In South Dakota some 25,000 young 
men and women are getting valuable ca­
reer preparation to satisfy their personal 
goals, and, at the same time, contribute 
to the country's long-range prosperity. 

Thanks to more than $1.6 million in 
Federal funds which help support major 
vocational education programs in Wa­
tertown, Sisseton, Webster, Mitchell, and 
Sioux Falls, as well as in Lemmon, Stur­
gis, and Rapid City, this is possible. 

This amendment, introduced by Mr. 
PERKINS, Mr. QUIE, and myself, would 
extend and expand vocational instruc­
tion in South Dakota and across 
America, providing practical skills and 
releasing creative talents in our young 
citizens which will help keep this Nation 
strong and prosperous. 

CONGRESSMAN WHALEN OFFERS 
PLAN TO FIGHT THE RECESSION 
AND CURB INFLATION 
The SPEAKER pro tempore (Mr. DAN­

IELSON). Under a previous order of the 
House, the gentleman from Ohio (Mr. 
WHALEN) is recognized for 10 minutes. 

Mr. WHALEN. Mr. Speaker, I am in­
troducing today a package of bills to 
carry out part of the program which I 
urge be adopted to fight the recession and 
curb inflation. My proposals are: 

First, to amend the Internal Revenue 
Code of 19.54 to increase the amount of 
the personal exemption to $1,000-from 
$750---..Jto increase the amount of the min­
imum and maximum standard deduc­
tions, to lower by 1 percentage point the 
tax rates which apply to the brackets up 
to $28,000, and to increase the amount of 
the investment tax credit from 4 and 7 
percent to 10 percent; , 

Second, to authorize and require the 
President to ration gasoline and diesel 
fuel; 

Third, to amend the Internal Revenue 
Code of 1954 to impose an excise tax on 
every new passenger automobile with re­
spect to its weight; and 

Fourth, to amend the Council on Wage 
and Price Stability Act to authorize the 
establishment of wage and price guide­
lines, to provide the Council with author­
ity to suspend wage and price increases 
for 90 days, to provide subpena power for 
the Council, and to permit it to suspend 
from the Federal bid list for 1 year any 
firm which violates its guidelines. 

I am inserting the statement which I 
released last Wednesday, January 8, 
which outlines my response to the eco­
nomic difficulties now confronting the 
Nation: 

STATEMENT ON THE ECONOMY 

(By CHARLES W. WHALEN, JR.) 

I. INTRODUCTION 

In an October 7, 1974, speech I stated that 
the jobless rate would reach 7 percent and 
unemployment would replace infi.Bition as 
"Public Enemy Number 1". Unfortunately, 
within the short period of three months both 
of these predictions have materialized. 

My concern about the incipient recession 
also prompted me the next day (October 8) 
to reject President Ford's surtax proposal. As 
I observed at the time, "the President is 
suiting us up for the wrong game". Or, in 
the language of academia, in a deepening 
recession a tax increase runs counter to 
sound macroeconomic policy. 

My October statement contained several 
recommendations designed to cope with the 
111s besetting our nation. Several of these al­
rea:dy have been implemented by Congress. 
Others still are worthy of legislative consid­
eration. Yet the swiftness and intensity of 
the current economic decline calls for 
stronger anti-recession palliatives than those 
outlined in my October 7 address. 

Yet in dealing with contracting produc­
tion and increasing unemployment, Congress 
must not overlook the still serious problem 
of inflation. In November, 1974, the Con­
sumer Price Index advanced at an annual 
rate of 12.1 percent. Indeed, the American 
economy can be compared to a cancer victim 
who also suffers from heart disease. Each 
must be diagnosed and treated as a separate 
illness. But, at the same time, the attending 
physicians must be careful not to prescribe 
remedies which, while curing · one ailment, 
unduly aggravate the other. 

It is in keeping with the constraints sug­
gested by the foregoing analogy that I tip­
date my October 7, 1974, paper by offering 
the following "prescriptions". 

U. RECESSION 

A. Cause of growing unemployment 
As I indicated on October 7, "due to in­

flation each citizen, between June 30, 1973, 
and June 30, 1974, experienced a $102 drop in 
real per capita income .... Consumers sim­
ply are less able to buy-by approximately 

. $22.5 b111ion since last year". (Note: later 
figures show that between September 30, 
1973, and September 30, 1974 real per capita 
income declined by $110.) There could be 
only one result: dwindling purchasing power 
leads to reduced production; a reduced pro­
duction generates higher unemployment. 
This sequence is as inevitable as night fol­
lowing day. Thus, it was not surprising when 
last week the Bureau of Labor Statistics re­
vealed that nationwide unemployment had 
soared to 7.1 percent of the country's labor 
force. 

B. Suggested actions 
1. Increase "Take-Home" Pay 

In the light of the preceding facts, it is 
obvious that, in order to stem the current 
economic decline, there must be a restora­
tion of the consumer's ability to buy. This 
can best be done by increasing his take-home 
pay (most of which, in conformance with 
the "marginal · propensity to consume" 
theory, wm be re-spent). Expanding take­
home pay may be accomplished in one of 
two ways ( ol' a combination of the two) . 

First, American employees can press for 
higher wages in 1975. Under present circum­
stances this approach is deficient in two 
respects. (a) A portion of the salary increase 
wlll be diverted to the federal, state, and 
local governments in the form of withheld 
taxes (probably at a higher rate). (b) The 
increased labor costs precipitated by such 
wage boosts inevitably wlll mean higher 
prices, thus negating , the original benefits 
derived from compensation advances. 

Second, personal income tax rates can be 
trimmed. This is the preferable course today. 
A federal tax cut will not add directly to the 
cost of goods and services as would wage 
hikes. Further, there is considerable slack 
in the economy. Industry, in the third quar­
ter, 1974, was operating at 79.4 percent of 
capacity (versus 83.3 percent plant utUiza­
tion during the same period in 1973) . Conse­
quently, with adequate capacity to expand 
output, the economy can absorb a demand 
stimulant without a concomitant increase 
in price levels. · 

I, therefore, propose a $20 billion reduction 
in federal income taxes, effective January 1, 
1975. Specifically, I suggest that: (a) the 
personal exemption be lifted from $750 to 
$1,000 ($9.7 billion); (b) the minimum 
standard deduction be raised from $1,300 to 
$2,000 ($3 btllion); (c) the maximum stand­
ard deduction, now 15 percent or $2,000, be 

increased to 15 percent or $3,000 ($800 mil­
lion); and (d) the rate applicable to each 
taxable income bracket, up to $28,000, be 
lowered by one percentage point ($4 btllion). 

Those in the lower and middle-income 
categories would be the principal benefi­
ciaries of these four revisions. Also these 
reductions would restore most of the real 
per capita income lost by 200,000,000 citizens 
during the past eighteen months. 

Jobs, of course, are created only through 
investment. Increased consumer demand 
spawned by- a tax cut ultimately will result 
in employee callbacks and, hopefully, will 
create a need to expand production facilities. 
The latter will occur, however, only if em­
ployers are in a position to retain sufficient 
receipts to finance the purchase of additional 
buildings, machinery, and inventory. Thus, 
I endorse President Ford's October 8, 1974, 
suggestion that the investment tax credit 
be increased from 7 to 10 percent for industry 
and from 4 to 10 percent for uttlities. For 
the coming year this would mean approx­
imately $2.5 bUlion in tax relief for business 
organizations. In time, however, this break 
would disappear as depreciation and equip­
ment "length-of-life" regulations are tight­
ened by the Internal Revenue Service. 

2. Tax Reform 
As I stated on the House Floor on AprU 11, 

1974, "Tax reform is an idea whose time has 
come". In my speech I delineated a. series 
of proposals aimed at achieving a more 
equitable distribution of the tax burden. Un­
fortunately, the 93d Congress faUed to act 
upon these and similar plans advanced by 
several of my colleagues. 

A "fair" tax code still is essential. There­
fore, any tax reduction ultimately must be 
coupled with tax reform. Enactment of a 
$20 billion tax cut must be completed within 
the next sixty days. This is too short a period, 
however, for Congress to conclude a mean­
ingful tax reform effort. Consequently, any 
tax reduction adopted by the 94th Congress 
should contain a December 31, 1975, expira­
tion date. The reduction then can be made 
permanent when tax equity has been 
attained. 

3. Pinpoint Federal Expenditures 
A two-front fiscal attack is needed to 

counteract the current economic slump. As 
previously noted, tax policy should be util­
ized to expand the consumer's abtlity to 
buy the stock of goods and services poten­
tially available to him. Expenditure programs 
also are required to assist those already vic­
timized by the recession. Fortunately, the 
93d Congress, during its closing days, acted 
decisively in this area. 

(a) Public employment program 
In my October 7 comments I urged that in 

order to combat growing unemployment, a 
portion of the federal budget "be allocated 
to a program of public employment". Ten 
weeks later, on December 18, Congress ap­
proved legislation authorizing $2.5 billion, 
available through December 31, 1975, for a 
new emergency public service jobs program. 
The blll, which the President signed into 
law on December 31, also provides $500 mU­
llan to speed-up labor-intensive federal pub­
lic works projects for areas where the job­
less rate is 6.5 percent or higher. 

(b) Extension of unemployment benefits 
At the same time, unemployment benefits 

were improved under the above-mentioned 
bill and through the Emergency Unemploy­
ment Compensation Act, which I introduced 
on November 26. The latter measure extends 
coverage for up to twenty-six weeks for 12 
mtllion workers not presently eligible for 
unemployment compensation. Availab1llty 
would be triggered if the adjusted national 
unemployment rate averaged 6 percent for 
three consecutive months. Under the former 
proposal, which the President also signed on 
December 31, an additional thirteen weeks 
of assistance would be available to those 
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who have exhausted their regular and ex­
tended benefits (thus making them eligible 
for a total of fifty-two weeks of coverage) . 
This provision becomes effective if the na­
tional insured unemployment rate reaches 
4.5 percent !or three consecutive months or 
if the state insured unemployment rate re­
mains at 4 percent or more !or thirteen 
weeks. 

4. Ease Monetary Policy 
The exercise of monetary policy falls out­

side the purview of Congress. Nevertheless, I 
reiterate my recommendation of October 7 
that Federal Reserve authorities should per­
mit a 6 to 7 percent expansion of the money 
supply in 1975 (the seasonally adjusted 
money stock grew at a.n annual rate of only 
4 percent during the last six months). By 
reverting to a 6-7 percent growth policy 
(which it pursued during the first six months 
of 1974) the Federal Reserve Board of Gov­
ernors will permit further ease in interest 
rates and will accommodate the increased 
borrowing requirements of the federal gov­
ernment necessitated by a $20 blllion tax 
reduction. Incidentally, as was proved after 
the 1964 tax cut, tlie stimulating effect of 
the 1975 reduction will permit recovery of 
this revenue loss within two to three years. 

m. INFLATION 

From the preceding analysis it is apparent 
that the price spiral which commenced a 
decade ago fathered today's recession. I 
observed last October 7 that "as the dis­
parity between price levels and spendable 
'income grows, the more precipitous the 
decline in economic activity". Consequently, 
if Congress' anti-recession tools are to prove 
effective, the root cause of our economic 
malaise must not be neglected. 

True, as noted by the Morgan Guaranty 
Trust Company {The Morgan Guaranty 
Survey, December, 1974), "indications are 
that the recession has finally halted the 
acceleration in final goods prices and that 
price weakness is rapidly becoming the rule 
rather than exception". Illustrative of this 
is yesterday's hint by General Motors and 
Ford that they will reduce new model prices. 
Congress, however, cannot rely solely upon 
softening labor and consumer goods markets 
to solve our inflationary woes. Rather, the 
cooling effects of contracting demand should 
be enhanced by initiation of the following 
five-point legislative package directed toward 
specific inflationary pressure points. 

A. Encourage productivity gains 
During the past six quarters output per 

man-hour has declined. This phenomenon, 
coupled with escalating hourly wages, has 
contributed to growing per unit production 
costs. If labor expenses are to be kept in 
bounds, worker productivity must be im­
proved. In the long-run plant modernization 
must play the major role in achieving this 
objective. This, therefore, is the principal 
reason why Congress should increase the 
tax investment credit for manufacturing and 
utility firms to 10 percent. 

B. Reduce energy costs 
Quadrupled imported crude oil prices, plus 

their "pass through" effect upon wages and 
costs of finished goods and services, ac­
counted for a substantial, but indeterminate, 
percentage of last year's cost of living ad­
vance. Moreover, oil imports added approxi­
mately $25 billion to the debit side of 1974's 
balance of trade ledger. 

If we are to dampen one of the embers 
heating our price structure (and, concur­
rently, lessen our balance of trade burden), 
reduction of energy consumption is essential. 
To this end I advocate the adoption of two 
new programs. 

First, oil and gas rationing should be 
instituted immediately. Inherent in a fuel 
allocation effort are three advantages not 
f~und in the other energy conservation plans 

now being considered. (a) Inasmuch as no 
price increase is mandated, it is not infla­
tionary. (b) It provides certainty in terms of 
quantities consumed. (c) It permits equi­
table distribution based upon demonstrated 
need rather than ability to buy. 

Conversely, I oppose the suggestion that 
an additional 10-cent, 20-cent, or 30-cent 
per gallon gasoline tax be collected at the 
pump. Such a concept contains three weak­
nesses. (a) By raising prices, it fans the 
fiames of inflation. (b) Since the demand for 
oil is substantially less elastic than that of 
other commodities, a price hike offers no 
assurance of any significant curtailment of 
consumption. (c) Ability to buy, rather than 
need, will determine fuel allocation patterns, 
thereby contributing to fuel wastage. 

These same defects are found in the novel 
idea recently advanced by Senator Edward M. 
Brooke (R-Mass.)-a gas tax increase with 
refunds to those earning less than $15,000 per 
year. Further, Senator Brooke's plan would 
create administrative complexities more 
excessive than those attendant to a rationing 
system. 

Second, effective September 1, 1975, a 
graduated weight tax should be imposed on 
all new automobiles. In time this will tend 
to remove the "gas guzzlers" from American 
blghways. 

0. Minimize wage demands 
Whe-n wages are eroded by accelerating 

prices, employees, understandably, seek to 
recapture their lost purchasing power 
through salary increases. Thus, as mentioned 
in the Prudential Economic Forecast for 
1975, prices continued to move upward last 
year, due, in part, to the cost-push pressures 
emanating from the wage "catch-up" process. 

As outlined earlier in this statement, a tax 
reduction would be a less inflationary means 
of "catching-up" than another round of 
wage boosts. This fact should be impressed 
upon United States labor officials by spokes­
me-n for the Executive and Legislative 
branches of the federal government. In offer­
ing to raise employees' take-hon;te pay by 
means of a tax cut, Administration and Con­
gressional leaders should exact, in return, a 
promise from union representatives that wage 
demands in 1975 will be kept to a minimum. 
D. Strengthen the Council on Wage and 

Price Stability 
One of the Administration's best kept 

secrets is the existence of the recently estab­
lished Council on Wage and Price Stab111ty. 
This panel has remained in the rear echelon 
in the "battle" (if that is the appropriate 
word) against higher wages and prices. The 
Council should be encouraged and empow­
ered to take a more active anti-inflationary 
role. 

First, as I recommended on October 7, the 
Council should be permitted to remove from 
the federal bid list those firms whose price 
increases substantially exceed established 
guidelines. 

Second, the Council should be authorized 
to conduct hearings, subpoena witnesses, and 
subpoena records. 

Third, The Council should be granted the 
power to suspend proposed wage and ;or price 
increases for a period not to exceed ninety 
days. 
E. Restrict the growth of Federal expendi­

tures to antirecession measures 
The current wave of inflation began in 

1965 when the Congress was led to believe 
that it could provide both "guns and butter". 
Today we are engaged in another war-a war 
against recession. Any new federal expendi­
ture programs, such as those outlined in Sec­
tion II, should focus on this battle. Adding 
another layer of "butter" should be avoided. 
Thus, while socially desirable, a costly $25-$50 
billion national health insurance plan may 
have to be deferred until current antireces­
sion programs are teminated. Further, as I 

suggested last October, the sheer size of our 
national defense projects, which account for 
29 percent of all federal outlays (including 
transfer payments) marks them as primary 
constriction targets. 

IV. WAGE AND PRICE CONTROLS? 

Should wage and price controls be invoked? 
I cannot be counted among those who are 

unalterably opposed to the imposition of 
wage and prioo restraints on the American 
economy. In fact, I voted on August 15, 1970, 
to give the President the authority to intro­
duce such controls. 

Efficiently administered and vigorouSily en­
forced, wage and price controls can be an ef­
fective short-term anti-inflation weapon. 
This was proved by the success of Phases I 
and II of our most recent wage-price control 
experiment. 

Over longer periods, however, any wage­
price oontrol vehicle becomes encumbered 
with barnacles. It treats the symptoms, not 
the causes, of inflation, thereby merely de­
ferring the "day of reckoning". Lt is costly 
and difficult to administer. It creates disloca­
tions within the economy (although this is 
true, too, of inflation) . The inequities it 1s 
bound to breed ultimrutely destroy citizen 
confidence and support. 

Therefore, wage and price controls should 
be reserved as a "last resort" measure. With 
price pressures abating slightly, with Con­
gressional 'adoption of the aforementioned or 
s1milar anti-inflation proposaJs (including a. 
ninety-day suspension authority), I am re­
luctant to recommend adoption of wage-price 
controls at this time. If, by June, it becomes 
evident that these approaches have not elim­
inated double-digit infiation, then I would 
endorse enactment of stand-by wage, price, 
rent, and profit control legislation. 

V. CONCLUSION 

Repairing the economy is the first order of 
business for the 94th Congress. Consequently, 
on January, 14, the first day of the new ses­
sion, I shall introduce legislation encompas­
sing the recommendations outlined in this 
position paper. 

The swiftness of the nation's economic de­
cline calls for immediate Congressional re­
sponse. Yet the need for haste should be 
tempered with caution. An overdose of anti­
recession serum might prove fatal to the pa­
tient who also is afflicted with inflationitis. 

Whether the twin problems of inflation and 
unemployment can be mitigated by late 1975 
depends upon what Congress does during the 
next sixty days. I will do all within my power 
to respond to this momentous challenge. 

TAX REFORM-SOCIAL SECURITY 
EARNINGS TEST 

The SPEAKER pro tempore. Under a 
previous order of the Hotl!~, the gentle­
man from Alabama <Mr. EDWARDS) is 
recognized for 5 minutes. . 

Mr. EDWARDS of Alabama. Mr. 
Speaker, today I am introducing a bill 
for tax reform. I am not speaking of 
income taxes, but of the earnings test 
applicable to social security benefictaries. 
This provision of the social security law 
in effect imposes a 50-percent tax on 
social security beneficaries whose in­
come from employment excee·ds $2,520 
a year. 

This is perhaps the most inequitable 
provision of the social security law. 

It is inequitable, first, because it denies 
benefits to those who have earned them 
by paying into social security all their 
lives. It is a double affront to fairness, 
that, even as these workers are denied 
their social security benefits, they must 
continue to pay social security taxes on 



40 CONGRESSIONAL RECORD- HOUSE January 14, 1975 

their earning~ven though they 'may 
never receive any benefits. 

Second, it is a very discriminatory tax 
in that it is imposed only on working 
beneficiaries, whether employees or self­
employed. Persons who retire from their 
jobs but continue to have high incomes 
in the form of rents, dividends, interest, 
sales of property, pension or nonearned 
income, are not subject to this tax and 
receive full social security benefits. 

Even among workers, the earnings 
test tax is applied unfairly. Because of 
the way this earnings test is adminis­
tered, certain workers are penalized 
much more than others. Persons such as 
lawyers, entertainers, and accountants 
who are able to earn several thousand 
dollars in a few months and then take 
off the other months, get their full bene­
fits for the months they do not work. On 
the other hand, an aged worker who has 
only the choice of working year around 
or not at all, begins losing social secu­
rity benefits every month once he or she 
earns over $2,520 a year. 

Third, this provision encourages work­
ers to retire when our economy needs 
the output from their labors. These re­
tired workers are then often the object 
of programs we dream up and fund to 
help them fill leisure hours with mean­
ingful activities. Is not this a bit contra­
dictory? 

In addition to older workers, the earn­
ings test applies to young widowed moth­
ers and students as well as others. Does 
it make sense to discourage these per­
sons from working? I think not. 

I would like to remind you that this is 
not just a philosophical argument. This 
provision of law penalizes those who 
work because they have to, to supplement 
their incomes. Even with recent improve­
ments in social security, the latest data 
show that the average social security 
benefit for a retired -worker is only $187 
a month or a little over $2,200 a year. 
This is just above the poverty threshold 
of 1973 and with inflation it is bound 
to be below the 1974 poverty level when 
computed. 

My bill would eliminate the earnings 
test entirely. I believe it is against our 
American philosophy to penalize and 
discourage those who want to, and need 
to work. 

CALL FOR LOBBYING REFORM 
· The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from illinois (Mr. RAILSBACK) is rec­
ognized for 10 minutes. 

Mr. RAILSBACK. Mr. Speaker, Gov­
ernment policy is not made in a vacuum. 
The efforts of organized groups to in­
fluence Government policy are an in­
separable part of the American political 
process. Today, hundreds of interest 
groups attempt to make their views 
known at all levels of government. These 
groups are commercial, industrial, agri­
cultural, labor, racial, ethnic, religious­
virtually every facet of life. Such groups 
often provide valuable information to 
publlc officials which might not other­
wise be available. They inform the legis-

lative and executive branches how vari­
ous Government programs are working, 
what adjustments need to be made, and 
what injustices should be remedied. 

The Constitution safeguards lobbying 
by its guarantee of free speech and as 
an exercise of the right to petition for 
a redress of grievances. Unfortunately, 
this c•onstitutionally guaranteed right 
has in the view of many Americans been 
perverted into a sordid picture of lobby­
ists as "sleazy, under-the-table opera­
tors." Such descriptions are grossly un­
fair to the vast majority of lobbyists. 
But, unless the activities of all lobbyists 
are brought out into the open, the se­
crecy which protects the unsavory con­
duct of a few will condemn the reputa­
tion of all. 

Even the framers of the Constitution 
were well aware of the dangers and po­
tential for corruption that accompanied 
the direct accessibility of diverse inter­
ests to Government officials. James Mad­
ison, writing in the Federalist, set forth 
the importance of divergent groups upon 
Government and the reasons for their 
development. But he also warned that 
special interests must never exert such 
influence as to prevent the development 
of laws insuring the greatest good for 
the greatest number. 

Madison's concern for the "mischief 
of faction" has echoed through the years, 
and the revelations of Watergate pointed 
out recent corruption in the lobbying 
process. Lobbyists for ITT tried to in­
fluence the Government's prosecution of 
an antitrust suit against that company 
with what amounted to secret bribes and 
deals. Lobbyists for the milk producers 
engaged in numerous secret illegal activ­
ities on behalf of their clients. 

Regretfully, such lobbying abuses are 
not new to the legislative process. Be­
tween 1913 and 1946, when the Congress 
passed the Regulation of Lobbying Act, 
there were no fewer than 10 congres­
sional investigJations of alleged lob­
bying abuses. Even more disturbing is 
the fact that since passage of the 1946 
act, we have had at least that many in­
vestigations of alleged improprieties. 

The 1946 Regulation of Lobbying 
Act--the prime law governing lobbying­
was intended originally to ''expose to the 
pitiless light of publicity" the activities 
of lobbyists. It was rooted in the belief 
that we must provide an opportunity for 
representation, but not for manipulation. 
The legislation was designed to bring 
lobbying of Congress out in the open. 
Congressmen would then be able to more 
adequately evaluate the pressures 
brought to bear on them, and the public 
would be a.ble to hold accountable both 
Congressmen and interest groups re­
sponsible for any improprieties in the 
legislative process. The 1946 law seeks to 
accomplish this by requiring individuals 
and groups who lobby Congress to reg­
ister and file statements regarding their 
activities and expenditures. 

But, as the law is presently construed, 
large loopholes exist which allow many 
interests to avoid registering. Under the 
narrow definitions of the law as set 
forth by the Supreme Court, numerous 

organizations do not register as a lobby­
ing group by claiming that lobbying is 
not the "principal purpose" for which 
they collect or receive funds. 

The 1946 act also does not cover lobby­
ing activities unless the Member of Con­
gress is contacted directly by the lobby­
ist. Contacts with members of a congres­
sional staff and much of the "grass­
roots" pressure are thus exempted. 

In addition, there is virtually no en­
forcement of the lobbying law. It does 
not require the Clerk of the House or the 
Secretary of the Senate, to whom re­
ports are presently made, to investigate 
lobby registrations and financial reports 
for truthfulness; nor can they require 
individuals or groups to register as lob­
byists. 

Finally, the 1946 Regulation of Lobby­
ing Act does not cover executive branch 
lobbying. And yet, as we are all aware, 
this type of lobbying does exist, and, as 
the milk fund and ITT cases demon­
strate, abuses can and do occur. 

It may very well be that the existence 
of the current law is worse than no law 
at all. Congressional testimony back in 
1970 showed that there is almost unani­
mous recognition of the failure of the 
1946 Aot. Representatives of the National 
Association of Manufacturers, the Na­
tional Chamber of Commerce, and the 
District of Columbia Bar As.:>ociation 
testified that the law had failed to pre­
vent exploitation of the lobbying process 
to corrupt extremes. 

Reform of the lobby law is desperately 
needed, and a Gomm·on Cause survey has 
shown that an overwhelming majority 
of Members of the House presently favor 
such an effort. In response to a question­
naire distributed to Members of the 
newly elected 94th Congress, 318 of the 
343 responding Congressmen said they 
farored comprehensive disclosure of lob­
bying activities directed at both the Con­
gress and the executive branch. Only 
two of the Members were actually op­
posed to new lobbying legislation. The 
rest were merely undecided at the time 
of the survey. 

Also, last year, seven States passed 
new laws or regulations for lobby dis­
closure-Arizona, California, Kansas, 
Minnesota, Oregon, and, for the first 
time, Idaho and West Virginia. 

I believe such developments are most 
encouraging, and represent the growing 
consensus on the need for lobby reform. 

The legislation I am today introducing 
With my colleague ROBERT KASTENMEIER 
will insure that lobbying rei'orm con­
tinue in an equitable, comprehensive 
manner. "The Public Disclosure of Lob­
bying Act of 1975" is based on the prem­
ise that those who seek to influence pub­
lic policy should, themselves, be open to 
public scrutiny. 

The bill does not in any way prevent 
or limit legitimate lobbying activlties. It 
does not prescri·be what a lobbyist can or 
cannot do. It does not restrict a lobby­
ist's activities. 

Rather, our intent is to do away with 
the elements of secrecy that too often 
dominate lobbying activities. Such se­
crecy in the f'Qlicymaking process under-
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mines accountability and c·ontributes to 
the loss of public confidence in the con­
duct of-government. 

The legislation calls for comprehensive 
disclosure requirements pertaining to the 
activiti-es and finances of lobbyis·ts, of 
those who employ lobbyis·ts, and of those 
who solicit others to lobby. 

The bill defines "the policymaking 
process" as "any action taken by a Fed­
eral officer or employee with respect to 
any bill, resolution, or other measure in 
Congress, or with respeet to any rule, 
adjudication, or other policy matter in 
the executive branch." The bill defines a 
lobbyist as a person who receives income 
or makes a.n expenditure of $250 or more 
for enga.ging in a lobbying activity. And 
the bill defines lobbying as "a communi­
cation or the solicitation or employment 
of another to make a communication 
with a Federal officer or employee in or­
der to influence the policymaking proc­
ess." Specifically exempted are certain 
activities such as appearances before 
congressional committees, and the news 
media in the conduct of their every day 
business. 

The Public Disclosure of Lobbying 
Act will remedy two major f·aults with 
the present law. The definitions of a lob­
byist and lobbying process are broad­
ened, and coverage is extended to include 
t he Executive branch of Government. 

The bill calls for registration and re­
porting requirements not dissimilar from 
the present law. The present statute, 
however, has no provision for maintain­
ing or updating the status of a lobbyist. 
That is, if a person registered as a lobby­
ist 10 years ago, though he has not reg­
istered or made a report since that time, 
he is considered a "registered" lobbyist 
according to the 1946 Act. Our bill sim­
ply states that a lobbyist who has been 
inactive ·for three consecutive quarterly 
filing periods must file a new no·tice of 
representation when he again becomes 
an active lobbyist. 

The bill also requires that lobbyists 
keep records of how much they spend for 
lobbying activities and that they make 
periodic reports of those expenditures. 

To administer the law and monitor the 
activities of lobbyists, the legislation 
would establish an independent Federal 
Lobbying Disclosure Commission. The 
Commission would be responsible for 
making public the identity of lobbyists 
and the persons on whose behalf they are 
acting. 

This Commission, as we envision it, is 
not dissimilar from the Federal Election 
Commission established when the House 
passed the Federal Election Campaign 
Act Amendments of 1974. While that 
Commission is empowered with similar 
responsibilities regarding Federal elec­
tions, the Federal Lobbying Disclosure 
Commission will be concerned with an 
area of policymaking just as vital to 
honest government. 

We also include in our bill a new log­
ging provision. The precedent is already 
there, and the recordkeeping require­
ments are limited to the upper level mem­
bers of the executive branch. However, I 
am currently working with representa­
tives of Common Cause to determine 
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whether additional coverage of this pro­
vision is necessary and desirable. 

Finally, our bill provides for sanctions 
that call for a fine of not more than 
$5,000 or imprisonment of not more than 
2 years, or both, for willful falsification 
of any notice of representation or any 
report. 

The Public Disclosure of Lobbying Act 
of 1975 oo:nrtinues the work of the 93d 
Congress in opening up the system, pro­
viding accountability in our activities, 
and providing needed integrity and con­
fidence in government affairs. 

The House recently took bold steps to 
make our governmental system more ac­
countable and accessible to the public. In 
the last Congress, we decided to open up 
our committee meetings. As a result, in 
1973, only 10 percent of all House hear­
ings and business meetings were closed to 
the public-compared to more than 40 
percent in 1972. 

Also, last session we passed the far­
reaching campaign reform law. Surely, 
we cannot call for explicit reform of the 
elector8J. process, and neglect the need 
for reform in the lobbying process. 

Mr. Speaker, it has been nearly 30 
years since Congress passed legislation 
requiring information about lobbying ac­
tivities. In each of these years, there have 
been questions raised about the ways cer­
tain lobbyists operate, and the present 
law has proved totally incapable of curb­
ing lobbying abuses. The era of Water­
gate eroded America's confidence in our 
system of government, and lobbying ac­
tivities were partially to blame. Now, in 
the aftermath, I am convinced Congress 
can do much to restore :Qublic confldence 
by passing effective and far-reaching 
legislation, such as the lobbying reform 
measure Mr. KAsTENMEIER and I are in­
troducing this afternoon. 

The Public Disclosure of Lobbying Act 
of 1975 is fully supported by Common 
Cause, and has, in the past, been spon­
sored by over 50 House Members. Within 
the next few days, I will solicit additional 
cosponsorship, and will also urge that 
hearings be held on this legislation at 
once. We need lobby reform. 

THE HOMEOWNER'S ENERGY 
CONSERVATION ACT OF 1975 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from Maine (Mr. CoHEN) is recog­
nized for 20 minutes. 

Mr. COHEN. Mr. Speaker, perhaps the 
most alarming and shameful fact to 
emerge from our national energy dialog 
is that as a society, we waste at least 
one-third of the total energy we consume. 
Coincidentally, this figure approximates 
our degree of dependence on foreign oil 
imports-imports thrut have quadrupled 
in price in the past year or so, greatly 
exacerbating our inflationary and reces­
sionary problems. Given the fundamental 
relationship between adequate energy 
supplies at reasonable prices and the eco­
nomic, political, and social well-being of 
the Nation, it is imperative that the cen­
tral focus of any national energy policy 
be on paring the fat from our bloated 
and unbalanced energy budget. In doing 

so, we can achieve the dual goals of re­
ducing our annual rate of energy growth 
and lessening our exposure to the arbi­
trary and irresponsible policies of the 
OPEC cartel. 

The possibilities for achieving a meas­
urable reduction in energy consumption 
in this country are almost endless, with 
the greatest opportunities lying in in­
creasing the efficiency of the automobile 
and the heating and cooling of buildings. 
Americans have been overheating, over­
cooling, and overlighting their residences 
for years, and we are now reaping the 
legacy of our habit of extravagance. In­
efficient residential heating and cooling 
systems and inadequate insulation prac­
tices have played a prominent role in 
perpetuating these excesses. 

As one expert has put it, "most of our 
homes are hea.t sieves." Today, a vast 
amount of heat generated by a home 
heating plant promptly disappears 
through the walls, windows, doors and 
roofs. Although the Federal Housing 
Administration has stiffened the re­
quirements for insulating new houses, 
it is nonetheless true that 90 percent of 
existing homes in this country are seri­
ously deficient with regard to insulation. 
The average uninsulated house with 
1,600 square feet of space wastes about 
700 gallons of fuel oil each year; a par­
tially insulated house waste approxi­
mately 200 gallons. In addition, home 
furnaces today are generally designed 
so that only 70 to 75 percent of the heat 
of combustion is actually used in heat­
ing the home. In operation, however, 
many home heating systems drop far 
below that efficiency level to 335-50 per­
cent. Along with better maintenance, the 
insulation of equipment such as heat 
exchangers and improved ducting can 
do a great deal to restore or even in­
crease the efficiency of the heating plant. 

According to the recently completed 
"Project Independence Report," 

Residential buildings used about 70 per­
cent of the 18.1 quads of the energy con­
sumed by the Household and Commercial 
Sector in 1972. About 72 percent of the 
energy consumed in residential buildings 
(9.0 quads) was used for heating, cooling 
and ventilation. Assuming the number of 
residential units continues to grow by about 
2 percent per year, energy conservation 
measures aimed solely at improving the 
thermal eftlciency of new housing would not 
be effective in reducing overall demand for 
several years. To reduce current demand, 
existing housing must conserve more energy 
through the installation of energy saving 
devices which improve the therma.l eftlciency 
of the residences. This installation, or retro­
fitting, can be effective in saving about 10 
to 20 percent of the energy used in res­
idences. 

A recent survey conducted by the 
Washington Center for Metropolitan 
Studies is instructive with respect to the 
integral relationship between residential 
energy consumption and various socio­
economic fa~tors. Three facts are par­
ticularly enlightening: 

Poor fam!lles spend roughly 15 percent of 
their income on natural gas, electricity and 
gasoline , annually, while lower and middle 
income groups spend 7 percent and 6 per­
cent respectively, and the a:tnuent about 
4 percent. 
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Almost three-quarters of all American sin­
gle family homes have some insulation, al­
though over 50% of the single family homes 
of the poor have no insulation at all. Only 
5 percent of the houses of the affluent have 
no insulation. 

Only 31 percent of the poor have storm 
windows, compared to 63 percent of the "well­
to-do." 

Given the economic inability of many 
poor and middle income homeowners to 
purchase and install insulation devices 
or improve existing heating systems, it is 
obvious that the job will only be accom­
plished if the Federal Government de­
velops incentives to assist these groups. 

In an attempt to meet this pressing 
need and, at the same time, implement 
the recommendations of many energy ex­
perts, I am today introducing two bills 
to provide the individual and corporate 
homeowner with the incentive and ability 
to make energy-saving improvements to 
his home. The first measure amends the 
Internal Revenue Code to permit the in­
dividual a tax credit for 25 percent of 
amounts paid or incurred for the installa­
tion of more effective insulation and 
heating equipment in existing residential 
structures up to $375-$750 in the case of 
a joint return. The bill would be espe­
cially pertinent for relatively minor im­
provements, such as installing storm 
windows and doors, which nevertheless 
can substantially reduce fuel consump­
tion. While the major reward for the 
homeowner would be a savings in fuel 
costs, the tax credit would be a limited 
additional incentive which would also 
recognize the Nation's interest in and 
support for his actions. The importance 
of establishing some positive efforts to en­
courage reduced energy conservation in 
the home cannot be overstated, and the 
cost of this legislation in the long term 
would be more than offset by the benefits 
which would accrue to the Nation as a 
result of decreased energy demand. 

My second measure is addressed pri­
marily to the problem of large-scale ex­
penditures which are often necessary to 
enable efficient heating of older homes 
or homes that are not well constructed. 
Fully insulating a house already built or 
bolstering an existing heating system can 
easily cost hundreds of dollars. Unfor­
tunately, those living in homes needing 
these improvements are again usually 
the ones least able to budget for such a 
major expense. This second bill, there­
fore, establishes a low-interest loan pro­
gram in the Department of Housing and 
Urban Development to provide Federal 
assistance for these expenditures. The 
loans would be for 10 years and would 
carry a 5-percent annual interest rate. 
They would enable the homeowner to 
have the funds at the time of the initial 
expenditure and the resulting reduc­
tions in fuel costs would in most cases 
more than cover the loan payments. Ex­
perts agree that this kind of home im­
provement generally pays for itself in 
reduced operating costs in from 5 to 10 
years. 

In summary, my legislation provides 
homeowners, particularly those with low 
or moderate incomes, with both the 

ability and the incentive to make major 
energy-saving improvements to their 
homes. The ultimate cost to the Govern­
ment would only be the difference be­
tween the subsidized and the standard 
interest rates. In return, the Nation 
would receive a reduction of up to 4 per­
cent in its national energy consumption. 
When viewed in this perspective, the in­
vestment is a very modest one. 

Mr. Speaker, as former Federal Energy 
Administrator Sawhill observed in are­
cent speech, "energy conservation is not 
the latest Federal fad. It is a major na­
tional imperative." Specific policy rec- · 
ommendations and legislative proposals 
for attaining a significant reduction in 
energy use in the United States must re­
ceive the highest priority and the active 
encouragement of each Member of this 
body. Accordingly, I hope that my col­
leagues will join with me in helping the 
homeowner help himself and the country, 
by lending their strong support to these 
badly needed energy conservation 
measures. 

INTRODUCTION OF THE ACCEL­
ERATED CAPITAL FORMATION 
ACT OF 1975 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from Minnesota <Mr. FRENZEL) is 
recognized for 30 minutes. 

Mr. FRENZEL. Mr. Speaker, I rise 
today to introduce the Accelerated Cap­
ital Formation Act of 1975. This is are­
fined version of H.R. 8590 which I intro­
duced in the 93d Congress. 

During the last session a great deal of 
progress in advancing the financing 
method known as ESOP or the employee 
stock ownership plan was made. A pro­
vision for study of the ESOP plan . in 
restructuring the -Penn Central and 
other Northeast and Midwest railroads 
was included as a vital section of the 
Railroad Reorganization Act. In the 
Pension Reform Act, signed into law last 
Labor Day, the ESOP was given special 
recognition as a form of employee bene­
fit that could also be used to attract 
outside financing to meet the capital re­
quirements of an expanding enterprise. 
In the Trade Reform Act companies 
utilizing ESOP will be given special 
preferences in the $1 billion program of 
federally guaranteed loans to com­
panies expanding or locating in areas 
adversely affected by foreign l!ompeti­
tion. There were at least three other 
major pieces of legislation being con­
sidered in the 93d Congress which, 
though they did not reach the floor, 
contained ESOP provisions; these were 
railroad improvement loans, energy de­
velopment and the Pan Am Assistance 
Act. 

Though a great deal of progress has 
been made in recent years many people 
have questioned just what an ESOP 
does. Essentially, under existing law, 
the ESOP makes accessible to all cor­
porate employees the techniques of cor­
porate finance. Without any actual 
cash outlay from corporate employees­
as in conventional employee stock pur-

chase programs-and without any de­
duction in take-home pay or fringe 
benefits an ESOP builds blocks of cor­
porate shares into employee ownership 
while providing moneys necessary for 
capital requirements. It has been used 
to finance corporate expansion, acquire 
new assets, accomplish divestitures or 
spinoffs and finance mergers, et cetera. 

A standard ESOP incorporates a 
deferred compensation trust-tech­
nically a qualified stock bonus trust 
alone or coupled with a money purchase 
pension trust-into the financing proc­
ess itself. In one common technique the 
employees trust borrows funds to invest 
in the employer corporation. This then 
allows the affected employees, subject 
only to the trusts paying off the loan, to 
become beneficial owners of the com­
panies' stock. 

The employer corporation obligates 
itself to make annual payments into the 
trust in amounts sufficient to amortize 
the debt out of tax deductible dollars. 

The tax deduction makes it possible 
for the corporation to build greater 
capital ownership into the employees 
than it could otherwise, and the costs of 
financing its growth is about the same 
as if it conveniently borrowed and re­
paid-as to principal-in after-tax dol­
lars. After the employers stock has been 
paid for in this manner the trust can, 
if desired, be diversified by tax-free ex­
changes of stock for other securities, or 
by a public offering out of trust. 

This ESOP method, simply stated, 
allows greater benefits to the corpora­
tion than common expansion and fi­
nancing techniques and permits the em­
ployee to gain a larger share of the 
organization he serves than conventional 
profit-sharing methods. 

The first known use of ESOP financing, 
pioneered by Louis Kelso, involved an 
employee buy-out of a chain of Cali­
fornia newspapers that was threatened 
with takeover by a major chain in 1956. 
But only in the last few years l:as the 
business world at large become aware of 
this innovation. A number of investment 
banking firms are pioneering this ap­
proach and several major firms have. 
begun to recommend ESOP's to their 
clients. Over 100 corporations have, 
largely in the last year, adopted ESOP's 
including two of our larger electronic 
manufacturers. Many smaller firms and 
several major unions have adopted 
ESOP's. 

In order to facilitate the use of the 
ESOP technique, and thus effectively 
link daily employee performance with 
the growth and operation of a business, 
the bill modifies the Internal Revenue 
Code as follows: 

First, the bill removes the present 
statutory limitation of 25 peliCent of 
covered compensation as the maximum 
amount an employer can contribute to 
a qualified employee s·tock ownership 
plan when such payments are used to 
enable the plan to repay stock acquisi­
tion debt incurred in connection with 
meeting the employer's capital require­
ments. This places the sole limitation on 
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financing contributions on the enter- sharing of ownership among Americans 
prise's capacity to service the debt out of generally. 
cash flow. This reform reduces the cost Fifth, the bill adds to the options of 
of capital growth and transfers in the ESOP participants when distributions 
ownership of corporate assets, while are made when they retire, die, or are 
accelerating the rate at which employees ' otherwise separated from service. Al­
as individuals and as a group can though profit sharing plans are per­
accumulate stock of their employer and mitted to make distributions in many 
other income-yielding assets as a new forms, the Internal Revenue Service has 
and noninflationary form of employee ruled that distribution from an ESOP 
benefit. Although treated as a tax deduc- must be made exclusively in .company 
tion, this change would have the same stock. 
impact as an investment tax credit in Although enabling employees to ac­
terms of encouraging capital spending; cumulate sizable holdings of employer 
however, the investment tax credit in- stock has obvious motivational value, 
creases the concentration of corporate when an employee leaves the company 
ownership while ESOP contributions · and can no longer directly influence the 
correct this economic factor. yield on the company stock accumulated 

This also rechannels corporate prof- in his ESOP account, it is desirable to 
its that would otherwise have gone into provide the departing employee and the 
the corporate income tax base into remaining employees, through their 
productivity increases of the private sec- ESOP, to arrange an exchange for his 
tor, thus generating lower prices for accumulated assets with other income­
consumers, expanded private payrolls, yielding assets or cash of an equivalent 
and a broadening base of taxable per- value. This bill would provide ESOP's the 
sonal incomes and personal estates same flexibility in making distributions 
among productive workers. that is now enjoyed by profit sharing 

Second, the bill provides a tax deduc- plans. 
tion to corporations for the amount of Sixth, the bill permits a repurchase op­
dividends they distribute either directly tion for plans of enterprises that are 
as taxable second incomes on stock held wholly owned by their employees, so that 
in an employee's account or which are stock of departing employees can remain 
used to repay stock acquisition indebted- exclusively held within the employee 
ness of the employees' trust. This provi- group. 
sion also converts taxable corporate in- Seventh, the bill exempts lump sum 
.come into either taxable dividend in- distributions of income-yielding estates 
comes for employees to supplement their derived from an ESOP from any form of 
paychecks or their retirement and social taxation, provided the assets are held to 
security incomes or a more rapid rate of produce a taxable second income for the 
accumulation by employees of individual taxpayer or his beneficiaries. However, 
capital estates for their retirement if the assets are converted into spendable 
security. income and not reinvested within 60 

Third, the bill provides that a qualified days, the uninvested proceeds will be 
employee stock ownership plan and trust taxed as ordinary income, instead of 
shall have the tax characteristics of. a partially at the lower capital gains rate 
charitable organization for purposes of permitted under present law. 
estate, gift, and income taxes. This would Eighth, the bill enables affected par­
encourage affluent taxpayers to make ties to seek advance IRS opinions on 
gifts to qualified trusts in order to re- valuations on stock or other assets ac­
connect the ownership of capital with a quired by an ESOP where the parties to 
broader base of private individuals, a financing transaction which utilizes 
namely productive employees some of · and ESOP would be subject to serious 
whom have contributed to the building risks or penalties if the IRS, upon subse­
of the donor's wealth. Allocations to par- quent audit, disagreed with the valu­
ticipants of the trust would become an ations or other key features of the fi­
immediate source of taxable second in- nancing plan. This is similar to the ":po 
comes-to the extent dividends are action" procedures already instituted by 
passed through the trusts-and a re- the FTC and SEC. 
tirement estate for the employee-bene- Ninth, the bill exempts payments to 
ficiaries and their heirs. On the other an ESOP made for financing purposes 
hand, Government would lose no tax from treatment· as a conventional em­
revenues since such contributions made ployee benefit for purposes of any wage, 
to charitable organizations are already salary, deferred compensation, or other 
exempt from taxation, and profits from employee benefit controls or guidelines 
donated income-producing property are that might be established under execu­
frequently accumulated tax-free within tive order, regulations •. or future eco­
such organizations. nomic stabilization laws at the Federal or 

Fourth, the bill establishes a cutoff State levels. Instead, it would be treated 
on further contributions in behalf of any as any other form of capital spending 
employee when the value of the assets that would have a counterinflationary 
that employee has acquired during his effect. In effect, it offers labor a trade­
.working lifetime through one or more off for wage increases where wage ceil­
ESOP's exceeds $500,000. Such a safe- ings are established. 
guard on excessive accumulations ac- I hope that the members of this body 
quired through tax deductions would be will carefully consider the legislation. I 
especially important in highly capital- am hopeful that further progress can 
intensive industries and would help be made in this session. 
foster more widespread and equitable A copy of the bill follows: 

r_ I 

H.R._: 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

SECTION 1. TITLE.-This Act may be cited 
as the "Accelerated Capital Formation Act of 
1975." 

SEC. 2. PURPOSE.-The purpose of this Act 
is to provide incentives for accelerated fi­
nancing of the formation of U.S. corporate 
capital and to encourage voluntary means 
for broadly diffusing equity ownership 
among employees of U.S. enterprises both (a) 
with respect to existing capital by means 
consistent with the protection of private 
property and (b) with respect to newly 
formed capital by means which extend the 
logic of conventional business finance to cor­
porate employees. 

SEC. 3. AMENDMENT OF INTERNAL REVENUE 
conE.-The Internal Revenue Code of 1954 
is amended by adding the following new Sec­
tion 416 at the end of Subpart B of Part I 
of Subchapter D of Chapter 1: 
SEC. 416.-E:MPLOYEE STOCK OWNERSHIP PLAN 

FINANCING. 
(a) DEFINITIONS. ( 1) "Employee stock 

ownership plans" means a technique of cor­
porate finance described in Section 4975 (e) 
(7) that ut111zes stock bonus plans, or stock 
bonus plans coupled with money purchase 
pension plans, which satisfy the require­
ments of Section 401 (a) and are designed-

• (A) to invest primarily in qualifying em­
ployer securities; 

(B) to meet general financing require­
ments of a corporation, including capital 
growth and transfers in the ownership of 
corporate stock; 

(C) to build into employees beneficial 
ownership of qualifying employer securities; 

(D) to receive loans or other extensions of 
credit to acquire qualifying employer secu­
rities, with such loans and credit secured 
primarily by a commitment by the employer 
to make future payments to the plan in 
amounts sufficient to enable such loans and 
interest thereon to be repaid; and 

(E) to limit the liab1lity of the plan for 
repayment of any such loan to payments 
received from the employer and to qualify­
ing employer securities, and dividends there­
on, acquired with the proceeds of such loan, 
to the extent such loan is not yet repaid. 

( 2) For purposes of this section, the term 
"employer securities" means securities is­
sued by the employer corporation, or by an 
affiliate of such employer. 

(3) For purposes of this section, the term 
"qualifying employer securities" means com­
mon stock, or securities convertible into 
common stock, issued by the employer cor­
poration, or by an affiliate of such employer. 

(b) Special Deductions. (1) In addition to 
the deductions provided under section 404 
(a), there shall be allowed as a deduction to 
an employer the amount of any dividend 
paid by such employer during the taxable 
year with respect to employer securities, 
provided-

( A) such employer securities were held on 
the record date for such dividend by an em­
ployee stock ownership plan; and 

(B) the dividend received by such plan 1s 
distributed, not later than 60 days after the 
close of the plan year in which it 1s received, 
to the employees participating in the plan, 
in accordance with the plan provisions; or 

(C) the dividend received by such plan is 
applied, not later than 60 days after the 
close of the taxable year, to the payment of 
acquisition indebtedness (including inter­
est) incurred by the plan for the purchase 
of qualifying employer securities. 

(2) Notwithstanding the limitations of 
section 404 (a) , there shall be allowed as a 
deduction to an employer the amount of any 
contributions paid on account of a taxable 
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years (as described ·in section 404(a) (6)) to 
an employee stock ownership plan, provided 
such contributions are applied to the pay­
ment of acquisition indebtedness (including 
interest) incurred by the plan for the pur­
chase of qualifying employer securities. 

(3) For purposes of sections 170(b) (1), 
642 (c), 2055 (a), and 2522, a contribution, be­
quest, or similar transfer of employer secu­
rities or other property to an employee stock 
ownership plan shall be deemed a charitable 
contribution to an organization described 
in section 170(b) (1) (A) (vi), provided-

(A) such contribution, bequest, or transfer 
is allocated, pursuant to the terms of such 
plan, to the employees participating under 
the plan in a manner consistent with sec­
tion 401 (a) ( 4); 

(B) no part of such contribution, bequest 
or transfer is allocated under the plan for the 
ben~fit of the taxpayer (or decedent), or any 
person related to the taxpayer (or decedent) 
under the provisions of Section 267 (b) , or 
any other person who owns more than 25% 
in value of any class of outstanding employer 
securities under the provisions of Section 
318(a); and 

(C) such contribution, bequest or transfer 
is made only with the express approval of 
such employee stock ownership plan. 

(c) Treatment of Participants. (1) Quali­
fying employer securi-ties acquired by an 
employee stock ownership plan through ac­
quisition indebtedness incurred by the plan 
in connection with the financing of capital 
requirements of the employer corporation or 
its affiliates must be allocated to the accounts 
of the participating employees to the extent 
that contributions and dividends received by 
the plan are applied to the payment of such 
acquisition indebtedness (including in­
terest) , in accordance with the terms of the 
plan and in a manner consistent with Section 
401(a) (4). 

(2) Upon retirement, death or other sep­
aration from service, an employee participat­
ing under an employee stock ownership plan 
(or his beneficiary, in the event of death) 
wlll be entitled to a distribution of his non­
forfeitable interest under the plan in em­
ployer securities or other investments allo­
cated to his account, in accordance with th~ 
provisions of such plan. If the plan so pro­
vides, the employee (or beneficiary) may elect 
to receive all or a portion of the distribution 
from the plan in-

(A) employer securities, other than quali-
fying employer securities; 

(B) cash; 

or 

(C) a diversified portfolio of securities; 
(D) a non-transferable annuity contract; 

(E) any combination of the above. 
(3) An employee stock ownership plan may 

provide for the required repurchase of quali­
fying employer securities from an individual 
receiving a distribution thereof if all other 
of such outstanding employer securities, 
whether or not acquired through the plan, 
are subject to repurchase from non-employee 
shareholders under similar circumstances. 

(4) Upon receipt of a lump sum distribu­
tion, as described in Section 402(e) (4) (A), 
from an employee stock ownership plan, an 
individual may exclude from gross income 
that part of the distribution which consists 
of employer securities or other assets, if 
income producing, held or reinvested within 
60 days in income producing assets of equiv­
alent value, for the purpose of providing 
the individual with dividends or other forms 
of realized income from such assets. Upon 
subsequent sale or disposition of any em­
ployer securities or other assets distributed 
by an employee stock ownership plan to the 
extent that proceeds realized from such sale 
or disposition are not reinvested within 60 
days in income producing assets, the total 
amount of such proceeds (or the fair market 
value of any such securities or assets that 
are transferred without adequate considera­
tion) shall be treated as ordinary income to 
the tndlvldual. 

(5) An employee receiving a distribution 
under paragraph (b) (1) (B) of this Section 
shall be subject to taxation under Section 
402(a) (1), and the provisions of Section 116 
shall not apply to such distribution. 

(6) A contribution by an employer which 
is deductible under paragraph (b) (2) of this 
Section, or a contribution described in para­
graph (b) (3) of this Section, shall not be 
included in the meaning of annual addition 
under Section 415(c) (2). 

(7) No contribution to an employee stock 
ownership plan may be allocated for the 
benefit of any participant if the value of 
the total accumulation of employer securities 
and other investments under the plan for 
the benefit of that participant equals or 
exceeds $500,000, less the amount of any such 
accumulation for that participant under any 
other employee stock ownership plans. 

(d) Special Provisions. (1) The acquisi­
tion or holding of qualifying employer se­
curities and the incurring of acquisition 
indebtedness by an employee stock owner­
ship plan shall be deemed to satisfy the 
requirements of Section 404(a) (1) of the 
Employee Retirement Income Security Act 
of 1974 provided that-

(A) the requirements of Section 408(b) (3) 
and 408(e) of such Act are satisfied; and 

(B) the same standards of prudence and 
fiduciary responsibllity that corporate man­
agement must exercise with respect to its 
shareholders are satisfied. 

(2) Upon application by an employee stock 
ownership plan, the Secretary of the Treasury 
or his delegate shall issue an advance opinion 
as to whether a proposed transaction ·in­
volving that employee stock ownership plan 
will satisfy all the requirements described 
in paragraph ( 1) of this subsection, and 
any such opinion shall be binding upon the 
Secretary. 

SEc. 4.-Effect of Economic Stabilizatfon.­
Payments by an employer to an employee 
stock ownership plan as defined in Section 
416(a) (1) of the Internal Revenue Code of 
1954, for the purpose of enabling such plan 
to pay acquisition indebtedness incurred for 
the purchase of qualifying employer securi­
ties or other contributions to such plan shall 
not be treatec:t as compensation, fringe bene­
fits or deferred compensation payments for 
the purposes of any laws, executive orders 
or regulations designed to control, establish 
guidelines or otherwise stab111ze employee 
compensation or benefits, but shall be treated 
as the equivalent of debt service payments 
made in the normal course of financing the 
capital requirements of that employer. 

EXTENDING PROVISIONS OF VOT­
. ING RIGHTS ACT OF 1965 
The SPEAKER pro tempore (Mr. 

DANIELSON) . Under a previous order of 
the House, the gentleman from New 
Jersey (Mr. RoDINO) is recognized for 5 
minutes. 

Mr. RODINO. Mr. Speaker, this after­
noon I rise to introduce legislation which 
w111 undoubtedly be among the most im­
portant to be considered by the 94th 
Congress. The legislation proposes to ex­
tend for 10 years those temporary provi­
sions of the Voting Rights Act of 1965, 
which are scheduled to expire in August 
of this year. 

As originally enacted in 1965, the tem­
porary provisions of the act were to be 
effective for only a 5-year period. How­
ever in 1970, the Congress found that the 
job which those provisions were created 
to perform had yet to be accomplished 
and, on the basis of that finding, renewed 
the temporary provisions until August 
1975. I suggest that now in 1975, the ac­
complishment of that job is still far from 

complete. There is no question but that 
those whose rights are protected by the 
temporary provisions of the act cannot 
yet be pointed to as full and active par­
tlcipants in this country's precious elec­
'toral process. Their need for the special 
coverage of the act continues, and we 
cannot ignore that need by allowing those 
provisions to die. 

Many of you will ask "why 10 years, 
why not 5 or at least some lesser num­
ber." My response to those of you is 
simply this: I believe that the voting 
problems which the Voting Rights Act of 
1965 is designed to eliminate have in the 

. past been tremendously underestimated 
by the Congress. I believe that our cal­
culations as to the time it would take to 
bring excluded citizens into full political 
participation were in many respects un­
realistic. The 15th amendment, guaran­
teeing the right to such full participa­
tion, was ratified in 1870, and it is im­
portant that we remain cognizant of the 
fact that, for very many of those nearly 
100 years between t:Q.at ratification and 
the enactment of the Voting Rights Act, 
minority citizens in this country were 
faced with unconstitutional barriers to 
voting of the severest magnitude. While 
.for the earliest covered jurisdictions this 
could mean that they will be subject to 
the act's special provisions for 20 years, 
it is important that we realize that such 
a period is certainly not unreasonable 
when considering the many years of dis­
crimination we are attempting to over­
come. Moreover, as I indicate below, the 
gains yet to be made in those earliest 
covered jurisdictions are quite substan­
tial. 

I also point out to you that section 5, 
one of the most important temporary 
provisions of the act, has only actually 
been implemented since the end of 1971 
and even now there is evidence thaJt 
some jurisdictions have yet to come 
into compliance with that section. Thus, 
we are in effect talking about far less 
than a 20-year period as far as a cru­
cial provision of the act is concerned. 

Another very important factor in 
favor of a 10-year extension is the need 
for the special protections of the act 
during the redistricting and reapportion­
ment which will take place subsequent to 
the 1980 Decennial Gensus. Since 1971, by 
virtue of section 5, the Justice Depart­
ment has objected to at least 57 redis­
tricting plans which have been submitted 
for review by the covered jurisdictions. 
Clearly, such objections indicate that 
section 5 protections, which are described 
in more detail below, ought to be avail­
able through the next period of signifi­
cant redistricting. 

"The legislation which I introduce today 
also establishes a permanent nationwide 
ban on literacy tests and other similar 
devices. In 1970, when the Congress ex­
tended the temporary provisions of the 
original 1965 enactment, it also estab-· 
lished a- temporary nationwide ban on 
such tests and devices, with that tempo­
rary ban also scheduled to expire in Au­
guest of 1975. Now that we have for all 
practical purposes come through this ex­
perimental 5-year period without any 
evidence whatsoever that governments 
have been burdened by the temporary 
suspension, I urge that we now penna-
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nently ban the use of such tests and 
devices. 

At this point, I would like to briefly 
put into some historical perspective the 
legislation which I offer today. As many 
of you may know, the Voting Rights Act 
of 1965 had been hailed by many to be 
the most effective civil rights law ever 
passed. At the time that the act became 
law, blacks in the South-which is one of 
the major sections of the country to 
which the act's temporary provisions ap­
ply-were severely disenfranchised. For 
example, in 1964, only 6. 7 percent of the 
black voting age population of Mississippi 
was registered, compared to 70.2 percent 
of the white voting age population. 

The Congress was faced with reams 
and reams of evidence documenting the 
attempts of State and local election offi­
cials to deprive the South's black citi­
zenry of access to the ballot. Although 
the Congress had attempted to respond 
to the situation in the Civil Rights · Acts 
of 1957, 1960, and 1964, those responses in 
fac~t did not rise to the level of the 
urgency of the need. Because the voting 
rights provisions of those acts still 
placed major reliance on a case-by-case 
litigation approach, the path to achieving 
full voting rights continued to be laden 
with many hours spent in time-consum­
ing litigation, as well as numerous efforts 
on the part of local governments and 
officials to create new barriers to voting 
as old ones were being voided by the 
courts. 

Thus, it was against this backdrop that 
the 89th Congress was to consider the 
Voting Rights Act of 1965. However, any 
look into the past to understand the na­
ture of the circumstances surrounding 
the enactment of this important piece of 
legislation would not be complete unless 
we also focus to some extent on the tragic 
violence which was perpetrated upon 
black marchers in Selma, Ala., on 
March 7, 1965. It was on this day, to 
which some have referred as ''Bloody 
Sunday," that blacks who were attempt­
ing to march from Selma to Montgom­
ery, Ala., in order to dramatize the denial 
of the right to vote, were viciously at­
tacked by State and local law enforce­
ment officers. Describing the incident, 
the London Times of March 9, 1965, 
stated the following: 

At least 67 Negroes were injured, some of 
them seriously, in Selma yesterday when 
state and local la.w enforcement officers 
waded into them with clubs, bullwhips, and 
ropes beneath a. smoke-screen of tear gas as 
they set out for the state capitol of Mont­
gomery as a protest over difficulties in regis­
tering for the vote. 

Mr. John Lewis, the chairman of the stu­
dent non-violent co-ordinating committee, 
was in the hospital today with a possible 
fractured skull, and 17 other Negroes were 
detained with broken arms or legs or other 
injuries. One of Selma's doctors said the 
Good Samaritan Hospital looked last night 
as though there had been a. madera. te dis­
aster, a.nd a hospital official was quoted as 
saying there was a. great deal of pain a.nd 
suffering among the wounded, most of whose 
injuries appeared to be the result of heavy 
blows. 

President Lyndon Baines Johnson, one 
week later, on March 14, 1965, made a 
dramatic appearance before a special 
session of Congress to urge speedy en­
actment of voting rights legislation. Dur-

ing that March 1965 appearance, Presi­
dent Johnson told the Congress that-

The harsh fact is that in many places in 
this country men and women are kept from 
voting simply because they a.re Negroes. No 
law we now have on the books ... can ensure 
the right to vote when local officials a.re 
determined to deny it. 

Approximately 5 months later, on Au­
gust 6, 1965, President Johnson signed 
into law the Voting Rights Act of 1965. 

While some may have already been 
familiar with the events which I have 
just related, I am certain that others 
were not. Today, we are embarking upon 
the consideration of the renewal of a 
piece of legislation that is both real and 
symbolic and it is only when one is made 
to relive the events which led to its en­
actment that the awesomeness of our 
task can be fully appreciated. 

Before going on to discuss in detail 
the facts which unquestionably manifest 
the continued need for the temporary 
provisions of the Voting Rights Act, I 
would first like to describe those various 
provisions of the act and their effect. 
The Voting Rights Act of 1965 is an in­
tricate piece of legislation which embod­
ies both permanent and temporary pro­
visions. The permanent provisions have 
general application while the temporary 
provisions, which are scheduled to ex­
pire in August of this year, have special 
application or special coverage. Among 
those temporary special coverage pro­
visions is section 4. That section provides 
for an automatic formula or "trigger" by 
which certain States or political subdi­
visions are made subject to special rem­
edies afforded by the act. In addition to 
establishing the trigger which deline­
ates those jurisdictions which are spe­
cially covered, section 4 also establishes 
one of the special remedies applicable 
to such jurisdictions; namely, the sus­
pension of literacy tests and similar de-
vices. · 

Section 5 of the act, another tempo­
!'lary provision applicable to the specially 
covered jurisdictions, requires that those 
jurisdictions submit for preclearance to 
the Attorney General or to the U.S. Dis­
trict Court for the District of Columbia 
all changes in "any voting qualification, 
or prerequisite to voting, or standard, 
practice or proqedure with respect to 
voting." In recent years, section 5 has 
become one of the most widely used pro­
visions of the act. That section disallows, 
unless approved by the Attorney General 
or the U.S. District Court for the District 
of Columbia, any changes affecting vot­
ing in the specially covered jurisdictions. 
Theoretically, in this way, there could 
be no change in voting procedures in 
those jurisdictions unless it has been 
demonstrated that those changes would 
not have a discriminatory effect. · 

Also, again in those jurisdictions which 
are specially covered, by virtue of sec­
tions 6 through 9 of the act, the Attorney 
General of the United States is author­
ized to provide for the appointment of 
Federal registrars and poll watchers. 
Federal registrars, also known as exam­
iners, may be sent to covered jurisdic­
tions at the Attorney General's direction 
if the Attorney General has received 20 
meritorious written complaints alleging 
voter discrimination or if the Attorney 

General believes that the appointment of 
examiners is needed to enforce 15th 
amendment rights. It is the duty of Fed­
eral registrars, once assigned, to list those 
persons in the jurisdiction who satisfy 
State voting qualifications which are 
consistent with Federal law. That list is 
sent on a monthly basis to local election 
officials who are to enter the names of 
the listed persons on the official registra­
tion rolls. Federal observers or poll 
watchers may also be appointed in those 
covered jurisdictions which have been 
designated by the Attorney General for 
the appointment of Federal examiners. It 
is also at the request of the Attorney 
General that Federal observers or poll 
watchers are appointed. It is the duty of 
these poll watchers to observe whether 
all eligible persons are allowed to vote 
and whether all ballots are accurately 
counted. 

Thus, one can readily observe that 
those special temporary provisions of the 
act, which are now in danger of perma­
nent extinction unless Congress acts and 
acts quickly, provide what actually 
·amounts to an arsenal of readily avail­
able and potentially highly effective rem­
edies. The automatic trigger or coverage 
creates, in certain areas of the country, 
an automatic ban on the use of literacy 
tests and, with respect to those same 
areas, autb,.orizes the Attorney General 
to review voting changes for potentiallY 
discriminatory impact prior to their ef­
fectiveness and to direct the appointment 
of Federal registrars and poll watchers. 

I should point out here that if the 
legislation which I propose today is en­
acted into law, there will be in effect 
throughout the entire country a perma­
nent nationwide ban on literacy tests. 
Therefore, that aspect of the special cov­
erage arsenal of remedies would no 
longer be of the same significance, since 
it would no longer be only within the 
specially covered jurisdictions that such 
tests would be suspended-since 1970, 
there has, of course, been a 5-year na­
tionwide suspension of such tests-but 
instead it would be throughout the entire 
country that a permanent nationwide 
ban would go into effect. Thus, the total 
effect of the extension legislation which 
I propose would be to create such a 
permanent nationwide test ban and, with 
respect to the specially covered j urisdic­
tions, to continue for an additional 10 
years-until August 1985-the section 5 
preclearance requirement and the At­
torney General's authority to direct the 
appointment of Federal examiners and 
registrars to those covered jurisdictions. 

Having frequently alluded above to 
what have been termed "covered" or 
"specially covered" jurisdictions, it is im­
portant that I now describe how the spe­
cial coverage trigger operates and those 
jurisdictions which it has brought under 
the act's special coverage. Section 4(b) 
of the act, as originally adopted in 1965. 
provided that those States, or political 
subdivisions within States which would 
not be covered as a whole, which used 
a test or device and had less than 50 
percent registration or turnout at the 
time of the Presidential election of 1964 
would be covered. Based on that for­
mula, in 1965 and early 1966. the fol­
lowing were found to be specially cov-
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ered jurisdictions: the entire States of 
Alabama, Alaska, Georgia, Louisiana, 
Mississippi, South Carolina, and Vir­
ginia; 40 of the 100 counties in North 
Carolina; 4 of the 14 counties in Arizona; 
Honolulu County, Hawaii; and Elmore 
County, Idaho. Taking advantage of the 
''bailout" suit provisions of section 4(a) 
of the act, which provide that a jurisdic­
tion can exempt itself from special cov­
erage if, in a request for a declaratory 
ruling, it can convince the District Court 
for the District of Columbia that it has 
not used a test or device in a discrimina­
tory manner for 5-since 1970, 10-
years, the State of Alaska; Wake County, 
N.C.; Elmore County, Idaho; and Nava­
jo, Apache, and Coconino Counties, Ariz., 
sued for and were granted exemption. · 

The Voting Rights Act Amendments 
of 1970 retained special coverage over 
those jurisdictions listed above which 
had not· been exempted and amended 
the trigger to also include those juris­
dictions which used a test or device and 
had less than 50 percent registration or 
turnout at the time of the Presidential 
election of 1968. Therefore, new jurisdic..: 
tions brought under special coverage by 
the 1970 amendments included three 
boroughs of New York City-namely, 
Manhattan, Brooklyn, and the Bronx­
Campbell County, Wyo.; Monterey and 
Yuba Counties in California; and five 
additional counties in Arizona-Cochise, 
Mohave, Pima, Pinal, and Santa Cruz. 
Although exempted after 1965, the fol­
lowing counties were recovered in 1970: 
Elmore County, Idaho, and Apache, Co­
conino, and Navajo Counties in Arizona. 
By virtue of facts only recently brought 
to light, certain New England towns 
have also been covered as well. 

Mr. Speaker, for several reasons I have 
felt it necessary to describe in some de­
tail the operation of the act's trigger 
and the jurisdictions which are thereby 
covered. First, I believe it important for 
the Members of this body to realize and 
understand exactly which areas of the 
country are specially affected by the 
temporary provisions now slated for ex­
piration; and second, I believe that the 
extensive listing in which I have just en­
gaged unquestionably counters those who 
have urged in the past and who will un­
doubtedly urge again that the special 
provisions of the Voting Rights Act of 
1965 amount to regional legislation. 
There is no question but that Congress 
was, indeed, faced with evidence, both 
during the enactment and the renewal 
of the act, which focused on problem 
areas-areas in the South which were 
brought to our attention as having sig­
nificant barriers to voting on account of 
race or color. 

However, especially at the time of the 
1970 amendments, the coverage has 
clearly been broadened to include other 
areas of the country. Therefore, despite 
their frequent urgings to the contrary, 
the Southern States do not shoulder the 
burden alone. Areas in New England, 
New York City, California, and Arizona 
are also subject to section 5 preclearance 
requirements and to Attorney General 

designation for the appointment of Fed­
eral examiners and observers. 

The thrust of my remarks thus far has 
been toward bringing our task into his­
torical perspective and outlining those 
provisions which will be under consider­
ation and how they operate. It is now 
time to turn to the crux or heart of the 
matter-the case for the continued need 
for the special provisions of the Voting 
Rights Act of 1965. As I alluded to ear­
lier, the Voting Rights Act has justifi­
ably been termed by many to be the most 
effective civil rights legislation ever en­
acted. Even though there are those of 
us who believe that the gains which have 
thus far been achieved under that legis­
lation could have been greater, there is 
no denying that the gains have been 
great nevertheless. 

Between the years 1964 and 1972, more 
than 1 million new black voters were 
registered in the seven covered Southern 
States. This represented a percentage in­
crease from about 29 percent to over 56 
percent of eligible blacks registered. Ad­
ditionally, the number of black elected 
officials in those areas has skyrocketed. 
Prior to passage of the Voting Rights 
Act, there were well under 100 black 
elected officials in the covered Southern 
States and as of April 1974, that number 
had increased to 964. Specifically, we can 
further observe that the State of Missis­
sippi, which now has 191 black elected 
officials, has more such officials than all 
other States except Michigan. In short, 
the gains under the act have been un­
deniable and truly significant. 

But, Mr. Speaker, I say to you and to 
the other distinguished Members of this 
body, that there is also no denying that 
the job intended to be accomplished by 
the Voting Rights Act has not yet been 
done. The goals envisioned at the time of 
its enactment and renewal have yet to 
achieve fruition. As Assistant Attorney 
General J. Stanley Pottinger recently 
stated, in turning from arguments 
against extension to those in favor of 
extension-

Some of the gains of the past 10 years are 
more apparent than real. 

For example, of the 191 black Missis­
sippi officeholders, most are located in 
heavily majority black counties or dis­
tricts and only one of those officeholders 
serves in the Mississippi Legislature, 
even though Mississippi has a black vot­
ing age population of 31.4 percent. 

In fact, when one makes a review of 
each and every State, comparing the 
percentage of black elected officials with 
the percentage of black voting age pop­
ulation, I believe that it is of utmost sig­
nificance that the seven Southern States 
covered by the act rank as . the highest 
seven States in terms of having the larg­
est disparity between numbers of black 
officials and numbers of blacks of voting 
age. This, essentially, is the breakdown 
as of April 1974: Alabama had a 23 per­
cent black voting age population, while 
it had only 3.7 percent black elected offi­
cials; Mississippi had a 31.4 percent black 
voting age population with only 4.0 per­
cent black elected officials; North Caro-

lina had a 19.4 percent black voting age 
population with 2.9 percent black elected 
officials; South Carolina had a 26.3 per­
cent black voting age population and had 
only 3.8 percent black elected officials; 
and Virginia had a 16.6 percent black 
voting age population with 1.8 percent 
black elected officials. 

Only one black Representative has 
been elected to serve in Congress from 
among the seven covered Southern 
States. Also, while blacks have, in fact, 
begun to serve in Southern State legis­
latures, county commissions, school 
boards and city councils, in those areas, 
no blacks hold statewide office. 

Additionally, I believe that it is im­
portant to note that, with respect to black 
registration in the seven Southern States 
covered by the act, that job, too, has yet 
a way to go before this body can stand 
by and allow the special provisions of the 
Voting Rights Act to fade away into ex­
tinction. It has been estimated that 
blacks still lag approximately 15 per­
centage points behind whites in terms of 
registration in the South. In 1972 it was 
estimated that there were well dver 2.5 
million blacks still unregistered in all of 
the 11 Southern States. Based on 1971-72 
estimates, the gap in Alabama between 
black and white registration, with the 
white rate, of course, exceeding that of 
the black rate, was 23.6 percentage 
points. Those same estimates indicate 
that in Louisiana, that gap was 20.9 per­
cent and in North Carolina, that gap was 
15.9 percent. Data available through 
1974, indicates that in Louisia.na, blacks 
are still trailing 16 percentage points be­
hind whites in terms of registration and 
in North Carolina, that disparity has in 
fact, increased to 17.8 percent since 1972. 

I should also point out that in Louisi­
ana, as of 1974, of the 64 parishes in that 
State, 36 of those parishes had a 15-per­
cent greater disparity between black and 
white registration, with blacks trailing in 
that count. In some of those 36 parishes, 
blacks were as many as 40 percentage 
points behind whites in registration. In 
North Carolina, data available in 1974 
indicates that of the 39 counties in that 
State covered by the act, in 20 of these 
counties, blacks lagged 15 percent or 
greater behind whites in registration, 
with that disparity in some counties be­
ing more than 30 percent. 

As most have undoubtedly observed, in 
making this analysis of the progress 
achieved under the Voting Rights Act 
and our continued need for the act, I 
have focused on the nature of the gains 
which have been made in the seven 
Southern States which are covered by the 
act. I should note that this has been be­
cause it is those States which are the pri­
mary areas among those earliest covered. 
It is those States which have been sub­
ject to the special provisions of the act 
for the longest period of time. 

Therefore, when we can observe, as I 
believe we have, that even in those long­
est covered areas the need for the act's 
special provisions and protections yet 
persists, there can be no doubt that it is 
now incumbent upon this body to insure 
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that those provisions and protections do 
not cease. . 

In concluding, I find that we have es­
sentially come full circle. We began with 
the tragic violence which marred the 
1965 march from Selma to Montgomery 
and the unbelievable level of disenfran­
chisement which plagued the black citi­
zens living in the South at that time. We 
then shared some hope and rejoicing in 
the passage of the Voting Rights Act and 
the tremendous gains which it has 
wrought. But we wind up at a point 
where a fair and accurate reading of the 
evidence leaves us no choice but to con­
clude that too much rejoicing stt this 
juncture would be none other than pre­
mature. There are no laurels upon which 
we can now rest, for large numbers of 
minority citizens in areas covered by this 
act have yet to be registered. They have 
yet to play a part in sending to the na­
tional and local halls of government 
persons representing their districts and 
regions. 

I urge that we all now take time to 
carefully consider and study the legisla­
tion which I bring before you today. It is 
not the abhorrent monster which un­
justifiably plagues and harasses certain 
regions of the country, as some would 
have us believe. It is simply a tool which 
has worked anrl which hopefully will 
continue to work to insure tha,t in this 
great land of ours no artificial barriers to 
voting will be placed in the paths of our 
minority citizens. Only where all citizens 
have fair and equitable access to the 
ballot, will faith in our governmental 
institutions endure. By urging the pas­
sage of this legislation, I ask only that 
that faith be allowed to survive. 

VOTING RIGHTS EXTENSION LEGIS­
LATION 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from California (Mr. EDWARDS) is 
recognized for 5 minutes. 

Mr. EDWARDS of California. Mr. 
Speaker, I rise this afternoon to speak as 
a cosponsor and supporter of the voting 
rights extension legislation which has 
just been introduced by the distin­
guished chairman of the Committee on 
the Judiciary. Like the chairman, I be­
lieve that there is much left to be accom­
plished by those special temporary pro­
visions of the Voting Rights Act which 
are now slated for expiration during Au­
gust of this year . . 

I was a member of the Committee on 
the Judiciary when that act first became 
law in 1965, and in 1970, I served on the 
subcommittee which considered and held 
hearings on the Voting Rights Act 
amendments. At the time those amend­
ments were under consideration, it was 
felt that the temporary provisions of the 
act had not actually run their full course 
in terms of bringing about the full en­
franchisement of th~ Nation's minorities 
residing in the specially covered jurisdic­
tions. Accordingly, those provisions, then 
scheduled to expire in August of 1970, 
were extended until A:ugust of 1975. 

Again, I find that we are still faced with 
a task that is far from complete. 

The paramount importance of this leg­
islation is unquestioned. It focuses on the 
very heart of what it means to be a citizen 
in this country. The ballot, the right to 
vote, is undoubtedly the most precious 
right which is bestowed upon the Ameri­
can citizenry and, to the extent that there 
may be any abridgement of that right 
because of a citizen's race or color, then 
the very fiber of our democratic process 
is endangered. 

While recently reflecting upon this 
matter within the context of the many 
economic ills which have beset us, it be­
came abundantly clear to me that should 
this body fail to extend the protections 
afforded by the special provisions of the 
Voting Rights Act, we would essentially 
be adding insult to injury where the mi­
nority residents of the covered jurisdic­
tions are concerned. While both minority 
and nonminority residents of those juris­
dictions are undoubtedly suffering from 
the current spiraling rates of unemploy­
ment and inflation, we should all be cog­
nizant of the fact that minority citizens 
as a whole are suffering the greatest. 

With total unemployment in this coun­
try now at an astounding level of over 
7 percent, recent figures indicate that for 
minorities, that figure is an even more 
astounding 12.8 percent. I say this only to 
suggest that these minority citizens, who 
are now suffering the greatest job exclu­
sion, cannot now be subject to a similar 
exclusion at the polls. When their very 
lives and well-being are at stake during 
this severe economic crunch, we simply 
cannot snatch away from them the right 
to choose those who will make the critical 
economic decisions affecting their lives. 
I ask only that we keep these factors in 
mind. 

While the chairman has emphasized in 
this statement the great distance which 
there is yet to go in terms of achieving 
full voting rights for those protected by 
the act's special coverage, I believe it just 
as important to note the terribly fragile 
nature of the gains which have in fact 
already been achieved. The evidence is 
such that it would certainly appear that 
if the temporary provisions of the Voting 
Rights Act are allowed to expire, those 
gains could be swept away as though by a 
whirlwind, that whirlwind of course hav­
ing been helped along by this Congress 
failure to extend those protections which 
the act now provides. 

One of the most important of the tem­
porary provisions of the Voting Rights 
Act is section 5. That section requires 
that in each of the specially covered 
jurisdictions, before any change affect­
ing voting can take place, the change 
must be submitted for approval or pre­
clearance to either the Attorney General 
or the U.S. District Court for the District 
of Columbia. In proposing the change, 
the State or subdivision has the burden 
of demonstrating that· its purpose or ef­
fect is not the denial or abridgement of 
the right to vote on account of race or 
color and, unless that burden is met, the 
change cannot take place. Clearly, the 
significance of this provision and its ef-

fectiveness in terms of preventing lapses 
back into the "old ways'' under the guise 
of new practices or laws, cannot be over­
stated. In short, section 5 is a safeguard 
against new forms of discrimination. 

It is only because of section 5 that 
many minority citizens have been able 
to register, to vote, to not suffer dilution 
of their voting power, and to run for pub­
lic o:tfice. If its protections are now taken 
away, no longer would an Attorney Gen­
eral objection under that section be able 
to prevent those changes relating to vot­
ing which could destroy those gains. As 
judicially interpreted and I believe as 
properly intended by the Congress all 
voting changes, even those which may on 
the surface appear to be quite minimal, 
must be submitted for approval. There­
fore, changes to be submitted include 
such things as changes in districting, 
registration times and places, polling 
places, boundaries, and qualifications 
for o:tfice. 

The most important thing to note with 
respect to section 5 is that the Justice 
Department has in very recent months 
and years, begun to make extensive use 
of' its objection power under that provi­
sion, because it has failed to be convinced 
that certain changes being proposed by 
the covered jurisdictions did not have 
discriminatory purposes or effects. In 
fact, for the calendar year 1974, up 
through the period of November 22, 1974, 
the Justice Department entered 41 ob­
jections opposing changes which had 
been submitted for section 5 review. In 
1973, there were 30 such objections; in 
1972, 50; and in 1971, 56. 

These recent objections have been 
entered against changes ranging from 
moves in polling places, which would 
have placed severe burdens on minority 
residents, to proposed annexations, which 
would have had the effect of diluting mi­
nority voting strength. The objections en­
tered related to proposed changes which 
covered the full range of the spectrum 
and I believe that what we simply can­
not afford to overlook is the fact that 
but for section 5, those potentially dis­
criminatory changes would have gone into 
effect, and the rights of many voters and 
potential voters could have thereby been 
destroyed. It should especially be noted 
that we are not discussing potentially 
discriminatory changes which were ob­
jected to several years ago but insteoo, 
many of the changes involved would have 
actually gone into effect as recently as 
1974. 

Section 5 of the Voting Rights Act is 
still extremely vital. It is still meaningful 
and up until this very day it is still being 
called upon, by those charged with its 
enforcement, to prevent the implemen­
tation of unfair voting practices. Those 
who would suggest that we allow that 
section "to die a natural death" in Au­
gust of this year, have thoroughly mis­
read the current state of affairs. That 
section could only die a natural death if 
it were in the process of dying, of be­
coming defunct. However, section 5 now 
has such vitality that if we were to in 
fact allow its expiration in August, such 
an act would amount to nothing less than 
some form of actionable homicide. 
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Two other important points should be 
made with respect to that provision of the 
Voting Rights Act. First, it was not until 
1971 that the Justice Department began 
applying the proper burden-of-proof 
standard with respect to section 5 sub­
missions, and it was also not until that 
year that the Department for the first 
time adopted regulations for implement­
ing section 5. To allow that provision to 
expire in August would mean that we 
would have essentially offered its protec­
tions for only 4 of the 10 years which 
Congress intended as its duration. 

Second, it is noted that while section 
5 does require the submission of all pro­
posed changes related to voting by the 
covered jurisdictions, there has been 
some indication that certain of the cov­
ered jurisdictions have made such 
changes without making the required 
submissions. Therefore, to the extent 
that we have been able to point to a 
great many benefits flowing from section 
5, despite the apparent failures of all to 
comply, there can be no question but that 
if the act is extended and such failures 
detected and brought into compliance, 
those benefits would increase signifi­
cantly. 

I wish further to point out that there 
has also been a notable amount of re­
cent activity under sections 6 and 8 of 
the Voting Rights Act. Those provisions 
authorize the Attorney General to direct 
the appointment of Federal examiners­
registrars-and observers-poll watch­
ers-to the covered jurisdictions. If those 
jurisdictions are no longer specially cov­
ered by virtue of our failure to amend 
section 4(a) of the act prior to August 
next, then the Attorney General loses 
his authority to direct such appoint­
ments. 

As recently as October 31, 1974, the 
Attorney General has directed the ap­
pointment of Federal examiners or reg­
istrars to a county in the State of Ala­
bama. Also, in 1974, coup.ties in Georgia 
and Mississippi, as well as a parish in 
Louisiana, were designated for exam­
iners. Data on 1974 activity also indicates 
that during that year, 234 Federal ob­
servers were appointed to serve in Ala­
bama, 64 in Georgia, 56 in Louisiana, 
and 76 in Mississippi. 

Thus, much like the situation with 
respect to section 5, sections 6 and 8, 
relative to their special application to 
covered jurisdictions, are far from de­
funct. Therefore, we must not allow their 
special coverage to expire while the con­
tinued need for the services of such Fed­
eral officers is so readily apparent. 

Finally, it is noted that while it would 
appear that physical violence and threats 
against blacks who are active in the po­
litical process have certainly diminished, 
such violence and intimidation has not 
completely disappeared. For example, af­
fidavits on file in currently ongoing Mis­
sissippi court proceedings, make serious 
allegations of telephone threats, harass­
ment, and actual physical violence 
against black candidates and campaign 
workers. These allegations relate to inci­
dents occurring in 1970 and after. There 
are also reports of physical violence hav­
ing been perpetrated against blacks dur-

ing the general election in Humphreys 
County, Miss., on November 2, 1971. A 
black candidate for supervisor in that 
election reported that on election day, 
whites with shotguns were riding around 
on pick-up trucks. Another individual 
described the same incident as follows: 

[T)rucks occupied by armed white men 
hovered about the polls. 

It is my belief that such recent occur­
rences of physical violence and intimida­
tion, fewer in number though they may 
be, should definitely be considered as we 
review the possibility of minority losses 
in those political gains which have thus 
far been made in the covered jurisdic­
tions. Such events should alert us to what 
may be a pervasive desire on the part of 
some residents in those jurisdictions to 
deprive blacks of the votes and offices 
which they have attained. While I cer­
tainly do not intend to blanketly attrib­
ute such ill-will to the many fair-minded 
residents of those areas, I nevertheless 
urge that we simply cannot ignore these 
events as meaningless. For as long as any 
such incidents are taking place in the 
covered areas, I believe that it would be 
utterly reckless for this body to allow the 
special protections of the Voting Rights 
Act to expire. To do so would be to risk 
the many victories and successes of that 
act to which we now point with pride. 

In concluding, Mr. Speaker, I ask only 
that my colleagues take the time to make 
a fair appraisal of the legislation which 
has been introduced today. The issue is 
actually quite simple. Does the need still 
exist for the temporary provisions of the 
Voting Rights Act? I believe that a fair 
reading of the facts which have been put 
before you and of others which will un­
fold as this matter is being considered 
can only lead one to conclude that the ex­
tension proposed today must be passed. 

Thank you. 

THE YOUNGEST POPULIST 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from Texas (Mr. GoNZALEZ) is rec­
ognized for 5 minutes. 

Mr. GONZALEZ. Mr. Speaker, since 
1962 I have had the pleasure of serving 
with my colleague and dean of the Texas 
Democratic Delegation in Congress, 
WRIGHT PATMAN, on the House Banking 
and Currency Committee. He has been 
chairman of that committee since 1963. 

I have always admired Chairman 
PATMAN's great wisdom, his perseverance, 
and his continuing long efforts in behalf 
of the people, but have never felt that 
he has quite yet been given the oppor­
tunity which he should have. 

Therefore, it was very gratifying to 
read in Sunday's Washington Star-News 
an article by consumer advocate Ralph 
Nader which sums up the case for Chair­
man PATMAN quite well. 

I would like to share Mr. Nader's re­
marks with you: 
[From the Washington Star-News, Jan. 12, 

1975] 
THE YOUNGEST POPULIST 

(By Ralph Nader) 
That old Texas populist, Wright Patman, 

has been in Congress for 46 years-longer 

than anyone else in both Houses. He came to 
Washington in March 1929--ra few months 
before the stock market crash that launched 
the depression. 

Unlike other progressives of that period, 
Patman concentrated on money and banks as 
his specialty in the House of Representatives. 

He angered the banks and their powerful 
congressional supporters almost from the day 
he was first elected. Imagine a freshman con­
gressman taking on Treasury Secretary 
Andrew Mellon for practicing like a big bank­
er instead of a public official. The old guard 
on Capitol Hill didn't like to imagine so they 
kept Patman off the Banking Committee 
until the late thirties. This obstruction, in 
turn, kept him from becoming chairman 
unt111963. 

Now for the first time in his steadfast 
career, Patman has a sympathetic Banking 
Committee chairman over in the Senate in 
Sen. William Proxmire, D-Wis. Over and over 
again in the past, the wily bank nemesiS 
would be stymied either because bills he got 
through the House, such as the one last year 
to have the Federal Reserve audited by the 
General Accounting Office, would never get 
through the Senate or because a majority of 
his own bank-indentured committee mem­
bers blocked him. 

In September 1972, Patman wanted to 
launch an investigation into the Watergate 
matter by issuing subpoenas to suspected 
contributors, campaign committees and 
banks to trace the money. All the Republi­
cans and five Democrats on his committee 
joined to block the inquiry. As he has shown 
so often in his career, Patman was right ton 
soon. 

At the mere age of 78, Patman stood on 
the House floor that memorable day in 1972 
to deny Wilbur Mills, for the first time, a 
request for unanimous consent to ram 
through that session's outrageous "Christ­
mas tree" of tax-loophole bills. 

Only Rep. Les Aspin, D-Wis., had the cour­
age to stand with Patman in a move that 
began the downfall of Mills' power in the 
House. 

Whether the lssue deals with consumer 
credit, credit unions, bank mergers, the 
secret power of the Federal Reserve, the bank 
holding company movement or adequate 
credit for housing, Patman remains the 
youngest populist of them all. 

With a more consumer minded committee, 
following the retirement or defeat of several 
big banking allies last November, Patman 
will be permitted more leeway to push for 
fundamental changes in the nation's finan­
cial institutions and the reduction of tax­
payer subsidies to the banks, which have 
totaled many billions of dollars. 

For decades, the hardworking chairman 
of the House Banking Committee has warned 
Americans about the close interlocks be­
tween banks and other corporations, and be­
tween banks and the federal banking agen­
cies that are supposed to regulate them. 

He has made concrete and understandable 
what he means when he says that the peo­
ple's money must be used for the people's 
interests. His audiences understand what 
banking concentration is, when he says that 
the nation has just over 14,000 commercial 
banks, but the 50 largest have more assets 
and deposits than all the rest. 

Ten years ago, Patman arranged for the 
publication of a "Primer on Money" to ed­
ucate citizens about money and the bank­
ing system in clear language. It was dis­
tributed in the tens of thousands and is 
still available free from his office. 

The new Congress ,provides Patman with 
the best climate in years for the lengthy 
menu of hearings and legislative proposals 
that he and his staff have been preparing. 
Unlike so many venerable, status quo-type, 
congressional chairmen, Wright Patman can 
be permitted to view the current session as 
possibly his finest hour. 
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NEW INTERAGENCY COMMITTEE 

ON RESOURCE RECOVERY IS 
FORMED 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from Ohio <Mr. VANIK) is recog­
nized for 5 minutes. 

Mr. VANIK. Mr. Speaker, for some 
time I have been skeptical that the Fed­
eral Government was doing all it could 
to promote resource recovery practices. 
Without a genuine commitment to ma­
terials conservation on the Federal level, 
it is difficult to see how resource recov­
ery can, in fact, become a national goal. 

Specifically, last March 15 I wrote to 
the Administrator of the General Serv­
ices Administration .to recommend the 
establishment of an interagency panel 
to investigate the problems of the recov­
ery and reuse of waste lubricating oil. 
In earlier correspondence with the GSA, 
I discovered that the Agency was un­
aware of the quantities of waste oil gen­
erated by the Federal fleet or even the 
way in which that oil was disposed. At 
the same time, various other agencies 
including the Bureau of Mines in the 
Department of the Interior, the Defense 
Supply Agency, the Department of the 
Army, the Environmental Protection 
Agency, the Federal Energy Administra­
tion in addition to the GSA have been 
conducting research into the waste oil 
problem. 

In response to my inquiry, an in­
formal meeting was called by GSA to 
discuss Federal programs on waste oil 
recovery. As an outgrowth of that meet­
ing, it was agreed that an Interagency 
Committee on Resource Recovery should 
be established to investigate disposal 
problems not only to waste oil but also 
of other potentially valuable materials, 
including scrap tires, metals, paper, and 
other scrap material. 

Recently, GSA Administrator Arthur 
Sampson invited the heads of 14 other 
Federal agencies to participate in this 
interagency committee. I am hopeful 
that the response to this invitation will 
be enthusiastic. In addition, I am op­
timistic that the new Interagency Com­
mittee will aggressively fulfill its 
mandate to improve the Federal Gov­
ernment's efforts of recovering valuable 
resources from waste material. 

Thinking my colleagues may be in­
terested, I am submitting copies of my 
recent correspondence from the GSA 
for the RECORD: 

GENERAL SERVICES ADMINISTRATION, 
Washington, D.O., April 5, 1974. 

Hon. CHARLES A. VANIK, 
House of Representatives, 
Washington, D.O. 

DEAR MR. VANIK: Thank you for your let­
ter of March 15, 1974, suggesting that the 
General Services Administration initiate an 
inter-agency group to study, evaluate and 
make recommendations regarding the Gov­
ernment's waste oil problems. 

We agree that the Federal Government 
has an obligation to demonstrate leadership 
in developing programs for the successful 
reclamation of waste oil, and we believe 
that implementing your suggestion to form 
an inter-agency study group wm provide 
the necessary impetus to launch an effec­
tive approach to the problem. 

In keeping with your suggestion, the Gen­
eral Services Administration will contact 
the other agencies working on waste oil re­
covery and invite them to participate in an 
inter-agency group which Will coordinate 
the Federal Government's waste oil recovery 
efforts. 

We very much appreciate your interest in 
this matter, and will keep you advised of 
our progress. 

Sincerely, 
ARTHUR W. SAMPSON, 

Administrator. 

GENERAL SERVICES ADMINISTRATION, 
Washington, D.O., January 10, 1975. 

Hon. CHARLES A. V ANIK, 
House of Representatives, 
Washington, D.O. 

DEA'R MR. VANIK: We are pleased to ad­
vise you that in response to your sugges­
tion that the General Services Adllli.nistra­
tion initiate an interagency group to study, 
evaluate and make recommendations regard­
ing the Government's waste oil problems, an 

· Interagency Committee on Resource Recov­
ery was established on December 17, 1974. 

The enclosed letter was sent to 13 agen­
cies inviting them to participate on the new 
committee. Following the replies from the 
agencies, the first meeting of the Committee 
will take place in the early part of 1975. Sub­
cOmmittees will then be set up to provide 
advice regarding recovery of resources from 
each of several waste materials, such as 
waste paper, waste oil and scrap tires. 

The Federal Government has a responsi­
bility to take a leadership role in the pro­
teotion of the environment, and we believe 
the resource recovery activities to be coordi­
nated by the Interagency COmmittee Will 
make an important contribution to this ef­
fort. If you have any questions or 1f we can 
be of any other assistance, please let us 
know. 

Sincerely, 
LARRY F. RousH, 

Acting Assistant Administrator. 

GENERAL SERVICES ADMINISTRATION, 
washington, D.O., December 17, 1974. 

Hon. EARL L. BUTZ, 
Secretary of Agriculture, 
Washington, D.O. 

DEAR MR. SEcRETARY: In response to the 
growing public and congressional interest 
in resource recovery, and in recognition of 
the significant impact which increased re­
source recovery can have on our national en­
ergy conservation and environmental pro­
tection efforts, the General Services Admin­
istration is establishing an Interagency 
Committee on Resource Recovery. The Com­
mittee will provide advice regarding a con­
certed Federal effort to improve recovery of 
resources, including energy, from waste ma­
terials. The Committee will coordinate on­
going studies, consider potential areas for 
joint endeavors, and recommend specific 
proposals for improving the Federal Gov­
ernment's resource recovery efforts. 

On June 13, 1974, an informal meeting 
was held at GSA to discuss waste oil recovery 
problems. Representatives from the Federal 
Energy Administration, Environmental Pro­
tection Agency, Defense Supply Agency, De­
partment of the Army, Bureau of Mines, and 
GSA attended. The consensus was that since 
waste oil was but one of many disposal prob­
lems an Interagency Committee on Re­
sour~e Recovery should be established with 
subcommittees formed to deal with waste 
oil, scrap tires, metals, paper, and other scrap 
materials. 

Agencies being invited to participate ini­
tially in the Interagency Committee are listed 
on the enclosure. The Committee Will be 
chaired by the Assistant Commissioner, Of­
fice of Personal Property Disposal, Federal 
Supply Service, GSA. 

We would appreciate your support and the 
participation of your agency in this en­
deavor and invite you to designate a person 
or persons to represent your agency on the 
committee. 

Sincerely, 
ARTHUR F. SAMPSON, 

Administrator. 

INVITED 'PARTICIPANTS: INTERAGENCY COM-
MITTEE ON RESOURCE RECOVERY 

1. Department of Transportation. 
2. Department of the Interior. 
3. Department of Health, Education, and 

Welfare. 
4. Department of Defense. 
5. Department of Agriculture. 
6. Department of Commerce. 
7. Environmental Protection Agency. 
8. Federal Energy Administration. 
9. Federal Trade Commission. 
10. National Academy of Sciences. 
11. u.s. Postal Service. 
12. Water Resources Council. 
13. Atomic Energy Commission. 
14. General Services Administration. 

CANCER AND WOMEN 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen­
tlewoman from Dlinois (Mrs. CoLLINS) is 
recognized for 15 minutes. 

Mrs. COLLINS of Dlinois. Mr. Speaker, 
cancer: The very word strikes terror in 
the hearts of men, women, and children 
everywhere. No one is safe from this 
dread disease. From 1971 through 1974 
it is estimated that almost 1.4 million 
persons died of some form of cancer. 
The American Cancer Society predicts 
that in 1975 another 365,000 persons will 
die because of this disease. We can ex­
pect cancer to claim 1,000 persons per 
day or one person every minute and a 
half. One out of every six deaths in 
America is caused by this ubiquitous 
enemy, cancer. 

Until recently, breast and uterine can­
cer, two of the major killers of women, 
received little or no congressional at­
tention. In the 93d Congress I introduced 
legislation (H.R. 12154) to provide a 
post-mastectomy breast prosthesis as 
part of the items and services covered by 
medicare. I am happy to say that Com­
missioner Cardwell of the Social Security 
Administration has finally relented and 
allowed this coverage. Fortunately, there 
is no longer any need for the reintro­
duction of H.R. 12154. 

Now, uterine cancer demands our at­
tention. One of the tragedies of this type 
of cancer is that it would not prove fatal 
if it were only discovered in time. Many 
years ago, Dr. George Papanicolaou de­
veloped a test--the Pap test--fron. which 
doctors can readily determine whether a 
woman has or is developing cancer of 
the uterus or cervix. Yet, in order to be 
fully effective in combating cancer, the 
Pap test must be given at regUlar in­
tervals. 

After much scientific experimentation, 
the American Cancer Society has been 
able to determine that certain types of 
women can be classified as "high risk" 
for cancer of the uterus or the cervix: 
They are women who are from low-in­
come backgrounds, who have never had 
regular check-ups, who have borne chil­
dren, or who have a history of early sex .. 
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ual intercourse with multiple partners. 
It is these same women who are econom­
ically, educationally, or medically indi­
gent and/or over 65 years of age who are 
the least likely to have had the Pap test. 
Thus, many women who are most in need 
of this test either do not know about it, 
or cannot afford it. 

The American Cancer Society warns 
that there will be 46,000 new cases of 
uterine cancer causing 11,000 deaths in 
1975. Though the 5-year survival rate 
for localized uterine cancer is 82 percent, 
this drops drastically to 44 percent if the 
cancer has spread beyond the uterus be­
fore treatment. The fatality rate will de­
cline if the Pap test is available to all 
women on a regular basis. 

Therefore, today I have introduced 
legislation which will help provide for 
the early detection of uterine and cervix 
cancer by including the Pap test under 
medicare. This legislation was intro­
duced last year by Congresswoman 
GRIFFITHS and Senator BAYH and re­
ceived broad support both in Congress 
and around the country. The need for 
such legislation increases greatly every 
year. I am hopeful that a major effort 
will be made in the 94th Congress to pass 
this legislation and bring the Pap test 
to all women. Many lives are depending 
on us. 

FREEDOM FIGHTERS' MEDICAL 
CARE LEGISLATION REINTRO­
DUCED 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from Illinois <Mr. ANNUNZIO) is 
recognized for 5 minutes. 

Mr. ANNUNZIO. Mr. Speaker, today, 
January 14, the 1st day of the 94th 
Congress, I am reintroducing my bill 
to provide hospital and medical care "o 
members of the armed forces of Poland 
and Czechoslovakia who were allied or 
associated with the United States in 
World War I and World War II. 

During these struggles against tota~­
itarianism, many citizens of Poland and 
Czechoslovakia fought with great cour­
age against nations at war with the 
United States. Many of these veterans 
emigrated to America after the war and 
became citizens who have enriched our 
Nation immeasurably through their tal­
ent and dedication to the ideals of free­
dom. 

This bill gives the recognition of a 
grateful nation to these men of bravery 
in the allied war effort by providing that 
they be eligible for Veterans Administra­
tion medical and hospital benefits on the 
same terms as war veterans of the U.S 
Armed Forces. This bill is limited to per­
sons who have been American citizens for 
at least 10 years and who participated 
in armed conflict with an enemy of the 
United States during World War II while 
serving in the armed forces of Poland 
and Czechoslovakia. Also, they must not 
be entitled to equivalent care or servicea 
provided by a foreign government or 
ally of the United States. 

Passage of these limited benefits is 
supported by the Illinois division of the 
American Legion, the National Council 

of the Veterans of Foreign Wars, the 
82d Airborne Division Association, Inc., 
the lOlst Airborne Division Association, 
and also by the Combined Veterans Asso­
ciation of Dlinois, which embraces the 
following organizations: AMVETS, the 
Catholic War Veterans, the Italian­
American War Veterans, the Jewish Wa,r 
Veterans, the Marine Corps League, the 
Navy Club, the Military Order of the 
Purple Heart, the Paralyzed Veterans of 
America, the Polish Legion of American 
Veterans, the United Spanish-American 
War Veterans, the Veterans of Foreign 
Wars of the United States, and the Vet­
erans of World War I. It is also supported 
by the Service Employees International 
Union, and many other groups and indi­
viduals. 

Mr. Speaker, several Allied countries, 
including Canada, Britain, Australia, 
and New Zealand, have granted full vet­
eran privileges to the Polish veterans 
who settled in their lands. However, the 
United States has not, despite the fact 
that we already provide medical and 
hospital benefits to World War II veter­
ans of the Philippine Armed Forces, even 
if they are not U.S. citizens. Yet, the 
heroic sacrifices that were made by the 
Poles and Czechs who are now American 
citizens were the same as Philippine na­
tionals. 

During the 93d Congress, on August 5, 
1974, this legislation was passed over­
whelmingly by the House of Representa­
tives by a vote of 341 to 40. The bill was 
then referred to the Senate Veterans 
Affairs Committee of which Senator 
VANCE HARTKE of Indiana is the chair­
man, and there it lay for almost five solid 
months, until December 20, when the 93d 
Congress ended and the bill died. 

Mr. Speaker, when we consider this 
long overdue legislation to provide medi­
cal benefits for the few remaining free­
dom fighters who have not yet been over­
taken by the infirmities of old age, we 
must keep in mind the moral aspect and 
the spirit of our laws-a spirit which for 
Americans always has meant recognition 
for sacrifices made in behalf of the 
American cause. This is part of the 
American heritage--and an integral part 
of the thinking of every American from 
the earliest days of the founding of our 
Republic. 

It is this same spirit that is reflected in 
the provisions of my freedom fighters 
medical care legislation and I, therefore, 
strongly urge the support of my col­
leagues for favorable action on this 
crucial bill early in the 94th Congress in 
order that these limited benefits may be 
made available to those men who fought 
so heroically along with the American 
and allied forces during two world con­
flicts for the preservation of our free­
doms. 

The text of my bill follows: 
H.R.-

A blll to amend title 38, United States Code, 
to provide hospital a.nd medical care to 
certain members of the armed forces of 
nations allied or associated with the 
United States in World War I or World 
War II. 
Be it enacted by the Senate and House of 

Representatives of the United States of 

America in Congress assembled, That section 
109 of title 38, United States Code, is amend­
ed by adding at the end thereof the follow­
ing: 

" (c) ( 1) Any person who se·rved during 
World War I or World War II a.s a member 
of a.ny armed force of the Governments of 
Czechoslovakia or Poland and participated 
while so serving in armed conflict with an 
enemy of the United States and has been a. 
citizen of the United States for a.t least ten 
years shall, by virtue of such service, and 
upon satisfactory evidence thereof, be en­
titled to hospital and domiciliary care and 
medical services within the United States 
under chapter 17 of this title to the same 
extent as if such service had been performed 
in the Armed Forces of the United States 
unless such person is entitled to, or would,. 
upon application thereof, be entitled to, 
payment for equivalent care and services 
under a. program established by the foreign 
government concerned for persons who 
served in its armed forces in World War I 
or World War II. 

" ( 2) In order to assist the Administrator 
in making a. determination of proper service 
eligibility under this subsection, each appli­
cant for the benefits thereof shall furnish 
an authenticated certification from the 
French Ministry of Defense or the British 
War Office as to records in either such Office 
which clearly indicate military service of the 
applicant in the Czechoslovakian or Polish 
armed forces and subsequent service in or 
with the armed forces of France or Great 
Britain during the period of World War I or 
World War II.". 

CONSUMER PRICE INDEX FOR THE 
ELDERLY 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from New York <Mr. BINGHAM) is 
recognized for 5 minutes. 

Mr. BINGHAM. Mr. Speaker, today I 
am introducing legislation to create a 
Consumer Price Index for the elderly to 
be used in determining social security 
cost-of-living increases to more accu­
rately meet · inflation's impact on social 
security recipients. 

The CPI is the bellwether for in­
creases in social security benefits. Sec­
tion 215(i) (1) (B) of the Social Security 
Act provides that automatic incr·eases 
shall be determined and paid wher. the 
CPI exceeds 3 percent of the last com­
putation period. 

The need for a CPI for the elderly is 
compelling. The CPI prepared by the 
Bureau of Labor Statistics is a statisti­
cal measure of the changes in the prices 
of goods and services bought by urban 
wage and clerical workers. The index in­
cludes food, clothing, housing, transpor­
tation, health and recreation, and mis­
cellaneous items. 

The problem for senior citizens arises 
from the fact that they spend a larger 
proportion of their income than the aver­
age person for such items as food, hous­
ing, and health, and that it is in these 
three areas that inflation has run espe­
cially rampant. For example, the elderly 
on the average spend 34 percent of their 
income on food, as against 22.4 percent 
for the population as a whole. In the case 
of health, the percentage is 12 percent 
for the elderly, or more than double the 
average. 

The bill I am introducing would make 
two changes in existing law: 
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First, it would require the Secretary 

of Labor, through the Bureau of Labor 
Statistics, to develop a Consumer Price 
Index for the elderly which would ac­
curately reflect the actual increases in 
the cost of goods and services purchased 
by the aged, as opposed to the general 
CPI which is geared to reflect such in­
creases for urban and clerical workers. 

Second, after development, this new 
CPI for the elderly would be utilized to 
determine the annual cost-of-living in­
crease in social security benefits. The 
regular CPI would continue to be com­
puted and in any computation the higher 
of the CPI or the CPI for the elderly 
would ·oe used as the guide for determin­
ing social security benefit increases. 

Only in this way can we reasonably 
.assure social security recipients that 
cost of living benefit increases accurately 
reflect added costs of needed goods and 
services. 

STATE OF THE UNION 
Tr_e SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from New York <Mr. AnnABBO) is 
recognized for 30 minutes. 

Mr. ADDABBO. Mr. Speaker, I would 
like to speak briefly to the Members of 
the House about my personal views of 
the state of the Natior~ as we convene 
for the 94th Congress. 

We shall hear from the President to­
morrow and that speech will provide 
the Congress with the necessary details 
for its deliberations. But those of us 
wbo have been out on the streets of 
America in recent . weeks know only too 
w~ll that our country has serious prob­
lems that must be dealt with as quickly 
as possible. 

Let us make no mistake. The prob­
lems of America today are immense and 
they are complicated beyond belief. 
There are no easy solutions before us. 
There is no guarantee that our party 
has better ideas than their party, or that 
any of us are wise · enough to choose the 
right path. All we can do, those of us 
who have been chosen by the people to 
represent them, is to hope that our best 
instincts prove correct. We can work our­
selves as hard as possible, seek every 
available bit of information before lock­
ing ourselves into a fixed path and we 
can respect other points of view, be­
cause, as we begin, it is just possible 
that they might be right and we may 
be wrong. 

As we look at the economy, we see 
respected economists arguing with each 
other as to the way to correct the 
malaise. As we watch the unemployment 
picture deteriorate, we again see the so­
called experts fighting amongst them­
selves as to its cure. As President Ford 
said last night, our options are very 
limited. 

We who sit in this Chamber are obli­
gated to do the best we can for the peo­
ple we represent. That is all we can do 
in the end. We must try our best, using 
reason rather than passion. 

I would hope that as we debate these 
vital matters in months to come, we can 

eliminate contentiousness and partisan­
ship as much as possible. Our Nation 
needs leadership today, not gamesman­
ship. Now, as to the issues as I see them. 

From what I have seen over the holi­
day recess in my own congressional 
district, the Nation faces no sterner test 
in the coming months than coping with 
the many economic problems that now 
beset the Nation. 

I would hope that the President, when 
he details in his state of the Union 
message his proposals for fighting these 
economic woes, has the gumption to do 
what is necessary to cure them. No mat­
ter how drastic the remedy might be, no 
matter how greatly all of us must suf­
fer, we, the people of this Nation, can 
no longer endure not knowing the full 
extent of our problems. It will be better 
for all of us if the President offers the 
Nation a candid and accurate assess­
ment of our problems and realistic means 
of dealing with them. As the polls would 
indicate the people of this Nation have 
no confidence in being fed pap simply 
because of the bad taste of the medi­
cine. Let us have the worst put out 
where we can analyze it. Then we shall 
know how to deal with it. 

As the President indicated in his 
speech last night, the role of Congress 
will be greatly expanded this year and 
next. I firmly believe the Congress has 
the obligation to act boldly and respon­
sibly, whether it be in agreement with, 
or in opp<i>sition to, the proposals set 
forth by the President. No longer is it a 
simple case of partisan politics: it can 
literally become a matter of the Na­
tion's survival as the most important 
free Nation in the world. 

My own views I will present here in 
capsule form, a preview of legislation I 
will sponsor and support in the coming 
year. Some proposals are supported by 
the Democratic task force; others are 
not. No matter which, the following pro­
posals are ones I believe are needed to 
relieve the plight of the people, even 
if their passage would cause us as citizens 
some difficulties in continuing life as we 
have known it up to now. 

Our first priority is the question of the 
oil crisis. Our Nation is being strangled 
to death by the oil-producing nations and 
though our options are limited, we must 
respond immediately. 

It would be insane, and self-defeating 
as well, to contemplate military action 
against the oil-producing nations. That 
leaves as our best available option the 
decision to cut our national dependence 
on imported oil supplies. 

We have adequate supplies of oil within 
this Nation if we will only cut our an­
nual consumption of oil to live within 
our means. The Federal Government 
must see to it that those limitations are 
not breached and I call upon the Presi­
dent to make that his first priority in 
the new year. 

I propose massive Federal subsidies for 
all forms of mass transit, including buses, 
trains, and airplanes, so that f&.ies can 
be forced downward as an attractive al­
ternative to driving. I urge passage of 
legislation early this year which would 
mandate that all future automobiles sold 

in this Nation get a minimum of 20 miles 
to the gallon of gasoline. 

I recommend that the use of neon signs 
be strongly curtailed in daytime hours 
and after 10 p.m. at night. I propose that 
all exportation of petroleum products be 
banned until the crisis .is over, especially 
by the military. I propose that a thorough 
investigation of all utility rates be under­
taken by the Federal Government, to be 
followed by a freeze on further rate 
hikes, or a reduction in rates if the in­
vestigation so deems. 

I propose toemandate that the Federal 
Government use its full power to investi­
gate business and industry to determine 
unfair and monopolistic practices, and to 
prosecute where it is needed. I propose 
forbidding any major exportation of 
foodstuffs which would have any bearing 
on increasing domestic food supplies. 
Along that line, I recommend that all 
farm subsidies be ended, to be replaced 
with an agriqulture policy which would 
call for full utilization of every available 
acre of farmland and provide incentives 
to farmers to increase their annual yield, 
particularly of grains. I urge legislation 
that would require oil companies to divert 
adequate supplies of raw petroleum prod­
ucts toward fertilizer production to be 
made available to all farmers at a reason­
able cost. 

I seek specific legislation from the Con­
gress as early as possible to beef up the 
money available through the Small Busi­
ness Administration for the Nation's 
small businesses so they can expand their 
operations and work force, rather than 
let it shrink as most are now doing. 

I propose a substantial tax cut and 
meaningful tax reform in the next few 
months, each of which it appears Con­
gress will act upon~ There is no question 
that the Congress must end tax loopholes. 

I favor legislation to force the Federal 
Reserve Board to lower interest rates in 
order to stimulate housing construction, 
a move that would provide employment 
and decent shelter for millions of 
Americans. 

I favor passage of a comprehensive na· 
tiona! health insurance bill so that no 
American faces financial disaster due to 
the catastrophic costs of medical care. 

And finally, I favor an exhaustive 
overview of all Federal programs so that 
antiquated or unnecessary programs can 
be eliminated. We must make every dol­
lar count in our Federal spending over 
the next few years. We must maintain an 
adequate defense posture and we must 
provide money for education and social 
programs which in this day and age are 
equally as necessary and we must re­
move from the Federal payroll people 
with frivolous functions such as studies 
of the habits of vague insects, or those 
whose office ceased to effectively function 
years ago. 

We must judiciously cut our military 
spending and I will say at this time I am 
not pleased at all with the proposed 
military budget that will be transmitted 
to the Congress by the President. · 

I must also say to the House that this 
Nation can no longer afford the over­
whelming expense of the all-volunteer 
Army. Singlehandedly, it has shot up cost 
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of the military budget by an alarming 
:figure and it will grow like a cancer each 
and every year unless we reduce the 
amenities now provided. 

All of this, and more, must be passed 
by the Congress in months to come. Much 
of what I have talked about today will 
be introduced in legislation in my name 
or by my action. If others come up, with­
in committees on which I serve, with 
better proposals, or bills that stand a 
better chance of passing promptly, I will 
not hesitate to support those measures. 

If the President's l)roposals are ade­
quate to combat our problems, I will 
gladly support his idea. If they are inade­
quate, by my sights at least, I will not 
hesitate to modify them for better, as I 
see it. 

We can no longer afford to sit back as 
a Congress and wait for the President and 
his administration to act. We have mil­
lions of people unemployed, and public 
service jobs we have provided can only 
help so many for so long.· We must in­
sure that the Nation's free enterprise 
system begins to function again as we 
know it can. 

We are not so desperate that we will 
trade the gains in ecology and consumer­
ism for additional production. We must 
maintain the strides we have ·made while 
providing the means for legitimate bus­
inessmen to be able to see a fair and 
equitable chance of redeeming their in­
vestments with a profit. We want busi­
nesses to grow so that today's workers 
and the new crop that comes from our 
schools each year can find decent and 
meaningful employment. 

We have much to do and little time in 
which to do it. So I would hope that we 
will not waste time in meaningless 
wrangling, but get down to the work that 
we know has to be done. I am ready to 
proceed and I know that my colleagues 
on both sides of the aisle are ready to 
move, as well. Thank you. 

RECOMPUTATION OF MILITARY 
RETffiED PAY 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from California (Mr. ANDERSON) is 
recognized for 5 minutes. 

Mr. ANDERSON of California. Mr. 
Speaker, I am today reintroducing legis­
lation to provide for the recomputation 
of military retired pay. I have sponsored 
recomputation legislation in the three 
preceding Congresses, and I regret that 
the House of Representatives has not yet 
acted on this important issue. 

In the past, I have supported full re­
computation of military retired pay-a 
return to the previous system of basing 
retired pay on active duty pay scales. I 
still believe in that principle. However, 
today I have reintroduced a compromise 
proposal-a one-time recomputation of 
military retired pay. Such a measure has 
been adopted by the Senate; and the ma­
jor military organizations, active duty 
and retired, have agreed to accept a 

"one-shot" recomputation as the final 
resolution of this question. 

In brief, this legislation would provide 
a one-time recomputation of military re­
tired pay, based on the rates of pay in 
effect on January 1, 1972. Any future in­
creases in retired pay would be based 
on the Consumer Price Index. There 
would be immediate recomputation for 
disability retirees with a rating of 30 per-

. cent or more, and for retirees who are 60 
years of age or older. For the remaining 
present retirees, recomputation would 
occur when they reached age 60, and it 
would be based on the January 1, 1972, 
pay scales with any subsequent cost of­
living raises. Pre-1949 disability retirees 
would have the option to remain under 
the current retirement laws or to come 
under this legislation, at their actual de­
gree of disability. 

The principle of recomputing military 
retired pay based on active duty pay was 
incorporated in the American Military 
Retired Pay System from the time of the 
Civil War to 1958, with short exceptions. 
All military personnel who served before 
June 1, 1958, did so with the expecta­
tion that this principle would continue 
to be followed. It is quite likely that the 
recomputation feature of the retirement 
system was largely responsible for the 
decision of .many to make the military 
a career. 

Although there was no signed contract 
with the U.S. Government promising 
that this system would be continued after 
service was completed, there certainly 
was a moral obligation on the part of 
the Government not to reduce the en­
titlement after it was earned. 

The hundreds of thousands of retired 
career personnel, both Regular and Re­
serve, who served in several wars be­
lieved that their Government would con­
tinue to honor that obligation by pre­
serving their entitlement to those rights 
earned under laws existing during their 
active service. Repeated governmental 
statements concerning the matter 
strengthened this belief. 

However, in 1958, Congress abandoned 
the recomputation principle and substi­
tuted an across-the-board 6-percent in­
crease for retired personnel. In 1963, 
Congress offered a one-time recomputa­
tion to those who were retired prior to 
the 1958 changes, or a 5-percent cost-of­
living increase, whichever was greater. 
The cost-of-living system of adjusting 
retired pay is in effect today. 

Although changes have been made in 
the system in an effort to protect the 
retiree from the rapid rate of inflation, 
they have not done so. The average re­
tiree's pay has increased by 93.9 percent 
since 1958, while active duty pay has in­
creased by 180.3 percent during the same 
period. A tremendous gap in retired pay 
has grown between the retirees of the 
same grade and years of service, depend­
ing upon when they retired. 

Many of the lower grade retirees who 
served their country well for 20 or 30 
years through two or three wars are in 

dire straits. They served at times when 
pay scales were very low and raises few 
and far between. Their retired pay is 
small, they pay taxes on it, and end up 
with less than what many people get who 
never did anything for their country, 
who will not work, who pay no taxes, and 
who live off other peop!e's money. 

The many retired military men and 
women who have served our country, and 
who have given of their minds, bodies 
and years-none of which can be re­
placed-certainly deserve no less than 
equity in their retired pay. Full recom­
putation would best provide such equity. 
But the _ one-time recomputation I am 
introducing today would go a long way 
toward making restitution for the Gov­
ernment's breach of faith in 1958 when 
the traditional military retirement for­
mula was changed. 

THE LATE MARVIN M. KARPATKIN 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from New York <Mr. RANGEL) is 
recognized for 5 minutes. 

Mr. RANGEL. Mr. Speaker, in the mid­
dle of the :flurry of activity surrounding 
the opening of the 94th Congress, I must 
take this opportunity to announce with 
deep regret the death of one of the Na­
tion's most prominent civil libertarians. 
Marvin M. Karpatkin died Monday while 
jogging outside his home on Riverside 
Drive in New York. 

A graduate of Brooklyn College in 
1949 and Yale Law School in 1952, Mar­
vin formed a law firm in New York with 
his wife. This firm was concerned chiefty 
with representing those young men who 
sought legal counsel in their dealings 
with the Selective Service. He was always 
willing to represent all those who for 
whatever reason were conscientiously 
opposed to participating in military op­
erations. Several times he appeared be­
fore the Supreme Court to argue that 
these young men should be allowed to ex­
ercise their constitutional rights with 
regard to the military. . 

His concern for seeing that individuals 
are allowed to freely and without inter­
ference exercise their civil liberties ex­
tended over the blacks' struggle to 
achieve equality. In the early 1960's 
when the civil rights cause needed all 
the allies it could possibly get, Marvin 
Karpa.tkin made the trip to Mississippi 
to defend the civil liberties of black peo­
ple in the face of much tension. The as­
sistance he proyided in terms of legal ex­
pertise and the moral commitment to the 
cause of justice which his actions dem­
onstrated will long be remembered with­
in the black community. 

At a time when lawyers have had to 
defend their integrity in the light of re­
cent actions taken by other lawyers who 
were sworn to uphold and enforce the 
laws, Marvin Karpatkin was a sterling 
example of what all those lawyers should 
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have been. His presence in and out of the 
courtroom will be most definitely missed. 
I take this opportunity to extend my very 
heartfelt sympathy to his wife, Rhoda, 
and their three children. 

COMPREHENSIVE CmLD DEVELOP­
MENT ACT 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from New York (Mr. OTTINGER) is 
recognized for 5 minutes. 

Mr. OTTINGER. Mr. Speaker, I am 
introducing legislation today which is 
known as the Comprehensive Child De­
velopment Act of 1975. Our former col­
league and my predecessor, Representa­
tive Ogden Reid, labored long and hard 
for the passage of this bill. Mr. Reid, 
during the 92d Congress, finally achieved 
his goal of passage by the Congress, but 
his efforts were stymied by former Pres­
ident Nixon, who vetoed the Reid bill. 

This bill is designed to strengthen fam­
ily life in America and to insure that 
parents are entered into a partnership 
with State, local, and Federal Govern­
ment in the task of providing quality day 
care, educational development, and a 
stimulating and healthy environment 
for millions of children in the Nation to­
day who need these services. 

For those children, only the kind of 
care and development proposed by day 
care advocates across the country for 
years will help the youth of America 
grow to adulthood as fine citizens of the 
United States. It is these goals to which 
my bill addresses itself. 

This legislation is of supreme impor­
tance, not only to my constituents or to 
the people of New York State, but to 
families across the Nation. Nothing is 
more important to the well-being of 
America than the strength of the family 
unit and it is thus my hope that my col­
leagues will join me in supporting the 
Comprehensive Child Development Act 
of 1975. 

MALPRACTICE CRISIS AND MEDI­
CARE 

The SPEAKER pro tempore. Under a 
previous order or' the House, the gentle­
man from Tilinois (Mr. ROSTENKOWSKI) 
is recognized for 5 minutes. 

Mr. ROSTENKOWSKI. Mr. Speaker, 
I have today introduced legislation which 
would deal with two related problems. 
The first problem is the rapidly worsen­
ing crisis in malpractice insurance . as it 
affects our physicians and hospitals and 
their patients. 

This is a problem which most Ameri­
cans have probably not yet even heard of, 
but which nonetheless is beginning to 
threaten the stability of the entire health 
care system. The problem of medical 
malpractice claims and the soaring costs 
of the medical malpractice insurance 
that doctors and hospitals must pay if 
they are to continue to render care is 
worsening much faster than was thought 
possible only a few months ago. The 
vastly increased costs for such insurance 

ultimately must be met through charges 
to patients and to medicare and the other 
programs paying for the costs of health 
care. 

But the problem is even more severe 
than that. Not only are malpractice in­
surance premiums rising dramatically, 
but in addition, doctors in some localities 
are facing the prospect of being unable 
to obtain insurance at any price. The 
companies that provide this insurance 
consider malpractice a risky, uncertain 
area. It represents only a small propor­
tion of their business in many cases. 
Where State insurance commissioners 
will not allow premiums to rise by the 
major amounts these companies believe 
to be needed, they more and more are 
just saying that they will withdraw from 
the market. In a number of States-of 
which a few are California, Michigan, 
and Maryland-the problem is reaching 
crisis proportions, and the difficulties are 
also spreading rapidly to other parts of 
the Nation. 

The threat of malpractice suits hangs 
over the heads of doctors even where the 
complete loss of malpractice insurance is 
not an immediate danger. Doctors con­
sistently report that they feel it neces­
sary to engage in "defensive medicine"­
by ordering excessive diagnostic tests, 
calling in consultants, and practicing in 
a manner that greatly increases the costs 
to patients and to insurance programs 
like medicare. Doctors practice in this 
expensive, defensive way not for the 
benefit of patients, but only out of neces­
sity, they believe, to protect themselves 
against malpractice suits and to aid in 
their defense if they are sued. These 
practices increase the cost of health care, 
including medicare, and need to be solved 
before we embark on national health 
insurance. 

Unfortunately, nobody really seems to 
have the solution to the serious and 
complex problems involved in mal­
practice. 

I am, therefore, proposing an urgent, 
rapid effort to seek an interim solution 
through an expert study whose results 
are to be reported to the Congress no 
later than July 1 of this year. I would 
expect early action on these recommen­
dations. 

My bill calls for the Office of Technol­
ogy Assessment to arrange with the Na­
tional Academy of Sciences for the con­
duct of such a study that will include rec­
ommendations for a course of action 
aimed at getting us through the crisis 
period that seems to lie just ahead. 

Recent experience has convinced me 
that the ponderous bureaucracy at HEW 
simply cannot move swiftly enough to get 
this study going on the schedule that the 
urgency of the present situation requires. 
Therefore, the arrangements for the 
study would be made by an organization 
of the Congress-the Office of Technol­
ogy Assessment. 

The bill also calls for the National 
Academy of Sciences, under contract 
wlth...._OTA, to conduct a more thorough 
study of the mQ.Ipractice problem and of 
alternatives to the present malpractice 
insurance system and to include recom-

mendations aimed at producing long­
range and permanent solutions. In con­
sidering possible solutions, the Academy 
would give special attention to provisions 
that would encourage "assignment" of 
medicare claims, for example, by making 
the availability of Federal help contin­
gent on accepting medicare assignments. 
This would protect beneficiaries against 
having to pay doctor bills higher than 
medicare allowances--a situation which 
now characterizes more than half of all 
medicare bills. The report of this more 
thorough study would be submitted no 
later than May 1, 1976. 

In the past, malpractice insurance has 
not been viewed as a Federal responsibil­
ity. The current crisis, however, is be­
coming nationwide. The impact it will 
have on programs such as medicare, and 
ultimately national health insurance, 
makes it necessary for the Federal Gov­
ernment to seek solutions and to be pre­
pared to act to bring them about. If the 
malpractice insurance system collapses 
and there is no adequate replacement, it 
will be not just doctors and hospitals who 
will suffer; it will also be all of us who are 
or may become patients. We must act 
now, and vigorously, to seek a solution. 

The second problem which my legisla­
tion would correct is a situation which 
results from a technical error in the last 
social security benefit increase. 

From its beginning, part B of medi­
care-which covers doctor bills and cer­
tain other services-has been financed by 
premium deductions from benefits paid 
to beneficiaries and from Government 
contributions out of Federal general rev­
enues. 

The premiums were intended to in­
crease automatically each year as costs 
of the program rose, but even so, bene­
ficiaries would get a bargain because 
the Government contribution always 
amounts to at least half the cost of this 
part of the medicare program. 

In 1972, to protect beneficiaries against 
unduly rapid increases in the part B 
premium, the law was· amended to per­
mit the premium to be raised only if 
monthly social security benefits had been 
raised in the past year, and by permitting 
the premium to rise no higher than the 
same percentage as the benefit increase. 
That is what the Congress intended; and 
on that basis, the current $6.70 premium 
should be increased as of this coming 
July 1. Social Security Administration 
actuaries have estimated that an ade­
quate actuarial rate would be $7.50. Un­
fortunately, in modifying the provisions 
for automatic ca.Sh benefit increases, 
Public Law 93-233-passed in Decem­
ber 1973-inadvertently failed to make a 
needed conforming change in the medi­
care law and this has prevented such 
premium increases from taking place. 
My bill would correct this technical flaw 
so as to permit this and future increases 
to take place in accordance with congres­
sional intent. · 

I realize that there will be concern 
about permitting a premium increase to 
take effect at a time when the elderly 
like other Americans are suffering the 
effects of inflation. 

First, however, it should be remem-
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bered that the current situation was not 
intended by the Congress. S~cond, it 
should be kept in mind that the premium 
could rise by no more than the percent­
age by which cash social security bene­
fits have gone up. Moreover, the modest 
increase in the monthly premium that is 
needed would be much easier for the 
elderly to bear than the major increases 
in daily hospital charges that the Ad­
ministration has proposed the elderly 
be required to pay, and will be only a 
small part of the increase in cash bene­
fits which they will get in early July. 

Mr. Speaker, I intend to do whatever 
is necessary to move this legislation 
through my committee with the dispatch 
the situation requires and I ask the sup­
port of Members in meeting this objec­
tive. 

UNIVERSAL AND UNCONDITIONAL 
AMNESTY: THE TIME IS NOW 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
woman from New York <Ms. ABzuG) is 
recognized for 10 minutes. 

Ms. ABZUG. Mr. Speaker, it has now 
become clear that the "earned reentry" 
program offered by President Ford to 
war resisters has done little to reintegrate 
these young people into our society. Less 
than 1 percent of those eligible for the 
program have applied for it--some 800 
men out of more than 100,000 eligible. 

The Clemency Board feels that this 
lack of response is due to a misunder­
standing of the program. On the con­
trary, I believe that the war resisters 
understand it all too well. They know 
that clemency is only strained mercy 
and not amnesty, which would wipe the 
books clean. They know that there are 
strings attached to this program, such as 
alternate service-which they could have 
chosen in the first place. They know that 
those who apply must reaffirm their 
loyalty to the country-and they do not 
feel that they have ever been disloyal. 
Most of them have already served 
months or years, either in jail, in exile, 
in the underground, or in the Armed 
Forces. Their rejection of the war in 
Vietnam was a matter of conscience, 
with which some 80 percent of the Amer­
ican people eventually came to agree. 
Why should they now pay a further price 
for having been right too early? 

If the United States is to have the con­
tribution that these people can make to 
a society with a conscience, we must offer 
them nothing less than universal, un­
conditional amnesty. The bill I introduce 
today is an improved version of my 
earlier bill, H.R. 236. Two ad hoc hear­
ings and one formal hearing before a 
subcommittee on the Judiciary have 
been held on this bill. Subsequently the 
clemency program came-and went. Let 
us not neglect any longer our responsi­
bility to those who helped us see the 
light on Vietnam. The Congresn has pow­
er equal to the Executive, to issue a gen­
eral amnesty. Let us act upon this ques­
tion soon. 

My bill, H.R. 236, later H.R. 5195, co­
sponsored by Representatives DELLUMS, 

CONYERS, and MITCHELL, is the only bill 
proposing uncondition~l and universal 
amnesty. It requires no punitive alter-. 
native service, no loyalty oath, no show­
ing of repentance. It would extend not 
just to draft evaders but to deserters and 
antiwar demonstrators as well-to those 
who violated any Federal, State, or local 
law in the course of essentially nonvio­
lent war protest. It is unfair to grant 
amnesty to draft resisters while deny­
ing it to deserters, who simply developed 
their moral awareness after entry into 
the service rather than before. I oppose 
case-by-case study of deserters, since 
many of them are less well educated and 
less well able to articulate their motives, 
even though they are totally sincere. 

Further, the bill grants a thorough 
restoration of rights to war resisters. 
Those imprisoned would be released, fur­
ther prosecution restrained, police rec­
ords expunged, and other than honora­
ble discharges converted to discharges 
,-·ith no coding or other indication of rea­
sons for discharge. Citizenship would be 
restored to anyone who renounced it be­
cause of the war. 

Administration of amnesty would be 
granted directly and automatically ex­
cept in cases of violations involving in­
jury or destruction of property. A Presi­
dential commission would review these 
cases and grant amnesty if the actions 
were motivated by opposition to the war. 

There are minor changes in this new 
bill. Certain acts considered criminal in 
the UCMJ but not in civilian life-such 
as the use of contemptuous words-are 
also amnestied. The Commission-to be 
appointed by the President with the ad­
vice and consent of the Senate-would 
include women and members of minority 
groups. The right of exiles to visit their 
families would be granted, as well as 
citizenship for naturalized exiles, if re­
quested. 

Nothing less than this will restore these 
people to productive lives in the United 
States. 

INTRODUCTION OF A BILL ESTAB­
LISHING A JOINT COMMITTEE ON 
NATIONAL SECURITY 
The SPEAKER pro tempore. Under a 

previous order of the House, the gentle­
man from Wisconsin (Mr. ZABLOCKI) is 
recognized for 10 minutes. 

Mr. ZABLOCKI. Mr. Spec~.ker, I have 
reintroduced a bill today which would 
establish a Joint Congressional Commit­
tee on National Security. It is my un­
derstanding that this bill, which I origi­
nally introduced in the first session of the 
93d Congress, will be introduced in the 
other body by the distinguished gentle­
man from Minnesota, the Honorable 
HUBERT HUMPHREY. 

This bill is in large measure a result 
of my efforts over the years in trying to 
reassert the constitutional rights andre­
sponsibilities of Congress in the conduct 
of our Government's foreign policy. 

Along these lines, the 93d Congress had 
made a great step forward in the enact­
ment of the War Powers Act over a Pres­
idential veto. As you yourself have in-

dicated, Mr. Speaker, the War Powers 
Act returns to the Congress its consti­
tutionally mandated power to declare 
war. 

It was during the extensive hearings 
on the war powers resolution by the Na­
tional Security Policy Subcommittee of 
the House Foreign Affairs Committee, 
which I chair, that the desirability of a 
Joint Committee on National Security 
was once again made clear. 

Noted repeatedly during those hear­
ings was the executive branch's reluc­
tance to share certain information with 
the legislative branch. The War Powers 
Act is aimed at correcting that deficiency 
as well as reestablishing the balance 
between the legislative and executive 
branches in the war-making area en­
visioned by the Founding Fathers in the 
Constitution. The bill which I am intro­
ducing today complements my war pow­
ers legislation in that it will allow Con­
gress to address itself in a more com­
prehensive way to a thorough and 
ongoing analysis and evaluation of our 
national security policies and goals. 

In dddition, Mr. Speaker, the current 
controversy and allegations of illegal and 
improper domestic surveillance by the 
Central Intelligence Agency underscores 
the urgency of establishing a Joint Con­
gressional Committee on National Secu­
rity. 

It is abundantly clear that the con­
tinuing dimunition of Congress' role in 
foreign policy is a direct result of this 
communication breakdown. For too many 
years the Executive has failed to share 
with Congress the kind of adequate in­
formation needed in matters involving 
national security. In short, there is no 
proper and adequate forum for a regu­
lar and frank exchange between the 
Congress and th'e Executive on the vital 
issues affecting our national security. 

The bill which I am introducing today 
is intended to correct that problem by 
endowing the proposed joint committee 
with three main functions: 

First, to study and make recommen­
dations on all issues concerning national 
security. This would include review of 
the President's report on the state of the 
world, the defense budget, and foreign 
assistance programs as they relate to na­
tional security goals, and U.S. disarma­
ment policies as a part of our defense 
considerations. 

Second, to study and make recommen­
dations on Government practices of 
classification and declassification of 
documents. 

Third, to conduct a continuing review 
of the operations of the Central Intel­
ligence Agency, the Department of De­
fense and State, and other agencies inti­
mately involved with our foreign policy. 

Given those primary functions it 
should also be pointed out that the Joint 
Committee on National Security would 
operate in the national security area in 
much the same manner which the Joint 
Economic Committee functions in the 
economic field. 

Another important and distinguishing 
feature of the Joint Committee on Na­
tional Security would be the composi­
tion of its membership. Reflecting ap-
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propriate individual and committee ju­
risdictions, it would include the fol­
lowing: the Speaker of the House of 
Representatives, the majority, and mi­
nority leaders of both Houses, and the 
charimen and ranking minority mem­
bers of the House and Senate Commit­
tees on Appropriations, Foreign Affairs, 
and Foreign Relations, Armed Services, 
and the Joint Committee on Atomic 
Energy. Rounding out the 25-member 
joint committee would be three Mem­
bers from both the House and Senate 
appointed respectively by the Speaker of 
the House and the President of the Sen­
ate. As you can see, the bipartisan mem­
bership would include the experienced 
authority of Congress with the majority 
party having three members more than 
the minority. 

Finally, Mr. Speaker, I think it is im­
portant to point out what this proposed 
Joint Committee on National Security 
would not do. First and foremost, it 
would not usurp the legislative or inves­
tigative functions of any present com­
mittees. Rather, it would supplement 
and coordinate their efforts in a more 
comprehensive and effective framework. 
Nor would this new joint committee in 
any way usurp the President's historic 
role as Commander in Chief. Neither 
would it place the Congress in the posi­
tion of adversary to the executive 
branch. 

As I said at the outset, the need for 
greater cooperation between the Con­
gress and the executive in the national 
security area has been evident for too 
long. We have not had an adequate 
mechanism in our national security ap­
paratus for proper and meaningful con­
sultation between the two branches. The 
aim of this bill is to provide that mecha­
nism and thereby allow for the formula­
tion of a truly representative national 
security policy. 

FEDERAL EMPLOYEES GIFT DIS­
CLOSURE ACT 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle­
man from New York (Mr. KocH) is rec­
ognized for 5 minutes. 

Mr. KOCH. Mr. Speaker, one of the 
major issues raised in the confirmation 
hearings -:'f Vice President NELSON 
RocKEFELLER was gift giving by public 
officials. While not necessarily illegal, 
such gifts and interest free loans from 
one public official to another cannot help 
but cause a feeling of obligation to the 
donor by the recipient. And in Govern­
ment, this can be especially dangerous. 

Today, the first bill I am introducing 
is one that will require full public dis­
closure of gifts given and received by 
appointed and elected public officials. The 
bill, entitled the Federal Employees Gift 
Disclosure Act, would require Federal 
employees to submit annually to the Fed­
eral Register a listing of gifts, loans, or 
contributions to other public officehold­
ers, whether Federal, State or local, 
where the total value given to an individ­
ual during any year is in excess of $500. 
Likewise the bill would require disclos-

ure of gifts received from any one source 
exceeding $500. The bill would apply to 
gifts given or received during the Federal 
employee's periods of service, the year 
prior to public service and the year after 
leaving such service. 

Gifts to and from members of an in­
dividual 's immediate family would be 
exempt from the reporting requirement. 
I am including this exemption because I 
believe that the gifts a Federal official 
might make to a spouse or child, for in­
stance, would constitute an unwarranted 
invasion of privacy and would not involve 
the types of conflict of interest we want 
to avoid. 

Mr. Speaker, while calling for this dis­
closure, I must confess a certain am­
bivalence. Since coming to Congress in 
1969, I have worked hard to protect in­
dividuals' right to privacy. And, I believe 
that like all Americans, public office­
holders are entitled to some privacy. A 
balance must be struck however, between 
the privacy rights of these individuals 
and the public's right to know of private 
actions by public officeholders that af­
feet public policy. I know that many 
Members of Congress objected to pro­
viding their tax returns to the media 
because they contained information re­
lating to their private lives, such as medi­
cal expenses and alimony payments, 
which they did not want to disclose. 
While I made public my tax return, I 
can understand their feelings. In the in­
stance of a public official's gift, disclosure 
may intrude on the privacy of some of 
the gift's recipients who are private citi­
zens. At this point, however, on balance 
I think full disclosure is necessary. 

While Federal legislation cannot force 
disclosure by State or local employees 
without unfairly penalizing the State a.nd 
local agencies by withholding Federal 
funds, I would hope that State and local 
jurisdictions would apply regulations and 
penalties similar to those in the Federal 
Employees Gift Disclosure Act. 

Gifts per se to or from public officials 
are not evil. But because they are public 
officials, the public has the right to deter­
mine the circumstances surrounding such 
gifts and whether any impropriety is 
attached to them. 

I urge the support of my colleagues for 
this important legislation. 

THE NATIONAL HEALTH CARE 
SERVICES REORGANIZATION AND 
FINANCING ACT-H.R. 1 
<Mr. ULLMAN asked and was given 

permission to extend his remarks at this 
point in the RECORD, and to include ex­
tmneous matter.) 

Mr. ULLMAN. Mr. Speaker, I am sub­
mitting to the Congress today legislation 
titled the "National Health Care Services 
Reorganization and Financing Act." Its 
aim is to create a better health-care sys­
tem for the Nation, and it is a new ver­
sion of a bill I originally introduced in 
the 92d Congress. The basic principles 
and philosophy of the bills are identi­
cal. The objectives-to reorient our sys­
tem of health delivery and to bring into 

being a more equitable system of financ­
ing health services for all the popula­
tion-remain unchanged. 

In recent years, the imperatives and 
pressures for the enactment of such a 
measure have increased. Economic strin­
gencies and governmental controls over 
the health-care industry, however tem­
porary, further revealed the gaps and 
inequities in the present system. For the 
sake of the immediate future and for 
generations to come, these serious prob­
lems must not be left unattended. I am 
personally persuaded, as a result of hear­
ings on national health insurance in the 
Ways and Means Committee during the 
last two Congresses, and after months of 
weighing the provisions and implications 
of my own proposal, that the Congress 
can no longer postpone major decisions 
to assure the availability of health serv­
ices to all persons in the United States. 

I continue to regard my proposal as 
I would any legislative proposal, to b~ an 
invitation to comment and thought, pro­
viding a direction and philosophy I firmly 
believe to be right. I trust that it will 
draw the attention and interest of the 
Congress, the health industry, and the 
gener~l public. It contains an important 
new concept, an administrative entity 
known as the health care corporation or 
HCC. The HCC, as the coordinator of 
community health resources, represents 
an exciting new concept of responsible 
localism. As a member of the Advisory 
Commission on Intergovernmental Re­
lations, I have been deeply concerned 
with the strengthening of State and local 
resources in the administration of Fed­
eral programs. 

In my opinion, the National Health 
Care Services Reorganization and Fi­
nancing Act offers the mos4; realistic 
solution to health care delivery, regula­
tion and financing among the dozen or 
so that have been proposed. It is imple­
mentable now because the structure it 
defines is based on existing resources but 
with the guidelines and incentives for 
putting an end to the present fragmen­
tation and duplication of services, their 
uneven distribution, and their lack of 
accessibility in many rural and urban 
areas. It provides for considerable ex­
pansion of outpatient services and their 
broader utilization. 

None of the other proposals for na­
tional health insurance could fulfill this 
potential. Either they are attempts to 
resolve the serious problems of health 
services in a piecemeal fashion, or they 
would create a monolithic, bureaucratic 
system which in the end would be pro­
hibitive in cost. Most do not interweave 
provisions for financing health care with 
incentives for restructuring the delivery 
of services. And some, worse still, would 
only perpetuate existing inadequacies 
and infuse more money into outmoded 
mechanisms. 

We need desperately to pull it all to­
gether, to approach the development of 
a better health system anew, to resolve 
the problems of financing and delivery of 
services interrelatedly. If we fail to bring 
about this convergence, we will fail to 
better serve the public interest, and I 
believe that in the long run we will have 
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wasted human, financial, and material 
resources. 

I am impressed not only with mount­
ing public concern over the cost and de­
livery of health services, but also with 
the sincere concern of health profes­
sionals and professional organizations. 
Many are striving for a more effective 
health services delivery system even 
though changes and controls would un­
questionably impose complications on 
their activities. 

The American Hospital Association 
has been most helpful in the realistic 
establishment of goals, concepts and 
methods, and has provided technical 
staff assistance in designing the total 
concept of a coordinated, equitably fi­
nanced system. 

The bill calls for the consolidation 
of the major Federal health programs 
and the incorporation of medicare and 
medicaid within a program of national 
health insurance. It also provides for a 
new Department of Health, to be headed 
by a Secretary for Health responsible to 
the President. In addition, it includes 
greater detail and necessary technical 
information for changes in the financing 
of health services. It emphasizes the re­
sponsibility of the individual for his own 
health, but provides the framework for 
better health care and financing for 
everyone. 

Certain principles of the bill I am 
introducing today deserve special men­
tion, beginning with the recognition of 
health care as an inherent right of every 
person. Others, without order of pri­
ority, include the following: 

Health services and the delivery sys­
tem, as well as its financing, must be 
pluralistic, inclusive of both private and 
public sectors of the health field, and 
must be predicated on carefully designed 
Federal incentives and subsidies to as­
sist and assure the cooperation of the 
various components of the health in­
dustry; 

The rights of every individual to choose 
among providers of health services and 
underwriters of health insurance bene­
fits must be preserved; 

The same scope of comprehensive 
health benefits must be available to 
all; 

The same high level of quality of care 
must be available to all; and 

The Federal Government must assume 
responsibility for the cost of health care 
for first, the nonworking poor, second, 
the elderly, and third, to the extent ne·ed­
ed to assure their capability to purchase 
services, the working poor, but with 
assurances that the program does not 
create disincentives to productive em­
ployment. 

Inherent in each of these principles, 
whether in terms of use of health serv­
ices or payment for them, is the principle 
that every individual has a responsibility 
for the maintenance of his own health 
and, to the extent that he is able, to 
contribute to his share of the cost of care. 
There are numerous corollary principles, 
which I shall not describe here, such as 
those relating to the dignity of the in­
dividual, and the relationship of health 
and the environment. 

The health care corporation which 
would be the coordinating unit of the 

system at the local level would provide 
a geographically based system for syn­
thesizing and coordinating local health 
resources. These corporations would be 
built upon the existing delivery system, 
but with mandatory reorganization and 
reorientation to meet local needs, under 
the supervision of newly mandated State 
health commissions. 

HCC's would be organized in a variety 
of ways, determined largely by commu­
nity needs, custom, and precedent. They 
would grow out of the community, pro­
viding for citizen or consumer represen­
tation on their governing boards and be­
ing accountable to the public. It is ex­
pected that they would primarily be or­
ganized by health care providers-hos­
pitals, doctors, · dentists, as well as 
nursing homes and community health 
organizations-working with the com­
munity to establish a more effective, co­
ordinated system. 

Every HCC would have to provide, 
within a State plan administered by the 
State health commission and approved 
by the Secretary of the Department of 
Health, a comprehensive benefit program 
for all persons in its service area who 
wished to register. After the first 5 years 
of operation, it would be required to offer 
as an option to its registrants, services 
on a capitation basis of payment, or so 
much per person per year, a method of 
payment that requires providers of serv­
ice to accept a direct responsibility for 
utilization and cost of services. Among 
its responsibilities, the HCC would be 
charged with encouraging the develop­
ment and use of outpatient services, and 
for seeing that the most appropriate serv­
ice would be provided for patients in the 
most effective, least costly way. 

Every employer would be required to 
purchase for his employees and their 
families a comprehensive level of bene­
fits as prescribed in the legislation and 
within regulations issued by the Secre­
tary of Health, paying at least 75 percent 
of the premium costs. The employees 
would pay a maximum of 25 percent. For 
individuals and their families who reg­
istered with HCC's, the Federal Govern­
ment would contribute 10 percent of pre­
mium costs to ass,ist the self-employed 
and small employers in -neeting premium 
payments, my proposal also includes a 
special tax credit mechanism. 

Newly formed independent State 
health commissions, appointed by State 
Governors, would approve HCC's for op­
eration and approve charges for service. 
These same commissions would develop 
State health plans subject to the ap­
proval of the Secretary; control the rates 
charged by health care providers and 
health insurance carriers; issue certifi­
cates of need and approve health service 
areas; and review and approve provider 
budgets. Thus State government would 
play a central role in the national pro­
gram, obviating a large bureaucratic 
operation in Washington. 

I should like to emphasize that the 
legislation provides for multiple sources 
of financing to assure a basic level of 
health care benefits for all persons, in­
cluding catastrophic health insurance 
benefits. For persons unable to pay, in 
part or in "full, the Federal Government 
would purchase the specified level of 

coverage established for all persons 
through general Federal revenues, with 
individual contributions scaled inversely 
to income levels and family size. Health 
services to the aged would continue to be 
financed through a combination of the 
social security tax mechanism and gen­
eral Federal revenues. Since parts A and 
B of the medicare program would be 
merged, premium contributions by in­
dividuals for part B would be elim­
inated. Payroll financing, therefore, 
would be restricted approximately to its 
present levels, with additional costs paid 
through general Federal revenues. 

In sum, this bill would meet the fol­
lowing objectives, upon a 5-year imple­
mentation of the national program fol­
lowing congressional enactment: 

All persons, regardless of age or in­
come, would be entitled to the same 
broad package of benefits: 

Everyone would be insured against the 
cost of catastrophic illness; 

The Federal Government would pay 
for the health care costs of the poor and 
the elderly, and part of the costs for all 
others; · 

Special benefits for children up to age 
12 would be provided-medical, dental, 
and eye care; 

Outpatient care would be emphasized 
in order to relieve the burden of unneces­
sary use of costly inpatient care facili­
ties; 

Through the capitation method of 
payment for care, incentives for keeping 
costs down would be broadly introduced 
at the community level; 

Health education programs, in sup­
port of the principle that the individual 
has a responsibility for the maintenance 
of his own health, would be available 
through health care corporations in 
every geographic service area in the na­
tional effort to raise health levels, in­
crease knowledge about nutrition, and 
bring better understanding of the man­
agem{mt of illness in the family. 

How such a national program would 
affect American families is, of course, the 
most important question. Any legislative 
proposal can itemize what its author be­
lieves needs to be done, but this hardly 
assures that what is envisioned can take 
place. However, I believe that this legis­
lation, since its objectives are based on 
existing resources and on developments 
in the delivery of health services already 
in the making, is totally realistic. Health 
care providers in recent decades have in­
creasingly concerned themselves with 
how to contain costs yet at the same time 
keep pace with the numerous advances of 
medical science and strive for an increas­
ing volume of services of higher quality. 
They have struggled, against steep odds, 
and without a coordinated national ef­
fort, to plan sensibly so that our legacy 
to coming generations will neither be a 
system inadequate to the needs nor one so 
uncoordinated as to be costly beyond 
bounds. 

From the public's point of view there 
also are many problems to be faced, the 
foremost being the increasing cost of 
health care and the inaccessibility for 
many to needed services. The public gen­
erally finds it anomalous that in a Nation 
founded on democratic ideals and in 
which resources are plentiful, there con-
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tinue to be serious gaps in health care. 
The public seeks a stronger voice in how 
health services should be provided. How­
ever, it is fair to say, recognizing the lack 
of a coordinated system is in large part 
to blame, that public awareness of health 
is far less than it could be and that a 
sizable education~1 program is needed if 
individuals are to avail themselves of 
health services in the most timely, effec­
tive, and consequently, most economical 
way. We have by no means put to use all 
of the health knowledge that is at hand, 
nor can we claim to have practiced what 
we know. 

To conclude, I wish again to acknowl­
edge the complexity of my proposal, but 
also to say that it must necessarily be so, 
for there is no simple solution to the Na­
tion's health problems. Then I would like 
to draw attention to the legislation's pro­
visions, following enactment, for a 5-year 
period for the development of State 
plans, the establishment of HCC's, and 
the establishment of a department of 
health. This would be a period of develop­
ment and experimentation with the vari­
ous organizational forms of health care 
corporations, time for the combining of 
parts A and B of medicare and the in­
corporation at the Federal level of medic­
aid. 

The legislation I propose would coor­
dinated our health services in a way that 
would bring improved health care for all 
Its aim, immediate as well as long range, 
is the containment of health care costs 
and the removal of the real possibility 
that a family's resources can be totally 
depleted as a result of the cost of serious 
illness. 

I believe that this bill is the most flex­
ible of all of the major health proposals 
that you will be considering this session. 
I trust that its flexibility will attract 
your interest and support, and, above all, 
your participation in its development. 

The following is a section-by-section 
analysis of the bill: 

SECTION-BY-SECTION ANALYSIS-H.R. 1 
To establish a. new program of health care 

delivery and comprehensive health care bene­
fits (including catastrophic coverage) to be 
available to all residents of the United States. 
The plan will be financed by payroll deduc­
tions, employer contributions and tax credits. 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America. in Congress assembled, that this Act 

. divided into titles, parts and sections, may 
be cited a.s the "National Health Care Services 
Reorganization and Financing Act." 

FINDINGS AND DECLARATION OF PURPOSE 

Section 2 (a.) states that in recognizing 
health ca.re a.s an inherent right of each in­
dividual and of all the people of the United 
States, and that in fulfilling this right ea.ch 
individual shares the responsib111ty for pro­
tecting his or her health and for obtaining 
ca.re when required, Congress declares that 
health service must be so organized and 
financed as to make them readily available 
to all, without regard to race, creed, color, 
sex, or age, and without regard to any per­
son's a.b111ty to pay; that health services must 
enhance the dignity of the individual and 
promote better community life; and that it 
is a. function of government to see that these 
ends are attained. 

(b) states that the Federal Government, 
acting through a new Department of Health 
established to deal exclusively with health 

and related matters, has the responsibility 
to include financial assistance to the public 
in obtaining health care services in accord­
ance with these principles: 

(1) the Federal Government should require 
all employers to contribute to the purchase 
of Comprehensive Health Care Benefits for 
their employees; 

(2) the Federal Government should pur-
. chase or subsidize, through tax credits and 

deductions and other ways, health insurance 
for those unable to pay for it, in whole or in 
part; 

(3) social insurance should continue to 
finance health care for the aged; 

(4) to encourage participation by indi­
viduals in new health delivery and benefit 
programs, the Federal Government should 
provide a financial incentive. 

(c) Calls for reorganization of the meth­
ods of delivery, and methods of financing 
health services, to be accomplished through 
a nationwide system of independent Health 
Care Corporations embodying specific prin­
ciples. 

(1) ea.ch corporation must provide 
through its own resources, or through 
affiliations with qualified institutional and 
professional providers, five levels of compre­
hensive health care: health maintenance 
services, and primary, specialty, restorative 
and pall1ative and terminal care; 

(2) through a system of independent cor­
porations, every individual would be pro­
vided an opportunity to register and, where 
possible, to have a choice of Health Care 
Corporations; · 

(3) Health pare Corporations should be 
locally established and operated, but sub­
ject to State regulation through State 
Health Commissions and to national stand­
ards of quality and scope of services. 

This section also states that with the Fed­
eral financial assistance in developing cor­
porations and needed outpatient and home 
health care program facilities, the system 
can become operative within five years after 
enactment of legislation. · 

(d) Provides that: 
( 1) in the fifth year following enactment, 

every person residing in the United States 
will be eligible to participate in the pro­
gram; 

(2) every individual will be entitled to the 
services established in the Act if he has 
registered with a Health Care Corporation 
and has obtained health benefit coverage 
from a qualified insurance carrier, or has 
had it provided on the basis of income or 
age; 

(3) coverage will be provided without cost 
to persons in the lowest income bracket and 
at reduced cost to persons in higher income 
brackets specified in this Act; 

(4) coverage will be provided through pay­
roll taxes and general revenues to persons 
who have attained the age of 65. 

(e) Appropriate philanthropic support for 
health care should be continued and ex­
panded, especially in support of experimental 
and innovative efforts to improve the health 
delivery system and access to health care 
services. Nothing herein is intended to eli­
minate or limit philanthropic support or in­
centives for such support for Health Care 
Corporations and health care institutions. 

DEFINITIONS 

Section 3 defines the term "Comprehensive 
Health Care Benefits" as the benefits de­
scribed in Title I part B; the term "State" 
a.s including the District of Columbia, Puerto 
Rico, the Virgin Islands, and Guam; the 
term "United States" (when used in a geo­
graphical sense) as meaning the 50 States, 
the District of Columbia, Puerto Rico, the 
Virgin Islands, and Guam; the term "Gov­
ernor" as including the Mayor of the District 
of Columbia; and the term "Secretary" a.s the 
Secretary of Health. 

TITLE I-FINANCING OF NATIONAL HEALTH 
SERVICES 

Section 100. Title I may be cited as the 
"National Health Care Services Financing 
Act." 

PART A-EMPLOYER REQUIREMENTS AND 
ENTITLEMENT TO BENEFITS 

Employer benefit requirements 
Section 101 (a) amends the Social Security 

Act to require that employers have an ap­
proved health care plan for their employees 
(and their families) . The new Section 232 of 
Title II of the Social Security Act: 

(a) requires every employer within the 
meaning of this title to provide for each of 
his employees (and members of their fami­
lies) coverage equivalent to Title XVIII ben­
efits (both Parts A and B) and Section 125 
Catastrophic Expense Benefits during the 
third and fourth full fiscal years after en­
actment and to provide Comprehensive 
Health Care Benefits coverage beginning on 
the first day of the fifth full fiscal year of 
enactment. 

(b) lists the situations in which the pro­
vision of subsection (a) do not apply-

(1) (A) to any employer which is the 
United States or any agency or instrumental­
ity thereof; 

(B) in the case of individuals or members 
of the same families who have multiple em­
ployers, all of the employers except the em­
ployer paying the highest total taxes under 
Section 3111 (a) of the Internal Revenue 
Code of 1954; 

(2) with respect to an employee (or mem­
ber of an employee's family) who is entitled 
to health insurance benefits under Title 
XVIII. 

(c) provides that the employer's contribu­
tions must be at least the actuarial equiva­
lent of 75 per cent of the premium cost of 
benefits equivalent to the Medicare coverage 
during the third and fourth full fiscal years 
and of the premium cost of Comprehensive 
Health Care Benefits coverage beginning on 
the first day of the fifth full fiscal period. 
This requirement shall in no way prohibit an 
employee choosing to register with a Health 
Care Corporation operating in whole or in 
part on a capitation basis. 

(d) provides that low-income or medically 
indigent persons or family members who 
make premium contributions in connection 
with their employment are entitled to re­
funds to the extent such contributions ex­
ceed the amount they would otherwise be 
required to contribute under section 106 for 
coverage under section 102. 

(e) stipulates that the period of coverage 
extends from the date of involuntary ter­
mination until the employee becomes eligible 
for unemployment compensation benefits or 
until the expiration of 14 days from such 
termination, whichever occurs first . 

Section 101(b) amends Title IX of the 
Social Security Act by adding at the end 
thereof a new section which requires the 
Secretary of Labor in accordance with regu­
lations prescribed in consultation with the 
Secretary of Health to purchase coverage as 
defined in subsection 101 (a) for every in- · 
dividual who is receiving benefits under any 
federal or state unemployment compensa­
tion law for the individual and members of 
his family. 

ENTITLEMENT TO SUBSIDIZED BENEFITS 

Section 102 (a) specifies that every individ­
ual who is a resident of the U.S. including 
the District of Columbia and Puerto Rico, is 
eligible for full or partial Federal contribu­
tion to the premium cost of qualified Com­
prehensive Health Care Benefits (CHCB). 

(b) obligates the Secretary to contract 
with carriers for coverage in behalf of the 
aged, the low-income, and the medically 
indigent. 

(c) allows all others who are eligible for 
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the program, and those (other than the aged) 
who are eligible but choose not to enroll in 
an HEW -contracted plan, to obtain a Federal 
subsidy of 10 per cent of the premium cost 
incurred for the purchase of qualified CHCB, 
irrespective of the source of payment, if the 
individual (and his family) is registered 
with an approved Health Care Corporation 
or with any other similar organization that 
demonstrates it meets standards prescribed 
by the Secretary. If existing coverage is 
broader than CHCB, an actuarial equivalent 
of CHCB will be ut111zed to determine the 
amount of the subsidy. 

(d) refers to definitions of the low-income 
and medically indigent income classes. 

INCOME CLASSES 
Section 103(a) defines a low-income person 

or family as a single individual (i.e ., one who 
is not a member of a "family" as defined) or 
a low-income family in income class 1; a 
medically indigent person or family as a 
single individual or family in income classes 
2, 3, or 4; and the remainder of the popula­
tion as falling in income class 5. 

(b) establishes the following table of in­
come classes for the above-defined categories: 

TABLE OF INCOME CLASSES I-FAMILY SIZE AND INCOME 
RANGES 

Col.l Col.ll Col. III 

Single 
Income class individual Family of 2 

l_ ---- - ---- - - - - - - - - 0 to $2,000 _______ 0 to $3,000. 
2 ______ _______ __ ____ $2,001 to $3,000 ___ $3,001 to $4,500. 
3 _____ _________ _____ $3,001 to $4,500 ___ $4,501 to $6,000. 
4 ______________ _____ $4,501 to $6,000 ___ $6,001 to $7,500. 
5. -------- --- --- - --- Above $6,000 ____ _ Above $7,500. 

' Col. I Col. IV 

Income class Family of 3 

Col. V 

Family ot4 or 
more 

L --- ----------- --- - 0 to $4,500 . _____ 0 to $6,000. 
2.----- -- - -- ---- --- - $4,501 to $6,000 ___ $6,001 to $7,500. 
3.---------------- -- $6,001 to $7,500 ___ $7,501 to $9,000. 
4_ --------------- - -- $7,501 to $9,000 ___ $9,001 to 

$10,500. 
5. --------- -------- - Above $9,000 _____ Above $10,590. 

1 These amounts are to be adjusted under sec. 104, according 
to increases in the Consumer Price Index 

PERIODIC REVISION OF INCOME CLASSES 
Section 104 provides for an increase by the 

Secretary in the initially fixed dollar 
amounts of the income class tables, the 
premium contributions by the medically in­
digent, the copayments, and the catastrophic 
expense benefit expenditures limits, when­
ever in any calendar year the monthly aver­
age of the Consumer Price Index for the 
July-September quarter exceeds by 3 percent 
or more the monthly average of the CPI for 
the corresponding quarter of the base year. 
The increase would be effective for any 
"coverage year" that begins in the next fiscal 
year of the United States. (A "coverage 
year" is defined by section 122 with respect 
to an individual, as a 12-month period of 
CHCB coverage of the individual under an 
insurance contract or prepayment plan that 
coincides with a 12-month (annually re­
newable) term of that contract or plan.) 

DETERMINATION OF INCOME LEVEL 
Section 105(a) provides that for the pur­

poses of this part the rate of an individual's 
(or family's) income shall be determined on 
the basis of his adjusted gross income (or 
the family's combined adjusted gross (in­
come), as defined 1n accordance With regu­
lations prescribed oy the Secretary in con­
sultation with the Secretary of the Treasury, 
for the calendar year preceding the coverage 
year, except that the Secretary may by regu-

lation exclude items of income that are .uut of this bill (creating entitlement to Compre­
reasonably available for living expenses and hensive Health Care Benefits coverage), the 
include items that are reasonably avaUable State plan under Title XIX of the Social 
for living expenses although not indluded in Security Act (of a participating State under 
adjusted gross income, and may by regula- title II of the bill) shall not be required to 
tion provide for redetermination of an indi- cover, and there shall be no Federal match­
vidual's or family's rate of income on a more ing for expenditures for, services or items 
current basis when necessary to prevent that are covered by Comprehensive Health 
serious hardship or inequity. Care Benefits and that are furnished to an 

(b) defines the term "family" as (1) a . individual who is entitled to such coverage 
husband and wife and their dependent un- under section 102 of the bill and who either 
married children under 19 or (2) an indi- is a resident of a service area of the State 
vidual and his or her dependent unmarried designated in accordance with section 225 or 
children under 19, and defines the terms is in fact registered with a health care cor­
"child" and "dependent" (as applied to a poration that holds a certificate of approval 
child) as having the same meaning as in for another service area. 
sections 151 and 152 of the Internal Revenue (b) requires the Secretary to prescribe the 
Code. minimum scope of services to be included 

PREMIUM CONTRIBUTIONS FOR FEDERALLY in a State plan under title XIX Of the Social 
coNTRACTED covERAGE Security Act (instead of the requirements of 

Section 106(a) specifies the contributions section 1903(a) (13) of that Act) on and 
to premiums for Federally-contracted CHCB after the effective date of part A of title I 
coverage to be made by the individuals or of the bill, with a view to supplementing 
families in the 3 income classes of the med- the coverage of COmprehensive Health Care 
ically indigent (i.e., income classes 2, 3, and Benefits. 
4), With the amounts rising as income rises. PART B--CONTENT OF COMPREHENSIVE HEALTH 
(Section 103(b) contains the table of in- CARE BENEFITS 
come classes.) The amounts of contributions Payment for comprehensive health care 
initially are $50 for a single individual and benefits 
$125 for a family in income class 2, $100 and section 121(a) stipulates coverage for 
$250 respectively in income class, 3, and $150 CHOB entitles the beneficiaries to have pay­
and $375 in income class 4. In the case of a ment made by his carrier to his provider for 
family (in any such income class) in which all medically necessary or appropriate serv­
there is only one member under 65, the con- ices and items at the provider's approved 
tribution rate of a single individual applies. predetermined charges. Providers would re­
The amounts set initially by section 106(a) ceive the full amount of such charges from 
(as well as the income ranges in the income the carrier; the carrier would blll the ben­
class table) would be adjusted according to eficiary for the dollar amounts related to co­
increases in the Consumer Price Index under payments, and certain non-covered services 
section 104. 

(b) requires that individual or family (with the residual risk of nonpayment ac-
premium contributions by the medicmlly in- cruing to the provider) as provided in part 
digent for Federally-contracted coverage be C of the b111. Special reference to HCC's op­
paid to the carrier in accordance with the erating on a capitation basis is made in Sec. 
Secretary's regulations and that there shall 135. 
be no recourse against the United States in (b) stipulate that copayments that are the 
the event of delinquency or default in the obligation of beneficiaries shall be paid to 
payment of such contributions. the carrier. 

INCOME TAX DEDUCTIONS Definition of comprehensive health care 
Section 107 permits individual taxpayers benefits 

to deduct 100 percent, without dollar limit, Section 122(a) describes Comprehensive 
of the amounts paid by them as premiums Health Care Benefits as consisting of the 
for insurance contracts or prepayment plans following components: outpatient services; 
approved by State Health Commissions for inpatient services; and catastrophic expense 
CHCB reduced by the amount allowable to benefits. The Secretary is authorized to is­
the taxpayer as a credit for coverage pur- sue from 4;ime to time such further regula-
chased for himself. tions to adjust the application of these bene-

TAX CREDITS fits to best carry out the purposes of this 
Section 108(a) creates a new Section 42 Act. 

of the Internal Revenue Code and changes In addition, this section defines, among 
old Section 42 to Section 43. New Section 42 other things, the terms coverage year, ben­
of the Internal Revenue Code: 

(a) allows a credit to an employer who efit period and regulations as they relate to 
pays an average premium for CHCB in ex- CHCB. 
cess of 4 percent of the average wages for (b) states in tabular form the actual ben­
his employees. The credit is applicable only efits to be included in the CHCB package. 
to a limit of 10 employees. Emphasis is on outpatient services, includ-

(b) allows a credit to any resident of the ing a wide range of health maintenance ben­
United States who is not covered under efits. Cost sharing (in addition to premium 
either Section 232 of the Social Security Act contr ibutions by the medically indigent) 
or Section 102(b). The credit is the excess would be achieved through copayments and 
of the aggregate amount of premiums paid a limitation on the number of inpatient in­
for CHCB coverage for himself and his fam- stitutional care days and outpatient physi­
ily over 10 percent of that aggregate amount clan visits. Copayments would be removed 
plus 4 percent of his adjusted gross income. through the catastrophic expenses provi-

(c) provides for the Secretary of the Treas- sions, once the covered individual or family 
ury to prescribe necessary regulations. reached the predetermined expenditure limit 

Section 108(b) provides for the changes ceilings. Once the catastrophic expense pro­
needed in the table of sections of the In- visions apply the limitations would be re­
ternal Revenue Code because of the addition moved on the number of physician visits (ex­
of the credit for CHCB coverage provisions. cept for mental illness in a non-HCC envl-

Section 108(c) changes Section 6401(b) ronment), the number of inpatient hospital 
of the Internal Revenue Code to allow for care days (except for mental illness, alcohol­
refunds where the credits exceed taxes. ism, and drug dependence in a non-HCC en­
LIMITATION OF MEDICAID TO SUPPLEMENTATION vironment) and the number Of days under 

OF UNIFORM HEALTH BENEFITS outpatient institutional care programs for 
Section 109(a) provides that, beginning mental illness, alcoholism, and drug depend­

With the effective date of part A of title I ence. 
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TABLE OF COMPREHENSIVE HEALTH CARE BENEFITS 

I. SERVICES AND ITEMS COVERED 

A. Outpatient services 
1. Periodic Health Evaluation 

a. Screening tests and examinations, as prescribed by regulations 
under section 126, followed by physical examination by a physician 
or physicians when indicated by the screening. 

b. All Immunizations 
c. Well-Baby Care (for infants under age 5)­
(i) during 1st 12 months following birth; 
(ii) during next 12 months; 
(ill) during next 3 years. 
d. Dental Services 
The following professional dental services, including drugs and 

supplies that are conmmonly furnished, without separate charge, 
as an incident to such professional services: 

(i) Oral examination, including (I) prophylaxis (with fiurida 
application at appropriate ages). (II) dental x-rays, and (Ill) 1n 
accordance with regulations, other accepted preventive dental pro­
cedures. 

(11) To the extent prescribed by regulation under section 126 and 
not covered under (i), above, dental care other than orthodontia; but 
including, insofar as the Secretary finds that resources of facllities 
and personnel make practicable, routine extractions, dental filUngs, 
and appropriate prosthetic appliances. 

e. Vision Services (in accordance with regulations under section 
126). 

(i) Professional services in routine eye examination, including 
procedures performed (during the course of an eye examination) 
to determine the refractive state of the eyes and procedures for 
furnishing prosthetic lenses, provided either by an opthalmologist 
or other physician skilled in diseases of the eye or by an optometrist 
(whichever the patient may select) . 

(11) Eyeglasses, with prescription lenses, including the fitting 
thereof, and including lenses and frames as needed. 

2. Physicians' Services, and Services of Other Qualified Health Pro­
fessionals and Allied Health Personnel. 

Where not otherwise covered under this table-
a. Physicians' services (including radiotherapy) on an outpatient 

basis in any appropriate setting (including home calls), and services 
in any such setting under a physician's supervision by all1ed health 
personnel (as defined in regulations). 

b. Diagnostic procedures on an outpatient basis (when not covered 
under subparagraph a.), including. diagnostic tests, prescribed or 
ordered by a physician in connection with services referred to in 
paragraph a. 

c. Hospital or outpatient-center services (not included above) 
rendered to outpatients and incidental to physicians• services covered 
under paragraph 1. 

d. Supplies, materials, and use of facilities and equipment ln 
connection with the foregoing services, including drugs administered 
or used as a part of services covered in paragraph 1, 2, or 3. 

e. Ambulance services. 

3. other Outpatient Services 
a. Outpatient Institutional-Care Program for Physical Disab111ty, 

Mental Illness, Alcoholism, or Drug Abuse and Dependence. 
Such day-care or other part-time services and other iteins as may 

be specified in regulations under section 126, furnished to patients, 
other than inpatients, under a program for the rehabilltation of the 
physically disabl~d or the treatment of mental lllness, alcoholism, 
or problems of drug abuse and drug dependence. 

b. Drugs, Prosthetic Devices, and Medical Equipment 
(i) Drugs (other than those covered under paragraph A.l., A.2., 

or B.l of this table) dispensed to patients other than inpR.tit-nts. 

' . 

II. COPA YMENTS AND LIMITATIONS 

No copayment. 
Within such limits as may be prescribed by regulation under 

section 126. 

No copayment and no limitation. 
No copayment. 
8 visits. 
4 visits. 
2 visits per coverage year. 

Items d (i) and (11) in column I apply initially only to children 
born not more than 7 years before the effective date of this sub­
part. For those initially covered, the benefits extend through age 12. 

No copayment. 
1 examination per coverage year. 

Copayment 20% of charges. 

For individuals through age 12. 

No copayment. 
1 visit per coverage year (including therein a follow-up verifica­

tion of conformity of prescribed lenses with a prescription issued 
during the visit). 

Copayment 20% of charges. 
Initially, one set of eyeglasses (including frame and lenses); 

thereafter, only newly prescribed lenses (but not frames) as re­
quired (but not more often than once a coverage year) because of 
a change in the condition of the eyes. Standards to be established 
by regulations promulgated by the Secretary in accordance with 
section 126. 

For physicians' services, a copayment for each visit of two dol­
lars. Copayments under this paragraph for services in facllities 
involved in clauses c. and d. below apply only to services of attend­
ing physician. 

Limited to 10 visits per coverage year. Except that, in accordance 
with regulations, no limit on the number of visits shall apply to 
services preceding or following inpatient care in cases (such as 
surgery or pregnancy and obstetrical care) in . which a single com­
bined approved charge is made by the provider for such outpatient 
and inpatient services. 

20% copayment. 
Copayment requirement waived for registrants of Health Care 

Corporations. 
No separate limitation. 
No separate copayment. 
No separate limitation. 

No separate copayment. 
No separate limitation. 

20% copayment. 

Covered only when other methods of transportation are contra­
indicated by the patient's condition, and only to the extent provided 
in regulations. 

A two dollar copayment, per day, except that copayments may, 
by regulation, be waived for treatment of drug abuse and drug de­
pendence. (No separate copayment for physicians' services applies 
under this subparagraph, whether or not such services are charged 
for separately.) 

Limited to visits or sessions o~ 3 days under such a program in 
lieu of each day of inpatient hospital care allowable during a benefit 
period (under paragraph B.l.a. below) for the treatment of physical 
disabillty, mental Ulness, alcoholism, or drug abuse or drug 
dependence. 

For each drug prescription, and each refilllng of such a prescrip­
tion, a one dollar copayment. 

Covered only if (1) the drug (whether or not it is subject to a 
prescription requirement under any law other than this title) has 
in fact been prescribed by a physician and is listed under its estab­
lished name (as defined in section 502 (e) of the Federal Food, 
Drug, and Cosmetic Act) in a list established for the purposes of 
this title by the Secretary under section 126(c), and (2) in the 
case of a. drug listed under section 126(c) (2) (B), the disease or 
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TERMS OF COMPREHENSIVE HEALTH CARE SERVICEs-Continued 

I. SERVICES AND ITEMS COVERED 

{li) Prosthetic devices (including hearing aids) prescribed by 
a physician and not otherwise covered in this table. 

(iii) In accordance with regulations, durable medical equipment 
(not otherwise covered) as described in section 1861 (s) (6) of the 
Social Security Act, certified by a physician as being medically 
required. 

c. Home Health Care Services: 
(i) Intensive Home Health Care Services-Services and items de­

fined in section 128(d) (2) (A) furnished to patients who require 
an intensive level of professionally coordinated medical services that 
can be provided through a structured home care service in lieu of 
institutional inpatient care. 

(11) Intermediate Home Health Care Services-Services and items 
as are defined by section 128(d) (2) (B) and regulations thereunder. 

(111) Basic Home Health Care Services-services and items as are 
defined by section 128(d) (2) (C) and regulations thereunder. 

B. Inpatient services 
1. Institutional Services: 

II. COPAYMENTS AND LIMITATIONS 
condition for which the drug has been prescribed is one for the 
treatment of which the drug is designated in that list as appropriate. 

Copayment 20% of charges. 
Covered only if listed in, and in accordance with, regulations under 

section 126. 
Copayment 20% of charges. 
Covered only if listed in, and in accordance with, regulations un­

der section 126; and subject to criteria for payment prescribed under 
that section. 

For each visit, a two-doUar copayment. 
Coverage under (i), (11), or (111) is limited to a total of 200 days 

in any benefit period. The certification and recertification require­
ments of section 1835(a) (2) of the Social Security Act, with such 
modification (if any) as the Secretary may by regulation prescribe, 
may be applied by the carrier. 

A five dollar copayment, per day. 
a. Inpatient Hospital Care 
Items and serVices defined by section 128 (e) 

care." 

Coverage is limited to 90 days of inpatient hospital care received 
as "inpatient hospital in a.ny benefit period. 

b. Post-Hospital Extended Care A two-dollar-and-fifty-cent copayment, per day. 
Extended care services (as defined 1n section 128(b)) furnished 

an individuaD. after transfer from a hospital in which he was an in­
patient for not less than 3 consecutive days. For the purpose of 
the preceding sentence, the second sentence of section 1861(i) of 
the Social Security Act shall apply. 

Limited to 30 days of such care received in any benefit period. 

c. Nursing Home Care. A two-dollar-anl;l-:flfty-cent copayment, per day. 
Nursing home care as defined in section 128. Coverage shall be limited to 120 days of such care received in any 

benefit period. 
2. Physicians' Services and Ancillary Health Care. 
Those physicians' services to inpatients which are not included 

as "institutional services" under paragraph B.l. a., b., or c. 

A two dollar copayment, per visit, of the attending physician 
only. In accordance with regulations under section 126, in the 
case of services (such as surgery or pregnancy and obstetrician care) 
in which a single charge is made by the corporation for the attend­
ing physicians' services combined with any preceding or following 
outpatient services related thereto, a copayment of 10% of such 
combined charges shall apply. Copayments for physicians' services 
under this paragraph are in addition to the daily copayments for 
institutional care. 

No separate limitations. 
C. Catastrophic expense benefits 

Section 125 defines the conditions under which these benefits be­
come effective in any coverage year with respect to any individual 
or family. To summarize: In the case of a low-income person or 
low-income family (class 1), these benefits are effective immediately. 
In the case of medically indigent persons or famtlles (classes 2-4), 
they become effective when the person or family has incurred in a 

For elimination of certain limits on coverage for Physicians' Serv­
ices and Inpatient Hospital Services when Catastrophic Expense 
Benefits take effect in a coverage year, see section 125. Outpatient care 
for mental Ulness is limited to those cases in which active medical 
treatment (as defined in the last sentence of Section 123(a)) is 
provided. 

coverage year, for premium contribution, copayments, and certain 
other expenditures combined, a total expenditure equal to an 
amount determined by applicaton of a table in section 125. In the 
case of individuals or familles in income class 5, these benefits 
apply when a variable expenditure limit is reached, determined by 
taking 10% of the individual's or .family's income. The dollar figures 
in the tables and the absolute expeifditure limit may be adjusted 
by the Secretary on an annual basis, whenever the Consumer Price 
Index is more than 3% above the index for the base period (see 
sections 104 and 124). 

The definition of institutional services for 
inpatients includes, for benefit purposes, 
physicians' services, such as those of radiol­
ogists and pathologists, which are held out 
as generally available to all inpatients of an 
institution, regardless of the method by 
which the Health Care Corporation compen­
sates the physicians. 

Limitations and· exclusions 
Section 123 (a) lists the limitations and ex­

clusions, including the exclusion of services 
that are not medically necessary or appro­
priate; treatment of TB, mental illness, alco­
holism, and drug dependence, when these 
illnesses are not in an acute phase and sub­
ject to active medical treatment; purely cus­
todial care; cosmetic surgery (except for 
prompt repair of accidental injury or im­
provement of functioning of a malformed 
member of the body) ; and certain other 
services or items. . 

(b) excludes from CHCB services for which 
payment is made through workmen's com­
pensation or motor vehicle insurance. 

(c) excludes from CHCB (1) charges for 
items or services (other than emergency 
services) furnished by a Federal provider, 
except (under arrangements with the HCC) 
one that functions as a community institu­
tion, or (2) charges by providers for services 
required to be furnished at public expense 
by Federal law or contract with the Federal 
government. 

(d) defines the difference between semi­
private and private institutional accommoda­
tions and excludes carrier payment for 
charges in excess of the semi-private rate 
unless the more expensive accommodations 
were required for medical reasons. 

(e) limits carrier payment to approved 
charges for covered services, or items where 
the provider has furnished to an individual 
services, or items in excess of or more ex­
pensive than those covered by CHCB. (How­
ever, part C permits the HOC, to the extent 
authorized by the Secretary's regulations, to 
have the carrier make payment for non­
covered services when billed by the provider, 

subject to refund if the individual does not 
reimburse the carrier.) 

Copayment provisions 
Section 124(a) outlines the conditions un­

der which copayments, when indicated in 
the benefit table, for services or items fur­
nished by the HCC, become the obligation of 
the registrant for payment to his carrier, or 
in the instance of an indi'bldual not regis­
tered with an HOC, by the individual to the 
provider. Nominal copayments must be paid 
except by low-income persons or where the 
out-of-pocket expenditure ceiling has been 
reached and catastrophic benefits are in ef­
fect (see Table of Special Expenditure 
Limits). 

(b) specifies the applicable dollar amounts 
and refers to the benefit table for the ap­
plicable percentage amounts, of copayments 
related to the various categories of benefits 
included in the CHCB package. The dollar 
amounts set initially by this section would 
be adjusted according to increases in the 
Consumer Price Index. 
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Catastrophic expense benefits 

Section 125(a) stipulates that all copay­
ments would cease, and that except as noted 
under sec. 122 (b) restrictions on the number 
of physicians' visits and inpatient hospital 
care days, and outpatient institutional care 
days under programs for physical disab111ty, 
mental illness, alcoholism, and drug depend­
ence (except for extended care and nursing 
home care days) would become inapplicable 
when the catastrophic expense benefits pro­
vision is in effect. 

(b) describes the conditions under which 
catastrophic expense benefits would take ef­
fect. These benefits would be instituted auto­
matically for the low-income persons and 
families (i.e., those in income class 1), so 
that no out-of-pocket expenditures would be 
required to be incurred for this group. As 
income rises above that category, individuals 
or families would be required to incur an 
increasing amount of out-of-pocket expendi­
tures before catastrophic expense benefits 
take effect, with the actual amounts speci­
fied in the Special Expenditure Limit Table. 

SPECIAL EXPENDITURE LIMIT TABLE 

Expenditure 
limit 

Income class under 65 

2_--- - ------------- ---- ----- - $250 
3 _____ ___ -- ---- --- -- ------ -- - 500 
4_-- --- --- ----- ------- - --- -- 750 

Expenditure 
limit 

65 and over 

$125 
250 
375 

The dollar amounts initially se~ for the 
expenditure limit table would be adjusted 
according to increases in the Consumer Price 
Index. For individuals or families in income 
class 5, the special expenditure limit varies 
according to level of income, with the exact 
limit set at 10 percent of income as defined 
by regulations. 
Expendi~ures creditable toward this ce1ling 

include (1) premiums for CHCB coverage 
(whether paid by the individual or in his be­
half by an employer), (2) copayments re­
lated to covered services (including a three­
month carry over provision) and (3) expend­
itures for covered services rendered beyond 
the specified limits on physician visits (ex­
cluding mental illness), on inpatient hos­
pital care days, and on outpatient institu­
tional care days under programs for physical 
disability, mental illness, alcoholism, or drug 
dependence. 
Regulations tor comprehensive health care 

benefits 
Section 126 (a) calls for the issuance of reg­

ulations by the Secretary to implement the 
benefit table, in addition to regulations and 
standards required in other sections of the 
bill. 

(b) provides guidelines for the Secretary 
in developing regulations relating to health 
maintenance benefits, in particular, specifi­
cation of the services that the Secretary may 
wish to require in the periodic health evalu­
ation portion of CHCB. Special attention 
through the development of regulations is 
also given to dental services and vision serv­
ices, under the expectation that the Secre­
tary shall prescribe the scope of benefits for 
these services, and allow for future increases, 
based on the avallab1lity of resources. 

(c) provides guidance to the Secretary in 
other key areas of CHCB, including the es­
tablishment of the national categories of 
drugs for outpatient care. The Secretary is 
directed to list those categories which he 
finds to be necessary for the treatment of 
diseases or conditions requiring drug therapy 
of such duration and cost as commonly to 
impose substantial financial hardship, and 
also list the diseases for which drugs are 
required for treatment, diseases deemed by 
the Secretary of special importance to the 
public health, e.g. V.D. With respect to the 
latter drug categories, ambulatory benefits 
extend only to categories of drugs for dis-

eases or conditions thus listed with respect 
to it. This section also requires the Secretary 
to develop special regulations and standards 
relating to CHCB categories of "prosthetic 
devices and medical appliances" and to the 
special outpatient institutional care pro­
grams related to the treatment of physical 
disab1lity, mental 111ness, alcoholism and 
drug dependence. 

Phasing of benefits 
Section 127 requires the Secretary . to sub­

mit recommendations for the expansion of 
benefits after the first five years of the pro­
gram and to give special consideration to the 
expansion of dental and vision service bene­
fits. 

OTHER DEFINITIONS 

Section 128 defines the terms "drugs", "ex­
tended care services", "nursing home care", 
"skilled nursing care", "supervision for pal­
liative or terminal care", "home health care 
services", "inpatient hospital care", ·'physi­
cian" (by cross reference to section 1861 (r) 
of the Social Security Act) "physicians' 
services" and "attending physician". 
PART C--cARRIERS FOR COMPREHENSIVE HEALTH 

CARE BENEFITS 

Definition of "carrier" 
Section 131 broadly defines carriers as non­

governmental organizations that underwrite 
insurance for the cost of health care, or pro­
vide health benefit plans of the service type, 
in consideration of predetermined premiums. 
Approved Health Care Corporations qualify 
under the definition if they charge for cov­
ered health care on an annually predeter­
mined capitation basis in accordance with 
section 246 (b) . 
Determination of qualified carrier; health 

card 
Section 132 establishes qualifications for 

carriers, essentially that they must be au­
thorized in each State for whose residents 
they operate health benefit prepayment plans 
or insurance at group rates, must comply 
with Section 133, must meet any special Fed­
eral standards in the case of a contract with 
Health and must, with respect to coverage 
(under other contracts) for which a Federal 
premium contribution is requested, accord 
to the Department and its agents the same 
informational rights and access to records 
that the Department is ent1tled to in the 
case of coverage purchased by the Secretary. 

Requirement that carriers participate 
under State plan 

Section 133 requires that a carrier agree to 
participate in a coverage pool if so required 
(in accordance with provisions of a State 
plan pursuant to Section 234(b) (7) in order 
to qualify for a contract with the Depart­
ment or for issuance of CHCB coverage eli­
gible for a federal premium subsidy under 
Section 102(c) . 
Conditions of approval of carrier contracts 

or plans tor Federal premium subsidy 
Section 134 provides that the Secretary 

shall for the purpose of the Federal premium 
subsidy under Section 102 approve a carrier 
prepayment plan or contract only if it is in 
conformity with applicable State standards 
and regulations and contains payment pro­
visions and protective provisions (specified 
in Section 234(b) (7)). 
Contracts with health care corporations on 

capitation basts 
Section 135 makes it possible for HEW to 

enter into a contract with a Health Care 
Corporation that operates on the basis of 
predetermined capitation charges to provide 
Comprehensive Health Care Benefits to which 
registrants are entitled under Section 
102 (b) . The copayment component of the 
corporation's capitation charges or any 
separate copayments charged for by the cor­
poration, would not be paid by the Secre­
tary but collected by the corporation 
directly from the registrant. Corporations 

are also required to establish record and 
payment centers and to issue identical mem­
bership cards to all of their registrants to 
prevent discrimination on account of eco­
nomic status at the point of service. 

Effect of nonpayment 
Section 136(a) sets forth requirements for 

premium contributions and special pre­
miums to be paid in advance to carriers by 
or on behalf of individuals. 

(b) contains provisions for termination of 
benefit coverage (subject to a grace period) 
in the event of nonpayment with respect to 
the above. 
Enrollment under contracts with carriers 

Section 137(a) vests authority in the Sec­
retary to establish regulations for the enroll­
ment of registrants entitled to Department 
of Health-purchased Comprehensive Health 
Care Benefits. 

(b) limits the types of enrollment to en­
rollment by a registrant for himself only or 
for himself and his spouse and other regis­
trants who are members of his family. The 
conditions for change in type of enrollment 
are left to regulations. The individual en­
rolling for himself and his family is held 
liable for premium contributions related to 
family coverage. 

(c) specifies that to the optimum extent 
open enrollment periods under this section 
and open registration periods for Health 
Care Corporations shall be coordinated, and 
than a corporation's registration center 
shall provide information concerning enroll­
ment. 

Reports by, and audtts of, carriers 
Section 138 states that contracts shall re­

quire carriers to make such reports as the 
Secretary finds necessary, to keep essential 
records, and to assure the correctness and 
verification of its reports. 

Jurisdiction of courts 
Section 139 invests U.S. district courts 

with original Jurisdiction, concurrent with 
the Court of Claims, of a civil action or 
claim against the United States concerning 
this part of the Act. 

Prospective regulations 
Section 140 specifies that contract regula­

tions, or amendments thereto, or to this tttle, 
shall not apply until the next contract year 
if their applications would increase the 
obligations or adversely affect the rights of 
a contracting carrier unless made appli­
cable by the contract itself or by amend­
ment thereto. 

TITLE II-REORGANIZATION OF NA­
TIONAL HEALTH SERVICES 

SHORT TITLE 

Section 200. Title II may be cited as the 
"National Health Services Reorganization 
Act." 

PART A-FEDERAL ADMINISTRATION 

ESTABLISHMENT OF DEPARTMENT OF HEALTH 

Section 201 (a) establishes a new execu­
tive department to be known as the Depart­
ment of Health hereafter referred to as the 
Department. Also provides for the appoint­
ment of a Secretary of Health, with the ad­
vise and consent of the Senate. 

(b) establishes the position of Under Sec­
retary to be appointed r:Jy the President with 
the advise and consent of the Senate. 

(c) establishes seven Assistant Secretaries 
and a. General Counsel, appointed by the 
President with the advise and consent of 
the Senate. 

(d) establtshes a Chief Medical Officer, ap­
pointed by the President with the advise 
and consent of the Senate. This appointment 
shall be without regard to political affilia­
tion, and the term of appointment shall be 
for six years. 
TRANSFERS TO SECRETARY AND CHIEF MEDICAL 

OFFXCER 

Section 202. (a) Except as provided in sub­
section (b), there are transferred to the Sec-
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retary all functions of the Secretary of 
Health, Education, and Welfare under the 
following laws and provisions of law: 

(1) The Public Health Service Act. 
(2) The Family Planning Services and 

Population Research Act of 1970. 
(3) The Comprehensive Alcohol Abuse and 

Alcoholism Prevention Treatment, and Re­
habilitation Act of 1970. 

(4) Section 232 of the National Housing 
Act (relating to mortgage insurance for 
nursing homes). . 

(5) Title XI of the National Housing Act 
(relating to mortgage insurance for group 
practice fac11ities). 

(6) The Mental Retardation FaciUties and 
. Community Mental Health Centers Con­
struction Act of 1963. 

(7) Section 4 of the Comprehensive Drug 
Abuse Prevention and Control Act of 1970. 

(8) The Controlled Su~stances Act. 
(9) The Act of August 3, 1954 (42 U.S.C. 

2001-2004(a)) (relating to hospital and other 
health faci11ties for Indians). 

(10) The Act of August 16, 1957 (42 U.S.C. 
2005-2005(f)) (relating to community hos­
pitals for Indians) . 

(11) Chapter 175 of title 28 of the United 
States Code (relating to civil commitment 
and rehabi11tation of narcotic addicts). 

(12) Chapter 314 of title 18 of the United 
States Code (relating to sentencing of nar­
cotic addicts to commitment for treatment). 

(13) Title III of the Narcotic Addicts Re­
hab111tation Act of 1966 (relating to civU 
commitment of persons not charged with any 
criminal offense) and section 602 of such Act. 

(14) The Fedel'al Cigarette Labeling and 
Advertising Act. 

( 15) The Federal Food, Drug, and Cosmetic 
Act. 

(16) The Federal Hazardous Substances 
Act. 

(17) The Poison Prevention Packaging Act 
of 1970. 

( 18) The Fair Packaging and Labeling Act. 
(19) The Act of March 2, 1897 (21 U.S.C. 

41-50) (relating to tea importation). 
(20) The Act of March 4, 1923 (21 U.S.C. 

61-64) (relating to filled milk). 
(21) The Act of February 15, 1927 (21 

U.S.C. 141-149) (relating to importation of 
milk). 

(22) The Federal Caustic Poison Act. 
(23) The Flammable Fabrics Act. 
(24) The Federal Coal Mine Health and 

Safety Act of 1969 (other than title IV 
thereof). 

(25) The District of Columbia Medical Fa­
cilities Construction Act of 1968. 

(26) The Occupational Safety and Health 
Act of 1970. 

(27) The Lead-Based Paint Poisoning Pre­
vention Act. 

(28) Titles XVIII, XIX, II, and V of the 
Social Security Act insofar as such titles re­
late to the provision of health care services. 

(29) The District of Columbia Medical and 
Dental Manpower Act of 1970. 

(30) The Drug Abuse Office and Treatment 
Act of 1972. 

(b) The function of the Secretary of 
Health, Education, and Welfare respecting 
( 1) the commissioned Regular Corps and Re­
serve Corps of the Public Health Service, (2) 
the administration of section 329 of the 
Public Health Service Act (relating to assign­
ment of health personnel of the Public 
Health Service to critical need areas), and 
(3) the administration and operation of 
health care delivery facilities of the Public 
Health Service shall be exercised by the Chief 
Medical Officer under the supervision and 
direction of the Secretary of Health. 

(c) Within 180 days, the President may 
transfer to the Secretary any other function 
if the Office of Management and Budget 
determines such functions relate to the above 

• functions, or otherwise relate to health. 

BEDESIGNATION OF DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Section 203. (a) States that the Depart­
ment, Secretary, Undersecretary, Assistant 
Secretaries, General Counsel, and Assistant 
Secretary for Adtninistration of HEW, shall 
respectively be designated as of Education 
and Welfare. 

(b) Provides all references to Department 
of Health, Education, and Welfare in law, 
regulat~on, document, or other record shall 
be re-designated accordingly. 

ADMINISTRATIVE PROVISIONS 

Section 204(a) authorizes the Secretary, 
subject to title 5, U.S.C., to appoint, employ, 
fix the compensation of and prescribe duties 
and authority for such personnel as are nec­
essary to carry .out the functions of the De­
partment; 

(b) the Secretary is authorized by section 
3109 of title 5, U.S.C., to obtain services of 
individuals, but at rates not to exceed the 
daily equivalent of the rate in effect for 
grade GS-18 of the General Schedule, unless 
otherwise specified in an appropriate Act; 

(c) the Secretary is authorized to delegate 
and re-delegate functions and make such 
rules and regulations as are necessary to 
carry out his functions; 

(d) authorizes the Director of the Office 
of Management and Budget to transfer posi­
tions, personnel, assets, liab111ties, contracts, 
property, records, authorizations, allocations 
and other funds employed, held, used, arising 
from available or to be made available in 
connection with functions transferred in 
section 202; 

(e) personnel transferred under subsection 
(d) of this section shall be without reduc­
tion in classification or compensation for 1 
year; 

(f) when all functions of any office or 
agency are transferred, such office or agency 
shall lapse; 

(g) authorizes a capital working fund for 
administrative operations of the Department, 
including a central supply service for sta­
tionary and equipment; central mall, mes­
senger, telephone and other communication 
services; document reproduction; office space; 
graphics and visual aid; and central library 
services. Authorizes appropriations for this 
fund; 

(h) authorizes approval of a seal of office 
by the Secretary; 

(i) authorizes the Secretary to provide for, 
construct or maintain for employees and 
their dependents stationed at remote local­
ities the following: emergency medical serv­
ices and supplies, food and other subsistence 
supplies, mess facilities, motion picture 
equipment and film for recreation and train­
ing, and living and working quarters and 
facilities. 

These services shall be at prices reflected 
reasonable value as determined by the Sec­
retary; 

(j) authorizes the Secretary to accept, 
hold, administer, and utilize gifts and be­
quests of real or personal property, for the 
purpose of aiding or facilitating the work of 
the Department; 

(k) authoriZAas the Secretary to appoint 
such advisory committee as may be appro­
priate and provide per diem and travel ex­
penses as provided under Federal law; 

(1) authorizes the Secretary to contract 
for research, and disseminate reports on such 
research. 

ANNUAL REPORT 

Section 205 directs the Secretary to submit 
an annual report on activities of the Depart­
ment in the preceding fiscal year, to the 
President for submission to Congress. 

SAVINGS PROVISIONS 

Section 206 stipulates that all existing and 
presently effective orders, determinations, 
rules, regulations, permits, contracts, certifi-

cates, licenses and privileges issued prior to 
transfer of functions shall continue in effect 
until modified, terminated, superceded, set 
aside or repealed by the Secretary, the Courts 
or by operation of the law. This shall not af­
fect pending proceedings, either administra­
tive or judicial, which shall continue to 
judgment as if this part had not been en­
acted. The Secretary may need to keep a pre­
viously existing office in existence during 
pending litigation. 

CODIFICATION 

Section 207 directs the Secretary to submit 
to Congress within two years a proposed codi­
fication of all laws which contain functions 
transferred to the Secretary. 

DEFINITION 

Section 208 defines "function" as includ­
ing power and duty. 

CONFORMING AMENDMENTS 

Section 209 changes all code references to 
the Department of Health, Education, and 
Welfare and inserts appropriate references to 
the Department of Health. 

EFFECTIVE DATE : INITIAL APPOINTMENT OF 
OFFICERS 

Section 210 sets a minimum of 90 days after 
enactment for effective date. Officers pro­
vided for may be appointed at any time after 
the date of enactment. 
PART B-FEDERAL ADMINIST'.RATION OF HEALTH 

CARE PROGRAMS 

FUNCTIONS AND RESPONSmiLITIES OF THE 
SECRETARY 

Section 211 (a) charges the Secretary with 
responsibility for the planning, administra­
tion, operation, coordination, and evaluation 
of all health care programs under this Act. 

(b) specifically charges the Secretary with 
responsib111ty for-

( 1) continuous review of the activities of 
State Health Commissions; 

(2) liaison with all Federal agencies ad­
ministering health or health-related pro­
gTams, and with private national accrediting 
and other agencies concerned with standards 
of care and qualifications of health person­
nel, including the approval and listing of 
certifying bodies; 

(3) responsibility for annual reports, to be 
transmitted through the Secretary of HEW 
to the President, first to evaluate the prog­
ress of State plans and the development of 
Health Care Corporations, and thereafter, to 
evaluate the national program, including 
recommendations for legislation, if any; 

(4) dissemination to State governments. 
providers of service, and the public, of all 
pertinent information about the national 
program; and to State governments, pro­
viders of service, and potential sponsors of 
Health Care Corporations, information con­
cerning the organizatior.. and responsib111ties 
of such corporations. 

REGULATIONS OF THE SECRETARY 

Section 212(a) authorizes the Secretary of 
Health to prescribe all further regulations 
that it considers necessary to implement this 
Act. 

(b) further authorizes the Secretary to 
prescribe by regulation-

( 1) standards of accounting, reporting and 
billing for Health Care Corporations; 

(2) the method(s) to be used in deter­
mining the financial requirements of institu­
tional health care providers, including op­
erating and capital requirements, and for 
non-institutional providers, an reasonable 
fees, salaries, or other compensation for 
services; 

(3) standards of quality and safety, such 
standards to require as a minimum that hos­
pitals, extended care facilities, and home 
health agencies meet the applicable require­
ments contained in title XVIII of the Social 
Security Act, and that nursing homes meet 
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such requirements as the Secretary finds 
appropriate; 

( 4) standards relating to the qualifications 
and use of paramedical personnel as assist­
ants to physicians and dentists; and 

(5) standards for the determination of 
qualified carriers under Section 232. 

(6) standards of confidentiality of infor­
m>ation, permitting disclosure of clinical and 
financial data only as specified in regulations 
by the Secretary, but only to extent neces­
sary for administration of the program. 

(7) standards for development by State 
Health Commissions of prospective payment 
methods. 

NATIONAL HEALTH ADVISORY COUNCIL 

Section 213 (a) establishes a National 
Health Services Advisory Council, whose 
Chairman shall be the Secretary of Health, 
with 20 other members to be appointed by 
the Secretary. 

Members of the Council shall include rep­
resentatives of health care providers, not less 
than half of the members shall be repre­
sentatives of consumers of health care serv­
ices. Members are to be appointed for four­
yea.r staggered terms, with five members ap­
pointed each year. 

Council members representing providers 
shall be outstanding in fields related to medi­
cal, hospital, and health activities, or be 
representatives of organizations of profes­
sional health personnel. Consumer repre­
sentatives shall not be engaged in or have 
financial interest in furnishing health serv­
ices and shall be persons knowledgeable 
about health needs and the problems of pro­
viding health services. 

(b) authorizes the Advisory Council to ap­
point professional or technical committees; 
and states that the Council, its members, and 
its committees may hire staff as authorized 
by the Secretary. The Council shall meet 
not less than four times each year and as 
often as the Secretary deems necessary. 

(c) charges the Council with: 
(1) advising the Secretary on general pol-

icy, and 
(2) studying the activities of State Health 

commissions, and Health Care Corporations, 
and other health care providers in order to 
recommend changes to the Secretary. The 
Council shall make an annual report to the 
Secretary which shall be transmitted to 
congress With a report by the Secretary on 
any administrative recommendations of the 
council that have not been followed. The 
Secretary shall report to Congress his views 
of the Council's recommendations for legis­
lation. 

(d) provides that the Council's members 
and members of its committees shall be com­
pensa.ted for their work at rates fixed by 
the Secretary but not more than the daily 
rate for grade G8-18 of the General Sched­
ule ; and that they Will be reimbursed for 
travel expenses. 

STUDIES OF DELIVERY AND FINANCING OF 

HEALTH CARE 

Section 214(a) requires the Secretary of 
Health to make a continuing study of the 
operations under this title, including all of 
the aspects of services of health care provid­
ers, the effectiveness of supervision by State 
Health Commissions, and the financing 
of services through insurance. The Secretary 
further authorized to study alternative 
methods of furnishing and financing health 
care services, and methods of improving the 
delivery of health services. 

(b) authorizes the Secretary to conduct 
the functions under this section through 
contract and to make grants to public or 
other nonprofit agencies for this purpose. 

(c) requires the Secretary to publist.. the 
results of its studies from time to time. 

UTILIZATION OF STATE AGENCIES 

Section 215(a) authorizes and encourages 
HEW to make armngements with State 

Health Commissions which will enable the tion benefits under Section 906 of the Social 
commissions: Security Act; 

(1) to contract, as agent and in the name (6) the cost of establishing or maintain-
of the Department of Health, with the health ing a reserve of 5 per cent of the foregoing 
insurance carriers approved by the Secretary; costs; and 
and (7) the cost of administration incurred by 

(2) to perform other functions that the HEW in providing the coverages in (1), (2), 
Secretary may deem appropriate. and (3). 

(b) requires the Department to pay State (d) states that the Secretary shall estimate 
Health Commissions for their administrative the cos·ts of (a) and (b) and make requests 
costs pursuant to the arrangements above. to Congress for necessary annual appropria-

FEDERAL FINANCING RESPONSIBILITIES FOR tions. 
HEALTH SERVICES CONTRACTING AUTHORITY OF THE SECRETARY 

Section 216(a) amends (effective January 1 Section 217(a) (1) states that the Secretary 
or July 1, whichever comes first, at least shall provide prepaid coverage, through con-
6 months after the date of enactment of this tracts with carriers for the benefits to which 
Act) the social security Act to: individuals and their families (i.e., the aged, 

(1) make available to all persons eligible the low-income, and the medically indigent) 
for Part A of Title XVIII also eligible for are entitled under Section 103. 
Part B of that Title, and to finance Part B (2) permits the Secretary to establish 
contributions through appropriations from qualifying standards for carriers in addition 
general Federal revenue. to those set forth in this part of the Act. 

(2) provide for annual appropriations by (b) (1) permits the Secretary to negotiate 
the Federal government for health insurance and enter into {A) contracts with a carrier 
benefits that are equal to Title XVIII benefits or carriers to provide Comprehensive Health 
(with no obligations for copayments or de- Care Benefits for all individuals in the above­
ductibles) for all those eligible under income mentioned categories; (B) contracts with 
class 1 as defined in Section 103(a) (1). qualified carriers which have underwritten a 

(3) provides that no premium or similar prepayment plan for a Health Care Corpora­
amount shall be payable by any individual tion operating wholly or primarily on a pre­
eligible for benefits under (1) and (2) above. determined capitation charge basis; and (C) 

(b) provides that effective on the first day direct contracts with Health Care Corpora­
of the third full fiscal year that begins after tions under Section 135 if the corporations 
this Act is enacted, the Federal government operate on a predetermined capitation charge 

basis and as such qualify as carriers. 
will make annual appropriations in behalf (2) permits the Secretary to authorize 
of the program outlined in Title I to meet State Health Commissions to act as his 
the following estimated cost for the fiscal agents in contracting with carriers described 
year: in (1). 

(1) expansion of Title XVIII benefits to in- (3) exempts contracts under this part from 
elude Section 125 Catastrophic Expense Bene- any provision of law requiring competitive 
fits for the Aged: bidding and from such other requirements of 

(2) prepaid coverage equivalent to Title law as the Secretary may waive. It requires 
XVIII benefits and Section 125 Catastrophic the Secretary, however, to communicate to 
Expense Benefits for persons under 65 who all qualified carriers a description of the 
are low income persons or members of low in- coverage he desires, the requirements and 
come families and the net cost, after deduct- provisions of this title and regulations, and 
ing the contribution required of them of this to invite these carriers to submit proposals. 
coverage for persons who are under 65 who The paragraph lists some of the factors which 
are medically indigent or members of the Secretary is to consider in negotiating 
medically indigent families; and contracts, such as the carriers' experience 

(3) the cost of providing a 10 per cent with group health insurance or prepayment 
premium subsidy for those individuals in plan coverage. It further provides that the 
Income Class 5 under Section 102{c) who Secretary may require the contracting carrier 
register with Health Care Corporations. to reinsure with other carriers, and states 

Appropriations are also authorized to the that he shall enter into a contract With a 
Federal Hospital Insurance Trust Fund and combination of carriers only if this does not 
the Federal Supplementary Medical Insur- result in high premium rates and only if it 
ance Trust Fund for additional costs in- best serves the purposes of this title. The 
curred under this subsection. term "combination of carriers" is defined. 

(c) provides that effective on the first day FEDERAL RESPONSIBILITY FOR DEVELOPMENTAL 
of the fifth fiscal year that begins after the GRANTS 
calendar year in which this act is enacted, 
the Federal government will make annual Section 218(a) states it to be a responsi-
appropriations in behalf of the program out- b111ty of the Secretary to promote and assist 
line in Title I, to meet the following esti- the establishment, as soon as practicable, of 
mated costs for the fiscal year: the system of comprehensive health care de-

(1) prepaid coverage for Comprehensive livery contemplated by this title, this to be 
Health care Benefits for persons under 65 accomplished through a variety of means of 
who are low-income persons or members of financial and technical assistance in the 
low-income families; planning and development of Health Care 

(2) the net cost, after deducting the con- Corporations, including the provision of in­
tribution required of them, of such coverage centives for use of the capitation method of 
for persons under 65 who are medically in- payment for health care and the develop­
digent or members of medically indigent ment and improvement of outpatient care 
families; • centers, particularly in poverty and rural 

(3) the net cost, after deducting the con- areas, and for the development of home 
tribution from the Title XVIII Part A trust health care agencies. 
fund, of such coverage for aged persons; and (b) authorizes the Secretary to recommend 
the added cost of those 65 and over who necessary appropriations for each fiscal year 
are either low-income persons or members of to carry out this responsib111ty. 
low-income families, or are medically in- AUTHORIZATION OF DEVELOPMENTAL FINANCIAL 
digent persons or members of medically in­
digent families ; 

(4) the cost of providing a 10 per cent pre­
mium subsidy for those individuals in In­
come Class 5 (as defined in Section 102(c)) 
who register with Health Care Corporations; 

(5) the cost of health benefits provided 
to those receiving unemployment compensa-

ASSISTANCE 

Section 219 (a) authorizes the Secretary to: 
( 1) make grants for planning, organizing, 

developing, and establishing Health Care 
Corporations, including their affiliation 
agreements with providers of health care; 

(2) enter into contracts to pay all or part 
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of the operating deficits of these corporations 
during their establishment or expansion; 

(3) make grants to such corporations or 
their affiliated public or nonprofit providers 
for the initial operation of new outpatient 
care centers or new or expanded services in 
outpatient care centers or new or expanded 
home health care agencies; and 

(4) make grants for major health main­
tenance, diagnostic, or therapeutic equip­
ment, data processing systems or equipment, 
or central service equipment, needed for the 
initial operation of Health Care Corporations. 

(b) (1) requires the Secretary, in making 
the above grants and/or contracts, to take 
into consideration existing health care re­
sources and systems, and relative needs of 
States and areas within States; and requires 
the Secretary to make equitable distribution 
of such assistance. 

{2) states that not more than 15 percent of 
the appropriations made for such grants or 
contracts may be spent in any one State. 

(3) states that in awarding such contracts 
during the first five years for which funds 
have been appropriated, the Secretary shall 
give priority to corporations that (a) op­
erate primarily on predetermined capitation 
charges, or (b) are in the process of convert­
ing primarily to that basis, or {c) agree to 
operate on or convert to primarily that basis 
if awarded such a contract. After the 5-year 
period, the Secretary may award contracts 
only to such corporations. 

{4) (a) states that a grant or contract shall 
not be awarded when there is a State plan 
approved under this part of the Act, unless 
the State Health Commission has recom­
mended approval of the application and has 
certified: 

(1) in the case of start-up funds for a 
Health Care Corporation, that such a cor­
poration is needed in the area involved, con­
sonant with the State plan; 

(2) in instances of a contract to meet for 
a reasonable period operating deficits of a 
Health Care Corporation, that the corpora­
tion applicant satisfies the definition of a 
Health Care Corporation and has been, or 
upon approval of the contract by the Secre­
tary will be, approved by the commission; 

(3) in the case of grants for the initial 
operation or equipping of outpatient care 
centers or for the expansion of such cen­
ters, or for major equipment, that the cor­
poration satisfies the requirements referred 
to in paragraph (2) above, and that the out­
patient care center or major equipment in­
volved is needed for the effective discharge 
of the functions of the respective Health Care 
Corporation under the State plan. 

(c) declares that in a state in which there 
is not yet an approved State plan but in 
which a State Health Commission and a 
State Advisory Council have been established, 
the secretary shall not make a grant or con­
tract under the foregoing sections unless the 
commission, the State planning agency, if 
any, and the appropriate areaWide health 
planning agency {if it is different from the 
State planning agency) have had an oppor­
tunity to review and comment on the ap­
plication. This paragraph also defines "ap­
propriate areawide health planning agency" 
as that agency referred to in section 314(b) 
of the Public Health Service Act or, if there 
1s no such agency, another pubUc or non­
profit private agency or organization (if any) 
performing similar functions. 

GRANTS FOR STATE PLANS 

Section 220(a) authorizes the secretary 
to make grants to State Health Commissions 
for all or part of the cost of developing State 
plans, including the expenses of State Ad­
visory Councils, and the cost of dissemina­
tion of information about the proposed plan, 
and of public hearings. 

(b) authorizes appropriations for grants 
under this section for each fiscal year in 
the period beginning with the fiscal year 

of enactment and ending with the close of 
the 3rd full fiscal year. 

(c) requires the secretary to pay to each 
State with an approved plan a percentage of 
the expenditures for the administration of 
the plan, beginning with 90 per cent during 
fiscal years ending before the effective date 
of the benefit program of this Act (section 
101 and 102), and diminishing to 85 per 
cent during the next two fiscal years and to 
75 percent thereafter. With respect to Fed­
eral functions as agent of the secretary (see 
Section 234(b) (10)) the Federal percentage 
is fixed at 100. ' 
FINANCIAL ASSISTANCE UNDER OTHER PROGRAMS 

section 221(a) (1) states that the secretary 
shall, to the optimum extent, use other pro­
grams of financial assistance in the field of 
health care to promote the purposes of this 
Act. 

(2) authorizes the secretary, notWith­
standing any other provision of law, to give 
highest priority to the needs of Health Care 
Corporations in the administration of such 
other programs, particularly in urban or 
rural poverty areas. 

{b) (1) requires the Secretary to develop 
and disseminate informational materials 
about the availability of assistance under 
this part of the Act. 

(2) states that the secretary, on request, 
may provide advice, counsel, and technical 
assistance to Health Care Corporations and 
others named in this part in preparing appli­
cations and meeting requirements for grants 
and contracts. 

PENALTIES FOR . FRAUD 

Section 222(a) provides for any individ­
ual, provider of health care, carrier or other 
person who knowingly or willingly makes or 
causes to be made any false statement or 
representation of a material fact in the ap­
plication of any benefit or any grant or other 
payment under this Act or makes false state­
ments or fails to disclose or who willingly 
converts such benefit or payment to any 
other use or purpose shall be guilty of a mis­
demeanor and upon conviction thereof shall 
be fined not more than $10,000 or imprisoned 
for not more than one year or both. 

{b) provides a similar penalty for any pro­
vider of health care or other person who fur­
nishes items or services to an individual for 
which payment is made under this Act for a 
kick-back or bribe or furnishing of such serv­
ices or a rebate of any fee or charge. 

(c) provides a $2,000 fine or imprisonment 
for not more than 6 months or both for false 
statements or misrepresentations of a mate­
rial fact with respect to the conditions or 
operation of any organization, institution, or 
fac1llty in order that it may qualify as a 
carrier or provider of health care for pur­
poses of this Act. 

PART 0--STATE FuNCTIONS 

General conditions of State participation 
Section 231 requires that in order for its 

residents to participate in the provision of 
Comprehensive Health Care Benefits that are · 
financed or assisted by Federal funds, a State 
( 1) must accept the provisions of this title 
and establish a newly-constituted and in­
dependent agency to carry out its provisions, 
this agency to be headed by a governing body 

· to be known as the State Health Commis­
sion; (2) must establish a State Advisory 
Council; and (3) must have the Secretary's 
approval of a State plan submitted by the 
State Health Commission under section 234 
for carrying out the State's responsibilities. 
(See also sec. 238 Federal Exercise of State 
Functions in Cases of Noncompliance by 
States.) 

State health commissions 

Section 232 (a) establishes the following 
requ,irements, among others, for St ate Health 
Commissions: a membership of three or five 
commissioners (depending upon the State 

law establishing the commission) appointed 
by the governor, for staggered terms (re­
newable) of six years. Not more than two 
members of a three-member commission, nor 
more than three members of a five-member 
commission, shall be members of the same 
political party. The governor shall designate 
one of the members as chairman. 

(b) lists the principal qualifications of 
and requirements for State health commis­
sioners. It provides that commissioners 
should be chosen not primarily for 'their 
experience in health affairs, but for their 
ability to bring effective and objective policy 
direction to the commission's affairs, and it 
requires that ( 1) health professionals shall 
not constitute a majority of the membership 
of a State Commission; (2) commissioners 
shall serve full-time and not be engaged in 
any other business; ( 3) the chairman and 
the commissioners shall be salaried at levels 
comparable to those of heads of State execu­
tive departments; (4) commissioners may 
be subject to removal only for causes listed 
in this section; and ( 5) commissioners (and 
other officers or employees of the commis­
sion) may not hold any official or con­
tractual relation with, or have any pecuniary 
interest in, any Health Care Corporation or 
provider of health care under the regulatory 
jurisdiction of the State Health Commission. 
This regulation is not to bar persons having 
such a relation or interest from serving as 
members of the State Advisory Council. 

State Advisory Council 
Sec. 233 states that members of the State 

Advisory Council shall consist of ( 1) persons 
broadly representative of providers of health 
care in the State, including but not limited 
to representatives of Health Care Corpora­
tions, other nongovernmental and public 
organizations, and representatives of schools 
and institutions concerned with education or 
training of persons in the health profes­
sions and ancillary occupations, and (2) not 
less than an equal number of persons repre­
sentative of consumers of health care who 
are neither providers nor have a financial 
interest in providing care, are fam111ar with 
the State's health care needs, and have 
knowledge of the problems of providing 
health care. 

State health care plans 
Sec. 234(a) states the requirements for 

State plans : (1) conformity with subsection 
(b) below; (2) submission of the plan in 
detail to the Secretary by the State Health 
Commission; (3) preparation of the plan 
Council; and ( 4) in the case of submission 
of the initial plan to the Secretary, or of 
a submission for annual renewal of the Sec­
retary's approval after major revision of the 
plan, prior to reasonable opportunity to the 
public to express its views of the plan. 

(b) itemizes the State plan requiJ'ements. 
including the following: 

(1) designation of the State Health Com­
mission as sole administrative agency for the 
plan; 

(2) evidence of the Commission's authority 
to carry out the plan; 

(3) provision for adequate consultation 
with the State Advisory Council; 

(4) statement of qualifications for per­
sonnel responsible for administration of the 
plan; 

(5) provision of methods for efficient ad­
ministration, including personnel merit sys­
tem standards consistent with those of the 
Civll Service Commission (but the Secretary 
shall have no authority with respect to the 
selection, tenure, and salary of individuals 
if employed in accordance with the merit 
system methods); and provision for utiliza­
tion of qualified professional medical per­
sonnel and other professional personnel; 

(6) provision for the designation of pre­
ferred service areas by applicant Health Care 
Corporations (in keeping with section 245); 
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approval for each such area of one or more 
Health Care Corporations (in accordance with 
section 235); and inclusion of a program for 
the completion of these initial designations 
and approvals (including creation of govern­
mental corporations if necessary to carry out 
the policy of this Act to provide every in­
dividual with an opportunity to register and, 
when possible, to have a choice of Health 
Care Corporations) as well as registration of 
eligible individuals with approved Health 
Care Corporations, not later than the end of 
the fourth fiscal year that begins after the 
calendar year in which the bill is enacted; 

(7) provision of State arrangements to 
assure group coverage for Comprehensive 
Health Care Benefits at reasonable rates, for 
themselves or their employees, to all residents 
not entitled to HEW-purchased coverage, and 
for effective enforcement of these arrange­
ments (subject to review by the Secretary 
wtih respect to enforcement of Federal regu­
lations); and provision for regulation of the 
premium rates of carriers (except under con­
tracts negotiated directly by the Secretary) 
by the State Health Commission or one to 
which it delegates that funotion or alterna­
tively, by the State's insurance department; 
provision for other regulation and supervi­
sion of the carriers by the State Health Com­
mission (including, for Comprehensive 
Health Care Benefits, a required standard 
provision for temporary continuation of cov­
erage for the famlly in the event of the pri­
mary insured's death); and provision for 
hearings, before the Commission, on claims of 
Health Care Corporations against carriers, 
and for adjudicating such claims; 

(8) provision for optimum use or adapta­
tion of various Federally-aided programs de­
veloped for the State and at regional and 
local levels with respect to comprehensive 
health planning; 

(9) provision that when requested by the 
Secretary the State Health Commission will, 
in behalf of the Secretary, contact with 
qualified carriers for CHCB coverage (other 
than coverage negotiated and contracted di­
rectly by the Secretary) required to be fi­
nanced by Federal purchase; act as fiscal 
agent of the Secretary in transactions with 
carriers; 

furnish to the Secretary all information 
necessary for prospective estimates of govern­
ment appropriations for implementation of 
this Act; and review and make recommenda­
tions with respect to applications for grants 
under Part A of this title or for other Fed­
eral aid administered by the Secretary; 

(10) after consultation with health care 
providers and consistent with regulations by 
the Secretary, develop and implement a sys­
tem or systems of uniform accounting, re­
porting and billing to be utlUzed by pro­
viders, carriers, and the Commission; 

( 11) inclusion of a program whereby the 
State can cooperate with HEW tn a nation­
wide system for the collection of health 
data; 

(12) protection of individual registrants 
or applicants for registration through safe­
guards on the use or disclosure of identify­
ing information collected under paragraph 
(11) above; 

(13) evaluation, at least annually, of the 
effectiveness of the activities of the state 
Health Commission of Health Care Corpora­
tions and other health care providers; 

(14) provision that the Commission will 
make reports of :mch evaluations of effec­
tiveness, as well as such other reports as 
the Secretary may require; and 

(15) provision that the Commission wlll 
review the State plan at least annually and 
submit modifications to the Secretary. 

(c) requires the Secretary to approve a 
State plan meeting the above-stated require­
ments, except that the Secretary is directed 
not to approve a State plan if the plan or 

CXXI--5-Part 1 

other State law, or the practice of a State 
licensure or regulatory authority-

( 1) prevents or limits Health Care Cor­
porations from providing services to regis­
trants through the employment of licensed 
medical or other health care practitioners by 
the corporation or other nonprofit providers; 
or through group practice or other arrange­
ments; 

(2) deprives any Health Care Corporation 
of its rights to designate its preferred service 
area and of its right of appeal for change in 
such service area, in accordance with the 
provisions of this Act; 

(3) disqualifies a physician on the staff of 
an HCC from serving on the governing board 
of a Health Care Corpor.ation or of an insti­
tutional provider thereof; 

(4) prevents health care practitioners 
from employing or arranging with assistants 
under their supervision to perform health 
care functions for which they are trained; 
and 

( 5) prevents or limits carriers from offer­
ing coverage of health care provided in ac­
cordance with (1), (2), {3), or (4) above 
unless the Secretary finds that the State 
prohibition or restriction is consistent with 
the purposes of this title. 

(d) stipulates that, with certain mino:r 
exceptions, the approval of a St8ite plan shall 
be for one calendar or one fiscal year, which­
ever the Secre·tary determines. 

Designation of health care areas 
Section 235(a) requires each State Health 

Commission to make a study and survey 
with a view to approval of service areas for 
applicant Health Care Corporations and es­
tablishes criteria to be considered for that 
purpose, including the following: size and 
distribution of population, and patterns of 
illness among population groups in various 
parts of the State; existing health care re­
sources, their potential for sponsoring or 
participating in Health Care Corporations, 
and their distribution in relation to need for 
health care; local governmental structures; 
transportation; patterns of organization for 
the delivery of care and patterns of use; and 
requires the Commission, in that connection 
to set a date for initial applications of 
Health Care Corporations indicating their 
preferred service areas (or statements of in­
tention by proposed sponsors of such cor­
porations) to assist the Commission in its 
study. 

(b) require, in addition to (a), that the 
Commission consult representatives of the 
general public; of public and private health 
care institutions or their organiza-tions; or 
medical and other health care profession 
(including representatives of group prac­
tice) : of appropriate State and local gov­
ernment agencies; where appropriate, of 
State Health Commissions in adjoining 
States; and other interested groups and in­
dividuals. 

(c) (1) obligates the Commission to pub­
lish, as part of the State plan, its survey 
findings and the designation of service areas 
for Health Care Corporations. The Commis­
sion is required to conduct public hearings 
on its proposal and thereupon to issue ini­
tial designations. 

(2) states that the Commission may, in 
cooperation with another State, designate 
jointly a service area or areas that include 
parts of both States. 

(d) permits subsequent amendment of a 
designated service area under subsection (c) 
either on the Commission's own initiative 
or on petition of Healt}?. Care Corporations 
or other concerned parties, but requires that 
final action on the amendment may be taken 
only after reasonable notice and opportunity 
for a fair hearing. 

Regulatory functions of State health 
commissions 

SEc. 236(a) requires that a State plan 
shall, in addition to requirements above-

(1) stimulate the organization of Health 
Care Corporations through every means 
available and provide for cooperative ar­
rangements with other State commissions in 
jointly or reciprocally approving corporations 
to serve joint or adjoining service areas; 

(2) provide for authorizing the incorpora­
tion (or admission into the State from an­
other State) of Health Care Corporations, 
either through the Commission or other ap­
propriate State agency; 

(3) provide for the evaluation of the ap­
plication of any corporation for approval to 
operate as a Health Care Corporation in a 
service area or areas approved by the Com­
mission in accordance with Section 235, and 
describes the procedure for granting ap­
proval and issuing a certificate of approval 
for the service area or areas involved; 

(4) provide that in areas, in whole or in 
part, where more than one Health Care Cor­
poration has been approved the Commission 
may, if necessary, restrict the number of in­
dividuals to be registered by each corpora­
tion, residents to be accepted for registration 
within that number on a first-applied-first­
accepted basis; 

(5) limit the charges of approved Health 
Care Corporations and other licensed pro­
viders to charges and rates prospectively ap­
proved by the Commission; and require that 
services are not duplicative or excessive, that 
charges for physicians' service (such as ra­
diologists and pathologists) which are gen­
erally available to all inpatients of an insti­
tution, be included as part of institutional 
service charges and not as separate physi­
cians' charges (regardless of the method of 
payment to the physician), the purpose be­
ing to require no additional copayment from 
the patient for such services; require that 
the budgets of Health Care Corporations, and 
other institutional providers be prepared as 
prescribed by the Secretary; and provide that 
all providers are entitled to a fair hearing if 
dissatisfied with a decision of the Commis­
sion with respect to its charges; 

(6) provide for effective enforcement, by 
the Commission, of the responsibility of 
Health Care Corporations and other licensed 
providers as defined in this Act, assuring that 
with respect to Health Care Corporations 
their services be of not less than the scope, 
quality, and comprehensiveness required by 
this title, including standards prescribed by 
the Secretary, and requirements for the pro­
vision of services by Health Care Corpora­
tions as prescribed in Sections 243 and 244 
of this title, and for other providers, require­
ments for the provision of services similar 
to those specified in Section 244 as defined 
by regulations; 

(7) prohibit the construction of health 
care facilities, or changes in major services, 
or their establishment through rental o~ 
major equipment or existing structures, by 
Health Care Corporations or other providers 
except when authorized by the Commission 
on the basis of a finding of need; 

(8) authorize the Commission to adjUdi­
cate controversies between corporations, affil­
iated providers, and non-aflU1ated providers. 

(9) provide for a fair hearing, before the 
Commission, of any individual not accepted 
for registration by an approved Health Care 
Corporation of whose service area he claims 
to be a resident; or with respect to a mone­
tary claim of at least $100 by a registrant 
against a corporation or carrier; or to any 
individual who alleges that the corporation 
has falled to fulfill its obligations under this 
Act and that the fatlure is part of a pattern 
of conduct; 

(10) provide for review and approval of 
peer review systems of approved Health Care 
Corporations and continued survemance over 
their operations; and 

(11) provide for implementation of com­
parable peer review systems for services per­
formed by providers not affiliated with Health 
Care Corporations. 
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(b) recognizes that compliance with the 

procedures set forth in Sections 1863 through 
1865 of the Social Security Act are to be 
employed in establishing compliance with 
this Act for Health Care Corporations and 
non-affiliated providers. 

(c) ( 1) authorizes the Commission to take 
prompt corrective action whenever it deter­
mines that a Health Care Corporation has 
failed to fulfill all of its obligations; and 
states that the corporation is entitled to 
opportunity for a hearing with respect to the 
Commission's decision in this regard, the out­
come subject to judicial review as provided 
by State law. However, initiation of a pro­
ceeding for judicial review shall not operate 
as a stay of the Commission's decision unless 
so ordered by the court. 

(2) states that paragraph (c) (1) notwith­
standing, the Commission may give its order 
immediate effect, subject to reversal or modi­
fication following judicial review, if it de­
cides that a corporation's failure to function 
creates an imminent hazard to the health of 
its registrants. 

(3) empowers the Commission, in addition 
to its authority for corrective action above, 
to revoke (following fair hearing) its certifi­
cate of approval for operation by the corpora­
tion in its service area and to approve for 
service in that area another Health Care 
Corporation or corporations, or, in lieu of 
this, to bring the delinquent corporation 
into compliance through appointment of a 
receiver or other effective means. The order 
of the Commission shall be subject to judi­
cial review in a State court. 

(d) authorizes the Commission to take 
corrective action whenever it determines 
that any provider not affiliated with a Health 
Care Corporation has failed to fulfill the 
obllgations set forth in this Act, this action 
to include suspension of payment for serv­
ices performed under Comprehensive Health 
Care Benefits. Appeals procedures outlined 
in (c) apply to this provision. 

Judicial review 
Section 237 (a) states that any State dis­

satisfied with the Secretary's action under 
section 238 (other than subsection (c) (3)) 
may obtain Judicial review of the action, and 
establishes requirements for the petitioning 
of such review. 

(b) provides that the findings of fact of 
the Secretary, if supported by substantial 
evidence, shall be conclusive on the court, 
but that the court, for good cause shown 
may remand the case to the Secretary to 
take further evidence. 

(c) provides that the judgment of the 
court shall be final, subject to review by the 
Supreme Court, and that the commence­
ment of proceedings under this section shall 
not, unless ordered by the court, operate as 
a stay of the Secretary's action. 
Federal exercise of State junctions in cases 

of noncompliance by States 
Section 238(a) deals with the authority of 

the Department of Health in the case of any 
State which has not established a State 
Health Commission in conformity with Sec­
tion 232 and submitted an approvable State 
plan prior to the third fiscal year beginning 
after the calendar year of enactment of this 
Act. It grants authority to the Secretary in 
such an instance to appoint commissioners, 
hire staff, and assume all functions of a State 
commission in compliance with the pro­
visions of this Act, and in that event to 
utilize for that purpose any Federal funds 
available for administration of State plans 
under the Act. 

(b) Stipulates that the Secretary shall not 
r~fuse approval of a State plan without rea­
sonable notice to the State, and opportunity 
for hearings; and that, when an application 
for renewal of approval of the State plan is 
pending, the Secretary may temporarily post­
pone expiration of its last approval until 
it has come to a decision concerning re­
newal. 

(c) ( 1) describes the instances under which 
the Secretary may withdraw approval of a 
State plan which, no longer complies with 
Section 234(c), and may withhold further 
payments (or may, in its discretion, suspend 
approval of parts of a plan and limit pay­
ments thereby), until it is satisfied that 
there will no longer be such a failure to 
comply. 

(2) states that the Secretary may post­
pone action under ( 1) to allow necessary 
time for compliance. 

(3) provides that in addition to or in lieu 
of taking action under ( 1) the Secretary may 
request the Attorney General to institute a 
civil action by the United States against the 
State to enforce the requirements of this 
part. 

(4) permits the Secretary, when he has 
withdrawn approval of a State plan, to exer­
cise the functions and use the funds referred 
to in subsection (a) . 

Cooperative interstate activities and. 
uniform laws 

Section 239(a) states that the Secretary 
shall: 

( 1) encourage s.nd assist the States and 
their State Health Commissions with inter­
state agreements and approvals with respect 
to Health Care Corporations, including the 
establishment of Joint health service areas; 
and 

(2) shall assist in the development of 
model State legislation in the areas covered 
by this Act. 

(b) provides for Congressional consent to 
any two or more States that wish to enter 
into agreements as cited above. 

Other administrative procedures 
Sec. 240 amends section 505(a) (2) of the 

Social Security Act to require that the State 
agency required to administer, or supervise 
the administration, of a State plan under 
title V of the Social Security Act be the 
"State Health Commission" (rather than 
the "State health agency") of the State 
(in the case of any State that is a partic­
ipating State under Title I of the bill). 
(The amendment would not supersede the 
grandfather clause of section 505(a) (2) 
which allows the crippled children's service 
portion of a State plan to continue to be 
administered (or supervised) by a welfare 
agency in the case of a State which on July 1, 
1967, provided for administration of its 
crippled children's service plan by that 
agency. 

PART D--HEALTH CARE CORPORATIONS 

Incorporation and State approval 

Sec. 241. (a) defines a Health Care Cor­
poration as a nonprofit private or govern­
mental corporation organized to furnish 
services (through its own resources or 
through affiliation with other providers, non­
profit or for-profit) to registrants, and to 
engage in education, research, and other 
activities related to the furnishing of per­
sonal health services. The section specifies 
that the governing board of the Health Care 
Corporation must have effective and equi­
table representation of the corporation's reg­
istrants and of its affiliated institutional and 
professional providers. 

(b) requires that a Health Care Ccrpora­
tion must be found by the State Health 
Commission to satisfy the requirements in 
(a) above and must be approved by the 
Commission for service in a designated serv­
ice area or areas of the State (in accordance 
with Sections 235 and 236) upon a finding 
that the corporation is well organized under 
professionally competent management, has 
adequate resources in fac111ties anC. per­
sonnel, and has given satisfactory assurance 
of financial responsibility. 
Registration with health care corporations 

Section 242(a) specifies that the corpora­
tion shall register all residents, within the 
designated service area for which it has been 

approved by the State Health Commission, 
who seek registration during a period of open 
registration; and that the corporation shall 
make reasonable effort to register those resi­
dents of the area who have failed to apply 
for registration. 

(b) Permits the Health Care Corporation 
to recruit and register persons outside of its 
designated service area if its quota of reg­
istrants has not been filled; 

(c) state that, in accordance with regu­
lations of the Secretary, a registrant may 
effect registration for his or her spouse and 
their children under 19; 

t d) requires the corporation to dissemi­
nate to the public information about its op­
erations and its services, including registra­
tion information in detail; that it must dis­
seminate information about benefit cover­
ages; assist individuals in establishing en­
titlement to coverage purchased by the Sec­
retary and in obtaining other coverage; 

(e) sets the registration period at 12 
months; permits termination of registration 
with change in residence or for such cause 
as may be approved by the State Health 
Commission. 

Undertaking to furnish services 
Section 243(a) states that the Health Care 

Corporation shall provide all of the services 
for which registrants have Comprehensive 
Health Care Benefits coverage and which are 
medically necessary (or, in the case of health 
maintenance services, medically appropri­
ate). 

(b) permits the corporation to contract 
for services through (an) affiliated pro­
vider(s)-hospital(s), skilled nursing facil­
ity(ies), nursing home(s), or home health 
care agency(ies); physicians, dentists, 
podiatrists, or optometrists, or combinations 
of these, such as partnerships, clinics, or 
group practice organizations; or other kinds 
of providers designated in reguls.tions. Pro­
viders may affiliate with more than one 
Health Care Corporation, but must designate 
one such affiliation as primary. 

(c) permits the provision of drugs, devices, 
appliances and equipment to ambulatory 
patients, and ambulance and other emer­
gency transports. tion services through pro­
viders not affiliated with the corporation; 
it states that medical and other services of 
a specialized nature, with permission of the 
State Health Commission, may be provided 
through arrangements with other Health 
Care Corporations or with providers that are 
not affiliated with the Health Care Corpora­
tion. 

(d) emphasizes health maintenance (in­
cluding health education) for all registrants, 
assurance of continuity of care, and to the 
greatest extent possible, the provision of care 
on an outpatient basis. Health maintenance 
services are to be periodically scheduled; 
outpatient services furnished in centers and 
in physicians' offices; emergency care, includ­
ing ambulance service, to be available at all 
times. 

(e) requires that a system of outpatient 
care centers be developed by the Health Care 
Corporation, these centers to provide health 
maintenance services and community-based 
services such as home care, medical social 
services, and well-baby clinics and mental 
health clinics. These centers are to be related 
to institutional and other providers in order 
to provide necessary laboratory and other 
diagnostic services and referral and transfer 
of patients to facilities providing more com-
prehensive services. · 

(f) stipulates that the Health Care Cor­
poration must review services provided for 
registrants in time of emergency by other 
corporations or providers and, upon approv­
ing the charges, submit them to the carriers 
responsible for payment. Not included are 
payments for services rendered to registrants 
who leave their place of residence expressly 
to obtain health care, unless by arrangement 
with the corporation. 

(g) stipulates that the corporation shall 
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so far as practicable furnish necessary emer­
gency health services to persons not regis­
tered with it and may furnish other serv­
ices to such persons when it can do so with­
out interference to service to its registrants. 

Quality of services 
Section 244(a) fixes the responsibility on 

the Health Care Corporation for the quality 
of all health services it provides, or had 
provided in its behalf, including respon­
sibility for compliance with standards of 
quality and comprehensiveness prescribed by 
the Secretary. The corporation is made re­
sponsible for maintaining controls on utili­
zation of services; for continuing appraisal 
of the effectiveness of services; and for iden­
tifying problems that require planning for 
additional services. To these ends the cor­
poration is required to have a system of com­
prehensive peer review by physicians (and 
dentists in the case of dental services) which 
covers all services provided by the corpora­
tion and its affiliates. The corporation is 
required to maintain a program of continu­
ing education for its physicians, dentists and 
nurses. 

(b) requires that all medical policies of 
the corporation be established with the ad­
vice of physicians and all dental policies with 
the advice of dentists; that all medical judg­
ments must be made by or under the super­
vision of physicians, and dental judgments 
by or under the supervision of dentists. 

(c) encourages participation of physicians 
in all aspects of policy formulation and op­
eration of the Health Care Corporation. 

Participation of professional practitioners 
Section 245(a) requires the corporation, so 

far as practicable, to provide opportunity to 
all practitioners (physicians, dentists, po­
diatrists, and optometrists) in its approved 
service area to furnish services 1n its behalf. 
The corporation is required to annually re­
view the scope of services of each practitioner 
in accordance with his training, experience, 
and professional competence as determined 
through peer review. A practitioner must be 
able to enlarge the scope of his services 
through in-service training. 

(b) stipulates that the corporation may 
not discriminate in selecting practitioners on 
any ground unrelated to professional quali­
fications, but may in initial recruitment give 
preference to local practitioners as between 
equally qualified persons. 

(c) requires the corporation to permit each 
practitioner to select, consistent with the re­
quirements for the corporation established 
by the Act, the form of practice in which 
he wishes to engage. 

Charges by health care corporations and 
other providers 

Sec. 246(a) requires that charges made by 
a Health Care Corporation be made at rates 
fixed prospectively and approved by the State 
Health Commission. These may be revised 
under circumstances that would create hard­
ship, with Commission approval. 

(b) states that charges shall consist of 
an annual capitation amount per registrant 
or registrant family, or of itemized charges 
for separate services or units of service. With 
approval of the Commission, the corpora­
tion may vary its methods of determining 
charges; capitation charges, except for vari­
ations based on size and composition of fam­
ilies, must be uniform for all registrants to 
whom they are applicable, other than regis­
trants having coverage under goverJ?.ment­
purchased cont racts. After three years of op­
eration, the corporation must submit to the 
State Health Commission a plan to com­
mence two years thereafter for offering capi­
t ation rates to its registrants who choose to 
purchase coverage directly from the corpora­
tion. This plan must be implemented by 
making this option to all registrants five 
years after the HCC's incorporation. 

(c) specific that the corporation's charges 
shall meet its financial requireme~ts as de-

termined in accordance with regulations 
and with systems of accounting as pre­
scribed by the Secretary. This section states 
that the corporation must justify to the 
Commission the rates it pays to affiliated 
providers, and must justify the budgets of 
any affiliated providers on which these rates 
are based. In cases where an affiliated pro­
vider contracts with more than one Health 
Care Corporation, the corporation with 
which it has a primary affiliation becomes 
responsible for the justification of budgets 
and rates. 

(d) affirms that in reviewing rates the 
corporation and the Commission must as­
sure that services are provided without un­
necessary duplication and that services are 
not excessively costly. 

Continuing personal health records 
Section 247 (a) requires the maintenance 

by the Health Care Corporation of a per­
sonal health record for each registrant and 
states that these records must be readily 
available to the medical and other staff of 
the corporation and its affiliated providers, 
and th·at they must make it possible for the 
Commission to carry out its statistical re­
sponsibilities, including those related to the 
ut111zation and cost of health services. 

(b) states that the corporation must be 
equipped to promptly transmit personal 
health records of registrants to appropriate 
providers. 

(c) requires transfer of personal health 
records from corporation to corporation when 
registrants transfer; and ttansmission of in­
formation from personal health records to 
corporations and providers when they fur­
nish emergency services to the registrant of 
a Health Care Corporation. 

(d) restricts the disclosure of health in­
formation without consent of the registrant 
to purposes necessary to the administration 
of the corporation, the State plan, or benefit 
coverage and provides up to a $1,000 penalty 
or one year of imprisonment or both for 
violation of this confidential information. 

Participation by· registrants; health 
education 

Section 248 (a) requires corporations to 
establish methods by which registrants may 
express their views about the program and 
performance of the corporati()n and the 
health needs of the community, in addition 
to representation on the corporation's gov­
erning board; requires that such oppor­
tunity be available to groups of registrants 
(geographic, economic, or other), and to 
the extent practicable, to individual regis­
trants; and that advisory committee repre­
sentation be afforded registrants in general, 
with subcommittees or separate committees 
formed for representatives of groups whose 
interests may differ from those of other 
registrants. 

(b) requires that the corporation under­
take a program of continuing health educa­
tion for its registrants, with special emphasis 
directed toward low income and medically 
indigent registrants, affording representation 
to registrants in the formation of such a 
program. The section defines the scope of 
such a program and further requires collab­
orative efforts in community-wide health 
education with governmental and private 
agencies. It also requires the corporation, so 
far as practicable, to provide assistance to 
registrants in overcoming language or edu­
cational handicaps in obtaining access to 
health care. 

NONDISCRIMINATION; COMPLAINTS 

SEc. 249. (a) bars discrimination by the 
corporation in recruitment, registration, and 
in provision of services (subject to medically 
appropriate differentiations, or as specifically 
authorized in this title) , on the ground of 
race, creed, color, national origin, age, sex, 
occupation, economic status, or condition of 
health. 

(b) requires the establishment of com-

plaint procedures for registrants or for per­
sons whose applications for registration have 
been refused. Records of complaints and 
their disposition must be available for in­
spection by the Commission. 

(c) requires the establishment of proce­
dures for -the settlement of disputes with 
affiliated providers and other providers with 
whom the corporation has made arrange­
ments for services to its registrants. 

Responsibilities for manpower and for 
research 

Section 250(a) requires a corporation to 
coordinate determination of its manpower 
needs and those of its affiliated providers; 
coordinate recruitment and allocation of 
such personnel; and determine qualification 
and performance standards for such person­
nel, to be at least equal to standards of 
recognized professional organizations, Cor­
porations are required to conduct in-service 
training programs and to encourage these 
among affiliated providers and to encourage 
the use of physician assistants and other sup­
portive technical and nonprofessional per­
sonnel under professional supervision. 

(b) states that the corporation shall en­
gage in continuing research concerning the 
health services, and concerning their quality, 
effectiveness, and cost. Results of such re­
search are to be available to the State Health 
Commission and the Secretary for their use. 

Records and reports 
Section 251 specifies that corporutlons 

shall keep records with respect to such areas 
as financing, utilization of services, and the 
results of peer review, and require that af­
filiated providers do the same, all such rec­
ords to meet reporting requirements of the 
Commission, in accordance with regulations 
of the Secretary and to be available for in­
spection by the Commission. 
PART E-SPECIAL STUDY OF METHODS FOR MEET­

ING SUPPLEMENTAL CAPITAL NEEDS OF HEALTH 
CARE CORPORATIONS AND RELATED HEALTH CARE 
ORGANIZATIONS 

Findings and purpose 
Section 261 indicates that Congress fina.s a 

need for additional sources of supplemental 
capital and other funding in order to assure 
a. more rational distribution of funds and 
meet the health care needs of the nation 
without undue cost to individuals in com­
munities which have the greatest need. 

SEc. 262. (a) requires that National Health 
Services Advisory Council to conduct a full 
and complete study and investigation of 
methods for supplying supplemental capital 
and other funding for Health Care Corpora­
tions and related health care organizations, 
with the objective of developing a national 
program for supplying such funding, giving 
special emphasis to areas of high priority 
health care needs, both rural and urban. 

(b) requires the Council to give particular 
consideration to the utilization of special tax­
ing mechanisms such as a value-added tax, or 
tax credits, as means of financing compre­
hensive benefits for beneficiaries of the na­
tional program. 

(c) The Council shall give particular con­
sideration in this study of developing a pro­
gram which-

( 1) establishes and utilizes, as its basic 
source of funds, a national trust fund con­
sisting of either a designated portion of the 
premiums collected for Comprehensive 
Health Care Benefits Coverage, a tax on such 
premiums, appropriated funds, or amounts 
received from other sources, public or private; 

(2) provides for the distribution of 
amounts in the trust fund to State Health 
Commissions in a manner reflecting popula­
tion, per capita income, and health needs for 
allocation by the State Commissions; 

(3) recognizies the need for adequate 
planning for health care services and facili­
ties, and makes such planning a. condition 
of assistance: 

(4) encourages and fac111tates the continu-
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ing provision of funds for these purposes 
from sources other than the trust fund, and 
effectively coordinates the ut1lization of the 
amounts provided from such other sources 
with the amounts distributed from the trust 
fund; 

(5) leaves to each State Health Commis­
sion the determination of how funds distrib­
uted to such commission are to be allocated 
and utilized; 

(6) is subject to such provisions, condi­
tions and limi:tations as may be necessary or 
appropriate to assure that the purpose of 
this part wlll be effectively carried out. 

(d) Requires the Council to submit to the 
Secretary for transmission to the Congress 
within one year after the effective date o:t 
the Act, a full and complete report of its 
study together with findings and recom­
mendations and with detailed specifications 
for any legislation which it finds may be re­
quired to carry out such recommendations. 
The SecretarY' shall include his own com­
ments and views on the Council's recom­
mends tions in the transmission of the report 
to Congress. This study is independent of 
studies made by the Secretary in Section 214, 
and of the annual report of the Council un­
der Section 213(c). 

TITLE III-EFFECTIVE DATES 
TRANSITIONAL EFFECTIVE DATES 

Section 301 (a) except as otherwise provid­
ed in the Section and in section 302 (includ­
ing any amendments made by it to existing 
law) shall be effective upon the date of the 
enactment of this Act. 

(b) sections 211, 216(a), 218, 219, 220, and 
221 and parts c and d of Title II shall take 
effect upon the first January 1 or July 1 
which occurs 6 months or more after the 
date of enactment of this Act. · 

(c) Section 216(b), 238 (with respect to 
States which have not complied with Sec-

- tions 232 and 234) , and the amendments 
made by Section 101 shall take effect on the 
first day of the third fiscal year which be­
gins after the date of enactment of this Act. 

FULL OPERATION OF PROGRAM 

Section 302. The program under this Act 
shall be fully in operation, and the benefits 
of part B of Title I shall be fully effective 
and available (in lieu of any benefits which 
would otherwise be available under Title 
XVIII of the Social Security Act), in accord­
ance with all the provisions of this Act, on 
and after the first day of the fifth fiscal year 
which begins after the date of enactment of 
this Act. 

I include a copy of the bill, as follows: 
H.R. 1 

A bill to establish a new program of compre­
hensive health care benefits (including 
catastrophic coverage) and health care de­
livery to be available to all residents of the 
United States, financed by payroll deduc­
tions, employer contributions, and tax 
credits, and for other purposes 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That this 
Act, divided into titles, parts, and sections 
in accordance with the following table of 
contents, may be cited as the "National 
Health Care Services Reorganization and Fi­
nancing Act". 
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FINDINGS AND DECLARATION OF PURPOSE 

SEc. 2. (a) Recognizing that health care Is 
an inherent right of each individual and of 
all of the people of the United States, and 
that in fulfilllng this right each individual 
shares the responslb111ty for protecting his 
or her own health and for obtaining health 
care when required, the Congress finds and 
decl·ares that health services must be so or­
ganized and financed as to make them read­
ily available to all, without regard to race, 
creed, color, sex, or age, and without regard 
to any person's abillty to pay; that the serv­
ices must be so provided as to enhance the 
dignity of the individual and promote bet­
ter life for all; and that lt is a funotion of 
Government to assure that these ends are 
attained. 

(b) The Congress finds that the functions 
of the Federal Government, exercised pri­
marily through a new Department of Health 
established to deal exclusively with health 
and related JXlatters, should include finan­
cial assistance to members of the public in 
obtaining health care services in accordance 
with the principles-

(!) that the Federal Government should 
require all employers to contribute to the 
purchase of Comprehensive Health Care 
Benefits for their employees; 

(2) that the Federal Government should 
assume the cost of purchasing or subsidizing, 
through tax credits and deductions and in 
other ways, health insurance for those un­
able to pay for it, or unable to pay in full; 

(3) that social insurance should continue 
to finance hospital care for the aged; and 

(4) that to encourage participation by in­
dividuals in new health delivery and benefit 
prograins, the Federal Governme·nt should 
provide a financial incentive. 

(c) The Congress furthe·r finds that 
achievement of these purposes requires sub­
stantial modification of the organization and 
methods of delivery of health services and 
the methods of financing them, and that 
these purposes will best be served by the cre­
ation of a nationwide system of independ­
ent Health Care Corporations embodying the 
principles-

( 1) that each corpo:ra.t1on should combine, 
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either in its own structure or by affllia.tion, 
institutions and professionals qualified to 
furnish the entire range of health services, 
and should provide to its registrants an inte­
grated and comprehensivo program of health 
services, emphasizing preventive and outpa­
tient care and embracing health mainte­
nance services, primary care, specialty care, 
rehab111tative care, and palliative and ter­
minal care; 

(2) that such independent corporations 
should span the Nation, so that every resi­
dent of the country will have the opportu­
nity to register with a corporation and, where 
practicable, a. choice among corporations; and 

(3) that such corporations should be lo­
cally established and operated, but should be 
subject to State regulation through State 
Health Commissions and to national stand­
ards of quality and scope of services. 
The Congress finds that, with assistance 
from the Federal Government to members of 
the public and also in the development of 
Health Care Corporations and the creation 
of needed outpatient facillties and home 
health care programs, such a system of health 
care delivery and comprehensive benefits can 
become operSJtive nationwide within five years 
after the enactment of this Act. 

(d) Pursuant to the foregoing findings, 
and to carry out the foregoing declarations, 
the Congress by the enactment of this Act 
declares and provides--

(!) that all persons residing in the United 
States wlll be eligible to participate 1n the 
program created by this Act, beginning in the 
fifth year after its enactment; 

(2) that each person so participating wlll 
be entitled to receive from a Health Care 
Corporation services as described in this 
Act, 1f he has registered with the corporation 
and has obtained a qualified health benefit 
coverage from a carrier, or on the basis of his 
income or his age has been provided with 
such a. coverage; 

(3) that such coverage will be provided 
without cost to persons in the lowest income 
bracket and at reduced cost to persons in 
the other income brackets specified in this 
Act; and 

( 4) that such coverage wlll be provided 
through payroll taxes and general revenues 
to persons who have attained the age of 65. 

(e) It is the intent of the Congress that 
appropriate philanthropic support for health 
care be continued and expanded under the 
program created by this Act, especially in 
support of experimental e.nd innovative ef­
forts to improve the health care delivery 
system and access to health care services. 
Nothing in this Act, therefore, is intended 
nor may be construed to eliminate or limit 
philanthropic support or incentives for such 
support for Health Care Corporations and 
health care Institutions. 

DEFINITIONS 

SEc. 3. For the purposes of this Act--
(1) the term "Comprehensive Health Care 

Benefits" means the benefits described in 
part B of title I; 

(2) the term "State" includes the District 
of Columbia, the Commonwealth of Puerto 
Rico, the Virgin Islands, and Guam; 

(3) the term "United States", when used 
in a geographical sense, means the fifty 
States, the District of Columbia, the Com­
monwealth of Puerto Rico; the Virgin Is­
lands, and Guam; 

(4) the term "Governor" includes the 
mayor of the District of Columbia.; and 

(5) the term "Secretary" means the Secre­
tary of Health. 

TITLE I-FINANCING OF NATIONAL 
HEALTH SERVICES 

SHORT TITLE 

SEc. · 100. This title may be cited as the 
"National Health Care Services Financing 
Act". 

PART A-EMPLOYER REQUIREMENTS AND EN­
TITLEMENT TO BENEFITS 

REQUIREMENT OF COMPREHENSIVE HEALTH 
CARE BENEFITS COVERAGE FOR EMPLOYEES 

SEc. 101. (a.) Title II of the Social Security 
Act Is amended by adding a.t the end there­
of the following new section: 
"REQUIREMENT OF COMPREHENSIVE HEALTH 

CARE BENEFITS COVERAGE FOR EMPLOYEES 

"SEc. 232. (a.) Under regulations prescribed 
by the Secretary of Health (subject to sub­
section (b) ) , every person who is an em­
ployer within the meaning of this title shall 
be required-

" ( 1) during the period beginning on the 
transitional effective date specified In sec­
tion 301(c) of the National Health Care Serv­
Ices Reorganization and Financing Act and 
ending on the day before the effective date 
specified 1D. section 302 of such Act, to pro­
vide benefits under such Act equivalent to 
the hospital insurance benefits available 
under part A of title XVIII of this Act and 
the supplementary medical insurance bene­
fits available under part B of such title, and 
in addition to provide Catastrophic Expense 
Benefits coverage under and in accordance 
with section 125 of the National Health Care 
Services Reorganization and Financing Act, 
for each of his employees and for the mem­
bers of the family of each such employee; 
and 

"(2) from and after the effective date 
speclfled In section 302 of the National Health 
Care Services Reorganization and Financing 
Act, to provide Comprehensive Health Care 
Benefits coverage (as provided or made avail­
able under such Act) to each such employee 
and for the members of the family of each 
such employee. 

"(b) The provisions of subsection (a) shall 
not a.pply-

"(1) (A) with respect to any employer 
which is the United States or any agency or 
instrumentality thereof; or 

"(B) in any case where the employed 
member of a. family has two or more em­
ployers, or where two or more members of 
the family each have one or more employers, 
with respect to any such employer other than 
the one whose total taxes paid under section 
311l(a) of the Internal Revenue Code of 
1954 on account of the employment of such 
member or members is greatest; or 

"(2) with respect to any employee (or 
member of a.n employee's family) who is en­
titled to health insurance benefits under title 
xvnr. 

" (c) For purposes of this section the em­
ployer's contribution must be at least the 
actuarial equivalent of 75 percent of the 
premium cost of the coverage provided by 
him for his employees as required by sub­
section (a.). The requirement for an em­
ployer's contribution shall not in any way 
prohibit the employee from choosing to 
register with a. Health Care Corporation op­
erating in whole or in part on a capitation 
basis. 

"(d) In any case where an individual 
who is a low-income person or a member of 
a. low-income family, or who is a. medically 
indigent person or a. member of a medically 
indigent family, is provided with Compre­
hensive Health Care Benefits coverage by an 
employer under this section, and in con­
nection therewith is required to make a 
contribution toward the premium cost of 
such coverage which exceeds the amount of 
the premium contribution which he would 
be required to make under section 106 of the 
National Health Care Services Reorganization 
and Financing Act if he were entitled to 
such coverage under section 102 of that Act 
rather than under this section, such indi­
vidual shall be entitled, upon application 
therefor filed at such time and in such man­
ner and form as the Secretary shall by regula­
tions prescribe, to a premium contribution 
refund in the full amount of such excess. 

" (e) The period of coverage of any em­
ployee whose employment is involuntarily 
terminated shall extend from the date of 
such termination until the employee be­
comes eligible for unemployment compen­
sation benefits or until the expiration of 14 
days from such termination, whichever first 
occurs." 

(b) Title IX of the Social Security Act is 
amended by adding a.t the end thereof the 
following new section: 
"REQUIREMENT OF COMPREHENSIVE HEALTH 

CARE BENEFITS COVERAGE FOR INDIVIDUALS 
RECEIVING UNEMPLOYMENT COMPENSATION 
BENEFITS 

"SEc. 909. Every individual who is receiv­
ing benefits under any Federal or State un­
employment compensation law, and the 
members of his family, shall be entitled un­
der the National Health Care Services Re­
organization and Financing Act (while such 
individual is eligible for and receiving such 
benefits)-

"(!) during the period beginning on the 
transitional effective date specified in sec­
tion 301(b) of the National Health Care 
Services Reorganization and Financing Act 
and ending on the day before the effective 
date speclfled 1n section 302 of such Act, to 
coverage in the form of (A) benefits under 
such Act equivalent to the hospital insur­
ance benefits available under part A of title 
XVIII of this Act and the supplementary 
medical insurance benefits available under 
part B of such title, and (B> Catastrophic 
Expense Benefits coverage under and in ac­
cordance with section 125 of the National 
Health Care Services Reorganization and Fi­
nancing Act; and 

"(2) from and after the effective date spec­
ified in section 302 of the National Health 
Care Services Reorganization and Financing 
Act, to Comprehensive Health Care Bene­
fits coverage as provided or made available 
under such Act. 
The Secretary of Labor, in accordance with 
regulations prescribed in consultation with 
the Secretary of Health, Education, and Wel­
fare, shall purchase such coverage for, and 
determine the methods by which (and the 
terms and conditions under which) it is to 
be made available to, such Individuals and 
members. There are authorized to be appro­
priated to the Secretary of Labor such sums 
as may be necessary to carry out this sec­
tion." 

ENTITLEMENT TO BENEFITS FEDERALLY 
SUBSIDIZED 

SEc. 102. (a) Every individual who is a. resi­
dent of the United States shall, as provided 
in this section and under the conditions and 
to the extent otherwise specified in this part, 
be entitled-

( 1) in cases specified in subsection (b) , to 
coverage for Comprehensive Health Care 
Benefits (as described in this part) contract­
ed for by the Secretary, or 

(2) in cases specified in subsection (c), to 
a. Federal contribution to the premium cost 
of coverage for such benefits under an ap­
proved insurance contract or prepayment 
plan to which the Secretary is not a. party. 

(b) Such an individual shall be entitled to 
such coverage contracted for by the Secretary 
with a. carrier under section 217, with respect 
to any period for which he is not provided 
with Comprehensive Health Care Benefits 
coverage by an employer under section 232 of 
the Social Security Act, if he-

( 1) has attained the age of 65, or 
(2) 1s under 65 but 1s a low-income person 

or a member of a low-income family, or 
(3) is under 65 but is a medically indigent 

person who complies, or a. member of a medi­
cally indigent family which complies, with 
the requirement of section 106 with respect 
to contributions to premiums for such cov-
erage. · 

(c) ( 1) Every other individual referred to 
in subsection (a) who is registered with an 
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approved Health Care Corporation in a par­
ticipating State, or with any other organiza­
tion providing comprehensive health care 
and services which is engaged in the ·delivery 
of such care and services to a defined popu­
lation group established through open en­
rollment and has demonstrated such stand­
ards as the Secretary may prescribe in order 
to assure that it will be operated and its 
services delivered in an effective manner con­
sistent with the purposes and provisions of 
this Act , shall be entitled to a Federal sub­
sidy of 10 percent of the amount of premium 
charged by a qualified carrier (as deter­
mined under section 132) at an approved 
group rate for prepaid coverage of the indi­
vidual for Comprehensive Health Care Bene­
fits under an approved insurance contract 
or prepayment plan to which the Secretary 
is not a party. Payments under this subsec­
tion shall, upon certification by the Sec­
retary, be made to the carrier. 

(2) As used in this subsection, {A) the 
term "approved group rate" means a group 
rate prescribed or approved (for the coverage 
referred to in paragraph ( 1) ) by the State 
Health Commission (or its delegate agency) 
under the State plan (approved under part 
C of title II) of the participating State of 
which the individual concerned is a resident 
or, in the case of coverage under an employer 
plan, the State in which the individual is 
employed; (B) the term "approved insur­
ance contract or prepayment plan" means 

an insurance contract or prepayment plan 
that is approved by the Secretary under sec­
tion 134; and (C) the term "premium" does 
not include special premiums payable, in ac­
cordance with the provisions referred to in 
section 134, by a registrant to a carrier to 
cover the copayment component of capita­
tion charges paid by the carrier to the regis­
trant's Health Care Corporation. 

(3) If the coverage of the insurance con­
tract or prepayment plan for an individual 
(or an individual and his family) entitled to 
a contribution under paragraph (1) includes 
Comprehensive Health Care Benefits but also 
includes benefits greater than those required 
for Comprehensive Health Care Benefits cov­
erage and a combined premium rate is 
charged by the carrier for the total coverage, 
the Federal contribution payable under para­
graph (1) shall be based on that. portion of 
the total premium which, in accordance with 
a.ctuarial principles, is attributable to cover­
age for Comprehensive Health Care Benefits 
for that individual (or him and his family) 
and shall be determined in accordance with 
regulations of the Secretary. 

(4) Entitlement to a contribution under 
paragraph (1), and the amount thereof, shall 
be determined without regard to whether the 
cost of the remainder of the premium is 
borne (or whether in the absence of that 
contribution the cost of that portion of the 
premium which 1-s equal to the contribution 
would be borne) by the covered individual, 

TABLE OF INCOME CLASSES 

Column I Column II Column Ill 

by his employer, or by any other person or 
agency. 

(d) For definitions of "low-income person", 
"low-income family", "medically indigent 
person", "medically indigent family", and 
"family", see sections 103 through 105. 

INCOME CLASSES 

SEc. 103. (a) For purposes of this part-­
(1) the terms "low-income person" and 

"low-income family" mean, respectively, a 
single individual or family in income class 1; 

(2) the terms "medically indigent person" 
and "medically indigent family" mean, re­
spectively, a single individual or family in 
income class 2, 3, or 4; 

(3) all persons or members of famllles not 
in income class 1, 2, 3, or 4 are classified as 
being in income class 5; 

(4) the term "income class", with respect 
to a single individual or a family, means for 
any coverage year the individual's or family's 
income class as determined by application 
of-

{A) the table set forth in subsection (b) 
of this section, or 

{B) if containing higher dollar amounts, 
the redetermined income class table promul­
gated by the Secretary for that year under 
section 104; and 

(5) the term "single individual" means an 
individual who is not a member of a "family" 
within the meaning of section 105. 

(b) ( 1) The income class table referred to 
in subsection (a) (4) (A) is as follows: 

Column IV Column V 

Family size and income ranges 

Income class Single individual Family of 2 Family of 3 Family of 4 or more 

!__ _____ __ ____ -- --- - - -- - ------- - ------ - ---- ----- - - - - - -- $0 to $2,000 ___ -- --- ---- - ----- $0 to $3,000 ___ --- -- -- --- ----- $0 to $4,500 ___ -------- ---- -- - $0 to $6,000. 
2------- -------- - ---- --------- ----- -- ------ ------- --- -- $2,001 to $3,000 ________ ___ __ __ $3,001 to $4,500 __ __ ____ ___ ___ _ $4,501 to $6,000 _______ _______ _ $6,001 to $7,500. 
3---------- --- - ----- - ----- ------ ---- -- --- ------ -- - ----- $3,001 to $4,500 _____ ___ __ _____ $4,501 to $6,000 _____________ __ $6,001 to $7,500 _____ __________ $7,501 to $9,000. 
4-------- --- --- -- -- - ----------------- --------- ----- ---- $4,501 to $6,000 _____ ______ __ __ $6,001 to $7,500 ___ ________ __ __ $7,501 to $9,000 _______ ____ _. ___ $9,001 to $10,500. 
5 ________ --- - --- ----- -- ----- - ------------ - ---- - --- -- --- Above $6,000 ____ -- _____ ___ --- Above $7,500 _____________ ___ _ Above $9,000 ___ --- --- -- - --- __ Above $10,500. 

PERIODIC REVISION OF INCOME CLASSES 

SEC. 104. (a) Not later than December 31 
of each . calendar year (after the year in 
which th{s Act is enacted), the Secretary 
shall, in accordance with subsection (b) , 
redetermine and promulgate--

( 1) the dollar amounts in the table of 
income classes under section 103 (b); 

(2) the amounts -of annual premium con­
tributions to be required of medically in­
digent persons and medically indigent fam­
utes under section 106; 

(3) the dollar amounts of copayments 
under section 122; and 

(4) for Catastrophic Expense Benefits, 
the dollar amounts for the special-expendi­
ture limits under section 125. 

{b) The redetermined amounts shall be 
the same as the amounts specified in the 
respective sections cited in subsection (a) 
unless the average of the Consumer Price 
Index for the months of July, August, and 
September of the calendar year in which 
the redeterm{nation is made exceeds by 3 
percent or more the average of that index 
for the corresponding months of the year in 
which this Act is enacted. In the latter event, 
the Secretary shall adjust each of the 
amounts so specified by increasing it by 
the same percentage as the percentage in­
crease (referred to in the preceding sen­
tence) 1n the average of the Consumer Price 
Index, after rounding the latter percentage 
to the nearest multiple of 0.1 percent (or to 
the next higher multiple tf the percentage 
is an odd multiple of 0.05 percent) and 
rounding each dollar amount so obtained-

( 1) for the table of income classes, to the 
nearest multiple of $100 (or to the next 
higher multiple if the amount to be rounded 
is an odd multiple of $50), 

(2) for premium contributions to be made 
by medically indigent persons and med­
ically indigent families, to the nearest mul­
tiple of t10 (or to the next higher multiple 

if the amount to be rounded is an odd mul­
tiple of $5) , 

(3) for copayments, to the nearest mul­
tiple of 25 cents (or to the next higher 
multiple if the amount to be rounded is an 
odd multiple of 12¥2 cents), and 

(4) for the special-expenditure limits for 
Catastrophic Expense Benefits, to the near­
est multiple of $100 (or to the next higher 
multiple if the amount to be rounded is an 
odd multiple of $50). 

(c) The amounts as so redetermined and 
promulgated in any calendar year (whether 
or not the same as the amounts specified in 
the sections cited in subsection (a)) shall be 
effective for any coverage year that begins in 
the fiscal year beginning in the following 
calendar yeB~r. 

(d) As used in this section, the term "Con­
sumer Price Index" means the Consumer 
Price Index (All Items--United States City 
Average) published monthly by the Bureau 
of Labor Standards of the Department of 
Labor. 

DETERMINATION OF INCOME LEVEL 

SEc. 105. (a) For the purposes of this part, 
the rate of income of a single individual or 
a family shall be determined on the basis 
of his adjusted gross income (in the case 
of a single individual) or the family's com­
bined adjusted gross income- (in the case of 
a family), as defined in accordance with 
regulations prescribed by the Secretary in 
consultation with the Secretary of the Treas­
ury or his delegate, for the calendar year 
preceding the coverage year with respect to 
which the determination is made; except 
that--

( 1) the Secretary may prescribe regula­
tions (A) excluding from the amount thus 
determined items of income that are not rea­
sonably available for llving expenses, and 
(B) including therein items that are rea­
sonably available for living e:lq)enses al-

though not included in adjusted gross in­
come, and 

(2) the Secretary may by regulation pro­
vide for redetermination of an individual's 
or family's rate of income on a more current 
basis when necessary to prevent serious hard­
ship or inequity. 

(b) For the purposes of this part-
(1) the term "family" means (A) a hus­

band and wife (not divorced or judicially sep­
arated), or (B) such spouses and their de­
pendent unmarried children under 19, or 
(C) an individual and his or her dependent 
unmarried children under 19; and 

(2) the terms "child" and "dependent" (as 
applied to a child) have the meanings as­
signed them in sections 151 and 152 of the 
Internal Revenue Code of 1954. 

PREMIUM CONTRIBUTIONS FOR FEDERALLY 
CONTRACTED COVERAGE 

SEc. 106. (a) (1) In the case of medically 
indigent persons and members of medically 
indigent families referred to in section 
102(b) (3), entitlement to coverage con­
tracted for by the Secretary shall be sub­
ject to the condition that the individual or 
family concerned, or another person or 
agency on the individual's or family's be­
half, contribute to the carrier's annual pre­
mium charge for such coverage. 

(2) (A) The annual amount of contribu­
tion so required with respect to such an 
individual or family shall be-

(i) $50 for a single individual, and $125 
for a family, in income class 2; 

(11) $100 for a single individual, and $250 
for a family, in income calss S; 

(111) $150 for a single individual, and $375 
for a family, in income class 4; 
except that in the case of a family (in any 
such income class) in which only one mem­
ber is under the age of 65, the amount of 
contribution required under the foregoing 
clause applicable to that income class shall 
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be the amount specified in that clause for a 
single individual, and except that if, by 
reason of an increase in the Consumer Price 
Index, higher contribution amounts are pro­
mulgated under section 104 by the Secretary 
with respect to single individuals or families 
in income class, 2, 3, or 4 for any coverage 
year, those amounts shall apply for that year. 

(B) For determination of income classes, 
see section 103. 

(b) Annual contributions under this sec­
tion shall be payable, by or on behalf of the 
individual or family concerned, to the car­
rier under whose contract with the Secretary 
the individual or family is enrolled, in such 
installments and in such manner as may be 
prescribed by the Secretary by regulation. 
There shall be no recourse against the United 
States under this title on account of any 
delinquency or default in the payment of 
such contributions. For effect of delinquency 
or default on coverage, see section 136. 

INCOME TAX DEDUCTIONS BY INDIVIDUALS 
SEc. 107. Section 213(a) (2) of the In­

ternal Revenue Code of 1954 (relating to in­
dividual's deduction for medical insurance 
expense) is amended to read as follows: 

"(2) the sum of-
"(A) an amount (not in excess of $150) 

equal to one-half of the expenses (other 
than those deductible under subparagraph 
(B)) paid during the taxable year for in­
surance which constitutes medical care for 
the taxpayer, his spouse, and dependents (as 
defined in section 152), and 

"(B) in the case of a taxpayer who at any 
time during the taxable year is covered under 
an tnsurance contract or prepayment plan 
approved by the appropriate State Health 
Commission under title II of the National 
Health Care Services Reorganization and 
Financing Act, an amount equal to-

"(i) all the expenses paid by the tax­
payer during the taxable year for Compre­
hensive Health Care Benefits coverage (as 
defined in section 122 of the National Health 
Care Se·rvices Reorganization and Financing 
Act) for the taxpayer and members of his 
family, reduced by 

"(11) the amount allowable to the tax­
payer as a credit for the taxable year under 
section 42(b) ." 
INCOME TAX CREDITS FOR CERTAIN PAYMENTS 

BY EMPI.OYERS AND SELF-EMPLOYED INDI­
VIDUALS FOR COVERAGE 
SEC. 108. (a) Subpart A of part IV of sub­

chapter A of chapter 1 of the Internal Reve­
nue Code of 1954 (relating to credits against 
tax) is amended by redesignating section 42 
as section 43 and by inserting after section 
41 the following new section: 
.. SEC. 42. EMPLOYER CREDIT FOR NATIONAL 

HEALTH SERVICES COVERAGE PAYMENTS IN 
EXCESS OF 4 PERCENT OF WAGES; COM• 
PARABLE CREDIT FOR THE SELF-EMPLOYED 
"(a) CREDIT FOR EMPLOYERS.-In the case 

of any employer to whom section 232 (a) of 
the Social Security Act applies, there shall be 
allowed as -a credit against the tax imposed 
by this subtitle for the taxable year an 
amount equal to-

"(1) the amount by which (A) such em­
ployer's share of the average premiums pay­
able for the coverage for such taxable year 
of his employees to whom such section 232 
(a) applies, exceeds (B) 4 percent of the 
average wages paid by such employer to em­
ployees for such taxable year, multiplied by 

"(2) the number of such employees (not 
in excess of 10). 

"(b) CREDIT FOR SELF-EMPLOYED INDIVID· 
UALS AND CERTAIN OTHER INDIVIDUALS.­

"(!) ALLOWANCE OF CREDIT.-In the Case Of 
an individual wh<r-

"(A) is a resident of ' the United States, 
and 

"(B) is not provided Comprehensive 
Health Care Benefits coverage either by an 
employer under section 232 of the Social Se­
curity Act or by the Secretary of Health un-

der section 102(b) of the National Health 
Care Services Reorganization and Financing 
Act, 
there shall be allowed as a credit against the 
tax imposed by this subtitle for the taxable 
year the amount determined under para­
graph (2). 

"(2) AMOUNT OF CREDIT.-The amount of 
the credit allowable under this subsection 
to any individual for any taxable year shall 
be an amount equal to the excess of-

"(A) the aggregate amount of premiums 
paid by such individual during such taxable 
year to a qualified carrier (as determined 
under section 132 of the National Health 
Care Services Reorganization and Financing 
Act) at an approved group rate for prepaid 
coverage of such individual and his family for 
Comprehensive Health Care Benefits under 
an approved insurance contract or prepay­
ment plan to which the Secretary of Health 
is not a party, over 

"(B) the sum of-
"(i) 10 percent of the aggregate amount of 

premiums referred to in subparagraph (A), 
and 

"(11) 4 percent of the adjusted gross 
income of such individual for the taxable 
year. 

"(C) REGULATIONS.-The Secretary or his 
delegate shall prescribe such regulations as 
may be necessary to carry out the purposes of 
this section. Such regulations shall include, 
in the case of the credit allowable by sub­
section (a), rules relating to determining the 
number of employees of an employer for the 
taxable year, the wages of the employees, and 
the premiums payable under the National 
Health Care Services Reorganizayion and 
Financing Act, as well as the method for 
determining such wages (and the average 
thereof)." 

(b) The table of sections for such subpart 
A is amended by striking out the item relat­
ing to section 42 and inserting in lieu 
thereof the following: 
"SEc. 42. Employer credit for National Health 

Services coverage payments in 
excess of 4 percent of wages; 
comparable credit for the self­
employed. 

"SEC. 43. Overpayments of tax." 
( c} Section 6401 (b) of such Code (relating 

to refund where credits exceed tax) is 
amended-

(1) by striking out "and 667(b}" and in­
serting in lieu thereof .. , 42 (relating to 
employer credit for National Health Services 
coverage payments in excess of 4 percent of 
wages; comparable credit for the self­
employed) , and 667 (b) "; and 

(2) by striking out "31 and 39" and insert­
ing in lieu thereof "31, 39, and 42". 
LIMITATION OF MEDICAID TO SUPPLEMENTATION 

OF COMPREHENSIVE HEALTH CARE BENEFITS 
SEc. 109. (a) On and after the effective date 

of entitlement to benefits under this part, 
a participating State (as defined in section 
234(d) (2) shall, notwithstanding any pro­
vision of title XIX of the Social Security Act 
(relating to grants to States for medical as­
sistance programs), not be required to pro­
vide in its State plan under that title for 
paying under that plan for any service or 
item (set forth in section 122) that is cov­
ered by Comprehensive Health Care Benefits 
and is furnished to an individual who is en­
titled to such coverage under section 102. 
Any amount expended by such a partici­
pating State for furnishing any such service 
or item to such an individual on or after 
that date (whether or not the service or 
item is in fact covered under that State 
plan) shall be disregarded in determining 
the amount of any payment to be made 
to the State under title XIX of that Act. 

(b) The Secretary shall, with a view to 
supplemen tlng (so far as practicable) , 
through . State plans under title XIX o! the 

Social Security Act, the coverage of Com­
prehensive Health Care Benefits for indi­
viduals referred to in subsection (a), pre­
scribe by regulation the minimum scope o! 
services and items that shall (in lieu of the 
requirements of section 1902(a) (13) of that 
Act) be included, on and after the date 
referred to in subsection (a), in a State plan 
as a condition of approval under title XIX 
of that Act. 

PART B-COMPREHENSIVE HEALTH CARE 
BENEFITS 

PAYMENT FOR COMPREHENSIVE HEALTH CARE 
BENEFITS 

SEc. 121. (a) (1) Except as provided in para­
graph (2), coverage of a registrant for Com­
prehensive Health Care Benefits shall entitle 
beneficiaries to have the carrier pay, in ac­
cordance with section 152 (b) but subject to 
the limitations of this part, the approved 
predetermined charges of Health Care Cor­
porations and other providers for services 
and items (set forth in section 122) furnished 
to him and covered by such benefits, or, in 
those instances in which subsection (b) (3) 
applies, the charges (approved and submitted 
to the carrier in accordance with section 
243 (f) of another Health Care Corporation or 
provider "that furnished to him covered serv­
ices or items. Such coverage is subject to the 
carrier's right (as provided in section 132(b)) 
to reimbursement from the beneficiary in the 
amount of the copayments (if any) payable 
under this part, and subject to the other 
provisions of this part. 

(2) In the case of registrants of an ap­
proved Health Care Corporation that operates 
on a capitation charge basis, coverage for 
Comprehensive Health Care Benefits shall en­
title the registrant to have the covering 
carrier (or the Secretary where the registrant 
is enrolled under a. contract of the Secretary 
with the corporation under section 135) make 
payment of capitation charges (instead of 
fee-for-service charges) on his behalf in ac­
cordance with the applicable provisions of 
part C of this title. The conditions under 
which, the manner in which, and the extent 
to which the amounts of copayments pro­
vided for in this part, or the actuarial equiva­
lent of such copayments, is to be paid and 
collected in such cases, is also governed by 
part C of this title. 

(3) For payment by the carrier to the 
Health Care Corporation for certain charges 
not covered by Comprehensive Health Care 
Benefits, see section 135. 

(b) Copayments that are the obligation of 
beneficiaries shall be paid to the carrier in 
the amounts specified in the benefit table in 
section 122, and subject to changes in the 
sections 104 and 124. 

DEFINITION OF COMPREHENSIVE HEALTH 
CARE BENEFITS 

SEc. 122. (a) (1) Comprehensive Health 
Care Benefits shall, subject to other provi­
sions of this title, consist of benefits for (A) 
Outpatient Services, (B) Inpatient Services, 
and (C) Catastrophic Expense Benefits, as 
described or referred to in the benefit table 
set forth in subsection (b) and in other pro­
visions of this title. In addition to specific 
requirements for the issuance of regulations 
in the table and in other provisions of this 
part, the Secretary is authorized to issue 
from time to time such further regulations 
governing and otherwise adjusting the ap­
will best carry out the purposes of this Act. 
plication of the table as in his judgment 

(2) For the purposes of the table and of 
the subsequent provisions of this part-

(A) the term "coverage year" with respect 
to an individual means a 12-month period 
of Comprehensive Health Care Benefits cov­
erage of the individual under a qualified car­
rier's insurance contract or prepayment plan 
which coincides with a 12-month (annually 
renewable) term of that contract or plan; 
and_ the Secretary shall by regulation pro­
vide for application of the table to an in-
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dividual whose initial enrollment under such 
a contract or plan occurs after the beginning 
of a then current 12-month term of the con­
tract or plan or who is enrolled under a 
carrier contract with the Secretary that has 

tional-care program for physical disability, 
mental 1llness, alcoholism, or drug abuse or 
drug dependence (as provided in paragraphs 
A.3.a. and B.l, respectively, of the benefit 
table), and 

tients confined to the home) and furnished 
to individuals who are not inpatients covered 
for services under paragraph B of such table; 
and 

(E, the term "home health care services•• 
means the comprehensive coordinated home 
care services and the intermediate and basic 
home health services listed in the benefit 
table under the heading "Home Health Care 
Services" and furnished to individuals who 
are not in-patients covered for services under 
paragraph B of such table. 

a shorter initial term; · 
(B) the term "benefit period" with respect 

to an individual means a period of con­
secutive days--

(!) beginning with the first day (not in­
cluded in a previous benefit period) that oc­
curs during a coverage year and on which he 
is furnished covered inpatient hospital serv­
ices, post-hospital extended care services, 
nursing home care, home health care services, 
or services under an outpatient institu-

(11) ending with the close of the first pe­
riod of 60 consecutive days thereafter 
(whether or not in the same coverage year) 
on which he is not receiving any of the care 
or service referred to in clause (i); 

(C) the term "regulations" refers to regu­
lations of the Secretary. 

(D) the term "outpatient services" means 
se·rvices listed under the heading "Outpatient 
Services of Health Care Corporations" in the 
benefit table (including such services to pa-

For other definitions of terms used in the 
table, see section 128. 

(b) The table referred to in subsection (a) 
is as follows: 

TABLE OF 00KPREHENSIVE HEALTH CARE BENEFITS 

I-SERVICES AND ITEMS COVERED 

a. outpatient services 
1. Periodic Health Evaluation. 
a. Screening tests and examinations, as prescribed by regulations 

under section 126. followed by physical examination by a physician 
or physicians when indicated by the screening. 

b. All Immunizations. 
c. Well-Baby Care (for infants under age 5)­
(1) during 1st 12 month following birth; 
(11) during next 12 months; 
(iii) during next 3 years. 
d. Dental Services 
The following professional dental services, including drugs and 

supplies that are commonly furnished, without separate charge, as an 
incident to such professional services: 

(i) Oral examination, including (I) prophylaxis (with fiuoride 
application at a,ppropriate ages), (II) dental X-rays, and (III) in 
S!Ccordance with regulations, other accepted preventive dental 
procedures. 

(11) To the extent prescr!!bed by regulation under section 126 and 
not covered under (i), above, dental care other than orthodontia; 
but including, insofar as the Secretary finds that resources of fac111-
ties and personnel make pr8!Ct1cable, routine extractions, dental 
fillings, and appropriate prosthetic appliances. 

e. Viaiol!. Services (in accordance with regulations under section 
126) 

(i) Professional services in routine eye examination, including 
procedures performed (during the course of an eye examination) to 
determine the refractive state of the eyes and procedures for fur­
nishing prosthetic lenses, provided either by an ophthalmologist or 
other physician skilled in diseases of the eye or by an optometrist 
(whichever the patient may select). 

(11) Eyeglasses with prescription lenses, including the fitting 
thereof, and including additional lenses and frames as needed. 

2. Physicians' Services, and Services of Other Qualified Health 
Professionals and Allied HeaJth Personnel. 

When not otherwise covered under this table-
a. Physicians' services (including radiotherapy) on an outpatient 

basis in any approprLate institutional or noninstitutional setting 
(including home calls), and services in any such setting under a phy­
sician's supervision by allied health personnel (as defined in regula­
tions). 

b. Diagnostic procedures on an outpatient basis (when not covered 
under subparagraph a.), including diagnostic tests, prescribed or 
ordered by a physician in connection with services referred to in 
paragraph a. 

c. Hospital or outpatient-center services (not included above) ren­
dered to outpatients and incidental to physicians' services covered 
under paragraph 1. 

d. Supplies, materials, and use of facUlties and equipment in con­
nection with the foregoing services, including drugs administered 
or used as a part of services covered in para.graph 1, 2, or 3. 

e. Ambulance services. 

3. Other Outpatient Services. 
a. Outpatient Institutional-Care Program for Physical Disab111ty, 

Mental illness, Alcoholism, or Drug Abuse and Dependence. 

Footnote on following page. 

n--cOPAYMENTS* AND LIMITATIONS 

No copayment. 
Within such limits as may be prescribed by regulation under sec­

tion 126. 

No copayment and no limitation. 
No copayment. 
8 visits. 
4 visits. 
2 visits per coverage year. 

Items d (i) and (11) in column I apply initia.liy only to children 
born not more tha.n 7 years before the effective date of this subpart. 
For those initially covered, the benefits extend through age 12. 

No copayment. 
1 examinB~tion per coverage year. 

Copay.ment 20% of charges. 

For individuals through age 12. 

No copayment. 
1 visit per coverage year (including therein a follow-up verifica­

tion of conformity of prescrl:bed lenses with a prescription issued 
during the visit). 

Copayment 20% of charges. 
Initially, one set of eyeglasses (including frame and lenses); there­

after, only newly prescribed lenses and frames as required (but not 
more often than once a coverage year) because of a change in the 
condition of the eyes. Standards to be established by regulations 
promulgated in accordance with section 126. 

For physicians' services, a copayment for each visit of two dollars. 
Copayments under this paragraph for services in fac111ties involved 
in clauses c. and d. below apply only to services of attending phy­
sician. 

Limited to 10 visits per coverage year. Except that, in accordance 
with regulations, no limit on the number of visits shall apply to 
services preceding or folloWing inpatient care in cases (such as 
surgery or pregnancy and obstetrical care) in which a single combined 
approved charge is made by the provided for such outpatient and 
inpatient services. 

20% copayment. 
Copayment requirement waived for registrants of Health Care 

Corporations. 
No separate limitation. 
No separate copayment. 
No separate limitation. 

No separate copayment. 
No separa,te limitation. 

20% copayment. 
Covered only when other methods of transportation are contra­

indicated by the patient's condition, and only to the extent 
provided in regulations. 

A two-dollar copayment, per day, except that copayments may, by 
regulation, be waived for treatment of drug a,buse and drug de­
pendence. (No separate copayment for physicians' services appUes 
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TABLE OJ' CoMPREHENSIVE HEALTH CARE BENEFITs-Continued 

I-SERVICES AND ITEMS COVERED-Oontinued· 

Such day-care or other part-time services and other items as may 
be specified in regulations under section 126, furnished to patients, 
other than inpatients, under a program for the rehabllltation of the 
physically disabled or the treatment of mentaJI 1llness, alcoholism, 
or problems of drug abuse and drug dependence. 

b. Drugs, Prosthetic Devices, and Medical Equipment 
(i) Drugs (other than those covered under paragraph A.l., A.2., 

or B.l. of this table) dispensed to patients other than inpatients. 

(11) Prosthetic devices (including hearing aids) prescribed by a 
physician and not otherwise covered in this table. 

(111) In accordance with regulations, durable medical equipment 
(not otherwise covered) as described in section 1861 (s) (6) of the 
Social .Security Act, certified by a physician as being medically re­
quired. 

c. Home Health Care Services. 
(i) Intensive Home Health Care Services-Services and items de­

fined in section 128(d) (2) (A) furnished to patients who require an 
intensive level of professionally coordinated medical services that 
can be provided through a structured home care service in lieu of 
institutional inpatient care. 

(11) Intermediate Home Health Care Services-Services and items 
as are defined by section 128(d) (2) (B) and regulations thereunder. 

(Ul) Basic Home Health Care Services-Services and items as are 
defined by section 128(d) (2) (C) and regulations thereunder. 

B. Inpatient services 
1. Institutional Services 
a. Inpatient Hospital Care 
Items and services defined by section 128 (e) as "inpatient hospital 

care." 
b. Post-Hospital Extended Care 
Extended care services (as defined in section 128 (b) ) furnished 

an individual after transfer from a hospital in which he was an 
inpatient for not less than 3 consecutive days. For the purpose of the 
preceding sentence, the second sentence of section 1861 (i) of the 
Social Security Act sha.ll~;tpply. 

c. Nursing Home Care 
Nursing home care as defined in section 128. 

2. Physicians' Services 
Those physicians' services to inpatients which are not included as 

"institutional services" under paragraph B.la., b., or c. 

C. Catastrophic expense benefits 
Section 125 defines the conditions under which these benefits be­

come effective in any coverage year with respect to any individual 
or family. To summarize: In the case of a low-income person or 
low-income family (class 1) , these benefits are effective 1mmedi­
ately. In the case of medically indigent persons or famllles (classes 
2-4), they become effective when the person or family has incurred 
in a coverage year, for premium contributions, copayments, and cer­
tain other expenditures combined, a total expenditure equal to an 
amount determined by application of a table in section 125. In the 
case of individuals or famllies in income class 5, these benefits apply 
when a variable expenditure limit is reached, determined by tak­
ing 10% of the individual's or family's income. The dollar figures 
in the tables and the absolute expenditure limit may be adjusted 
by the Secretary on an annual basis, whenever the Consumer Price 
Index is more than 3% above the index for the base period (see 
sections 104 and 124). 

II-cOPAYMENTS• AND LIMITATION8-Continued 
under this subparagraph, whether or not such services are charged 
for separately.) 

Limited to visits or sessions on 3 days under such a program in 
lieu of each day of inpatient hospital care allowable during a bene­
fit period (under paragraph B.l.a. below) for the treatment of phy­
sical disab111ty, mental lllness, alcoholism, or drug abuse or drug 
dependence. 

For each drug prescription, and each refill1ng of such a prescrip­
tion, a one dollar copayment. 

Covered only if ( 1) the drug (whether or not it is subject to a 
prescription requirement under any law other than this title) has 
in fact been prescribed by a physician and is listed under its estab­
lished name (as defined in section 502 (c) of the Federal Food, Drug, 
and Cosmetic Act) in a list established for the purposes of this title 
by the Secretary under section 126(c), and (2) in the case of a drug 
listed under section 126(c) (2) (B), the disease or condition for which 
the drug has been prescribed is one for the treatment of which the 
drug is designated in that list as appropriate. 

Copayment 20% of charges. 
Covered only if listed in, and in accordance with, regulations under 

section 126. 
Copayment 20% of charges. 
Covered only if listed in, and in accordance with, regulation& 

under section 126; and subject to criteria for payment prescribed 
under that section. 

For each visit, a two-dollar copayment. 
Coverage under (i), (11), or (111) is limited to a total of 200 days 

in any benefit period. The certification and recertification require­
ments of section 1835(a) (2) of the Social Security Act, with such 
modification (if any) as the Secretary may by regulation prescribe, 
may be applied by the carrier. 

A five-dollar copayment, per day. 
Coverage is limited to 90 days of inpatient hospital care received 

in any benefit period. 
A two-dollar-and-fifty-cent copayment, per day. 
Limited to 30 days of such care received in any benefit period. 

A two-dollar-and-fifty-cent copayment, per day. 
Coverage shall be 11m1ted to 90 days of such care received in any 

benefit period. 
A two-dollar copayment, per visit of the attending physician only. 

In accordance with regulations under section 126, in the case of 
services (such as surgery or pregnancy and obstetrical care) in 
which a single charge is made by the corporation for the attending 
physicians' services combined with any preceding or following out­
patient services related thereto, a copayment of 10% of such com­
bined charges shall apply. Copayments for physicians' services under 
this paragraph are in addition to the dally copayments for institu­
tional care. 

No separate limitations. 

For elimination of certain limits on coverage for Physicians' Serv­
ices and Inpatient Hospital Services when Catastrophic Expense 
Benefits take effect in a coverage year, see section 125. Outpatient 
care for mental 1llness is limited to those cases in which active 
medical treatment (as defined in the last sentence of section 123(a)) 
is provided. 

Psychoanalysis is excluded under catastrophic coverage, except in 
those cases 11:l which it is utilized for the treatment of severe func­
tional disab111ty for which no feasible alternative modes of therapy 
exist. 

•The initial amounts of the dollar copayments are subject to changes in the Consumer Price Index as determined under sections 2M: 
and 224. 

CXXI--6-Part 1 
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LIMITATIONS AND EXCLUSIONS 

SEC. 123. (a) Notwithstanding any other 
provision of this title, Comprehensive Health 
Care Benefits shall not cover charges for-

(:1) services or items that are not medi­
cally necessary (or, in the case of health 
maintenance services under paragraph A.l. 
of the benefit table, medically appropriate), 
as determined in accordance with regula­
tions and subject to such requirements for 
certification and recertification by physi­
cians as are specified in this part or in regu­
lations; 

(2) inpatient treatment of tuberculosis, 
mental illness, alcoholism, or problems of 
drug abuse or drug dependence, unless the 
condition of the patient is in an acute phase 
and subject to active medical treatment; 

(3) custodial care, other than health-re­
lated custodial care; 

( 4) cosmetic surgery or charges incurred 
in connection therewith, except as required 
for the prompt repair of accidental injury 
or for im:(lrovement of the functioning of a 
malformed body member; 

(5) personal comfort items; 
( 6) drugs not prescribed, except when ad­

ministered by or under the immediate super­
vision of a physician; or 

(7) (A) treatment of fiat-foot conditions 
and the prescription of supportive devices 
therefor, or 

(B) routine foot care (including the cut­
ting or removal of corns or calluses, the 
trimming of nails, and other routine hy­
gienic care) . 
For purposes of paragraph (2), "active 
treatment" must be (i) characterized by a 
written and individualized plan that is based 
on diagnoses; (11) based on goals relative to 
arrest, reversal, or amelioration of the disease 
process or illness and aimed at restoring the 
individual's adaptive capacity to the maxi­
mum extent possible; (iii) based on objec­
tives relating to such goals; (1v) comprised 
of defined services and activities; (v) spe­
cific as to the means to measure the progress 
or outcome; and (vi) clear as to periodic re­
view and revision of the plan. 

(b) Comprehensive Health Care Benefits 
shall not cover any item or service to the 
extent that payment has been made, or can 
reasonably be expected to be made (as deter­
mined in accordance with regulations), with 
respect to that item or service under a work­
man's compensation law or plan of the 
United States or a State or under a motor 
vehicle insurance policy or plan. Any pay­
ment by the carrier under coverage under 
this title with respect to any item or serv­
ice shall be conditioned on reimbursement 
to the carrier when notice or other informa­
tion is received that payment for the item or 
service has been made under such a law, 
policy, or plan. 

(c) Comprehensive Health Care Benefits 
shall not cover-

(1) charges for items or services (other 
than emergency services in accordance wlth 
section 243(f)) furnished by a Federal pro­
vider of services, except a provider of serv­
ices which the appropriate State Health 
Commission determines is providing serv­
ices (by arrangement with a Health Care 
Corporation or otherwise in accordance with 
part D of title IT) as a community insti­
tution or agency; or 

(2) charges of a Health Care Corpora­
tion or other provider for any item or serv­
ice which the corporation or provider is 
obligated by a law of, or contract with, the 
United States to render at public expense. 

(d) ( 1) If the bed and board furnished 
as part of inpatient institutional services 
1s 1n accommodations more expensive than 
semiprivate accommodations, the amount 
taken into account for purposes of payment 
with respect to such care under Compre­
hensive Health Care Benefits coverage may 
not exceed an amount equal to the approved 
charges of the Health Care Corporation or 

nonaffiliated institutional provider for such 
services if furnished in semiprivate accom­
modations unless the more expensive 
accommodations were required for medica.! 
reasons. 

(2) If the bed and board furnished as 
part of inpatient services is in accommoda­
tions other than, but not more expensive 
than, semiprivate accommodations and the 
use of such other accommodations was 
neither at the request of the patient nor for 
a reason consistent with the purposes of this 
Act (as determined under regulations), the 
amount of the payment, if any, with respect 
thereto shall in no event be greater than 
the corporation's or nonaffiliated provider's 
approved charge for bed and board in the 
accommodations furnished. 

(3) For purposes of this subsection, the 
term "semiprivate accommodations" means 
two-bed, three-bed, or four-bed accom­
modations. 

(e) If, in any other case, items or serv­
ices are furnished to an individual in excess 
of, or more expensive than, items or services 
with respect to which payment may be made 
under Comprehensive Health Care Bene­
fits coverage, there shall be taken into ac­
count, for purposes of payment by the car­
rier, only the approved charges of the 
corporation or other provider with respect 
to which such payment may be made. 

COPAYMENT PROVISIONS 

SEc. 124. (a) Except to the extent that 
Health Care Corporations operate on a pre­
determined capitation charge basis and do 
not impose separate charges for services and 
other items covered by Comprehensive 
Health Care Benefits at the time such serv­
ices and items are furnished to a covered in­
dividual, and except when Catastrophic Ex­
pense Benefits are in effect as determined 
under section 125, coverage for Comprehen­
sive Health Care Benefits is subject to the 
payment, by the covered individual or on his 
behalf by another person or agency, of co­
payments in the case of services or items 
with respect to which copayments are spe­
cified in the benefit table set forth in section 
122, but only if the individual is not a low­
income person or a member of a low-income 
family_ (as defined in section 103). As pro­
vided in sections 121 and 132(b), the amount 
of such copayments shall not be deducted 
by the carrier from payment to the Health 
Care Corporations and other providers for 
covered services and other items but shall be 
recovered by the carrier as provided in those 
sections, without recourse against the cor­
porations and providers. 

(b) In those cases in which the table in 
section 122 specifies as the required copay­
ment a sooted percentage of charges with 
respect to a covered service or item, the 
amount of the copayment shall, subject to 
section 123, be equal to that percentage of 
the approved charges of the provider involved 
for the covered service or item. In those cases 
in which the copayment in the table is stated 
as a dollar amount, if, by reason of an in­
crease in the Consumer Price Index, a higher 
amount is promulgated for any coverage year 
under section 104 by the Secretary with re­
spect to any copayment item than the 
amount specified in the table of benefits for 
that item, the amount so promulgated shall 
apply with respect to that year. 

CATASTROPHIC EXPENSE BENEFITS 

SEc. 125. (a) When Catastrophic Expense 
Benefits are in effect as a part of coverage 
for Comprehensive Health Care Benefits with 
respect to a covered individual in a coverage 
year, (1) copayments that would otherwise 
be required to be made by or on behalf of 
that individual shall not be required with 
respect to services or items furnished in 
that coverage year on or after the effective 
date of those benefits, and (2) the benefit 
limits shown in column II of the benefit 
t!able for physicians' services, and services of 

other qualified health professionals and al­
lied health personnel (paragraph A. 2. a.), 
for outpatient institutional-care programs 
for physical disability, mental 111ness, al­
coholism, or drug abuse or drug dependence 
(paragraph A. 3. a.), for inpatient hospital 
care (paragraph B. 1. a.) , and for home health 
care services (paragraph A. 3. c.) become i.n­
applicable during that period for those 
classes of services and care except as other­
wise indicated in that column. 

(b) (1) In the case of a covered individual 
who is (or whose family Is) in income class 1, 
with respect to a coverage year, Catastrophic 
Expense Benefits shall automatically be in 
effect during the entire year as part of his 
coverage for Comprehensive Health Care 
Benefits. 

(2) In the case of any covered individual 
(or his family) in income class 2, 3, or 4, 
Catastrophic Expense Benefits shall become 
effective in a coverage year when the sum of 
creditable expenditures incurred by him, or 
incurred by him and all other members of 
his family in the case of an individual who 
Is a member of a family, equals the amount 
of a special expenditure limit determined as 
in the table below (or the amount redeter­
mined by the Secretary for that year under 
section 104). 

SPECIAL EXPENDITURE LIMIT TABLE 

Expenditure 
limit 

Income class under 65 

2_-- ----------------------- - $250 
3_-- ---- ·- ------------------ 500 
4_-- ------ ------------------ 750 

Expenditure 
limit 

65 and over 

$125 
250 
375 

(3) In the case of an individual and his 
family who are in income class 5, the special 
expenditure limit beyond which Catastrophic 
Expense Benefits are to take effect shall vary 
according to the level of income, with the 
exact limit set at 10 percent of the indi­
vidual's or family's income (as defined ill 
accordance with the regulations prescribed 
by the Secretary in consultation with the 
Secretary of the Treasury or his delegate). 
The income base to which the 10 percent 
is to be applied shall be rounded to the 
nearest multiple of $100 (or to the next 
higher multiple if the amount to be rounded 
is an odd multiple of $50) . . 

( 4) The following expenditures incurred 
by a covered individual, or incurred by him 
and other members of his family in the case 
of an individual who is a member of a 
family, shall be counted as creditable ex­
penditures in determining under paragraph 
(2) whether and when Catastrophic Expense 
Benefits become effective with respect to him 
in a. coverage year: 

(A) Expenditures incurred for premiums, 
or contributions to premiums, for Compre­
hensive Health Care Benefits coverage (for 
that year) of that individual, or of him and 
other members of his family. 

(B) Expenditures incurred in that year for 
copayments under Comprehensive Health 
Care Benefits coverage, and expenditures for 
copayments incurred in the last 3 months 
of the immediately preceding coverage year 
under such coverage. 

(C) (i) Expenditures incurred in the cov­
erage year involved for charges for physi­
cians' services, and services of other qualified 
health professionals and allied health per­
sonnel, described in column I of paragraph 
A.2. of the benefit table, or for outpatient 
institutional care for physical disability, 
mental illness, alcoholism, or drug abuse or 
drug dependence as described 1n paragraph 
A.3.a. in that column, or for inpatient hos­
pital care or physicians' services to inpatients 
described in paragraph B.l.a. or B.2. in that 
column, if those charges were excluded from 
coverage under such paragraph solely be-
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cause of the applicable limitations in column 
II of the benefit table on the number of 
visits per coverage year or on the number 
of days of care per benefit period, and (11) 
like expendittires incurred in the last 3 
months of the immediately preceding cover­
age year and applied toward the applicable 
expenditure limit or limits under this section 
for that year. 

( 5) For the purposes of this section-
(A) expenditures are (whether or not pay­

ment is or has been made) deemed to be 
incurred-

(i) in the case of the individual's contribu­
tions to premiums, when payment is due; or 

(11) in the case of copayments, and of 
charges described in paragraph ( 4) (C) , when 
the service or item giving rise to the copay­
ment or charge was provided unless payment 
is sooner made; and 

(B) expenditures are deemed to be incurred 
by a covered individual (unless they are 
Federal payments) if paid or payable by the 
covered individual or on his behalf by an­
other person or agency. 
REGULATIONS FOR COMPREHENSIVE HEALTH CARE 

BENEFITS 

SEc. 126. (a) In addition to any other 
regulations and standards with respect to the 
coverage of Comprehensive Health Care Bene­
fits and the various classes thereof, payment 
of charges to Health Care Corporations for 
services and items covered thereby, collection 
of copayments by carriers as provided in sec­
tion 121 (a) , and 132 (b) and other matters 
relating to such benefits, the Secretary shall 
issue regulations on the matters required by 
this section. Section 140, relating to regula­
tions affecting the rights and obllgations of 
carriers, shall also apply to regulations under 
this part. 

(b) The Secretary shall issue regulations 
amplifying the provisions of the benefit table 
with respect to Health maintenance benefits 
covered by paragraph A. 1. of the benefit table 
and in particular shall-

(1) in the light of the special emphasis 
of this Act on the obligation of Health Care 
Corporations for health maintenance, pre­
scribe the coverage of Comprehensive Health 
Care Benefits with respect to periodic health 
evaluation as comprehensively as resources 
of fac111ties and personnel will permit and 
with a view to keeping in step with modern 
developments in this field, and in this con­
nection consider-

(A) insofar as the frequency of evaluations 
for particular age groups is concerned, the 
provision of one appropriate evaluation per 
coverage year for individuals aged 65 or older, 
one every second year for those aged 19 to 
64 inclusive, and one every five years for those 
aged 5 to 18 inclusive; and 

(B) insofar as the components of such 
evaluations are concerned, including in such 
coverage, as the Secretary may deem medi­
cally appropriate and practicable for the 
different age, sex, and other patient groups, 
regularly scheduled complete histories, blood 
tests, serologies, urinalyses, and other appro­
priate chemical laboratory tests, chest x­
rays; electrocardiograms; Papanicolaou smear 
tests; rectal and proctoscopic examinations; 
glaucoma tests; and hearing tests; and 

(2) issue regulations with respect to the 
coverage of paragraph A. 1. e. of the benefit 
table for vision services. 

(c) The Secretary shall issue standards 
and other regulations with respect to cover­
age under paragraphs A. 2. and A. 3. and 
paragraph B. of the benefit table, and in par­
ticular shall-

( 1) define the physicians' and other serv­
ices, and the drugs and other items, that are 
to be covered as benefits under paragraph A. 
3. a. of the benefit table in outpatient in­
stitutional-care programs for physical disa­
bility, mental illness, alcoholism, or problems 
of drug abuse and drug dependence, includ• 
ing considerations of appropriate transporta-

tion services for those who are physically 
disabled, and set forth such criteri:a for these 
benefits as will encourage the establishment 
and use of such programs on a sound basis 
and lessen the need, for inpatient treatment 
of these conditions; and waive, or provide for 
the waiver, of copayments in such programs 
for the treatment of drug abuse and drug 
dependence to the extent that the Secretary 
finds that such waiver is desirable in order to 
encourage the use of these programs by per­
sons who are in need oif such treatment; 

( 2) for the purpose of coverage of drugs 
under paragraph A. 3. b. (i) of the benefit 
table, establish and keep current, on the 
basis of determinations of the Secretary with 
respect to the safety and efficacy of the drugs 
involved-

( A) a list of the categories of drugs that 
the Secretary finds to be appropriate for the 
treatment of diseases or conditions requiring 
drug therapy of such duration and cost as 
commonly to impose financial hardship; and 

(B) a list that (i) designates diseases and 
conditions, requiring intensive drug therapy 
(with drugs other than those listed under 
subparagraph (A)), which the Secretary finds 
to be of especial importance to the public 
health, and (ii) specifies with respect to 
each such disease or condition the category 
of drugs which the Secretary finds to be ap· 
propriate for the treatment thereof; 

(3) (A) designate prosthetic devices (in­
cluding such devices not included under sec­
tion 1861 (s) of the Social Security Act and 
including hearing aids) to be covered under 
paragraph A. 3. b. (11) of the benefit table, 
and (B) prescribe the conditions for cover­
age of durable medical equipment (as de­
scribed in section 1861 (s) of the Social Secu­
rity Act) under paragraph A. 3. b. (111) of that 
table (including criteria for determining 
whether payment for expensive purchased 
equipment shall be made on a rental-equiv­
alent basis); 

(4) (A) (i) prescribe regulations for deter­
mining what is to be counted as a visit in 
the case of physicians' services covered un­
der paragraph A. 2. a. of the benefit table and 
physicians' services covered under paragraph 
B. 2. of the table; (11) prescribe regulations 
(I) exempting from the limits on the num­
ber of visits under paragraph A. 2. a. of the 
table physicians' services preceding or fol­
lowing inpatient care in cases (such as sur­
gery, or pregnancy and obstetrical care) in 
which a single combined charge is made, by 
the provider involved, for any outpatient 
and inpatient services, and (II) providing 
for copayments in such case in an amount 
equal to a percentage of the combined cov­
erage charges for outpatient and inpatient 
physicians' services as specified in column II 
of paragraph B. 2. of the table; and 

(5) prescribe regulations, referred to ih 
column II of paragraph A. 3. c. of the benefit 
table, with respect to the nature and num­
ber of visits to be counted for home health 
services coverage purposes. 

PHASING OF ADDITIONAL BENEFITS 

SEc. 127. The Secretary shall submit to 
Congress recommendations for the expan­
sion of benefits after the program is in op­
eration as specified in section 302. The Sec­
retary shall give special consideration to the 
expansion of benefits for dental and vision 
services based on the avallab111ty of resources. 

OTHER DEFINITIONS 

SEc. 128. For the purposes of this Act: 
(a) The term "drug" means a drug within 

the meaning of section 201 (g) (1) of the 
Federal Food, Drug, and Cosmetic Act, as now 
in force or as hereafter amended, including 
any product of a kind subject to Ucensing 
under section 351 of the Public Health Serv­
ice Act. 

(b) The terms "extended care services" 
and "nursing home care" mean, respectively, 
services and items specified as such In reg­
ulations of the Secretary (including, in the 

case of extended care services, the services 
specified in section 1861 (h) of the Social 
Security Act) for the respective classes of 
institutions, if the services are-

( 1) furnished to pa;tients who require ac­
tive inpatient treatment but are not in an 
acute phase of illness and who currently 
either require primarily convalescent or 
restorative services or require primarily 
health-related custodial care; 

(2) furnished under arrangements for the 
transfer of patients among inpatient care 
facilities as medically appropriate; and 

(3) furnished by an institution which (A) 
meets the requirements of paragraphs ( 1) 
through (9) of section 1861(j) of the Social 
Security Act (defining the term "skilled 
nursing fac111ty" for purposes of title XVIII 
of that Act), (B) meets such other condi­
tions relating to the physical facilities or to 
the safety or quality of care of patients as 
the Secretary may by regulation prescribe 
for the respective classes of institutions, and 
(C) is not an institution primarily for the 
care and treatment of mental illness or 
tuberculosis. 

(c) The terms "skilled nursing care" and 
"supervision for palliative or terminal care" 
means that component of comprehensive 
health care which-

( 1) is furnished to a patient who has a 
non-curable disease diagnosed by a physi­
cian (as defined in section 186l(r) (1) of the 
Social Security Act) as still requiring 
medical or nursing care (or both), for pallia­
tion or as terminal care, through extended 
care services or nursing home care or home 
health care services or physicians' home 
calls; 

(2) has the purpose of maintaining the 
well-being of that patient to the maximum 
degree possible; and 

(3) involves a patient who either-
(A) is bedridden, or unable to get into and 

out of bed without assistance, or 
(B) requires nursing care procedures 

(such as complicated dressing, irrigations, 
or intravenous medications) that cannot be 
performed by the patient or by nonnursing 
personnel (such as a family member or com­
panion), or 

(C) experiences frequent episodes of 
sudden acute illness requiring emergency 
treatment that cannot be controlled by 
medication (such as uncontrolled diabetes, 
epilepsy, paroxysmal tachycardia, or fibrilla­
tion), or 

(D) requires constant physical restraints 
to prevent injury to himself or others (as in 
the case of senile patients or patients who 
suffer from cerlain mental illnesses). 

(d) (1) The term "home health care serv­
ices" means (subject to paragraph (3)) the 
three different concentrations of health care 
services furnished to an individual in his 
home or place of residence by an affiliated 
hospital, home health agency, or outpatient 
center specified in paragraph (2) 1!-

(A) they are furnished to an individual 
who is under the care of a physician; 

(B) they are furnished by a Health Care 
Corporation either directly or through the 
home care department of an affiliated hos­
pital provider or through an affiliated pro­
vider that Is a "home health agency" as 
defined in section 1861 ( o) of the Social Se­
curity Act (but not excluding an agency or 
organization that is primarily for the care 
and treatment of mental 1llness); 

(C) they are furnished under a plan, 
established and periodically reviewed by a 
physician, for furnishing them to the indi­
vidual; and 

(D) they are, except as otherwise pro­
vided in paragraph (2), furnished on a visit­
ing basis in a place of residence used as the 
individual's home. 

(2) The different concentrations of home 
health care services referred to in paragraph 
(1) are-

(A) intensive home care services, the fur-
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nishing of which involves the professional 
coordination by a registered nurse of a com­
plex of health services, under medical direc­
tion, that may include-

(i) part-time or intermittent nursing care 
provided by or under the supervision of a 
registered professional nurse; 

(11) physical, respiratory, occupational, or 
speech therapy; 

(iii) medical social services by referral of 
a physician; 

(iv) to the extent permitted in regulations, 
part-time or intermittent services of a home 
health aide; 

(v) diagnostic and therapeutic items or 
services, furnished by a hospital or outpa­
tient center, which are ordinarily furnished 
to inpatients of the hospital, to the extent 
they are medically appropriate and it is 
feasible to provide them to patients in their 
homes; 

(vi) drugs, medical supplies, appliances, 
and equipment which are ordinarily fur­
rushed by the hospital for the care and 
treatment of inpatients, to the extent they 
are necessary to carry out the physician's 
plan of treatment for the patient and it is 
feasible to provide them to patients in their 
homes; 

(vii) such physicians' services in the hos­
pital or outpatient center (such as those of 
radiologists and pathologists) as are held 
out as generally available to all inpatients 
of a hospital and which are charged for by 
the hospital or outpatient center as part of 
its services; 

(vitl) medical services provided by an in­
tern or a resident-in-training in a provider 
institution to a patient in his place of res­
idence or an outpatient center; and 

(ix) ambulance or other special transpor­
tation services when other methods of trans­
portation are contraindicated by the pa­
tient's condition to transport the patient 
from a provider institution to his place of 
residence or from his place of residence to a 
hospital or outpatient center to receive serv­
ices the furnishing of which involves the use 
of equipment of such a nature that ths 
items and services cannot readily be made 
available to the individual in his place of 
residence; 

(B) intermediate home health care serv­
ices, including the following items and se'!"V­
ices provided either directly or through an 
aftlliated home health agency provider ~s 
specified in paragraph (1) (B): 

(i) part-time or intermittent nursinb care 
provided by or under the supervision of ~ 
registered professional nurse; 

(11) physical, occupational, or speech ther­
apy; 

(iU) medical social services under the dt­
rection of a physician; 

(iv) to the extent permitted in regulations, 
part-time or intermittent services of a home 
health aide; 

(v) medical supplies (other than drugs), 
and the use of medical applie.nces and equip­
ment, while under the plan referred to in 
paragraph (1) (C); 

(vi) medical services provided by an in­
tern or resident-in-training in an aftlliatcd 
home health agency provider; and 

(vti) any of the foregoing items and serv­
ices-

(I) which are provided on an outpatient 
basis, under arrangements made by the 
Health Care Corporation or home h<7alth 
agency referred to in paragraph (1) (B), at 
a hospital, skilled nursing facUlty, or re­
habfiitation center, and 

(II) the furnishing of which involves the 
use of equipment of such a nature that the 
items and services cannot readtly be made 
avaiLable to the 1nd1v1dual 1n the place of 
residence referred to in paragraph ( 1) (D) ; or 
which are furnished at that hospital, facility, 
or center while he is there to receive any 
such- item or service, l5ut not lncludmgtrans­
portation of the individual in connection 
with any such item or service except ambu-

lance service when other methods of trans­
portation are contraindicated by the patient's 
condition, and only to the extent provided in 
regulations; and 

(C) basic home health services, which are 
furnished either directly or through an af­
:flliated home health agency provider as speci­
fied in paragraph ( 1) (B) to individuals r~­
quiring "palliative and terminal care", in­
cluding the following: 

(i) part-time or intermittent nursing pro­
vided by or under the supervision of a regis­
tered professional nurse; 

(11) medical social service including coun­
seling; 

(iii) part-time or intermittent home 
health aide services assigned and supervised 
by a registered professional nurse; and 

(iv) medical supplies (other than drugs), 
and the use of medical appliances and equip­
ment, while under the plan referred to in 
paragraph (1) (C). 

(3) Notwithstanding the provisions of 
paragraphs (1) and (2), the term "home 
health care services" does not include any 
item or service if it would not be included 
under "inpatient hospital care" (as defined 
in subsection (e)) if furnished to an in­
patient of a hospital. 

(e) The term "inpatient hospital care .. 
means the following items and services fur­
nished to an inpatient of a hospital and, ex­
cept as otherwise speci:fled, by the hospital: 

( 1) Bed and board. 
( 2) Such physicians' services in the hos­

pital (such as those of radiologists and path­
ologists) as are held out as generally avan­
able to all inpatients of a hospital and which 
are charged for by the hospital as part of 
its services. 

(3) such nursing services and other re­
lated services, such use of hospital facUlties, 
and such medical social services as are or­
dinarily furn1shed by the hospital for the 
care and treatment of inpatients, and such 
drugs, supplies, appliances, and equipment, 
for use in the hospital, as are ordinarily 
furnished by the hospital for the care and 
treatment of inpatients. 

(4) Such other diagnostic or therapeutic 
items or services, furnished by the hospital, 
as are ordinarily so furnished to inpatients 
of the hospital. 

(f) (1) The term "physician .. means, except 
when otherwise speci:fled, a physician as de­
fined in section 1861 (r) of the Social Se­
curity Act. 

(2) The term "physicians' services" means 
professional services performed by physi­
cians, including surgery, consultation, and 
home, office, and institutional calls. 

(3) The term "attending physician .. 
means, with respect to a patient, the phy­
sician having primary responsibUity for the 
patient's medical care. 
PART C--CARRIERS FOR COMPREHENSIVE HEALTH 

CARE BENEFITS 

DEFINITION OF "CARRIER" 

SEc. 131. As used in this Act, the term 
"carrier" means-

(1) a voluntary association, corporation, 
partnership, or other nongovernmental or­
ganization that is engaged in providing, pay­
ing for, or reimbursing the cost of, health 
care under insurance policies or contracts, 
medical or hospital service agreements, mem­
bership or subscription contracts, or similar 
group arrangements, in consideration of pre­
determined premiums or other periodic 
charges payable to the carrier; and 

(2) a Health Care Corporation approved 
by a State Health Commission under a State 
plan approved by the Secretary under this 
Act, to the extent that the corporation 
charges for covered health care on an annual­
ly predetermined capitation basis in accord­
ance with section 246(b). 
DETERMINATION OF QUALIFIED CARRIER; HEALTH 

CARD 

SEc. 132. A carrier is a quali:fled carrier for 
the purposes of this Act if-

(1) (A) the carrier is authorized to operate 
health benefit prepayment plans or insurance 
at group rates in each State for whose resi­
dents it provides, or proposes to provide, cov­
erage under this Act, is in compliance with 
section 133, and meets such additional stand· 
ards as the Secretary may establish, includ­
ing, in the case of contracts with the Secre­
tary under sections 102 and 106, any special 
standards established for the purposes of 
those sections; and 

(B) with respect to coverage for which a 
premium contribution by the Secretary is re­
quested under section 102 (c), the carrier 
agrees to accord to the Secretary and his 
agents the same rights to information and 
access to the carrier's records as· is required 
to be accorded to them under section 141; 
and 

(2) the carrier provides, consistent with 
section 212(b) (6), tha.t-

(A) an account will be established against 
which a covered individual may charge the 
cost of obtaining items and services covered 
under this Act, without regard to the copay­
ment requirements applicable under this 
Act; 

(B) payment for items and services cov­
ered under thts Act, other than emergency 
services, will be made only on the basis of 
charges against that account; 

(C) payment will be made on the basis of 
charges against the account for items and 
services covered under this Act at the ap­
plicable payment rates; and, unless the ac­
count is in default, payment will be made 
to participating providers for all items and 
services, without reduction on account of 
the copayment requirements applicable un­
der this Act and the covered individual will 
be billed the portion of any payment prop­
erly chargeable to him on account of those 
copayment requirements; and 

(D) credit will be available with respect 
to any bill submitted to a. covered individ­
ual pursuant to subparagraph (C) and in­
terest will accrue on amounts owed on any 
bill, in accordance with regulations pre­
scribed by the Secretary, with no recovery 
being made from any individual or entity 
to whom payment has been made because of 
the failure of a covered individual to pay 
any such b111; and an account will not be 
regarded as in default unless payment of 
amounts due under the account, or any 
other such account established with respect 
to the covered individual pursuant to the 
requirements of this title, is 90 days ln 
arrears. 

REQUIREMENT THAT CARRIERS PARTICIPATE 
UNDER STATE PLANS 

SEc. 133. A carrier shall not be quali:fled 
for award of a contract with the Secretary 
under section 102 or 106 or for !lssuance of 
Comprehensive Health Care Benefits cover­
age ellgible for a. premi urn subsidy under 
section 102(c), unless the carrier agrees, if 
required by the appropriate State Health 
Commission (or -its delegate agency) of a. 
State, to participate in a coverage pool in ac­
cordance with provistons therefor contained 
in the State plan pursuant to section 234 
(b) (7), or unless the carrier is in fact such 

·a participant. 
CONDITIONS OF APPROVAL OF CARRIER CONTRACTS 

OR PLANS FOR FEDERAL PREMIUM SUBSIDY 

SEc. 134. The Secretary shall, for the pur­
pose of any premium contribution under sec­
tion 102, approve an insurance contract or 
prepayment plan of a carrier (including such 
a contract or plan under State plan pro­
visions referred to in section 234(b) (7) only 
1f the insurance contract or prepayment 
plan-

( 1) is in conformity with applicable regu­
lations and standards prescribed under the 
State plan (approved under part C of title 
II) of the appropriate participating State; 

(2) provides for 12-month coverage terms; 
(3) does not permit any exclusion from, 

or limitation with regard to, coverage of an 
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individual because of health status (pre- charges by registrants, respectively, under 
existing, current, or future), economic contracts made under this section. 
status, race, sex, occupation, age, or estab- EFFECT OF NONPAYMENT OF PREMIUMS 
lishment of any other condition inconsistent SEc. 136. (a) Premium contributions and 
with regulations of the Secretary, but this special premiums payable pursuant to sec­
paragraph shall not be construed to preclude tion 106, by individuals referred to therein 
reasonable classification of risks for premium who are enrolled under a contract under this 
rate purposes in accordance with actuarial title, shall _be paid by or on behalf of the 
principles; and registrant to the carrier (from sources other 

(4) contains such provisions as the Secre- than the secretary) in periodic installments 
tary may prescribe or approve relating to in advance in a manner and at the time or 
coordination of the coverage under the in- times prescribed in regulations of the Secre­
surance contract or prepayment plan in- tary but not less often than quarterly nor 
valved with overlapping or duplicative cover- more often than monthly. 
ages under other insurance contracts or pre- (b) In the event of nonpayment of a 
payment plans. contribution or special premium installment, 
CONTRACTS WITH HEALTH CARE CORPORATIONS When due, to the carrier by Or on behalf Of 

oN CAPITATION BASis an individual, the benefit coverage to which 
c the overdue installment relates shall, upon 

SEc. 135. In the case of a Health Care or- notice by the carrier in accordance with reg-
poration that operates on the basis of pre- ulations of the Secretary, end unless payment 
determined capitation charges (approved by is made prior to the expiration of a grace 
the appropriate State Health Commission), period (not in excess of 90 days) prescribed 
the secretary may, if satisfied as to the cor- th 
poration's financial responsibility to qualify by the regulations, except that (1) e man­
as a carrier for itself under this section, ner and order of termination of coverage of 
provide the coverage for comprehensive family members in the event of partial de­
Health care Benefits under this Act to which linquency or default in family contribution 
registrants of the corporation are entitled installments payable under section 106 shall 
under section 102(b), by entering (directly be determined in accordance with regula­
or through the state Health commission as tions, (2) delinquency or default in con­
the Secretary's agent as authorized by sec- tribution installments under section 106 shall 
tion 217(b) (2)) into a contract with the not affect the coverage of any family member 

i who has attained the age of 65, and (3) corporation, whereby the Secretary, n con- tot i 
sideration of the corporation's undertaking delay in payment shall not give rise erm-

t nation of coverage if attributable to an act to provide (or, when authorized under par or omission of a Federal officer or employee D of title II, pay for) the services and itexns 
covered by such benefits, agrees that there used as a conduit for transmitting such in­
shall be paid by the secretary to the cor- stallments. 
poration, With respect to those registrants Of ENROLLMENT UNDER CONTRACTS WITH CARRIERS 
the corporation who enroll under the con- SEC. 137. (a) The Secretary may by regu­
tract, the same amounts that a third-party lations consistent with other provisions of 
carrier would be required to pay under a this Act, prescribe the time or times at which, 
contract with the Secretary, except that the manner in which, and the conditions un­
a contract under this section- der which individuals may (1) enroll, under a 

(1) shall authorize the Secretary in the contract made under this part, for Compre­
case of a Health Care Corporation that does hensive Health care Benefits coverage pur­
impose separate charges equivalent to capay- chased by the Secretary to which under sec­
ments in addition to capitation charges, to tion 102 they are entitled, or (2) change en­
deduct, from any capitation payments other- rollment under one contract to enrollment 
wise payable by the Secretary to the corpora- under another. 
tion on behalf of an individual enrolled un- (b) The regulations under this section 
der the contrnct, the value (as determined shall permit enrollment by an individual for 
on the basis of actuarial principles) of any hixnself only, or for himself and his spouse 
copayments to which the covered registrants and other individuals who are members of 
would be subject under part B of this title if his family (as defined in section 105(b)), 
the corporation imposed separate charges and shall prescribe the times at which, the 
equivalent to copayments; manner in which, and the conditions under 

(2) shall not, in the case of a Health Care which a change from one such type of en­
Corporation that imposes separate charges rollment to another may be made. An indi­
equivalent to copayments in addition to capi- vidual enroll1ng for hiinself and family shall 
tation charges, undertake to pay those be liable for any premium contributions on 
charges to the corporation; which entitlement to family coverage is con-

(3) shall provide that the corporation shall ditioned. 
itself collect from a registrant (or from (c) To the optimum extent, (1) open en­
others on his behalf) all copayments and rollment periods under this section and open 
premium contributions (in the form of capt- periods for registration with Health Care 
tation charges) payable by the regi&trant, and corporations approved by State commissions 
shall keep for the registrant the record of under approved State plans under this Act 
such copayments and contributions incurred shall be closely coordinated, to the end that 
by him (or his family) and notify him when registration and enrollment, and changes 
he has reached the applicable expenditure therein, may be effected concurrently, and 
limit under section 125 giving rise to Cata-. (2) registration centers of Health Care Cor­
strophic Expense Benefits; and porations shall function also as centers at 

( 4) shall require the corporation to estab- which to apply for, and obtain information 
lish, in accordance with regulations or with concerning, enrollment. 
provisions in the con tract, effective proce­
dures (through such means as establishment 
of a separate record and payment center and 
issuance of identical membership cards to 
all its registrants, regardless of whether they 
have benefit coverage purchased by the Sec­
retary) that wm prevent persons who fur­
nish health services or items for the corpora­
tion from identifying those registrants who 
enjoy coverage purchased by the Secretary 
and discriminating against them on that 
account. 
Any reference in this part to premiums, or 
contributions to premiums, shall be deemed 
to include capitation amounts paid by the 
Secretary, or contributions to capitation 

REPORTS BY AND AUDITS OF CARRIERS 
SEc. 138. Consistent with section 212(b) 

(6), each contract with a carrier under this 
title, including contracts with Health Care 
Corporations qualifying as carriers and con­
tracting with respect to their registrants, 
shall require the carrier to make such re­
ports, in such form, and containing such in­
formation as the Secretary or his agents may 
require to carry out their functions under 
this Act, and to keep such records and afford 
such access thereto as the Secretary or his 
agents may find necessary to assure the cor­
rectness and verification of the reports and 
otherwise to carry out its functions under 
this Act. 

JURISDICTION OF COURTS 
SEc. 139. The district courts of the United 

States shall have original jurisdiction, con­
current with the Court of Claims, of a civil 
action or claim against the United States 
founded on this part. 

PROSPECTIVE REGULATIONS 
SEc. 140. Regulations, amendments to reg­

ulations, or amendments to this Act, issued 
or enacted during an annual contract term 
under this title, shall not, to the extent that 
their application would increase the obliga­
tions or adversely affect the rights of the 
contracting carrier, apply to that contract 
until the next contract year unless made 
applicable by the contract or by amendment 
thereto. 

TITLE II-REORGANIZATION OF 
NATIONAL HEALTH SERVICES 

SHORT TITLE 
SEc. 200. This title may be cited as the 

"National Health Care Services Reorganiza­
tion Act". 

PART A-DEPARTMENT OF HEALTH 
ESTABLISHMENT OF DEPARTMENT 

SEc. 201. (a) There is established at the 
seat of government an executive department 
to be known as the Department of Health 
(hereinafter in this Act referred to as the 
"Department"). There shall be at the head 
of the Department a Secretary of Health 
(hereinafter in this Act referred to as the 
"Secretary"), who shall be appointed by the 
President, by and with the advice and con­
sent of the Senate. 

(b) There shall be in the Department an 
Under Secretary, who shall be appointed by 
the President, by and with the advice and 
consent of the Senate. The Under Secretary 
(or, during the absence or disability of the 
Under Secretary, or in the event of a vacancy 
in the office of Under Secretary, an Assistant 
Secretary or the General Counsel, determined 
according to such order as the Secretary shall 
prescribe) shall act for, and exercise the 
powers of, the Secretary during the absence 
or disability of the Secretary or in the event 
of a vacancy in the office of Secretary. The 
Under Secretary shall perform such functions 
as the Secretary shall prescribe from time 
to time. 

(c) There shall be 1n the Department seven 
Assistant Secretaries and a General Counsel, 
who shall be appointed by the President by 
and with the advice and consent of the 
Senate, and who shall perform such func­
tions as the Secretary shall prescribe from 
time to time. 

(d) There shall be in the Department a 
Chief Medical Officer who shall be appointed 
by the President, by and with the advice and 
consent of the Senate, without regard to 
political affiliation and solely on the basis 
of fitness to perform the duties of the posi­
tion. The term of office of the Chief Medical 
Officer shall be six years, except that an in­
dividual serving as Chief Medical Officer may 
upon the expiration of his term of office 
continue to serve until his successor shall 
have been appointed and qualified. 
TRANSFERS TO SECRETARY AND CHIEF MEDICAL 

OFFICER 
SEc. 202. (a) Except as provided in sub­

section (b) , there are transferred to the 
Secretary all functions of the Secretary of 
Health, Education, and Welfare under the 
following laws and provisions of law: 

( 1) The Public Health Service Act. 
(2) The Family Planning Services and 

Population Research Act of 1970. 
( 3) The Comprehensive Alcohol Abuse and 

Alcoholism Prevention, Treatment, and Re­
habilitation Act of 1970. 

(4) Section 232 of the National Housing 
Act (relating to mortgage insurance for nurs­
ing homes). 

( 5) Title XI of the National Housing Act 
(relating to mortgage insurance for group 
practice facilities) . 
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{6) The Mental Retardation Fac111ties and 

Community Mental Health Centers Construc­
tion Act of 1963. 

(7) Section 4 of the Comprehensive Drug 
Abuse Prevention and Control Act of 1970. 

(8) The Controlled Substances Act. 
(9) The Act of August 5, 1954 (42 U.S.C. 

2001-2004a) (relating to hospital and other 
health fac111ties for Indians). 

{10) The Act of August 16, 1957 (42 U.S.C. 
2005-2005f) (relating to community hospi­
tals for Indians) . 

( 11) Chapter 175 of title 28 of the United 
States Code (relating to civil commitment 
and rehab111tation of narcotic addicts). 

(12) Chapter 314 of title 18 of the United 
States Code (relating to sentencing of nar­
cotic addicts to commitment for treatment). 

(13) Title III of the Narcotic Addict Re­
habilitation Act of 1966 (relating to civU 
commitment of persons not charged with 
any criminal offense) and section 602 of such 
Act. 

(14) The Federal Cigarette Labeling and 
Advertising Act. 

( 15) The Federal Food, Drug, and Cos­
metic Act. 

(16) The Federal Hazardous Substances 
Act. 

(17) The Poison Prevention Packaging Act 
of 1970. 

(18) The Fair Packaging and Labeling Act. 
(19) The Act of March 2, 1897 (21 U.S.C. 

41-50) (relating to tea importation). 
(20) The Act of March 4, 1923 (21 u.s.a. 

61-64) (relating to filled milk). 
(21) The Act of February 15, 1927 (21 

u.s.a. 141-149) (relating to importation of 
milk). 

(22) The Federal Caustic Polson Act. 
( 23) The Flammable Fabrics Act. 
(24) The Federal Coal Mine Health and 

Safety Act of 1969 (other than title IV there­
of). 

(25) The District of Columbia Medical Fa­
cilities Construction Act of 1968. 

(26) The Occupational Safety and Health 
Act of 1970. 

(27) The Lead-Based Paint Poisoning Pre­
vention Act. 

(28) Titles XVIII, XIX, II, and V of the 
Social Security Act insofar as such titles re­
late to the provision of health care services. 

(29) The District of Columbia Medical and 
Dental Manpower Act of 1970. 

(30) The Drug Abuse Office and Treatment 
Act of 1972. · 

(b) The functions of the Secretary of 
Health, Education, and Welfare respecting 
( 1) the commissioned Regular Corps and 
Reserve Corps of the Public Health Service, 
(2) the administration of section 329 of the 
Public Health Service Act (relating to as­
signment of health personnel of the Public 
Health Service to critical need areas), and 
(3) the administration and operation of 
health care delivery facilities of the Public 
Health Service shall be exercised by the 
Chief Medical Officer under the supervision 
and direction of the Secretary of Health. 

(c) Within one hundred and eighty days of 
the effective date of this part the President 
may transfer to the Secretary any function 
not transferred to the Secretary by subsec­
tion (a) of this section, if the Director of 
the Office of Management and Budget deter­
mines such function ( 1) relates prlmarUy to 
functions transferred by such subsection to 
the Secretary, or (2) otherwise relates to 
health. 
REDESIGNATION OF DEPARTMENT OF HEALTH, 

EDUCATION, AND WELFARE 

SEc. 203. (a) The Department of Health, 
Education, and Welfare, the Secretary of 
Health, Education, and Welfare, the Under 
Secretary of Health, Education, and Welfare, 
the Assistant Secretaries of Health, Educa­
tion, and Welfare, the General Counsel of 
the Department of Health, Education, and 

Welfare, and the Assistant Secretary of 
Health, Education, and Welfare for Adminis­
tration shall on and after the effective date 
of this part be known and designated as the 
Department of Education and Welfare, the 
Secretary of Education and Welfare, the Un­
der Secretary of Education and Welfare, the . 
Assistant Secretaries of Education and Wel­
fare, the General Counsel of the Department 
of Education and Welfare, and the Assistant 
Secretary of Education and Welfare for Ad­
ministration, respectively. 

(b) Any reference in a law, regulation, doc­
ument, or other record of the United States 
to the Department of Health, Education, and 
Welfare or an office the title of which is re­
designated by subsection (a) of this section 
shall be held and considered to be a reference 
to the Department of Education and Welfare 
or to such office as so redesignated. 

ADMINISTRATIVE PROVIo:>IONS 

SEc. 204. (a) In addition to the authority 
contained in auy other Act which is trans­
ferred to the Secretary, the Secretary is 
authorized, subject to the provisions of title 
5, United States Code, relating to appoint­
ments in the competitive service and to class­
ification and General Schedule pay rates, to 
select, appoint, employ, and fix the com­
pensation of such officers and employees, in­
cluding investigators, attorneys, and hearing 
examiners, as are necessary to carry out his 
functions and to prescribe their authority 
and duties. 

(b) The Secretary may obtain services as 
authorized by section 3109 of title 5, United 
States Code, but at rates for individuals not 
to exceed the daily equivalent of the rate 
in effect for grade GS-18 of the General 
Schedule, unless otherwise specified in an 
appropriation Act. 

(c) The Secretary may, in addition to the 
authority to delegate and redelegate con­
tained in any other Act, in the exercise of the 
functions transferred to the Secretary by 
this part, delegate any of his functions to 
such officers and employees of the Depart­
ment as he may designate, may authorize 
such successive redelegations of such func­
tions as he may deem des~rable, and may 
make such rules and regulations as may be 
necessary to carry out his functions. 

(d) So much of the positions, personnel, 
assets, liabilities, contracts, property, rec­
ords, authorizations, allocations, and other 
funds employed, held, used, arising from, 
available or to be made available, in con­
nection with the functions transferred by 
section 202 as the Director of the Oftlce of 
Management and Budget shall determine 
shall be transferred to the Secretary. Except 
as provided in subsection (e) , personnel 
engaged in functions transferred under this 
part shall be transferred in accordance with 
applicable laws and regulations relating to 
transfer of functions. 

(e) The transfer of personnel pursuant to 
subsection (d) of this section shall be with­
out reduction in classification or compensa­
tion for one year after such transfer. 

(f) In any case where all of the functions 
of any office or agency are transferred pur­
suant to this part, such oftlce or agency shall 
lapse. 

(g) The Secretary is authorized to estab­
lish a working capital fund to be available 
without fiscal year limitation, for expenses 
necessary for the maintenance and operation 
of such common administrative services as 
he shall find to be desirable in the interest 
of economy and efficiency in the Department, 
including such services as a central supply 
service for stationery and other supplies and 
equipment for which adequate stocks may be 
maintained to meet in whole or in part the 
requirements of the Department and its 
agencies; central messenger, mall, telephone, 
and other communications services; ofHce 
space, central services for document repro­
duction, and for graphics and visual aids; 

and a central library service. The capital of 
the fund shall consist of any appropriations 
made for the purpose of providing capital 
(which appropriations are hereby author­
ized) and the fair and reasonable value of 
such stocks of supplies, equipment, and other 
assets and inventories on order as the Secre­
tary may transfer to the fund, less the related 
liabilities and unpaid obligations. Such fund 
shall be reimbursed in advance from available 
funds of agencies and offices in the Depart­
ment, or from other sources, for supplies and 
services at rates which will approximate the 
expense of operation, including the accrual 
of annual leave and the depreciation of 
equipment. The fund shall also be credited 
with receipts from sale or exchange of prop­
erty and receipts in payment for loss or 
damage to property owned by the fund. There 
shall be covered into the United State Treas­
ury as miscellaneous receipts any surplus 
found in the fund (all assets, liabilities, and 
prior losses considered) above the amounts 
transferred or appropriated to establish and 
maintain such fund. 

(h) The Secretary may approve a seal of 
oftlce for the Department, and judicial notice 
shall be taken for such seal. 

(1) In addition to the authorLty contained 
in any other Act which is transferred to and 
vested in the Secretary, as necessary, and 
when not otherwise avallable, the Secretary 
is authorized to provide for, construct, or 
maintain the following for employees and 
their dependents stationed art remote locali­
ties: 

( 1) Emergency medical services and sup-
plies; 

(2) Food and other subsistence supplies; 
(3) Messing facilities; . 
( 4) Motion picture equipment and film 

for recrealtion and training; and 
(5) Living and working quarters and fa­

cilities. The furnishing of medical treatment 
under p·aragraph ( 1) and the furnishing of 
services and supplies under paragraphs (2) 
and (3) of this subsection shall be at prices 
reflecting reasonable value as determined by 
the Secretary, and the proceeds therefrom 
shall be credited to the appropriation !rom 
which the expenditure was made. 

(j) The Secretary is authorized to accept, 
hold, administer, and utilize gifts and be­
quests of property, both real and personal, 
for the purpose of aiding or facUltating the 
work of the Department. 

(k) The Secretary is authorized to ap­
point, without regard to the provisions of 
title 5, United S1iates Code, relating to ap­
pointments in the competitive service, such 
advisory committees as may be appropriate 
for the purpose of consultation with and 
advice to the Depar·tment in performance of 
its functions. Members of such committees, 
other than those regularly (lmployed by the 
Feder&l Government, while attending meet­
ings of such committees or otherwise serving 
at the request of the Secretary, may be paid 
compensation at rates not exceeding those 
authorized for individuals un'der subsection 
(b) of this section, and while so serving away 
from their homes or regular places of busi­
ness, may be allowed travel expenses, in­
cluding per diem in lieu of subsistence, as 
authorized by section 5703 of title 5, United 
states Code, for persons in the Government 
service employed intermittently. · 

(1) (1) The Secretary is authorized to enter 
into contracts with educational institutions, 
public or private agencies or organizations, 
or individuals for the conduct of research 
into any aspect of the problems related to 
the programs of the Department which are 
authorized by statute. 

(2) The Secretary may from time to time 
disseminate in the form of reports or pub­
lications to public or priv111te agencies or 
organizations, or individuals, such informa­
tion a.s he deems pertinent on the research 
carried out pursuant to this subsection. 

(3) Nothing contained in this subsection 
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is intended to amend, modify, or repeal any 
provision of law administered by the De­
partment which authorizes the making of 
contracts for research. 

ANNUAL REPORT 

SEc. 205. The Secretary shall, as soon as 
practicable after the end of each fiscal year, 
make a report in writing to the President 
for submission to the Congress on the activ­
ities of the Department during the preceding 
fiscal year. 

SAVINGS PROVISIONS 

SEc. 206. (a) All orders, determinations, 
tules, regulations, permits, contracts, certifi­
cates, licenses, and privileges-

(!) which have been issued, made, granted, 
.:>r allowed to become effective in the exer­
cise of any function transferred by this part, 
and 

(2) which are in effect at the time this 
part, takes effect, 
shall continue in effect according to their 
terms until modified, terminated, superseded, 
set aside, or repealed by the Secretary, by 
any court of competent jurisdiction, or by 
operation of law. 

(b) This part shall not affect any proceed­
ing pending at the time this section takes 
effect before any officer, any function of 
whom is transferred by this part; but such 
proceedings, to the extent that they relate 
to functions so transferred, shall be con­
tinued before the Department. Such pro­
ceedings, to the extent they do not relate to 
functions so transferred, shall be continued 
before the officer before whom they were 
pending at the time of such transfer. In 
either case orders shall be issued in such 
proceedings, appeals shall be taken there­
from, and payments shall be made pursuant 
to such orders, as if this part had not been 
enacted; and orders issued in any such pro­
ceedings shall continue in effect until modi­
fied, terminated, superseded, or repealed by 
the Secretary, by a court of competent juris­
diction, or by operation of law. 

(c) ( 1) Except as provided in paragraph 
(2)-

(A) the provisions of this part shall not 
affect suits commenced prior to the date this 
section takes effect, and 

(B) in all such suits proceedings shall be 
had, appeals taken, and judgments rendered, 
in the same manner and effect as if this part 
had not been enacted. 

No suit, action, or other proceeding com­
menced by or against any officer in his of­
ficial capacity shall abate by reason of the 
enactment of this part. Causes of action, 
suits, actions, or other proceedings may be 
asserted by or against the United States or 
such official of the Department as may be 
appropriate and, in any litigation pending 
when this section takes effect, the court 
may at any time, on its own motion or that 
of any party, enter an order which will give 
effect to the provisions of this subsection. 

(2) If before the date on which this part 
takes effect any officer in his official capacity 
is a party to a suit, and under this part any 
func.tion of such officer is transferred to the 
Secretary, then such suit shall be continued 
by the Secretary (except in the case of a 
suit not involving functions transferred to 
the Secretary, in which case the suit shall 
be continued by the officer who was a party 
to the suit prior to the effective date of this 
part). 

(d) With respect to any function trans­
ferred by this part and exercised after the 
effective date of this part, reference in any , 
other Federal law to any officer, any func­
tion of whom is so transferred shall be 
deemed to mean the officer in whom this title 
vests such function after such transfer. 

(e) Orders and actions of the Secretary 
in the exercise of functions transferred un­
der this part shall be subject to judicial 
review to the same extent and in the same 
manner as if .such orders and actions had 
been by the officer exercising such functions, 

immediately preceding their transfer. Any 
statutory requitements relating to notice, 
hearings, action upon the record, or adminis­
trative review that apply to any function 
transferred by this part shall apply to the 
exercise of such function by the Secretary. 

(f) In the exercise of the functions trans­
ferred under this part, the Secretary shall 
have the same authority as that vested in 
the officer exercising such functions imme­
diate!~ preceding their transfer, and the sec­
retary s actions in exercising such functions 
shall have the same force and effect as when 
exercised by such officer. 

CODIFICATION 

SEc. 207. The Secretary 1s directed to sub­
mit to the Congress within two years from 
the effective date of this part a proposed 
codification of all laws which contain func­
tions transferred to the Secr61tary by this 
part. 

DEFINITION 

SEc. 208. For purposes of this part the 
term "function" includes power and duty. 

CONFORMING AMENDMENTS 

SEc. 209. (a) Section 19(d) (1) of title 3, 
United States Code, is amended by striking 
out "Secretary of Health, Education and 
Welfare" and inse,rting in lieu thereof' "Sec­
retary of Education and Welfare", and by in­
serting before the period at the end thereof 
the following: ", Secretary of Health". 

(b) Section 101 of title 5, United States 
Code, is amended by striking out "Health 
Education," in the antepenultimate pam~ 
graph and inserting in lieu thereof "Educa­
tion" and by inserting below the last para­
gl"aph the following: 

"The Department of Health". 
(c) Subchapter II (relating to executive 

schedule pay rates) of cha.pter 53 of title 5 
of the United States Code is amended as 
follows: 

(1) Section 5312 is amended by strikina 
out "Health, Education," in paragraph (10) 
and inserting in lieu thereof "Education" 
and by adding below paragraph (12) th~ 
following: 

"(13) Secre·tary of Health." 
(2) Section 5314 is amended by striking 

out "Heal·th, Education," in paragraph (6) 
and inserting in lieu thereof "Education", 
and by adding below pamgraph ( 60) the 
following: 

"(61) Under Secretary of Health." 
(3) Section 5315 is amended by striking 

out "Health, Education," in paragraphs (17) 
and ( 41) and inserting in lieu thereof "Edu­
cation", and by adding after paragraph (104) 
the following: 

"(105) General Counsel, Department of 
Health. 

"(106) Assistant Secretaries of Health 
(7) ." 

(4) Section 5316 is amended by striking 
out "Health, Education," in paragraphs (24), 
(51) , (52) , and (53) and inserting in lieu 
thereof "Education". 

(5) Paragraph (43) of section 5316 is 
amended by striking out ", Education, and 
Welfare". 

(6) section 5317 is amended by striking 
out "34" and inserting in lieu thereof "36". 

EFFECTIVE DATE; INITIAL APPOINTMENT OF 
OFFICERS 

SEC. 210. (a) This part and the amend­
ments made by this part shall take effect 
ninety days after its enactment, or on such 
prior date after enactment of this Act as the 
President shall prescribe and publish in the 
Federal Register. 

(b) Any of the officers provided for in this 
part may (notwithstanding subsection (a)) 
be appointed in the manner provided for in 
this part, at any time after the date of 
enactment of this Act. Such officers shall 
be compensated from the date they first 
take office, at the rates authorized by this 
part. Such compensation and related ex-

penses of their offices shall be paid from 
funds available for the functions to be 
transferred to the Department pursuant to 
this part. 
PART B-FEDERAL ADMINISTRATION OF HEALTH 

CARE PROGRAMS 

FUNCTIONS AND RESPONSIBILITIES OF THE 
SECRETARY 

SEc. 211. (a) The Secretary shall be charged 
with responsibility for the planning, ad­
ministration, operation, coordination, and 
evaluation of all programs transferred to 
him under part A of this title as well as the 
health care program under this Act. 

(b) With respect to the program under 
this Act, the Secretary shall be specifically 
charged with responsibility for-

(1) continuous review of the activities of 
State Health Commissions; 

(2) liaison with all Federal agencies ad­
ministering health or health-related pro­
grams, and with private national accredit­
ing and other agencies concerned with stand­
ards of care and qualifications of health per­
sonnel, including the approval and listing 
of certifying bodies; 

(3) annual reports, to be transmitted 
through the Secretary to the President, first 
to evaluate the progress of State plans and 
the development of health care corporations, 
and thereafter to evaluate the national pro­
gram, including recommendations for legis-
lation, if any; and · 

(4) dissemination to State go'vernments 
and to providers of service and the public' 
of all pertinent information about the na~ 
tional program, and to State governments, 
providers of service, and potential sponsors 
of health care corporations of information 
concerning the organization and responsi­
bilities of such corporations. 

REGULATIONS OF THE SECRETARY 

SEc. 212. (a) In addition to regulations 
specifically required or authorized by this 
title, the Secretary is authorized to prescribe 
such further regulations, not inconsistent 
with law, as he deems necessary to the effi­
cient administration of the title. Regula­
tions shall be Issued in accordance with the 
provisions of section 553 of title 5, United 
States Code. 

(b) In addition to authority otherwise 
conferred by this title, the Secretary is ·au­
thorized to prescribe by regulation-

( 1) standards for systems of accounting 
that can provide guidance to State Health 
Commissions in developing such systems 
adapted to individual State needs, such sys­
tems to determine the reasonableness of the 
budgets and charges of Health Care Cor­
porations and other providers of health care· 
and standards for a national system or sys: 
terns of reporting and b1lling; ' 

(2) the method or methods to be used 
and the elements to be considered, in deter~ 
mining, for the purposes of section 246, the 
financial requirements of Health Care cor­
porations and other providers, including-

(A) for such corporations and for institu­
tions-

(i) requirements for direct and indirect 
expenses for patient care services, including 
such services to indigents with respectto 
whom payment by or for the patient is 
waived in whole or in part by the corpora­
t~on or institution, but reduced by the 
amount of any grants (including income from 
endowments) earmarked by the donor or re­
served by the governing body of the .corpora­
tion or institution for payment for such 
services; 

(11) requirements to defray any deficit of 
approved education or training programs and 
of approved research programs; 

(ili) requirements for minor remodeling 
of fac111ties; 

(iv) requirements for current operating 
needs (working capital) or to meet contin­
gencies; 
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(v) requirements for allowable interest on 
funds borrowed; 

(vi) requirements to meet other operating 
expenses required to meet standards imposed 
under this Act, such as patient's education 
programs; 

(vtl) requirements of specific price level 
depreciation to establish and perpetuate a 
revolving fund to meet ongoing expenditures 
for the purchase of major moveable equip­
ment; 

(vitl) requirements of general price level 
depreciation on other plant and equipment 
fac111ties for the maintenance and preser­
vation of the corporation's or institution's 
assets; 

(ix) requirements for prospective accum­
ulation of funds or current payments for 
construction, replacements, major moderni­
zation, or expansion of plant, equipment, and 
services, for which a certificate of need has 
been granted, and debt amortization of these 
projects in those years when the expendi­
tures for those projects exceed the sum of 
depreciation payments under clauses (vtl) 
and (vitl), provided that the corporation or 
institution makes assurances to the State 
health commission that the total payments 
for these financial requirements over the life 
of the facUlties will not exceed their gen­
eral price level depreciation charges; 

(x) requirements for a return (including 
but at no less a rate than the interest on 
debt capital) on total assets employed in 
the provision of institutional health serv­
ices, with the Secretary determining annu­
ally a reasonable rate after consideration of 
rates of return on investments of compara­
ble risk, and with such rate of return be­
ing included as a factor in developing pros­
pective rates in the case of investor-owned 
institutions, er serving as a basis for devel­
oping amounts that will be included in de­
termining the prospective rate or amount for 
not-for-profit providers in order to give ap­
propriate recognition to the risk assumed un• 
der a prospective payment method; 

(xi) provisions to assure that grants, gifts, 
9.nd income from endowments and income 
earned on grants, gifts, and income from en­
dowments will not be deducted from oper­
ating costs when computing reimbursable 
cpsts, except that--

(!) if the grant, gift, or endowment in­
come was designated by the donor for pay­
ing or subsidizing specific operating costs, 
it may be deducted from the particular 
operating costs specified by the donor; and 

(II) if the grant, gift, or endowment in­
come was not restricted as to its use and is 
comingled with other funds, the income from 
the investment of the grant, gift, or en­
dowment income may be deducted from the 
interest expense when computing reimburs­
able costs, but only to the extent that in­
terest expense is not exceeded; and 

(xU) provisions to assure that grants, 
gifts, and income from endowments and in­
come earned on grants, gifts, and income 
from endowments will not be utilized for 
facilities or services which have not been 
granted a certificate of need as provided for 
in section 236(a) (7); and 

(B) for individual providers or groups of 
providers, all reasonable fees, salaries, or 
other compensation for needed professional 
and related services; 

(3) standards of quality and standards of 
safety for all facilities of, and all services 
furnished by, Health Care Corporations (in­
cluding facilities of, and services furnished 
by, affiliated providers or other providers 
acting under arrangements with such cor­
porations) and other providers; such stand­
ards to require, as a minimum, that hos­
pitals, sk11led nursing facil1ties, and home 
health agencies (including units of Health 
Care Corporations performing the functions 
of any such institutions) meet the appli­
cable statutory requirements, pertaining to 
quality and safety, contained in title XVIII 
of the Social Security Act, and that ether 

nursing homes meet such of the foregoing 
requirements as the Secreta:ry finds appro­
priate; 

( 4) standards relating to the use of allied 
health professionals as assistants to phy­
sicians and dentists, and relating to the 
qualifications of such personnel; 

( 5) standards for the determination of 
qualified carriers under section 132; 

(6) standards relating to confidentiality of 
information, including standards protecting 
the rights of patients to the confidentiality 
of information concerning their clinical 
and financial status, and permitting dis­
closure of such information only as specifi­
cally authorized by regulations of the -Sec­
retary and then only to the extent needed 
for purposes directly related to the admin­
istration of the program; 

(7) consistent with section 212(b) (2) and 
after consultation with providers of services 
and organizations of such providers, carriers, 
and other interested parties and organiza­
tions, standards for the development by State 
Health Commissions of prospective payment 
methods, including (A) review of the pro­
vider's budget and its proposed charges (in­
cluding review and examination of other 
data and such inspection as may be deemed 
appropriate); (B) negotiations between the 
provider and the appropriate carrier or 
carriers within the State acting on their own 
behalf and the Secretary's; (C) a system of 
target rates for groups of providers; (D) a 
formula approach based on factors such as 
cost for admission; and (E) other appropriate 
methods. 
NATIONAL HEALTH SERVICES ADVISORY COUNCIL 

SEc. 213. (a) There is hereby established a 
National Health Services Advisory Council 
(hereinafter in this section referred to as the 
"Council"), which shall consist of the Sec­
retary, who shall serve as Chairman of the 
Council, and twenty members, not otherwise 
in the employ of the United States, appointed 
by the Secretary, without regard to the pro­
visions of title 5, United States Code, govern­
ing appointments in the competitive service. 
The appointed members shall include persons 
who are representative of providers of health 
services, and of persons (who shall con­
stitute not less than one-half of the Council) 
who are representative of consumers of such 
services. Each appointed member shall hold 
office for a term of four years, except that (1) 
any member appointed to fill a vacancy oc­
curring during the term for which his 
predecessor was appointed shall be appointed 
for the remainder of that term, and (2) the 
terms of the members first taking office shall 
expire, as designated by the Secretary at the 
time of appointment, five at the end of the 
first year, five at the end of the second 
year, five at the end of the third year, and 
five at the end of the fourth year, after the 
date of the enactment of thls Act. Members 
of the Council who are representative of pro­
viders of health care shall be persons who are 
outstanding in fields related to medical, para­
medical, hospital, or other health activities, 
or who are representative of organizations or 
associations of professional health personnel; 
and members who are representative of con­
sumers of such care shall be persons, not 
engaged in and having no financi-al interest 
in the furnishing of health services, who are 
fam111ar with the needs of various segments 
of the population for personal health services­
and are experienced in dealing with problems 
associated with the furnishing of such 
services. 

(b) The Council is authorized to appoint 
such professional or technical committees, 
from its own members or from other persons 
or both, as may be useful in carrying out its 
functions. The Council, its members, and its 
committees shall be provided with such sec­
retarial, clerical, or other assistance as may 
be authorized by the Secretary for carrying 
out their respective functions. The Council 

shall meet as frequently as the Secretary 
deems necessary, but not less than four 
times each year. Upon request by seven or 
more members it shall be the duty of the 
Chairman to call a meeting of the Council. 

(c) It shall be the function of the Coun­
cil (1) to advise the Secretary on matters of 
general policy in the administration of this 
title and in the formulation of regulations 
(including prior review of and comment on 
such regulations, upon their issuance and 
upon any subsequent changes therein, before 
the puolication of such regulations or 
changes in the Federal Register), and (2) 
to study the operation of this title and the 
activities of State Health Commissions. 
Health Care Corporations, and other pro­
viders, with a view to recommending any 
changes in the administration of this title 
or in its provisions which may appear desir­
able. The Council shall make an annual_re­
port to the Secretary on the performance of 
its functions, and the Secretary shall trans­
mit the report to the Congress, together with 
a report by the Secretary on any adminis­
trative recommendations of the Council 
which have not been followed, and a report 
by the Secretary of his views with respect to 
any legislative recommendations of the 
Council. 

(d) Appointed members of the Council and 
members of technical or profes-sional com­
mittees, wh1le serving on business of the 
Council (inclusive of travel time), shall re­
ceive compensation at rates fixed by the 
Secretary but not exceeding the daily equiv­
alent of the rate specified at the time of such 
service for grade GB-18 of the General Sched­
ule; and while so serving away from their 
places of residence they shall be entitled to 
receive actual and necessary traveling ex­
penses, including per diem in lieu of sub­
sistence, as authorized by section 5703 (b) of 
title 5, United States Code, for persons in the 
government service employed intermittently. 
STUDIES OF DEIJVERY AND FINANCING OF HEALTH 

CARE 

SEc. 214. (a) The Secretary shall make a 
continuing study of the operation of this 
title, including the adequacy, quality, and 
util1zation of services furnished by Health 
Care Corporations and other providers, the 
effectiveness of peer review and cost controls, 
the effectiveness of supervision of such cor­
porations by State Health Commissions, the 
financing of services through insurance and 
otherwise, antl all other aspects of the system 
of health care created pursuant to this title. 
The Secretary is authorized, also, to make 
studies and conduct research in regard to 
alternative methods of furnishing and fi­
nancing health care (including methods fol­
lowed in other countries), and of methods of 
enhancing, through financial incentives or 
otherwise, the quality of care and the eco­
nomy and efficiency of its delivery 

(b) The Secretary may carry out his func­
tions under this section directly or through 
contracts, and he is authorized to make 
grants to public or other nonprofit agencies 
or institutions for studies and research which 
he dee~ likely to further the purposes of 
this section. 

(c) The Secretary shall from time to time 
publish the results of studies and research 
conducted pursuant to this section. 

UTILIZATION OF STATE AGENCIES 

SEc. 215. (a) The Secretary may, and to 
the optimum extent determined by him to 
.promote efficient administration of this title 
shall, make arrangements with State Health 
Commissions (in accordance with section 234 
(b) (9)) whereby the commission involved 
(directly or through arrangements approved 
by the Secretary with another State agency 
or agencies) will-

(1) subject to the applicable provisions of 
part C of title I, contract, as agent and in the 
name of the Department of Health, with 
carriers approved by the Secretary, as pro-
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vided in paragraphs (1) (B) and (C) of sec­
tion217(b); and 

(2) from time to time perform such other 
functions for or on behalf of the Sec1'etary, 
other than the issuance of Federal regula­
tions and stand•ards, under this ti tie as the 
Secretary may deem appropriate. 

(b) The Secretary shall, in accordance with 
section 220, pay the State Health Commis­
sion the cost of the proper and efficient ad­
ministration of their functions under ar­
rangements made with them pursuant to 
subsection (a) . 

FEDERAL FINANCING RESPONSIBILITIES FOR 
HEALTH SERVICES 

SEc. 216. (a) Notwithstanding any provi­
sion to the contrary in title XVIII of the 
Social Security Act or in any other law, ef­
fective . with respect to items and services 
furmshed (and periods occurring) on or 
after the first transitional effective as speci­
fied in section 301 (b) and before the effec­
tive date for full operation of the program 
under this Act as specified in section 302-

(1) every individual who 1s entitled to hos­
pital insurance benefits under p•art A of title 
XVIII of the Social Security Act shall be 
automatically enrolled in the supplementary 
medical insurance program established by 
part B of such title (with such coverage pe­
riod, and subject to such other terms and 
conditions, as may be prescribed by the Sec­
retary in regulations); 

(2) every resident of the United States 
who is a low-income person or a member of 
a low-income family (as thooe terms are de­
fined in section 103 (a) (1) of this Act), and 
who is not otherWise entitled to hospital in­
surance benefits under part A of title XVIII 
of the Soci•al Security Act or enrolled in the 
supplementary medical insurance program 
established by part B of such title, shall, un­
der regulations prescribed by the Secretary 
(but Without regard to age, insured status, or 
any other eligibility requirements, or any 
coinsurance, copayment, or deductible re­
quirements, which might otherwise apply), 
be provided by the Secretary, from the Fed­
eral Hospital Insurance Trust Fund and the 
Federal Supplementary Medical Insurance 
Trust Fund (as may be appropriate) , with 
benefits under this Act equivalent to the 
hospital insurance benefits available under 
part A of title XVIII of the Social Security 
Act and the supplementary medical insur­
ance benefits under part B of such title; and 

(3) no premium or similar amount shall be 
payable by any individual for or on account 
of his enrollment in or coverage under the 
insurance program established by part B of 
such title XVIII, or for or on account of the 
provision to him of benefits under para­
graph (2) of this subsection. 
There are authorized to be appropriated from 
time to time to the Federal Hospital In­
surance Trust Fund and the Federal Supple­
mentary Medical Insurance Trust Fund (as 
may be appropriate) sums equal to (A) the 
cost of the additional benefits paid from such 
funds by reason of paragraph (2), and (B) 
the total premiums which, but for paragraph 
(3), would be payable by all individuals for 
or on account of enrollment in or coverage 
under the insurance program established by 
part B of such title XVIII or the benefits 
provided to them under paragraph (2). 

(b) Effective with respect to items and 
services furnished (and periods occurring) on 
or after the second transitional effective date 
as specified in section 301 (c) and before the 
effective date for full operation of the pro­
gram under this Act as specified in section 
302-

( 1) every individual described in paragraph 
(1) or (2) of subsection (a) shall be pro­
vided by the Secretary (in addition to the 
benefits provided such individual under sub­
section (a)) with Catastrophic Expense Ben­
efits coverage under and in accordance with 
section 125 of this Act; 

(2) every resident of the United States 

who is a medically indigent person or a mem­
ber of a medically indigent family (as such 
terms are defined in section 103(a) (2) of 
this Act), and who is not otherwise entitled 
to hospital insurance benefits under part 
A of title XVIII of the Social Security Act or 
enrolled in the supplementary medical in­
surance program established by part B of 
such title, shall, under regulations prescribed 
by the Secretary (but without regard to age, 
insured status, or any other eligibility re­
quirements which might otherwise apply), 
be provided by the Secretary, from the Fed­
eral Hospital Insurance Trust Fund and the 
Federal Supplementary Medical Insurance 
Trust Fund (as may be appropriate), With 
benefits under this Act equivalent to the 
hoopital insurance benefits avallable under 
part A of title XVIII of the Social Security 
Act and the supplementary medical insur­
ance benefits available under part B of such 
title, and in addition shall be provided with 
Catastrophic Expense Benefits coverage un­
der and in accordance with section 125 of this 
Act at premium rates determined under sec­
tion 106; and 

(3} any other individual who registers with 
a Health Care Corporation shall be entitled 
to the 10-percent premium subsidy under 
section 102 (c) . 
There are authorized to be appropriated 
from time to time to the Federal Hospital 
Insurance Trust Fund and the Federal Sup­
plementary Medical Insurance Trust Fund 
(as may be appropriate) sums equal to the 
additional costs incurred by such Funds by 
reason of benefits under this subsection. 

(c) There are authorized to be appro­
priated for each fiscal year beginning on or 
after the effective date specified in section 
302, for the purpose of financing the program 
set forth in title I of this Act, an amount 
sufficient to pay (on the basis of estimates 
for such fiscal year)-

( 1) the cost of providing prepaid cover­
age for Comprehensive Health Care Bene­
fl. ts to persons who are under the age of 
65 and are low-income persons or members 
of low-income families; 

(2) the net cost, after deducting the con­
tribution to be required of them, of provid­
ing such coverage to persons who are under 
the age of 65 and are medically indigent per­
sons or members of medically indigent fam-
111es; 

(3) (i) the added cost, resulting from their 
low incomes or their medical indigence, of 
providing such coverage to persons who have 
attained the age of 65 years and who either 
are low-income persons or members of low­
income fam1lies or are medically indigent 
persons or members of medically indigent 
families, and ( 1i) the added cost of Compre­
hensive Health Care Benefits available to 
those eligible for benefits under part A of ti­
tle XV .!II of the Social Security Act; 

(4) the cost of providing the 10-percent 
premium subsidy under section 102(c) for 
all individuals who register with Health Care 
Corporations and purchase Comprehensive 
Health Care Benefits privately (or for whom 
such benefits are purchased by private 
sources); 

( 5) the cost of providing the subsidy un­
der section 232 (c) ( 1) of the Social Security 
Act for employers whose costs under the 
program exceed those specified in such sec­
tion; 

1(6) the cost of health benefits · provided 
for individuals receiving unemployment 
compensation benefits, and for members of 
their families, as described in section 906 
of the Social Security Act; 

(7) the cost of establishing or maintain­
ing a reserve equal to 5 percent of the fore­
going costs; and 

(8) the cost of administration incurred by 
the Secretary in providing these coverages. 

(d) For each fiscal year the Secretary 
shall estimate the costs referred to in sub­
sections (a), (b), and (c) by projections 

based upon the costs in the second preced­
ing fiscal year, or (in the case of the first 
two fiscal years involved) upon the Secre· 
tary's estimate of the costs that would have 
been incurred in such second preceding 
fiscal year if this title had been in effect. 
Each projection shall take account of the 
then current rate of change in the cost of 
health services, expected changes in the low­
income population and the medically indi­
gent population, trends in the utilization 
of health services, and other factors which 
the Secretary finds relevant; and, in project­
ing aggregate contributions to be made by 
medically indigent persons and families, 
shall take account of the then current rate 
of change in the Consumer Price Index. 

CONTRACTING AUTHORITY OF THE SECRETARY 

SEC. 217. (a) (1) The Secretary shall, 
through contracts with carriers, provide the 
prepaid coverage for the benefits to which 
aged, low-income, and certain other in­
dividuals and their families are entitled un­
der section 102. 

(2) In addition to the qualifying require­
ments for carriers specifically set forth in 
this title, the Secretary may establish fur­
ther qualifying standards for carriers (or 
classes thereof). 

(b) (1) The Secretary may negotiate and 
enter into (A) contracts with a carrier or 
carriers to administer Comprehensive Health 
Care Benefits for all individuals entitled to 
benefits under section 102; (B) contracts 
with qualified carriers which have under­
written a prepayment plan for a Health Care 
Corporation operating wholly or primarily on 
a predetermined capitation charge basis; 
and (C) direct contracts With Health Care 
Corporations under section 135 if the corpo­
rations operate on a predetermined capita­
tion charge basis and as such qualify as 
carriers. 

(2) The Secretary may authorize State 
Health Commissions to act as his agent in 
contracting with carriers as described in 
paragraph ( 1) . 

(3) Contracts under this part are exempt­
ed from any provision of law requiring com­
petitive bidding and from such other re­
quirements of law as the Secretary may 
waive. The Secretary is required, however, 
to notify all potentially qualified carriers 
a description of the contract requirements 
he desires and the requirements and pro­
visions of this title and regulations, and to 
invite these carriers to submit proposals. 
Among the factors which the Secretary is re­
quired under this title to consider in nego­
tiating and approving contracts shall be the 
carriers' experience with group health in­
surance or prepayment plan coverage. The 
Secretary may require the contracting car­
rier to subcontract with other carriers, and 
he shall enter into a contract with a com­
bination of carriers only if this does not re­
sult in higher administrative costs and only 
if it best serves the purposes of this title. 
T.he term "combination of carriers" or "com­
bination", as used in this section, means 
(i) a group of qualified carriers that have 
entered into a joint venture or other co­
operative arrangement for the purpose of 
administering coverage under a contract 
under this part, or (11) a corporation (which 
itself is a qualified carrier) designated or 
caused to be created by a group of qualified 
carriers for the purpose stated in clause (i); 
and any further reference in this part to a 
"carrier" shall be deemed to include refer­
ence to such a combination. 

FEDERAL RESPONSIBILITY FOR DEVELOPMENTAL 
GRANTS 

SEc. 218. (a) It is one o! the purposes of 
this part to establish the responsib111ty of 
the Secretary to encourage, promote, and as­
sist the establishment, as soon as practicable, 
of the comprehensive health care delivery 
system contemplated by this title, by pro­
viding financial and technical assistance for 
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the early planning, development, establish­
ment, and initial operation of Health Care 
Corporations, including incentives for use of 
the capitation payment method for health 
care, for the development and improvement 
of outpatient care centers, particularly in 
poverty and rural areas, and for the develop­
ment of home health care agencies. 

(b) There are authorized by the Secr·etary 
to be appropriated for each fiscal year, for 
carrying out the purpose stated in subsec­
tion (a), such sums as may be necessary. 
Sums so appropriated for grants or con­
tracts for any fiscal year shall remain avail­
able for obligation until the close of the suc­
ceeding fiscal year. 

AUTHORIZATION OF DEVELOPMENTAL FINANCIAL 

ASSISTANCE 

SEc. 219. (a) For the purpose stated in sec­
tion 218, the Secretary is authorized, in 
accordance with the provisions of this part, 
tomake-

(1) grants for planning, organizing, de­
veloping, and establishing Health Care Cor­
porations (or for any one or more of such 
activities), including affiliation or other ar­
rangements (if any) of such a corporation 
with providers of health care, in conformity 
with part D of this title; 

(2) contracts, in connection with the 
establishment or substantial expansion of 
Health Care Corporations, to pay for a rea­
sonable period all or part of any operating 
deficits of such corporations; 

(3) grants to Health Care Corporations, 
or to public or nonprofit providers affiliated 
therewith, for the initial operation of (A) 
new outpatient care centers, (B) new or 
expanded services in (or based in) outpatient 
care centers, or (C) new or expanded home 
health care agencies; and 

(4) grants for major health-maintenance, 
diagnostic, or therapeutic equipment, data 
processing systems or equipment, or central­
service equipment, needed for initial operat­
ing capability of Health Care Corporations. 

(b) (1) In making grants and contracts 
under this part, the Secretary (A) shall take 
into account existing health care resources 
and health care delivery systems in the sev­
eral States, the relative need of the States 
and areas within the States for such assist­
ance, and their populations, and (B) shall 
have due regard to the achievemeht, consist­
ently with the purposes of this title and this 
part, of an equitable distribution of such 
assistance. 

(2) Not more than 15 percent of the ap­
propriations made for grants or contracts 
under this part may be expended in any one 
State. 

(3) In making grants and awarding con­
tracts during the first five fiscal years for 
which funds have been appropriated under 
this part, the Secretary shall give priority 
to the applications of corporations that (A) 
operate primarily on the basis of predeter­
mined capitation charges, or (B) are in the 
process of converting to primarily that basis, 
or (C) agree to operate on or convert to 
primarily that basis if awarded such a grant 
or contract. After that period, the Secretary 
may award such grants and contracts only 
to such corporations. 

(4) (A) A grant or contract shall not be 
made or awarded under the preceding pro­
visions of this part when there is in effect, 
for the State that includes the area involved 
in the application for such assistance, a State 
plan approved under part C, unless the State 
Health Cominission has recommended ap­
proval of the application and has certified-

(1) in the case of an application for a 
grant under subsection (a) (1) of this section, 
that there is need for a Health Care Corpora­
tion in the area involved (or of an additional 
Health Care Corporation if one approved 
under part C has already been assigned to 
the area); 

(2) in the case of an application for a con­
tract under subsection (a) (2) of this section 

or section 221, that the applicant (A) is a 
Health Care Corporation in conformity with 
section 241 (a), and (B) has been approved, 
or upon the Secretary's approval of the ap­
plication for the contract will be approved, 
by the Commission under part D; or 

(3) in the case of an application for a 
grant under subsection (a) (3) or (a) (4), 
that (A) the Health Care Corporation which 
is the applicant or involved in the applica­
tion is in conformity with section 241 (a) 
and has been, or upon approval of the grant 
application by the Secretary will be, approved 
by the Commission under part C; and (B) 
the outpatient care center or services there­
of, the home health care agency, or the 
equipment or system, for which the grant is 
sought, is needed for the effective discharge 
of the corporation's functions under the 
State plan. 

(c) (1) In the case of a State for which 
there is not yet in effect a State plan ap­
proved by the Secretary under part C but in 
which a State Health Commission and a 
State Advisory Council have been established 
in conformity with that part, the Secretary 
shall not make a grant or contract under 
the foregoing sections of this part unless the 
Commission, the State planning agency (if 
any) designated or established for the State 
as required under section 314(a) (2) (A) of 
the Public Health Service Act (if it is a sep­
arate agency from the commission) , and the 
appropriate areawide health planning agen~ 
cy (if it is different from the State planning 
agency) have had an opportunity (in ac­
cordance with regulations of the Secretary) 
to review and comment on the application 
for the grant or contract. 

GRANTS FOR STATE PLANS 

SEc. 220. (a) In order to facilitate and 
expedite the submission of State plans to the 
Secretary pursuant to section 234, the Sec­
retary is authorized to make grants to State 
Health Commissions for all or part of the 
necessary cost of developing and preparing 
such plans, including (but not limited to) 
the expenses of their State advisory councils 
consulted in connection therewith, the cost 
of disseminating to the public and to others 
information concerning a proposed plan, and 
the cost of public hearings thereon. 

(b) There are authorized to be appropri­
ated for grants under this section such sums 
as may be necessary for each fiscal year in 
the period beginning with the fiscal year in 
which this Act is enacted and ending with 
the close of the third full fiscal year after 
this Act is enacted. 

(c) (1) From the sums appropriated there­
for, the Secretary shall pay to each State 
which has a plan approved under this title 
an amount equal to the Federal percentage 
of the sums expended for the proper and 
efficient administration of the State plan. 
Such payments and payments under grants 
pursuant to this section may be made in in­
stallments (not less often than quarterly) 
and may be made in advance (on the basis 
of estimates) or by way of reimbursement, 
with necessary adjustments on account of 
prior overpayments or underpayments. 

(2) The Federal percentage, for the pur­
pose of paragraph (1), shall be 90 percent 
with respect to sums expended by a State 
during fiscal years ending prior to the effec­
tive date of the benefit program under this 
Act (as set forth in sections 101 and 102), 85 
percent with respect to suinS so expended 
during the next two fiscal years, and 75 
percent with respect to sums expended there­
after; except that with respect to sums ex­
pended by the State for proper and efficient 
administration pursuant to provisions of the 
State plan contained therein in compliance 
with section 234(b) (10) the Federal percent­
age shall always be 100 percent. 
FINANCIAL ASSISTANCE UNDER OTHER PROGRAMS 

SEc. 221. (a.) (1) In administering other 
programs of financial assistance in the field 
of health care (including construction of 
faclllties foJ• health care) the Secretary and, 

on recommendation of the Secretary, other 
Federal agencies shall to the optimum extent 
utilize those programs to promote the pur­
poses of this Act. 

(2) Notwithstanding any other provision 
of law, the Secretary may, and such other 
agencies when requested by the Secretary 
shall, in the administration of such other 
programs, give (or require agencies and or­
ganizations assisted to give) highest priori.ty 
to the needs of Health Dare Corporations, 
particularly in areas determined by the Sec­
retary to be urban or rural poverty areas. 

(b) ( 1) The Secre.tary shall prepare and 
widely disseminate, through publications and 
otherwise, information concerning the avail­
ability of assistance under this part. 

(2) The Secretary may upon request pro­
vide advice, counsel, and technical assistance 
to Health Care Corporations and other in­
terested organizations and agencies in pre­
paring applications, and in meeting the re­
quirements of this part and of the Secretary, 
for grants and contracts authorized by this 
part. 

PENALTIES FOR FRAUD 

SEc. 222. (a) Any individual, provider of 
health care, carrier, or other person who-

( 1) knowingly and willfully makes or 
causes to be made any false statement or 
representation of a material fact in any ap­
plication for any benefit, or any grant or 
other payment, under this Act, 

(2) at any time knowingly and willfully 
makes or causes to be made any false state­
ment or representation of a material fact for 
use in determining rights to any such bene­
fit or payment, 

(3) having knowledge of the occurrence of 
any event affecting (A) his or its initial or 
continued right to any such benefit or pay.­
ment, or (B) the initial or continued right 
to any such benefit or payment of any other 
person in whose behalf he or it has applied 
for or is receiving such benefit or payment, 
conceals or fails to disclose such event with 
an intent fraudulently to secure such benefit 
or payment either in a greater amount or 
quantity than is due or when no such benefit 
or payment is authorized, or 

(4) having made application to receive any 
such benefit or payment for a particular use 
or purpose and having received it, knowingly 
and willfully converts such benefit or pay­
ment or any part thereof to any other use 
or purpose, 
shall be guilty of a misdemeanor and upon 
conviction thereof shall be fined not more 
than $10,000 or imprisoned for not more 
than one year, or both. 

(b) Any provider of health care or other 
person who furnishes items or services to an 
individual for which payment is or may be 
made under this Act and who solicits, offers, 
or receives any-

( 1) kickback or bribe in connection with 
the furnishing of such items or services or 
the making or receipt of such payment, or 

(2) rebate of any fee or charge for refer­
ring any such individual to another person 
for the furnishing of such iteinS or services, 
shall be guilty of a misdemeanor and upon 
conviction thereof shall be fined not more 
than $10,000 or imprisoned for not more than 
one year, or both. 

(c) Whoever knowingly and willfully 
makes or causes to be made, or induces or 
seeks to induce the making of, any false 
statement or representation of a material 
fact with respect to the conditions or oper­
ation of any organization, institution, or 
facility in order that it may qualify as a car­
rier or a provider of health care for purposes 
of this Act shall be guilty of 9, misdemeanor 
and upon conviction thereof shall be fined 
not more than $2,000 or imprisoned for not 
more than 6 months, or both. 

PART C-STATE FuNCTIONS 

GENERAL CONDITIONS OF STATE PARTICIPATION 

SEc. 231. (a.) States will be in compliance 
with this Act if, and only if, in conformity 
with the requirements of this part, (1) the 
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State (A) has accepted the provisions of this 
Act and created, as a newly constituted and 
independent establishment within the ex­
ecutive branch of the State government, a 
State agency for carrying out the responsibil­
ities devolving upon the State under this 
Act headed by a multimember governing 
body hereinafter in this title referred to as 
the "State Health Commission" (or as the 
"State commission" or the "commission"), 
and (B) has vested in such agency the ex­
clusive authority on behalf of the State to 
establish and maintain appropriate stand­
ards and requirements for all hospitals, nurs­
ing facilities, and other institutional health 
care facilities in the State and to provide for 
the licensing of such facilltles; (2) there has 
been established in that agency a State Ad­
visory Council; and (3) there is in effect an 
approval, by the Secretary, of a State plan 
submitted by the State Health Commission 
under section 234 for carrying out the State's 
responsibilities under this title. 

(b) For Federal exercise of State functions 
in cases of noncompliance by States, see 
section 238. 

STATE HEALTH COMMISSIONS 

SEc. 232. (a) The State Health Commis­
sion of a State shall be composed of three 
or five members (whichever number may be 
authorized under the law of its creation) 
appointed by the Governor of the State for 
staggered terms, which shall be renewable. 
;Each term shall be for six years, except as 
necessary in the case of initial appointments 
to meet the requirement of staggered terms, 
and except in the case of a member 
appointed to fill a vacancy occurring before 
the expiration of the term of his predeces­
sor. Not more than two members of a three­
member commission, nor three members of 
a five-member commission, ~:>hall be mem­
bers of the same political party. The Gov­
ernor shall designate one of the member-s 
of the commission to serve as chairman. 

(b) (1) It is the sense of the Congress that 
the members of a State Health Commission 
should be chosen, not primarily from the 
standpoint of specialized experience in the 
subject-matter fields within the commis­
sion's jurisdiction, but rather with a view 
to their ability to bring to the affairs of the 
commission broad gaged, highly qualified, 
effective, and disinterested policy direction. 
Persons representative of the health care 
providers shall not constitute a majority of 
the membership of the commission. 

(2) During his term of membership, no 
member of the commission shall engage in 
any other business, vocation, or employ­
ment. 

(3) The chairman and other members of 
the commission shall receive salaries at levels 
comparable to the compensation of the head 
of a principal executive department of the 
State. 

(4) No member of the commission shall 
during his term of office be subject to re­
moval except for dereliction of duty, cor­
ruption, incompetency, or conviction of a 
crime involving moral turpitude, or for a 
cause stated in paragraph (5) of this sub­
section. 

( 5) Any individual, while in the employ 
of or holding any official or contractual rela­
tion to or affiliation with a Health Care 
Corporation or any other corporation or pro­
vider of health care under the regulatory 
jurisdiction of the State commission, while 
in any manner pecuniarily interested in any 
such corpoartion or provider, shall be dis­
qualified from being a member, officer, or 
employee of the commission; except that if 
such disqualification by reason of pecuniary 
interest arises otherwise than voluntarily 
while such individual is such a member, 
officer, or employee, the Individual may be 
permitted to remain in office or employment 
if within a reasonable time he divests him­
self of that pecuniary interest. The preced­
ing sentence shall not apply to membership 

on the State Advisory Council by an indi­
vidual who discloses his interest in or rela­
tion to a corporation or provider, nor shall 
it apply to any individual solely because 
he is a registrant of a Health Care Corpora­
tion or a beneficiary member of or subscriber 
to another provider of health care. 

STATE ADVISORY COUNCILS 

SEc. 233. The Advisory Council to the 
State Health Commission of a State, which 
shall consult with the commission in the de­
velopment and carrying out of the State 
plan, shall be appointed by the Governor of 
the State and consist of (1) persons broadly 
representative of health care providers (in­
cluding health organizations) in the State 
(including but not limited to persons rep­
resentative of Health Care Corporations 
when organized and approved, hospitals 
and other health care institutions, 
other nongovernmental and public organiza­
tions, societies and groups of health profes­
sionals, and schools and institutions partic­
ularly concerned with education or training 
of persons in the health professions and 
ancillary occupations), and (2) not less than 
an equal number of persons who are repre­
sentative of consumers of health care and 
(A) neither are providers nor have a pecuni­
ary interest in the provision of such care, 
(B) are fam1liar with the needs of the var­
ious segments of the State's population for 
such care, and (C) are experienced in dealing 
with problems associated with the provision 
of such care. 

STATE HEALTH CARE PLANS 

SEc. 234. (a) In order to be approvable 
under this part of any year the State plan of 
any State must--

(1) meet the requirements of subsec­
tion (b); 

(2) have ·been submitted to the Secretary 
by the State Health Commission (con­
stituted and operating in conformity with 
the preceding sections of this part) at such 
time and presented in such detail, and con­
tain or be accompanied by such information, 
as the Secretary deems necessary; 

(3) have been prepared in consultation 
with the State Advisory Council; and 

(4) have been submitted to the Secretary 
only after the commission has afforded to the 
general public of the State a reasonable op­
portunity for presentation of views on the 
plan in the case of submission of the plan 
for initial approval or for annual renewal of 
approval after major revision of the plan. 

(b) The State plan must--
(1) designate the State Health Commis­

sion of the submitting State as the sole 
agency for the administration of the plan, 
except as otherwise authorized by this part; 

(2) contain or be supported by satisfactory 
evidence that the commission has the au­
thority to carry out the plan in accordance 
with this part; 

(3) provide for adequate consultation with 
the State Advisory CouncU in carrying out 
the plan; 

( 4) set forth, in such detail as the Secre­
tary may prescribe, the qualifications for per­
sonnel having responsibil1ties in the admin­
istration of the plan; 

( 5) provide for such methods of adminis­
tration as are found by the Secretary to be 
necessary for the proper and efficient admin­
istration of the plan, including (A) methods 
relating to the establishment and mainte­
nance of personnel standards on a merit basis 
consistent with such standards as are or may 
be established by the Civil Service Commis­
sion under section 208(a) of the Intergovern­
mental Personnf:l Act of 1970 (Public Law 91-
648), and (B) provision for utilization of 
qualified professional medical personnel 
(particularly in connection with the develop­
ment or administration of standards of qual­
ity and utilization of health care) and of 
allied health professionals and other quail­
fled professional staff; but the Secretary shall 

exercise no authority with respect to the 
selection, tenure of office, and compensation 
of any individual employed in accordance 
with the methods relating to personnel 
standards on a merit basis established and 
maintained in conformity with this para­
graph; 

(6) (A) provide for the designation of 
preferred service areas by applicant Health 
Care Corporations in accordance with the 
requirements of section 245 and for approval 
in each such area of one or more Health 
Care Corporations in accordance with section 
235; 

(B) include, with respect to existing and 
proposed Health Care Corporations, their 
affiliated providers of health care, and other 
such providers, (i) provisions incorporating 
the requirements of part D of this title, and 
(ii) the provisions required by section 236; 

(C) provide, in accordance with sections 
235 and 236, for cooperation with other 
States in the admlnistration of the plan, and 
in particular authorize cooperative arrange­
ments with adjoining States with respect to 
(i) joint service areas and (11) establishment, 
admission, and approval of Health Care Cor­
porations for service in such joint areas or 
for serving separate areas in the cooperating 
States; and 

(D) include a program for completing (i) 
the initial approval of Health Care Corpo­
rations for service in designated areas (in­
cluding, if necessary to carry out the pur­
pose stated in section 2(c) (2), the creation 
of governmenta-l Health Care Corporations), 
and (11) the initial registration of eligible 
individuals with such approved corporations, 
not later than the close of the fourth fiscal 
year that begins after the calen1ar year in 
which this Act is enacted; 

(7) (A) include such provisions for effective 
arrangements or procedures as will assure an 
opportunity to obtain group coverage for 
Comprehensive Health Care Benefits at rea­
sonable rates, for themselves or their em­
ployees, to all residents of the State who are 
not entitled to coverage of such benefits pur­
chased by the Secretary, and provide for the 
effective enforcement of these arrangements 
and procedures by the commission (subject 
to review by the Secretary with respect to 
enforcement of Federal regulations); 

(B) provide for regulating the premium 
rates of carriers issuing group health benefit 
prepayment plans or insurance contracts for 
residents of the State (except under con­
tracts negotiated and made directly by the 
Secretary), except that the plan may-

(i) vest in the State agency primarily 
charged by State law with regulating the 
business of insurance in the State, or 

(11) authorize the commission to delegate 
to that or another appropriate State agency, 
the function of regulating the premium rates 
for such prepayment plans or insurance con­
tracts charged by carriers (other than Health 
Care Corporations acting as carriers for 
their own registrants); 

(C) provide, consistently with regulations 
and standards of the Secretary relating to 
Comprehensive Health Care Benefits cover­
age, for the regulation and supervision of 
such carriers and such plans and contracts 
by the commission, including in the case of 
group coverage for Comprehensive Health 
Care Benefits the establishment, by the com­
mission, of required standard provisions 
whereby, in the event of interruption or 
termination (by death or otherwise) of a 
covered individual's status as a member of 
the employee or other group that the plan 
or contr&ct covers, the individual (or covered 
men'lbers of his family in case of his death) 
will have the privilege of continuing cover­
age under the plan or contract for a specified 
period (not less than 30 days) that the com­
mission deems reasonable; and 

(D) provide (subject to any regulation by 
the Secretary or interpretations thereunder 
with respect to contracts with carriers or 
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otherwise with respect to coverage for Com­
prehensive Health Care Benefits)-

(!) for granting an opportunity for a fair 
hearing, before the commission, to any ap­
proved Health Care Corporation or non­
aftlliated provider whose claim against a 
carrier for payment of charges for services 
or items furnished to a registrant of the 
corporation or a nonregistrant covered by 
the carrier for Comprehensive Health C811'e 
Benefits, or for payment of capitation 
charges with respect to a thus covered regis­
trant in the case of a Health Care Corpora­
tion or other comprehensive health care de­
livery organization operating on a capitation 
charge basis, has been denied by the carrier 
in whole or in part, and 

(11) for adjudicatmg the claim; 
(8) provide effective methods and proce­

dures for (A) optimum utilization or adap­
tation, in the administration of the plan 
submitted under this section, of (i) such 
plans as have been or will be developed for 
the State pursuant to subsection (a) of sec­
tion 314 of the Public Health Service Act, (11) 
the State plan approved under subsection 
(d) of that section, (111) any comprehensive 
plans developed under subsection (b) of that 
section for regions, metropolitan areas, or 
other local areas wholly or partly within the 
State, and (iv) relevant plans developed 
under any other programs, and (B) coordi­
natiou (or at the State's option, consolidation 
in the case of planning at State level) of 
planning under the plan submitted under 
this section with ongoing or projected plan­
ning activities under those subsections or 
programs; 

(9) provide that, if and to the extent re­
quested by the Secretary, the commission 
(directly or through appropriate arrange­
ments, approved by the Secretary, with an­
other appropriate State agency or agencies) 
will perform, for or on behalf of the Secre­
tary, any or all of the following functions: 

(A) as authorized by section 215, contract, 
as agent of the Secretary, with qualified 
carriers for Comprehensive Health Care 
Benefits coverage in the State required under 
this Act to be financed by Federal purchase 
of such coverage from a carrier; 

(B) act as fiscal agent of the Secretary in 
transactions with carriers (or classes thereof) 
in the State, including (if and to the extent 
that the Secretary assumes this function) 
the collection or receipt, and transmittal to 
carriers, of premium contributions by bene­
ficiaries of federally purchased Comprehen­
sive Health Care Benefits coverage (or by 
others on their behalf) when such contri­
butions are required by or pursuant to this 
Act; 

(C) furnish to the Secretary such timely 
information and prospective estimates as the 
Secretary may find necessary for developing 
its estimates of costs and required Govern­
ment contributions under section 216; 

(D) review, and make recommendations 
with respect to, applications to the Secretary 
for grants under appropriate sections of part 
B of this title, and, when requested, review 
and make recommendations with respect to 
applications to the Secretary for grants or 
contracts under other provisions of law ad­
ministered by the Secretary, act as agent for 
the Secretary in investigating and certifying 
compliance with the terms and conditions of 
such grants or contracts, and make payments 
from Federal funds thereunder; and 

(E) perform such other functions for or 
on behalf of the Secretary as he may reason­
ably request; 

(10) develop and implement, after ap­
propriate consultation with health care pro­
viders and consistent with the regulations 
of the Secretary, a system or systems of 
uniform accounting, reporting, and billing 
to be utillzed by providers, carriers, and the 
commission within the State; 

(11) (A) consistent with section 212(b) 
(6), in cooperation with the Secretary, and 
in accordance with such methods as may be 

recommended for the design and implemen­
tation of a nationwide cooperative system 
for producing comparable and uniform 
health-related information and statistics, 
function as a center, for the State, for the 
collection (from Health Care Corporations 
and other providers, health benefit prepay­
ment plans and private health insurance 
companies, and other sources) , retrieval, 
analysis, reporting, and publication of sta­
tistical and other information related to 
health and health care, including data on 
the fiscal operations of such corporations, 
plans, and companies and including data 
of the kinds enumerated in section 305 of 
the Public Health Service Act, and (B) re­
quire such corporations and providers, and 
such plans and companies doing business 
in the State, to make statistical and other 
reports of such information and data to the 
commission; 

(12) consistent with section 212(b)(6), 
provide safeguards that restrict to purposes 
directly connected with the administration 
of the plan the use or disclosure of iden­
tifying information concerning (A) indlvid­
uals with respect to whom information is 
obtained in carrying out the State plan pro­
visions required by paragraph (11), or (B) 
individuals who are registrants or applicants 
for registration under this Act or who claim 
eligibility for Comprehensive Health Care 
Benefits coverage by a carrier; 

(13) provide, in accordance with meth­
ods and procedures prescribed or approved 
by the Secretary, for the evaluation, at least 
annually, of the health-related and eco­
nomic effectiveness of the activities of the 
commission and of Health Care Corpora­
tions (including their affiliated providers) 
and other providers under the commission's 
regulatory authority, including a review 
and comparative evaluation of data on utill­
zation of health care services (including 
drugs) provided by Health Care Corpora­
tions and other providers; 

(14) provide that the commission will 
make such annual and other reports (in­
cluding reports of evaluations made pursu­
ant to the provisions contained tn the plan 
in accordance with the preceding para­
graph) as the Secretary may from time to 
time reasonably require, and comply with 
such provisions as the Secretary may find 
necessary to assure the correctness and veri­
fication of such reports; and 

(15) provide that the commission will 
from time to ttme, and in any event not 
less often than annually, review the plan 
and submit to the Secretary any modifica­
tion thereof which it considers necessary. 

(c) The Secretary shall approve any State 
plan and any modification thereof which 
complies with subsections (a) and (b); ex­
cept that he shall not grant such approval if 
the plan or modification or other State law 
(statutory or otherwise) or the practice of 
a State lif.censure or regulatory authority 
under color of law-

(1) prevents or limits Health Care Cor­
porations (approved by the commission un­
der the plan) or other health care institu­
tions from undertaking to provide covered 
health care to registrants (and to others at 
its election) or patients (A) through direct 
employment of medical or other licensed 
health care practitioners by the corporation 
or other nonprofit providers, or (B) through 
prepaid group practice (as defined by regu­
lations of the Secretary) or other arrange­
ments by the corporation or other providers 
with such practitioners or groups thereof 
(whether such arrangements be on a capita­
tion, fee-for-service, or other basis); or 

(2) deprives any Health Care Corpora­
tion of its right to designate its preferred 
service area and of its right of appeal for 
change in such service areas, in accordance 
with the provisions of this Act; or 

(3) disqualifies from service on the gov­
erning board of a Health Care Corporation 

or institutional provider thereof a physician 
who is on the staff of the Health Care Cor­
poration or such provider or is an affiliated 
provider of the Health Care Corporation; 
or 

( 4) prevents or limits such practitioners 
from employing or arranging with appro­
priately trained assistants under their su­
pervision to perform, consistently with 
standards of the Secretary prescribed under 
section 212(b) (4), health care functions 
commensurate with their qualifications and 
training; or 

(5) prevents or limits carriers from of­
fering coverage of health care provided in 
accordance with paragraph (1), (2), (3). 
or (4), 
unless the Secretary determines, in accord­
ance with regulations issued by him, that 
the prohibition or restriction is consistent 
with the purposes of this title. 

(d) (1) An approval of a State plan sub· 
mitted to the Secretary under this part shall. 
unless renewed, or unless sooner withdrawn 
or suspended under this part, be in effect 
for a period of one calendar or fiscal year. 
whichever the Secretary determines, except. 
that the initial approval may be for the re­
mainder of the fiscal or calendar year then 
current or, where deemed appropriate by the 
Secretary, may be made effective until the 
end of the succeeding year. 

(2) For the purposes of this Act, a State 
with respect to which there is in effect an 
approval of a State plan by the Secretary 
under this part, or with respect to which the 
Secretary is performing the functions that 
he is authorized to perform under section 
238(a) or (c) (4), is a "participating State". 

DESIGNATION OF HEALTH CARE AREAS 

SEC. 235. (a) As soon as practicable after 
its organization, the State Health Commi-­
sion of each participating State shall con­
duct a study and survey with a view to the 
approval of service areas for applicant 
Health Care Corporations as a basis for the 
issuance of certificates of approval by the 
commission (in accordance with section 236 
(a) (3)), with the objective of affording to 
all the people in the State equal and ready 
access to the full range of comprehensive 
health care of high quality provided for in 
this title and, where practicable, a choice 
among Health Care Corporations. In making 
its study and survey, the commission shall 
give appropriate consideration to (1) the 
size and distribution of the State's popula­
tion and the incidence of illness or disease 
in population groups in different regional, 
metropolitan, or other local areas (or parts 
thereof) of the State, (2) existing health 
care organizations, institutions, or resources 
for the provision of health care, their poten­
tial for sponsoring or participating in the or­
ganization of Health Care Corporations, and 
their distribution in relation to the need for 
care, (3) local governmental structures, (4) 
transportation facilities, (5) patterns of or­
ganization for the delivery of health care, 
(6) patterns of use of health care, and 
(7) other relevant factors. To assist in its 
study and survey, and especially in connec­
tion with its consideration and evaluation of 
the factors referred to in clause (2) of the 
preceding sentence, the commission shall set 
a date by which shall be filed with it appli­
cations by Health Care Corporations forcer­
tificates of approval for operation in areas 
defined in the respective applications (or 
statements of intention, by proposed spon­
sors of such corporations, to file such appli­
cations). No such certificate shall be granted 
under section 236 until a final regulation has 
been issued under the last sentence of sub­
section (c) (1) of this section. 

(b) In addition to making the study and 
survey referred to by subsection (a), and 
before approving applications for certificates 
of approval, the commission shall consult 
wlth persons representative of the general 
public, representatives of public and private 
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hospitals and other health care institutions 
or their organizations, representatives of the 
medical and other health care professions, 
including persons representative of health 
care practitioners engaged or employed in 
prepaid group practice, representatives of ap­
propriate State and local governmental 
agencies, State commissions in adjoining 
States (where appropriate), and other in­
terested groups and individuals. 

(c) (1) After its study, survey, and con­
sultation, the commission shall publish a 
proposed regulation setting forth its findings 
and approvals of Health Care Corporations 
and the service areas proposed, which need 
not coincide with the areas of existing mu­
nicipalities or polltical subdivisions of the 
State. The commission shall give reasonable 
publlc notice of tts proposal and of a publlc 
hearing or hearings on the proposal and 
shall, after such hearing or hearings, by final 
order confirm the regulation or issue ·a re­
vised regulation. 

(2) In carrying out this section the com­
mission may, in accordance with cooperative 
arrangements referred to in section 234 (b) 
(6) (C), designate jointly with another State 
or States a service area or areas that include 
parts or all of such States. 

(d) The commission may, either on its own 
motion or on petition of any interested 
Health Care Corporation or other interested 
provider of health care, an interested reg­
istrant or organization representing regis­
trants, or any other interested person, amend 
or repeal a final regulation issued under sub· 
section (c) , but final action on a proposal 
under this subsection may (upon request of 
an interested person filing objections to the 
action proposed, specifying with particularity 
the changes desired, and stating reasonable 
grounds therefor) be taken only by decision 
on the record made after reasonable notice 
and opportunity for a fair hearing. 

REGULATORY FUNCTIONS OF STATE HEALTH 
COMMISSIONS 

SEc. 236. (a) For the purposes of part D of 
this title and of paragraph (6) of section 
234 (b) , a State plan shall, in addition to 
complying with section 235-

(1) provide for (A) stimulating and en­
couraging the organization of Health Care 
Corporations (as defined in section 241 (a)) 
where needed, by (i) giving information and 
advice to providers of health care and other 
potential sponsors as to the requirements for 
organization of such corporations and for 
commission approval of such corporations 
for service, (11) giving technical assistance to 
sponsors in meeting such requirements, and 
( 111) in appropriate cases recommending to 
the Secretary grants or contracts under part 
A of this title; and (B) in accordance with 
cooperative arrangements referred to in sec­
tion 234(b) (6), cooperating with State 
Health Commission or other States in joint­
ly (or concurrently) or reciprocally admit­
ting and approving Health Care Corporations 
for service, especially in joint or adjoining 
service areas of the respective States; 

(2) provide for authorizing the incorpora­
tion in the State, or admission from other 
States, of nonprofit corporations and, at the 
State's option, of governmental corporations 
that can under the law of the State qualify as 
Health Care Corporations in accordance with 
section 241 (a), but this function may at the 
option of the State be vested in an authority 
of the State other than the State Health 
Commission if this will not substantially 
permit the duplication of functions of the 
commission or impede the objectives of this 
Act; 

(3) (A) provide for evaluation of the appli­
cation of any corporation (incorporated in or 
admitted to the State in accordance with 
paragraph (2)) for approval to operate as a 
Health Care Corporation in a service area or 
areas approved by the commission in accord­
ance With section 235; 

(B) provide for granting such approval 

(evidenced by a certificate of approval) if 
(after reasonable notice and opportunity for 
hearing to the applicant, to any other cor­
poration which holds or has applied for a 
certificate of approval for the service area or 
areas involved, and to the public) the com­
mission finds-

(i) that the applicant qualifies as a Health 
Care Corporation in conformity with section 
241 (a) and satisfies the requirements of 
clauses (2) and (3) of section 241(b), 

(11) that there is need for the facilities and 
services to be provided by the applicant in 
the area or areas covered by the certificate, 

(Ui) if another Health Care Corporation 
or corporations already holds a certificate of 
approval for a service area covered by the 
certificate, that the additional operation of 
the applicant in that area Will be economi­
cally feasible and will promote the purpose 
of giving a choice to registrants as stated in 
section 2 (c) (2), and 

(iv) if there is also pending before the 
commission the application of another 
Health CMe Corporation for approval of its 
operation in a service area included in the 
certificate granted to the first-mentioned 
applicant, that in the review process the 
two applications have been jointly considered 
and either (I) that approval is also granted 
to the other applicant or (II) that for rea­
sons stated in the commission's findings ap­
proval to the other applicant is denied; and 

(C) provide that any certificate of approval 
granted by the commission is subject to rev­
ocation or amendment in accordance with 
subsection (c) of this section or upon re­
vision of the approved service area or areas, 
covered by the certificate, under the provi­
sions included in the State plan in accord­
ance With section 235; 

(4) provide, With respect to any servlcc 
area for which more than one Health Care 
Corporation is approved and in which the 
combined capacity of all such corporations 
is sufficient to serve adequately all residents 
of the area but in which the separate capac­
ity of one or more (but less than all) of such 
corporations can serve adequately only a rea­
sonable proportion of the area's residents, 
for alloWing any such corporation (whose 
capacity is thus limited) to restrict to a 
number approved by the commission the 
number of individuals whom it wm accept 
for registration, and requiring the corpora­
tion in that event to accept, in such manner 
as may be required by the commission, resi­
dents of the area up to that number for reg­
istration on a first-applied first-accepted 
basis; but the plan shall preclude any ac­
tion or procedure under this paragraph that 
does not assure the adequate provision, on 
a nondiscriminatory basis, of all the benefits 
of this Act to all the residents of the area 
who desire to register; 

(5) (A} provide for limiting an charges 
of approved Health Care Corporations and 
other licensed providers for health services 
and i terns to the kinds of charges and the 
rates that are prospectively approved by the 
commission. The commission, in accordance 
with the principles and requirements of sec­
tions 212(b) (2), 212(b) (7) and 246, and 
after consultation With providers of services 
and organizations of such providers, carriers, 
and other interested parties and organiza­
tions shall develop and make available to 
providers of services one or more methods 
of obtaining payment on a prospective basis 
for services furnished under this Act, with 
such methods including budget review; ne­
gotiB~ted rates; target rates; formula; or any 
other method consistent With the regula­
tions of the Secretary. Where more than one 
method 1s avallable, providers wlll have the 
option of electing to utilize any one of such 
prospective payment methods. Once a pro­
vider elects a particular method, it may not 
alter its election without prior approval of 
the commission. Where the commission finds 
that the number of providers electing a 

prospective payment method promulgated 
in accordance with this paragraph is not 
sufficient to provide an adequate b~is for 
either the operation or evaluation of that 
method, or that method does not achieve 
improved results, then the commission shall 
withdraw that method and a.llow the elect­
ing providers to select another method with­
in 30 days of notice of such withdrawal; 

(B) require that the prospective rates es­
tablished through the methods noted in sub­
paragraph (A) do not (i) make provision 
for services that are excessive or unneces­
sarily duplicative, or (11) take into account 
any actual or proposed capital expenditures 
(as defined in regulations of the Secretary) 
related to construction or rental of health 
care fa.c11ities by or for the provider for 
which the commission has not granted a 
certificate of need when required under the 
t>lan: 

(C) require that charges for physicians' 
services, such as those of radiologists and 
pathologists, that are held out as generally 
available to all inpatients of an institution, 
be included as part of institutional-service 
charges and not as separate physicians' serv­
ices charges (regardless of the method of 
payment to the physician); 

(D) require that the provider's budgets, 
proposed charges, and other necessary re­
ports be prepared in accordance with ac­
counting principles, consistent with sec­
tions 212 (b) ( 1) and 234 (b) ( 10) , designed 
to bring about uniform methods of deter­
mining institutional costs and financial re­
quirements; and 

(E) provide for granting an opportunity 
for a fair hearing to any health care pro­
vider which is dissatisfied with a decision of 
the commission with respect to the provid­
er's proposed charges; 

(6) provide for effective enforcement, by 
the commission, of the responsibil1ty of ap­
proved Health Care Corporations and other 
licensed providers to (A) provide the neces­
sary health care and items for which the 
registrants have Comprehensive Health Care 
Benefits coverage, (B) assure that such care 
be of not less than the scope, quality, and 
comprehensiveness required by this Act, in­
cluding regulations and standards of the 
Secretary prescribed under part B of this 
title, (C) in the instance of Health Care 
Corporations, perform the !functions specified 
in sections 243 and 244 with respect to serv­
ices furnished by others to registrants while 
absent from their place of residence or in 
emergencies, and (D) in the instance of non­
affiliated providers, perform functions siini­
lar to those specified in section 244, as speci­
fied in regulations; 

(7) prohibit the construction, moderni­
zation, or expansion of facUlties and services 
of hospitals, skilled nursing fac111ties, nurs­
ing homes, or other health care facll1ties, or 
the establishment of such faciUties through 
rental of major equipment or existing struc­
tures, by Health Care Corporations or other 
providers, except when authorized by a cer­
tificate of need by the commission; 

(8) authorize the commission in its dis­
cretion to adjudicate, at the request of an 
approved Health Care Corporation or a pro­
vider affiliated with it, or a nonaffiliated 
provider, ·a controversy between the corpo­
ration and the provider with respect to any 
matter within the regulatory or supervisory 
authority of the commission; 

(9) provide for granting an opportunity 
for a fair hearing before the commission (A) 
to any individual who is not accepted for 
registl"ation by an approved Health Care 
Corporation of whose approved service area 
he claims to be a resident; or (B) with re­
spect to a monetary claim by a registrant 
against a provider or against a carrier under 
whose prepayment plan the individual is 
covered for Comprehensive Health Care Bene­
fits, or by a provider or a carrier against the 
individual relating to the provision of health 
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care or to such coverage, where the claim 
has been denied (in whole or part) or is not 
acted upon with reasonable promptness and 
the amount in controversy is $100 or more; 

.or (C) to any individual who alleges a sub­
stantial failure of the provider with respect 
to the provider's obligations to provide health 
care to the individual, and alleges facts show­
ing that the failure is part of a pattern of 
similar conduct; 

( 10) provide lor review and approval of 
peer review systems of approved Health Care 
Corporations and for continuous surveillance 
over the performance of approved Health 
Care Corporations in relation to their obli­
gations under this Act, and enforcement of 
those obligations as provided for in this sec­
tion; and 

( 11) provide for review and approval of 
peer review systems of nonaffiliated providers 
and for continuous surveillance over the per­
formance of such providers in relation to 
their obligations under this Act, and enforce­
ment of those obligations as provided in this 
section. 

(b) If a Health Care Corporation or non­
affiliated provider complies with the proce­
dures set forth in sections 1863 through 1865 
of the Social Security Act, such provider shall 
be deemed to meet the standards relating to 
comparable elements established by this Act 
and regulations thereunder. 

(c) ( 1) (A) Whenever the State Health 
Commission determines that there is a failure 
on the part of an approved Health Care Cor­
poration (whether owing to its own acts or 
omissions or those of a provider furnishing 
services on its behalf) to fulfill all obligations 
assumed by the corporation or placed upon it 
by this Act, the commission shall by order 
direct the corporation to take prompt cor­
rective action. 

(B) If the corporation, within such reason­
able period as may be required by the com­
mission by regulation, requests a hearing on 
t h e commission's order and states reasonable 
grounds for objecting to the decision, the 
commission shall give the corporation reason­
able notice and opportunity for a hearing 
with respect to the commission's decision 
and, if a hearing is held, shall on the basis 
of the record at the hearing render a deci­
sion, subject to such judicial review on the 
record as may be provided by applicable 
State law. Initiation of a proceeding for ju­
dicial review shall not operate as a stay ofl 
the commission's decision unless so ordered 
by the court. 

(2) Notwithstanding paragraph (1), where 
the failure of a Health Care Corporation to 
comply with its obligations is so gross as in 
the judgment of the commission to create an 
imminent hazard to the health of regis­
trants, the commission may give its order 
immediate effect, subject to later reversal or 
modification if so determined after hearing 
or after judicial review. 

(3) In addition to the authority of the 
commission to order corrective action to be 
taken as above provided, the State plan shall, 
in the event of a substantial failure of the 
corporation to fulfill its obllgations, em­
power the commission, after reasonable op­
portunity for a fair hearing, (A) to revoke 
its certificate of approval for operation by 
the corporation and issue for the service area 
involved a certificate of approval to another 
Health Care Corporation, or corporations, or 
(B) in lieu of such revocation, to take effec­
tive action (through appointment of a re­
ceiver for the corporation or other appro­
priate means) to bring the corporation into 
compliance with its obligations and provide 
its registrants with the health care services 
to which they are entitled. The order of the 
commission shall, when final, be subject to 
judicial review in a State court of competent 
jurisdiction on the basis of the record before 
the commission, and the findings of fact of 
the commission shall, if supported by sub­
stantial evidence in the record when con­
sidered as a whole, be binding on the court. 

(d) The commission is authorized to take 
corrective action whenever it determines that 
any provider not affiliated with a Health Care 
Corporation has failed to fulfill the obliga­
tions set forth in this Act, this action to in­
clude suspension of payment for services 
performed under Comprehensive Health Care 
Benefits. The appeal procedures outlined in 
subsection (c) shall apply with respect to 
action taken under this subsection. 

JUDICIAL REVIEW 

SEc. 237. (a) Any State that is dissatisfied 
with a final action of the Secretary taken 
under section 238 (other than subsection (c) 
(3) thereof) may obtain judicial review of 
such action by filing, within sixty days after 
such action, a petition for review with the 
United States court of appeals for the circuit 
in which the State is located. A copy of the 
petition shall be forthwith transmitted by 
the clerk of the court to the Secretary or any 
officer designated by him for that purpose. 
The Secretary shall thereupon file in the 
court the record of the proceedings on which 
it based its action, as provided in section 
2112 of title 28, United States Code. Upon 
the filing of the petition, the court shall 
have jurisdiction to nffirm the action of the 
Secretary or to set it aside, in whole or in 
part, temporarily or permanently, but until 
the filing of the record the Secretary may 
modify or set aside its order. 

(b) The findings of the Secretary as to the 
facts , if supported by substantial evidence, 
shall be conclusive, but the court, for good 
cause shown, may remand the case to the 
Secretary to take further evidence, and the 
Secretary may thereupon make new or modi­
fied findings of fact and may modify his 
previous action, and shall file in the court 
the record of the further proceedings. Such 
new or modified findings of fact shall like­
wise be conclusive if supported by substan­
tial evidence. 

(c) The judgment of the court affirming or 
setting aside, in whole or in part, any action 
of the Secretary shall be final, subject to 
review by the Supreme Court of the United 
States upou certiorari or certification as pro­
vided in section 1254 of title 28, United States 
Code. The commencement of proceedings un­
der this section shall not, unless so specifical­
ly ordered by the court, operate as a stay of 
the Secretary's action. 
FEDERAL EXERCISE OF STATE FUNCTIONS IN CASES 

OF NONCOMPLIANCE BY STATES 

SEc. 238. (a) In the case of any State 
which has not established a State Health 
Commission in conformity with section 232, 
and submitted to the Secretary an approvable 
State plan pursuant to section 234, prior to 
the third fiscal year that begins after the 
calendar year in which this Act is enacted, 
the Secretary may, until such a State plan 
has been submitted to and approved by him 
under this title, assume and exercise, through 
the Department of Health, with respect to 
the area of that State, those functions which 
would be required or authorized by this title 
to be exercised by the State Health Commis­
sion of that State if there were in effect a 
State plan approved under this title, and may 
ut111ze for that purpose any funds available 
under this title for payments for the admin­
istration of State plans. In any case in which 
the Secretary invokes the authority contained 
in the preceding sentence, any State law or 
practice that under section 234(c) would pre­
clude approval of a State plan under this 
title shall be inoperative. 

(b) (1) The Secretary shall not finally re­
fuse to approve a State plan submitted to it 
under this title except after according to the 
State reasonable notice and opportunity for 
hearing. 

(2) If, at the scheduled expiration of the 
effective period of approval of a State plan, 
there is pending before the Secretary an ap­
plication of the State for renewal of the ap­
proval, the Secretary may, by order, tem­
porarily postpone the scheduled expiration 

date until its decision on the application for 
renewal. 

(c) (1) Whenever the Secretary, after rea­
sonable notice and opportunity for hearing 
to the State Health Commission administer­
ing a State plan approved under section 
234.(c), determine~r-

(A) {i) that the plan has been so changed 
that it no longer complies with the provisions 
of section 234(b), including any provision of 
this title incorporated therein by reference, 
or (11) that in the administration of the plan 
there is a failure to comply substantially with 
any such provision: 

(B) that there is a failure to comply with 
any requirement of section 232; or 

(C) that the State law or practice is such 
as, under the provisions of section 234 ( c}, 
would preclude approval of the plan; 
the Secretary shall by order withdraw ap­
prov~l of the plan and withhold further pay­
ments under section 220(c) (or, in the Sec­
retary's discretion, suspend approval as to 
the part or parts of the plan affected by a 
failure determined under clause (A) or (B) 
of this paragraph and limit payments to those 
payable with respect to other parts), until the 
Secretary is satisfied that there will no longer 
be any such failure to comply or, in a case 
described in clause {C), until the plan is 
approvable under section 234 (c) , and shall 
forthwith notify the Commission of the order. 

(2) If in the judgment of the Secretary it 
would better promote the purposes of this 
title to do so, he may postpone the effective 
date of his order under paragraph (1) for 
such reasonable period as he finds appropriate 
to allow necessary time for compliance with 
the requirements of this title. 

(3) In addition to or in lieu of issuing an 
order pursuant to paragraph (1), the Secre­
tary may request the Attorney General to in· 
stitute a civil action by the United States 
against the State to enforce the require­
ments of this title. 

(4) Whenever the Secretary has withdrawn 
approval of a State plan pursuant to para­
graph (1), he may, with regard to the State 
involved, exercise the functions and use the 
funds referred to in subsection {a). 

COOPERATIVE INTERSTATE ACTIVITIES AND 

UNIFORM LAWS 

SEc. 239. {a) The Secretary (1) shall en­
courage and assist the States and their State 
Health Commissions in carrying out coopera­
tively with other States their respective func­
tions in accordance with part C, including 
the making of agreements between States 
for that purpose with respect to the estab· 
lishment, admission (into jurisdictions other 
than those of incorporation), and approval 
of Health Care Corporations, the establish­
ment of joint health care areas and assign­
ment of such corporations thereto, the ex­
change of information, and other matters, 
and (2) shall develop and encourage the en­
actment of model State legislation in the 
fields covered by this title. 

(b) The consent of the Congress ts hereby 
given to any two or more States to enter into 
agreements of the kinds referred to in sub­
section (a), not in conflict with any provision 
of this Act or regulation of the Secretary 
thereunder or with any other law or treaty 
of the United States. 

OTHER ADMINISTRATIVE PROCEDURES 

SEc. 240. (a) Effective on and after the ef­
fective date of part A of title I of this Act, 
the Secretary is authorized and directed, 
notwithstanding any provision of ·title V of 
the Social Security Act, to provide by regu­
lation for limiting the use (directly or in­
directly) of Federal funds under title V of 
the Social Security Act for personal health 
services and items (or for reimbursement for 
expenditures for such services or items) in 
participating States (as defined in section 
234 (d) ( 2) of this Act) in such manner as 
w111 avoid to the maximum extent practi­
cable the use of such funds for personal 
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health services or items for individuals to 
the extent that these individuals are en­
titled under section 102(b) of this Act to 
Comprehensive Health Care Benefits cover­
age for like services and items. 

(b) (1) Section 505(a) (2) of the Social Se­
curity Act is amended (A) by striking out 
"State health agency" the first time these 
words occur and inserting in lieu thereof 
"State Health Commission (established in 
accordance with section 231 of the National 
Health Care Services Reorganization and Fi­
nancing Act)", and (B) by striking out 
"State health agency" the second time these 
words occur and inserting in lieu thereof 
"State Health Commission". 

(2) The amendments made by paragraph 
(1) shall, with respect to any State, become 
effective on the date on which the State be­
comes a participating State (as defined in 
section 234(d) (2) of this Act). 

PART D-HEALTH CARE CORPORATIONS 

INCORPORATION AND STATE APPROVAL 

SEc. 241. (a) A Health Care Corporation is 
a nonprofit private or governmental corpora­
tion which ( 1) is organized for the purpose 
of furnishing (through its own facilities and 
personnel or through other providers, non­
profit or for-profit comprehensive and co­
ordinated personal health services to persons 
registered with the corporation, furnishing 
personal health services to other persons to 
the extent authorized by this title, and en­
gaging in educational, research, and other 
activities related or incidental to the fur­
nishing of personal health services; and (2) 
provides (or will provide after the period of 
organization and initial registration) effec­
tive and equitable representation, on its gov­
erning board, of the registrants with the cor­
poration and of the affiliated institutional 
and professional providers furnishing serv­
ices on its behalf. 

(b) A Health Care Corporation is eligible, 
for the purposes of this title, to furnish 
services in a State only if it is approved by 
the State Health Commission of the State 
for operation in an approved service area or 
areas of the State (under the provisions of 
the State plan in accordance with sections 
235 and 236), upon a finding by the com­
mission ( 1) that the corporation conforms 
to the provisions of subsection (a), (2) that 
it has an adequate organization under pro­
fessionally competent management and ade­
quate resources in facilities and personnel 
(including resources available to it through 
contracts with affiliated providers), to meet 
the requirements of this part and of regula­
tions prescribed thereunder and require­
ments prescribed by the State Health Com­
mission, and (3) that it ha.s given assur­
ances (including assurances of financial re­
sponsibility), satisfactory to the commis­
sion, that in operation it will meet all such 
requiremen'l(s. 
REGISTRATION WITH HEALTH CARE CORPORATIONS 

SEc. 242. (a) A Health Care Corporation 
shall, in accordance with regulations of the 
State Health Commission-

(1) register with the corporation all per­
sons (or such number of persons as may be 
required by the commission pursuant to sec· 
tion 236(a) (4)), resident in the service area 
approved for it by the commission, who 
apply for such registration during a period 
of open registration fixed by the commis­
sion, or apply therefor after termination CYf 
registration with another corporation pur­
suant to subsection (e) ; 

(2) make all reasonable efforts, on a con­
tinuing basis, to procure the registration of 
persons resident in the area who, having 
failed to apply for registration, have been 
assigned by the coilltllJssion to the corpora­
tion for recruitment: and 

(3) within its capacity to furnish services, 
register with the corporation all persons as­
suming residency in the approved service 

area after the end of the period of open reg­
istration fixed under paragraph ( 1) . 

(b) Within its capacity to furnish services 
and with the approval of the commission, 
the corporation may recruit and register per­
sons (whether or not residents of the area) 
whom it is not required by subsection (a) 
to recruit or register. 

(c) In such cases and such manner as may 
be specified in regulations of the Secretary, 
a registrant may effect reg~ration on be­
half of his or her spouse and children under 
19 years of age. 

(d) The corporation shall make available, 
and shall employ all reasonable means to 
disseminate throughout its approved service 
area, full information about its operations, 
including descriptions of the services it fur­
nishes and places where they are furnished, 
and including information about the meth­
ods and times of registration; and informa­
tion about the benefit coverages (both those 
purchased by the Secretary and others) 
available to residents of the area, and the 
methods of obtaining such coverage. It shall 
assist registrants and applicants for registra­
tion to establish entitlement to coverage 
purchased by the Secretary under section 102, 
and to obtain other coverage as appropriate. 

(e) Registration with a Health Care Cor­
poration shall be effective for a period of 
twelve months, except that a registrant may 
terminate his registration if he changes his 
place of residence or for such other cause 
as may be approved by the State Health 
Commission. 

UNDERTAKING TO FURNISH SERVICES 

SEc. 243. (a) A Health Care Corporation 
shall assume responsibility for making avail­
able and furnishing to each registrant witlt 
the corporation, and to any other person to 
the extent required by regulations of the 
Secretary, all services for which he has Com­
prehensive Health Care Benefits coverage and 
which are medically necessary (or, in the case 
of health maintenance se.rvices, medically 
appropriate). The acceptance of a registra­
tion shall constitute an obligation of the 
corporation to the registrant to furnish all 
such services, either through the facilities 
and personnel of the corporation, through 
affiliated providers meeting the requirements 
of subsection (b), or through other providers 
in accordance with subsection (c). 

(b) Services may be pro.vided through an 
affiliated provider who, by contract with the 
Health Care Corporation, has undertaken ( 1) 
to furnish on behalf of the corporation a 
portion of the services for which the corpora­
tion is responsible, and (2) to cooperate and 
(to the extent practicable) participate in 
discharging llill other responsib11ities of the 
corporation under this part. Affiliated pro­
viders may be hospitals, sk111ed nursing facili­
ties, nursing homes, or home health care 
agencies (hereafter referred to collectively as 
"institutional providers") ; physicians, den­
tists, podiatrists, or optometrists; combina­
tions of the foregoing, such as partnerships, 
clinics, or group practice organizations, which 
may include appropriate allied health pro­
fessionals and technical or other supporting 
personnel; or other providers of kinds desig­
nated in regulations of the Secretary. The 
services of an affiliated provider may, but 
need not, be furnished exclusively on behalf 
of one Health Care Corporation. A provider 
may be affiliated with two or more Health 
Care Corporations, but in the case of an 
affiliated institutional provider shall desig­
nate one affiliation as the provider's primary 
affillation fo.r the purpose of maintaining 
quality of services, control over the utiliza­
tion of services, and continuing appraisal of 
the effectiveness of services. 

(c) Drugs, devices, appllances, and equip­
ment may be furnished to outpatients and to 
home health care patients, and ambulance 
and other emergency transportation services 
may be furnished, through providers not 

affiliated with the corporation. under arrange­
ments which the commission finds assure 
adequate availability of such items and serv­
ices. Medical and other services of specialized 
nature, which the commission in accordance 
with regulations of the Secretary finds can­
not practicably be furnished by a Health 
Care Corporation or its affiliated providers, 
may be furnished through arrangements with 
or referral to other Health Care Corporations 
or other providers. 

(d) The organization of the services fur­
nished by or on behalf of the corporation shall 
emphasize health maintenance (including 
health education) of registrants, assure con­
tinuity of care and referral of patients to 
such services and at such time as may be 
medically appropriate, and to the greatest 
extent possible provide care on an outpatient 
basis. All services shall be made as readily 
available as is practicable to all registrants 
within the approved service area of the cor­
poration, and the corporation shall (in ac­
cordance with regulations of the Secretary) 
maintain a system of scheduling periodic 
health maintenance services for each regis­
trant and reminding him thereof. Outpa­
tient care shall be furnished in centers and 
physicians' offices conveniently accessible 
throughout the area. Emergency care, includ­
ing ambulance service within the approved 
service area of the corporation, shall be 
available at all times. 

(e) The corporation shall as rapidly as 
practicable develop, by affiliation with exist­
ing organizations or otherwise, a system of 
outpatient care centers throughout its ap­
proved service area, utilizing hospital medi­
cal staffs and other physicians practicing in 
the area, and staffing the centers with physi­
cians, appropriate allied health professionals, 
and other anc111ary personnel to furnish pri­
mary medical care. To the extent practicable, 
the corporation shall also furnish through or 
in conjunction with such centers health 
maintenance services and community-based 
services such as home care, medical social 
services, and the services of well-baby clinics 
and mental health clinics. Centers shall be 
so related to institutional or other providers 
as to assure the availability of necessary lab­
oratory and other diagnostic services, and the 
ready refeiTal and transfer of patients to 
facilities providing more comprehensive serv­
ices when medically necessary or appropriate. 

(f) Whenever services for which the cor­
poration is responsible under subsection (a) 
are furnished by another Health Care Corpo­
ration to a registrant who is absent from his 
place of residence, or are furnished in an 
emergency by any provider (wherever situ­
ated) who is not affiliated with the corpora­
tion or acting under arrangements with it, 
the corporation shall review a report of the 
services rendered and the charge therefor and 
shall submit it to the carrier responsible for 
its payment; or, if it is itself the carrier or is 
otherwise responsible for payment, shall pay 
the charge. This subsection shall not be ap­
plicable in the case of a registrant who, 
otherwise than pursuant to arrangement by 
the corporation, has left his place of resi­
dence for the purpose of obtaining health 
services. 

(g) The corporation shall so far as prac­
ticable furnish necessary emergency health 
services to persons not registered with it, 
and may furnish other services to such per­
sons when it can do so without interference 
with services to its registrants. 

QUALITY OF SERVICES 

SEc. 244. (a) A Health Care Corporation 
shall assume responsibility ( 1) for the qual­
ity of all services furnished by it either 
through its own facilities and personnel or 
by providers affiliated or acting under ar­
rangements with it, and for compliance with 
standards of quality and comprehensiveness 
prescribed by the Secretary, (2) for main­
taining controls upon the utmzation of all 
such services, (3) for continuing appraisal, 
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through medical audits and otherwise, of the 
effectiveness of such services, and (4) for 
identifying problem areas requiring plan­
ning for additional services. For these pur­
poses the corporation shall maintain a sys­
tem (approved by the commission) of com­
prehensive peer review by a group or groups 
of physicians (and a group or groups of den­
tists in the case of dental services) selected 
from its staff and from affiliated providers 
and their staffs, embracing services furnished 
by affiliated providers as well as services fur­
nished directly by the corporation, and shall 
require similar review by a staff committee 
or committees of each hospital and skilled 
nursing facmty affiliated with it. The cor­
porations shall, through an appropriate staff 
committee or committees, maintain a pro­
gram of continuing professional education of 
physicians, dentists, and nurses (and, to the 
extent the· corporation deems desirable, of 
other professional personnel} furnishing 
services on its behalf. 

(b) All medical policies of the corporation 
shall be established with the advice of physi­
cians, and all dental policies with the advice 
of dentists. All medical judgments related to 
health care shall be made by or under the 
supervision of physicians, and all dental 
judgments by or under the supervision of 
dentists. 

(c) The corporation shall encourage the 
participation of physicians in all aspects of 
its policy-formulation and operation (in­
cluding budget review and long-range plan­
ning), both in administrative and in ad­
visory capacities. 

PARTICIPATION OF PROFESSIONAL 

PRACTITIONERS 

SEc. 245. (a) Within the limits of its need 
for physicians, dentists, podiatrists, and 
optometrists (hereafter referred to collec­
ively as "practitioners") , and so far as is 
consistent with the furnishing of the highest 
practicable quality of care, a Health Care 
Corporation shall provide opportunity to all 
practitioners practicing in its approved serv­
ice area to furnish services on its behalf, 
either (at the election of the corporation) as 
members of its professional staff or as affil­
iated providers. It shall fix, and review annu­
ally, the scope of services which each practi­
tioner may so furnish, in accordance with his 
training, experience, and professional compe­
tence as determined, pursuant to rules of the 
corporation, through peer review of his cre­
dentials and performance. A practitioner who 
desires to enlarge the scope of services as­
signed him shall be assisted through in-serv­
ice training in acquiring added experience 
and professional competence, and his as­
signed scope of service shall be reconsidered 
from time to time. 

(b) In selecting practitioners to furnish 
services on its behalf and in fixing the scope 
of services which each may furnish, the cor­
poration shall not discriminate on any 
ground unrelated to professional qualifica­
tions; but in carrying out the purpose of 
subsection (a) in its initial recruitment of 
practitioners the corporation may give pref­
erence, as between equally qualified persons, 
to those who at the time are practicing in its 
approved service area. 

(c) The corporation shall so organize the 
services furnished by practitioners on its be­
half as to meet the purposes of sections 243 
and 244. To the extent consistent with such 
organization it shall permit each practitioner 
to elect the form or forms of practice (indi­
vidual office practice, group practice, or other 
form of practice) in which he wishes to 
engage. 
CHARGES BY HEALTH CARE CORPORATIONS AND 

OTHER PROVIDERS 

SEC. 246. (a) All charges by a Health Care 
Corporation or other provider for health 
services shall be made at rates fixed by the 
corporation or other provider for a twelve­
month period and approyed by the commis-

sion. Rates applicable to a particular fiscal 
period may be revised before the end of the 
period only on the basis of events, occurring 
subsequent to the approval, which the com­
mission finds (1) could not reasonably have 
been foreseen at the time of approval, and 
(2) will, if the rates are not revised, impose 
severe financial hardship on the corporation 
or other provider. 

(b) Such charges shall consist either of an 
annual amount for each registrant or regis­
trant family (liereafter referred to as a "cap­
itation amount"), or of itemized charges for 
separate services or units of service. With the 
approval of the commission, the corporation 
or other provider may use one method of 
determining charges for some services or with 
respect to some registrants and the other 
method for other services or with respect to 
other registrants; except that after three 
years of operation a Health Care Corporation 
must submit to the State Health Commis­
sion a plan to commence two years thereafter 
for offering capitation rates to its registrants 
who choose to purchase coverage directly 
from the corporation. Except for reasonable 
variations (in accordance with regulations 
of the Secretary) based on the size and com­
position of families, capitation amounts shall 
be uniform for all registrants to whom they 
are applicable, other than registrants having 
coverage under contracts purchased by the 
Secretary. 

(c) Charges of the corporation or other 
provider, by whichever method determined, 
shall be at rates estimated to be sufficient 
for the fiscal period to meet the financial 
requirements of the corporation or other 
provider, to enable it to fulfill its responsi­
b111ties under this part. The financial re­
quirements shall be determined in accord­
ance with regulations, and with systems of 
accounting, consistent with sections 212(b) 
and 234(b) (10). 

(d) The corporation and the commission, 
in developing and reviewing the rates to be 
paid to providers, shall seek to assure that 
adequate services are available without un­
necessary duplication or other excessively 
costly or excessive services. 

CONTINUING PERSONAL HEALTH RECORD 

SEc. 247. (a) In a manner consistent with 
the requirements relating to confidentiality 
in subsection (d), a Health Care Corporation 
shall develop, and keep current, a continuing 
personal health record for each registrant of 
the corporation, in such form, consistent with 
regulations of the Secretary, as may be re­
quired by the commission for the purposes 
( 1) of making medical histories and other 
pertinent data readily available to the med­
ical and other staff of the corporation and its 
affiliated providers, and (2) of enabling the 
corporation to meet requirements of the com­
mission for gathering and reporting health 
care statistics, including statistics on the 
utilization and cost or health services. 

(b) The corporation shall, to the greatest 
extent practicable, equip its fac111ties, and 
assure that fac111ties of its affiliated providers 
are equipped, for the prompt transmission, 
to appropriate members of the staffs of all 
such facilities, of the personal health records 
of its registrants. 

(c) Whenever a registrant with one Health 
Care Corporation transfers his registration 
to another such corporation, his personal 
health record shall be transferred to the 
latter corporation. To such extent as may be 
required by regulations of the Secretary, a 
Health Care Corporation shall make available 
to other Health Care Corporations, and other 
providers (not affiliated with it), who furnish 
emergency or other health services to its reg­
istrants, information from the personal 
health records of the registrants. 

(d) Consistent with section 212(b) (6), per­
sonal health records, information contained 
therein, and other information concerning 
individual registrants or applicants for reg­
istration shall be used or disclosed, without 

the consent of the individual, only (1) in 
accordance with this section, or (2) for pur­
poses necessary to the administration of the 
Health Care Corporation, the State plan, or 
any benefit coverage pursuant to this title. 
Any person who violates any provision of this 
subsection shall be deemed guilty of a mis­
demeanor and, upon conviction thereof, shall 
be punished by a fine not exceeding $1,000, 
or by imprisonment not exceeding one year, 
or both. 

PARTICIPATION BY REGISTRANTS; HEALTH 
EDUCATION 

SEc. 248. (a) A Health Care Corporation 
shall establish methods by which (in addi­
tion to their representation on its governing 
board) registrants may express their views 
with regard to the policies and operation of 
the corporation, the health needs of the com­
munity, and the need for any modiflcation or 
expansion of the services furnished by the 
corporation. The corporation shall take all 
practicable steps to assure that this opportu­
nity 1s readily available to all substantial 
groups (geographic, economic, or other) of 
registrants, and to the extent practicable, to 
individual registrants. The corporation shall 
establish an advisory committee representa­
tive of registrants in general, and subcom­
mittees or separate committees representative 
of any groups whose interests may differ ma­
terially from those of other registrants. 
Through such committee or committees. the 
corporation shall seek a continuing evalua­
tion by its registrants of its program and per• 
formance. 

(b) In a manner consistent with the pur­
pose of assuring that individuals are respon­
sible for protecting their own health and 
for learning to utilize the health services 
available to them in the most effective man­
ner, the corporation shall undertake a pro­
gram of continuing health education, with 
special emphasis directed toward low-income 
and medically indigent registrants. The pro­
gram shall be designed and conducted with 
the advice and participation of representa­
tives of the registrants, for the purpose of 
overcoining lack of information and correct­
ing misinformation on the part of registrants 
about personal health matters, encouraging 
their interest in healthful living, proper nu­
trition, and the avoidance of illness, and 
enabling them to make more responsible and 
effective use of health maintenance services 
and, when illness occurs, of the diagnostic 
and therapeutic services available to them. 
Corporations shall provide, to registrants in 
need thereof, assistance in overcoining lan­
guage or educational handicaps in obtaining 
access to health care. In carrying out this 
subsection the corporation shall collaborate 
with governmental and private agencies en­
gaged in communitywtde health education. 

NONDISCRIMINATION; COMPLAINTS 

SEc. 249. (a) In recruitment and registra­
tion a Health Care Corporatiqn shall not 
discriminate on the ground of race, creed, 
color, national origin, age, sex, occupation, 
economic status, or condition of health. Sub­
ject to such differentiations as are medically 
necessary or appropriate or are specifically 
authorized by this title, the corporation and 
other providers shall not discriininate on 
any of the foregoing grounds in furnishing 
services on behalf of the corporation. 

(b) The corporation shall establish ade­
quate procedures for the receipt and dispo­
sition of complaints by registrants with re­
spect to services furnished them, failure to 
furnish services or to pay for services fur­
nished by others, or the propriety of charges 
made by the corporation; and complaints 
by persons whose applications for registration 
have been refused. The corporation shall, to 
such extent and in such form as may be 
required by the commission, maintain rec­
ords of such complaints and of their disposi­
tion, and shall make such records available 
for inspection by the commission. 
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(c) The corporation shall establish ade­

quate procedures for the settlemerut of dis­
putes with affiliated providers, with other 
providers having arrangements with the cor­
poration foo- the furnishing of health care to 
its registrants, and with nonaffiliated pro­
viders. 

RESPONSmiLITIES FOR MANPOWER AND FOR 
RESEARCH 

SEc. 250. (a) A Health Care Corporation 
shall coordinate among its own staff and the 
staffs of its affiliated providers determination 
of the needs for the several classes of health 
personnel, and the recruitmerut and alloca­
tion of such personnel; shall set qualification 
and perfOO"Inance standards for such person­
nel, which shall at least equal standards es­
tabllshed or recommended by recognized pro­
fessional organizations; and shall conduct 
within its own organization and encourage 
in its affiliated providers such programs of 
inservice training as it finds necessary or use­
ful in meeting manpower needs, improving 
the quality of care, and promoting upward 
mobUity within the several health profes­
sions and occupations. To the extent per­
mitted by the law of the State in accord­
ance with section 234(c) (4), and consistent 
with regulations of the Secretary and good 
professional practice, the corporation shall 
encoumge the use of physician assistants, 
allied health professionals, and other sup­
portive technical and non-professional per­
sonnel, under appropriate professional 
supervision, to increase the productivity of 
its medical and dental staff and of affiliated 
providers and their staffs. 

(b) The corporation, in addition to a con­
tinuing evaluation of its own performance, 
shall engage or participate in planning for 
additional services to respond to identified 
problem areas and in continuing research 
concerning the organization and methods of 
delivery of health services, and concerning 
their quality, effeotiveness, and cost. The re­
sults of such research shall be made avall­
able to the comm.lssion and the Secretary for 
such dissemination as the commission or Sec­
retary may deem proper. 

RECORDS AND REPORTS 

SEc. 251. Consistent with seotion 212(b) (6), 
a Health Care Corporation shall keep such 
records, and on behalf of itself and its amu­
ated providers make such reports to the com­
mission, as the commission, in accordance 
with regulations of the Secretary, shall re­
qui~e with respect to financial matters, the 
utilization of services, the results of peer re­
view of quality, and other matters; and shall 
require that its affiliated providers keep such 
records and furnish it with such information 
as may be necessary for this purpose. The 
corporation and its afilliated providers shall 
make the records required pursuant to this 
section available for inspection by represent­
atives of the commission when necessary for 
the purpose of verification of such reports. 
PART E-SPECIAL STUDY OF METHODS FOR 

MEETING SUPPLEMENTAL CAPITAL NEEDS OF 
HEALTH CARE CORPORATIONS AND RELATED 
HEALTH CARE ORGANIZATIONS 

FINDING AND PURPOSE 

SEc. 261. The Congress finds that existing 
health care institutions in the United States 
have traditionally obtained their funding for 
health resource development from a variety 
of sources, including phllanthropy, Federal 
grants, third-party reimbursement, borrow­
ing, and local bond issues, with the result 
that the funding of such institutions has 
been neither adequate, consistent, coordi­
nated, nor equitably distributed. It is the 
purpose of this part to provide for the de­
velopment of a more rational approach for 
supplying the supplemental capital and other 
funding needed by the health care industry 
in order to assure a more rational distribu­
tion of funds and thereby to meet more ef­
fectively the health care needs of the Nation 
without causing undue cost to individuals 

in communities which have the greatest 
health need. • 

SPECIAL STUDY 

SEc. 262. (a) The National Health Services 
Advisory Council {hereinafter in this sec­
tion referred to as the "Council"), estab­
lished by section 213 of this Act, shall con­
duct a full and complete study and investi­
gation of methods for supplying supplemen­
tal capital and other funding for Health Care 
Corporations and related health care or­
ganizations in the United States, with the 
objective of developing a national program 
for supplying such funding, giving special 
emphasis to areas of high priority health care 
needs both rural and urban which will ef­
fectively carry out the purpose of this part. 

{b) In conducting its study and investiga­
tion under subsection (a), the Council shall 
give particular consideration to the utlliza­
tion of special taxing mechanisms such as a 
value-added tax, or tax credits, as means o:t 
financing comprehensive benefits for bene­
ficiaries of the national program. 

(c) In conducting its study and investiga­
tion under subsection (a), the Councll shall 
also give particular consideration to the de­
velopment of a program which-

(1) establishes and utmzes, as its basic 
source of funds, a national trust fund con­
sisting of any or all of the following: (A) 
a designated portion of the premiums col­
lected for comprehensive health care bene­
fits coverage, (B) a tax on such premiums 
or on such premiums and all other pre­
Iniurns paid for health insurance coverage, 
(C) appropriated funds, and (D) amounts 
received from other sources, public or 
private; 

(2) provides for the distribution of 
amounts in the trust fund to State health 
commissions in a manner reflecting popula­
tion, per capita income, and healtl;t care 
needs, for allocation by such commissions 
within their respective States to health care 
corporations and other health care orga­
nizations, in the form of grants, loans, or · 
combined grants and loans, on the basis of 
per capita income, urgency of health care 
needs in the light of available or potentially 
available health care resources, and other 
factors calculated to assure the concentrated 
expenditure of the available funds in high 
need areas; 

(3) recognizes the need for adequate 
planning for health care services and faclll­
ties, and makes such planning a condition 
of assistance; 

(4) encourages and facmtates the con­
tinuing provision of funds for these pur­
poses from sources other than the trust 
fund, and effectively coordinates the utlllza­
tion of the amounts provided from such 
other sources with the amounts distributed 
from the trust fund; 

(5) leaves to each State health commis­
sion, under general regulations of the 
Secretary, the determination of how the 
funds distributed to such commission are 
to be allocated and utlllzed within the State 
which it represents; and 

(6) contains or is subject to such otheJ' 
provisions, conditions, and limitations as 
may be necessary or appropdate to assure 
that the purpose of this part will be effec­
tively carried out. 

(d) (1) The Council shall submit to the 
Secretary, for transmission to the Congress 
no later than one year after the effective 
date of this Act as specified in section 
301 (a), a full and complete report of its 
study and investigation under this section 
together with its findings and recommen­
dations and with detailed specifications for 
any legislation which it finds may be re­
quired to carry out such recommendations. 
The Secretary, in transmitting such l'eport 
to the Congress, shall include his own com­
ments thereon and his views with respect to 
the Council's legislative recommendations 
and specifications. 

(2) The special study g,nd investigation 
conducted by the Councll under this section 
shall be independent of the studies made by 
the Secretary under section 214; and the 
report of the Council under this section 
shall be separate and distinct from its an­
nual report under section 213(c). 

TITLE III-EFFECTIVE DATES 
TRANSITIONAL EFFECTIVE DATES 

SEc. 301. (a) Except as otherwise provided 
in this section and sections 210 and 302, this 
Act {including any amendments made by it 
to existing law) shall be effective upon the 
date of its enactment. 

(b) Sections 211, 216 (a), 218, 219, 220, and 
221, and parts C and D of title II, shall take 
effect upon the first January 1 or July t 
which occurs six months or more after the 
date of the enactment of this Act. 

(c) Section 216(b), section 238 (with re­
spect to States which have not complied with 
sections 232 and 234), and the amendments 
made by section 101 shall take effect on the 
first day of the third fiscal year which begins 
after the date of the enactment of this Act. 

FULL OPERATION OF PROGRAM 

SEc. 302. The program under this Act shall 
be fully in operation, and the benefits under 
part B of title I shall be fully effective and 
available (in lieu of any benefits which would 
otherwise be available under title xvm of 
the Social Security Act) , in accordance with 
all of the provisions of this Act, on and after 
the first day of the fifth fiscal year which 
begins after the date of the enactment of 
this Act. 

GENERAL LEAVE 
Mr. ULLMAN. Mr. Speaker, I ask 

unanimous consent that all Members 
may extend their remarks on the na­
tional health care bill, and to include 
ex·traneous matter. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Oregon? 

There was no objection. 

THETAXANDLOANACCOUNT 
INTEREST ACT 

<Mr. SEIBERLING asked and was giv­
en permission to extend his remarks at 
this point in the RECORD and to include 
extraneous matter.) 

Mr. SEffiERLING. Mr. Speaker, the 
Joint Economic Committee in its recent 
recommendations for dealing with the 
economy urged the Federal Government 
to halt its practice of depositing large 
amounts of the taxpayers' money in com­
mercial banks without receiving fair 
compensation. Today, I am introducing a 
bill for that purpose. 

My bill-the Tax and Loan Account 
Interest Act of 1975-is similar to one I 
introduced in the first session of the 93d 
Congress. It would amend the Federal 
Deposit Insurance Act to terminate the 
insurance of any bank which fails to pay 
interest at the Federal funds interest rate 
on all tax and loan accounts. If enacted, 
the bill would result in an estimated sav­
ings of over $350 million annually to the 
U.S. Treasury. 

Not many people, I imagine, give a sec­
ond thought to the handling of the social 
security and income taxes that are with­
held from their paychecks. It would come 
as a shock to many to know that this 
money does not go directly to the U.S. 
Treasury, but to "tax and loan accounts" 
in commercial banks where it sits with-
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out earning one cent of interest for the 
taxpayers until the Government with­
draws it. Even more shocking is the fact 
that the Government allows the banks to 
invest the taxpayers' money and reap 
high rates of interest on it, not for the 
taxpayers but for the banks. 

In 1974, the average balance in the 
accounts amounted to nearly $4 billion, 
down from previous years-in 1972 it 
was over $5 billion. If interest had been 
paid on that amount-minus withhold­
ings for reserve requirements-the U.S. 
Government would have received be­
tween $350 million and $400 million­
enough to pay for a year's operation of 
the Federal Communications Commis­
sion, the Securities and Exchange Com­
mission, the Maritime Commission, the 
Smithsonian Institution, the Secret 
Service, and the Senate. 

At a time when the Federal deficit is 
running at $23 billion and the acute 
shortage of mortgage money has com­
pelled Congress to enact a $3 billion 
emergency home loan bill, the tax and 
loan account system approaches the 
outrageous. What the system amounts to 
is a windfall subsidization of the com­
mercial ·banking industry in the United 
States by the Federal Government with 
the hard -earned money of millions of 
taxpaying American citizens. 

Moreover, the tax and loan account 
system tends to favor big banks. In 1972, 
44 percent of all tax and loan account 
deposits were held by only 102 of the 
Nation's approximately 14,000 commer­
cial banks, according to a staff report 
of the House Subcommittee on Domestic 
Finance. The study reported that the 50 
largest banks held more than one-third 
of all such deposits, and that $1.7 million 
was held by 11 American branches of 
foreign banks. 

The study also noted that, despite the 
concentration of tax and loan account 
deposits in the 50 largest banks, these 
banks did not give priority to loans 
which carry out Federal programs. In 
the area of lending to small business, for 
example, the study found that in Febru­
ary 1972, the 50 largest banks had only 
3,306 loans outstanding in conjunction 
with the Small Business Administration, 
which represents 8 million small busi­
nesses throughout the country. These 
loans totaled only $150 million, and were 
90 percent guaranteed by the SBA. The 
total tax and loan account balance in 
the 50 banks was over $2 billion. 

The primary purpose of the tax and 
loan account system is to minimize the 
potentially disruptive effect of Treasury 
cash operations on the banking system, 
money markets, and the Nation's econ­
omy. It has performed this useful func­
tion ever since it was set up in 1917. 
Ostensibly, the Government has allowed 
banks to hold the accounts without pay­
ing interest to compensate them for vari­
ous banking services they perform for 
the Government, including holding the 
accounts. But the Treasury has no ra­
tional method of determining whether 
the value of the accounts is commen­
surate with the services provided by the 
banks. With rising interest rates in recent 
years, it has become obvious that the 

banks are being greatly overcom­
pensated. 

Last summer, the Treasury Depart­
ment released the results of a 2-year 
study of the tax and loan account system 
which it began in 1972 after years of 
prodding by the distinguished chairman 
of the House Banking and Currency 
Committee, Hon. WRIGHT PATMAN, the 
GAO and others. The study indicated 
that the total value of the tax and loan 
accounts to commercial banks in calendar 
year 1972 exceeded the value of the 
services they performed for the Govern­
ment by over $260 million. At today's 
higher interest rates, the value of the 
accounts would be much greater. 

Moreover, the Treasury study showed 
vast discrepancies in the costs reported 
by banks for performing services for the 
Government, indicating the lack of a 
rational relationship between the real 
value of the services and the costs at­
tributed to them. The costs reported by 
banks for handling tax and loan ac­
counts, for example, ranged from 1% 
cents per transaction to $3.10 per trans­
action. 

This is not a very business-like method 
for the Government to use in handling 
the taxpayers' money. The Tax and Loan 
Account Interest Act would rationalize 
the system by authorizing the payment 
of fixed fees for certain banking services, 

enter into agreements with banks which 
render banking services to the Federal Gov­
ernment for charges to be made for the bank­
ing services which the bank performs on be­
half of the Federal Government. 

THE NEED FOR A NEW FOOD 
TECHNOLOGY 

(Mr. SEIBERLING asked and was 
given permission to extend his remarks 
at this point in the RECORD and to in­
clude extraneous rna tter.) 

Mr. SEIBERLING. Mr. Speaker, with 
the world's population expected to dou­
ble by the end of the century, many peo­
ple have begun to wonder whether our 
existing agricultural resources will be 
capable of supplying enough food for all 
of the world's people. 

The National Academy of Sciences re­
cently released the results of a 3-year 
study on this question. The study paints 
a grim picture for the future unless we 
embark on the development of new food 
resources now. 

We cannot expect to rely on expanded 
farm lands or increased fertilizer appli­
cations for meeting the food needs of the 
future, according to the report. There are 
biological ceilings in nature which will 
constrict food production based on cur­
rent food techniques. 

The report warned: 
based on a fair assessment of the value Flor the long-range future, in addition to 
of the services. This way, the banks would such controlling influences as climate, in­
receive fair compensation for their serv- creases in agricultural output wm depend 
ices while the Government receives fair largely upon research results not yet in J;land. 

compensation for the use of its deposits. The NAS findings must not be ignored. 
Last summer, the Treasury Depart- We must turn our research efforts to­

ment promised to send Congress legisla- ward the development of new food tech-
. tion to reform the tax and loan account nologies and we must make a national 
system, but as yet no such legislation has commitment to their utilization in ful­
been received. This is particularly dis- filling our own food needs. This commit­
appointing in view of the current ment may require drastic changes in our 
economic situation. Unlike most of the current farm production system and our 
money-saving proposals being debated eating habits. 
today, reform of the tax and loan account In the 93d Congress, I introduced the 
system seems to be relatively noncon- Food Research and Development Act to 
troversial. And we can no longer afford promote the development of new food 
delay in considering measures to improve techniques designed for the future. The 
the Nation's economic health. · bill would provide funds for agricultural 

I am pleased that the House and innovations such as single-cell protein 
Senate Banking Committees are plan- made from waste materials, irrigation 
ning to hold hearings on this issue this using salt water, methods of enhancing 
year, and am hopeful that they will result the nitrogen fixation process in plants, 
in a quick end to the tax and loan ac- methods of separating protein from in­
count boondoggle. edible fibers in plant leaves, and many 

The text of the Tax and Loan Account others including those mentioned in the 
Interest Act of 1975 follows: NAS report. 
A bill to amend the Federal Deposit Insur­

ance Act to terminate the insurance of 
any bank which fails to pay a certain 
rate of interest on all tax and loan ac­
counts. 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Tax and Loan Ac­
count Interest Act of 1975." 

SEc. 2. The second sentence of section B(a) 
of th~ Federal Deposit Insurance Act (12 
U.S.C. 1818(a)) is amended by inserting "or 
fails to pay interest (to the United States) 
at the Federal funds interest rate on all tax 
and loan accounts maintained at such ba.nk," 
immediately before "the Board of Directors 
shall first give to the Comptroller of the 
Currency". 

SEc. 3. The Secretary of the Treasury may 

I am planning to reintroduce a revised 
version of the Food Research and Devel­
opment Act shortly. At a time when we 
are already seeing millions of people 
throughout the world suffering from 
hunger and malnutrition, I do not think 
we can afford to wait any longer before 
embarking on a crash R. & D. effort to 
find new sources of food for the future. 

For the benefit of my colleagues, an 
article from the New York Times on the 
NAS report follows: 

RISE IN FARM OUTPUT SAID To FALTER AS 
NEED GROWS 

(By William Robbins) 
WASHINGTON, Jan. 12.-The National Acad­

emy of Sciences warned in a "report to the 
nation" today that the upward trend of fa.rlll 
production was faltering at a time of in• 
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creasing international concern over food 
supplies. 

At the same time, it cited a long list of 
••scientific frontiers" where new break­
throughs to higher yields might be found if 
enough etfort and resources were invested 
in agricultural research. 

Among those, it said, are etforts to produce 
plants with leaf structures that will make 
more efficient use of sunlight and carbon­
dioxide, successful creation of new varieties 
of plants by crossing their body cells in test 
tubes rather than through normal reproduc­
tive processes, improvements in animal­
breeding and technological progress in irri­
gation technology. 

Although "for the next decade or so we 
think we perceive that the supply of food 
wlll be adequate," said the report, which 
focuses on the longer term, "there are clouds 
on the horizon that should be noted." 

"The tapering trends are warnings of 
needs for new patterns of thought and indi­
cate that the future may require drastic 
changes in our farm production system," it 
said. 

The 199-page report, titled "Agricultural 
Production Efficiency," is the result of a 
three-year study by a 15-member committee 
headed by James G. Horsfall of the Con­
necticut Agricultural Experiment Station. 

"We set out with a very simple premise: 
We could be living on borrowed time," Syl­
van H. Wittwer, the chairman of the acad­
emy's board on agriculture and renewable 
resources, which helped guide the commit­
tee's study, said at a news briefing. 

Both Dr. Wittwer, the head of the Agri­
cultural Experiment Station at Michigan 
State University, and Marion Clawson, a 
committee member, said at the briefing that 
the study showed "we have been too com­
placent" about food productivity. Mr. Claw­
son is head of the Land and Water Division 
of Resources for the Future, Inc., a research 
organization. 

WE NEED COMMITMENT 

"We need a national food poUcy," Dr. 
Wittwer said. "We need a national commit­
ment." He added that the country also 
needed a special project on solar energy. 

The study cited a number of warning 
signals indicating a tapering otf in the trend 
towards greater productivity, which increased 
farm output by 50 per cent between 1950 
and 1971. 

In the past, it said, reserves of land kept 
idle under farm programs had created a 
sense of complacency. But it noted that 
such acreage had now been returned to use. 
Any additional acreage would have to be 
provided through such means as land clear­
ing and drainage or the farming of marginal 
acreages. 

"The relative quality and availab111ty of 
additional potentially arable lands need 
careful evaluation," the report said. 

A LEVELING-OFF 

Meanwhile, it said, "Department of Agri­
culture data indicate that both the number 
of persons supplied per farm worker and the 
number of persons supported per harvest 
acre are leveling otf ." 

Many of the gains in the past have result­
ed from increasing applications of fertilizer, 
but increases in yields available through 
further expansion of fertilizer use appear to 
be slight, the study said. 

While yields of corn, the major livestock­
feed grain, continue to rise dramatically, the 
report said, recent improvements have been 
small for most other crops. 

"One must conclude that biological ceil­
ings will, at some future date, constitute a 
severe if not impenetrable barrier to further 
increases in yields per acre or meat produc-
tion per unit of feed," he said. · 

The report warned: "For the long-range 
future, in addition to such controlling in-

fluences as climate, increases in agricul­
tural output wm depend largely upon re­
search results not yet in hand." 

But it mentioned a number of promising 
areas for research projects. 

One of those is more efficient plant use 
of sunlight. The report listed etforts to pro­
duce plants with leaf structures that would 
provide increased exposure to the sun. 

Plant growth has also been improved by 
enrichment of the plant atmosphere with 
carbon-dioxide, the report noted, and it 
urged research into breeding of plants that 
would make more efficient use of the carbon­
dioxide that is naturally available. 

It also described investigations seeking 
new ways to enrich soils. Legumes, such as 
peas and beans, have nitrogen-fixing bac­
teria associated with their root zones. The 
report noted that etforts were being made 
both to improve that process and to extend 
the process to cereals, and thus to produce 
natural supplements for commercial ferti­
lizer. 

CREATION THROUGH CULTURES 

In the etforts to improve plant varieties, 
the report said, new plants have already been 
created through cell cultures rather than 
through normal seed processes. 

To improve efficiency in animal agriculture, 
the report placed major emphasis on etforts 
to increase reproductive efficiency. Among 
those are attempts to achieve multiple births 
in beef cattle. 

It also stressed research on disease control 
and on improving the conversion of livestock 
feed into meat. 

Among promising new technologies, it said, 
is a system called trickle irrigation. The 
method brings water directly to the roots 
of plants rather than irrigating their entire 
environment. This saves water while in­
creasing plant growth, but it is now too 
costly for other than high-value crops. 

Other areas for research suggested were 
chemicals for improved herbicides and pesti­
cides, improvements in Western rangelands 
and their more efficient use, as well as a 
search for new plants, including studies 
in the qualities of native weeds that might 
be developed through breeding and muta­
tions. 

REVISION OF THE BANKRUPTCY 
ACT 

(Mr. EDWARDS of California asked 
and was given permission to extend his 
remarks at this point in the RECORD and 
to include extraneous matter.) 

Mr. EDWARDS of California. Mr. 
Speaker, it was certainly not in anticipa­
tion of the dire economic conditions fac­
ing our country today, but in a realiza­
tion that the existing bankruptcy laws 
of our country were hopelessly outdated 
and ill fitted to our modern consumer 
culture that the Congress created a Na­
tional Commission on the Bankruptcy 
Laws of the United States. My colleague, 
Mr. WIGGINS, and I were privileged to 
serve as the appointed members of that 
Commission from the House of Repre­
sentatives. 

The Commission was created by Pub­
lic Law 91-354 on July 24, 1970. The con­
ditions which prompted the creation of 
the Commission were: First, the increase 
in the number of bankruptcies by more 
than 1,000 percent in the preceding 20 
years; Second, the widespread feeling 
among bankruptcy judges, the bar and 
the bench, that problems of administra­
tion required substantial improvement in 
the act; Third, the impact on the opera­
tion of the act of the vast expansion of 

credit; and Fourth, the limited experi­
ence and understanding of the Federal 
Government and the Nation's commer­
cial community in assessing the opera­
tion of the act. 

The Commission was charged with 
considering the basic philosophy of 
bankruptcy, its causes and possible al­
ternatives to the present system of bank­
ruptcy administration. The Commission 
was directed to recommend changes in 
the act which would reflect and ade­
quately meet the demands of present 
technical, financial, and commercial ac­
tivities. 

After 2% years of research, study, pub­
lic hearings and meetings, the final re­
port of the Commission was filed with 
the Speaker of the House on July 30, 
1973. Part II of that report took the form 
of a draft of a complete revision of the 
existing act. 

I, along with Mr. WIGGINs, introduced 
this draft of the proposed new act on 
October 9, 1973. 

The introduction of the proposal of 
the Commission set off an unprecedented 
round of activity among groups and in­
dividuals interested in the administra­
tion of our bankruptcy laws. 

Thousands of copies of the Commis­
sion's report and H.R. 10792 were distrib­
uted throughout the country. 

Major and prestigious organizations­
such as the National Bankruptcy Con­
ference, the National Conference of 
Bankruptcy Judges, the Commercial 
Law League and various interested sec­
tions of the American Bar Association, 
just to list a few-have spent the past 
2 years studying the Commission's re­
port and are now completing the formu­
lation of their critique and ideas for 
consideration in the Congress. 

The National Conference of Bank­
ruptcy Judges formulated their own ver­
sions of a revision of the Bankruptcy 
Act and that too was introduced in the 
93d Congress on September 12, 1974, as 
H.R. 16643. 

As our studies have gone forward these 
past few years, rising costs and soaring 
unemployment have led thousands of 
our citizens to seek relief from that 
economically destructive duo, inflation 
and recession, by filing a bankruptcy 
court for relief. 

Our job now becomes acute as well as 
necessary. The Administrative Office of 
United States Courts says that if bank­
ruptcy petitions continue at the current 
rate-and there is every reason to be­
lieve they will increase-there will be a 
record 231,660 in the fiscal year ending 
June 30, 1975. 

During the first 5 months of fiscal year 
1975, an average of 19,325 bankruptcy 
petitions were filed each month. That is 
29 percent more than the monthly ·av­
erage of 14,912 petitions in the same pe­
riod last year. The previous yearly high 
was in 1967 when 209,329 individuals and 
businesses filed petitions in U.S. district 
courts. The intervening years had seen 
a slight downward trend until the 
dramatic reversal this year. In some 
parts of our country, the :filing of bank­
ruptcy petitions is up 50 percent over 
previous highs. 

The total liabilities of firms that failed 
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in 1974 will almost certainly approach an 
historic high of $2.5 billion, already run­
ning 52 percent higher than 1973. 

The bankruptcy trend is continuing, 
broadening and deepening, crossing all 
lines of endeavor and business establish­
ments as well as including an historic 
high number of individuals. 

The city of New York recently received, 
and not in jest, the advice that it should 
file a petition in bankruptcy. 

It is obvious to even a casual observer 
of our economic scene that the long 
overdue overhaul of our bankruptcy laws 
must now be accelerated in order to cope 
with the expected drain on the present 
facilities and outmoded procedural and 
substantive bankruptcy law. 

I am today, along with my colleague, 
Mr. WIGGINS, reintroducing H.R. 10792 
and H.R. 16643. These two bills will be 
the nucleus of our consideration in the 
months ahead. We will begin hearings 
on the revision of the Bankruptcy Act 
early in February, and we hope to bring 
to the floor of the House a complete 
revision of the act, tailored to our mod­
ern needs, and one able to cope with the 
exigencies of our present economic 
troubles as soon as possible. 

CRIMINAL JUSTICE INFORMATION 
SYSTEMS 

<Mr. EDWARDS of California asked 
and was given permission to extend his 
remarks at this point in the RECORD and 
to include extraneous matter.) 

Mr. EDWARDS of California. Mr. 
Speaker, the beginning of the 94th Con­
gress occasions the reconsideration of 
those pieces of legislation on which we 
were unable to reach agreement in the 
93d Congress. Some of this legislation 
demands, by virtue of its inherent value 
to our constitutional system, our prompt 
and unqualified attention. One such bill 
is that which would regulate and control 
the security and privacy of criminal jus­
tice information systems. 

This legislation has a long history 
beginning in the 92d Congress. Over the 
past 4 years, the Committee on the Judi­
ciary, particularly the Subcommittee on 
Civil and Constitutional Rights, has 
laboriously investigated this issue in its 
search for that fine balance between law 
enforcement needs and the right of pri­
vacy of the individual. Briefly, I will 
bring you up to date on the history of 
our work, so that this Congress will be 
aware of the depth of interest with which 
this area has been approached in the 
past. 

In the 93d Congress, I introduced H.R. 
13315, which dealt with the security and 
privacy of arrest records as they were 
disseminated by law enforcement agen­
cies between theinselves and with other 
organizations who have no law enforce­
ment responsibilities. 

It came to our attention that these 
arrest records, which carry notations of 
a person's arrest but frequently carry no 
dispositions, were being used to deny peo­
ple employment, housing, credit and 
other necessities around which this so­
ciety revolves. The abuses that were re­
corded, in our bearings were widespread 

and affect a greater number of citizens 
than we had originally contemplated. 
Within the Subcommittee on Civil and 
Constitutional Rights of the Committee 
on the Judiciary, a sensitivity to these 
abuses developed. One needs to keep in 
mind that, legally, an arrest is not an 
occurrence of great significance, yet when 
given weight in future decisions concern­
ing individuals, the practical significance 
can be enormous. 

At the beginning of the 93d Congress, 
H.R. 13315 was reintroduced as H.R. 188. 
The subcommittee once again began a 
series of hearings on the subject of arrest 
records. During our consideration of this 
bill, my colleagues and I on the subcom­
mittee had an opportunity to tour the 
FBI facilities in Washington, D.C. and 
the National Crime Information Center­
NCIC. During this tour, I was struck with 
the efficiency with which the FBI could 
disseminate and retrieve information 
from the many local law enforcement 
agencies throughout the country. The 
records, maintained by the FBI, have 
been and continue to be prepared for the 
age of computers. The accuracy and com­
pleteness of these records is essential. 
More importantly, being aware of the 
quickness of response occasioned by com­
puters, I realized that simple control of 
arrest records was not sufficient to pro­
tect the rights of individuals threat·ened 
by a massive system of criminal justice 
information. 

As a vehicle of discussion on the regu­
lation of criminal justice information 
systems, I introduced H.R. 9783 in 1973. 
A dialog began on the effeot of com­
puterization in the criminal justice area. 
Our investigation started with a scruti­
nization of the NCIC. 

The NCIC, part of a nationwide tele­
communications system, is maintained 
by the FBI. This system operated at first 
through local law enforcement control 
terminals-as of early 1972, there were 
102 terminals, of which 48 were com­
puterized-that put the FBI in direct 
touch wi·th approximaJtely 4,000 of the 
Nation's 45,000 looal law enforcement 
agencies. The NCIC originally main­
tained records on stolen items and want­
ed persons. Then the FBI developed the 
computerized criminal history section­
CCH-which maintains active criminal 
offender records. Since that time, the 
files of the NCIC have expanded, and 
continue to do so. By 1974, the Federal 
Government had already invested over 
$300 million automating criminal justice 
files. The FBI plans to develop their files 
by 1984 to include 8 million CCH files 
which will be instantaneously available 
to all participating criminal justice 
agencies at that time-45,000. 

I continue to be shocked that the op­
eration of this massive and most compre­
hensive national information center is 
stm guided only by a statement of princi­
ple promulgated by the FBI's NCIC ad­
visory policy board. Although recently 
the Board has been expanded to include 
a few civilian members, it is still con­
trolled by the law enforcement rationale. 
Often it is stated, as crime statistics 
continue to burgeon, that cr.ime can be 
better combated with a larger informa­
tion base. But 'Unfettered access to all 

information on an individual can lead 
to considerable abuses. An ease in ob­
taining information can lead to an insa­
tiable appetite for more information, 
relevant or not. It is incumbent on us, 
the U.S. Congress, to search not for im­
mediaJte restriotions, but for an honest 
appraisal of law enforcement necessities 
so infringement upon individual rights is 
minimal. 

Attitudes toward the issue of privacy 
in the law enforcement area are chang­
ing, as well illustrated in 1974, by the 
conflict between the Justice Department 
and the State of Massachusetts. This 
conflict centered on the State of Massa­
chusetts' refusal to join the NCIC be­
cause there were no statutory guidelines 
providing for the security and privacy 
of their records. The refusal was based 
on the State's own stringent privacy re­
quirements legislated by its legislature. 
The fear was that once the information 
left the state of Massachusetts, its secu­
riy and privacy could not be guaranteed 
in the federal system. 

Massachusetts had followed the lead 
of Project SEARCH, a project funded by 
the Law Enforcement Assistance Admin­
istration, which developed model legis­
lation for the security and privacy of 
criminal justice information. The work 
of Project SEARCH in this area has been 
extensive and of great assistance to the 
development of proposed legislation. The 
report of its special Committee on Pri­
vacy and Security, Technical Report No. 
2, was the first comprehensive proposal 
for adopting privacy rules to the opera­
tion of computerized record systems, and 
therefore has had great influence on sub­
sequent thinking on this subject. 

It was in part the work of Project 
SEARCH that inspired the introduction 
of H.R. 9783. The subject was now at the 
center of great discussion. Shortly after 
the introduction of H.R. 9783, the long­
awaited product of Senator Ervin's work 
was introduced in the Senate. This was 
accompanied by the in traduction of the 
administration's version. We immediately 
introduced these bills in the House, H.R. 
12574-the administration bill-and H.R. 
12575-Senator Ervin's bill-which now 
became the center of our consideration. 
Senator Ervin was a stalwart of individ­
ual rights. His interest in the constitu­
tional right of privacy is demonstrated 
by a history of leadership in this area. 
After attempts for passage of these bills, 
the 93d Congress was thwarted by the 
overwhelming weight of current events. 
The work of my subcommittee was vir­
tually at a standstill because of my com­
mittee's attention to the impeachment 
inquiry of Richard Nixon. Senator Ervin 
vigorously tried to put together a bal­
anced coalition in the Senate, but also 
was hampered by current events and an 
inability to reach a timely agreement. 

Although Senator Ervin was unable to 
pass this legislation in the Senate, he was 
busily accumulating support for a strong 
version of his original privacy bill. On 
the closing days of the Senate, he intro­
duced the final version of his bill on the 
security and privacy of criminal justice 
information systems. To this bill he was 
able to gain the support of Project 
SEARCH. This is most impressive when 
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one realizes that Project SEARCH has 
one gubernatorial representative from 
each State. 

Likewise, late in the 93d Congress, the 
administration, through the Justice De­
partment, introduced its latest version 
of legislation in this area. Over the years, 
the Justice Department has become more 
sensitized to our concerns over the po­
tential and actual abuses of criminal 
justice information within law enforce­
ment agencies and the dissemination of 
the information without the agencies. 
Their most recent bill represents that 
attempt to ameliorate some of our con­
cerns. 

Although neither of these bills perhaps 
reflects the attitude of the House of Rep­
resentatives, they demonstrate the be­
liefs and doubts of many concerned peo­
ple in the Senate, in the administration 
and in the House of Representatives. 
Therefore, today I introduce to this Con­
gress both of these approaches to legis­
lation. They once again will become the 
subject of intensive investigation so that 
hopefully within the year, this Congress 
will have found the balance between 
these two varying approaches that best 
represents the conscience of the majority 
of this Congress and the people they rep­
resent. 

Our concern has always been to strike 
that fine balance between the necessity of 
law enforcement agencies to have access 
to personal information and the rights 
of individuals who come in contact with 
the system. Last year was an unusual 
year. Above all, it demonstrated just how 
precious our constitutional rights are 
and just how tenuous our hold may be on 
our rights without constant vigilance. 
The 93d Congress took great strides in 
the area of privacy, but further work is 
required. This Congress has a mandate 
from the American people to respond to 
the creeping deterioration of our con­
stitutional rights and to legislate in a 
positive way for their protection. We 
must be careful not to overreact, but we 
must react. Even with the passage of a 
bill in the area of criminal justice in­
formation systems, our work has just 
begun, and it will continue for years to 
come. 

THE TAX EQUITY ACT OF 1975 
<Mr. CORMAN asked and was given 

permission to extend his remarks at this 
point in the RECORD and to include ex­
traneous matter.) 

Mr. CORMAN. Mr. Speaker, I am once 
again introducing a comprehensive tax 
reform bill, the Tax Equity Act of 1975, 
H.R. 1040 and a companion bill, H.R. 
1041. Forty-six Members of the House 
have expressed their wish to cosponsor 
the Tax Equity Act with me. They are: 
Mr. STARK, Mr. ANDERSON of California, 
Mr. BADILLO, Mr. BERGLAND, Mr. BOLLING, 
Mr. BRADEMAS, Mr. BROWN of California, 
Mrs. BURKE of California, Mr. CARNEY, 
Mr. CLAY, Mr. CONYERS, Mr. DANIELSON, 
Mr. DELLUMS, Mr. DIGGS, Mr. DINGELL, 
Mr. DRINAN, Mr. ECKHARDT, Mr. EDWARDS 
of California, Mr. EILBERG, Mr. FRASER, 
Mr. HARRINGTON, Mr. HAWKINS, Mr. 
HECHLER of West Virginia, Mr. HOWARD, 
Mr. JoHNSON of California, Mr. KocH, Mr. 
MAGUIRE, Mr. MEEDS, Mr. MITCHELL of 

Maryland, Mr. MOORHEAD of Pennsyl­
vania, Mr. Moss, Mr. NEDZI, Mr. NIX, Mr. 
PRICE, Mr. REES, Mr. RODINO, Mr. ROSEN­
THAL, Mr. ROYBAL, Mr. RYAN, Mr. SEIBER­
LING, Mrs. SPELLMAN, Mr. STOKES, Mr. 
STUDDS, Mr. THOMPSON of New Jersey, 
Mr. CHARLES H. WILSON of California, 
and Mr. WoN PAT. 

The Tax Equity Act has four principal 
objectives: To make the Federal tax 
structure more equitable so that every 
individual and corporation pays a fair 
share in taxes; to reduce the existing 
biases in the tax law in favor of certain 
types of saving and investment and 
against others; to raise new revenues to 
meet the costs of urgent public needs; 
and to simplify our baffling tax law. The 
current problems in the economy make 
the attainment of these goals more es­
sential now than ever. Unfortunately, 
there has been no progress in reaching 
them since I first introduced an omni­
bus tax reform bill in 1971. 

We urgently need to make Federal 
taxes more equitable. The American peo­
ple are justifiably outraged by the news 
that many rich individuals and prosper­
ous industries pay little or no Federal 
taxes. In 1972, there were over 100 indi­
viduals with adjusted gross income--­
AGI---over $200,000 who paid no Federal 
income tax. These champion tax-avoid­
ers, moreover, are just the tip of the ice­
berg, since most tax loopholes have the 
effect of reducing a person's AGI below 
his real economic income rather than 
lowering his tax for a given AGI .. While 
at one time we might have thought that 
Congress could avoid acting to close the 
loopholes that permit this tax avoidance 
without provoking a public outcry, this is 
clearly no longer true. 

To study the extent of tax avoidance 
among wealthy Americans, the Ways 
and Means Committee last year exam­
ined the tax returns of 20 high-income 
individuals, whose names were chosen 
for the most part without prior knowl­
edge about their taxes. These returns 
showed clearly the injustice of our tax 
laws. Some of the 20 paid very high tax 
rates because they did not make exces­
sive use of deductions and exclusions. 
Most, however, paid very low effective 
tax rates, and two paid no tax at all on 
incomes over $500,000. A third tried val­
iantly to escape all tax by claiming $900,-
000 in tax shelter losses, and a fourth 
paid only $25,000 in tax even though his 
income exceeded $2 million. There was 
widespread use of tax shelters, percent­
age depletion, the capital gains deduc­
tion and gifts of appreciated property to 
charity-all of which would be elimi­
nated by H.R. 1040. 

Our tax system, without which our 
Government would collapse, depends on 
voluntary compliance with the tax laws, 
since only 2 percent of individual income 
tax returns are audited. If the public 
continues to believe that some individ­
uals and industries pay much less than 
their fair share of taxes, we risk a tax­
payers' revolt that could destroy our tax 
system. 

Furthermore, it is clear that to solve 
our serious social problems---inflation, 
overreliance on energy imports, pollu­
tion, and poverty-many individual 

Americans are going to have to make 
sacrifices so that all may be better off. 
Americans are willing to do this, but 
only if they feel that everyone is tight­
ening his belt equally. The unpopularity 
of the administration's surtax proposal 
of October 1974, resulted from the wide­
spread and correct belief that the tax 
burden is now so inequitably distributed 
that a proportional increase in taxes, 
even one limited to taxes on middle and 
upper income families, would be unfair. 
Similarly, it is difficult to make a case 
for special tax treatment for the oil in­
dustry, even that designed to encour­
age exploration for new sources of en­
ergy, in light of the well-publicized and 
outrageous profits reaped by that in­
dustry recently. 

The tax loopholes that make the Fed­
eral tax system so inequitable also make 
the economy less efficient. Investment 
decisions are increasingly being made on 
the basis of tax considerations rather 
than economic ones, so that the political 
power of an industry, rather than its 
profitability, determine how much capi­
tal it is able to attract and how quickly it 
is able to grow. 

The investment tax credit, the asset 
depreciation range-ADR-system, per­
centage depletion, the exemption of in­
terest from State and local government 
bonds, the domestic international sales 
corporation-DISC-provisions, and the 
various tax preferences afforded capital 
gains-these all encourage saving or in­
vestment in particular areas relative to 
others. The result is to intensify the de­
mand for investible funds; but because 
these tax loopholes do little to increase 
the aggregate supply of funds, this leads 
only to higher and higher interest rates. 
Those industries that receive no tax 
preferences or even just get less than the 
average preference, but that must still 
pay the exorbitant interest rates caused 
by other industries' loopholes, are 
starved for capital. H.R. 1040 goes a long 
way toward abolishing this irrational 
and largely useless system and, by doing 
so, will make the economy grow faster. 

The inefficiency of allocating investible 
funds through the tax system is most 
clear in the case of tax shelters, where 
the tax incentive is so strong that tax­
payers can invest using little or none of 
their own money. Management and syn­
dication fees eat up a large part of the 
tax subsidy in these areas. Investors 
often pay so much attention to the tax 
effects of their activities that they ne­
glect to make sure that the investments 
are even being made, much less made 
profitably and efficiently. 

Another major aim of H.R. 1040 is to 
raise a substantial amount of tax revenue 
from individuals and corporations that 
do not pay their fair share of taxes. 
There are many alternatives uses for this 
revenue. One is to put an end to per­
sistent deficit financing. In the past 10 
fiscal years, the Federal deficit on a uni­
fied basis has averaged $10.3 billion per 
year, and an additional $6.9 billion per 
year has been borrowed from Govern­
ment trust funds. 

Thus, the Federal Government has 
borrowed $172 billion over this period 
that could have been made available for 



94 CONGRESSIONAL RECORD- HOUSE January 14, 1975 

private investment, and this has pushed 
interest rates to inordinately high levels. 
This persistent deficit financing must 
stop, for the private sector needs capital 
to expand capacity in industries where 
there are shortages, to house our popu­
lation, to control pollution and to achieve 
greater self-sufficiency in energy. Deficits 
will be needed in some years, like the 
present, to stimulate the economy, but 
these should be offset by budget sur­
pluses in other years, so that over the 
long run the budget is balanced. Greater 
fiscal responsibility is a far more effective 
way to deal with a capital shortage than 
is the enactment of tax subsidies. 

Congress must also make funds avail­
able to finance new and expanded Gov­
ernment programs either by reducing 
existing programs or by raising taxes. 
The public expects the Federal Govern­
ment, in partnership with industry, to 
clean up the environment; and this will 
require a large increase in outlays. It ex­
pects better health care and a national 
health insurance program. Funds are 
also needed to improve the quality of 
education and for manpower training 
programs. 

We must also make funds available to 
relieve the impact of infiation on low­
and middle-income families. In 1975, the 
poverty level for a family of four will 
exceed $5,400; but such a family must 
now pay as much as $155 in Federal 
income tax. This is unconscionable. The 
provisions in H.R. 1040 that convert the 
personal exemption and deductions into 
24-percent tax credits will remove low­
income families from the income tax 
rolls and reduce the taxes of moderate 
income families. 

Once the tax base is broadened, it is 
also important to lower rates in the up­
per brackets. H.R. 1040 does this by re­
ducing the maximum tax rate on all in­
come to 50 percent. 

A final objective of H.R. 1040 is to 
simplify the tax laws. Their complexity, 
which sends millions of taxpayers to tax 
return preparers each spring, results 
largely from the host of special deduc­
tions and exclusions that have been put 
into the law. This bill, by repealing many 
of these loopholes, will greatly simplify 
the tax law. 

Mr. Speaker, tax reform is the most 
urgent matter facing the 94th Congress. 
Nothing bears more directly on as many 
citizens, nor resists consensus more stub­
bornly than the question of how the costs 
of Government should be shared. But 
rising revenue needs and the ire of tax­
payers at the inequities of our taxing sys­
tem dictate that Congress can wait no 
longer to make essential reforms. 

I urge my colleagues to examine the 
provisions of H.R. 1040 carefully. A sum­
mary of the bill follows. I hope that our 
tax laws will be reformed along the lines 
that H.R. 1040 proposes, for only through 
reforms as provided by this bill can we 
find our way back to fiscal responsibility 
and equitable tax treatment for the aver­
age American taxpayer-both necessary 
ingredients for a stable, prosperous and 
healthy economy, and for a democratic 
society. 

A section-by-section analysis of the 
Tax Equity Act follows: 

SUMMARY OF CoNTENTS OF H.R. 1040 
Section 1-Short t1.tZe, etc. 

This section provides that the Act may be 
cited as the Tax Equity Act of 1975, and the 
section contains a table of contents of the 
bill. 

Section 2-Technical and conforming 
changes 

This section provides that the Secretary of 
the Treasury shall, within 90 days after the 
date of the enactment of the Act, submit to 
the Committee on Ways and Means a draft of 
any technical and conforming changes in the 
Internal Revenue Code which should be 
made to reflect the substantive amendments 
made by the bill. 

Section 3-Treaties 
This section provides that every amend­

ment made by the Act shall apply notwith­
standing that its application may be con­
trary to the provisions of some treaty in 
effect on the date of the enactment of the 
Act. 

TITLE I~APITAL GAINS AND LOSSES 

Section 101-Repeal of alternative tax on 
capital gains 

This section repeals the alternative tax on 
capital gains for both individuals and corpo­
rations. As a result of this section and other 
amendments made by title I of the bill, capi­
tal gain income (for taxable years beginning 
after 1975) will not receive preferential treat­
ment and will be taxed as ordinary income. 
(Section 301 of the bill reduces the maxi­
mum rate of tax on individuals from 70% to 
50%.) 
Section 102-Tax treatment of capital gains 

While capital gain income will be taxed as 
ordinary income under the amendments 
made by the bill, this section provides for a 
limited exemption from tax depending on the 
length of time the property has been held 
before it is sold. The exemption is granted in 
deference to the fact that if an asset has 
been held a long time, the gain measured by 
dollars is attributable to some extent to the 
declining value of the dollar and does not 
represent increased purchasing power for the 
taxpayer. 

This section assumes an inflation rate of 
4 percent--and provides, in effect, that in 
computing the gain on a sale of property, 
the taxpayer can add to the tax basis of 
the property 4 percent of the tax basis of 
the property (at the time of the sale) for 
each year the property was held after it 
was held for one year. More precisely, it 
is provided that the addition to the tax 
basis shall be one-third of 1 percent of the 
tax basis for each full month the property 
was held after it had been held for one year. 
Thus, if the property is held for less than 13 
full months, nothing is added to the tax 
basis in computing gain. If the property is 
sold after being held 63 full months ( 5 years 
and 3 months) 17 percent of the tax cost (51 
months at one-third of 1 percent) would be 
added to the basis in computing gain. 

Under present law, an individual is taxed 
on only one-half of his capital gain if he 
holds the property for one day over 6 months. 
Under the bill, no one day can make a dif­
ference of more than one-third of 1 per­
cent, and that percent is of the cost of the 
property-not the gain on its sale. 

This provision for not taxing the gain to 
the extent attributable to inflation applies 
not only to capital assets but also to property 
used in a trade or business, such as a plant, 
machinery, or other depreciable equipment. 
It does not apply, of course, to property held 
for sale to customers in the ordinary course 
of business. · 

This section of the bUl repeals a number 
of provisions in the Internal Revenue Code 
which become deadwood when capital gains 
are treated as ordinary income. Complicated 
provisions, such as those dealing with col-

lapsible corporations and the recapture of de­
preciation deductions on sale of property at 
a gain, are not needed when preferential 
treatment of capital gains is eliminated. Ne> 
greater blow can be struck for the cause ot 
simplification of the income tax laws than to 
repeal, as the bill does, the preferential in­
come tax treatment of capital gains. 

Section 103-Limitation on deduction of 
capital losses 

Under existing law, capital losses are de­
ductible only against capital gains plus, in 
the case of an individual, $1,000 of other 
income. This section of the bill provides that 
capital losses of a corporation are deductible 
only against gains from the sale of capital 
assets and property used in a trade or busi­
ness. In the case of an individual, capital 
losses will be deductible only against such 
gains plus $1,000 of other income. Under 
present law, a long-term capital loss of $2 
will offset only $1 of an individual's ordinary 
income. Under the bill, a capital loss of $1 
will offset $1 of ordinary income (subject to 
the $1,000 limitation). Gains from the sale 
of property used in a trade or business do not 
include gains from the sale of property held 
primarily for sale to customers or gain from 
the sale of animals. 

Section 104-0apitaZ loss carrybacks and 
carryovers 

This provision grants relief to an individual 
who has an unused capital loss of at least 
$10,000 by allowing him to carry it back to 
the 3 preceding taxable years. Cases have 
arisen where a large capital gain in 1 taxable 
year is followed by a large capital loss in the 
following year which may never be deducted 
even with the unlimited carryforward. 

Under present law, if a corporation has an 
unused capital loss of only a few hundred 
dollars,'this unused loss must be carried back 
to the 3 preceding taxable years, with result­
ing refunds if there are net capital gains in 
any of the 3 years. It cannot be carried for­
ward if it can be used up on a carryback. 
This section of the bill changes existing law 
by providing that a corporation (like an in­
dividual) cannot carry back an unused capi­
tal loss unless it exceeds $10,000. 

The bill provides that the carryback is 
elective with the taxpayer, whether an indi­
vidual or a corporation. This will make the 
carryback provision less of an administrative 
burden on the Internal Revenue Service for 
in many cases the taxpayer would r·ather not 
file a claim for refund of taxes paid in a prior 
year if the loss can be used on a carryover. 

In the case of an individual, the carryover 
can be used to offset ordinary income up to 
$1,000 a year, but on a carryback the capital 
loss can be used only to offset capital ga.lns. 
In the case of the de8ith of an individual the 
bill provides that the net capital loss for the 
year of his death can be carried back even 
though the loss is less than $10,000. 

Under present law, a capital loss of a cor­
poration can be carried over only to 5 taxable 
years following the year of ' the loss. Under 
the bill, a corporation (like an individual) 
will have an unlimited carryover of a capital 
loss. 

Section 105-Capital gain and capital loss 
defined 

This section amends the Code by striking 
out the definitions of short-term and long­
term capital gains and losses since under the 
bill no distinction is made between short­
term and long-term gains and losses. How­
ever, the blll defines the terms "capital gain" 
and "capital loss" since the deduction of 
capital losses is limited as explained above. 
The bill retains the definition in existing law 
of the term "capital asset". 
Section 106-Nontaxed gains; carryover of 

basis at death 
Under present law, on the death of an in­

dividual his property receives a new basis for 
tax purposes-the fair marke1i value used for 
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purposes of the estate tax. Unrealized capital 
gains are, therefore, not taxed when the 
executor or the heirs sell any appreciated 
property held by the decedent. This sect~on 
of the bill provides for a carryover of the 
decedent's basis, but the decedent's basis in 
appreciated property is increased by its pro­
portionate share of Federal and State estate 
taxes attributable to the amount of the ap­
preciation. This section would apply to dece­
dents dying after June 30, 1975. 
Section 107-Tax treatment of gain on cer­

tain sales of patents 
Since capital losses will continue to be 

deductible only against capital gains (plus 
an additional $1,000 in the case of an indi­
vidual), it is important that ordinary income 
is not classified as capital gain income. 
Under existing law, gain on the sale by an 
individual of a patent is treated as capital 
gain even though the taxpayer is a profes­
sional inventor. This section of the bill 
repeals this provision, so that the sale of 
a. patent by the person whose personal efforts 
created the patent will be treated as ordinary 
income and not capital gain income, just as 
the sale of a copyright produces ordinary 
income under existing law. 

In addition, this section provides that cap­
ital gain treatment will not be granted in 
any case where the owner (whether a cor­
poration or an individual) of a patent 
enters into an agreement (whether or not it 
constitutes a sale, license, or assignment) 
under which the seller or assignor of the 
patent receives payments measured by a 
percentage of the selling price of articles 
produced by the buyer or transferee of the 
patent or where the amounts received by 
the seller or transferor are measured by pro­
duction, sale, or use by the assignee or licen­
see. Periodic receipts of this kind with re­
spect to the sale or transfer of a patent are 
properly treated as royalty income rather 
than capital gain income. 
TITLE n-INCOME DERIVED FROM EXTRACTION 

OF MINERALS 

Section 201-Repeal of percentage depletion 
This section of the bill repeals the allow­

ance of percentage depletion for oil and gas 
and other minerals, effective with taxable 
years beginning after December 31, 1974. 
(The Energy Tax and Individual Relief Act 
reported out by the Ways and Means Com­
mittee in 1974 would have repealed percent­
age depletton on crude oil and unregulated 
gas.) 
Section 202-Deauction of intangible drilling 

costs ana other exploration ana develop­
ment expenditures 
This section of the bill liberalizes the de­

duction of exploration expenditures for oil 
and gas. Under present law, intangible drill­
ing and deyelopment costs are deductible as 
incurred, but geological and geophysical 
costs are capital expenditures to be recovered 
through the depletion allowance (or as a 
loss upon abandonment). This section pro­
vides that all expenses incurred for the ex­
ploration and development of all minerals, 
including oil and gas, are deductible at the 
election of the taxpayer, so long as the ex­
penditures do not have the effect of shel­
tering from tax income from nonminera1 
sources. 

To deal with the problem of the tax shel­
ter, this section provides that the aggregate 
deduction for exploration and development 
of mineral properties during the taxable year 
cannot exceed the taxpayer's aggregate tax­
able income for the year from mineral prop­
erties (computed without regard to the de­
duction for exploration and development). 
Losses on drilling a dry hole, however, will 
continue to be deductible without regard to 
the limitation. Any amount disallowed as a 
deduction under this limitation will be 
treated as an amount expended in the fol­
lowing year for the exploration and devel­
opment of mineral properties. In the normal 

situation, this limitation will not limit the 
deduction in the case of the taxpayer who is 
in the business of operating mineral prop­
erties, but it will put a stop to the current 
practice of peddling drilling funds as tax 
shelters to taxpayers who are not in the busi­
ness of operating mineral properties. 
Section 203-Repeal of maximum tax on 

certain sales of oil or gas properties 
This section of the bill repeals section 632 

of ·the Internal Revenue Code which pro­
vides that the tax imposed on an individual 
on his sale of an oil or a gas property dis­
covered by him shall not exceed 33 percent 
of the selling price. (The Ways and Means 
Committee tentatively agreed to this in 1974). 
Section 204-Income from mineral properties 

located outside the United States 
Under existing law, if a taxpayer goes into 

a foreign country to explore for and develop 
oil and gas wells or a mine, the deductible 
costs of exploration and development can 
be applied against income from sources 
within the United States. If the venture is 
successful and the mineral properties pro­
duce profits, the credit for foreign income 
taxes imposed upon those profits wm, on 
the basis of past experience, completely off­
set the u:s. tax on those profits. The net re­
sult is that the United States Treasury loses 
revenue on account of the exploration and 
development in foreign countries of mineral 
properties and receives no revenue (because 
of the foreign tax credit) when the mineral 
properties produce profits. Moreover, if there 
is a loss on account of the expropriation of 
mineral properties by a foreign government, 
the deductible loss in the usual case has the 
effect of reducing the income taxes otherwise 
payable on income from sources within the 
United States. 

To eliminate the losses to the Treasury 
on account of the exploration, development, 
and expropriation of foreign mineral prop­
erties, this section of the b111 provides-

(1) a taxpayer will not include in hils tax 
return amounts derived from the operation 
of a. mineral property located outside the 
United States. 

(2) no deduction shall be allowed for 
amounts chargeable to income so excluded 
from the tax return, or for any amount ex­
pended for the exploration or development 
of any mineral property located outside the 
United States, and 

(3) losses on the sale, abandonment or 
expropriation of mineral properties located 
outside the Untted States shall be allowed 
only to the extent of gains from the sale of 
mineral properties located outside the United 
States. 

The exclusion from gross income will not 
apply to profits derived from processing min­
erals after reaching the so-called cutoff point 
used in the past for percentage depletion 
purposes. Thus, profits from transporting 
minerals or in producil.ng gasoline or refined 
metals will not be exempt. In addition, the 
exclusion from gross income will not apply 
to royalties received on mineral properties 
located outside the United States or to divi­
dends on stock of any corporation operating 
mineral properties outside the United State~. 
TITLE III-REFORM MEASURES AFFECTING PRI-

MARILY INDIVIDUALS 

Section 301-50-percent maximum rate for 
individuals 

Under present law, the maximum rate of 
tax on individuals is 70 percent. This section 
of the bill reduces the maximum rate to 50 
percent. This reduction is justified tn the 
light of the other provisions of the bill 
which broaden the income tax base, partic­
ularly the taxation of capital gains as ordi­
nary income, and the elimination of the 
tax shelters allowed under present law. 
Section 302-Credit against tax for personal 

exemptions ana nonbusiness deductions 
This section of the bill provides a. credit 

against tax for the personal exemptions and 

other personal deductions of an individual, 
including the standard deduction, in lieu • 
of the existing deductions from gross income 
for such items. Under present law, a deduc­
tion of $750 against gross income for a per­
sonal exemption is worth $525 to the tax­
payer in the highest bracket, but only $105 
to a. taxpayer in the lowest bracket. This 
section of the b111 provides that each tax­
payer will receive the same tax benefit for 
his personal exemption, and that the Treas­
ury will "contribute" the same amount to 
all taxpayers with respect to deductible ex­
penditures not connected with a trade or 
business or for the production of income. 

A credit of 24 percent of the aggregate 
amount of the personal deductions is allowed 
by this section of the bill. The personal de­
ductions include the deductions for personal 
exemptions, interest and taxes on nonbusi­
ness indebtedness (such as taxes and in­
terest on the taxpayer's home) , deductions 
for charitable contributions, and deductions 
for medical expenses. If the taxpayer would 
have used the standard deduction instead 
of itemizing his deductions, then the 24-
percent credit will be applied to the amount 
of the standard deduction the taxpayer would 
have received plus the amount of his per­
sonal exemptions. The credit will not be 
allowable with respect to alimony payments 
which would continue to be deductible from 
gross income as under existing law. 

A credit of 24 percent of the personal de­
ductions, instead of deducting such amounts 
from gross income, will reduce the income 
taxes of taxpayers in the lower brackets. For 
example, a married couple with two children 
having an adjusted gross income below 
$15,300 (and assuming nonbusiness deduc­
tions of 10 percent of income) will have a 
reduction in their income taxes. 

A limit is provided on the amount of credit 
which may be taken on account of interest 
and taxes paid on an individual's personal 
residence (or residences). Not more than 
$10,000 of such interest and taxes will qualify 
for the 24 percent credit. In the ordinary 
case this limitation wm not come into play 
unless the residence has a value of more than 
$100,000 and is he·avily mortgaged. 

This section provides that the President 
' may increase or decrease the 24-percent rate 

if he decides that it is in the public interest 
to do so. If he decides that taxes on indi­
viduals should be reduced for a temporary 
period, he could proclaim an increase in the 
24-percent rate, and if he believes that the 
taxes should be increased for a temporary 
period, he could proclaim that the 24-per­
cent rate be decreased. The increase or de­
crease, however, cannot exceed 2 percentage 
points. 

Any increase or decrease in the 24-percent 
rate by the President would not take effect 
if either House of the Congress, within a 60-
day period after announcement of the pro­
posed change in rate, passes a resolution stat­
ing in substance that a change in the 24-per­
cent rate is not favored. 

This section of the bill also provides that if 
the taxpayer is claiming a child as a de­
pendent (and thereby receiving a credit of 
$180 against tax-24 percent of $750), the 
parent shall include in his gross income any 
income received by the child during the year 
from a trust created by the parent, and also 
any dividends, interest, or royalties received 
by the child from any property given to him 
by the parent. Income which is so taxed to 
the parent would not be taxed to the child. 
This provision would not apply if the parent 
does not choose to claim the child as a 
dependent. 
Section 303_:_Denial of certain tax prefer­

ences to shareholder-employees of closely 
held corporations 
This section of the bill eliminates three 

kinds of abuses which have arisen when an 
employee owns the corporation which "em­
ploys" him. 
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A self-employed farmer cannot deduct the 
cost of maintaining his residence on the 

' farm. Such items as depreciation, repairs, 
heat, and insurance premiums on his house 
are not deductible; and he cannot deduct 
the cost of groceries consumed on the farm 
by his family. But, apparently all these per­
sonal and family expenses can be deducted 
if he incorporates-even though he elects 
subchapter S so that the corporation is not 
subject to tax. The Tax Court recently held 
that an individual owning all of the stock 
of a .corporation which owned a 35,000-acre 
ranch in Montana was not taxable on the 
value of meals and lodging furnished to his 
family on the ranch by the corporation (and 
deducted by the corporation) because ,it was 
for the convenience of his corporation that 
he and his wife lived on the ranch and oc­
cupied the ranch house. This section of the 
bill provides that a shareholder-employee of 
a corporation cannot exclude (under sec. 
119 of the Internal Revenue Code) from 
gross income the value of lodging and meals 
furnished to him by the corporation. A 
shareholder-employee is defined as an em­
ployee or officer of a corporation who owns 
5 percent or more of the stock of the cor­
poration. 

If a doctor, lawyer, or other self-em-· 
played individual incorporates his business 
and then adopts a plan for the corporation 
to pay all medical, dental and hospital bills 
of any shareholder-employee (including 
members of his family), under existing law 
the payments are deductible by the corpora­
tion and are excluded from the gross income 
of the shareholder-employee, even though 
the plan does not cover employees who own 
no stock in the corporation. This section of 
the bill provides that such family expenses 
paid by the corporation for the benefit of 
the shareholder-employee will be included in 
his gross income unless employees who are 
not shareholder-employees receive 75 per­
cent or more of all such payments made by 
t he corporation during the year. 

In the case of any self -employed person, 
his deduction for pension contributions for 
his own benefit under an H.R. 10 plan is 
limited to 15 percent of his earned income, 
with a maximum deduction of $7,500 a year. 
But, if the doctor, lawyer, dentist, or other, 
self-employed person incorporates his busi­
ness, the H.R. 10 limitations do not apply 
unless the corporation elects to be taxed 
under subchapter S. This section of the blll 
extends the rule applicable to a shareholder 
of a subchapter S corporation, and provides 
that the shareholder-employee of any cor­
poration must include in his gross income 
any amount contributed by his corporation 
for his benefit in exces of the H.R. 10 limits. 
This rule will not apply, however, if more 
than 75 percent of the contributions made 
during the year by the corporation under 
the pension plan are for the benefit of em­
ployees who are not shareholder-employees. 

Section 304-Repeal of $100 dividend 
exclusion 

This section repeals the provision in pres­
ent law that allows an individual to exclude 
from gross income $100 of dividends received 
on corporate stocks. (The Ways and Means 
Committee tentatively agreed to this provi­
sion in 1974.) 
Section 305-Limitation on deduction of 

interest on investment indebtedness 
Under existing law, if an individual's in­

~rest payments on indebtedness Incurred to 
carry property held for investment exceeds 
the sum of the investment income plus $25,­
ooo, one-half of the interest in excess of 
that sum is disallowed as a deduction. This 
section reduces the $25,000 figure to $5,000 
and provides that all-not just one-half-of 
the interest in excess of the sum of the in­
vestment income plus $5,000 is to be disal­
lowed as a deduction. The amount which is 
disallowed as a deduction will be treated as 

investment interest paid in the following 
taxable year. 
Section 306-Disallowance of expense at­

tending convention outside the United 
States 
This section disallows expenses of travel 

(including meals and lodging) of an indi­
vidual in connection with attending a con­
vention held outside the United States. As a 
general rule, such expenses are incurred pri­
marily for pleasure rather than business. 
Thus, expenses of lawyers attending the 
American Bar Convention in London in 1971 
would have been disallowed 1f the amend­
ment had been in effect. (The Ways and 
Means Committee in 1974 tentatively adopted 
a similar provision.) 
Section 307-Deductions jor expenses attrib­

utable to business use of homes, rental 
of vacation homes, etcetera 
Last year the Tax Court held that a Gov­

ernment employee could deduct part of the 
rent he paid on his apartment because he 
did some of his office work at home. The 
court also allowed a taxpayer who resided 
in Los Angeles to deduct 90 percent of 
the cost of maintaining a second home at 
Palm Springs b~ause he used the Palm 
Springs home for entertaining clients and 
prospective clients. In another case, a tax­
payer (not engaged in business) was allowed 
to deduct a portion of !'·he cost of maintain­
ing her home because she prepared her 
income tax return..; at home and kept records 
at home of her investment income and 
expenses. We learned from the report on 
former President Nixon's income tax returns 
that he deducted 25 percent of the cost of 
his apartment in New York City while 
engaged there in the private practice of law, 
and the deduction was net disallowed by the 
I.R.S. (The Ways and Means Committee in 
1974 tentatively adopted a provision to ter­
minate the allowance of deductions in such 
cases. H.R. 1040 adopts the statutory amend­
ment prepared for the Committee on this 
matter.) 

In addition, this section of the bill elim­
inates as tax shelters such items as beach 
cottages, condominiums at ski resorts, Jl':h.>Un­
tain cabins, yachts and the like, which the 
taxpayer uses for pleasure and rents when 
he can in order to obtain tax deductions 
greater than the rentals. The amendment 
would also apply to the rental of a house 
which is used by the taxpayer as his prin­
cipal place of residence. 

Under the amendment, deductions for 
depreciation, repairs, insurance, agent fees 
in handling rentals, etc., would be allowed 
as deductions only up to the amount of rent­
als received during the year reduced by in­
terest and taxes paid (and deducted) on the 
rental property. The rentals would not be 
taxed (except in the unusual case where they 
exceed all expenses) because they would be 
offset by allowable deductions; but the ex­
cess costs for repairs, depreciation, insur­
ance, etc., could not be used to shelter in­
come from other sources. 

Section 308-Farm losses 
The Tax Reform Act of 1969 provided for 

an excess deductions account in the case of 
farm losses in order to eliminate some of the 
tax shelter afforded by the use of the cash 
method of accounting in the case of farm­
ing. In order to deal more effectively with the 
problem of farm losses as a tax shelter, this 
section of the b111 provides that farm losses 
can be deducted against nonfarm income 
only to the extent of $10,000 a year. Any 
amount of a farm loss which is disallowed 
under this provision will be treated as an 
expense of farming in the following taxable 
year. 

This limitation on the deduction of a farm 
loss will not apply to a taxpayer whose non­
farm income is less than $20,000. 

Section 309--Computation of earnings and 
profits on a consolidated basis 

Some conglomerate companies have been 
paying dividends which are not fully taxable 
be·cause the parent company does not have 
sufficient earnings and profits to cover the 
distribution although the consolidated group 
had earnings and profits during the year 
greater than the amount distributed. This 
section of the bill provides that the earnings 
and profits of a parent corporation for a year 
shall not be less for dividend purposes than 
the earnings and profits of the consolidated 
group for the year. 

Section 310-Dividend on certain sales of 
stock 

The Tax Court held that if a transaction 1s 
described in section 304 of the Code (which 
can produce dividend income if stock of one 
controlled corporation is sold to another con­
trolled corporation) and is also described in 
section 351 (dealing with tax-free exchanges), 
then section 351 applies and not section 304. 
This section of the blll changes the rule of 
the Tax Court case and provides that the tax­
free provisions of section 351 do not apply to 
the extent the application of section 304 pro­
duces an amount taxable as a dividend. 

Section 311-Termination of stock option 
provisions 

Under present law, an officer of a corpora­
tion is not taxed at the time he exercises a 
quailfl.ed stock option granted him for per­
formance of services. If he sells the stock after 
3 years, the compensation is taxed only as a 
capital gain. If he holds the stock until he 
dies, the compensation is never taxed. This 
section of the bill provides, in the case of 
options granted after 1974 that the compen­
sation realized on exercise of a stock option 
will be taxed at the time of exercise as ordi­
nary income. 

The enactment of this amendment will be 
welcomed by many corporate shareholders. 
The liberal granting in the past of stock op­
tions has diluted, in some cases seriously, 
the equity ownership of shareholders of the 
companies who grant stock options. With the 
demise of tax-free stock options, manage­
ment will no longer have to explain or con­
tend to shareholders that authority t o grant 
stock options is necessary to attract or keep 
"key employees". (A similar amendment was 
tentatively adopted by the Ways and Means 
Oommittee in 1974.) 
Section 312-Disallowance of certain double 

deductions 
Present law provides that the expenses of 

administering an estate can be deducted by 
the executor on either the income tax re­
turn or the estate tax return, but not on 
both. The courts have held that expenses 
of the executor in selling property can be 
deducted in the estate tax return and can 
also be used on the income tax return as an 
offset against the selling price of the prop· 
erty. This section of the bill provides that 
such selling expenses cannot be used in the 
income tax return as an offset to the selling 
price if they are deducted as an expense of 
administration on the estate tax return. 

Section 313-Treatment of trust income 
payable to children of grantor 

Under present law, a father can, in effect, 
deduct on his income tax return gifts to his 
children if he makes a gift out of income 
from stocks and agrees to do so for at least 
10 years. To get that result, the parent need 
merely transfer stock to himself as trustee 
and agree to pay out to his children the in­
come from that stock for 10 years, at which 
time the stock will be returned to him free 
of the trust. Use of short-term trusts in this 
manner is commonplace with affluent tax­
payers ·who can afford to give some of their 
dividend income to their children. 

This section of the blll provides that the 
income of such a trust will be taxed to the 
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grantor (it he has a reversionary interest) 
so long as the income is payable to a child 
who is under the age of 21 years or who is 
attending college and is a dependent of the 
taxpayer for purposes of the credit for per­
sonal exemptions. 
Section 314-Deductible losses of limite(~,. 

partner cannot exceed investment 
Limited partnership interests in syndi­

cated tax shelters-such as drilling funds and 
real estate ventures-are being peddled with 
the sales pitch that the investor will enjoy 
a deduction on his income tax return of $2 
for every dollar he invests in the fund or the 
venture. It is possible, under existing law, for 
a limited partner to take income tax deduc­
tions (for his share of partnership deduc­
tions) in excess of the amount which he has 
contributed to the capital of the partner­
ship. This results because the existing regula­
tions provide that a .limited partner's tax 
basis wlll be increased by a portion of any 
partnership liability for which no partner has 
personal liability. 

This section of the bill provides that a 
limited partner's share of partnership lia­
bilities cannot exceed the difference between 
his actual contribution credited to him by 
the partnership and the total contributions 
he is obligated to make under the partner­
ship agreement. The effect of this amend­
ment will limit the deductions of a limited 
partner in any drilling fund or other tax 
shelter venture to the amount he is actually 
at risk. 
Section 315-Repeal of exemption for earned 

income ft·om foreign sources 
Under present law, citizens of the United 

States can exclude from gross income certain 
amounts of income they earn in foreign 
countries if they are present in the foreign 
country for 17 out of 18 months or if they 
become a bona fide resident of the foreign 
country. The exclusion is $20,000 a year if 
the taxpayer meets the 17 out of 18 month 
test and is $25,000 a year if he is a bona fide 
r esident of the foreign country. This section 
of the bill denies such exclusion from gross 
income in the case of taxable years begin­
ning after the date of enactment. The for­
eign tax credit will prevent double taxation 
of the income if the foreign country also 
taxes the earned income. (In 1974, the Ways 
and Means Committee tentatively agreed to 
phase out this exclusion.) 

Section 316-Underpayments of 
estimated tax 

This section provides that an individual 
cannot base his estimated tax payments on 
t h e prior year's tax (or at the current year's 
r ates applied to the prior year's facts) if in 
any one of the 3 preceding taxable years the 
tax shown on his return was in excess of 
$100,000. 
Section 317-Partnership to be treated as 

corporation upon filing registration state­
ment with Securities and Exchange Com­
mission 
A key element in the syndication of tax 

s helters is that the business venture is 
treated for tax purposes as a limited partner­
ship, so the tax losses can be passed through 
and be deducted by the limited partners. In 
a recent year registered filings with the 
Securities and Exchange Commission of part­
nership tax shelter offerings in oil drilling 
funds, real estate programs, cattle feeding, 
and the like, were in excess of $3.2 billion. 
Perhaps any partnership which depends pri­
marily on limited partners for the capital of 
the venture should be treated as a corpora­
tion-the limited partner is like the preferred 
shareholder of a corporation. But at a mini­
mum, any partnership which is required un­
der the securities laws to register its offer­
ings with the Securities and Exchange Com­
mission should be treated as a corporation, 
and this section of the b111 provides that if a 
:registration statement is filed with the SEC 
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after July 1, 1975, and offers units of partici­
pation or other interests in a partnership, the 
partnership shall be treated as a corporation 
for taxable years ending after the date of the 
filing of the registration statement. The en­
actment of this provision would put an end 
to the interstate sale of large syndicated tax 
shelters. 

TrrLE IV-REFORM MEASURES AFFECTING 
PRIMARILY CORPORATIONS 

Section 401-Repeal of investment credit 
The investment credit is a massive sub­

sidy to corporations for their purchase of 
machinery and equipment, nearly all of 
which would be purchased in the absence of 
the subsidy. The subsidy granted by the 
present 7 percent investment credit for the 
calendar year 1976 will amount to over $6 
billion if the credit is not repealed. This sec­
tion of the bill termina.tes the investment 
credit, effective with respect to prpperty 
placed in service on or after January 1, 1976. 

Section 402-Repeal of asset depreciation 
range system 

In 1962, the Treasury issued guidelines 
specifying the number of years over which 
different kinds of assets could be depreciated. 
Through the "reserve ratio test", a direct 
link was maintained between the deprecia­
tion claimed by taxpayers and the actual 
"wearing out" of equipment. Taxpayers were 
not allowed to depreciate for tax purposes 
more rapidly than they were actually re­
placing the equipment. 

In January, 1971, the Treasury announced 
some major changes. Businessmen were al­
lowed to take guideline lives 20 percent 
shorter than previously. Thus, an asset 
which previously had a guideline life of 10 
years could now be depreciated over 8 years. 
In addition, the reserve ratio test was re­
pealed. These changes were given legislative 
approval in the Revenue Act of 1971. 

This section repeals the ADR system and 
reinstates the reserve ratio test, for taxable 
years beginning after December 31, 1974. 

Section 403-Depreciation deduction not 
to exceed book depreciatior-

Under present law, a corporation cannot 
use the LIFO method of valuing inventories 
for income tax purposes unless it uses the 
same method in reporting its earnings to 
shareholders. The obvious rationale of this 
rule is that if LIFO is not considered by a 
corporation as a correct method for report­
ing earnings to shareholders, then that cor­
poration is not entitled to use the LIFO 
method in reporting its earnings on the tax 
return. 

For a sfmllar reason, this section of the blll 
provides that a corporation cannot take de­
preciation deductions for a taxable year in 
an aggregate amount in excess of the depre­
ciation taken into account in reporting earn­
ings for the year to shareholders. Thus, if a 
corporation on its books computes deprecia­
tion for equipment on a straight-line basis 
with a 30-year life, it cannot have a larger 
deduction on the tax return by using the 
double declining balance method or a shorter 
life. Moreover, in the case of a publicly held 
company whose annual report to sharehold­
ers is certified to by independent certified 
public accountants, it can generally be pre­
sumed that the charge for depreciation re­
corded on the books is a fair and honest esti­
mate of the actual cost of depreciation for 
the year. If a larger deduction for deprecia­
tion is allowed on the tax return, then the 
depreciation allowance becomes a subsidy 
and not a reasonable allowance for the ex­
haustion of machinery and equipment. 
-In the case of an atllliated group of cor­

porations, regulations will prescribe whether 
the report by the common parent corpora­
tion to its shareholders, rather than the re­
port of subsidiaries to the parent, will be 
taken into account for purposes of this 
amendment. 

Section 404-Deduction for repairs ztmited 
to amount recorded on books 

This section of the blll, for the reasons set 
forth in the preceding section dealing with 
depreciation, prohibits the deduction by a 
corporation of an expenditure for repairs if 
the corporation capitalizes the expenditure 
on its books for the purpose of reporting to 
shareholders its earnings and profits for th& 
year. 

Section 405-Limitations on dividends 
received deductions 

Subsection (a) of this section of the blll 
provides that the dividends received deduc­
tion cannot exceed 85 percent of taxable in­
come (computed without regard to the net 
operating loss carryback) . The chief effect of 
this is to change present law which allows 
a full deduction for 85 percent of dividends 
received if this deduction will produce or 
increase a net operating loss for the taxable 
year. The amendment also provides that any 
amount disallowed for the taxable year be­
cause of the net income limitation shall be 
allowed as a deduction for the following 
taxable year if there is su1Hcient taxable in­
come in that year. This gives the taxpayer a. 
carryover which he does not have under 
present law. 

Subsection (b) provides that dividends re­
ceived from an una1Hllated corporation shall 
be reduced (for purposes of the dividends 
received deduction) by the amount of any 
interest on indebtedness incurred or con­
tinued to purchase or carry the stock of the 
unaffiliated corporation. An unaffiliated cor­
poration is any corporation except one that 
is a component member of a controlled group 
of corporations which includes the taxpayer. 

This section of the blll also provides that 
if the aggregate amount of dividends re­
ceived during the year from una1Hllated cor­
porations (after first being reduced by any 
interest paid as provided in the preceding 
paragraph) exceeds the amount of dividends 
paid by the corporation during the tax­
able year, no dividends received deduction 
shall be allowed with respect to the excess. 
Thus, if no dividends are paid by the tax­
payer, no dividends received deduction can 
be claimed for dividends received from unaf­
filiated corporations. However, the amount 
which is so disallowed shall be treated as a 
dividend received in the following year for 
purposes of the dividends received deduc­
tion. Moreover, if dividends paid during a. 
taxable year exceed the dividends received 
during the year from una.1Hliated corpora­
tions, the amount of the excess wlll be 
treated as a dividend paid in the following 
year for purposes of the dividends received 
deduction. 
Section 406-Use of appreciated property to 

redeem stock 
Under present law, if a corporation redeems 

stock with appreciated property; gain is rec­
ognized except in certain cases. One of the 
exceptions is where stock or securities are 
distributed pursuant to a court proceeding 
under the antitrust laws. This section pro­
vides that the stock or securities must have 
been acquired before January 1, 1970, in 
order for the exception to apply. It is not be­
lieved corporations which have violated the 
antitrust laws should have a tax benefit not 
available to other corporations who distribute 
appreciated securities. 
Section 407-Recognftion of gain on sales 

in connection with certain liquidations 
If a corporation adopts a plan of complete 

liquidation and the liquidation is completed 
within 12 months, under existing law (sec­
tion 337 of the Internal Revenue Code) the 
corporation 1s not taxed on gains realized 
on the sale of property during the period of 
liquidation. Gains on sale of inventory, how­
ever, are exempt from tax only if the inven­
tory is sold in bulk to one purchaser. 

This section makes three amendments to 
section 337. First, it is provided that section 
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337 shall apply only if at the time of the 
adoption of the plan of liquidation the cor­
poration has less than 11 shareholders. 

Second, it is provided that gain on the sale 
of inventory shall be taxable even though 
section 337 otherwise applies. 

The third change deals with the problem 
which has been presented in some cases 
where shareholders of the liquidating corpo­
ration transferred, after adoption of the plan 
to liquidate and before the corporation dis­
tributes its tax-free gains, some or all of their 
stock LO tax-exempt charities (usually their 
private foundations). This amendment of 
section 337 insures that one tax will be 
imposed in such cases by providing that if 
tax-exempt organizations receive X percent 
of the amounts distributed in liquidation, 
then the same percent of the gains realized 
by the corporation during the course of the 
liquidation will be subject to tax at the cor­
porate level. 
Section 408-Denial of tax-free exchanges 

in case of investment companies 
In 1966 tax-free exchanges of appreciated 

stock for shares of mutual funds (so-called 
swap funds) were brought to an end by an 
amendment which provided that section 351 
of the Code would not apply to transfers to 
an investment company. That amendment 
did not complete the job. For years the Mas­
sachusetts Investment Trust, and other mu­
tual funds, have been issuing their shares to 
acquire all of the stock or assets of family 
held personal holding companies, and these 
exchanges are treated under section 368 as 
tax-free reorganizations. This is nothing but 
swap funding to obtain diversification plus 
a readily marketable security. The amend­
ment would make such exchanges taxable 
and it would also make mergers of two in­
vestment companies taxable. 
Section 409-Certain transactions disquali­

fied as reorganizations 
This section of the bill provides that there 

cannot be a tax-free reorganization if the 
shareholders of the smaller company involved 
in the transaction end up with less than 20 
percent of the voting stock of the surviving 
corporation in a merger or of the acquiring 
corporation in the case of a so-called B re­
organization (stock-for-stock) or a so-called 
C reorganization (stock-for-assets). If a con­
glomerate company whose stock is listed on 
the New York Stock Exchange issues less 20 
percent of its voting stock to acquire the 
stock or assets of a company whose stock is 
not listed, it is more realistic to treat the 
shareholders of the unlisted company as hav­
ing sold out for a marketable security rather 
than having taken part in a reorganization 
of their company. (A similar provision was 
contained in the House version of the In­
ternal Revenue Code of 1954.) 
Section 410-Repeal of special treatment of 

bad debt reserves of financial institutions 
This section of the bill provid·es that banks 

and other financial institutions th8!t now are 
allowed to take special deductions for re­
serves for bad debts will, in the case of tax­
able years beginning after 1975, compute any 
addition to a reserve for bad debts on the 
basis of the actual experience of the tax­
payer, the rule which is applied to all other 
corporations. 
Section 411-Repeal of ded?•.ction for Western 

Hemisphere trade corporations 
This section of the bill repeals the special 

deduction now allowed domestic corporations 
who obtain most of their income from for­
eign countries in the Western Hemisphere. 
(The Energy Tax and Individual Relief Act 
reported out by the Ways and Means Com­
mittee in 1974 would have phased out the 
lower tax rate allowed such corporations over 
a five-year period.) 
Section 412-Gain on liquidation of Puerto 

Rican subsidiary 
Under present law a corporation can or­

ganize a subsidiary, incorporated in the 

United States, for the purpose of doing busi­
ness tax-free in Puerto Rico. Under section 
931, the profits will not be taxed by the 
United States, and under the tax holiday pro­
gram offered by Puerto Rico, its profits may 
be exempt from tax by Puerto Rico for a 
period of 10 or 12 years. At the end of the 
tax holiday, the subsidiary can be liquidated 
tax-free under section 332. As a result, the 
profits earned during the tax holiday period 
and received by the parent upon the liquida­
tion are not taxed to the subsidiary or the 
parent by either government. This section 
of the bill provides that upon the liquida­
tion of the subsidiary, the gain on the liqui­
dation will be taxable to the extent of the 
earnings and profits of the subsidiary ac­
cumulated during the period it was exempt 
from tax under section 931. 

Section 413-Taxation of undistributed 
· profits of foreign corporations 

At the present time, American corpora­
tions do not have to pay income taxes to 
the Federal Government on the earnings of 
their controlled foreign subsidiaries so long 
as the earnings are undistributed. These 
earnings, however, are generally taken into 
account by the parent company in reporting 
earnings to its shareholders. This tax de­
ferral constitutes an important incentive for 
U.S. corporations to set up plants in foreign 
countries. This section of the bill provides 
for the taxation on a current basis of the 
undistributed earnings of controlled foreign 
corporations. 
Section 414-Repeal of the tax exemption for 

a DISC 
A U.S. corporation can now set up a paper 

corporation (known as a DISC) and escape 
the corporate income tax on one-half of its 
profits from exports by channeling the sales 
through the DISC. This section of the bill 
would repeal the tax exemption for DISC 
corporations and thereby increase revenues 
by approximately $1 billion a year. 

Section 415-Involuntary conversions 
This section provides that if gain on an 

involuntary conversion of property is not rec­
ogniZed because the taxpayer purchases stock 
of a corporation owning property of the kind 
which was converted, the basis of that prop­
erty in the hands of the corporation shall 
be reduced by the amount of gain not rec­
ognized on account of the purchase of the 
stock. 
Sectton 416-Computation of underpayments 

of estimated tax 
This section of the bill provides that a 

corporation cannot compute its estimated in­
come tax payments on the basis of the prior 
year's tax (or on the basis of the prior year's 
facts and the current year's rates) if in any 
one of the 3 preceding taxable years the tax 
shown on its return was in excess of $300,000. 
TITLE V-REFORMS AFFECTING INDIVIDUALS AND 

CORPORATIONS 

Section 501-Minimum tax 
This section makes a number of changes in 

the minimum tax. First, it repeals the provi­
sion of existing law that allows regular in­
come taxes to be deducted from the items of 
tax preference. Second, the $30,000 exemp­
tion for tax preferences is reduced by the 
bill to $12,000. 

Third, the following items are added to 
the list of items which constitute tax pref­
erences: 

( 1) Deduction of intangible drilling and 
development costs for oil and gas wells. 

(2) Deduction of exploration and develop­
ment costs in the case of mines. 

(3) Tax-exempt interest on State and local 
bonds (issued_ before January 1, 1976). 

(4) The credit against the United States 
tax allowed for foreign income taxes. 

(5) The amount of amortization for coal 
mine safety equipment. 

Another provision 1s added to avoid a tax 
on an item of preference if the taxpayer ob• 

tained no tax benefit from the item. This 
provision will permit a taxpayer to elect to 
waive a deduction for an item of tax prefer­
ence, in which case the item would not be 
taken into account for the minimum tax. 
However, such waiver can be made only at 

ll!;;uch time and subject to such terms and 
conditions as may be set forth in regulations 
promulgated by the Secretary or his delegate. 

Finally, this section of the bill strikes from 
existing law the provisions which treat tax 
preferences attributable to foreign sources 
more favorably than preferences attributable 
to sources within the United States. 
Section 502--..!Shareholder use of corporate 

property 
Considerable uncertainty exists over the 

tax treatment of interest-free loans froxr. a 
corporation to its controlling shareholders 
and the rent-free use by shareholders of cor­
porate property. The Tax Court has ueld that 
an interest-free loan produces no taxable 
income to the shareholder or the corpora­
tion, even though the funds loaned by the 
corporation were producing taxable income 
prior to the loan. This section of the b1ll 
provides that an interest-free loan or a rent­
free use of corporate property by a con­
trolling shareholder shall be treated in the 
same manner as if the shareholder paid to 
the corporation a reasonable rate of interest 
on the loan, or a reasonable rent for use of 
the property, and as 1f the corporation then 
made a cash distribution of a like amount 
to the shareholder. 

Section 503-Deduction for depreciation 
based on equity in rental real estate 

This section provides that in the case of a 
building which the taxpayer rents to others, 
the deduction for depreciation cannot exceed 
the taxpayer's equity in the building and the 
land. That is, no additional deductions for 
depreciation will be allowed (including ex­
isting buildings) to the extent it would re­
duce the adjusted basis of the building be­
low the unpaid balance of the mortgage on 
the land and building (minus the tax cost of 
the land). However, until the depreciation 
deductions equal the equity, the depreciation 
would be computed on the entire cost of the 
building and not on the amount of the 
equity. This amendment would not 9.pply to 
a building if the primary use is by the tax­
payer and not the tenants. This amendment 
would reduce the attractiveness of real estate 
ventures as tax shelters for investors. 
Section 5·04-Charitable gifts of appreciated 

property 
Under existing law, if capital assets which 

have appreciated in value are given to a 
private foundation, the charitable deduction 
is reduced by one-half of the long-term 
capital gain the individual would have had 
if he had sold the property at fair market 
value. However, in the case of gifts of non­
capital assets to any charitable organiza­
tion, the amount of the charitable deduction 
is reduced by the amount of the ordinary 
gain the taxpayer would have received if he 
had sold the property at fair market value. 
Since title I of the bill eliminates the 
preferential treatment of capital gain in­
come, this section of the bill provides that if 
appreciated property (whether or not a cap­
ital asset) is contributed to any charitable 
organization, the amount of the charitable 
contribution shall be reduced by the amount 
of gain which would have been realized if 
the property contributed had been sold by 
the taxpayer at its fair market value (de­
termined at the time of such contribution). 
In computing the amount of such gain, there 
will be excluded the amount of any gain 
which is exempt from tax under the provi­
sions of section 1202 of the Code, as amended 
by section 102 of this bill. 
Section 5'05-Capital expenditures in devel­

oping fruit or nut groves or vineyards 
Present law requires the capitalization of 

expenditures incurred during the develop­
ment stage in planting citrus or almond 
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groves. This section of the bill extends the 
rule of capitalization of expenses incurred 
before the time when the productive stage 
is reached in the case of any other fruit or 
nut grave or any vineyard planted after 
June 30, 1975. 
Section 506-Interest and taxes during con­

struction ot rental property 
A major segment of the tax shelter af­

forded by rental real estate is the allow­
ance under existing law of a deduction for 
interest and taxes incurred during the con­
struction period of the building. This section 
of the bill provides that such interest and 
taxes cannot be deducted, but are to be added 
to the cost of the building and recovered 
through depreciation allowances, over the 
life of the building. 
Section 507-Treatment of prepaid interest 

A distortion of taxable income can occur 
when there is a substantial prepayment of 
interest by a taxpayer who computes his tax 
under the cash receipts and disbursements 
method of accounting. (In 1974, the Ways and 
Means Committee tentatively adopted a pro­
vision to require the deduction of prepaid 
interest only by the accrual method of ac­
counting. H.R. 1040 adopts the statutory lan­
guage prepared for the Ways and Means 
Committee on this item.) 
Section 508-Repeal oj tax exemption for 

ships under foreign flag 
This section of the blll repeals the provi­

sions of existing law which state that a non­
resident alien or a foreign corporation (even 
though 100 percent owned by a U.S. cor­
poration or an American citizen) is not tax­
able on income derived within the United 
States from the operation of ships docu­
mented under the laws of a foreign country 
which grants an equivalent exemption to 
United States citizens or corporations. 

Section 509-Limitations on foreign tax 
credit 

The first amendment made by this section 
of the bill provides that a foreign tax credit 
shall not be allowed for any foreign tax on 
income which is excluded from the taxpay­
er's gross income so far as the Federal in­
come tax is concerned. In addition, any for­
eign income tax paid on a gain realized by 
an individual or domestic corporation which 
is not recognized under the Internal Reve­
nue Code would likewise be a noncreditable 
tax. The basic rationale for this amendment 
is that the foreign tax credit is supposed to 
eliminate double taxation on income. If the 
United States does not tax the income, there 
is no reason to give a credit for the foreign 
tax paid on that income by the taxpayer. 

The second amendment made by this sec­
tion provides that the foreign tax credit 
shall be subject to both the per country lim­
itation and the overall limitation. This was 
the applicable rule from 1932 to 1954. 

The third amendment made by this sec­
tion provides two new rules with respect to 
the treatment of certain gains on the sale of 
property for foreign tax credit purposes. The 
first rule is that in computing taxable in­
come for purposes of the per country and 
overall limitations, there shall be excluded 
any gain on the sale of a capital asset, or 
property used in a trade or business, if such 
gain is treated as income from sources out­
side the United States unless the gain is 
taxed by a foreign country. Most gains on 
sales of such property are not taxed by for­
eign countries and treating such gains as 
foreign income for purposes of the limita­
tions can result in a reduction of the tax 
which the Federal Government collects on 
income of the taxpayer from U.S. sources. 

The second rule added by the amendment 
is that for purposes of the limitations the 
U.S. tax (against which credit can be taken) 
shall be reduced by the U.S. tax on any gain 
excluded from taxable income under the first 
rule described above. 

TITLE VI-ESTATE TAX AMENDMENTS 

Section 601-Integration of estate tax rate 
with inter vivos gifts 

The main defect of the present estate and 
gift tax system is that it discriminates in 
favor of those who give away their wealth 
partly through lifetime gifts and partly at 
death, as against those who pass on all their 
wealth at death. In part, this is because both 
the gift tax and estate tax schedules are 
progressive. Thus, the man who transfers 
property both by gift and at death gets to 
start at the bottom of two separate, progres­
sive rate structures. In practice, as pointed 
out in the 1968 Treasury Studies and Pro­
posals, this is primarily of benefit to the very 
rich. 

Thus, if a decedent made gifts of $2 mil­
lion during his lifetime and leaves $3 million 
at his death, the rate of tax on the $3 million 
starts with the bottom tax brackets and pro­
duces a much smaller tax than would be 
:produced if the $3 million were "stacked" on 
top of the $2 mlllion lifetime gifts. The re­
sult is that wealthy individuals can sub­
stantially reduce the tax on transfers of 
property by making substantial gifts during 
lifetime. 

This section of the b111 would integrate 
the estate tax rate with inter vivos gifts so 
that the tax brackets for property trans­
ferred at death are determined by the 
amount of taxable gifts made during the de­
cedent's lifetime (and after 1975) . Under 
this amendment, a tentative tax is first com­
puted on the amount of the taxable estate 
at death increased by the amount of the tax­
able lifetime gifts (made after 1975/ plus the 
gift tax paid by the decedent on those gifts. 
Then, a second tentative estate tax is com­
puted on an amount equal to such gifts 
plus the gift taxes paid. The difference be­
tween the two tentative taxes constitutes the 
estate tax payable on the property trans­
ferred at the time of death. 
Section 602-Transfers taking effect at death 

Before the enactment of the 1954 Code, if 
a taxpayer transferred property to a trust 
which provided that the income should be 
accumulated during the grantor's life and 
upon his death the trustee should pay the 
corpus and accumulated income to his chil­
dren, such a transfer was included in the de­
cedent's gross estate as a transfer taking 
effect at death. The 1954 Code provided that 
such a transfer will be included in the gross 
estate only if the decedent retained a re­
versionary interest equal to 5 percent of the 
value of the property. This section of the 
bill strikes out the 5-percent reversionary 
interest test since it is completely a non­
sequitur in a statute which imposes an estate 
tax on a lifetime transfer of an interest 
which can be possessed or enjoyed only by 
surviving the transferor. This amendment 
would apply to transfers made after Decem­
ber 31, 1974. 
Section 603-Life insurance included in gross 

estate 
Prior to the 1954 Code, life insurance on a 

decedent's life was includible in his gross 
estate to the extent he paid the premiums on 
the policy. In such a case it was immaterial 
whether he had given the policy to members 
of his family before his death. This section 
of the bill restores the premimum payment 
test in the case of life insurance, so that the 
in.surance will be included in the insured's 
gross estate in the ratio that the premiums 
paid by the decedent on the insurance policy 
bears to all premiums paid on that policy. In 
applying this rule the premiums paid by the 
decedent before January 1, 1975, shall not be 
included in the numerator of the fraction 
but would be included in the denominator. 
Section 604-Charitable deductions in the 

case of estate tax 
The first amendment made by this se.ction 

of the bill places a limitation on the char1-

table deduction for estate tax purposes, simi­
lar to what we have for the income tax. 
Under present law, a decedent can give 
his entire estate to a private foundation 
created by his will, and no Federal estate 
tax will be imposed. This amendment pro­
vides that the aggregate charitable deduction 
shall not exceed 50 percent of the gross es­
tate reduced by the debts of the decedent 
and the expenses of administration. , 

The second amendment deals with the in­
terplay of the charitable deduction and the 
marital deduction for es·tate tax purposes. 
The marital deduction cannot exceed 50 per­
cent of the adjusted gross estate (gross es­
tate less debts, losses, and expenses of ad­
ministration). Ca.ses have arisen where exec­
utors have claimed, in order to raise the 
amount of the adjusted gross estate for pur­
poses of the marital decl.uction, that trans­
fers made to charities during the decedent's 
lifetime were includable in the gross estate. 
Increasing the gross estate for such lifetime 
transfers produced no estate tax for the 
charitable deduction was increased by the 
s;une amount, but a larger maximum deduc­
tion was allowed for bequests to the sur-. 
viving spouse. This amendment provides that 
in computing the adjusted gross estate there 
shall be excluded any transfer made by the 
decedent during his lifetime if an estate tax 
charitable deduction is allowed for that 
transfer. 
Section 605-Charitable deduction for gift 

tax purposes 
Since the enactment of the Tax Reform 

Act of 1969, a gift tax is imposed in certain 
cases if the donor gives an interest in prop­
erty to charity but retains for himself an in­
terest in the same prope·rty. Thus, if a valu­
able painting is given to the National Gal­
lery of Art subject to the right of the donor 
to retain possession of the painting for his 
lifetime, a charitable deduction is not al­
lowed for either the income tax or the gift 
tax. While a deduction for income tax pur­
poses in such a case is properly disallowed, 
it is not believed a gift tax should be imposed 
on the gift to charity, so long as no third 
party is given an interest in the painting. 
This section of the bill amends section 2522 
(c) of the Internal Revenue Code of 1954 to 
allow a charitable deduction for gift tax pur­
poses in such a case. The amendment pro­
vides, however, that if the donor, after mak­
ing such a gift to charity, thereafter trans­
fers the interest he retained to a third party 
(not a charity), the donor shall then be con­
sidered as having made the transfer to char­
ity and the third party at the same time, so 
that a gift tax would be imposed on the in­
terest transferred to charity. 

TITLE VII-STATE AND LOCAL OBLIGATIONS 

Section 701-Repeal of exemption for interest 
on new issues of State and local bonds 
This section of the bill provides that inter­

est on State and local bonds issued after 
December 31, 1975, will not be exempt from 
Federal income taxation. In the case of in­
terest on State and local obligations issued 
before January 1, 1976, such interest will 
continue to be exempt from taxation, but 
section 501 of the bill provides that such in­
terest will be treated as an item of tax pref­
erence for purposes of the minimum tax. 
Section 702-United States to pay 40 percent 

of interest yield on State and local obliga­
tions 
This section provides that the Federal Gov­

ernment will pay 40 percent of the interest 
yield on State and local obligations issued 
after December 31, 1975. A similar provision 
was ln the Tax Reform Act of 1969 as it 
passed the House. The payment of interest 
by the Federal Government will not apply in 
the case of any industrial development bond 
(as defined in section 103(c) (2) of the In­
ternal Revenue Code) . This section provides 
that upon the request of the State or local 
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government, the liability of the United 
States to pay interest to the holders of the 
bond shall be handled through the assump­
tion by the United States to pay a. separate 
set of interest coupons issued with the bond. 
Otherwise, the obligation of the United 
States to pay 40% of the interest yield will 
be made directly to the issuer of the obliga­
tion. 
TITLE VIII-WITHHOLDING OF INCOME TAX ON 

DIVIDENDS AND INTEREST 

Section 801-Withholding of income tax at 
source on dividends and interest 
Income taxes are now deducted and with­

held on payments of wages and salaries but 
not on dividends or interest. In 1962, the 
Ways and Means Committee decided, as a 
matter of fairness, that recipients of divi­
dends and interest should pay their taxes no 
less than those who receive wage and salary 
income and the tax should be paid just as 
promptly. The Revenue Bill of 1962, as passed 
by the House, provided for the withholding 
of tax on dividends and interest, and this 
section of H.R. 1040 contains provisions sub­
stantially identical to the withholding pro­
visions in the 1962 bill. In 1962, the com­
mittee estimated that such withholding of 
tax would increase annual tax collections by 
about $650 mlllion. With the great increase 
since then in the amount of dividend and 
interest payments, it is believed that the 
withholding of tax on such income would now 
increase revenues more than $1 billion 
annually. 

TABLE I.-FEDERAL INDIVIDUAL INCOME TAX BURDEN IN 
1973 UNDER PRESENT LAW AND UNDER A PROPOSAL TO 
SUBSTITUTE A 24-PERCENT TAX CREDIT FOR THE $750 
PERSONAL EXEMPTION AND FOR NONBUSINESS DEDUC­
TIONS I-SINGLE PERSON 

Adjusted gross income t 

Assuming nonbusiness deductions of 
10 percent of income: 

ti:~~~~:::: = :::::::: = =::: =::::: =: 

IS~~~~~~:jjjjjj:jjj~:jjj~jjjj 
$7,500 ___ -------- --- ----- --------

n~~g~==== = = ==== ===== = == = = ===== = $15,000 ___ ------- ------- - --------
$17 ,500 __ ---- -- ------------------
$20,000 ___ -----------------------
$25,000 ___ - ----------------------
$30,000 ___ ----- ------------------
$40,000 •• ------------------------
$50,000 __ --- ---- ----------------­

Assuming nonbusiness deductions of 18 
percent of income: 

$2,050 8 ______ -- ------- -----------

~~:~~~·--=== = = = = = = = = = = = = = = = = = = = = = = $3,000 ____ - ----------------------
$3,500 •• -------------------------

rs:~~~=== = = = = = = == = = = = = = = = = = = = === = $7,500 _________ --------- ·---- ----
$8,165 ·---- -- --------- ----------
$10,000 __________ ----------------
$12,500 .. ------------------------

~B:~~~=== = == ===== === ============ $20.000 ___ - ----------------------
$25,000 ___ --- --------------------
$30,000 ___ --------- --------------
$40,000 ____ ---- ---- -- ----------- -
$50,000 ____ ---- ------------------

Income tax 

Under 
present 

law 

0 
$63 
131 
138 
217 
302 
491 
995 

1, 107 
1, 530 
2, 059 
2, 703 
3,443 
4, 255 
5, 895 
7 703 

11, 915 
16, 415 

0 
63 

131 
138 
217 
302 
491 
984 

1, 098 
1, 458 
1, 965 
2,509 
3,094 
3, 722 
5,140 
6, 730 

10,315 
14,415 

Under 
the pro­

posal 

0 
0 
0 

$8 
103 
198 
408 
978 

1,107 
1, 550 
2,145 
2,860 
3,680 
4, 570 
6,410 
8,490 

13,250 
18, 810 

0 
0 
0 
8 

103 
198 
408 
966 

1,098 
1, 478 
2, 055 
2,692 
3, 404 
4,186 
5,930 
1, 914 

12,482 
17,850 

I These burdens have been computed without use ot the 
optional tax table. 

2 Wages and salaries. 
a Higllest level at which there is no tax under present law. 
• Highest level at which there is no tax under the proposal. 
& Level at which tax is the same under present Jaw and under 

the proposal. 

TABLE 2.-FEDERAL INDIVIDUAL INCOME TAX BURDEN IN 
1973 UNDER PRESENT LAW AND UNDER A PROPOSAL TO 
SUBSTITUTE A 24-PERCENT TAX CREDIT FOR THE $750 
PERSONAL EXEMPTION AND FOR NONBUSINESS DEDUC­
TIONS I-MARRIED COUPLE WITH NO DEPENDENTS 

Adjusted gross incomel 

Assuming nonbusiness deduction of 10 
percent of income: 

$2,800 3_---- ------ -- ------------
$3,000 ___ - -- -------- - ------------
$3,500 __ _ - -----------------------
$4,000_ ----- ----- ---------------
$"-.274 4 _____ - --------------------

$5,000 __ _ - -----------------------
$7,500 ___ - ----- ------------------
$10,000 __ __ - ---------------------
$12,500 ______ --------------------
$14,333 & _____ ---------- - ---------
$15,000 ___ - ----------------------
$17,500 •. --- ---------------------
$20,000 ___ - ----------------------
$25,000 ___ -----------------------
$30,000 ___ -----------------------
$40,000_ ------------------------
$50 000 . ------- - -------------­

Assuming nonbusiness deductions of 18 
percent of i nco.me: 

$2,800 3 -----------------------
$3,000 ___ _ -----------------------
$3,500 ___ ------ ------ - ~- ---------
$4,000 ____ ------- --- ----- ---- ----
$4,274 ·- ------ -------------------
$5,000 ____ ---------- -J----- ------
$7,500 __ --- ----- -----------------
$10,000 ___ ----- ------------------
$12,500 ___ --- --------------------
$14,773 & ___ - ---------------------
$15,000 _____ ---------------------
$17,500 _______________ -----------
$20,000 __ ------------------------
$25,000 __ ---------- --------------
$30,000 _______ -------------------
$40,000 ______ --------------------
$50,000.--- ----------------------

Income tax 

Under Under 
i)resent 

Jaw 
the pro-

posal 

u 0 
$28 0 
98 0 

170 0 
211 0 
322 $138 
753 613 

1,190 l, 100 
1, 'l28 1, 575 
2,003 1, 003 
2,150 2, 170 
2, 760 2,840 
3,400 3, 540 
4, 700 5, 060 
6, 200 \i, 800 
9, 710 10,820 

13, 820 15,500 

0 0 
28 0 
98 0 

170 0 
211 0 
322 13~ 
744 601 

1,133 1,028 
1, 545 1, 485 
1, 955 1, 955 
1, 99ti 2,002 
2, 473 2,564 
2,985 3,15€ 
4,100 4,580 
5, 372 6, 224 
8, 387 10,052 

11,915 14, ~ 40 

1 These burdens have been computed without use of the 
optional tax table 

' Wages and salaries. 
3 Highest level at which there is no tax under present law. 
• High level at which there is no tax under the proposal. 
s Level at which tax is the same under present law and under 

:he proposal. 

TABLE 3.-FEDERAL INDIVIDUAL INCOME TAX BURDEN 
IN 1973 UNDER PRESENT LAW AND UNDER A PROPOSAL 
TO SUBSTITUTE A 24-PERCENT TAX CREDIT FOR THE 
$750 PERSONAL EXEMPTION AND FOR NONBUSINESS 
DEDUCTIONS I-MARRIED COUPLE WITH 2 DEPENDENTS 

Adjusted gross income 2 

Assuming nonbusiness deductions of 10 
percent of income: 

~~:g~~-s _____ ~:: ~: ~ ~ ~ ~ ~ ~:: ~:: ~ ~ ~ =~: ~ 
$6,168 4---------- ------- --------
$7 ,500 ____ - ----------------------
$10,000 ____ ----------------------

lil'ii~j :;:~ :::::::;~;~:~:;~~ 
Assuming nonbusiness deductions of 

18 percent of income: 

~~:g~~~-3::=== = = = = = = = = == = = = = = = = = = == 

nb~~~~=== = == = = = ~ = = = = = = = = == == == = = $12,500 ___ ---- -------------------
$15,000 __ ___ - --------------------

n~:~~~-~--~~= = = = = = = = = = = = == = = = = = = = = 
~~g:888::: = = = = = = = = = == == == ==== = = = = 

i!~:~~t~= ~ = = = = = = = ~ == = = = = = = ~ = == = = 

Income tax 

Under Under 
present the pro-

law posal 

0 0 
$98 0 
270 0 
484 $253 
905 740 

1, 309 1, 215 
1, 820 1, 810 
1, 893 1, 893 
2, 385 2, 480 
3, 010 3,180 
4,240 4, 700 
5, 660 6, 440 
9,080 10,460 

13, 100 15, 140 

0 0 
98 0 

270 0 
476 241 
848 668 

1, 238 1, 125 
1, 666 1, 642 
1, 830 1, 830 
2,117 2, 204 
2, 610 2, 796 
3,680 4, 220 
4,892 5, 864 
7, 802 9,692 

11,240 14, 180 

t These burdens have been computed without use of the 
optional tax table. 

2 Wages and salaries. 
3 Highest level at which there is no tax under present Jaw. 
• Highest level at which there is no tax under the proposal. 
• Level at which tax is the same under present Jaw and under 

the proposal. 

TABLE 4.-FEDERAL INDIVIDUAL INCOME TAX BURDEN IN 
1973 UNDER PRESENT LAW UNDER A PROPOSAL TO SUB· 
STITUTE A 24-PERCENT TAX CREDIT FOR THE $750 PER­
SONAL EXEMPTION AND FOR NONBUSINESS DEDUC­
TIONS I-MARRIED COUPLE WITH 4 DEPENDENTS 

Adjusted gross income' 

Assuming nonbusiness deductions of 10 
percent of income: 

$5,800 s _______ -------------------
$7,500 ••••••••• -----------------­
$8,055 4--------------------------
$10,000 ____ ------------ ---- ------
$12,500 ____ - ---------------------
$15,000 _______ ----- --------------
$16,167 ! ______ ----- --------------

$17 ,500 ___ - ----------------------
$20,000 ___ -----------------------
$25,000 _____ ---------------------
$30,000 ••• - ----------------------
$40,000 ___ -----------------------
$50,000 _____ - --------------------

Assuming nonbusiness deductions of 18 
percent of income: 

$5,800 3-------------------------­
$7,500_ --------------------------
$8,258 '------ --------------------
$10,000 _____ -------- -------------
$12,500 ___ -- ------- --------------
$15,000.------- -- ------ --- --- ----
$16,489 l ______ --- -- -- - --- --------
$17,500 _____ --- ------------------
$20,000 ___ ----------------- -- ----
$25,000_ -------------------------
$30,000.----------------------- -­
$40,000_ -------------------------
$50,000 _____ --------.------------

Income tax 

Under Under 
present 

Jaw 
the pro-

posal 

0 0 
$245 0 

331 0 
620 $380 

1, 024 855 
1,490 1, 450 
1, 747 1, 747 
2,040 2,120 
2,635 2,820 
3,820 4, 340 
5,180 6,080 
8,465 10, 100 

12,380 14,780 

0 0 
238 0 
334 0 
569 308 
953 765 

1,342 1, 282 
1,605 1, 605 
1, 787 1, 844 
2,238 2,436 
3,260 3,860 
4,412 5,504 
7,217 ~.332 

10,565 13,820 

1 These burdens have been computed without use ot the 
optional tax table. 

• Wages and salaries. 
3 Highest level at which there is no tax under present !aw. 
• Highest level at which there is no tax under the proposal. 
; Level at which tax is the same under present aw and under 

the proposal. 

THE HEALTH SECURITY ACT OF 
1975 <H.R. 21) 

<Mr. CORMAN asked and was given 
permission to extend his remarks at this 
point in the RECORD and to include ex­
traneous matter.) 

Mr. CORMAN. Mr. Speaker, the 
Health Security Act of 1975 that I am 
introducing today, along with 56 Mem­
bers of the House of Representatives, 
represents more than 4 years of intensive 
study, development, and refinement by 
the Committee for National Health In­
surance. This committee consists of 100 
American leaders from many fields, in­
cluding citizen and church groups, labor 
and consumer organizations, health pro­
fessionals and political leaders. 

House cosponsors of the Health Se­
curity Act of 1975 include at the present 
time: Mr. GREEN, Mr. HELSTOSKI, Mr. 
RANGEL, Mr. STARK, Mr. MIKVA, Ms. AB­
ZUG, Mr. ADDABBO, Mr. ANDERSON of Cal­
ifornia, Mr. ANNUNZIO, Mr. AsHLEY, Mr. 
BADILLO, Mr. BINGHAM, Mr. BOLLING, Mr. 
BROWN of California, Mr. CARNEY, Mrs. 
CHISHOLM, Mr. CLAY, Mr. CONYERS, Mr. 
DANIELS of New Jersey, Mr. DIGGS, Mr. 
DRINAN, Mr. EcKHARDT, Mr. EDWARDS of 
California, Mr. EILBERG, Mr. FAUNTROY, 
Mr. FORD of Michigan, Mr. FRASER, Mr. 
HARRINGTON, Mr. r::::AWKINS, Mr. HECHLER 
of West Virginia, Ms. HOLTZMAN, Mr. 
HOWARD, Mr. KOCH, Mr. LEHMAN, Mr. 
McCORMACK, Mr. McFALL, Mr. MACDON­
ALD, Mr. MADDEN, Mr. ~EDS, Mr. MoAK­
LEY, Mr. Moss, Mr. MURPHY of New 
YORK, Mr. NEDZI, Mr. NIX, Mr. 0BERSTAR, 
Mr. PEPPER, Mr. RODINO, Mr. ROSENTHAL, 
Mr. ROYBAL, Mr. STGERMAIN, Mr. SEIBER­
LING, Mr. STOKES, Mr. STUDDS, Mr. 
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THOMPSON, Mr. UDALL, and Mr. VAN 
BEERLIN. 

This legislation, and the national 
health insurance program it proposes, 
reflects two fundamental beliefs and ob­
jectives: First, every American should 
be assured access to comprehensive 
health care-financial and residential 
barriers to complete medical needs must 
be eliminated; and, second, along with 
eliminating financial and residential 
barriers to needed health care, a na­
tional health insurance program must 
introduce improvements in the organiza­
tion, delivery and general quality orf 
health care. 

The health security program that this 
legislation would establish is needed not 
because we, as families or a nation, need 
to spend more money than we are al­
ready spending to obtain needed health 
and medical care. We are already spend­
ing more per capita and using more of 
our Nation's resources for health pur­
poses than any other nation in the world. 
We do not need to spend more-but we 
desperately need to spend the Nation's 
and each family's health care dollars 
more effectively and less wastefully. 

In fiscal year 1974, for example, total 
health costs in the United States were 
$104 billion, an increase of 10 percent 
over fiscal year 1973. This was during a 
period of price controls. Following the 
lifting of controls on April 30, 1974, 
health cost inflation accelerated to an 
annual rate of 18 percent, much faster 
even than the general inflation. 

During the previous 5 years, total 
health costs for the country increased 
an average of 12.8 percent a year. ·The 
total cost increase during the past 8 
years was over $56.1 billion-from $47.9 
billion in fiscal year 1967 to $104 billion in 
fiscal year 1974. Thus, the Nation's total 
health bill jumped well over 100 percent 
in 8 years. 

We simply can no longer afford the 
existing methods of getting and paying 
for health care. Soaring medical costs 
have outstripped the general economic 
growth rate and surpassed increases in 
wages. National health insurance is an 
issue today because of the rapid and un­
controllable increases in medical costs 
under the existing arrangements. 

Over the long run, by revitalizing the 
existing health care system and ending 
the runaway costs of health care, the 
health security program would be far 
less expensive than the amount we would 
spend if the present arrangements were 
to continue. 

Despite the fact that we spend more 
than any other nation on health care, 
millions of American families cannot af­
ford or do not have access to needed 
medical treatment. 

After 30 years of trying, private health 
insurance has failed to come even close 
to meeting the Nation's need for health 
protection. At the present time, private 
insurance pays no more than one-third 
of the Nation's total health costs. About 
40 million Americans have no health in­
surance. In the next few months they 
will be joined by additional m1llions of 
unemployed workers who will lose their 
private insurance coverage as a result 
of recent job layoffs. In other words, be-

cause of current economic conditions, 
millions of families will lose the health 
protection that was contingent upon 
their employment. U1;1der health secu­
rity they would be assured that their 
health needs would continue to be met, 
even during times of unemployment, and 
without a demeaning means test or other 
conditions. 

Thirty years of experience has pro­
vided clear indication that a system of 
private health insurance will not provide 
universal coverage and cannot effectively 
contain or direct health expenditures. If 
the private health insurance industry 
gave any indication that it could work, 
or that it could provide an efficient health 
system assuring all citizens equal access 
to comprehensive medical care, we would 
not be discussing national health insur­
ance at the present time. 

Despite medicare, medicaid, and other 
governmental attempts in recent years 
to help people finance needed medical 
care, many of the elderly, disabled, and 
poor in this country are still forced to go 
without needed medical treatment. Low­
income Americans-especially if they are 
from minority groups-receive less med­
ical care, are less likely to have health 
insurance coverage, and are generally 
less healthy than middle- and high­
income Americans. 

The existing mix of private insurance 
and Government programs maintains 
large gaps, in terms of people and med­
ical services covered. The result has pro­
duced intolerable inequities in the avail­
ability, cost, and quality of health care. 
National health insurance will be a dis­
mal failure if it does not remove these 
inequities. A primary objective of health 
security is to make available to the el­
derly and poor the same quality of health 
care that is available to any other 
American. 

Existing private and Government pro­
grams provide financial incentives for 
people to use the most expensive com­
ponents of our health system, such as 
hospitalization, while failing to encour­
age less expensive and more desirable 
forms of preventive medicine and out­
patient care. 

There are unnecessary inefficiencies, 
waste and administrative costs and com­
plexities in the fragmented, disorganized, 
and inadequately regulated combination 
of private insurance and Government 
programs. 

The fragmentation of the current sys­
tem defies attempts to control runaway 
inflation in health costs or regulate the 
quality of medical care provided. 

Dozens of different health insurance 
programs have been developed to deal 
with some or all of these programs. The 
most prominent of these proposals would 
guarantee increased profits for all seg­
ments of the health care industry, and 
guarantee a continuation of double-digit 
inflation in health care costs. They would 
retain the complexities, inefficiencies, 
potential for abuse, and undesirable in­
centives that exist under current private 
and governmental programs. They would 
not guarantee that needed health care 
would be available and obtainable for · 
everyone. 

The Health Security Act is the only 

proposal that would establish a broad 
system of health care financed and ad­
ministered by the social security system. 
The aim of the program is to improve 
and protect the health of all Americans, 
while maintaining health expenditures 
within reasonable limits. A central ob­
jective of health security is to stop the 
rampant inflation in health costs we have 
experienced in recent years. 

National health insurance is needed 
because many families presently cannot 
afford or obtain needed health care. In­
itially, as these families gain access to 
needed care under health security, some 
increase in the Nation's total health ex­
penditures can be expected. The increase, 
however, would not be substantial. The 
American people would spend approxi­
mately the same amount of money, in 
terms of total dollars spent for health 
and medical care under health security 
as they · are now spending. Total health 
costs would be distributed through an 
equitable and proven national insurance 
system of shared health costs adminis­
tered by the Social Security Administra­
tion. The health costs of each family 
under health security would be predict­
able from year to year. All individuals 
would be assured access to needed care 
and would pay for complete medical 
treatment when they are well and work­
ing before illness strikes. 

Health security is the only health pro­
gram that, in the long run, would pro­
vide realistic mechanisms for effectively 
containing and directing the Nation's 
health expenditures. Through a long­
range process that requires hospitals and 
physicians to set their prices in advance 
and then stick to them, the Nation's 
health costs would be effectively regu­
lated and could be directed to meet our 
changing health needs. By encouraging 
prepaid health programs, or health main­
tenance organizations, preventive medi­
cal care, early diagnosis and office or out­
patient treatment-where possible-it 
would substantially improve the quality 
and reduce the cost of the present health 
delivery system. 

In contrast, a program limited to cat­
astrophic coverage would benefit only a 
few families. It would not reduce existing 
medical expenses for most families. It 
would encourage continued inflation in 
health costs by maintaining the undesir­
able emphasis on expensive surgery, hos­
pitalization, and crisis intervention. It 
would not reorient the health system 
toward less expensive and more effective 
forms of preventive medicine and health 
protection. 

It has been argued that a system that 
does not impose deductibles and coinsur­
ance, requiring individuals to pay first­
dollar cost out-of-pocket at the time they 
seek medical care, will result in high 
rates of unnecessary use of health re­
sources. There is no evidence that this 
would happen, and in Canada the evi­
dence is to the contrary. Slight increases 
in utilization occurred under Canada's 
health system when deductibles were re­
moved, but these soon leveled off. Can­
ada's experience clearly demonstrates 
that the paper work and costs of admin­
istering deductibles results in more waste 
than savings. 
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In order to keep deductibles and coin­
surance from preventing low-income 
families from seeking needed medical 
care, it would be necessary to establish 
and administer an incomes test. A system 
of deductibles and coinsurance, plus a 
means test for low-income families, 
would result in mind boggling adminis­
trative and account-keeping procedures. 
Somewhere, someone would hBtve to keep 
an account for every covered individual 
and family, in order to keep track of the 
ftamilies' yearly income and deductible 
and coinsurance payments. This would 
increase the administra.tive cost of a na­
tional health program from $2 to $3 bil­
lion annually. 

Under health security, because all 
Americans would be covered for compre­
hensive health needs, administration 
would be simplified and efficient. Doctors 
and hospitals would not have to waste 
time and money trying to determine and 
keep track of who is and who is not cov­
ered. There would be no deductibles and 
coinsurance to keep track of, and no 
$2 to $3 billion demeaning means test to 
administer. And, doctors would not be 
allowed to charge the patient more than 
the reimbursable amount for any covered 
service. 

Health security would not change the 
basic relationship between the doctor 
and patient. Care would be provided by 
physicians, hospitals, and other private 
providers in much the same way it is done 
today. What would change is that every 
family would have the security of know­
ing that their basic and catastrophic 
health needs would be met, regardless of 
the general economic situation or their 
specific financial and employment cir­
cumstances. Patients would continue to 
be able to go to the doctor of their choice, 
but all doctors and other providers would 
be encouraged to emohasize preventive 
care, or to shift their focus from treating 
people who are sick, to keeping people 
well and out of the hospital. 

The intent of health security is to 
make use of all qualified health providers. 
It would actively encourage more efficient 
organization of existing health man­
power, provide funds for special training 
of needed physicians, dentists, and other 
health personnel, and apply financial in­
centives to stimulate the movement of 
health manpower to medically deprived 
areas. 

American families want a health sys­
tem under which they are assured that 
all their health needs will be met, and 
where the emphasis is on keeping them 
well and out of the hospital. They want a 
system that provides more convenient 
access to high quality medical treatment. 
They want to know how much they will 
spend for their health needs each year, to 
be assured that they will not be bank­
rupted by an unexpected serious illness, 
and to receive a higher return on their 
health care dollars. They want a health 
system that protects their freedom to 
choose their own doctor or other health 
provider, and which allows them sub­
stantial influence in deciding how the 
Nation's health resources will be used. 

The 94th Congress has the opportu-· 
nity, and I believe the mandate, to enact 
such a program. I am introducing the 

Health Security Act on the first day of 
this new Congress so there will be ample 
time for us to consider carefully the pro­
visions of this bill in relation to the 
health needs and concerns of the Amer­
ican public. 

I hope the Health Subcommittee of the 
Ways and Means Committee will begin 
immediately to consider the issue of na­
tional health insurance. I stand ready 
to work with any and all interested in­
dividuals and groups toward the estab­
lishment of a universal and comprehen­
sive health program that meets the needs 
of the American public. 
HEALTH SECURITY 1975 (H.R. 21): SUMMARY OF 

CHANGES FROM THE 1974 HEALTH SECURITY 
PROPOSAL 

The Health Security Act of 1975 (H.R. 
21) contains the following improvements 
in health security bills introduced in 
previous years: 

Grants would be given to local non­
profit agencies to develop and provide 
social care services to benefit the aged 
and chronically ill. The Health Security 
Board which would administer the pro­
gram is directed to make grants as rap­
idly as it is satisfied that applicants can 
provide the services and assure some 
measure of non-Federal financing. 

Ceiling on payroll and individual taxes 
would be raised from $15,000 to $20,000. 

Catastrophic protection would specif­
ically be recognized in the preamble. 

Optometrists and podiatrists would be 
recognized as "physicians" when func­
tioning within board regulations, and 
they could write prescriptions if permit­
ted by State Law. 

Free-standing alcohol, drug abuse, 
family planning, and rehabilitation cen­
ters. would be recognized as providers. 

An amendment on employment rights 
in health care institutions would be in­
corporated. 

Otherwise, the health security bill 
which has been before the Congress since 
mid-1970 would remain essentially un­
changed. 

HEALTH SECURITY IN' BRIEF 

Eligibility: Everyone living in the 
United States would be eligible for 
health security benefits. 

Benefits: The health security program 
would pay for nearly the entire range of 
personal health care services including 
catastrophic coverage. The covered 
services would include full physicians' 
services; inpatient and outpatient hospi­
tal services; home health services; op­
tometry and podiatry services, and de­
vices and appliances. It would also cover, 
at the outset, dental care for children 
up to age 15 and eventually cover the 
entire population. And, with limitations, 
psychiatric services, nursing home care 
and drugs would be covered. It would 
establish large pilot projects to deter­
mine the feasibility of home mainte­
nance care for the chronically ill or dis­
abled. 

Administration: Health security 
would be administered by a five-member 
Health Security Board as part of the 
Department of Health, Education, and 
Welfare. The Board would establish pol­
icy, standards, and regulations for the 
program. 

Financing: The program would be 

financed from a health security trust 
fund created by a special tax on em­
ployers, employees, and the self-em­
ployed, with the entire amount matched 
by Federal general revenues. 

Cost and quality controls: Health 
security would establish a Quality Con­
trol Commission to develop cost control 
features, including national standards 
for health care providers. 

Payments to providers: Physicians, 
dentists, hospitals, nursing homes, and 
other health care providers would be 
paid in full directly from the Health 
Security Trust Fund. The patient could 
not be charged more. 

Consumer participation: Health secu­
rity would assure effective participation 
of consumers in policy, development and 
administration of the program on the 
national, State, and local levels. It would 
encourage consumer organizations toes­
tablish health care plans. Procedures 
would be built into the entire system 
to assure public accountability for its 
operation. 

Manpower support: Health security 
would actively encourage more efficient 
organization of existing health man­
power and provide funds for special 
training of health professionals and 
allied personnel. 

Resources development fund: To im­
prove the providing of health care, a re­
sources development fund would be es­
tablished to support innovative health 
programs, particularly in manpower, 
education, training, and group practice 
development. 

Incentives: Financial, professional, 
and. other incentives would be built into 
health security to move the health care 
delivery system toward organized ar­
rangements for patient care, such as 
health maintenance organizations and 
other prepaid group practice plans or 
professional foundations. It would also 
establish programs for preventive care, 
early diagnosis of illness, and medical 
reba bili ta tion. · 

HEALTH SECURITY: DETAILED DESCRIPTION 
BENEFITS 

Everyone living in the United States 
would be entitled to have all health 
care-with few exceptions-paid for by 
the Health Security Program. 

The program would have no exclu­
sions for pre-existing conditions; no 
limits on preventive medical services; no 
coinsurance; no deductibles; no waiting 
periods. 

Here ·are the details of the services 
which would be available: 

Physicians' services: Professional serv­
ices by physicians, furnished in their 
offices or elsewhere, would be covered in 
full. This includes general medical and 
specialized services. 

All major surgery and other specialized 
care would be covered if performed by 
qualified specialists. 

Psychiatric services would be provided 
to outpatients if given for active treat­
ment of emotional or mental disorders 
and if provided by comprehensive 
mental health organizations. Otherwise, 
there would be a limit of 20 consultations 
by a psychiatrist during a benefit period. 

Dental services: At the start, health 
security dental benefits would be lim-
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ited primarily to children up to age 15, 
with the coverage including preventive, 
diagnostic and therapeutic services. 

Adults would be entitled initially to 
certain emergency and rehabilitative 
services, such as oral surgery to correct 
accident damage. 

The age of eligibility for full dental 
care would be extended to persons up to 
age 25 during the first 5 years of the pro­
gram's operation and the younger people 
would remain eligible throughout their 
lives. The increase of coverage could be 
accelerated if the Health Security Board 
believes it is feasible. 

Institutional services: Health security 
would provide full payment for hospital 
services; skilled nursing home care up 
to 120 days per benefit period or for an 
unlimited time if the home is owned or 
managed by a hospital; other approved 
noncustodial health services; and, home 
health services. 

The program would also include pa­
thology and radiology services and all 
other necessary services whether fur­
nished by a hospital or other institution 
or by others under arrangements with 
such institutions. 

The program would also include recog­
nition as providers of authorized free­
standing alcohol, drug abuse, family 
planning and rehabilitation centers. 

Drugs: Health security would cover 
drugs for hospital inpatients and out­
patients and for persons enrolled in com­
prehensive group practice plans and 
professional foundations as long as the 
drugs were from an approved list. 

For others, drugs would be covered if 
they were necessary for specified chronic 
diseases and conditions requiring long 
or costly drug therapy. 

The purpose of the approved drug 
list-and regular reviews of the list­
would be to assure the safety, effective­
ness and reasonable cost of the pre­
scribed drugs. 

Devices, appliances and equipment: 
Health security would provide coverage 
of therapeutic devices, appliances-in­
cluding eyeglasses, hearing aids and pros­
thetic devices-and equipment. An ap­
proved list of covered items would be 
prepared and reviewed regularly. 

Other professional and supporting 
services-health security would cover: 

First. Professional services of optom· 
etrists and podiatrists; 

Second. Diagnostic services of inde­
pendent pathology laboratories; 

Third. Diagnostic and therapeutic 
services of independent radiologists; 

Fourth. Mental health day-care serv­
ices furnished by a health maintenance 
organization or comprehensive commu­
nity health center, or 60 days of care 
furnished , during or following a b~nefit 
period, by a hospital or a center affiliated 
with a hospital; 

Fifth. Ambulance services; 
Sixth. Other professional services such 

as psychological counseling, physiother­
apy, nutrition, social work .and home 
care or health education when furnished 
as part of institutional services or 
through health maintenance organiza-
tions; . 

Seven. Diagnostic and therapeutic 
services of free-standing alcohol, drug 

abuse, family planning and rehabilita­
tion centers. 

Social care services: Grants would be 
provided to local nonprofit organizations 
to develop social care services to aid 
chronically ill, aged and other home­
bound patients. Under this section, while 
some measure of local financing is de­
veloped, health security would cover 
homemaker services, transportation and 
other social care services as a demonstra­
tion of the usefulness of such benefits in 
reducing unnecessary long-term institu­
tional care. 

ADMINISTRATION 

Health security would be administered 
at four levels-national, regional, area 
and local-with some important func­
tions carried out by States. 

National: Overall health security pol­
icy and regulation would be established 
and carried out by a five-member, full­
time Health Security Board appointed 
by the President and under the super­
vision and direction of the Secretary of 
Health, Education, and Welfare. 

The members normally would be ap­
pointed for 5-year terms, with one mem­
ber serving as chairman and with no 
more than three members from the same 
political party. The program would be 
administered through an Executive Di­
rector appointed by the Board. 

To assist the Board in carrying out 
its functions and to advise and recom­
mend various changes or actions, a 21-
member National Health Security Ad­
visory Council would be established. A 
majority of the membership of the 
Council would be consumers of health 
services. The Council would be author­
ized to appoint professional and tech­
nical committees to help carry out its 
functions. 

The Secretary, Board and Executive 
Director would all work to assure effec­
tive coordination of health security with 
existing HEW programs-and with pro­
grams in the regions and States-for the 
development of health facilities and 
manpower resources, medical research 
and public and community health 
services. 

The Health Security Board would con­
trol expenditures from the health secu­
rity trust fund, establish national bene­
fit patterns, set standards of participa­
tion and develop policy g~idelines. The 
Board would also have the responsibility 
to assure effective consumer participa­
tion and public accountability at all 
levels. 

The Board would also have responsi­
bility for studying systems of paying for 
services and for planning new develop­
ments and improvements for health 
services. 

A Commission on Quality of Health 
Care would be established and charged 
with assuring and developing standards 
for care of high quality. 

Regional and health service areas: At 
the second and third level of adminis­
tration for the health security program, 
10 regional health security offices would 
be established within the regions of the 
Department of Health, Education, and 
Welfare and approximately 100 health 
service areas would be established paral-

leling the natural medical delivery pat­
terns in the United States. 

The health service areas normally 
would consist of a State or part of a 
State. Interstate areas would be estab­
lished where the Board found that pat­
terns of health service organization and 
patient flow made an interstate area a 
more practical unit of administration. 

Local: As the fourth level of admin­
ministration, the Health Security Board 
would establish in each health service 
area a local Health Security office and 
any necessary branch offices. 

These offices would assist health serv­
ice consumers and providers and serve 
an ombudsman function by investigating 
complaints concerning administration of 
the program. They would also have in­
formational and other administrative 
functions. 

States. States would participate in 
health security in a number of ways. 
They would participate in planning, 
training, coordination for quality con­
trols and manpower increases, health 
education, utilization review and the 
inspection of providers. 

The Health Security Board would es­
tablish appropriate payment arrange­
ments. with the States for the services. 

To improve the supply and distribu­
tion of health personnel and facili­
ties and the organization of health serv­
ices, the Board would work with State 
comprehensive health planning agencies 
and with regional medical programs. 

Existing programs affected: A number 
of major Federal health programs would 
be superseded in whole or in part by 
Health Security. 

Medicare: Everyone 65 or over, along 
with the rest of the population, would 
be entitled to health security coverage. 
Because the benefits of health security 
would be broader than those offered un­
der medicare, the medicare program 
would be terminated. 

Medicaid: Most of the benefits of stat.e 
medicaid programs would be available 
under health security. Such benefits 
would be deleted from medicaid, leaving 
it as a supplementary program to health 
security. States would claim partial re­
imbursement for medicaid services they 
provided which exceeded those available 
under health security. This would in­
clude long-term nursing home care, 
drugs for certain purposes, and adult 
dental care. Providing these services 
would be at the option of the individual 
States. 

CHAMPUS: Under the civilian health 
and medical program of the Uniformed 
Services, the Defense Department reim­
burses civllian hospitals and private 
doctors for the health services of serv­
icemen, their dependents, and retirees. 
Most of CHAMPUS benefits would 
be available under health security; 
CHAMPUS would provide only those 
benefits not covered by health security. 

The Department of Defense program 
for care in military hospitals of serv­
icemen, their dependents, and retirees, 
would continue unaffected by health 
security. 

Workmen's compensation: Because 
separation of the health service benefits 
of workmen's compensation programs 
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from cash payments would unduly com­
plicate the eligibility detennination 
process, workmen's compensation would 
continue unaffected by health security. 

Other programs: Maternal and child 
health programs, crippled children pro­
grams, Office of Economic Opportunity 
health programs and medical vocational 
rehabilitation provide a range of vari­
ous services to specific groups. In addi­
tion to a personal health service com­
ponent, each program covers other 
types of health and community service, 
such as research and vocational training. 

Personal health services provided by 
these programs would be transferred to 
health security, while all other benefit 
features would remain with the existing 
program. 

Future plans: In order to broaden the 
scope and benefits of health security to 
remove its initial limitations, the pro­
gram would undertake various studies, 
including long-term care, coordination 
of Veterans' Administration health care 
programs with health security, and the 
provision of health security benefits to 
U.S. citizens in other countries. 

FINANCING 

The financing of health security would 
be through a health security trust fund, 
similar to the Social Security Trust 
Fund. 

Fifty percent of the money would come 
from: 

First. A 3.5 percent tax on employer 
payroll. 

Second. A 1 percent tax on the first 
$20,000 a year in wages and ·nonearned 
income. 

Third. A 2.5 percent tax on the first 
$20,000 a year of self-employment in­
come. 

The remaining 50 percent would come 
from Federal general revenues. 

If an employer's existing obligations 
for the purchase of health benefits for 
his employees are greater than 3.5 per­
cent of payroll, the excess would be ap­
plied toward the 1 percent which would 
otherwise be withheld from an employ­
ee's wages. 

The first $3,000 income for persons 
over 60 would be exempt from health 
security tax. 

The total of these taxes and the Gov­
ernment matching funds would be the 
total available to pay for personal health 
services in each fiscal year. 

After setting aside contingency re­
serves and money for the development 
of additional health resources, the re­
maining money would be divided among 
the ten regions of the country. This 
would be done with regard for recent 
and current use and expenditure pat­
terns for services covered by the pro­
gram. 

Initially, the Health Security Board 
would look to the latest expenditurefig­
ures available before the program starts, 
making appropriate adjustments among 
the regions for figures higher or lower 
than the average. After that, the alloca­
tion among regions would be guided by 
actual expenditures and estimates of 
what was needed to meet the program's 
obligations and objectives. 

The Board would budget funds for 
each of the HEW regions in each cate-

gory of covered service from the total 
sum allocated to the region. There would 
be authority for each region to deter­
mine its own needs and priorities in sup­
port of services. 

Operation of the health security trust 
fund would be taken out of the consoli­
dated budget, except for Government 
contributions to the trust funds. 

COST AND QUALITY CONTROLS 

The central cost control feature of the 
health security program is that the 
health care system would be anchored to 
a budget established in advance. 

The program's main quality control 
feature would be the establishment of 
national standards for participation both 
for individual and institutional providers. 

To develop and enforce such standards, 
a Commission on the Quality of Health 
Care would be established. It would be a 
quasi-independent board reporting to the 
Health Security Board, but with author­
ity to appeal' to the Secretary of Health, 
Education, and Welfare if it believes the 
Board has failed to implement or enforce 
effective quality standards. 

Here are the details: 
Budgeting: The health security pro­

gram would establish an advance budget­
ing procedure for the costs of personal 
health services. 

Each year an advance determination 
would be made of the total amount to be 
spent in the various regions on physi­
cians' services, institutional services and 
other categories of service provided in 
local communities. 

The cost of each kind of service and 
the overall cost of the program would be 
allowed to increase only on a controlled 
and predictable basis. 

The program would use the budgetary 
process not merely to control costs, but 
also to strengthen local, State, and re­
gional planning, stimulate more efficient 
institutional administration; and grad­
ually reverse the current undesirable em­
phasis on inpatient hospital and other 
institutional services. This would be done 
by stressing preventive and early cura­
tive services and by making alternative 
levels and forms of care available outside 
of institutions. 

In approving budgets for institutions, 
the program would consider recommen­
dations and decisions of State and other 
health planning authorities, administra­
tive efficiency of the institution, scope of 
care provided and the need to achieve an 
equitable distribution of resources 
throughout the region and country. 

Wasteful duplication of services and 
facilities would be gradually eliminated 
by withdrawal of funding. Institutional 
budgets would be increased to allow for 
the provision of services needed for a 
balanced development of regional re­
sources. 

National standards- The national 
standards for provider participation 
would be designed to upgrade the quality 
of care, encourage appropriate use of 
health manpower and promote orderly 
planning of facilities. 

Physicians, dentists, osteopaths, op­
tometrists and podiatrists licensed to 
practice in a State when the program be­
gins would be eligible to take part in the 
program as long as they meet continuing 
education requirements. 

The Health Security Board would be 
authorized to establish national stand­
ards for professional personnel licensed 
after the program begil.ll.S and to set re­
quirements for their continuing educa­
tion. 

Hospitals, skilled nursing homes, home 
health agenciest specified free-standing 
centers, medical or dental foundations 
and health maintenance organizations 
would be eligible to participate if they 
met national standards established by 
the Board. 

Federal law would supersede State 
statutes which restrict the development 
of group practice programs. 

Institutions would be required to estab­
lish working relationships with other 
providers of care so that a patient would 
have continued and appropriate treat­
ment. Institutions which refused to com­
ply with local and regional plans required 
by the Board would not be eligible to par­
ticipate in the program. 

PAYMENTS TO PROVIDEl!.S 

Hospitals, skilled nursing homes, and 
other types of institutional providers 
would operate on an approved budget 
basis rather than being able to charge 
whatever they decided. 

Using the precious year's fiscal expe­
rience and taking into account stand­
ards of participation, range of desirable 
services and quality controls required by 
health security, the institutions would 
develop proposed budgets for the next 
fiscal year. They would be assisted by 
the regional and local offices of health 
security in preparation of their budget 
requests. The budgets would be reviewed 
and given final approval at the regional 
office level. 

Money allocated for payment of indi­
viduals, such as physicians, dentists, 
podiatrists, and so forth, would be dis­
tributed to local areas within the region. 
This would be done on a per capita basis 
with adjustments for differences in the 
cost of goods and services. The budgeted 
per capita amount for each type of cov­
ered service would be divided between the 
categories of providers according to the 
number of individuals who elected to 
receive .care from those providers. 

For example: In a city of 100,000 peo­
ple, 25,000 may be enrolled in health 
maintenance organizations. If the 
amount budgeted for physicians services 
in that area is $65 per capita, the Board 
would pay the HMO's $1,625,000-$65 
times 25,000-for physicians services. 
Since the other 75,000 individuals elected 
to receive care from solo, fee-for-service 
practitioners, the Board would create a 
fund of $4,875,000-$65 times 75,000-
to pay all fee-for-service bills submitted 
by physicians in the .community. 

Other independent providers, such as 
pathology laboratories, radiology serv­
ices, pharmacies and providers of appli­
ances, would be paid through methods 
adapted to their characteristics. 

Under health security, providers would 
have to agree not to charge individuals 
for all or part of any service provided. 
Payment in full would be made directly 
by the progn 11 to the provider or to the 
agency representing him. There would 
be no billing of the patient or indemnity 
payment to him. 

Health maintenance organizations and 
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professional foundations accepting re­
sponsibility for providing or securing all 
covered services for a defined popula­
tion would receive the total amount 
budgeted and negotiated as pa.yment. 
They would share also in the savings 
~hey helped to achieve by preventing un­
necessary hospitalization of their en­
rollees. 

CONSUMER PARTICIPATION 

Health security would rely heavily on 
the development of new, comprehensive 
care organizations such as health main­
tenance organization-HMO's~nd 
other forms of prepaid group practice 
plans to improve consumer opportunities 
for better health care and provide alter­
natives for better patient care. 

Such organizations will be required to 
provide or arrange for all covered serv­
ices except mental and dental services. 
Professional foundations would be re­
quired to provide the same range of serv­
ices as HMO's and to meet the same strict 
quality standards. 

The manner in which services would 
be paid for recognizes the added value of 
the comprehensive care programs as 
more efficient and higher quality to, and 
satisfaction of, the consumer. 

Consumer organizations would be en­
couraged to give health care a higher 
priority in their overall activities and to 
sponsor and develop comprehensive 
community-wide health care organiza­
tions. Along with health maintenance or­
ganizations to be developed by hospitals, 
physican groups, and combinations of 
professionals, the programs developed bY 
consumer-sponsored organizations would 
be supported and recognized by health 
security. 

The Health Security Board would as­
sure effective participation by consum­
ers at all levels of policy formulation and 
program development. There would be a 
majority of consumer rE-presentatives on 
the National Advisory Council assisting 
the Board in its continuing administra­
tion of the program, and on regional and 
local advisory councils. The makeup of 
the councils would have to reflect the 
comoosition of the State or community 
served. There would be public control 
of the basic policies governing the pro­
gram and full public accountability for 
its finances and operations. 

MANPOWER SUPPORT 

Health Security would actively encour­
age more efficient organization of exist­
ing health manpower, provide funds for 
special training of physicians, dentists, 
and other health personnel, and apply 
financial incentives to stimulate the 
movement of health manpower to medi­
cally deprived areas. 

Health Security would recognize costs 
incurred by HMO's in supporting the 
training and appropriate utilization of 
allied health professionals. It would pay 
the full cost of employing support per­
sonnel, such as nurse practitioners, pub­
lic health nurses, nutritionists, and com­
munity health workers, thus extending 
the ability of physicians to provide care 
and giving the consumer access to a 
wider range of services. 

Training funds could be used for the 
retraining of health workers to enhance 
or refresh skills or for new positions of 
greater responsibility. 
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Money would be available through the 
resources development fund to stimulate 
the expansion of training programs for 
new categories of health professionals, 
especially those required as members of 
primary health care teams--such as 
pediatric nurse practitioners, physicians' 
assistants, and dental hygienists. Em­
phasis would be placed upon demonstra­
tion programs for the training and place­
ment of allied health workers, and sup­
port would be available to institutions for 
the special costs of educating and train­
ing minority group and economically de­
prived students. 

The assured purchasing power of a na­
tional health program would help to 
overcome many of the present barriers 
to recruiting and holding needed health 
workers in disadvantaged and remote 
areas. Substantial efforts would be made 
to enhance the desirability of practice in 
such areas by improving local resources 
and providing money for special com­
munication, transportation, and con­
sultation costs. 

In addition, special incentives would 
be used to increase the attractiveness of 
practice in rural or deprived areas for 
health workers and their families. There 
would be financial disincentives for the 
disproprionate clustering of physicians 
and dentists in a few metropolitan or 
suburban areas and corresponding incen­
tives for their location in other areas. 

RESOURCES DEVELOPMENT FUND 

A substantial resources development 
fund-administered by the health secu­
rity board-would help to increase the 
resources for services and to bring new 
organized programs of health service into 
being and to expand existing ones. 

The resources development fund would 
be formed, first, by appropriations from 
Federal general revenue for the period 
between enactment and when benefits 
began, so that system improvements -
could get underway promptly; and, sub­
sequently, by taking a percentage of the 
annual income of the trust fund-2 per­
cent the first year, increasing in regular 
intervals to a maximum of 5 percent a 
year. 

A priority would be given in grants and 
loans to stimulate the development and 
growth of health maintenance organiza­
tions. Essentially, the fund would recog­
nize the responsibility of health security 
to assure the availability of covered 
health services, and not merely to pay for 
them. And, it would have concern for the 
development of services to meet the 
changing needs of people in the most ef­
fective and efficient manner, not merely 
to build on already overburdened and of­
ten wastefully expensive services. 

INCENTIVES 

Payment for services provided under 
health security would give special incen­
tives to health maintenance organiza· 
tions, and medical and dental founda­
tions. 

Physicians who became members of 
primary health care teams and estab­
lished working relationships with spe­
cialists and with such patient-care re­
sources as hospitals, skilled nursing 
homes, and home health fS!Cilities, would 
be reimbursed for the costs of such link­
ages and would be encouraged to extend 

their services through such support ar­
rangements. 

Health security would provide support 
for continuing studies and demonstra­
tions of new and promising methods of 
organizing health services. 

I include the following: 
COMMITTEE FOR NATIONAL HEALTH INSURANCE 

CHAIRMAN 

Leonard Woodcock, President, Interna­
tional Union, UA W. 

SECRETARY 

Lane Kirkland, Secretary-Treasurer, AFL­
CIO. 

VICE-CHAIRMEN 

Vernon E. Jordan, Jr., Executive Director, 
National Urban League. 

Mrs. Albert D. Lasker, President, Albert & 
Mary Foundation. 

•Jesse L. Steinfeld, M.D., Chief of Medi­
cine, V.A. Hospital, Long Beach, Calif. 

EXECUTIVE DIRECTOR 

•Max W. Fine, Washington, D.O. 
MEMBERS 

[. w. Abel, President, United Steelworkers 
of America. 

Reverend Ralph A•bernathy, Atlanta, Geor­
gia. 

James Abourezk, u.s. 8en81tor, South Da­
kota. 

WilUam S. Apple, Ph.D., Executive Direc­
tor, Americ&n Phvmaceutie&l Assn. 

GUillermo Arbona, M.D., Professor of Pre­
ventive Med!cine and PubMc Health, Uni­
versity of Puerto Rico. 

Joseph Thomas August, M.D., Professor and 
Cha.innan of Dept. of Molecular Biology, 
.Mbert Einstein College of Medicine. 

•George Baehr, M.D., Founder, Health In­
surance Plan, New York, New York. 

Grover Bagby, PhD., Assocf.a.te Genera.l­
Seoreta.ry, Board of Church and Society, The 
United Methodist Church. 

Abraham D. Beame, Mayor, City of New 
York. 

Rabbi Leonard Beerman, Leo Baeck Tem­
ple, Los Angeles, Californda. 

Mrs. Willliam McC. Bla.tr, Jr., Washington, 
D.C. 

Peter Bommarito, President, United Rub­
ber, Cork, Linoleum & Plastic Workers of 
America. 

Thomas E. Boyle, President, Int'l. Chemi­
cal Workers Union. 

Thomas Bradley, Mayor, City of Los Ange­
les, CaM!. 

•Lester Breslow, M.D., Oha.trman, Dept. of 
Preventive & Sooial Med., School of Medicine, 
University of Cal<ifornda. 

•James Brindle, Consultant, New York, 
N.Y. 

Mrs. Mary I. Bunting, Princeton, N.J. 
Irving H. Chase, Cambridge, Mass. 
Martin Oherkasky, M.D., Director, Monte­

fiore Hos.pital, New York, N.Y. 
John Sherman OOoper, Washington, D;o. 
Congressman J ·ames C. Corman, 2250 Ray­

burn Office Bldg., Washington, D.C. 
Mr. William S. Cowles, Jr., President, 

Board of Trustees, Medical Center Hospital 
of Vt. 

Nelson Cruikshank, President, Nat'l Coun­
cil of Senior Citizens, Washington, D.C. 

Tony Dechant, President, National Farm-
ers Union, Washington, D.C. 

Rev. Guy Delaney, Little Rock, Arkansas. 
Paul Douglas, Washington, D.O. 
Stanley Dreyer, President, Cooperative 

League of the USE, Washington, D.O. 
Robert H. Ebert, M.D., Dean, Harvard 

Medical School. 
Mr. William Enes, Group V. Pres. Market­

ing, Roffman-LaRoche, Inc. 
Joseph T. English, M.D., New York, N.Y. 
Bruce W. Everlst, M.D., Ruston, Louisiana. 

*Technical Committee Members. 



106 CONGRESSIONAL RECORD- HOUSE Januar y 14, 1975 
•I. S. Falk, Ph. D., Professor Emeritus of 

Public Health, Yale University. 
Murray H. Finley, President, Amalgamated 

Clothing Workers of America. 
Frank E. Fitzsimmons, President Interna­

tional Brotherhood of Teamsters. 
Emerson Foote, Chairman, Campaign to 

Check Population Explosion. 
•David French, M.D., M.P.H., Chairman, 

Dept. of Community Medicine, Boston Uni­
versity, School of Medicine. 

Rudolph H. Friedrich, D.D.S., New 
York, N.Y. 

*Frank Furstenberg, M.D., Associate Direc­
tor for Program Development, Sinai Hospital, 
Baltimore, Maryland. 

.John K. Galbraith, Professor of Economics, 
Harvard University. 

Most Rev. Raymond Gallagher, Bishop of 
Lafayette Indiana. 

General James Gavin, Chairman of the 
Board, Arthur D. Little, Inc. 

H. Jack Geiger, M.D., Chairman, Dept. of 
Community Medicine, S.U.N.Y.-Stony 
Brook. 

*Melvin A. Glasser, Social Security Dept., 
International Union, UA W, Detroit, Michi­
gan. 

Arthur Goldberg, Washington, D.C. 
Mike Gorman, Executive Director, Nat'l 

Committee Against Mental Illness. 
Patrick Gorman, Sect.-Treasurer, Amal­

gamated Meat Cutters & Butcher Workmen 
of North America. 

Martha Griffiths, Detroit, Michigan. 
A. F. Grospiron, President, Oil Chemical 

& Atomic Workers, Int'l Union. 
*William Haber, Professor of Economics, 

University of Michigan. 
Rt. Rev. Donald H. V. Hallock, Episeopal 

Bishop of Milwaukee, Wisconsin. 
Zenon C. R. Hansen, Chairman of the 

Board and President, Mack Trucks, Inc. 
George Hardy, Int'l. Pres., Service Employ­

ees Int'l Union, AFL--CIO. 
Mrs. Fred R. Harris, McLean, Va. 
*James G. Haughton, M.D., Executive Di­

rector, Cook County Hospital, Governing 
Board, Chicago, Ill. 

Hubert Hemsley, M.D., Director, Watts 
Health & Family Planning Group, Compton, 
Calif . 

John Holloman, Jr., M.D., President, 
Health & Hospital Corporation, New York, 
N.Y. 

James T . Housewright, President, Retail 
Clerks Int'l. Assoc. 

Joseph Kellman, President, Globe Glass & 
Trim Co., Chicago, Ill. 

Edward M. Kennedy, U.S. Senator, Mass. 
Clark Kerr, Berkeley, Calif. 
Lambert King, M.D., Chicago, Ill. 
Mrs. Martin L. King, Jr., A·tlanta, Ga. 
Mathilde Krim, Ph. D., Sloan-Kettering 

Institute for Cancer Research, New York, 
N.Y. 

Russel V. Lee, M.D., Palo Alto Medical 
Clinic. 

Patrick J. Lucey, Governor, State of Wis­
consin, Madison, Wisconsin. 

Francis P. McCloskey, President, McClos­
key, Vynerib, Cesare Co., New York, N.Y. 

Jean MacVicar, R.N., American Nurses As-
sociation, Reno, Nevada. 

E. F. Marriner, M.D., Galnesville, Ga. 
E. G. Marshall, Actor, Mt. Kisco, N.Y. 
Charles H. Mayo II, M.D., White Bear Lake, 

Minn. 
Emil Mazey, Sec.-Treasurer, International 

Union, UAW. 
W. W. McCrorv, M.D., Dept. of Pediatrics, 

Cornell Medical Center, New York, N.Y. 
George Metcalf, Businessman, author. 
Mr. Arnold Miller, President, United Mine 

Workers of America. 
David M1ller, Chairman, UAW Retired 

Workers Int'l Advisory Council. 
Murray W. M11ler, Sect.-Treas., Int'l Broth­

erhood of Teamsters. 

• Technical Committee Members. 

Wllllam J. Monsour, MD., Jeannette, Pa. 
Fitzhugh Mullan, M.D., Santa Fe, New 

Mexico. 
Harold F. Newman, M.D., Director, Group 

Health Coop. of Puget Sound, Seattle, Wash­
ington. 

Governor Philip W. Noel, State of Rhode 
Island. 

Robert Partridge, General Nat'l Rural Elec. 
Coop. Assn. 

Charles H. Pillard, President, Int'l Broth­
erhood of Electrical Workers. 

Robert L. Popper, Trustee, Union Man­
agement Welfare Funds, White Plains, New 
York. 

Alex Radin, General Manager, American 
Public Power Assn. 

Howard Rome, M.D., Senior Consultant, 
Section of Psychiatry-Mayo Clinic, Roches­
ter, Minn. 

Terry Sanford, President, Duke University. 
Ernest Saward, M.D., Associate Dean for 

Extramural Affairs Univ. of Rochester, School 
of Medicine and Denti&try. 

William B. Saxbe, Washington, D.C. 
Max H. Schoen, D.D.S., M.P.H., School of 

Dental Medicine, Health Sciences Center, 
S.U.N.Y.--8tony Brook. 

*Charles I. Schottland, Brandeis Univer­
s'ity, Waltham, Mass. 

David Selden, Washington, D.C. 
John Siegenthaler, Editor, The Nashville 

Tennessean. 
William Sidell, President, United Brother­

hood of Carpenters and Joiners of America. 
Dr. Harvey I. Sloane, Mayor, Louisville, 

Kentucky. 
Floyd Smith, President, Int'l Association 

of Machinists. 
Oren Lee Staley, President, Nat'l Farmers 

Organization. 
Carl B. Stokes, New York, N.Y. 
Louis Stulberg, President, Int'l Ladies' 

Garment Workers Union, AFL-CIO. 
Bishop Walter F. Sullivan, Diocese of 

Richmond, Richmond, Va. 
*Myron Wegman, M.D., Ann Arbor, Michi· 

gan. 
Mrs. Jacqueline Wexler, President, Hunter 

College. 
Roy Wilkins, Executive Director, Nat'l 

Assoc. for .the Advancement of Colored Peo­
ple. 

T. G. G. Wilson, Ph. D , M.D., Caro State 
Home & Training School. · 

Jerry Wurf, Int'l President, American Fed. 
of State, County & Municipal Employees. 

Ralph Yarborough, Austin, Texas. 
Alonzo Yerby, M.D., Assoc. Dean, School of 

Public Health, Harvard University. 

H .R. 21 
A bill to create a national system of health 

security 
Be it enacted by the Senate and House of 

Representatives of the United States of Amer­
ica in Congress assembled, That this Act may 
be cited as "The Health Security Act". 

FINDINGS AND DECLARATION OF PURPOSE 

SEc. 2. (a) The Congress finds that--
( 1) the health of the Nation's people is the 

foundation of their well-being and of our Na­
tion's strength, productivity, and wealth; 

(2) adequate health care for all of our 
people must now be recognized as a right; 
and 

(3) a national system of health security is 
the means to implement that right. 

(b) The purpose of this Act is-
(1) to create a national system of health 

security benefits which, through national 
health insurance will make comprehensive 
health services available to all residents of 
the United States, will distribute the cost of 
healt h care more equitably in relation to 
income, and will provide major ·protection 
against catastrophic costs, and 

(2) through the operation of the system, 
to effect modifications in the organization 
and methods of delivery of health services 

which will increase the avallabllity and con­
tinuity of care, will enhance its quality, will 
emphasize the maintenance of health as well 
as the treatment of mness and, by improving 
the efficiency and the utilization of services 
and by strengthening professional and fi­
nancial controls, will restrain the mounting 
costs of care while providing fair and reason­
able compensation to those who furnish it. 

INITIATION OF HEALTH SECURITY PROGRAM 

SEc. 3. Health security taxes will become 
effective on January 1, and health services 
will become available on July 1, of the &ec­
ond calendar year after the year in which t h is 
Act is enacted. Except for the benefit and 
related fisr.al provisions, t itle I of this Act is 
effective upon enactment. Certain federally 
financed or supported health programs will 
be terminated or curtailed when health bene­
fits under this Act become available. Effec­
tive dates of the several provisions of this Act 
are set forth in sections 163, 204, 214, 221, 401 
to 406 inclusive, and 409. 
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TITLE I-HEALTH SECURITY BENEPITS 

PART A-ELIGmiLITY FOR BENEFITS 

BASIC ELIGmiLITY 

SEC. 11. Every resident of the United States 
and every non-resident citizen thereof is 
eUgible, while within the United States, to 
receive health services under this Act; ex­
cept that an alien employee (as defined in 
regulations) of a foreign government, of an 
instrumentality of a foreign government ex­
empt from the taxes imposed by section 3111 
(b) of the Internal Revenue Code of 1954, or 
of an international organization (as defined 
in the Internationa.l Organizations Immunity 
Act) is eligible only in accordance with an 
agreement under section 12. An alien ad­
mitted as a permanent resident and living 
within the United States, an alien admitted 
for employment and employed within the 
United States, or a refugee lawfully in the 
United States is foil' the purposes of this 
title a resident of the United States. 

AGREEMENTS FOR ELIGmiLITY OF OTHER 
PERSONS 

SEC. 12. The Health Security Board (here­
after referred to as the "Board"), with the 
approval of the Secretary of Health, Educa­
tion, and Welfare and the Secretary of State, 
is authorized to enter into agreements with 
foreign governments, international organi­
zations, or other entities to extend benefits 
of this title to persons within the United 
States not otherwise eligible therefor, in con-

sideration of payment to the United States 
of the estimated cost of furnishing the bene­
fits to such persons, or of an undertaking to 
furnish in a foil'eign country similar bene­
fits to citizens of the United States, or of a 
combination of payment and such an under­
taking. 
PART B-NATURE AND SCOPE OF BENEFITS: 

COVERED SERVICES 

ENTITLEMENT TO HAVE PAYMENT MADE FOR 
SERVICES 

SEc. 21. Every eligible person is entitled to 
have payment made by the Board for any 
covered service furnished within the United 
States by a participating provider if the serv­
ice is necessary or appropriate for the mainte­
nance of health or for the diagnosis or treat­
ment of, or rehabilitation following, injuil'y, 
disab111ty, or disease. Participating provideil's 
ail'e providers, described in part c, who meet 
the conditions stated in section 41. Covered 
services are services described in sections 22 
to 27, inclusive, but are subject to the ex­
clusions stated in section 28 and to limita­
tions prescribed by or puirsuant to pail't H 
(irelating to the quality of cail'e}. 

PHYSICIAN SERVICES 

SEc. 22. (a) Professional services of phy­
sicians, furnished in their offices or else­
where, ail'e covered services. Coveit'ed physician 
services include services and supplies of kinds 
which ail'e commonly furnished in a phy­
sician's office, with or without separate 
charge, as an incident to his professional 
services. 

(b) Covered physicians' services consist of 
( 1) primary medical services, which are the 
seit'vices (as defined ih regulations, but in­
cluding pireventive seil'vices) ordinarily fur­
nished by physicians, whether general prac­
titioners Oil' specialists, engaged (as deter­
mined in accordance with standards for such 
practice prescribed in regulations) in general 
or family practice for adults or for children 
or for both, and (2) specialized seit'vices. 

(c) Psychiatric (mental health} service to 
an outpatient is a covered service ( 1) only 
if it constitutes an active preventive, diag­
nostic, therapeutic, or rehabilitative service 
with respect to emotional or mental dis­
orders, and (2) only (A) if the service is 
furnished by a group practice organization, 
by a hospital, or by a community mental 
health center or other mental health clinic 
which furnishes comprehensive mental 
health services, Oil' (B) if the seil'vice is fur­
nished to a patient of a day care service with 
which the Board has an agreement under 
section 49(a) (3), or (C) to the extent of 
twenty consultations during a benefit period 
(as defined in regulations), if the seil'vice is 
fuit'nished otherwise than in accordance with 
clause (A) or (B). In any community tn 
which the available psychiatric services fur­
nished otherwise than in accordance with 
clause (A) or (B) are found by the Board to 
be insufficient to meet the needs of the com­
munity, the Board may limit the coverage of 
such services by prescribing referral or other 
nonfinancial conditions in Oit'deit' to give pri­
ority of access to the services to those per­
sons most in need of them. 

DENTAL SERVICES 

SEc. 23. (a.) Professional services (described 
in subsection (c)) of a dentist, furnished in 
his office or elsewhere, are covered services if 

· they are furnished to a person who, at the 
time when the services are furnished, is en­
titled to such services in accordance with 
subsection (b) . Covered services include 
services, materials, and supplies which are 
commonly furnished in a dentist's office, 
without separate charge, as an incident to 
his professional services. 

(b) Persons who, on the effective date of 
health benefits, are less than fifteen years of 
age are entitled to covered dental services, 
and w11l remain so entitled throughout their 
IJ.ves. On July 1 of each of the five years 
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immediately succeeding the year 1n which 
the effective date occurs, the following per­
sons will become (and thereafter remain) 
entitled to such services: on July 1 of the 
first succeeding year, persons who are then 
less than seventeen years of age; on July 1 of 
then less than nineteen years of age; on 
the second succeeding year, persons who are 
July 1 of the third succeeding year, persons 
who are then less than twenty-one years of 
age; on July 1 of the fourth succeeding year, 
persons who are then less than twenty-three 
years of age; and on July 1 of the fifth suc­
ceeding year, persons who are then less than 
twenty-five years of age. 

(c) Covered dental services are preventive 
services (including personal dental health 
education), diagnostic services, therapeutic 
services (exclusive of orthodontic services 
other than for handicapping malocclusion), 
and services required for rehabilitation fol­
lowing injury, disabllity, or disease. 

(d) The Board is authorized, if it finds 
that the availabllity of funds and of faclli­
ties and personnel makes it possible, to pro­
vide by regulation for acceleration of the 
entitlement (by age groups) to covered den­
tal services as set forth in subsection (b). 
Not later than seven years after the effective 
date of health benefits, the Board shall by 
regulation provide that entitlement to 
dental services shall be extended, over such 
period of time and by such age or other 
groupings as it finds calculated to make the 
best use of available resources and person­
nel, to all persons not otherwise entitled to 
such services; and lt may thereafter, from 
time to time, amend such regulations on the 
basis of further experience in the furnish­
ing of den tal services as covered services. In 
exercising its authority under this subsec­
tion the Board shall seek to encourage the 
furnishing of dental services as a part of 
comprehensive health services, or the fur­
nishing of them by organizations furnishing 
comprehensive dental services (which meet 
requirements set forth in regulations under 
section 104(a)); and to that end, the Board 
may limit additional entitlement to dental 
services, in whole or in part and temporarily 
or permanently, to services so furnished. 

INSTITUTIONAL SERVICES 

SEC. 24. (a) Inpatient and outpatient 
services of a psychiatric or other hospital, 
the services of a skilled nursing home, and 
the services of a home health service agency, 
which are ordinarily furnished by the insti­
tution to patients for the purposes stated 
in section 21, are covered services, subject 
to the limitations stated in this section. 
Covered services include services furnished 
generally to the patients served by an insti­
tution, including pathology and radiology 
services and all other necessary services, 
whether they are furnished by the institu­
tion or by others under arrangement with 
the institution. To the .extent provided in 
regulations, inpatient services of a Christian 
Science sanatorium are covered services. 

(b) Covered services do not include per­
sonal comfort items or, unless required for 
medical reasons, the additional cost of ac­
commodations more expensive than semi­
private accommodations; and do not include 
domicUiary or custodial care, or institutional 
care of a person while he is not receiving 
active medical treatment. 

(c) Covered services do not include care · 
in a skilled nursing home for more than one 
hundred and twenty days during a benefit 
period (as defined in regulations); except 
that the Board· may, on such conditions as 
it finds appropriate to assure effective con­
trol of utlllzatton, extend the duration of 
covered services, either for a stated number 
of days in a benefit period or indefinitely-

(1) in all skilled nursing homes for which 
consolidated budgets with hospitals have 
been approved under section 83 (f), or 

(2) In all participating skllled nursing 
homes having in effect affiliation agreements 
under section 52 (b) • 

if the Board finds that adequate funds and 
resources are available therefor and that such 
action will not lead to excessive utllization 
of nursing home services. 

(d) Covered services do not include insti­
tutional care of a person as a psychiatric 
patient while the patient is not receiving 
active treatment for an emotional or mental 
disorder; and do not include care of a person 
as a psychiatric patient for more than forty­
five inpatient days in either a psychiatric 
or another hospital during a benefit period 
(as defined in regulations). 

(e) Covered services do not include insti­
tutional care of an inpatient unless a 
physician has certfied to the medical neces­
sity of the patie.nt's admission to the institu­
tion, and do not include such care (during a 
continous stay in the institution) after such 
period (if any) as may be specified in regula­
tions unless a physician has certified to the 
continued medical necessity of such care. 
Regulations may specify the classes of cases 
in which certification of continued necessity 
is required, may specify different periods for 
different classes of cases, and may permit 
retroactive certification under such circum­
stances and to such extent as the Board 
deems appropriate. 

(f) Covered services do not include the 
services of a psychiatric or other hospital or 
skilled nursing home, during a benefit period 
(as defined in regulations), after the third 
day following receipt by the institution and 
the patient of a finding by a ut111zation 
review committee pursuant to section 51(e) 
that further stay in the hospital or further 
stay in the nursing home, as the case may be, 
is not medically necessary. 

PHARMACEUTICAL BENEFITS 

SEc. 25. (a) The Board shall establish and 
disseminate (and review at least annually) 
(1) a list of drugs for use in participating 
institutions, groups practice organizations, 
and individual practice associations, and (2) 
a list (for use outside such institutions, or­
ganizations, and associations) of diseases 
and conditions for the treatment of which 
drugs may be furnished as a covered service, 
and a specification of the drugs that may be 
so furnished for each disease or condition 
listed. Subject to the provisions of subsec­
tions (b) and (c), the furnishing of a drug 
to an eligible person is a covered service if it 
is furnished by or on prescription of a par­
ticipating physician or dentist, or by or on 
prescription of a physician or dentist acting 
on behalf of a participating institutional or 
other provider. 

(b) The list of drugs referred to in sub­
section (a) (1) shall be designed to provide 
physicians and dentists with an armamen­
tarium necessary and sufficient for rational 
drug therapy incident to comprehensive 
medical services or incident to covered dental 
services. The furnishing of a drug on this 
list is a covered service if it is furnished to 
a person who is enrolled in a participating 
group practice organization or individual 
practice association, or is administered with­
in a participating hospital to an inpatient or 
an outpatient or is administered to an in­
patient of a participating skilled nursing 
home operated by a participating hospital or 
having in effect an affiliation agreement in 
accordance with section 52 (b) . 

(c) The list of diseases and conditions 
referred to in subsection (a) (2) shall include 
those chronic diseases and conditions for 
which drug therapy, because of lts duration 
and cost, commonly imposes substantial fi­
nancial hardship; and may include other 
diseases and conditions for which the Board 
finds costly drug therapy to be commonly 
required and effective. To assure proper utili­
zation of drugs for specific diseases or con­
ditions, the Board may require that the 
physician or dentist furnishing or prescribing 
a listed drug be a specialist qualified to diag­
nose and treat that disease or condition. The 
furnishing of a drug ('although not to a per-

son or under circuinstances described in sub­
section (b)) is a covered service if (1) the 
physician or dentist furnishing or prescribing 
it identifies the disease or condition for which 
irt is furnished or prescribed, and the disease 
or condition is one appearing on the Board's 
list, (2) the physician or dentist meets spe­
cialist qualification, if any, required by the 
Board, and (3) the drug is specified on the 
Board's list as one available for treatment 
of the disease or condition identified by the 
physician or dentist. 

(d) The Board shall not list a drug under 
this section unless ( 1) the Secretary has 
found that it is safe and efficacious for the 
purposes for which it is recommended and 
(on the list established under subsection 
(c)) for the treatment of each disease or 
condition for which it is specified on the list. 
and (2) the Board finds that it is available 
at a reasonable cost (considering, among 
other factors, the existence or Sibsence of 
competition in the production, distribution, 
and sale of the drug). Drugs shall be listed 
by their established names (as defined in 
section 502 (e) of the Federal Food, Drug, and 
Cosmetic Act) and also, to the extent the 
Board deems appropriate, by trade names. 

(e) In reviewing and revising lists estab­
lished under this section the Board shall 
take into consideration (1) current informa­
tion about the safety and efficacy of listed 
drugs, and about their cost, (2) the results 
of review of drug uttlization under this title, 
(3) experience bearing on the determina­
tion of what diseases and conditions meet 
the criteria stated in subsection (c), and (4) 
such other factors as the Board deems per­
tinent. Drugs shall be added to or eliminated 
from the lists as the Board finds best cal­
culated to effectuate the purposes of this 
section. 

DEVICES, APPLIANCES, AND EQUIPMENT 

SEC. 26. (a) The Board shall establish and 
disseminate (and review at least annually) 
lists of the therapeutic devices, appliances, 
and equipment (including eyeglasses, hear­
ing aids, and prosthetic appliances) , or 
classes thereof, which it finds are important 
for the maintenance or restoration of health 
or of employability or self-management. The 
Board shall take into consideration the ef­
ficacy, reliabUity, and cost of each item 
listed, and shall attach to any item such 
conditions as it deems appropriate with re­
spect to the circumstances under which or 
the frequency with which the item may be 
prescribed. In establishing and revising lists 
under this section the Board shall seek to 
avoid a rate of expenditure for the furnish­
ing of devices, appliances, and equipment in 
excess of 2 per centum of the rate of ex­
penditure for all covered services. 

(b) The furnishing of a device, appliance, 
or equipment prescribed by a participating 
physician or dentist, or by a physician or 
dentist acting on behalf of a participating 
institutional or other provider, is a covered 
service if the item appears on a current list 
established under subsection (a) and the 
prescription falls within any conditions at­
tached, on the list, to the prescribing of that 
item. The furnishing of any other device, 
appliance, or equipment so prescribed is also 
a covered service if, in accordance with regu­
lations, the furnishing of it has been ap­
proved in advance by the Board. Regula­
tions under this section may list items or 
classes of items which, because of lack ot 
efficacy or rellabil1ty or because of cost, the 
Board had determined may not be furnished 
as covered services. 
OTHER PROFESSIONAL AND SUPPORTING SERVICES 

SEc. 27. (a) To the extent provided in 
regulations, the following are covered 
services: 

(1) the p-rofe~sional services of optom­
etrists in the examination, diagnosis, and 
treatment of conditions of the vision SYI: .:em; 

(2) the professional services of podiatrists; 
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(3) the diagnostic services of independent 

pathology laboratories, and diagnostic and 
therapeutic radiology furnished by inde­
pendent radiology services; 

( 4) the care of a. patient in a. mental health 
day care service (A) for not more than sixty 
full days (or its equivalent) during or follow­
ing a benefit period (as defined in regula­
tions), when furnished by a hospital or a 
service affiliated with a. hospital, or (B) if 
furnished by a. group practice organization or 
by a. community mental health center or 
other mental health center which furnishes 
comprehensive mental health services, or 
(C) if furnished by a. mental health day care 
service with which the Board has an agree­
ment under section 49(a) (3); 

( 5) in addition to the services available 
from hospitals, mental health centers, or 
other providers, the active treatment of a 
person with an established diagnosis of alco­
holism or drug abuse, as an outpatient, in a. 
free-standing ambulatory center (that is, a. 
center the services of which are not fur­
nished on behalf of another provider) with 
which the Board has an agreement under 
section 49(a) (5) for the treatment of per­
sons with such diagnosis; 

(6) in addition to the services available 
from other providers, family planning serv­
ices furnished by a free-standing family 
planning center with which the Board has an 
agreement under section 49 (a) ( 6) ; 

(7) in addition to the services available 
from other providers, rehabilitation services 
furnished by a free-standing rehab111tation 
center with which the Board has an agree­
ment under section 49(a) (7); and 

(8) ambulance and other emergency trans­
portation services, and such nonemergency 
transportation services as the Board finds 
essential to overcome special d111lculty of 
access to covered services. 

(b) Supporting services (such as psycho­
logical, physiotherapy, nutrition, social work, 
or health education services) are covered 
services when they are furnished on behalf of 
an institutional provider or when, with the 
approval of the Board, they are furnished on 
behalf of a group practice organization or 
individual practice association, or of an orga­
nization, agency, or center with which the 
Board has an agreement under section 49(a); 
but only if the persons furnishing the sup­
porting services are compensated on a salary, 
stipend, or capitation basis by the provider 
on whose behalf they are furnished. 

EXCLUSIONS FROM COVERED SERVICES 

SEc. 28. (a) Health Services furnished or 
paid for under a workmen's compensation law 
of the United States or a State, or legally 
required to be so furnished or paid for, are 
not covered services. Such services, if fur­
nished by a participating provider to an 
eligible person, shall nevertheless be treated 
as covered services in accordance with this 
part unless and until a determination has 
been made pursuant to the workmen's com­
pensation law that the services are covered 
by that law, and any resulting overpayment 
under this title shall, when payment is made 
under the workmen's compensation law, be 
recouped in the same manner as other over­
payments. 

(b) Health services furnished in a primary 
or seconda·ry school are covered services only 
to such extent and on such conditions as may 
be specified in regulations. 

(c) Surgery performed solely for cosmetic 
purposes (as defined in regulations), and hos­
pital or other services incident thereto, are 
not covered services. 

(d) The furnishing of a drug otherwise 
1ihan in accordance With section 25 is not a 
covered service. The furnishing of a. device, 
appliance, or equipment otherwise than in 
accordance with section 26 is not a covered 
service unless it is furnished, in accordance 
with section 22(a.) or section 23(a), as an 
lnciden.t to professional services. 

(e) The Board may by regulation exclude 
from covered services medical or surgical 
procedures (and services incident thereto) 
which it finds both (1) are essentially ex­
perimental in character, and (2) because of 
cost or because of shortage of qualified per­
sonnel or facllitie3 cannot pra.cticably be 
furnished on a nationwide basis. 

(f) Except as provided in regulations, 
services are not covered services if ( 1) they 
are furnished by another provider to a per­
son who has enrolled in a participating 
group practice organization or in a partici­
pating individual practice association, and 
are within the range of services which the 
organization or association has undertaken 
to furnish, or (2) they are primary physi­
cians' services or covered den tal services and 
are furnished by another provider to a per­
son who has chosen to be on the list of a 
physician or a dentist electing to be paid 
by the capitation method. Regulations un­
der this sub3ection shall permit termination 
of the enrollment referred to in clause ( 1) , 
or of the choice referred to in clause (2), 
after the enrollment or choice has been in 
effect for twelve months, or at an earlier 
time for such reasons as may be specified 
in the regulations. 

(g) The services of a professional pra.c­
titioner are not covered services if they are 
furnished in a hospital which is not a par­
ticipating provider, or are furnished to a 
psychiatric inpatient of an institution at 
a time when the institutional services to 
the p8!tient are, by reason of section 24(d), 
not covered services. 
PART c--PABTICIPATING PROVlDERS OF SDVICBS 

IN GENBRAL: AGREEMENTS wrrB TBB BOARD 

SEc. 41. (a) A person, corporation, or other 
entity furnishing any covered service is a 
participating provider if he or it (1) 1s a 
qualified provider of that service, as deter­
mined in accordance with this part, and 
meets such requirements as are prescribed 
by or pursuant to part H (relating to the 
quality of care), (2) furnishes the a;ervlce as 
an independent provider and not (as em­
ployee or otherwise) on behalf of another 
provider entitled under part E to payment 
for the service, and (3) has filed With the 
Board an agreement (A) that services to 
eligible persons will be furnished without 
discrimination on the ground of ra.ce, color, 
or national origin, (B) that no charge will 
be made for any covered service other than 
for payment authorized by this title, (C) 
that the provider will furnish such informa­
tion and reports as may be reqUired under 
this title for the making of payments, or as 
the Board may reasonably reqUire for ut111za­
tion review by professional peers or for sta­
tistical or other studies of the operation of 
the title (including information and r-eports 
required for the purposes of the Commission 
on the Quality of Health Care), and will 
permit such examinations of records as may 
be necessary for verification of information 
on which payments are based, and (D) in the 
case of an institutional provider, a group 
practice organization, an individual practice 
association, or other provider specifted 1n 
regulations of the Board, that it will comply 
with such requirements as the Board finds 
necessary to assure to the employees of the 
provider protection of employment rights 
and working conditions, including the right 
to collective bargaining, equal, as nearly as 
may be, to the protection generally avallable 
to industrial employees under Federal taw or 
under the law of the State in which the 
provider is situated. 

(b) Participation of a provider may be 
suspended or terminated pursuant to section 
132 or section 134. 

(c) If a provider subject to clause (D) of 
subsection (a) (3) is merged, consolldated, or 
otherwise reorganized in a manner affecting 
the employment or rights of its empleyees, 

the Board shall require, as a condition of 
participation by the merged, consolidated, or 
reorganized provider, that it undertake to 
comply with reasonable requirements of the 
Board for the protection of the pre-existing 
rights, benefits, and privileges of the em­
ployees of the provider or providers involved 
in the merger, consolidation, or reorganiza. 
tion. If a provider subject to clause (d) 
which is an agency of a State or local gov­
ernment, is closed, the Board is authorized, 
for the purpose of this subsection, to treat 
the closure as a consolidation with such 
other agency or agencies of the same unit of 
government as it :finds will perform the prin­
cipal functions of the provider which has 
been closed. 

PROFESSIONAL PRACTITIONERS 

SEc. 42. (a) A physician, dentist, optome­
trist, or podiatrist, legally authorized on the 
effective date of health security benefits to 
practice his profession in a State, is a quali­
fied provider of covered services within the 
State. A practitioner first so authorized by a 
State after the effective date is a qualified 
provider in that State if, in addition, he 
meets national standards established by the 
Board (taking into consideration the criteria 
applied by any recognized national testing 
organization) for the practitioner's profes­
sion. A practitioner who is a qualified pro­
vider in one State, if he meets the national 
standards, is also in any other State (in ac­
cordance With the provisions of section 56 
(a) (1) a qualified provider of services which 
(1) are covered servicPs to persons entitled 
thereto under this title, and (2) are of a kind 
which such other State authorizes to be 
furnished by practitioners of his profession. 

(b) For the purposes of this title-
(1) a doctor of osteopathy legally author­

ized to practice medicine and surgery in a 
State is a physician; 

(2) a dentist qualified in accordance with 
subsection (a) is a physician when per­
forming oral surgery or other procedures 
which, in accordance with generally accepted 
professional standards, may be performed 
by either a physician or dentist; and 

(3) a doctor of optometry or podiatry 
qualified in accordance with subsection (a) 
is a physician when furnishing services 
which are covered services in accordance 
with regulations issued under section 27(a) 
and which helps legally authorizet.. to furnish 
in the State in which he furnishes them. 

GENERAL HOSPITALS 

SEc. 43. Subject to the provisions of sec­
tion 53, a hospital (other than a psychiatric 
hospital) is a quaH:fled provider if it is an 
institution which-

( a) is primarily engaged in providing to 
inpatients (other than mentally ill persons) 
diagnostic, therapeutic, and rehabllitation 
services, furnished by or under the s'l)per­
vision of physicians, for medical diagnosis, 
treatment, care, and rehabilitation of in­
jured, disabled, or sick persons; 

(b) maintains adequate clinical records 
on all patients; 

(c) has bylaws in effect with respect to its 
staff of physicians, and has filed With the 
Board an agreement that in granting or 
maintaining medical staff privileges it will 
not discriminate on any ground unrelated 
to professional qualifications; 

(d) has a requirement that every patient 
must be under the care of a physician; 

(e) provides twenty-four-hour nursing 
service rendered or supervised by a registered 
professional nurse, and has a licensed prac­
tical nurse or registered professional nurse 
on duty at all times; 

(f) has a pharmacy and drug therapeutics 
committee which establishes policies for 
the selection, acqUisition and utilization of 
drugs; 

(g) has in e1fect a hospital utilization re­
\"!ew plan which meets the requirements of 
section 51; and 
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(h) meets all applicable requirements of 
the law of the State in which it is situated. 

PSYCHIATRIC HOSPITALS 

SEc. 44. Subject to the provisions of sec­
tion 53, a hospital which is primarily en­
gaged in furnishing psychiatric services to 
inpatients who are mentally ill is a qualified 
provider if it (or a distinct part of it) is 
an institution-

( a) in which diagnostic, thera.peutic, and 
rehabilitative services with respect to mental 
illness are furnished by or under the super­
vision of physicians; 

(b) which satisfies the requirements of 
subsections (b) through (h) of section 43; 

(c) which, on the basis of staffing and 
other factors it deems pertinent, the Board 
finds is qualified to furnish active treat­
ment; and 

(d) which maintains such records as the 
Board finds necessary to determine the de­
gree and intensity of the treatment fur­
nished. 

SKILLED NURSING HOMES 

SEc. 45. Subject to the provisions of sec­
tions 52 and 53, a skilled nursing home is a 
qualified provider if it (or a distinct part of 
it) is an institution which-

(a) is primarily engaged in providing to 
inpatients (other than mentally ill persons) 
skilled nursing care and related services for 
patients who require medical and nursing 
services; 

(b) has written policies, which are devel­
oped (and reviewed from time to time) with 
the advice of a group of professtonal person­
nel, including one or more physicians and 
one or more registered professional nurses, 
to govern the services it provides; 

(c) has a medical staff, a physician, or a 
registered professional nurse responsible for 
the execution of such policies; 

(d) unless it is operated by a participating 
hospital, operates under the supervision of 
an administrS~tor licensed by the State in 
whioh the institution is situated; 

(e) h'a5 a requirement that the health care 
of every patient be under the supervision of 
a physician, and provides for having a physi­
cian available to furnish necessary medical 
care in case of emergency; 

(f) maintains adequate clinical records on 
all patients; 

(g) provides twenty-four hour nursing 
service sufficient to meet nursing needs in 
accordance with the policies developed as 
provided in subsection (b) , and has at least 
one registered professional nurse employed 
full time; 

(h) provides appropriate methods and pro­
cedures for the dispensing and administering 
of drugs; 

(i) has in effect a utilization review plan 
which meets the requirements of section 51; 
and 

(j) meets all applicable requirements of 
the law of the State in which it is situated 
and, unless the Board finds that such law 
provides equivalent protection, meets the 
provisions of the Life Safety Code of the Na­
tional Fire Protection Association (other 
than any provision of the code authorizing 
waiver of its requirements) a;ppllca.ble to 
nursing homes. 

HOME HEALTH SERVICE AGENCmS 

SEc. 46. Subject to the provisions of sec­
tion 52, a home health serv·ice agency is a 
qualified provider if it is a public agency or 
a nonprofit private organization, or a sub­
division of such an agency or orga.nlzation. 
which-

( a) is primarily engaged in furnishing, on 
an intermittent and visting basis in patients' 
homes, skilled nursing and other therapeutic 
services to patients (other than mentally 
ill persons) who are under the care of 
physir!ans; 

(b) has written policies developed (and 
reviewed from time to time) by a group of 
professional personnel associated with the 

agency or organization, including one or 
more physicians and one or more registered 
professional nurses, to govern the services 
which it furnishes, and provides for super­
vision of such services by a physician or reg­
istered professional nurse; 

(c) maintains adequate cl!lnical records 
on all patients; 

{d) meets all applicable requirements of 
the law of the State in which it furnishes 
services; and 

(e) has written pollcies and procedures 
which provide for a systematic evaluation 
of its total program at appropriate intervals 
in order to assure the appropriate utilization 
of services. 

GROUP PRACTICE ORGANIZATIONS 

SEc. 47. (a) A group practice organization 
(a type of health maintenance organization) 
is a qualified provider if-

(1) it ts a public or other nonprofit orga­
nization which furnishes health services to 
persons enrolled in the organization; 

(2) it provides at least annually an open 
enrollment period of not less than thirty 
days, during which all eligible persons living 
within a defined service area (or living near 
enough thereto to have reasonably ready 
access to the services of the organization) , 
up to the capacity of the organization to 
furnish services, are accepted for enrollment 
tn the order in which they apply, except 
that priority may be given to persons living 
within the service area; and it does not 
terminate any enrollment because of the 
enrollee's health status or his need or de­
mand for health services, or for any other 
reason except repeated and serious viola­
tion of reasonable rules of the organization; 

(3) it undertakes to provide to its en­
rollees, at its expense and in accordance with 
paragraphs ( 4) and ( 5) , all of the covered 
services described in part B, including such 
supporting services as the Board may have 
approved under section 27(b); except that 
it may exclude some or all mental health 
services or dental services if it assures re­
ferral of its enrollees to prov•iders of such 
·excluded services when medically appro-
priate and maintains arrangements with 
such providers for the availability of the 
services to its enrollees; 

(4) all physician services, and dental serv­
ices if the organization undertakes to provide 
them, are (except for ip.frequently used serv­
ices) furnished by a medical group which 
meets the following conditions, or by two or 
more groups each of which meets such con­
ditions-

(A) the group consists of physicians, or of 
physicians and dentists, with or without 

·other professional health personnel, sufficient 
in number and possessing among them the 
necessary qualifications to furnish all cov­
ered physician services and the dental serv­
ice (if any) which the group practice orga­
nization undertakes to provide (except infre­
quently used services); and 

(B) the members of the group (i) as their 
principal professional activity practice their 
profession as a group responsibility in fur­
nishing services to enrollees of the group 
practice organization, (11) pool their income 
from practice as such members (unless they 
are compensated by salary or stipend by the 
group practice organization) and distribute 
it among themselves in accordance with a 
prearranged salary, percentage, or similar 
plan, and (iii) jointly use medical and other 
records, a substantial part of their major 
equipment, and the services of professional, 
technical, and administrative staff (includ­
ing personnel furnishing supporting services 
approved under section 27 (b) ) ; 

( 5) all services, other than physician serv­
ices and dental services, which the organiza­
tion undertakes to provide (except infre­
quently used services) are furnished through 
its own staff and facillties (or are furnished 
by others under contract, if the organization 
retains control of, and full responsibility for, 

the availability and quality of the services); 
except that institutional servi~es may be pro­
vided through arrangements with other par­
ticipating providers (either nonprofit or for­
profit) for the availability of services; 

(6) the organization encourages health 
education of its enrollees (including educa­
tion in the appropriate use of health services) 
and the development and use of preventive 
health services, and furnishes and arranges 
services and (to the extent practicable) ar­
ranges its system of medical records in such 
a manner as to facilitate continuity of care, 
and to the maximum extent feasible makes 
all services (including emergency services at 
all times) readily accessible to enrollees who 
live in its service area; 

(7) it makes available to its enrolees and 
to the public full information about the serv­
ices it provides and their availability, and 
such other information about its operations 
and the utilization of services as the Board 
may by regulation require; 

(8) it provides an opportunity for repre­
sentatives of its enrollees to participate 
effectively in the formulation of policies of 
the organization and in ·;he evaluation of 
its operation, and provides fair and effec­
tive procedures for resolving disputes be­
tween enrollees and the organization or pro­
viders with whom it has contracted or has 
arrangements for the furnishing of service; 

(9) it provides that a committee or com­
mittees of physicians (with other health 
professionals where appropriate) associated 
with the organization promulgate profes­
sional standards, oversee the professional 
aspects of the delivery of care, perform the 
functions of a pharmacy and drug thera­
peutics committee, and monitor and revi~w 
the utilization and qua!ity of all health se~ v­
ices (including drugs); 

(10) to the extent practicable and con­
sistent with good medical practice, it em­
ploys allied health personnel and subpro­
fessional and lay personnel in the furnish­
ing of services; 

( 11) it assumes the financial respon­
sibility, without benefit of insurance except 
in accordance with section 87 (e) , for assur­
ing to its enrollees the services which it has 
undertaken to provide; 

(12) its premiums or other charges for 
any services not paid for under this tttle 
are reasonable; and 

(13) it undertakes, to the extent required 
by regulations with respect to services of 
the kinds it has undertaken to provide, to 
arrange for reciprocal out-of-area services 
by other group practice organizations, or tv 
pay for health services furnished to its en­
rollees by other participating providers, in 
emergencies, within or outside the service 
area of the organization. 

(b) A group practice organization, or with 
its approval a professional practitioner who 
furnishes services on its behalf, may furnish 
services to persons who are not enrolled in 
the organization, Payment for such services, 
if they are covered services to eligible per­
sons, shall be made by one of the methods 
provided in part E for payment of independ­
ent practitioners, and shall be made to the 
organization unless the organization re­
quests that it be made to the practitioner 
who furnishes the services and he is a partic­
ipating provider. 

INDIVIDUAL PRACTICE ASSOCIATIONS 

SEc. 48 (a) An individual practice associa­
tion (a type of health maintenance organ­
ization) is a qualified provider if-

( 1) it ts an organization sponsored by a 
county or other local medical society, with 
a service area coextensive with the area of 
its sponsoring society, which meets the con· 
ditions set forth in section 47(a) (relating 
to group practice organizations) other than 
paragraph ( 4) thereof; 

(2) all physician services, and dental serv­
ices if the association undertakes to furnish 
them, are (except for infrequently used serv-
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ices) furnished by professional members of 
the association, who are compensated by 
whatever method or methods (including fee­
for-service) may be agreed upon by the 
association and its professional members; 
and 

(3) the association permits any physician 
(or dentist, if the association undertakes to 
furnish dental services) practicing in its 
service area, whether or not a member of 
the sponsoring society, subject only to cri­
teria (approved by the Board) of professional 
qualifications, to become a professional 
member of the association to furnish services 
on its behalf. 

(b) A professional member of an associa­
tion, unless he has agreed otherwise with 
the association, may furnish services to per­
sons who are not enrolled in the association, 
and payment for the services, if they are 
covered services to an eligible person, shall 
be made by one of the methods provided in 
part E for payment to independent practi· 
tioners. The payment shall be made to the 
professional member, except that if he is 
compensated by the association for services 
to enrollees on a salary, stipend, or capita­
tion basis (or if he is not a participating 
provider) the payment shall be made to the 
association. 

OTHER HEALTH SERVICE ORGANIZATIONS 

SEc. 49. (a) Pursuant to an agreement 
with the Board containing such terms and 
conditions, and prescribing such standards, 
as the Board deems proper, any of the fol­
lowing is a qualified provider of such serv­
ices as are specified in the agreement--

( 1) a public or other nonprofit agency or 
organization (including a hospital) which 
furnishes all of the covered services de· 
scribed in part B, including such supporting 
services as the Board may have approved un­
der section 27 (b), except that it may exclude 
some or all institutional services, mental 
health services, or dental services if it as­
sures referral of its patients to providers of 
such services when medically appropriate 
and maintains arrangements with such pro­
viders for the availability of the services to 
its patients; 

(2) a public or other nonprofit center (in-
. eluding a satellite center established by a 
hospital) which (A) furnishes, as a mini­
mum, the services of two or more physicians 
engaged in general or family practice, the 
services of nurses and supporting personnel, 
and basic laboratory services, which the 
Board finds suffiJCient for the primary med­
ical care of a substantial population living in 
the vicinity of the center, and (B) has ar­
rangements with other providers of services 
which the Board finds assured to the popula­
tion served by the center, on a coordinated 
basis, all components of the covered health 
services described in part B; 

(3) a public or other nonprofit mental 
health center or mental health day care serv­
ice; 

(4) a State or local public health. agency 
furnishing preventive or diagnostic services, 
or a public agency furnishing covered health 
services in a primary or seconda;ry school in 
accordance with regulations issued under 
section 28(b); 

(5) a free-standing ambulatory treatment 
center for the treatment of alcoholism or 
drug abuse, or both; 

(6) a free-standing center for the furnish­
ing of family planning services; 

(7) a free-standing center for the furnish­
ing of rehrabilitation services; or 

(8) a medical or denl{)al group practice or 
clinic, a dental foundation, or another or­
ganzlaltion or agell!Cy furnishing health serv­
ices to ambulrutory patients. 

(b) An agreement under this section shall 
not, except to the extent that it specifically 
so provides, preclude a professional practi­
tioner who furnishes services on behalf of 
the provider from furnishing also; either on 
behalf of the provider or as a p·articipating 

independent practitioner, services which are 
of a kind not within the scope of the agree­
ment or are furnished to persons not within 
its scope. Unless the agreement provides that 
payment for covered services furnished to 
eligible persons shall be made to the provider 
who has enrtered into the agreement, pay­
ment shall be made to the practitioner by 
one of the methods provided in part E for 
payment to independent practitioners. 

OTHER PROVIDERS 

SEc. 50. (a) An independent pathology 
laboratory (as defined in regulations) is a 
qualified provider of diagnostic pathology 
services if (whether or not it is engaged in 
transactions in interstate commerce) it 
meets the requirements established by or 
pursuant to section 353 of the Public Health 
Service Act. An independent radiology serv­
ice (as defined in regulations) is a qualified 
provider of diagnostic and therapeutic radi­
ology if it meets all applicable requirements 
of the law of the State in which the serv­
ices are furnished. 

(b) A provider of drugs, devices, ap­
pliances, or equipment is a qualified provider 
if he meets all applicable requirements es­
tablished by or pursuant to the Federal Food, 
Drug, and Cosmetic Act and all requirements 
of the law of the State in which the pro­
vider is situated. 

(c) A provider of ambulance or other cov­
ered transportation services is a qualified 
provider if he meets all applicable require­
ments of the law of the State in which 
the services are furnished. 

(d) A Christian Science sanatorium is a 
qualified provider of services specified in 
regulations prescribed under section 24(a) 
if it is opera ted, or listed and certified, by 
the First Church of Christ, Scientist, Boston, 
Massachusetts. 

UTILIZATION REVIEW 

SEc. 51. A utilization review plan of a 
psychiatric or other hospital or a skilled 
nursing home shall be considered sufficient 
if it provides-

( a) for the periodic review on a sample 
or other basis (and the maintenance of ade­
quate records of such review) of admissions 
to the institution, the duration of stays, and 
the professional services (including drugs) 
furnished, ( 1) with respect to the medical 
necessity of the services, and (2) for the 
purpose of promoting the most etficient use 
of available health facilities and services; 
and provides for periodic reports, to the in­
stitution and the medical staff (and, when 
requested, to the Board), of statistical sum­
maries of the review; 

(b) in the case of a psychiatric or other 
hospital, for such review to be made either 
(1) by a staff committee of the hospital 
composed of two or more physicians (con­
sulting, with respect to drug utilization, with 
the pharmacy and drug therapeutics com­
mittee), with or without participation of 
other professional personnel, or (2) by a 
group outside the hospital which is similarly 
composed and which, if practicable, is es­
tablished by the local medical society and 
hospitals in the locality, or is established 
in such other manner as may be approved by 
the Board; but clause ( 1) of this subsection 
shall be inapplicable to any hospital where, 
because of its small size or for such other 
reason as may be specified in regulations, it 
is impracticable for the hospital to have a 
properly functioning staff committee for the 
purposes of this section; 

(c) in the case of a skilled nursing home, 
for such review to be made by a committee, 
composed and established as provided in sub­
section (b) , or by a committee so composed 
which is established by the State or local 
public health agency pursuant to a contract 
with the Board, or by the Board; except that 
if a consolidated budget has been approved 
for the nursing home and a hospital, under 
section 83(f), the review shall be made by 

the utilization review committee of the hos­
pital; 

(d) for such review, in each case of in­
patient hospital services or skilled nursing 
home services furnished to a patient during 
a continuous period of extended duration, as 
of such days of such period (which may dif­
fer for different classes of cases) as may be 
specified in regulations, with such review to 
be made as promptly as possible after each 
day so specified, and in no event later than 
one week following such day; and 

(e) for prompt notification to the institu­
tion, the patient, and his attending physi­
cian of any finding (made after opportunity 
for consultation afforded to such attending 
physician) by the physician members of such 
committee or group that any admission, fur­
ther stay, or furnishing of particular serv­
ices in the institution is not medically nec­
essary. 

TRANSFER AND AFFILIATION AGREEMENTS 

SEc. 52. (a) A skilled nursing home is a 
qualified provider only if it has in effect (or 
there is in effect a finding under subsection 
(c) temporarily dispensed with) a transfer 
agreement with at least one participating 
hospital, providing for the transfer of 
patients and of medical and other informa­
tion between the institutions as medically 
appropriate. 

(b) After two years following the effective 
date of health benefits, a skilled nursing 
home or a home health service agency will 
be a qualified provider only if it has in 
effect (or there is in effect a finding under 
subsection (c) temporarily dispensing with) 
an atfiliation agreement with a participating 
hospital or a participating group practice 
organization, under which the medical staff 
of the hospital or organization (or a com­
mittee thereof) will furnish, or will assume 
responsibility for, the professional services 
in the skilled nursing home, or the profes­
sional services furnished by the home health 
agency, as the case may be. 

(c) The requirement of a transfer agree­
ment under subsection (a), or of an atfilia­
tion agreement under subsection (b), shall 
not be applicable in any case if there is in 
effect a finding by the Board that the lack 
of a suitable hospital or organization with­
in a reasonable distance makes such an 
agreement impractible, and that the serv­
ices of the skilled nursing home or the home 
health agency are essential to avoid a critical 
shortage of services to eligible persons. Such 
a finding shall be reviewed periodically, and 
shall be revoked whenever the Board finds 
it practicable to do so. 

NEWLY CONSTRUCTED FACILITIES 

SEc. 53. A psychiatric or other hospital or 
a skilled nursing home, or a provider op­
erating a facility for ambulatory care, is 
not a participating provider if construction 
or substantial enlargement of the facility 
(whether or not in replacement of another 
facility) w'as undertaken (as defined in 
regulations) after December 31 of the year 
in which this title is enacted unless (a) the 
construction or enlargement is in accord 
with a State certificate of need, or has been 
found by a State agency designated by the 
Governor of the State for this purpose, or has 
been found by the Board, to be needed for 
the furnishing of adequate services to per­
sons residing in the area to be served by 
the institution, or (b) in the case of en­
largement of an existing facllity, the Board 
has found (regardless of the need for the 
enlargement) that the facility 1s needed for 
that purpose. (For provision relating to re­
duction in payments in certain cases re­
ferred to in clause (b), see section 89.) 

LIMITATIONS ON MALPRACTICE JUDGMENTS 

SEc. 54. In any litigation in any court of 
the United States or any State seeking dam­
ages for injury caused by negligence or other 
fault in the furnishing of any service cov­
ered by this Act, no damages shall be awarded 



112 CONGRESSIONAL RECORD- HOUSE January 14, 1975 

for the cost of remedial services for which 
the injured party was or is entitled to have 
payment made under this Act (or for which 
he wo-uld have been, or would be, entitled 
to have payment made upon obtaining the 
services from a participating provider). 
EXCLUSION: FEDERAL PROVIDERS OF SERVICES 

SEc. 55. No institution of the Department 
of Defense, no institution of the Veterans' 
Administration, no institution of the Depart­
ment of Health, Education, and Welfare en­
gaged in the provision of services to merchant 
seamen or to Indians or Alaskan natives, and 
no employee of any of the foregoing acting 
as employee, is a participating provider. The 
Board shall, however, reimburse the proper 
appropriation for any covered services fur­
nished by any such institution or employee 
to an eligible person who is not, under any 
Act other than this Act, eligible to receive the 
service from the institution or employee. The 
Board shall also reimburse the proper appro­
priation for any covered services furnished to 
eligible persons pursuant to section 329 of 
the Public Health Service Act, such reim­
bursement to be in lieu of payments required 
by section 329 (b) of that Act. 

RESTRICTIVE STATE LAWS INOPERATIVE 

SEc. 56. (a) In the furnishing of covered 
services to eligible persons (any law of a 
State or political subdivision to the contrary 
notwithstanding)-

(1) A physician, dentist, optometrist, or 
podiatrist who is legally authorized by a State 
to practice his profession and who meets 
national standards established by the Board 
pursuant to section 42(a) is hereby author­
ized to furnish in any other State, either as 
an independent participating provider or on 
behalf of an institutional or other participat­
ing provider, the services which such other 
State authorizes to be furnished by practi­
tioners of his profession. 

(2) A professional nurse, or a practitioner 
of another health profession or occupation 
designated in regulations, who meets national 
standards established by the Board for his 
profession or occupation is hereby authorized 
to furnish in any State, on behalf of partici­
pating providers of services, the services 
which that State authorizes or permits to be 
furnished by practitioners of his profession 
or occupation. National standards applicable 
to professional nursing, or to any other pro­
fession or occupation the practice of which 
is subject in all States to licensure or simi­
lar authorization, shall contain a require­
ment of licensure or authorization by at least 
one State. 

(3) In a participating public or other non­
profit hospital or a participating group prac­
tice organization, a practitioner of any health 
profession other than medicine or dentistry 
or of any nonprofessional health occupation 
who meets national standards established by 
the Board for his profession or occupation, 
and meets any additional qut:~,lifications 
established by the Board for the performance 
of particular acts or procedures, is hereby au­
thorized to perform, under the supervision 
and responsibil1ty of a physician or dentist, 
such of the acts which might lawfully be per­
formed by the physician or dentist as are 
specified in regulations. 

(4) A participating public or other non­
profit hospital or a participating group prac­
tice organization is hereby authorized 
(whether or not the arrangement may be 
deemed to constitute corporate practice of a 
profession) to employ physiCians, dentists, or 
other professional practitioners, or to obtain 
and compensate their services in a.ny other 
manner, and the practitioners are authorized 
to serve such a hospital or organization as 
employees or in any other manner; but only 
if the employment or other arrangement is 
not of a kind which the Board finds is likely 
to cause lay interference with professional 
acta or professional judgments. 

(b) If the Board finds that a proposed cor­
poration will meet the requirements of sec­
tion 47(a) for participation as a group prac­
tice organization, but that it cannot be in­
corporated in the State in which it proposes 
to furnish services because the State law re­
quires that a medical society approve the in­
corporation of such an organization, or re­
quires that physicians constitute all or a 
majority of its governing board, or requires 
that all physicians in the locality be per­
mitted to participate in the services of the 
organization, or makes any other require­
ments which the Board finds incompatible 
with the purposes of this title, the Board 
may issue a certificate of incorporation to the 
organization, and it shall thereupon become a 
body corporate. The powers of the corpora­
tion shall be limited to the furnishing of 
services undel' this title, and the doing of 
things reasonably necessary or incident 
thereto. So far as the Board finds to be com­
patible with the purposes of this title, the 
certificate of incorporation shall accord with, 
and the corporation shall be subject to, pro­
visions of the State law which are applicable 
to nonprofit corporations generally. The cor­
poration shall not be deemed to be an instru­
mentality of the United States for purposes 
of exemption from any Federal or State law. 
PART D-TRUST FuND; ALLOCATION OF FuNDS 

FOR SERVICES 

HEALTH SECURITY TRUST FUND 

SEc. 61. (For the text of section 61, see sec­
tion 406, transferring section 1817 of the So­
cial Security Act to this Act, redesignating 
it as section 61, and amending it.) 
ANNUAL DETERMINATION OF FUND AVAILABILITY 

SEc. 62. (a) For each fiscal year the Board 
shall, not later than June 1, next preceding 
the beginning of the fiscal year, fix the max­
imum amount which mg,y (except as provided 
in subsection (c)) be obligated during the 
fiscal year for expenditure from the Trust 
Fund. The amount so fixed-

(!) shall not exceed 200 per centum of the 
expected net receipts during the fiscal year 
(as estimated by the Secretary of the Treas­
ury) from the taxes imposed by sections 
140l(b), 1403, 310l(b), and 3lll(b) of the 
Internal Revenue Code of 1954, and 

(2) for any fiscal year (except for the pe­
riod between tb.e effective date of health ben• 
efits and the end of the first fiscal yee.r be­
ginning thereafter), shall not exceed the 
aggregate obligations, as estimated by the 
Board, incurred and to be incurred by the 
Trust Fund during the fiscal year current at 
the time when the determination is made, 
adjusted to refiect (A) any estimated change 
expected in the prices of goods and services 
which enter into the cost of living, (B) the 
expected change in the number of eligible 
persons, (C) any expected change (to the 
extent that the Board finds it not otherwise 
adequately refiected) in the numbe1' of par­
ticipating professional providers, or in the 
number or capacity for the Jm>Vision of serv­
ices of institutional or other participating 
providers, and (D) any change in the cost of 
adm1nistration of this Act indicated in the 
President's budget estimates pursuant to sec­
tion 201 (g) of the SoCial Security Act. 

(b) In fixing the amount to be available 
for obligation during a fiscal year, pursuant 
to subsection (a)-

(1) if and to the extent that (A) the 
Board estimates that the amount in the 
Trust Fund at the beginning of the fiscal 
year w111 be less than one-quarter of the 
obligations incurred and to be incurred dur­
ing the fiscal year current at the time when 
the determination is made. and (B) the 
Board finds that restriction of the amount 
to be available for obligation will not mate­
rially impair the adequacy or quality of 
services to eligible persons, the amount fixed 
under subsection (a) shall be less than the 
maximum stated in paragraph (1) of · that 
subsection; and 

(2) if and to the extent that the Board 
finds that improvement in the organization 
and delivery of services or in the control 
of their utilization has lessened their ag­
gregate cost (or has lessened an increase 
in their aggregate cost), the amount fixed 
under subsection (a) shall be less than the 
maximum stated in paragraph (2) of that 
subsection (a) , xnay be modified before or 

(c) The amount to be available for obliga­
tion during a fiscal year, fixed pursuant to 
subsection (a), may be modified before or 
during the fiscal year if the Secretary of the 
Treasury finds that the tax receipts referred 
to in subsection (a) (1) will differ from the 
estimate by 1 per centum or more or if the 
Board finds that any of the factors of ex­
pected change referred to in subsection (a) 
(2), or action on the budget estimate for the 
cost of administration, will differ from the 
estimate by 5 per centum or more; or if an 
epidemic, disaster, or other occurrence in­
creases the need for health services to an 
extent which the Board finds requires the 
expenditure of additional funds. If the 
amount fixed pursuant to subsection (a) is 
increased, the Board shall promptly report 
its action to the Congress with a sta.tement 
of the reasons therefor. 
HEALTH SERVICES ACCOUNT, HEALTH RESOURCES 

DEVELOPMENT ACCOUNT, ADMINISTRATION AC­
COUNT, AND GENERAL ACCOUNT 

SEC. 63. (a) There shall be established in 
the Trust Fund a health services account, a. 
health resources development account, an 
administration account, and a general ac­
count (consisting of all moneys in the Trust 
Fund which have not been transferred to 
another account). 

(b) For each fiscal year there shall from 
time to time be transferred from the general 
account to the health resources development 
account the following percentage of the 
amount to be available for obligation during 
that year (as determined pursuant to sec­
tion 62(a) and (b)): for the fiscal year be­
ginning on the effective date of health bene­
fits, and for the next succeeding fiscal year, 2 
per centum; for each of the next two succeed­
ing fiscal years, 3 per centum; for each of the 
next two succeeding fiscal years, 4 per 
centum; and for each fiscal year thereafter. 
5 per centum. Funds in the health resources 
development account shall be used exclu­
sively for the purposes of part F, and shall 
remain avaUable for such uses until ex­
pended. 

(c) The remainder of the amount to be 
avaUable for obligation during the fiscal year, 
after deducting the amount of the Presi­
dent's budget estimates for the cost of ad­
ministering this Act, shall from time to time 
be transferred from the general account to 
the health services account. Funds in the 
health services shall be used exclusively for 
making payments for covered services in ac­
cordance with partE, and shall remain avail­
able for such payments untU expended. 

(d) As amounts available for a fiscal .year 
for the administration of this Act are de­
termined by the Congress, the amount avan­
able for the administration of the title shall 
be transferred from the general account to 
the administration account. 

(e) From time to time any necessary ad­
justments shall be made in the amounts 
transferred to the several accounts, and in 
allocations previously made from the health 
services account. 

REGIONAL ALLOCATIONS FROM HEALTH 

SERVICES ACCOUNT 

SEC. 64. (a) For each fiscal year the Board 
shall, not later than June 1, next preceding 
the beginning of the fiscal year, make allo­
cations to the regions of the Department 
from the funds to be avallable for the fiscal 
year in the health services account. The allo­
cation to each region shall be equal to the­
estimated aggregate expenditures in the re­
gion for services, described in part B as cov­
ered services, in the most recent twelve-
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month period for which reliable data are 
available, adjusted to reflect the factors of 
change referred to in clauses (A), (B), and 
(C) of section 62(a) (2), and further ad­
justed in accordance with subsections (b) 
and (c) of this section. 

{b) It sha.ll be the objective of the Board 
to reduce gradually, and ultimately to elim­
inate substantially, existing differences 
among the regions of the Department in the 
avera;ge per capita cost of health services, ex­
cept as such differences reflect differences in 
the prices of goods and services which enter 
into the cost of living for people in the sev­
eral regions. To this end the Board shall 
modify the allocations for each flsoal year 
determined under subsection (a) in order 
( 1) to reduce, or to lessen any increase in, 
the cost of covered services in regions in 
which the average per capita cost is higher 
(to an extent greater than the difference in 
the estimated weighted average cost of goods 
and services) than the national average per 
capita cost, to such an extent as the Board 
finds practicable without impairing mate­
rially the adequacy or quail ty of services to 
eligible persons, and (2) - to stimulate, to 
such extent as the Board finds practicable 
and desirable, increases in the availab111ty 
and utilization of covered services in regions 
in which the average per capita cost is lower 
(to an extent greater than the difference in 
the estimated weighted average cost of goods 
and services) than the national average per 
capita cost. In modifying allocations to the 
regions, the Board shall take account of 
regional differences in the composition of 
populations, in the prevalence and incidence 
of morbidity indicating need for covered 
services, in the available and needed resources 
in personnel or facilities for provision of cov­
ered services, in the costs of providing covered 
services, and in such other factors as the 
Board may deem pertinent, to the extent that 
such regional differences are not reflected in 
allocations under subsection (a) and have 
not already been taken into account, under 
this subsection, in modifying these alloca­
tions. 

(c) The Board shall withhold from alloca­
tion to the regions a reserve for contingencies, 
in an amount not more than 5 per centum of 
the funds to be available for the fiscal year in 
the health services account. If the remain­
ing amount to be available for the fiscal year 
in the account is less than the sum of the 
regional allocations determined pursuant to 
subsections (a) and (b), the allocations shall 
be reduced proportionately. 

(d) Allocations under this section may be 
modified before or during a fiscal year if the 
amount to be avallable for o·bligation is mod­
ified pursuant to section 62(c). The contin­
gency reserve shall be ava.lla,ble to increase 
one or more regional allOCialtions, as the 
Board may find necessary. From the contin­
gency reserve, or from addttionaJ. funds in 
the geneml account made avallable for ob­
ligation, one or more allocations may also be 
increased if an epidemic, disaster, or other 
occurrence increases the need for health 
services to an extent which the Board finds 
requires the expenditures of additional funds. 

DIVISION OF REGIONAL FtTNDS BY CLASSES OF 
SERVICES 

SEc. 65. (a) For each fiscal year the Board 
shall, not later than July 1, next preceding 
the beginning of the fiscal year, divide the 
allocation to each region into funds to be 
available, respectively, to pay the cost within 
the region of the following classes of serv­
ices: (1) institutional services, (2) physician 
services, (3) dental services, (4) the furnish­
ing of drugs, ( 5) the furnishing of devices, 
appliances, and equipment, and (6) other 
professional and Iniscellaneous services. 

(b) The content, for purposes of the divi­
sion of funds, of each class of services shall 
be defined in regulations. Within the funds 
to be avallable for miscellaneous services, the 

regulations shall establish subfunds, respec­
tively, for the making of incentive payments 
not otherwise provided for, for supporting 
services described in section 27(b), for pay­
ments to optometrists, for payments to po­
diatrists, for payments to independent 
pathology laboratories, for payments to in­
dependent radiology services, and for such 
other purposes as the Board may determine. 

(c) The amounts assigned to the several 
funds and subfunds in each region shall be 
determined in accordance with regulations, 
which shall take into account, in addition to 
the factors considered in making the regional 
allocations, trends in utUization of the sev­
eral services and, to the extent the Board 
finds it practicable, the creation of incen­
tives to the improved utilization thereof. 

FUNDS FOR HEALTH SERVICE AREAS 

SEc. 66. (a) For each fiscal year the Board 
shall, not later than July 1, next preceding 
the beginning of the fiscal year, allot among 
the health service areas established in each 
region under section 124(a), each of the 
funds established for the region pursuant to 
section 65 for a class of services. If an inter­
state health service area lies partly in each 
of two or more regions, appropriate allot­
ments of funds from each region shall be 
made to it. 

(b) The amount allotted to each health 
service area from each regional fund shall 
be equal to the aggregate expenditures in 
the area for services of the class for which 
the fund 1S to be available, as determined (or 
if necessary, estimated) by the Board for 
such twelve-month period as xnay be speci­
fied in regulations; modified to take account 
of the factors considered in making regional 
allocations and in dividing such allocations 
by classes of services (including modifica­
tions designed to further the objective of 
equalization within each region, in the man­
ner set forth in section 64(b) with respect 
to interregional equalization). 

(c) Payment for services, in accordance 
with part E, shall be xnade to participating 
providers in each health service area by such 
officer of the Board as it may designate for 
the purpose. There shall be established for 
each area such accounts as the Board may 
find convenient for making payment to pro­
viders of more than one class of services (such 
as an account for payment to hospitals, or 
an account for payment to group practice 
organizations), in which shall be deposited 
the appropriate portions of the funds for 
the several classes of services to be furnished 
by such providers. 

MODIFICATION OF FUND ALLOTMENTS 

SEc. 67. Before or during a fiscal year the 
division of funds by classes of services pursu­
ant to section 65, or the allotment of funds 
to health service areas pursuant to section 
66, may be modified if the regional alloca­
tions are modified, or if the Board finds that 
modification is required by events occurring 
or information acquired after the division 
and allotment were made. 

INITIAL ACTIONS UNDER PART D 

SEc. 68. In the determination of fund avan­
abUity, regional allocations, and all other ac­
tions required by this part to be taken on a 
fiscal year basis, the Board ma.y in its dis­
cretion take initial actions either for the 
three-month period between the effective 
date of health benefits and the beginning of 
the next fiscal year, or for the fifteen-month 
?eriod between such effective date and the 
end of such fiscal year, making in either case 
appropriate adjustments in the amounts of 
such determinations, allocations, or other ac­
tions. 
PART E--PAYMENT To PR.ovmERs OF SERVICES 

IN GENERAL 

SEC. 81. Payment shall be made to partici­
pating providers, in accordance with this 
part, for covered services furnished to eligi-

ble persons. Payments shall be made from 
the amounts allocated from the health serv­
ices account in the Trust Fund, in accord­
ance with part D, for the respective areas 
and purposes. 

METHODS AND AMOUNT OF PAYMENT TO 
PROFESSIONAL PRACTITIONERS 

SEc. 82. (a) Every independent professional 
practitioner shall be entitled, at his election, 
to be paid by the fee-for-service method, con­
sisting or the payment of a fee for each sep~ 
arate covered service. 

(b) Every physician engaged as an inde­
pendent practitioner in the general or family 
practice of medicine (as determined in ac­
cordance with regulations under section 22 
(b) ) , and every dentist engaged as an inde­
pendent practitioner in the furnishing of 
covered dental services, shall be entitled, at 
his election, to be paid by the capitation 
method if he has filed with the Board an 
agreement ( 1) to furnish all necessary and 
appropriate primary medical services (as de­
fined in such regulations) or oovered dental 
services, as the case may be, to persons on 
a list of persons who have chosen to receive 
all such services from the practitioner, (2) 
to maintain arrangements for referral of pa­
tients to specialists, institutions, and other 
providers of covered services; and (3> to 
xnaintain such records and make such re­
ports of services furnished as xnay be re­
quired by regulations for purposes of medi­
cal audit. A practitioner electing the capi­
tation method is entitled to be paid by the 
fee-for-service method for services furnished 
to eligible persons who are not on his list, 
but not (except as provided in regulations) 
for specialized services furnished to persons 
who are on his list. 

(c) When the Board deems it necessa,ry in 
order to assure the availability of services 
or for other reasons, the Board (1) may pay 
an independent practitioner a full-time or 
part-time stipend 1n lieu of or as a sup­
plement to the foregoing methods of com­
pensation, and it may reimburse a practi­
tioner for special costs of continuing pro­
fessional education and of maintaining 
linkages wtih other providers of services 
(such as costs of communication and of at­
tendance at meetings or consultations), and 
(2) may pay for specialized medical services 
a stated amount per session or per case or 
may utilize a combination of the methods 
authorized by tftis section. 

(d) The capitation method of payment for 
a specified kind and scope of covered services 
consists of the payment to a provider of such 
services, of an annual capitation amount 
(determined for a health service M"ea) for 
each person who has chosen to receive all 
such services from the provider. 

(e) The amounts allotted for a fiscal year 
pursuant to part D for each health service 
area for physician services, for dental serv­
ices, for optometrist services, and for podia­
trist services, respectively, shall each be used 
( 1) to provide for payments for professional 
services (made either directly to practi­
tioners or as reimbursement to hopsitals or 
other providers for the compensation of 
practitioners) to be made by the Board on a 
budget or stipend basis or any basis other 
than capi-tation, fee-for-service, or per case, 
and (2) from the remainder, to make avail­
able (for each kind of professional services) 
an equal per capita amount for each per­
son resident in the area who is entitled to 
such services. In any area in which the 
Board finds that a substantial volume of 
services is furnished to nonresidents, it may 
reduce the per capita amount to such extent 
as it 1lnds necessary to effect an equitable 
distribution of funds. 

(f) The per capita amount shall constitute 
the annual capitation amount for purposes 
of payment to any organization, lndlYldual 
practice association, or other provider fur­
nishing all covered services (described 1n 



114 CONGRESSIONAL RECORD- HOUSE Januar y 14, 1975 
part B) of the kind for which the allotment 
is available. Lesser capitation amounts shall 
be fixed, on the basis of the relative cost of 
the services, for primary medical services, 
and, as may be required, for any scope of 
services, (less than comprehensive) which 
is furnished by any institutional or other 
provider. If the Board finds that the popula­
tion served by a provider requires on the 
average, because of age distribution or other 
factor, a volume of services significantly 
g,.eater or smaller than the average require­
ment of the population of the local health 
service area, the Board may, after consulta­
tion with the provider, make an appropriate 
adjustment in the capitation amount pay­
able to him. 

(g) For the compensation of professional 
practitioners who are to be paid by the Board 
(directly or through a delegation under this 
subsection) on a fee-for-service or per case 
basis, there shall be available-

(1) the per capita amount determined 
under subsection (e) , multiplied by the 
number of residents of the health service area 
for whom no capitation payment (for serv­
ices of the kind for which the allotment is 
available) is to be made under subsection (f), 

(2) increased to reflect any excess result­
ing from a lowering of the per capita amount 
under subsection (e) on account of services 
furnished to nonresidents, or from the fixing 
of lesser capitation amounts under subsec­
tion (f) for services less than comprehen­
sive, and 

(3) increased or reduced to reflect adjust­
ments under subsection (f), on the ground 
of age distribution or other factor, in capi­
tation amounts payable to other providers. 
The amount of payments under this subsec­
tion shall be determined in accordance with 
relative value scales prescribed by the Board 
after consultation with representatives of the 
respective professions in the region, State, 
or area, and in accordance with unit values 
prescribed by the Board from time to time. 
The Board may, on such terms as it deems 
approprla.te, delegate to a professional society 
or to an agency designated by representatives 
of a profession in the region, State, or area 
the payment of fees and per session amounts 
under this subsection. 

(h) The Board may, on an experimental or 
demonstration basis, enter into an agree­
ment with a statewide or local professional 
society or other organization representative 
of independent professional practitioners to 
substitute another method of compensation 
for those set forth in this section (either 
for all such practitioners, for all who have 
elected the fee-for-service method of pay­
ments, or for all who have elected another 
method), if the Board is satisfied that the 
substitute method will not increase the cost 
of services and will not encourage overutlli­
zation or underutmzation of covered serv­
ices. The Board shall review from time to 
time the operation of such an agreement, 
and shall, after reasonable notice, terminate 
It if the Board finds it to have led to in­
creased cost or to overutlllzation or under­
utilization of covered services. 

PAYMENT TO GENERAL HOSPITALS 

SEc. 83. (a) A participating hospital (other 
than a psychiatric hospital) shall be paid its 
approved operating costs, determined in ac· 

- cordance with regulations, in the furnishing 
of covered services to eligible persons, as 
such approved costs for a fiscal year are set 
forth in a prospective budget approved by 
the Board. Regulations under this section 
shall specify the method or methods to be 
used, and the items to be includ~d. in deter­
mining costs, and shall prescribe a nationally 
uniform system of cost accounting. 

(b) The costs recognized in each hospital 
budget shall be those, determined in accord­
ance with subsection (a), to be incurred rn 
furnishing the covered services ordinarily 
furnished by the hospital to inpatients or 

outpatients, and in performing any other 
function ordinarily performed by the hos­
pital and ordinarily financed from payments 
by or on behalf of patients (including the 
clinical aspects of education or training of 
professional or other health personnel), ex­
cept as the scope of services or of other func­
tions may be modified (1) by agreement of 
the Board and the hospital, (2) by applica­
tion of guidelines for the clinical education 
or training of health personnel established 
pursuant to section 131 for the region or 
State in which the hospital is situated, or 
(3) by direction of the Board pursuant to 
section 134. The budget shall recognize any 
increase or decrease of cost resulting from a 
modification of the scope of services or of 
other functions, either by agreement or by 
direction of the Board. 

(c) The costs recognized in the budget 
shall include the cost of reasonable com­
pensation to (and other costs incident to 
the services of) pathologists, radiologists, 
and other physicians and other professional 
or nonprofessional personnel whose services 
are held out as generally available to patients 
of the hospital or to classes of its patients, 
whatever the method of compensation of 
such physicians and other personnel, and 
whether or not they are employees of the 
hospital. 

(d) The Board shall review, through such 
of its officers or employees or through such 
boards, and in such manner, as may be pro­
vided in regulations, proposed budgets pre­
pared and submitted to it by hospitals, and 
may provide for participation in such review 
by representatives of the hospitals in the 
region or health service area in which the 
hospital is situated. Each officer of the Board 
charged with final action on hospital budgets 
shall receive and consider written justifica­
tions of budget proposals, and may provide 
oral hearings thereon. 

(e) A hospital budget approved under this 
section for a fiscal year may, in such manner 
as is provided in regulations, be amended 
before, during, or after the fiscal year if 
there is a substantial change in any of the 
factors relevant to budget approval. 

(f) If a hospital (other than a psychiatric 
hospital) operates or has an affiliation agree­
ment (described in section 52(b)) with a 
participating skilled nursing home, and also 
operates or has an agreement with a partici­
pating home health service agency, the Board 
may, on request of the institution or institu­
tions and in accordance with regulations de­
signed to reflect the cost of a combined op­
eration, approve a consolidated budget and 
make all payments thereunder to the 
hospital. 

PAYMENT TO PSYCHIATRIC HOSPITALS 

SEc. 84. A participating psychiatric hos­
pital which is primarily engaged in furnish­
ing covered services shall be paid in the same 
manner as other hospitals. Any other par­
ticipating psychiatric hospital shall be paid 
an amoun t determined in accordance with 
regulat ions for each patient day of covered 
services to an eligible person. Such regula­
tions shall take into account, with respect 
to any distinct part of the hospital which 
meets the requirements of section 44, the 
fact ors to be considered in the approval of 
the budgets of hospitals other than psychi­
atric hospitals, but with such adjustments 
as are necessary to provide equitable com­
pensation to the psychiatric hospital. 
PAYMENT TO SKILLED NURSING HOMES AND TO 

HOME HEALTH SERVICE AGENCIES 

SEc. 85. (a) A participating skilled nursing 
home or home health service agency shall be 
paid, in the same manner as a hospital (other 
than a psychiatric hospital), except as pro­
vided in subsection (b) of this section, its 
approved operating costs in the furnishing 
to eligible persons of skllled nursing home 
services or home health services, as the case 
may be. 

(b) Regulations under this section shall, 
for skilled nursing homes and for home 
health service agencies, respectively, specify 
the method or methods to be used, and the 
items to be included, in determining costs; 
may, to the extent the Board deems desirable, 
specify nationally uniform systems of cost 
accounting; and, taking into account the 
prevalling practices of such homes or such 
agencies, may specify services which will be 
recognized in budgets and services which 
will not be so recognized. 

PAYMENT FOR DRUGS 

SEc. 86. (a) For each drug appearing on 
either of the lists established pursuant to 
section 25, the Board shall from time to time 
determine a product price or prices which 
shall constitute the maximum to be recog­
nized under this title as the cost of the drug 
to a provider thereof. Product prices shall 
be so fixed as to encourage the acquisition 
of drugs in substantial quantities, and differ­
ing product prices for a single drug may be 
established only to reflect regional differences 
in cost or other factors not related to the 
quantity purchased. 

(b) Payment for a drug furn ished by an 
independent pharmacy shall consist of its 
cost to the pharmacy (not in excess of the 
applicable product price) plus a dispensing 
fee. The Board, after consultation with rep­
resentatives of the pharmaceutical profes­
sion, shall establish (and from time to time 
review) schedules of dispensing fees, de­
signed to afford reasonable compensation to 
independent pharmacies after taking into 
account variations in their cost of operation 
resulting from regional differences, differ­
ences in the volume of drugs dispensed, dif­
ferences in services provided, and other fac­
tors which the Board finds relevant. · 
PAYMENT TO GROUP PRACTICE ORGANIZATIONS 

AND INDIVIDUAL PRACTICE ASSOCIATIONS 

SEc. 87. (a) Payment to a group practice 
organization or to an individual practice as­
sociation for covered services to its ellgible 
enrollees shall consist of basic capitation 
payments plus additional payments (if any) 
determined in accordance with subsection 
(d). 

(b) The basic capitation payment shall 
consist of a basic capitation amount multi­
plied by the number of eligible persons en­
rolled in the organization or association. The 
basic capitation amount shall be the sum of 
the appropriate capitation amount or 
amounts for professional services or class of 
services which it has undertaken to furnish. 

(c) Capitation amounts for institutional 
services shall be based on per diem · rates 
derived from the budgets (approved under 
this part) of participating institutional pro­
viders or, if the services are furnished 
through institutions operated by the group 
practice organization or individual practice 
association (or are furnished by contract 
with institutions which are not participating 
providers), derived from budgets prepared 
and approved in like manner as for partici­
pating institutions. Per diem rates shall be 
determined for each fiscal year, and for that 
year shall be modified ·only if the institu­
tional budgets are amended or if modifica­
tion is necessary to avoid substantial inequi­
ties. 

(d) If it appears to the satisfaction of the 
Board ( 1) that the average utmzation of hos­
pital and skilled nursing home services by 
eligible persons enrolled in the organization 
or association (in whatever manner such 
services are provided) has, during a fiscal 
year, been less than the average utilization 
of such services under comparable circum­
stances by comparable population groups not 
enrolled either in group practice organiza­
tions or in individual practice associations, 
.and (2) that the services provided by the 
organization or association have been of high 
quality and adequate to the needs of its en­
rollees, the Board shall make an additional 
payment to the organization or association 



January 14, 1975 CONGRESSIONAL RECORD-HOUSE 115 
equal to 75 per centum of the amount which 
the Board finds has been saved by such lesser 
utili2lation of hospital and ski11ed nurs­
ing home services. The amount of any such 
additional payment may be used by the or­
ganization or association for any of its pur­
poses, including the application of such 
amounts to the cost of services not covered 
by this title. 

(e) The Board shall, in accordance with 
regulations, make available to group practice 
organizations and individual practice asso­
ciations, in consideration of premiums to l':>e 
deducted from amounts otherwise payable 
to them under this section, insurance against 
( 1) the cost, in excess of an amount fixed 
by the Board (which shall be not less than 
$5,000), of services furnished during a cal­
endar year to any one enrollee, (2) some or 
all of the cost of institutional services pro­
vided through arrangements with other par­
ticipating providers in accordance with sec­
tion 47 (a) (5), and (3) some or all of the 
cost, for which the organization or associa­
tion is responsible in accordance with sec­
tion 47 (a ) (13), of services provided by other 
participating providers. Premium rates for 
such insurance shall reflect the expected 
utilization of services by the enrollees of 
the oragnization or association insured. 

(f) In addition to the payments required 
by this section, the Board may pay to a 
group practice organization the cost of clln­
ical education or training provided by the 
organization (otherwise than in a hospital) 
which the Board finds to be in accordance 
with guidelines established pursuant to sec­
tion 131 for the region or State in which the 
organization is situated. 

PAYMENT TO OTHER PROVIDERS 

SEC. 88. (a) An agency, organization, or 
other entity with which the Board has en­
tered into an agreement under section 49(a) 
shall be paid by such method (other than 
the fee-for-service method) as, in accord­
ance with regulations, may be set forth in 
the agreement. 

('J) An independent pathology laboratory 
or an independent radiology service shall be 
paid on the basis of a budget approved by 
the Board, or on such other basis as may be 
specified in regulations. 

(c) Payment for devices, appliances, and 
equipment, payment for ambulance or other 
covered transportation services, and payment 
for the services of a Christian Science sana­
torium shall be made on such basis as may 
be specified in regulations. 

REDUCTION IN PAYMENTS ON ACCOUNT OF 
UNNECESSARY CAPITAL EXPENDrruRES 

SEc. 89. Whenever the Secretary, pursuant 
to section 1122 of the Social Security Act 
(relating to reduction in Federal reimburse­
ment in cases of unnecessary capital ex­
penditures) issues a direction to the Board 
with respect to any health care fac1Uty owned 
or operated by a participating provider, the 
Board shall reduce accordingly amounts 
otherwise payable under this part to the pro­
vider. 

M ETHODS AND TIME OF PAYMENT 

SEC. 90. The Board shall periodically deter­
mine the amount which should be paid under 
this part to each participating provider of 
services (with adjustment for payments by 
one participating provider to another), and 
the provider shall be paid, from the health 
services account in the Trust Fund, at such 
time or times as the Board finds appropriate 
(but not less often than monthly) and prior 
to audit or settlement by the General Ac­
counting Office, the amount so determined, 
with adjustments on accoun t of underpay­
ments or overpayments previously made (in­
cluding appropriate retrospective adjust­
ments following amendment of approved in­
stitutional budgets). Payment may be made 
in advance in such cases and to such extent 
as the Board finds necessary to supply pro­
viders with working funds, on such terins as 

it finds sufficient to protect the interests of 
the United States. 

PART F-DEVELOPMENT FUND 

SUBPART !-PLANNING; FUNDS TO IMPROVE 
SERVICES AND TO ALLEVIATE SHORTAGES OF 

FACILITIES AND PERSONNEL 

PURPOSE OF SUBPART 1 

SEc. 101. (a) The purpose of this subpart 
is-

(1) prior to the effective date of health 
security benefits, to inaugurate a program of 
strengthening the Nation's resources of 
health personnel and facilities and its sys­
"tem of delivery of health services, in order to 
enable the providers of health services better 
to meet the demands on them when bene­
fits under this title become avallable, and 
to that end to provide financial and other 
assistance (A) in alleviating shortages and 
maldistributions of health personnel and 
facilities in order to increase the supply of 
services, and (B) in improving the organiza­
tion of health services in order to increase 
their accessibility and effective delivery; and 

(2) after the effective date, to reinforce 
the operation of the health security program 
under this title as a mechanism for the con­
tinuing improvement of the supply and dis­
tribution of health personnel and facilities 
and the organization of health services, and 
to that end to assist in meeting those costs 
of improvement of personnel, facilities, and 
organization that are not met either through 
the normal operation of the health security 
program under this title or from other 
sources of public or private assistance. 

(b) With respect to health fac111ties and 
the organization of health services, the 
Board shall be guided by the national health 
priorities established by section 1502 of the 
Public Health Service Act, the guidelines is­
sued by the Secretary under section 1501 
thereof, and State health plans which have 
been developed for the respective States and 
found by the Secretary to be adequate under 
title XV of that Act. Pending findings of 
adequacy of State health plans, the Board 
shall be guided by planning of the Secretary 
pursuant to section 102(a) of this Act. 

(c) With respect to the education and 
training of health personnel, the Board shall 
be guided by planning of the Secretary pur­
suant to section 102(b) of this Act. 

PLANNING BY THE SECRETARY 

SEc. 102. (a) Pending findings of adequacy 
of State health plans, the Secretary shall 
conduct within the Department studies ad­
dressed to identification of the most acute 
shortages and maldistrlbutions of facllities 
and the most serious deficiencies in the orga­
nization for dellvery of services covered un­
der this Act, and of means for the speedy 
alleviation of these shortcomings. In carry­
ing out this function, the Secretary shall 
consult with, and utmze the experience and 
recommendations of, existing State, regional 
and local health planning agencies, and 
State and local planning agencies and cen­
ters for health planning established pursu­
ant to title XV of the Public Health Service 
Act. 

(b) The Secretary shall have the continu­
ing duty of planning for improvement of the 
supply and distribution of health personnel. 
He shall conduct such planning on a na­
tional, regional, state, or local basis as he 
may consider most appropriate for each kind 
of personnel, and in consultation with plan­
ning agencies referred to in subsection (a) 
to such extent as he deems desirable, and 
with appropriate professional organizations. 

GENERAL POLICIES AND PRIORITIES 

SEc. 103. (a) In providing assistance under 
this subpart, the Board shall give priority to 
improving and expanding the available re­
sources for, and assuring the accessibility of, 
services to ambulatory patients which are 
furnished as part of coordinated systems of 
comprehensive care. To this end the Board 

shall encourage and assist ( 1) the develop­
ment or expansion of group practice organi­
zations meeting the requirements of sec­
tion 47 (a); (2) the development or expan­
sion of agencies, organizations, and centers 
described in section 49(a) (1) or (2) to fur­
nish services to persons in urban and rural 
areas who lack ready access to such services, 
(3) the recruitment and training of profes­
sional personnel to staff such organizations, 
agencies, and centers, (4) the recruitment 
and training of subprofessional and non­
professional personnel (including the devel­
opment and testing of new kinds of health 
personnel) to assist in the furnishing of such 
services, to engage in education for personal 
health maintenance, and to furnish liaison 
between such organizations, agencies, or cen­
ters and the people they serve, ( 5) the 
strengthening of coordination and linkages 
among institutional services (including link­
ages with educational institutions), among 
non-institutional services, and between 
services of the two kinds , in order to improve 
the continuity of care and the assurance that 
patients will be referred to such services and 
at such times as may be medically appropri­
ate, (6) the strengthening of coordination 
and cooperation between hospital medical 
staffs and hospital administrators, and (7) 
the inclusion of dental services in systems 
of comprehensive health care. 

(b) Funds available to carry out this part 
shall not be used to replace other Federal 
financial assistance, or to supplement the ap­
propriations for such other assistance ex­
cept to meet specific needs of the health se­
curity program under this title (such as the 
training of physicians or medical students 
for the general or family practice of medi­
cine) . In administering other programs of 
federal financial assistance the Secretary and 
other officers of the executive branch on 
recommendation of the Board, shall to' the 
extent possible utilize those programs to fur­
ther the objectives of this part. To this end 
the Board, on such terms as it finds appro­
priate, may lend to an applicant or grantee 
not more than 90 per centum of the non­
Federal funds required as a. condition of as­
sistance under any such program, and may 
pay all or part of the interest in excess of 
3 per centum per annum on any loan made, 
guaranteed, or insured under any such pro­
gram. 
ORGANIZATIONS FOR THE CARE OF AMBULATORY 

PATIENTS 

SEc. 104 (a) The Board is authorized to 
assist, in accordance with this section, the 
establishment, expansion, and operation . of 
( 1) group practice organizations which meet 
or will meet the requirements of section 
47(a), (2) public or other non-profit agen­
cies, .organizations, and centers described in 
section 49 (a) (1) and (2), and (3) non­
profit organizations furnishing comprehen­
sive dental services, which meet requirements 
set forth in regulations of the Board. 

(b) The Board is authorized to make grants 
( 1) to any public or non-profit agency or 
organization (whether or not it is a provider 
of health services), for not more than 90 
per centum of the cost (excluding costs of 
construction) of planning, developing, and 
establishing an organization or agency de­
scribed in subsection (a) of this section; OJ." 
(2) to an existing organization or agency 
described in subsection (a), for not more 
than 80 per centum of the cost (excluding 
costs of construction) of planning and devel­
oping an ~nlargement of the scope of its 
services or an e~pansion of its resources to 
enable 1 t to serve more enrollees or a larger 
clientele. In addition to grants under this 
subsection, or in lieu of such grants, the 
Board is authorized to provide technical 
assistance for the foregoing purposes. 

(c) The Board is authorized to make loans 
to organizations and agencies described in 
subsection (a) of this section to assist in 
meeting the cost of constructing (or other-
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wise acquiring, or improving or equipping) 
facilities which the Board finds will be essen­
tial to the effective and economical delivery, 
or to the ready accessibility, of covered serv­
ices to eligible persons. No loan to a newly 
established agency or organization shall ex­
ceed 90 per centum and no loan to any other 
agency or organization shall exceed 80 per 
centum of such cost, or of the non-Federal 
share if other federal financial assistance in 
meeting such cost is available. 

(d) The Board is authorized to contract 
with an organization or agency which is 
described in subsection (a) of this section 
and which has been either newly established 
or substantially enlarged, to pay all or a 
part of any operating deficits, for not more 
than five years in the case of an organization 
described in subsection (a) (1), and until 
not JAt-Al' than the effective date of health 
security benefits in the case of an agency 
or organization described in subsection (a) 
(2) or (a) (3). Any such contract shaU condi­
tion payments upon the contractor's making 
all reasonable effort to avoid or minimize 
operalting deficits and (if such deficits exist) 
making reasonable progress toward becoming 
self -supporting. 
RECRUITMENT, EDUCATION, AND TRAINING 011' 

PERSONNEL 

SEC. 105. The Board shall promptly estab­
lish (and from time to time review) sched­
ules of priority for the recruitment, educa­
tion, and training of personnel to meet the 
most urgent needs of the health securit}l 
program. The schedules may differ for differ­
ent parts of the United States. 

(b) The Board is authorized to provide, to 
physicians and medical students, training for 
the general or family practice of medicine 
and training in any medical specialty 1n 
which the Board finds that there is, for the 
purpose of this title, a critical shortage of 
qualified practitioners. 

(c) The Board shall provide education or 
training for those classes of health person­
nel (professional, subprofessional, or non­
professional) for whom it finds the greatest 
need, if other Federal financial assistance 
is not available for such education or train­
ing; ant! if other assistance is available but 
the Board deems it inadequate to meet the 
increased need attributable to the health 
security program, it may, with the approval 
of the Secretary, provide such education or 
training pending action by the Congress on 
a recommendation promptly made by the 
Secretary to increase the authorization of 
appropriations (or, if the authorization is 
deemed adequate, to increase the appropri­
ations for such other assistance). 

(d) The training of personnel authorized 
by this section includes the development of 
new kinds of health personnel to assist in 
the furnishing of comprehensive health serv­
ices, and also includes the training of persons 
to provide education for personal health 
maintenance, to provide liaison between the 
residents of an area and health organizations 
and personnel serving them, and to act as 
consumer representatives and as members 
of advisory bodies in relation to the opera­
tion of this title in the areas in which they 
reside. The Board may make grants to pub­
lic or other non-profit health agencies, insti­
tutions, or organizations (1) to pay a part or 
all of the cost of testing the ut1lity of new 
kinds of health personnel, and (2) until the 
effective date of health security benefits, to 
pay a part of the cost of employing persons 
trained under this subsection who cannot 
otherwise readily find employment utllizJ.ng 
the sk1lls imparted by such training. 

(e) Education and training under this sec­
tion shall be provided by the Board through 
contracts with appropriate educational in­
stitutions or such other institutions, agAn.­
cies, or organizations as it finds qualified for 
this purpose. The Board may provide directly, 
or through the contractor, for the payment of 

stipends to students or trainees in amounts 
not exceeding the stipends payable under 
comparable Federal education or training 
programs. · 

(f) The Board shall undertake to recruit 
and train professional practitioners who wm 
agree to practice, in urban or rural areas of 
acute shortage, in group practice organiza­
tions or in agencies, organizations, or cen­
ters referred to in section 49(a) (1) or (2). 
A practitioner who agrees to engage in such 
practice for at least five years and who 
enters upon practice in the area before the 
effective date of health benefits may until 
that date be paid a stipend to supplement 
his professional earnings, and in an appro­
priate case the Board may make a commit­
ment to compensate the practitioner after 
that date in accordance with section 82(c). 

(g) The Board shall undertake to recruit 
physicians to serve hospitals a.<: their medical 
directors and to train such physicians 
(among other matters) in advising on and 
managing the development and implementa­
tion of medical policies and procedures and 
their coordination witr.. planning and opera­
tional functions of the hospital, with its 
financing, and with its program of utiliza­
tion review. 

(h) In administering this section the 
Board shall seek to encourage the educa­
tion and training, for the health profes­
sionals and other health occupations, of 
persons disadvantaged by poverty, inade­
quate education, or membership in ethnic 
minorities. To this end the Board may, 
through contracts in accordance with sub­
section (e), provide to such persons remedial 
or supplementary education preparatory to 
or concurrent with education or training for 
the health professions or occupations, and 
may (directly or through such contracts) 
provide to such persons stipends adequate to 
enable them to avail themselves of such 
education or training. 

(i) Training which the Board is author­
ized by this Section to provide shall include 
retaining, either to refresh and enhance 
sk11ls of trainees for positions they already 
hold or to equip them for positions of greater 
respons1b111ty. 

SPECIAL IMPROVEMENT GRANTS 

SEC. 106. (a) The Board is authorized to 
make grants to public or other non-profit 
health agencies, institutions, and organiza­
tions to pay part or all of the cost of estab­
lishing improved coordination and linkages 
among institutional services (including 
linkages with educational institutions), 
among non-institutional services, and be­
tween services of the two kinds. 

(b) The Board is authorized to make 
grants to organizations, agencies, and cen­
ters described in section 104 (a) to pay part 
or all of the cost of installation of improved 
ut111zation review, budget, statistical, or rec­
ords and information retrieval systems, in­
cluding the acquisition of eqUipment there­
for, or to pay part or all of the cost of acqui­
sition and installation of diagnostic or 
therapeutic eqUipment. 

LOANS UNDER PART F 

SEc. 107. (a) Loans authorized under this 
part sh.all be repayable in not more than 
twenty years, shall bear interest at the rate 
of 3 per centum per annum, and (subject to 
the provisions of subsection (b) ) shall be 
made on such other terms and conditions as 
the Board deems appropriate. Amounts paid 
as interest on any such loan or as repayment 
of principal shall, if the loan was made from 
funds appropriated pursuant to section 120 
(a), be covered into the Treasury as miscel­
laneous receipts, and 1f the loa,.n was made 
from funds in the health resources develop­
ment account, be deposited tn the TrUst 
Fund to the credit of that account. 

(b) No loan for the construction or im­
provement of a faciUty shall be made under 
this part unless the borrower undertakes 

that all laborers and mechanics employed by 
contractors or subcontractors in the per­
formance of construction or improvement on 
the project w111 be paid wages not less than 
those preva1l1ng on sim1lar work 1n the lo­
cality as determined by the Secretary of' 
Labor in accordance With the Davis Bacon 
Act (40 u.s.c. 276a-276a-5). The secretary 
of Labor shall have with respect to the labor 
standards specified in this subsection the 
authority and functions set forth in Reorga­
nization Plan Numbered 14 of 1950 (15 F.R. 
3176; 5 U.S.C. Appendix 133z-15) and section 
2 of the Act of June 13, 1934, (40 U.S.C. 
276c). 

RELATIONS OF PARTS E AND F 

SEd. 108. Payments by the Board under 
this subpart pursuant to any grant or loan 
to, or any contract With, a participating pro­
vider of services shall be made in addition 
to, and not in substitution for, payments to 
which the provider is entitled under Part E. 

SUBPART 2-PROGRAMS OF PERSONAL CARE 
SEBVICE 

PURPOSE OF SUBPART 2 

SEC. 111. (a) The purpose of this subpart 
is to encourage and assist in the development 
of community programs for maintaining in 
their own homes, by means of comprehen­
sive health and personal care services, per­
sons, who, by reason of disab111ty or other 
health-related causes, would in the absence 
of such assistance require in-patient insti­
tutional services or might be expected to 
require such institutional services in the 
near future. 

(b) It is the intent of the Congress that 
a grant under section 112 be made in any 
community to an eligible applicant which 
satisfies the Board that the applicant wm be 
able (1) to develop, reasonably promptly. 
comprehensive services in accordance with 
this subpart, and (2) to develop non-Federal 
sources for the financing thereof to such ex­
tent as the Board finds appropriate in light 
of the economic resources of the community 
and resources otherwise available to it for 
this purpose. 

GRANTS 

SEc. 112. (a) The Board is authorized to 
make grants, for the development and con­
duct of programs in accordance with this 
subpart, to participating public or other non­
profit hospitals or group practice organiza­
tions, or to other public or non-profit agencies 
or organizations which the Board finds quali­
fied to conduct such programs. Each pro­
gram shall be designed to serve a substantial 
population, defined in the grant, in either ·an 
urban or a rural community. 

(b) A grant under this section may be 
made to pay a part or all of the estimated 
cost of a program (including start-up cost) 
for a period of not more than four years. 
payable in such installments as the Board 
may determine, and may provide for meeting 
a decreasing share of the cost over the period 
of the grant. A grant shall be irrevocable ex­
cept for nonperformance by the grantee or 
violation of the terms of this subpart or or 
the grant, or for other cause which would 
justify the termination or rescission of a. 
contract. If it appears during the period of 
the grant that the cost of the program wm 
exceed the estimate, the Board may increase 
prospectively the amount of the grant. 
SCOPE OF SERVXCES AND ELl:Gmn.rrT THEREFOR 

SEC. 113. (a) The services to be provided 
shall include, in addition to all covered 
health services (other than inpatient insti­
tutional services) described in part B (which 
may be provided by arrangement with par­
ticipating providers), such groups or com­
binations of services as the Board deems 
necessary or appropriate to enable persons. 
found eligible for the services in accordance 
With subsection (b), to continue to live in 
their own homes or other noninstitutional 
places of residence. The personal care services 
may include homemaker and home help serv-
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ices, home maintenance, laundry services, 
meals-on-wheels and other nutrition serv­
ices, assistance with transportation and shop­
ping, and such other services as may be 
appropriate in particular cases. The Board 
may prescribe d11ferent ranges of services in 
different programs. 

(b) For each program the Board shall 
prescribe criteria (consistent with section 
111 (a) for the approval of the a,pplication 
for assistance, and such criteria may be dif­
ferent in different programs, but all pro­
.grams shall be required to assure adequate 
coordination with all agencies in the com­
munity furnishing health or personal care 
services to beneficiaries of the program. Each 
grant shall require the grantee to establish, 
or arrange for the services of, a committee 
to screen applications for assistance under 
the program, in accordance with the ap­
plicable criteria, and no assistance shall be 
given until an application has been ap­
proved by the committee. The committee 
shall also maintain a constant review of uti­
lization of the services provided by the pro­
gram, and assistance to any person shall 
be terminated whenever the committee finds 
that he no longer meets the applicable cri­
teria. The composition of the committee shall 
be subject to approval by the Board, and it 
shall include at least one physician, one 
professional nurse, one professional social 
worker, three representatives of the users of 
the services, and such other qualified persons 
-as the Board may prescribe. 

EVALUATION 

SEc. 114. Each grant shall require the 
grantee to establish procedures for the eval­
uation of the program, with respect both to 
the benefits accruing to persons receiving as­
sistance and to the fiscal impact of the pro­
gram on the health security system. The 
Board shall also make its own evaluation of 
each program, and shall include a summary 
thereof in its annual report to the Con­
gress. 

RECOMMENDATIONS TO THE CONGRESS 

SEc. 115. Before the end of the third cal­
endar year after the enactment of this Act, 
the Board shall transmit to the Congress a 
comprehensive report on the operation of 
this subpart and the Board's evaluation of 
such operation, and shall submit its rec­
ommendation of (a) methods for the de­
velopment, as widely and rapidly as prac­
ticable, of personal care services in com­
munities lacking programs therefor or lack­
ing adequate programs, to the end that such 
services in lieu of institutional care be made 
generally available throughout the United 
States, and (b) methods for the continuing 
financial support of such services; together 
with the Board's recommendations with re­
spect to the proper role of the health se­
curity system in providing long-term insti­
tutional care and in providing personal care 
services in lieu thereof. 

SUBPART C-AVAILABILITY OF FuNDS 

AUTHORIZATION OF APPROPRIATIONS; EXPENDI­
TURES FROM TRUST FUND 

SEc. 120. (a) For the purposes of this 
part there are hereby authorized to be ap­
propriated $200,000,000 for the fiscal year 
beginning on July 1 of the year in which this 
title is enacted, and $400,000,000 for the 
succeeding fiscal year. Funds appropriated 
under this subsection shall remain available 
until expended. 

(b) For the purposes of this part, the 
Board is authorized, after the effective date 
of health benefits, to make expenditures 
from the health resources development ac­
count in the Trust Fund, establlshed pur­
suant to section 63. 

PART G-ADMINISTRATION 

ESTABLISHMENT OF THE HEALTH SECURITY 
BOARD 

SEc. 121. (a) There is hereby established 
ln the Department of Health, Education, 

and Welfare a Health Security Board to be 
composed of five members to be appointed 
by the President, by and with the advice 
and consent of the Senate. During his term 
of membership on the Board, no member 
shall engage in any other business, vocation, 
or employment. Not more than three mem­
bers of the Board shall be members of the 
same political party. 

(b) Each member of the Board shall hold 
office for a term of five years, except that 
(1) a member appointed to fill a vacancy 
occurring during the term for which his 
predecessor was appOiinted shall be appointed 
for the remainder of that term, and (2) the 
terms of office of the members first ap­
pointed shall expire, as designated by the 
President at the time of their appointment, 
at the end of one, two, three, four, and five 
years, respectively, after the date of enact­
ment of this Act. A member who has served 
for two consecutive five-year terms shall not 
be ellgible for reappointment until two 
years after he has ceased to serve. 

(c) The President shall designate one of 
the members of the Board to serve, at the 
wlll of the Prestdent, as Chairman of the 
Board. 

DUTIES OF THE SECRETARY AND THE BOARD 

SEC. 122. (a) The Secretary of Health, 
Education, and Welfare, and the Board un­
der the supervision and direction of the 
Secretary, shall perform the duties imposed 
upon them, respectively, by this title. Reg­
ulations authorized by this title shall be is­
sued by the Board with the approval of the 
Secretary, in accordance wtth the provisions 
of section 553 of title 5, United States Code 
(relating to the publlcation of, and oppor­
tunity to comment on, proposed regula­
tions). 

(b) The Board shall have the duty of 
continuous study of the operation of this 
Act and of the most effective methods of 
providing comprehensive personal health 
servtces to all persons within the United 
States and to United States citizens else­
where, and of making, with the approval of 
the Secretary, recommendations on legisla­
tion and matters of administrative pollcy 
with respect thereto. The Board shall make, 
through the Secretary, an annual report to 
the Congress on the administration of the 
functions with which it is charged. The 
report shall include, for periods prior to 
the effective date of health benefits, an eval­
uation by the Board of progress in preparing 
for the initiation of benefits under this title, 
and for periods thereafter, an evaluation of 
the operation of the title, of the adequacy 
and quality of services furnished under it, 
of the adequacy of compensation to pro­
viders of services, and of the costs of the 
services and the effectiveness of measures to 
restrain the costs. 

(c) The Board shall from time to time 
conduct studies of the adequacy and equity 
of the financing of the national system of 
health security establlshed by this Act and 
shall, with the approval of the Secretary, 
report its findings to the Congress, together 
with any recommendations for amendment 
of this Act or of the provisions of the In­
ternal Revenue Code of 1954 pertaining to 
such financing. The first report under this 
subsection shall be submitted not later than 
two years after the effective date of health 
benefits, and thereafter reports shall be sub­
Initted at intervals not greater than four 
years. 

(d) In performing his functions with re­
~ect to the Commission on the Quallty of 
Health Care, and his functions with respect 
to health manpower education and training, 
health research, environmental health, dis­
ability insurance, vocational rehabllitation, 
the regulation of food and drugs, and all 
other matters pertaining to health, as well as 
in supervising and directing the administra­
tion of this title by the Board, the Secretary 
shall direct all activities of the Department 

toward mutually complementary contribu­
tions to the health of the people. He shall in­
clude in his annual report to the Congress a 
report on his discharge of this responsib111ty. 

(e) The Secretary shall make available to 
the Board all information avatlable to him, 
from sources within the Department or from 
other sources, pertaining to the functions of 
the Board. 

(f) The Civil Service Cominission, in con­
sultation with the Board, shall to the great­
est extent practicable facilitate recruitment, 
for employment by the Board in the competi­
tive service, of qualified persons experienced 
in the administration or operation of pri­
vate health insurance and health payment 
plans, or experienced in other fields perti­
nent to the administration of this title. 

(g) The Secretary is authorized to estab­
lish on the staff of the Board, and to fix the 
compensation for, not more than fifty posi­
tions in the professional, scientific, and exec­
utive service, each such position being estab­
lished to effectuate those research and devel­
opment activities of the Board which require 
the services of specially qualified scientific, 
professional, and administrative personnel. 
The rates of compensation for positions 
established pursuant to the provisions of 
this subsection shall not be less than the 
minimum rate of grade 16 of the General 
Schedule of the Classification Act of 1949, 
as amended, nor more than the highest rate 
of 'grade 18 of the General Schedule of such 
Act, and the rates of compensation for all 
such positions shall be subject to the ap­
proval of the Civil Service Commission. Posi­
tions created pursuant to this subsection 
shall be included in the classified civil serv­
ice of the United States, but appointments 
to such positions shall be made without com­
petitive examination upon approval of the 
proposed appointee's quallfications by the 
Civil Service Commission or such officers or 
agents as it may designate for this purpose. 
EXECUTIVE DIRECTOR; DELEGATION OF AUTHORITY 

SEc. 123. (a) There is hereby established 
the position of Executive Director of the 
Health Security Board. The Executive Di­
rector shall be appointed by the Board with 
the approval of the Secretary, and shall 
serve as secretary to the Board and perform 
such duties in the administration of this 
title as the Board may assign to him. 

(b) The Board is authorized to delegate to 
the Executive Director or to any other offi­
cer or employee of the Board or, with the 
approval of the Secretary (and subject to 
reimbursement of identifiable costs), to any 
other officer or employee of the Department, 
any of its functions or duties under this 
title other than (1) the issuance of regula­
tions, or (2) the determination of the avail­
ability of funds and their allocation, under 
sections 62, 63, and 64. 

REGIONS AND HEALTH SERVICE AREAS 

SEc. 124. (a) This title shall be adininis­
tered by the Board through the regions of 
the Department (as they may be established 
from time to time) and, within each region, 
through health service areas. The areas shall 
be the same as the health service areas 
established by the Secretary under section 
1511 of the Public Health Service Act, except 
that with the approval of the Secretary of the 
Board may divide an area established under 
section 1511 into two or more areas for pur­
poses of this title. 

(b) The Board shall establish in each 
local health service area a local health secu­
rity office and such branch offices as the 
Board may· find necessary. The local offices 
and branch oftlce, in addition to such infor­
mational and other administrative duties as 
the Board may assign them, shall have the 
ful'lction of receiving and investigating com­
plaints by eligible persons and by providers 
of services concerning the administration of 
this title and of taking or recommending 
appropriate corrective action. 
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NATIONAL HEALTH SECURITY ADVISORY COUNCIL 

SEc. 125. (a) There is hereby established 
a National Health Security Advisory Coun­
cil, which shall consist of the Chairman 
of the Board, who shall serve as Chairman 
of the Council, and twenty members, not 
otherwise in the employ of the United States, 
appointed by the Secretary on recommenda­
tion of the DOard, without regard to the 
provisions of title 5, United States Code, gov­
erning appointments in the competitive 
service. The appointed members shall include 
persons who are representative of providers 
of health services, and of persons (Who shall 
constitute a majority of the Council) who 
are representative of consumers of such 
services. Each appointed member shall hold 
office for a term of four years, except that 
(1) any member appointed to fill a vacancy 
occurring during the term for which his 
predecessor was appointed shall be appointed 
for the remainder of that term, and (2) the 
terms of members first taking office shall 
expire, as designated by the Secretary at the 
time of appointment, five at the end of the 
first year, five at the end of the second year, 
five at the end of the third year, and five 
at the end of the fourth year after the 
date of enactment of this Act. Members of 
the Council who are representative of pro­
viders of health care shall be persons who 
are outstanding in fields related to medical, 
hospital, or other health activities, or who 
are representative of organizations or asso­
ciations of professional health personnel; 
members who are representative of con­
sumers of such care shall be persons, not 
engaged in and having no financial interest 
in the furnishing of health services, who are 
familiar with the needs of various segments 
of the population for personal health serv­
ices and are experienced in dealing with 
problems associated with the furnishing of 
such services. 

(b) The Advisory Council is authorized to 
appoint such professional or technical com­
mittees, frO'Ill its own members or from 
other persons or both, as may be useful in 
carrying out its functions. The Council, i,ts 
members, and its committees shall be pro­
vided with such secretarial, clerical, or other 
assistance as may be authorized by the 
Board for carrying out their respective func­
tions. The Council shall meet as frequently 
as the Board deems necessary, but not less 
than four times each year. Upon request by 
seven or more members it shall be the duty 
of the Chairman to call a meeting of the 
Council. 

(c) It shall be the function of the Ad­
visory Council ( 1) to ad vise the Board on 
matters of general policy in the adminis­
tration of this title, in the formulation of 
regulations, and in the performance of the 
Board's functions under part D, and (2) to 
study the operation of this title and the 
utilizwtion of health services under it, with 
a view to recom.1nending any changes in the 
administration of the title or in its provi­
sions which may appear desirable. The Coun­
cil shall make an annual report to the Board 
on the performance of its functions, in­
cluding any recommendations it may have 
with respect thereto, and the Board through 
the Secretary, shall promptly transmit the 
report to the Congress, together with a re­
port by the Board on any recommendations 
of the Council for administrative action 
which have not been followed, and a report 
by the Secretary of his views with respeot 
to any legislative recommendations of the 
Council. 

(d) Appointed members of the Advisory 
Council and members of technical or pro­
fessional committees, while serving on busi­
ness of the Council (inclusive of traveltime), 
shall receive compensation at rates fixed by 
the Board, but not in excess of the daily rate 
paid under GB-18 of the general sched_ule 
under section 5332 of title 5, United States 

Code; and while so serving away from their 
homes or regular places of business, they 
may be allowed travel expenses, including 
per diem in lieu of subsistence, as au­
thorized by section 5703 of title 5, United 
States Code, for persons in Government 
service employed intermittently. 

REGIONAL AND LOCAL ADVISORY COUNCILS 

SEC. 126. (a) The Board shall appoint for 
each of the regions of the Administration 
and for each health service area a regional 
or local advisory council, consisting of the 
regional or local representative of the Board 
as chairman and (in such numbers as the 
Board may determine) representatives of 
providers of health services and representa­
tives (who shall constitute a majority of the 
members of each council) of consumers of 
such services. So far as possible, representa­
tives of providers shall be so selected as to 
represent professional, subprofessional, and 
nonprofessional personnel, and representa­
tives of consumers shall be so selected as 
to represent the major segments of the 
population to be served. Each council shall 
meet as often as its members may decide, 
but in no event less than four times each 
year. It shall be the function of each such 
council to advise the regional or local rep­
resentative of the Board, as the case may be, 
on all matters directly relating to the ad­
ministration of this title in the region or 
area, including methods and procedures 
followed in the handling of complaints. 

(b) The provisions of section 125 (d) shall 
be ,applicable to the members of councils ap­
pointed under this section. 

PROFESSIONAL AND TECHNICAL ADVISORY 
COMMITTEES 

SEc. 127. (a) The Board shall appoint such 
standing professional and technical com­
mittees as it deems necessary to advise it on 
the administration of this title with re51pect 
to the several classes of covered services de­
scribed in part B. Each such committee shall 
consist of experts (in such numbers as the 
Board may determine) drawn from the 
health professions, from medical schools or 
other health educational institutions, from 
providers of services, or from other sources, 
whom the Board deems best qualified to 
advise it with respect to the professional and 
technical aspects of the furnishing and uti­
lization of, the payment for, and the evalua­
tion of, a class of covered services designated 
by rthe Board, and with respect to the rela­
tionship of that class of services to other 
services. 

(b) The Board is authorized to appoint such 
experts and consultants (employed in ac­
cordance with section 3109 of title 5, United 
States Code), and to appoint such tempo­
rary professional and technical committees, 
as it deems necessary to advise it on special 
problems not encompassed in the assign­
ments of standing committees appointed un­
der subsection (a), or to supplement the ad­
vice of standing committees. 

(c) In connection with its duties under 
section 122(c), the Board is authorized to 
appoint such standing or temnora.ry commit­
tees of fiscal , actuarial, and other experts as 
it deems necessary. 

(d) Committees appointed under this sec­
tion shall report from time to time to the 
Board, and copies of their reports shall be 
transmitted by the Board to the National 
Advisory Council. 

(e) The provisions of section 125(d) shall 
be aool'icable to experts and consultants and 
to the members of committees appointed un­
der this section. 

PARTICIPATION BY STATE AGENCIES 

SEc. 128. (a) The Board shall consult from 
time to time with State health agencies (in· 
eluding agencies established pursuant to 
title XV of the Public Health Service Act) 
or other appropriate State agencies in pre­
paring for and in administering health secu­
rity benefits, with a view to coordinating the 
administration of this title with State and lo-

cal activities in the fields of health planning, 
environmental health, licensure and inspec­
tion, education for the health professions 
and other health careers, and other fields re­
lating to health. Insofar as practicable, the 
Board shall conduct such consultation 
through the regional offices of the Adminis­
tration. 

(b) The Board shall make an a-greement 
with any State which is able and willing to 
do so under which the State health agency 
or other appropriate State agency will be 
utilized by the Board in determining wheth­
er providers of services meet or continue to 
meet the qualifications and requirements es­
tablished by or pursuant to part C or part 
H. Such an agreement shall fix the frequency 
of inspection of the several classes of pro­
viders, other than professional practitioners, 
and shall establish the qualifications re­
quired of persons making the inspections. 
Determinations by State agencies based upon 
inspections made in accordance with such 
agreements, and determinations with respect 
to professional practitioners, may be given 
by the Board the same effect as determina­
tions by the Board. 

(c) An agreement under subsection (b) 
may provide that a State agency, either di­
rectly or through local public agencies, wlll 
undertake activities, specified in the agree­
ment, directed to the health education of the 
residents of the State, the maintenance and 
improvement of the quality of covered serv­
ices furnished in the State, the maintenance 
of effective utilization review, or the better 
coordination of services of different kinds. 

(d) The Board shall pay to a State, in ad­
vance or otherwise as specified in the agree­
ment, the reasonable cost of services and ac­
tivities pursuant to an agreement under this 
section; and may pay a part or all of the cost 
of training (or may train) State personnel to 
enable them to meet the qualifications es­
tablished by the Board for inspectors. 

(a) In any State which is unable or un­
willing to make inspections in accordance 
with subsection (b), the Board shall make 
such inspections either through its own per­
sonnel or through contract with an organiza­
tion or organizations which it finds qualified 
to perform this function. 

(f) Within ninety days after the comple­
tion of an inspection of any provider under 
subsection (b) or subsection (e) , the Board 
shall make public in readily available place 
and from the findings of such inspection 
which pertain significantly to compliance 
with the qualifications and requirements es­
tablished by or pursuant to part Cor part H; 
except that if the State agency or the Board, 
on the basis of such inspection, has made a 
determination respecting compliance by the 
provider, the publication shall be based on 
such determination. 
TECHNICAL ASSISTANCE TO SKILLED NURSING 

HOMES AND HOME HEALTH SERVICE AGENCIES 

SEc. 129. The Board Is authorized, either 
directly or through agreements with State 
agencies under section 128, to provide tech­
nical assistance to skilled nursing homes and 
home health service agencies to supplement, 
in regard to social services, dietetics, and 
other matters, the skills of the groups re· 
ferred to in sections 45 (b) and 46 (b) . 
DISSEMINATION OF INFORMATION; STUDIES AND 

EVALUATIONS; SYSTEMS DEVELOPMENT; TESTS 
AND DEMONSTRATIONS 

SEc. 130. (a) The Board shall disseminate, 
to providers of services and to the public, in­
formation concerning the provisions of this 
title, the persons eligible to receive the bene­
fits of the title, and the nature, scope, and 
availability of covered services; and to pro­
viders of services, information concerning the 
conditions of participation, methods and 
amounts of compensation to providers, and ' 
other matters relating to their participation. 
With the approval of the Secretary, the 
Board may furnish to all professional prac­
titioners information concerning the safety 
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and efficacy of drugs appearing on either of 
the lists established under section 25, the 
indications for their use, and contraindica· 
tions. 

(b) The Board shall make, on a continuing 
basis after the effective date of health secu· 
rity benefits, a study and evaluation of the 
operation of this title in all its aspects, in• 
eluding study and evaluation of the ade~ 
quacy and quality of services furnished un• 
der the title, analysis of the cost of each kind 
of services, and evaluation of the effective­
ness of measures to restrain the costs. 

(c) The Board is authorized, either di· 
rectly or by contract--

( 1) to make statistical and other studies, 
on a. nationwide, regional, State, or local 
basis, of any aspec·t of the operation of this 
title, including studies of the effect of the 
title upon the health of the people of the 
United States and the effect of comprehen­
sive health services upon the health of per· 
sons receiving such services; 

(2) to develop and test, for use by the 
Board, records and information retrieval sys­
tems and budget systems for health services 
administration, and develop and test model 
systems for use by providers of services; 

( 3) to develop and test, for use by pro­
viders of services, records and information 
retrieval systems useful in the furnishing of 
health services, and equipment (such as 
equipment for the monitoring of patients' 
functions, or for multiphasic screening) use­
ful in the furnishing of preventive or diag­
nostic services; 

(4) to develop, in collaboration with the 
pharmaceutical profession, and test, im· 
proved administrative practices or improved 
methods for the reimbursement of inde­
pendent pharmacies for the cost of fur­
nishing drugs as a covered service; and 

( 5) to make such other studies as it may 
consider necessary or promising for the eval­
uation, or for the improvement, of the oper­
ation of this title. 

<d) The Board is authorized to develop, 
and to test and demonstrate through agree­
ments with providers of services or other­
wise, methods designed to achieve, through 
additional incentives or in any manner, im­
provement in the coordination of services 
furnished by providers, improvement in the 
adequacy, quality, or accessibility of services, 
or decrease in their cost; methods of peer 
review and peer control of the utilization 
of drugs, laboratory services, and other serv· 
ices not subject to utilization review under 
section 51; and methods of peer review of 
quality. Agreements with providers for tests 
or demonstrations may provide for alterna­
tive methods of reimbursement in lieu of 
methods prescribed by part E, but, in the 
case of independent professional practition­
ers, only in ac~ordance with section 82 (h) . 
GUIDELINES FOR HEALTH MANPOWER EDUCATION 

AND TRAINING 

SEc. 131. The Board shall make a continu­
ing evaluation of the adequacy of the various 
classes of professional and health personnel 
to furnish services under this title and, after 
consultation with national and other orga­
nizations concerned with education and 
training of such personnel, and with the ap­
proval of the Secretary, shall from time to 
time issue guidelines designed to relate the 
clinical education and training conducted by 
providers of services more closely to the rela­
tive need for the several classes of such per­
sonnel. The guidelines shall seek to further 
national health manpower objectives, but 
shall be adapted for each region or State to 
take account of the capacity Oif providers to 
conduct such clinical education or training, 
and (to the extent the Board deems appro­
priate) to take account of any special man­
power needs within the region or State. 
DETERMINATIONS: SUSPENSION OR TERMINATION 

OF PARTICIPATION 

SEc. 132. (a) Determinations of entitle­
ment to benefits under this title, determine.-

tions of who are participating providers of 
services, determinations whether services are 
covered services, and determinations of 
amounts to be paid by the Board to partic­
ipating providers, shall be made by the Board 
in accordance with regulations. A provider 
or other person aggrieved by a determination 
under this subsection shall, in such cases 
and on such conditions as are specified in 
regulations, be entitled to an administrative 
appeal from it. 

(b) If the Board finds that a participating 
provider of services no longer meets the qual­
ifications and requirements established by or 
pursuant to part C and subpart 1 of part H 
for services of the kinds furnished by him, 
or for some classes of such services, or that 
he has intentionally violated the provisions 
of this title or of regulations, or that he has 
failed substantially to carry out the agree­
ment filed by him pursuant to section 41 
(a) (3), the Board may issue an order sus­
pending or terminating (absolutely or on 
such conditions as the Board finds appro­
priate) the participation of the provider, or 
suspending or terminating it with respect 
to particular classes of services. 

(c) If the Board has reason to believe that 
a participating professional practitioner, or 
a professional practitioner furnishing cov­
ered services on behalf of an institution or 
other participating provider, has in a sub­
stantial number of cases-

( 1) furnished professional services, or 
caused the furnishing of institutional or 
other services, which were not medically nec­
essary but tor which payment was claimed 
under this title, 

(2) furnished to eligible persons covered 
services which were not of a quality meet­
ing professionally recognized standards of 
care, or 

(3) neglected to furnish necessary serv­
ices to eligible persons who were his pa­
tients, under circumstances such that the 
neglect constituted a breach of his profes­
sional obligation, 
or has reason to believe that a participating 
provider other than a professional practi­
tioner has in a substantial number of 
cases---

(4) furnished services, for which payment 
was claimed under this title, known to the 
provider not to be medically necessary, or 

( 5) furnished to eligible persons covered 
services which were not of a quality meet­
ing professionally recognized standards of 
care, 
the Board shall submit the evidence in its 
possession either to an appropriate profes­
sional organization or to a committee consti­
tuted by the Board after consultation with 
such an organization (which committee 
may, when the Board deems it proper, in­
clude nonprofessional persons). The Board 
shall request the organization or committee, 
with or without further inve.:;tigation, to rec­
ommend what action, if any, should be taken 
by the Board. Taking into consideration any 
recommendation so made to it, the Board 
may issue an order suspending or terminat­
ing (absolutely or on such conditions as the 
Board finds appropriate) the participation of 
the practitioner or other-provider or, in the 
case of a practitioner furnishing services on 
behalf of another provider, reauiring the 
other provider, as a condition of continued 
participation, to suspend or discontinue (ab­
solutely or on conditions) the furnishing of 
covered services by the practitioner. 

(d) The Board shall, either in advance or 
by way of reimbursement, pay to an organi­
zation or committee making a recommenda­
tion under subsection (c) its reasonable cost 
incurred in so doing. 

(e) No determination under subsection 
(a) that a person, previously determined to 
be eligible for benefits, is not eligible there­
for, and (unless the Board finds that eligi­
ble persons are endangered) no order under 
subsection (b) or (c), shall be effective until 

after the person or provider has been afforded 
a. hearing under section 133 or an opportu­
nity therefor. 

HEARINGS: JUDICIAL REVIEW 

SEc. 133. (a) A provider of services or other 
person who is dissatisfied with a. determina­
tion made or an order issued under section 
132 shall, upon request therefor filed in ac­
cordance with regulations, be entitled to a 
hearing before a hearing officer or a hearing 
panel of the Board. The hearing shall be held 
as promptly as possible and at a place con­
venient to the provider or other person re­
questing the hearing. For the purpose of re­
viewing the determinations of hearing offi· 
cers or panels, the Board shall establish 
appeals tribunals (which may include re­

"gional or other intermediate appeals tri-
bunals) , and shall by regulation prescribe 
the jurisdiction of such and procedures for 
appeal to them. Decision of hearing officers 
or hearing panels shall, subject to appeals 
under this subsection, constitute final deci­
sions to the Board. 

(b) In any case in which the Board finds 
(on the basis of the request for hearing and 
the records of the Board) that a substantial 
issue of professional practice or conduct, in 
a health profession specified for this purpose 
in regulations, will be involved in the hear­
ing, the hearing shall be held either before 
a person who is qualified in an appropriate 
health profession or before a panel which 
includes a person or persons so qualified, an~ 
an appeal in such a case shall be heard before 
an appellate tribunal (or a panel thereof) 
which includes a person or persons so quali­
fied. In any case in which a single person 
qualified as a health professional, or a panel 
composed entirely of persons so qualified, 
conducts a hearing or hears an appeal, the 
Board shall assign an attorney to assist in 
the conduct of the hearing or the appeal 
and to advise upon the decision of issues of 
law. 

(c) ( 1) Any provider of services or other 
person, after any final decision of the Board 
made after a hearing to which he was a 
party, irrespective of the amount in contro­
versy, may obtain a review of such decision 
by a civil action commenced within sixty 
days after the mailing to him of notice of 
such decision or within such further time 
as the Board may allow. Such action shall 
be brought in the district court of the United 
States for the judicial district in which the 
plaintiff resides or has his principal place 
of business, or, if he does not reside or have 
his principal place of business within any 
such judicial district, in the District Court 
of the United States for the District of Co­
lumbia. As part of its answer the Board shall 
file a certified copy of the transcript of the 
record, including the evidence upon which 
the findings and decision complained of are 
based. 

(2) The court shall have power to enter, 
upon the pleadings and transcript of the 
record, a judgment affirming, modifying, or 
reversing the decision of the Board, with or 
without remanding the cause for a rehearin~. 
The findings of the Board as to any fact, 
if supported by substantial evidence, shall 
be conclusive. 

(3) Where a claim has been denieP. by 
the Board, or a decision is rendered which 
is adverse to a provider or other person who 
was a party to the hearing before the Board, 
because of failure of the claimant or such 
provider or other person to submit proof 
in conformity with any regulation prescribed 
by the Board, the court shall review only 
the question of conformitv with the regula­
tion and the validity of the regulation. The 
court shall not review a finding by tlb.e Board 
under subsection (b), or a refuRal to find, 
that a substantial issue of professional prac­
tice or conduct will be involved in a hearing. 

(4) The court shall, on motion of the 
Board made before it files its answer, remand 
the case to the Board for further action by 
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the Board, and may, at any time on good 
cause shown, order additional evidence to 
be taken before the Board. The Board shall, 
after the case is remanded, and after hearing 
sucb additional evidence if so ordered, mod- . 
lfy or aftlrm its findings of fact or its decision, 
or both, and shall file with the court any 
such additional and modified findings of fact 
and decision and a transcript of the addi­
tional record and testimony. Such additional 
or modified findings of fact and decision shall 
be reviewable only to the same extent as 
the original findings of fact and decision. 

( 5) The judgment of the court shall be 
final except that it shall be subject to review 
in the same manner as judgments in other 
civil actions. 
DmECTIONS BY THE BOARD FOR THE BETTER OR-. 

GANIZATION AND COORDINATION OF SERVICES 

SEc. 134. (a) The Board is authorized, in 
accordance with this section, to issue to any 
participating provider of services (other than 
an individual professional provider) a direc­
tion that the provider shall-

(1) discontinue (for the purposes of pay­
ment under part E) one or more services 
which the provider is currently furnishing; 

(2) initiate one or more covered services 
which the provider is not currently furnish-
ing; . 

(3) initiate the furnishing of one or more 
covered services at a place where the provider 
is not currently furnishing the services; or 

(4) enter into arrangemenlts with one or 
more other providers of services (A) for the 
transfer of patients and medical records as 
may be medically appropriate, (B) for mak­
ing available to one provider the professional 
and technical skllls of another, or (C) for 
such other coordination or linkage of cov­
ered services as the Board finds wlll best 
serve the purposes of this title. 
A direction under this subsection shall 
specify a future date on which, 1! the direc­
tion has not been complied with, the provider 
to whom it is addressed shall cease to be a 
partlctpating provider. 

(b) If the Board finds (1) that the serv­
ices furnished by a provider of services (other 
than an individual professional provider) are 
not necessary to the avatlabUlty of adequate 
services under this title and that thel.r con­
tinuance as covered services is unreasonably 
costly, or (2) that the services are furnished 
inefficiently and at unreasonable cost, that 
effort at correction has proved unavalling, 
and that necessary services can be more efll­
ciently furnished by other providers, the 
Board may issue a direction that on a speci­
fied date the provider shall cease to be a par­
ticipating provider. 

(c) No direction shall be issued under this 
section except on the recommendation of, or 
after consultation with, the State health 
planning and development agency (if such 
an agency has been established pursuant to 
title XV of the Public Health Security Act) 
of the State in which the direction will be 
operative. No direction shall be issued under 
subsection (a) unless the Board finds that it 
can practicably be carried out by the provider 
to whom it is addressed. 

(d) (1) No direction shall be issued under 
this section until the Board has published 
notice, in the service area of the provider or 
providers affected, describing in general terms 
the proposed action, giving a brief statement 
of the reasons therefor, and inviting written 
comment thereon. The notice shall be pub­
lished in at least one newspaper circulating 
in the area, and the Board shall use such 
other means as it finds calculated to inform 
residents of the area of the proposed action. 

(2) If objection to the proposal is made 
by any interested provider of services (other 
than an individual professional practitioner) 
or by an interested health planning agency 
or by a substantial number of interested pro­
fessional practitioners or of residents of the 
area, the Board shall call a public hearing 
before a hearing officer or hearing panel 

meeting the requirements of section 133(b). 
At the hearing the Board shall present evi­
dence in support of the proposal, and any 
interested provider of services or health plan­
ning agency or any other interested person 
shall be entitled to participate in the hear­
ing and to present evidence or argument or 
both. On the basis of evidence presented at 
the hearing, the hearing officer or hearing 
panel shall make recommended findings of 
fact and a recommended determination 
either to issue the proposed direction, to 
modify and issue it, or to withdraw the pro­
posal. The final determination shall be made 
by the Board or by a special panel desig­
nated by it for the purpose, and shall be 
subject to judicial review in accordance 
with section 133(c). 

PART H-QUALITY OF CARE 

PURPOSE AND GENERAL POLICIES 

SEc. 141. (a) The Board, with the advice 
and assistance of the Commission on the 
Quality of Health Care (established by sec­
tion 1701 of the Public Health Service Act), 
shall have the continuing responsibllity to 
maintain and enhance the quality of health 
care furnished under this Act, and tO that 
end shall: 

(1) prior to the effective date of health 
benefits, issue regulations authorized by this 
part, (A) to supplement the qualifications 
required by part C of providers of services 
as a condition of participation, and (B ) to 
strengthen existing mechanisms for the con­
trol and enhancement of quality; and 

(2) thereafter continuously review such 
regulations with a view to (A) upgrading 
such requirements as rapidly as the Board 
finds practicable, and (B) developing recom­
mendations to the Congress for amendments 
of this Act designed further to assure and 
enhance the quality of care. 

(b) In discharging its responsibllity under 
this part, it shall be the objective of the 
Board to require the highest practicable 
quality of care that is attainable in sub­
stantially all parts of the United States. Ex­
ceptions to requirements under this part 
shall be permitted only when necessary to 
avoid critical shortages of services, and shall 
be reviewed from time to time and shall be 
eliminated whenever, and as soon as, the 
Board finds it practicable to do so. 

(c) The Board sltall assist the Commission 
on the quality of health care in obtaining 
reports and information required for the 
purposes of the Commission, and the Com­
mission shall advise the Board in the de­
velopment and issuance of regulations under 
this part and in the development of recom­
mendations to the Congress. If the Board 
fans to adopt, by regulation issue under this 
part, a standard which the Commission has 
recommended be so adopted, the matter shall 
be reported to the Secretary and, unless he 
directs the Board to follow the recommenda­
tions of the Commission, the Board shall 
publish a statement of the recommendation 
and of its reasons for fantng to adopt the 
standard. 

CONTINUING PROFESSIONAL EDUCATION 

SEC. 142. (a) Not later than two years after 
the effective date of health benefits, the 
Board shall by regulation establish for phy­
sicians, dentists, optometrists, and podia­
trists such requirements of continuing edu­
cation (taking into consideration standards 
approved by appropriate professional orga­
nizations) as it finds reasonable to maintain 
and enhance the quallty of professional 
services furnished under this Act. 

(b) Regulations under this section shall 
require the filing of such periodic reports as 
the Board finds necessary to assure that par­
ticipating practitioners, and practitioners 
furnishing services on behalf of participating 
institutional and other providers, are in com­
pliance with requirements established under 
subsection (a) . The Board shall give warning 
to any particular practitioner whom such re-

-ports show to have fatled to comply substan­
tially with the requirements, and, before 
taking action under section 132 (b) , shall 
afford him an opportunity to explain or cor­
rect the deficiency. 

MAJOR SURGERY AND OTHER SPECIALIZED 

SERVICES 

SEc. 143. (a) Major surgery and other 
specialized services designated in regulations 
are not covered services unless they are fur­
nished by specialists and, to the extent spec­
ifted in regulations, are either emergency 
services or services furnished on referral by 
a physician engaged in general or family prac­
tice (as determined in accordance with regu­
lations under section 22(b)). 

(b) A physician is a specialist, for the pur­
poses of subsection (a), only if he holds a 
certificate from the appropriate national 
specialty board; except that ( 1) a physician 
who possesses the qualiftcations requisite to 
such certification may furnish services as a 
specialist during a period of five years after 
attaining such qualifications (or, 1f later, 
after the effective date of health benefits), 
and (2) a physician may be authorized by 
the Board to furnish services as a specialist 
if (A) prior to the effective date he has en­
gaged in furnishing such services as a spe­
cialist or as a substantial part of h is medical 
practice, (B) he meets standards established 
by the Board, and (C) where appropriate, 
authorization to him to furnish services as a 
specialist is recommended by a participating 
hospital in which he has engaged substan­
tially in furnishing such services. 

(c) The Board may by regulation exclude 
from covered services specified surgical pro­
cedures, when not required by Ufe threaten­
ing or other acute emergencies, which have 
not been preceded by consultation with, and 
recommendation of surgery by, such appro­
priately qualified specialists as may be re­
quired by the regulations. Hospital and other 
services incident to surgery excluded by reg­
ulations under this subsection are not cov­
ered services. 

(d) With respect to the performance of 
surgical procedures specified in regulations 
under subsection (c), including emergency 
procedures, the Board may require as a con­
dition of payment to the provider that there 
be submitted to the Board a pathology re­
port on tissue removed and a cllnical abstract 
or discharge report of the case. 
ADDITIONAL REQUIREMENTS FOR PARTICIPATION 

SEc. 144. (a) No provider on whose behalf 
one or more physicians, dentists, optome­
trists, or podiatrists furnish professional serv­
ices described in section 22 cr section 23 or 
in regulations issued under section 27(a) 
(1) or (2) shall be a participating provider 
unless every practitioner furnishing such 
services is a qualified provider in accordance 
with section 42 and meets such requirements, 
applicable to practitioners of his profession, 
as are prescribed by or pursuant to this part. 

(b) The Board may by regulation estab­
lish, as conditions of participation by pro­
viders other than independent professional 
practitioners, requirements (additional to 
those specified in part C and those otherwise 
prescribed by or pursuant to this part) which 
the Board finds necessary in the interest of 
the quality of care and the safety of eligible 
persons. In establishing requirements under 
this subsection, the Board shall take into 
consideration standards or criteria estab­
lished or recommended by appropriate pro­
fessional or other associations or organiza­
tions. The Board shall establlsh such require­
ments as it finds necessary to assure that 
participating hospitals and sk11led nursing 
homes meet the requirements prescribed 
from time to time for accreditation -bY the 
Joint Commission on the Accreditation of 
Hospitals, but the authority of the Board 
is not limited to the requirements of the 
Joint Commission. Exceptions to require­
ments established under this subsection shall 
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be permitted only in accordance with sec­
tion 141(b). 
PROFESSIONAL STANDARDS REVIEW AND SIMILAR 

ORGANIZATIONS 
SEc. 145. On recommendation of the Com­

mission on the Quality Health Care, the 
Board may contract with a Professional 
Standards Review Organization heretofore 
designated or conditionally designated as 
such by the Secretary, or with an organiza­
tion performing similar functions hereafter 
approved for the purpose by the Board, to 
monitor the quality of some or all institu­
tional and other services furnished under 
this Act within the area of operation of such 
organization, and to report to the Board its 
findings with respect to conformity to the 
requirements relating to quality prescribed 
by or pursuant to this Act. Any such contract 
shall be so designed as to supplement, and 
not duplicate, inspections by State agencies 
under section 128 (b) or by the Board under 
section 128 (e) . The Board shall pay to the 
organization, in advance or otherwise as 
specified in the contract, the reasonable cost 
of services and activities of the organization 
under the contract. 

FINDINGS OF COMMISSION ON MEDICAL 
MALPRACTICE 

SEc. 146. In exercising its authority under 
this part the Board shall give consideration 
to the findings, report, and recommendations 
of the Commission on Medical Malpractice 
established by the Secretary, and within the 
authority conferred by this or any other Act 
shall put into effect such of the recommenda­
tions of that Commission and such other 
measures as in the judgment of the Board 
will tend to reduce the incidence of malprac­
tice, to lessen the cost or increase the avail­
ability of malpractice insurance, or to facili­
tate the speedy, equitable, and economical 
adjudication of malpractice claims. 

PART I-MISCELLANEOUS PROVISIONS 
DEFINITIONS 

SEc. 161. When used in this Title-
(a) The term "State" includes the District 

of Columbia, the Commonwealth of Puerto 
Rico, the Virgin Islands, Guam, and Ameri­
can Samoa. 

(b) The term "United States" when used 
in a geographical sense means the States, as 
defined in subsection (a) . 

(c) The term "Secretary", except when the 
context otherwise requires, means the Secre­
tary of Health, Education, and Welfare. 

(d) The term "Department", except when 
the context otherwise requires, means the 
Department of Health, Education, and Wel­
fare. 

(e) The term "Board" means the Health 
Security Board established by section 121. 
DEPUTY SECRETARY OF HEALTH, EDUCATION, 

AND WELFARE; UNDER SECRETARY FOR 
HEALTH AND SCIENCE 
SEc. 162. (a) There shall be in the Depart­

ment of Health, Education, and Welfare, in 
addition to the Assistant Secretaries now pro­
vided for by law, a Deputy Secretary of 
Health, Education, and Welfare and an Un­
der Secretary for Health and Science each of 
whom shall be appointed by the President, 
by and with the advice and consent of the 
Senate, and shall perform such functions 
(related to health and science, in the case of 
such Under Secretary) as the Secretary may 
prescribe. The provisions of the second sen­
tence of section 2 of Reorganization Plan 
Numbered 1 of 1953 shall be applicable to 
such Deputy Secretary to the same extent as 
they are applicable to the Under Secretary 
of Health, Education, and Welfare and shall 
be applicable to the Under Secretary for 
Health and Science to the same extent as they 
are applicable to the Assistant Secretaries 
authorized by that section. 

(b) (1) The office of Under Secretary of 
Health, Education, and Welfare, created by 

section 2 of Reorganization Plan Numbered 1 
of 1953 ( 67 Stat. 631), is hereby abolished. 

(2) The President may authorii.e the perL 
son who immediately prior to the date of en­
actment of this Act occupies the office of Un­
der Secretary of Health, Education, and Wel­
fare to act as Deputy Secretary of Health, 
Education, and Welfare until that office is 
filled by appointment in the manner pro­
vided by subsection (a) of this section. While 
so acting, such person shall receive compen­
sation at the rate now or hereafter provided 
by law for the Deputy Secretary of Health, 
Education, and Welfare. 

SEc. 163. The effective date of health se­
curity benefits under this title shall be July 1 
of the second calendar year after the year in 
which this title is enacted, and no service or 
item furnished prior to that date shall con­
stitute a covered service. Section 406, trans­
ferring and amending section 1817 of the 
Social Security Act and redesignating it as 
section 61 of this Act, shall be effective on 
the effective date of health benefits, and part 
D (including section 61) shall be effective 
with respect to fiscal years beginning on or 
after that date. In all other respects this title 
shall be effective upon enactment, and ap­
propriations for the purposes of this title 
(including action pursuant to section 201 (g) 
of the Social Security Act, as amended by sec­
tion 406 of this Act, to make funds available 
on and after the effective date of health bene­
fits) are authorized to be made prior to the 
effective date of health benefits. 

EXISTING EMPLOYER-EMPLOYEE HEALTH 
BENEFIT PLANS 

SEc. 164. (a) No provision of this Act other 
than this section, and no amendment of the 
Internal Revenue Code of 1954 made by this 
Act, shall affect or alter any contractual or 
other non-statutory obligation of an em­
ployer to pay for or provide health services to 
his present and former employees and their 
dependents and survivors, or to any of such 
persons, or the amount of any obligation for 
payment (including any amount payable by 
an employer for insurance p·remiums or into 
a fund to provide for any such payment) to­
ward all or any part of the costs of such 
services. 

(b) Any contractual or other non-statu­
tory obligation of the employer to pay all or 
part of the cost of the health services re­
ferred to in subsection (a) shall continue, 
and shall apply as an obligation to pay the 
taxes imposed on his employees by section 
3101 (b) of the Internal Revenue Code of 
1954 (as amended by section 201(a) of this 
Act), but the sum of the per capita monthly 
amount involved in the payment of such 
taxes by the employer on behalf of his em­
ployees, and the per capita amount of the 
liabllity for taxes imposed on an employer by 
section 311l(b) of such Code (as amended by 
section 201 (b) of this Act) shall not exceed 
the per capita monthly amount of the cost to 
the employer of providing or paying for health 
services (either through insurance premiums 
or into a fund) on behalf of persons referred 
to in subsection (a), for the month prior to 
the effective date of health security taxes (as 
defined in section 3121 (u) of such Code, 
added by section 201 (c) of this Act.) 

(c) At least for the duration of any con­
tractual or other non-statutory obligation of 
an employer referred to in subsection (a), an 
employer shall arrange to pay to eligible em­
ployees, former employees, and survivors re­
ferred to in subsection (a) such amounts of 
money by which the per cap·ita monthly costs 
to the employer of providing or paying for 
health services referred to in subsection (a) 
in the month immediately preceding the ef­
fective date of health security taxes, exceed 
the sum of the per capita monthly costs to 
the employer of the taxes 1Inposed by section 
3111(b) of such Code (as amended by section 
201 (b) of this Act), the employer's 11ab111ty 
referred to in subsection (b) of this section, 

and any other employer contributions for 
health insurance premiums or health bene­
fits or services provided by the employer after 
the effective date of health security benefits. 
By agreement between the employer and his 
employees or their representatives, an em­
ployer may provide other benefits of an 
equivalent monetary value in lieu of such 
payments. 

(d) For purposes of subsections (b) and 
(c) , the per capita amounts and per capita 
costs for an employer shall be determined by 
dividing the aggregate amounts and the ag­
gregate costs by the number of eligible em­
ployees, former employees, and survivors on 
the date as of which the determination is 
made. 

TITLE II-HEALTH SECURITY TAXES 
PART A-EMPLOYMENT TAXES 

RATE AND COVERAGE 
SEC. 201. (a) Section 3101(b) of the Inter­

nal Revenue Code of 1954 (imposing a hospi­
tal insurance tax on employees) is amended 
to read as follows: 

"(b) HEALTH SECURITY .-In addition to the 
tax imposed by the preceding subsection, 
there is hereby imposed on the income of 
every individual a tax equal to 1 percent of 
the wages (as defined in section 3121(r)) re­
ceived by him on or after the effective date 
of health security taxes (as defined in section 
3121(u)) with respect to employment (as 
defined in section 3121 (s)) ." 

(b) Section 3111 (b) of such Code (impos­
ing a hospital insurance tax on employers) 
is amended to read as follows: 

"(b) HEALTH SECURITY.-In addition to the 
tax imposed by the preceding subsection, 
there is hereby imposed on every employer 
an excise tax, with respect to having individ­
uals in his employ, equal to 3.5 percent of 
the wages (as defined in section 3121 ( r) ) 
paid by him on or after the effective date 
of health security taxes (as defined in section 
3121(u)) with respect to employment (as de­
fined in section 3121(s)) ." 

(c) Section 3121 of such Code (containing 
definitions applicable to social security pay­
roll taxes) is amended by adding at the end 
thereof the following subsections: 

"(r) WAGES FOR PURPOSES OF HEALTH SE­
CURITY TAXEs.-For the purpose of section 
3101 (b), and for the purpose of section 
1402(b) as applied to section 1401(b), the 
term 'wages' shall have the meaning set 
forth in subsection (a) of this section (as 
that subsection would apply to employment 
as defined in subsection (s)) , except that 
in applying paragraph (1) of subsection (a) 
the term 'the health security contribution 
base (as defined in subsection (t))' shall be 
substituted for the term 'the contribution 
and benefit base (as determined under sec­
tion 230 of the Social Security Act) ' each 
place it appears therein. For the purpose of 
section 3111(b), the term 'wages' shall have 
the same meaning, except that paragraph 
( 1) of subsection (a) shall not be applied. 

" ( S) EMPLOYMENT FOR PURPOSES OF HEALTH 
SECURITY TAxEs.-For the purposes of sections 
3101(b) and 3111(b), the term 'employment' 
shall have the meaning set forth in subsec­
tion (b) of this section except that-

.. ( 1) eta use (B) preceding paragraph ( 1) 
of subsection (b) shall not be applied to an 
employee whose principal post of duty is 
outside the United States; 

" (2) the exclusions contained in the fol­
lowing paragraphs of subsection (b) shall not 
be applied: paragraph (1) (relating to for­
eign agricultural workers), paragraphs (5) 
and (6) (relating to employment by the 
United States or its instrument alities) other 
than paragraph (6) (C) (i) (relating to the 
President, the Vice President, and Members 
of Congress) and paragraph (6) (C) (111) 
through (v) (relating to certain minor em­
ployments), paragraph (8) (relating to 
employment by charitable and simllar 
organizations), paragraph (9) (relating to 
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employment covered by the railroad retire­
ment system), and paragraph (17) (relating 
to employment by subversive organizations); 

"(3) subsection (m) of this section (in­
cluding services by members of the uni­
formed services in the term 'employment ') 
shall not be applied; and 

"(4) for the purposes of sect ion 3101 (b ). 
t h e exclusion contained in paragraph (7) 
of subsection (b) of this section (relat ing 
t o employment by States and their political 
subdivisions and instrumentalities) shall not 
be applied, other than paragraph (7) (C ) 
(i) through (iv) (relating to certain minor 
employments by the District of Columbia). 

"(t) HEALTH SECURITY CONTRIBUTION 
BASE.-The term 'health security contribu­
tion base' means, for any calendar year, 150 
percent of the contribution and benefit base 
(as determined under section 230 of the 
Social Security Act) which is effective for 
such calendar year." 

" (U) EFFECTIVE DATE OF HEALTH SECURITY 
TAXES.-The term 'effective date of health 
security taxes' mean.s January 1 of the second 
calendar year after the year in which the 
Health Security Act is enacted." 

CONFORMING AND TECHNICAL AMENDMENTS 
SEc. 202. (a) Section 3121(1) of the Inter­

nal Revenue Code of 1954 (relating to cov­
erage of services performed in the employ 
of foreign subsidiaries of domestic corpora­
tions) is amended by striking out "sections 
3101 and 3111" in paragraph (1) (A) and in­
serting in lieu thereof "sections 3101 (a) and 
3111(a)," and by inserting at the end of 
the subsection the following paragraph: 

"(11) Notwithstanding the provision of 
any agreement entered into under this sub­
section, no domestic corporation shall be un­
der any obligation to pay the Secretary, 
with respect to services covered under the 
agreement and performed on or after the 
effective date of health security taxes (as de­
fined in subsection (u) of this section) 
amounts equivalent to the taxes which 
would be imposed by sections 3101 (b) and 
3111 (b) if such services constituted em­
ployment as defined in subsection (b) or sub­
section ( s) ." 

(b) Sections 3122 and 3125 of such Code 
are amended by striking out "section 3111" 
wherever it appears and inserting in lieu 
thereof "section 3111(a) ." 

(c) (1) Section 3201 (relating to tax on 
railroad employees) and section 3211 (relat­
ing to tax employee representatives) of such 
Code are each amended by striking out "plus 
the rate imposed by section 3101 (b)." 

(2) Section 3221(b) of such Code (relating 
to tax on railroad employers) is amended by 
striking out "plus the rate imposed by sec­
tion 3111 (b)." 

(d) (1) Section 6413(c) (1) (D) of such 
Code is amended by inserting "(i)" immedi­
ately after "(H)", by striking out "section 
3101" and inserting "section 3101 (a) " in lieu 
thereof, and by inserting immediately before 
the period at the end thereof: "; and (11) 
during any calendar year beginning on or 
after the effective date of health security 
taxes (as defined in section 3121(u)) the 
wages received by him during such year ex­
ceed the health security contribution base 
(as defined in section 3121 (t)) for that year, 
the employee shall be en titled (subject to 
the provision of section 31 (b) ) to a credit 
or refu n d of any amount of tax, with respect 
to such wages, imposed by section 3101 (b ) 
and deduct ed fr om the emnloyee's wa!?es 
(whet her or not paid t o t h e Secretar y or h is 
delegate ), which exceeds t h e tax with respect 
to an a mou nt of such wages received in such 
calendar year equ al t o the health security 
con t r ibut ion base for such year." 

(2) Section 6413 (c) (2) (A) of such Code is 
amended by striking out "includes for the 
purposes of this subsection the amount " and 
inserting in lieu t h ereof " in cludes for tl'le 
purposes of this subsection ( i) with respect 

to the taxes imposed by section 3101 (a), the 
amount"; and by st riking out "determined 
by each such head" and inserting in lieu 
thereof "and (ii) with respect to the taxes 
imposed by section 3101 (b) , the amount for 
any calendar year equal to the health secu­
r ity contribution base (as defined in section 
3121 (7)) for such calendar year ; each such 
a mount to be determined by each such head". 

(e ) Section 218 of the Social Security Act 
(relating to agreements for the coverage of 
services performed in the employ of Stat es 
and their political subdivisions and instru­
mentalities ) is amended-

(1) (A) by striking out, in subsection (e) 
(1) (A), "sections 3101 and 3111" and "sec­
tion 3121" and inserting in lieu thereof, "sec­
tions 3101(a) and 311l(a)" and "section 
3121(b) ", respectively; 

(B) by striking out, in subsection (e) (2) 
(B), "section 3111" and inserting in lieu 

thereof, "section 3111 (a)"; and 
(C) by adding at the end of subsection (e) 

the following paragraph: 
"(3) Notwithstanding the provisions of any 

agreement entered into under this section, 
no State shall be under any obligation to pay 
to the Secretary of the Treasury, with respect 
to service covered under the agreement and 
performed on or after the effective date of 
health security taxes (as defined in section 
3121(u) of the Internal Revenue Code of 
1954), amounts equivalent t o the t axes 
which would be imposed by sections 3101(b) 
and 3111 (b) of such Code if such service 
constituted employment as defined in section 
3121(b) or section 3121(s) of such Code."; 
and 

(2) by striking out in subsection (h) (1), 
"and the Federal Hospital Insurance Trust 
Fund", and striking out in such subsection 
"subsection (a) (3) of section 201, subsection 
(b) (1) of such section, and subsection (a) 
(1) of section 1817, respectively" and insert­
ing in lieu thereof "subsections (a) (3) and 
(b) ( 1) of section 201." 

EXCLUSION FROM cntOSS INCOME 
SEc. 203. (a) Section 106 of the Internal 

Revenue Code of 1954 (excluding from gross 
income employer contributions to accident 
and health plans for their employees) is 
amended by inserting immediately before 
the period at the end thereof: ", and pay­
ments by the employer (without deduction 
from the remuneration of the employees) of 
the tax imposed upon his employees by sec• 
t ion 3101(b)". 

(b) The heading of section 106, and t h e 
line referring to that section in the table of 
cont ents in subtitle A, chapter 1, subchapter 
B, part III of such Code, are each amended 
by adding at the end: "and employer pay-
ment of health security taxes". · 

EFFECTIVE DATES OF PART A 
SEc. 204. The amendments made by sec­

tion 201 of this Act, and the amendments 
made by subsections (b) and (d) of section 
202, shall be effective only with respect to 
remuneration received, and remuneration 
paid, on or after the effective date of health 
security taxes (as defined by section 3121 (u) 
of the Internal Revenue Code of 1954, added 
by section- 201 (e) of this Act) , and sect ion 
3121 (s) of such Code shall be applicable only 
wit h respect to remun eration for services 
performed on or after that date. Th e amend­
ments made by subsection s (a). (c ) , and (e) 
of section 202 sh all be effective only with 
respect to remuneration for services per­
formed on or after such effective date . The 
amendment s made by section 203 shg,ll app ly 
to taxable years beginning on or after su ch 
effective d ate. 
PART B-TAXES ON SELF-EMPLOYMENT I NCOME 

AND UNEARNED I NCOME 
TAX ON SELF-EMPLOYMENT INCOME 

SEc . 211. (a) Section 1401 (b ) of the In ­
t ernal Revenu e Code of 1954 (imposing a. 

hospital insurance tax on self-employed in­
dividuals) is amended to read as follows: 

"(b) HEALTH SECURITY.-In addition to the 
tax imposed by the preceding subsection, 
there shall be imposed for each taxable year, 
on the self-employment income of every in­
dividual, a tax equal to 2.5 percen t of the 
self-employment income for such taxable 
year." 

(b) Section 1402(b) of such Code (defining 
self-employment income) is amended-

( 1) by striking out "except that such term 
shall not include-" and inserting in lieu 
thereof "except that--," and by amending 
so much of clause (1) as precedes subclause 
(A) to read as follows: 

"(1) for the purposes of section 1401 (a), 
such term shall not include that part of the 
net earnings from self-employment which is 
in excess of -"· 

(2) by inserting, immediately after the 
word "wages" in each of the subclauses of 
clause (1), "as defined in section 3121 (b))"; 

(3) by striking out "or" at the end of 
clause (1) and inserting "and" in lieu thereof, 
and by striking out clause (2) and inserting 
in lieu thereof the following: 

"(2) for the purposes of section 1401 (b), 
such term shall not include that part of the 
net earnings from self-employment which Is 
in excess of (A) an amount equal to the 
health security contribution base (as de­
fined in section 3121 (t)) for the calendar 
year in which the taxable year begins, minus 
(B) the amount of wages (as defined by sec­
tion 3121 (r) for the purposes of section 3101 
(b)) paid to such individual during the t ax­
able year; and 

"(3) for the purposes of both section 1401 
(a.) and section 1401 (b), such t erm shall not 
include any net earnings from self-employ­
ment if such net earnings for the taxable 
year are less than $400."; and 

( 4) by striking out "(A)" in the sentence 
following clause (3), and by changing the 
comma following the term "section 3121(b)" 
in that sentence to a period and striking out 
the remainder of the sentence. 

(c) Section 1402(d) of the Code is 
amended by striking out "and the term 
'wages'", and striking out "AND WAGES in 
the subsection heading. 

TAX ON HEALTH SECURITY UNEARNED INCOME 
SEc. 212. Section 1403 of the Internal Rev­

enue Code of 1954 is redesignated as section 
1404, and the following new section is in­
serted immediately after section 1402: 

"SEC. 1403. TAX ON HEALTH SECURITY 
UNEARNED INCOME 

"(a) IMPOSITION OF TAX.-In addition to 
other taxes, there shall be imposed for each 
taxable year beginning on or after the effec­
tive date of health security taxes (as defined 
in section 3121 (u)), on the income of every 
individual residing in the United States 
whose health security unearned income (as 
defined in subsection (b) of this section) 
for the taxable year is $400 or more, a tax 
equal to 2.5 percent of the amount of such 
health security unearned income for such 
taxable year. 

"(b) DEFINITION OF HEALTH SECURITY UN• 
EARNED INCOME.-The term 'health security 
unearned income' means an amount deter­
m ined by deducting from the adjusted gross 
income of an individual for the taxable year 
any part of such income (whether from 
wages or any other source) in excess of the 
amount of the health security contribution 
b ase (as defined in section 3121 (t)) for the 
calendar year in which such taxable year be­
gins, and deducting from the remainder any 
part of the adjusted gross incomes which:_ 

" ( 1) consists of wages taxable under sec­
t ion 3101 (b), or 

"(2 ) consists of self-employment income 
taxable under section 1401 (b), or 

" ( 3) consists of remuneration for services 
performed in the employ of the United States 
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as President or Vice President of the United 
States or as a Member, Delegate, or Resident 
Commissioner of or to the Congress, or as a 
member of a uniformed service on aotive 
duty, or 

"(4) consists of remuneration (not tax­
a.ble under section 310l(b)) for service per­
fcrmed by an alien in the employ of a for­
eign government, an instrumentality of a 
foreign government, or an international or­
ganization, or 

"(5) consists of payments excluded from 
wages taxable under seotion 3101(b) by rea­
son of paragraphs (2) through (13) of sec­
tion 3121(a) as incorporated 1n section 3121 
(r), or 

"(6) in the case of a taxpayer who has at­
tained the age of 60 years before or during 
the taxable year, consists of any other in­
come in an amount not exceeding $5,000." 

CONFORMING AND TECHNICAL AMENDMENTS 
SEC. 213. (a) The heading and table of 

contents of chapter 2 of subtitle A of the In­
ternal Revenue Code of 1954 are amended 
to read as follows: 
•'CHAPTER 2-TAXES ON SELF-EMPLOYMENT 

INCOME AND HEALTH SECURITY UNEARNED 
INCOME 
"SEC. 1401. Rates of tax on self-employ­

ment income. 
"SEc. 1402. Definitions relating to self· 

employment income. 
"SEc. 1403. Tax on health security un­

earned income. 
"SEc. 1404. Miscellaneous provisions." 
(b) Section 1401 of the Code, as amended 

by section 211 (a) of this Act, is further 
amended by striking out the heading of the 
section and inserting in lieu thereof: 
"SEC. 1401. RATES OF TAX ON SELF-EMPLOY­

MENT INCOME" 
(c) Section 1404 of the Code (as redes­

ignated by section 212 of this Act) is 
amended by striking out "Self-Employment 
Contributions Act of 1954" and inserting in 
lieu thereof, "Self-Employment and Health 
Security Contributions Act." 

(d) Section 6015 of the Code (relating to 
declarations of estimated income by indi­
viduals) is amended by striking out in sub­
section (c) (2) "the amount of the self-em­
ployment tax imposed by chapter 2" and in­
serting in lieu thereof "the amount of the 
taxes imposed by chapter 2". 

(e) Section 6017 of the Code is amended­
( 1) by striking out the heading of the 

section and inserting in lieu thereof, 
"SEC. 6107. SELF-EMPLOYMENT AND HEALTH 

SECURITY TAX RETURNS."; 
(2) by inserting, immediately after the 

first sentence of the section, the following 
sentence: "Every individual residing in the 
United States and having health security 
unearned income of $400 or more for the 
taxable year shall make a return with respect 
to the health security unearned income tax 
imposed by chapter 2."; and 

(3) by striking out "the tax" in the sen­
tence immediately following the insertion 
made by paragraph ( 2) and inserting in lieu 
thereof "the taxes", and by inserting im­
mediately before the period at the end of 
that sentence, "or on the separate health 
security unearned income of each spouse, as 
the case may be". 

EFFECTIVE DATES OF PART B 
SEc. 214. The amendments made by sec­

tions 211, 212, and section 213 (d) and (e) 
(other than section 213 (e) (1)) shall be ef­
fective with respect to taxable years begin­
ning on or after the effective date of health 
security taxes (as defined by section 312(u) 
of the Internal Revenue Code of 1954, added 
by section 201 (c) of this Act). The amend­
ments made by section 213 (a), (b), (c), and 
(e) ( 1) shall be effective on such effective 
date. 

PART C-INCOME TAX DEDUCTIONS FOR MEDICAL 
CARE 

DENIAL OF DEDUCTIONS FOR SERVICES COVERED 
BY HEALTH SECURITY ACT 

SEc. 221. (a) Section 213 of the Internal 
Revenue Code of 1954 (relating to income . 
tax deductions by individuals for the cost 
of medical care) is amended-

( 1) by inserting, immediately after the 
words "for medical care" in paragraph ( 1) 
of subsection (a) , " (other than any amount 
paid for medical care covered by the Health 
Security Act)"; 

(2) by striking out, in subsection (e) (1) 
(C), "(including amounts pa.id as premiums 
under part B of Title XVIII a£ the Social 
Security Act, relating to supplementa.ry med­
ical insurance for the aged) "; and 

(3) by adding at the end of subsection 
(e) the following paragraph: 

" ( 5) The term 'medical care covered by 
the Health Securi·ty Act' means health serv­
ices for which the individual receivlng medi­
cal care was entitled to have payme.nt made 
under title I of the Health Security Act (or 
for which he would have been entitled to 
have payment made upon obtaining the serv­
ices from a participating provider of serv­
ices under such Act), includdng the costs 
of insurance against expenses incurred for 
any such services." 

(b) Section 162 of such Code (reJ.attng to 
income tax deduction for trade or business 
expenses) is amended by redesignating sub­
section (f) a.s subsection (g), and inserting 
immediately after subsection (e) the fol­
lowing subsection: 

"(f) No deduction Shall be allowed for the 
cost of medical care covered by the Heal·th 
Security Act (as defined in section 213(e) 
(5)) ." 

(c) The ameilldmen ts made by subsec·tions 
(a) and (b) shall be applied with respect 
to medical care received on or af·ter the ef­
fective date of health security benefits, as 
set forth in section 163 of the Health Secu­
rity Act 

TITLE III-COMMISSION ON THE 
QUALITY OF HEALTH CARE 

STATEMENT OF PURPOSE 
SEc. 301. It is the purpose of th1s title to 

improve the quality of health care in the 
United States by establishing a Commis­
sion on the QuaUty of Health Care to de­
velop parameters and standards for care of 
high quality, and to promote the application 
of such parameters and standards in assess­
ing and enhancing the qua.Uty of care fur­
nished under the Health Security Act. 
AMENDMENT OF THE PUBLIC HEALTH SERVICE 

ACT 
SEc. 302. The Public Health Service Act is 

amended by inserting after Title XVI the 
following new title: 
"TITLE XVII-COMMISSION ON THE 

QUALITY OF HEALTH CARE 
"ESTABLISHMENT OF THE COMMISSION 

"SEc. 1701. (a) 'There is hereby established 
in the Department of Health, Education, and 
Welfare a Commission on the Quality of 
Health Care (hereinafter in this title re­
ferred to as the 'Commission'), consisting of 
eleven members to be appointed by the Sec­
retary after consultation with the Health 
Security Board, which shall perform the 
functions set forth in sections 1702 and 1703. 

"(b) The Commission shall consist of per­
sons who are especially qualified by educa­
tion and experience to perfo;m the functions 
of the Commission, including seven persons 
who are representatives of providers of health 
services or representatives of non-govern­
mental organizations engaged in developing 
standards pertaining to the quality of health 
care, and four persons who are representa­
tives of consumers of health care (who shall 
be persons not engaged in, and having no 

financial interest in, the furnishing of health 
services) . Each member shall hold office for a 
term of five years, except that ( 1) any mem­
ber appointed to fill a vacancy occurring 
during the term for which his predecessor 
was appointed shall be appointed for the 
remainder of that term and (2) the terms 
of the members first taking office shall ex­
pire, as designated by the Secretary at the 
time of appointment, three at the end of the 
first year, two at the end of the second year, 
two at the end of the third year, and two 
at the end of the fourth year after the ap­
pointment and qualification of at least six 
members of the Commission. A majority of 
the members who have been appointed and 
qualified shall constitute a quorum for the 
transaction of business. 

"(c) The Secretary shall designate one of 
the members of the Commission to serve, at 
the will of the Secretary, as Chairman of the 
Commission. 

"(d) Subject to general policies estab­
lished by the Secretary, and to the ava11-
ab1lity of funds, the Commission is author­
ized to employ such personnel as it finds 
necessary, including experts and consultants 
employed in accordance with section 3109 of 
title 5, United States Code, and to appoint 
one or more advisory committees (including 
a committee on the preparation and analysis 
of statistics) which may include officers or 
employees of the United States or of State or 
local governments. Members of committees 
who are not otherwise in the full-time em­
ploy of the United States, and experts and 
consultants employed pursuant to this sub­
section, while serving on business of the 
Commission (inclusive of travel time), shall 
receive compensation at rates fixed by the 
Commission, but not in excess of the dally 
rate paid under GS-18 of the General Sched­
ule under section 5332 of title 5, United 
States Code; and while so serving away from 
their homes or regular places of business, 
they may be allowed travel expenses, includ­
ing per diem in lieu of subsistence, as au­
thorized by section 5703 of title 5, United 
States Code, for persons in Government serv­
ice employed intermittently. 

"FUNCTIONS OF THE COMMISSION 
"SEc. 1702. (a) The primary responsibility 

of the Commission shall be the initiation 
and continuing development of methods of 
assessing the quality of health care furnished 
under the Health Security Act and methods 
of utilizing such assessments for the main­
tenance and improvement of quality, and 
the submission to the Secretary and the 
Health Security Board of its findings and 
recommendations. In discharging this re­
sponsibility the Commission shall-

" ( 1) undertake the systemati:l!lation and 
nationwide collection of data bearing on (A) 
the qualifications of health personnel and 
the adequacy of health facilities to furnish 
care of high quality, (B) the patterns of 
medical and other health practice in actual 
episodes of care, (C) the patterns of utili­
zation of the components of the health care 
system, and (D) the health of patients dur­
ing and at the conclusion of episodes of 
health care, and the relation of the foregoing 
elements of health care thereto; 

"(2) develop from such date (on a na­
tional or regional basis, for particular popu­
lation groups, or otherwise, as the Commis­
sion may deem most useful) statistical 
norms and ranges with respect to aspects of 
health care which are comprised by each of 
the four elements listed in paragraph ( 1) ; 

"(3) develop, on the b.asis of these norms 
and ranges, such standards (together with 
acceptable deviations therefrom) as will af­
ford useful gages of the quality of care and 
useful instruments for the control and im­
provement of quality; and 

" ( 4) make recommendations to the Sec­
retary and the Health Security Board for 
the use of standards developed under para-
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graph (3) in the exercise by the Board of its 
authority under title I, part H, of the Health 
Security Act, or for their use in the develop­
ment of recommendations to the Col!lgress 
for amendment of the Health Security Act. 
In carrying out its duties under this subsec­
tion, the Commission shall emphasize, and 
give first consideration to, care furnished for 
those illnesses and conditions which have 
relatively high incidence in the population 
and which are relatively amendable to medi­
cal or other care. 

"(b) The Commission shall, through its 
staff or by contract (or both), conduct a 
program of research with the objectives of-

" ( 1) improving the technology of assess­
ing the quality of health care, with regard 
for both the service input and the end re­
sult of such care; 

"(2) comparing the quality of health 
care furnished under different systems of 
delivery and methods of payment; 

"(3) analyzing the effects of consumer 
health education, and of util1zation of pre­
ventive health services; 

"(4) continuing the studies made by the 
Secretary's Commission on Medical Mal­
practice, and appraising the effect of meas­
ures taken by . the Health Security Board 
pursuant to section 146 of the Health Se­
curity Act; and 

"(5) obtaining other information which 
the Commission believes will be useful in 
effectuating the purpose of this title and 
of title I, part H, of the Health Security 
Act. 

"(c) The Commission is authorized to pro­
vide technical assistance to participating 
providers of health services under title I of 
the Health Security Act ( 1) in furnishing 
to the Health Security Board information 
required for purposes of the Commission, 
and (2) in developing and carrying out pro­
grams of quality control. 
"ADVICE TO HEALTH SECURITY BOARD PENDING 

DEVELOPMENT OF STANDARDS 
"SEc. 1703. Pending the development of 

standards and recommendations pursuant 
to section 1702 (a) , the Commission shall, 
both before and after the effective date of 
health benefits under title I of the Health 
Security Act, on the basis of such knowledge 
as is available from time to time, furnish 
advice and recommendations to the Health 
Security Board on the issuance of regula­
tions under part H of such title. 

"SEc. 1704. The Secretary is authorized to 
establish on the staff of the Commission, and 
to fix compensation for, not more than 
twenty-five positions in the professional, sci­
entific, and executive service, each such posi­
tion being established to effectuate those 
research and development activities of the 
Commission which require the services of 
specially qualified scientific, professional, and 
administrative personnel. The rates of com­
pensation for positions established pursuant 
to the provisions of this subsection shall not 
be less than the minimum rate of grade 16 
of the General Schedule of the Classification 
Act of 1949, as amended, nor more than the 
highest rate of grade 18 of the General Sched­
ule of such Act; and the rates of compen­
sation for all such positions shall be subject 
to the approval of the Civil Service Commis­
sion. Positions created pursuant to this sub­
section shall be included in the classified 
civil service of the United States, but ap­
pointments to such positions shall be made 
Without competitive examination upon ap­
proval of the proposed appointee's qualifica­
tions by the Civil Service Commission or 
such omcers or agents as it may designate 
for this purpose." 
TITLE IV-REPEAL ON AMENDMENT OF OTHER 

ACTS REPEAL OF MEDICARE AND FEDERAL EM­
PLOYEE HEALTH BENEFIT STATUTES 
SEc. 401. (a) Effective on the effective date 

of health security benefits (set forth in sec­
tion 163)-

(1) Title XVIII of the Social Security Act, (4) by striking out in subsection (i) (2) 
except section 1817 thereof, is repealed. "the Health Insurance Benefits Advisory 

(2) The Act of September 28, 1959 (5 CouncU" and insert in lieu thereof "the Na­
U.S.C. ch. 89), and Publlc Law 86-724 are tional Health Security Advisory Council". 
repealed. (b) The amendments made by subsection 

(b) Subsection (a) shall not affect any (a) shall be effective upon the effective date 
right or obligation arising out of any matter of health security benefits except that prior 
occurring before the effective date of health to that date the Secretary of Health, Educa­
security benefits or any administrative or tion, and Welfare may issue to the Health 
judicial proceeding (whether or not initiated Security Board directions for reductions in 
before that date) for the adjudication or en- payments to be made on and after the effec• 
forcement of any such right or obligation. tive date. 

MEDICAID STATUTE REPEAL OF TITLE XI, PART B, OF THE SOCIAL 
SEC. 402. After the effective date of health SECURITY ACT 

security benefits no State (as defined in sec- SEc. 405. Part B of title XI of the Social 
tion 1101(a) (1) of the Social Security Act) Security Act (relating to Professional Stand­
shall be required, as a condition of approval ards Review), and section 249F of the Social 
of its State plan under title XIX of that Security Amendments of 1972 (which added 
Act, to furnish any service which constitutes that part to the Act) are repealed, effective 
a covered service under Title I of this Act, on the effective date of health security bene­
and any amount expended for the furnishing fits. 
Of any SUCh service to a person eligible for TRANSFER AND AMENDMENT OF SECTION 1817, 
services under title I Of this Act Shall be AND AMENDMENT OF SECTION 201 (g), OF THE 
disregarded in determining the amount of sociAL sECURITY ACT 
any payment to a State under such title XIX. ( f Soc s 
The Secretary of Health, Education, and Wel- SEc. 406. a) Section 1817 ° the ial e-
fare shall by regulation prescribe the mini- curity Act (creating the Federal Hospital In­
mum scope of services required (in lieu of surance Trust Fund and appropriating to the 
the requirements of section 1902(a) (13) of fund the proceeds of the hospital insurance 

payroll taxes and the hospital insurance 
the Social Security Act) as a condition of self-employment tax) is redesignated as sec­
approval, after the effective date of health 
security benefits, of a State plan under such tion 61 and is transferred to this Act, to ap-
title XIX. Such minimum scope of services pear under the heading "HEALTH SECURITY 
shall, to the extent the Secretary finds prac- TRUST FUND" as the first section of part D 
ticable, supplement the benefits available of title I; and is amended-
under title I of this Act, including supple- <1> by striking out the section heading, 

and by striking out the name of the trust 
mentation with respect to the duration of fund appearing in subsection (a) and insert­
skilled nursing home services during the 
benefit period and with respect to the fur- ing in :leu thereof, "Health Security Trust 
nishlng of dental services and of drugs (ap- Fund"; 
pearing on the list established under section <2> by striking out paragraph (2) of subsec-

tion (a) (appropriating to the Trust Fund 
25(b) of this Act) to persons not entitled the proceeds of the self-employment tax for 
to such services, or not entitled to such 
drugs, under title I of this Act. hospital insurance) and inserting in lieu 

thereof: 
VOCATIONAL REHABILITATION ACT; MATERNAL "(2) the taxes imposed by section 1401 (b) 

AND CHILD HEALTH AND CRIPPLED CHILDREN'S of the Internal Revenue Code Of 1954 With 
SERVICES respect to self-employment income, and by 
SEc. 403. Funds made avallable under the section 1403 of the Code with respect to un-

Vocat1onal Rehab111tation Act or under Title earned income, reported to the Secretary of 
V of the Social Security Act shall not be used, the Treasury or his delegate on tax returns 
after the effective date of health security under subtitle F of such Code." 
benefits, to pay for personal health services (3) by striking out subsections (g) and 
available under title I of this Act, but they (h), and inserting in lleu thereof: 
may, in accordance with regulations of the "(g) On the effective date of health bene­
Secretary of Health, Education, and Welfare, fits, there shall be transferred to the Trust 
be used (a) to pay for institutional services Fund all of the assets and liabilities of the 
which are either more extensive or more in- Federal Supplementary Medical Insurance 
tensive than the services recognized in in- Trust Fund. The Health Security Trust Fund 
stitutional budgets approved under title I of shall remain subject to the liabilities of t he 
this Act, or (b) to pay for special medical or Federal Hospital Insurance Trust Fund exist­
other procedures peculiar to vocational re- ing immediately prior to such effective dat e. 
hab111tat1on, or peculiar to the correction or "(h) In addition to the sums appropriated 
amelioration of defects or chronic conditions by subsection (a), there are authorized to be 
of crippled children, as the case may be. appropriated to the Trust Fund :•rom time t o 

AMENDMENT OF SECTION 1122 OF THE SOCIAL time, OUt Of any moneys in the Treasury not 
SECURITY ACT otherwise appropriated, a Governmental con -

SEC. 404. (a) Section 1122 of the Social tribution equal to 100 per centum of the 
security Act is amended- sums appropriated by subsection (a). There 

(1) by striking out thll words "titles v, shall be deposited in the Trust Fund all re­
XVIII, and XIX" whenever they appear in the coveries of overpayments, and all receipts un­
section and inserting in lieu thereof "titles V der loans or other agreements entered into, 
and XIX of this Act and title I of the Health under this title. 
Security Act", and striking out "title v, XVIII "(i) The managing trustee shall pay from 

time to time from the Trust Fund such 
or XIX" in subsection (d) (2) and inserting amounts as the Board certifies are necessary 
1n lleu thereof "title V or XIX of this Act or to make payments provided for by this title, 
title I of the Health Security Act"; and the payments with respect to adminis-

(2) by striking out the words "in deter- trative expenses in accordance with section 
mining the Federal payments" wherever they 201 (g) of the Social Security Act." 
appear in subsections (d) (1) and (e) and in- (b) Section 201(g) of the Social Security 
serting in lieu ,thereof "for the purpose of Act (providing for annual authorization by 
determining the Federal payments"; the Congress of payment, from the respective 

(3) by striking out in subsection (d) (1) trust funds, of the cost of administering the 
"not include any amount" and "exclude an several national systems of social lnsur­
amount" and inserting in lieu thereof, re- ance) is amended-
spectively, "not include, and shall direct the (1) by striking out in paragraph (1) (A) 
Health Security Board not to include, any "the Federal Hospital Insurance Trust Fund 
amount" and "exclude, and shall direct the and the Federal Supplementary Medical In­
Health Security Board to exclude, an surance Trust Fund" and inserting in Ueu 
amount"; thereof: "the Health Security Trust Fund"; 



January 14, 1975 CONGRESSIONAL RECORD-HOUSE 125 
(2) by striking out the words "title XVIII" 

wherever they appear in the subsection and 
inserting in lieu thereof: "title I of the 
Health Security Act"; and 

(3) by striking out the words "for which 
the Secretary of Health, Education, and Wel­
fare is responsible" wherever they appear in 
paragraph (1) (A), and inserting in lieu 
thereof, "for which the Secretary of Health, 
Education, and Welfare and the Health Se­
curity Board are responsible". 

(c) All references to the Federal Hospital 
Insurance Trust Fund or the Federal Supple­
mentary Medical Insurance Trust Fund, ap­
pearing in any Act other than this Act or 
the Social Security Act, shall be deemed to 
refer to the Health Security Trust Fund. 

(d) For the effective date of subsections 
(a) and (b), see section 163. Subsection (c) 
shall be e1fective on and after the effective 
date of health benefits. 
AMENDMENT OF TITLE XV OF THE PUBLIC HEALTH 

SERVICE ACT 

SEc. 407. (a) Section 1501 (a) of the Pub­
lic Health Service Act is amended by striking 
out "within eighteen months" and inserting 
in lieu thereof "within twelve months". 

(b) Section 1501 (b) of such Act is amended 
by adding after paragraph (2) thereof the 
following sentence: "Such guidelines shall 
emphasize the need for prompt action to en­
able providers of health services better to 
meet the demands upon them when benefits 
under title I of th~ Health Security Act be­
come available." 

(c) Section 1503(b) of such Act is amended 
by striking out "and the Assistant Secretary 
of Health of the Department of Health, Edu­
cation, and Welfare" and inserting in lieu 
thereof, "the Under Secretary for Health and 
Science of the Department of Health, Edu­
cation, and Welfare, and the Chairman of 
the Health Security Board". 

(d) Section 1513(d) of such Act is amended 
by striking out paragraph ( 1) thereof and re­
designating paragraphs (2), (3) and (4) as 
paragraphs (1), (2) and (3), respectively. 

(e) (1) Section 1413(e) (1) of such Act is 
amended by inserting, immediately after 
"1970", as comma and the following: "or 
made aV'ailable under part F of title I of the 
Health Security Act,". 

(2) Section 1513 (e) (2) of such Act is 
amended by striking out "the Secretary" in 
the first and second sentences thereof, and. 
inserting in lieu thereof in each instance 
"the Secretary or the Health Security 
Board"; by striking out "he" in the second 
sentence and inserting "the Secretary" in 
lieu thereof; and by inserting after "may 
make" in the fourth sentence "(or authorize 
the Health Security Board to make)". 

(f) Section 1526 of such Act is repealed. 
SALARY LEVELS 

SEc. 408. (a) Section 5313, title 5, United 
Sta.tes Code (relating to executive pay rates 
for positions at level II) is amended by add­
ing at the end thereof the following new 
clause: 

"(23) Deputy Secretary of Health, Educa­
tion, and Welfare." 

(b) Section 5314, title 5, United States 
Code (relating to executive pay rates for 
positions at level III) is amended by striking 
out clause (7) and inserting in lieu thereof: 

"(7) Under Secretary for Health and 
Science, Department of Health, Education, 
and Welfare."; and by adding at the end 
thereof the following new clause: 

"(61) Chairman, Health Security Boa.rd, 
Department of Health, Education, and Wel­
fare." 

(c) Section 5315, title 5, United States 
Code (relating to executive pay rates for 
positions at level IV), is amended by adding 
at the end thereof the following new clauses: 

"(105) Members (other than the Chair­
man), Health Security Board, Department of 
Health, Education, and Welfs.re ( 4) . " 

"(106) Members, Commission on the Qual­
ity of Health Care, Department of Health, 
Education, and Welfs.re (11) ." 

(d) Section 5316, title 5, United States 
Code (relating to executive pay rates for 
positions at level V) is amended by adding 
at the end thereof the following new clause: 

"(137) Executive Director, Heal.th Security 
Board, Department of Health, Education, and 
Welfare." 
AMENDMENT OF BUDGET AND ACCOUNTING ACJ: 

SEc. 409. (a) Section 201 of the Budget and 
Accounting Act, 1921 (31 U.S.C. 11), is 
amended-

( 1) by striking out "The Budget" in the 
second sentence of subsection (a) and in­
serting in lieu thereof "Except as provided 
in subsection (d), the Budget"; and 

(2) by adding a.t the end thereof the fol­
lowing new subsection: 

"(d) The Budget shall set forth the items 
referred to in paragraphs (4), (5), (6), (7), 
(8), (9), and (12) of subsection (a) which 
are attributable to receipts of and expendi­
tures from the Health Security Trust Fund, 
and shall set forth separately such items 
(commonly referred to as the 'administra­
tive budget') attributable to all other opera­
tions of the Government." 

(b) The amendments made by subsection 
(a) shall be e1fective with respect to the 
fiscal year beginning in the :first calendar 
year after the calendar year in which this 
Act is enacted, and to all subsequent fiscal 
years. 
TITLE V-STUDIES RELATED TO HEALTH 

SECURITY STUDY OF THE PROVISION 
OF HEALTH SECURITY BENEFITS TO 
UNITED STATES CITIZENS IN OTHER 
COUNTRIES 
SEc. 501. The Secretary of Health, Educa­

tion, and Welfare, in consultation with the 
Secretary of State and the Secretary of the 
Treasury, shall study (a) the practicab111ty 
and the means of making prepaid health 
services (or prepaid indemnification for the 
cost of , health services) available, more 
widely than can be done under section 12 of 
this Act, to citizens of the United States 
who are resident in other countries or are 
temporarlly visiting such countries by sun­
plementing the authority for reciprocal ar­
rangements under section 12 with authority 
for payments from the Health Security Trust 
Fund, and (b) means of equitably financing 
such services (or indemnification) through 
the extension of health security taxes; and 
not later than five years after the enactment 
of this Act shall report to the Congress his 
:findings and recommendations. 
STUDY OF COORDINATION WITH OTHER FED­

ERAL HEALTH BENEFIT PROGRAMS 

SEc. 502. (a) The Secretary of Health, Ed­
ucation, and Welf'are shall conduct studies 
of the most satisfactory means of coordinat­
ing the program for the health care of mer­
chant seamen, the program for the health 
care of Indians and Alaskan natives, or both, 
with the system of health security benefits 
created by this Act; the Administrator of 
Veterans' A1fairs and the Secretary shall con­
duct a joint study of the most satisfactory 
means of coordinating with that system some 
or all of the programs for the health care of 
veterans; and the Secretary of Defense and 
the Secretary of Health, Education, and Wel­
fare shall conduct a like joint study with 
respect to the programs of health benefits 
furnished by civilian fac111t1es and personnel 
to dependents of members of the Armed 
Forces. Reports of these studies, and legisla­
tive recommendations to achieve improved 
coordination, shall be submitted to the con­
gress not later than three years after the 
enactment of this Act. 

(b) In conducting the studies required by 
this section, the Secretaries and the Admin­
istrator, as appropriate, shall consult with 

representatives of the respective beneficiary 
groups, and shall include in their reports to 
the Congress summaries of the views of such 
representatives. 

GENERAL PROVISIONS 

SEc. 503. (a) There are hereby authorized 
to be appropriated such sums as may be 
necessary for the conduct of the studies au­
thorized by this title. 

(b) In conducting such studies the Sec­
retary of Health, Education, and Welfare, 
the Secretary of Defense, and the Admlnis· 
trator of Veterans' A1fairs are each author­
ized (1) to appoint such experts and con­
sultants (employed in accordance with sec­
tion 3109 of title 5, United States Code) and 
such advisory committees as they may deem 
necessary; and (2) to enter into contracts 
with public or private agencies or organiza­
tions for the collection of information, the 
conduct of research, or other purposes re­
lated to the respective studies. Experts and 
consultants and members of advisory com­
mittees appointed under this subsection, 
while serving on business related to the 
studies (inclusive of travel-time), shall re­
c~ive compensation at rates not in excess 
of the dally rate paid under GB-18 of the 
General Schedule under Section 5332 of title 
5, United States Code; and while so serving 
away from their homes or regular places of 
business, they may be allowed travel ex­
penses, including per diem in lieu of sub­
sistence, as authorized by section 5703 of 
title 5, United States Code, for persons in 
Government service employed intermittently. 

SECTION-BY-SECTION ANALYSIS OF THE HEALTH 
SECURITY ACT--H.R. 21 

TITLE I-HEALTH SECURITY BENEFITS 

Part A-Eligibility for benefits 
(Sections 11-12). Every resident of the U.S. 

(and every non-resident citizen when 1n the 
U.S.) will be eligible for covered services. 
Reciprocal and "buy in" agreements wlll per­
mit the coverage of groups of non-resident 
aliens, and in some cases benefits to U.S. 
residents when visiting in other countries. 

Part B-Nature and scope of benefits: 
Covered services 

(Section 21.) Every eligible person 1s en­
titled to have payments made by the Board 
for covered services provided within the 
United States by a participating provider. 

(Section 22.) All necessary professional 
services of physicians (including preventive 
care) are covered wherever furnished, with 
one quantitative limitation. Psychiatric 
services to an ambulatory patient are cov­
ered without limit if' the patient seeks care 
in the organized setting of a group practice 
organization, a hospital out-patient clinic, 
or other comprehensive mental health clinic. 
In these kinds of organized settings, peer 
review and ·budgetary controls can be ex­
pected to curtail unnecessary ut111zation. 

If the patient is consulting a solo practi­
tioner, however, there is a 11mlt of 20 con­
sultations per benefit period. In communities 
where psychiatric services s.re in especially 
short supply, the Board may prescribe re­
ferral or other non-financial conditions to 
give persons most in need of services a prior­
ity of access to solo practitioners. 

(Section 23.) Comprehensive dental serv­
ices (exclusive of most orthodontia) are cov­
ererd for children under age 15, with the 
covered age group increasing by two years 
each year until all those under age 25 are 
covered. (Persons once covered remain cov­
ered for the rest of their lives). This benefit 
is limited initially because, even with full 
use of dental auxiliaries, there 1s insumclent 
manpower to provide dental benefits to the 
entire population. However, the Board 1s au­
thorized to expand the benefits more rapidly 
if avallablllty of resources warrants, and the 
Board is required within seven years of the 
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effective date of the legislation, to establish 
a. timetable for phasing in benefits for the 
entire population. To encourage the develop­
ment of groupes which provide comprehen­
sive medical and dental services or compre­
hensive dental services, the Board is author­
ized to phase in full dental benefits more 
rapidly for the enrollees of those groups than 
for the general population. 

(Section 24.) In-patient and out-patient 
hospital services and services of a home 
health agency are covered for the duration 
of the services, and skilled nursing home 
services are covered for ' limited periods. 
Pathology and radiology services are specifi­
cally included as parts of institutional serv­
ices, thus reversing the practice of Medicare. 
Domiciliary or custodial care is specifically 
excluded in any institution, thus necessitat­
ing the two important restrictions on pay­
ments for institutional care: 

(1) Payment for skilled nursing home 
care is limited to 120 days per benefit period, 
except that this limit may be increased 
either when the nursing home is owned or 
managed by a hospital and payment for care 
is made through the hospital's budget, Qr 
for all nursing homes affiliated with hospi­
tals. It is not practical to assume that the 
majority of nursing homes and extended care 
fac111ties in the country will be able to im­
plement effective utilization review and con­
trol plans in the first years of Health Secu­
rity. The demand for essentially domiciliary 
or custodial care in nursing homes is so 
overwhelming that an initial arbitrary limit 
on days of coverage is necessary. Extension 
of the benefit is authorized when this be­
comes feasible. 

(2) Many state hospitals do not provide 
optimal active treatment to their psychiatric 
patients but rather maintain them in a cus­
todial setting. If Health Security provides 
unlimited coverage for patients in these 
hospitals, it might tend to freeze the level 
of care instead of stimulating these institu­
tions to upgrade their medical care perform­
ance. Therefore, the psychiatric hospital 
benefit is limited to 45 days of active treat­
ment during a benefit period. 

(Section 25.) The bill provides coverage for 
two categories of drug use: prescribed medi­
cines administered to in-patients or out­
patients within participating hospitals or to 
enrollees of comprehensive health service or­
ganizations, and drugs necessary for the 
treatment of specified chronic illnesses or 
conditions requiring long or expensive drug 
therapy. This will provide coverage of most 
drug costs for individuals who require costly 
drug therapy. 

The b111 requires the Board and the Sec­
retary of HEW to establish two lists of ap­
proved drugs. There will be a broad list of 
approved medicines available for use in 
institutions and by comprehensive health 
service organizations and a more restricted 
list which is available for use outside such 
organized settings. The restricted list shall 
stipulate which drugs on it shall be available 
fo treatment of each of the specified chronic 
diseases. No such restrictions shall be placed 
upon drug therapy within an institutional 
setting. 

Use of the restricted list will meet the 
most costly needs for drug therapy while 
restraining unnecessary utilization. The 
benefit is more liberal where adequate con­
trol mechanisms exist. 

(Section 26.) The appliances benefit is 
similar in concept and operation to the drug 
benefit, subject to a limitation on aggregate 
cost. The Board shall prepare lists of ap­
proved devices, appliances or equipment 
which it finds are important for the main­
tenance or restoration of health, employabil­
ity or self-management (taking into con­
sideration the re11ab111ty and cost of each 
item). The Board will also specify the cir­
cumstances or the frequency with which the 

item may be prescribed at . the cost of the 
Health Security program. 

(Section 27.) The professional services of 
optometrists and podiatrists are covered, 
subject to regulations, as are diagnostic or 
therapeutic services furnished by independ­
ent pathology laboratories and radiology 
services. The care of a psychiatric patient in 
a mental health day care service is covered 
for up to 60 days (day care benefits are un­
limited if furnished by a group practice 
organization, by a comprehensive mental 
health center, or by an approved mental 
health day care service). Ambulance and 
other emergency transportation services are 
covered, as well as non-emergency services 
where (as in some sparsely settled areas) 
transportation is essential to overcome spe­
cial difficulty of access to covered services. 

Supporting services such as psychological, 
physiotherapy, nutrition, social work and 
health education are covered if they are 
part of institutional services or are fur­
nished by a group practice organization, in­
dividual practice association or certain pub­
lic or non-profit organizations. This estab­
lishes the important principle that these 
and other supporting services should be 
provided as part of a coordinated program 
of health maintenance and care. Psycholo­
gists, physical therapists, social workers, etc. 
wm not be permitted to establish independ­
ent practices and bill the program on a fee­
for-service basis. This is intended to assure 
that whenever services of this nature are 
provided they are part of an organized plan 
of treatment and are germane to the overall 
care of the patient. 

In addition to services available from 
hospitals , mental health centers or other 
providers, free-standing alcohol, drug abuse, 
family planning and rehabilitation centers 
would be recognized as providers if such 
centers have an agreement with the Board 
under section 49{a) (5), (6) and (7). 

(Section 28.) Health services furnished or 
p aid for under a workmen's compensation 
law are not covered. Reimbursement for loss 
of earnings is so closely interlocked with 
the health services aspects of workmen's 
compensation that absorption of the health 
services portion of workmen's compensation 
by Health Security could have the effect of 
delaying findings of eligibility for income 
payments. 

School health services are covered only to 
the extent provided in regulations. 

The Board may exclude from coverage 
medical or surgical procedures which are 
essentially experimental in nature. Individ­
uals who enroll in a comprehensive health 
service organization or enroll themselves 
with a primary practitioner accepting capi­
tation payments are not entitled to seek 
covered services from other providers of 
services (except as specified in regulations). 
Surgery primarily for cosmetic purposes is 
excluded from coverage. 

The services of a professional practitioner 
are not covered if they are furnished in a 
hospital which is not a participating pro­
vider. This is intended to discourage physi­
cians from admitting patients to hospitals 
which cannot or will not meet standards for 
participation in the program. 

Part a-Participating pro-;; iders of services 
(Section 41 (a).) Participating providers 

are required to meet standards established 
in this title or by the Board under Part 
H relating to quality of care. In addition, 
they must agree to comply with such re­
quirem.ents as the Board finds necessary, to 
assure to their employees, employment rights 
and working conditions similar to the 
guarantees of other workers. In addition, 
they must agree to provide services without 
discrimination, to make no charge to the 
patient for any covered service, and to fur­
nish data necessary for utilization review by 

professional peers, statistical studies by the 
Board and by the Commission on the quality 
of the care and verification of information 
for payments. 

(b) A provider's participation may be ter­
minated under procedures described in part 
G of the bill. 

(c) If a provider is merged, consolidated 
or reorganized, pre-existing employment 
rights shall be subject to reasonable require­
ments by the Board for protection or employ­
ees' rights. 

(Section 42 (a).) Professional practition­
ers licensed when the program begins are 
eligible to practice in the State where they 
are licensed. All newly licensed applicants 
for participation must meet national stand­
ards established by the Board in addition to 
those required by his State. While stopping 
short of creating a Federal licensure system 
for health professionals, this will guarantee 
minimum national standards. A state-li­
censed practit ioner who meets national 
standards will be qualified to provide Health 
Security covered services in any other state. 
(See also S~ction 56(a) (1)). 

(b) For purposes of this title a doctor of 
osteopathy is a physician, as is a dentist 
when performing procedures which, in gen­
erally accepted medical practice, may be 
performed by either a physician or a dentist. 

A doctor of optometry or podiatry qualified 
in accordance with subsection (a) is a phy­
sician when furnishing services which are 
covered services in accordance with regula­
tions issued under Section 27 (a) and which 
he is legally qualified to furnish in the state 
in which he furnished them. 

(Section 43.) This section establishes con­
ditions of participation for general hospitals 
similar to those required by Medicare. Two 
requirements not found in the Medicare pro­
gram are: ( 1) that the hospital must not 
discriminate in granting staff privileges on 
any grounds unrelated to professional qual­
ifications; (2) that the hospital establish 
a pharmacy and drug therapeutics commit­
tee for supervision of hospital drug therapy. 
Medicare allows any hospital accredited by 
the Joint Commission on the Accreditation 
of Hospitals (if it provides utilization re­
view) to participate in the program, thus in 
effect delegating to the Commission the de­
termination whether the standards are met. 
This title requires all participating hospitals 
to meet standards established by the Board. 

(Section 44.) Psychiatric hospitals will be 
eligible to participate only if the Board finds 
that the hospital (or a distinct part of the 
hospital) is engaged in furnishing active 
diagnostic, therapeutic and rehabilitative 
services to mentally ill patients. Psychiatric 
hospitals are required to meet the same 
standards as those prescribed for general hos­
pitals in Section 43, and such other condi­
tions as the Board finds necessary to 
demonstrate that the institution is providing 
active treatment to its patients. These stand­
ards will exclude costs incurred by state 
mental institutions to the extent they serve 
domiciliary or custodial functions. 

(Sections 45 and 46.) Section 45 establishes 
conditions of participation for skilled 
nursing homes similar to those established 
for extended care fac111ties under Medicare. 
Important differences, however, are the re­
quirement for affiliation with a participating 
hospital or group practice organization (see 
Section 51 (b)) and changes in the require­
ments for utilization review (see Section 50). 
Under Section 46 participation by home 
health agencies will be limited to public 
agencies and non-profit private organiza­
tions-proprietary home health agencies are 
specifically excluded. 

(Section 47.) Subsection (a) describes a 
group practice organization (one type of 
health maintenance organization) which un­
dertakes to provide an enrolled population 
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either with complete health care or, at the 
least, with complete Health Security services 
(other than mental health or dental serv­
ices) for the maintenance of health and the 
care of ambulatory patients. The bill, in its 
aim to improve the methods of deli very of 
health services, places much emphasis on the 
development of new organizations of this 
kind and the enlargement of old ones. 

Other requirements are spelled out in this 
section: The organization must furnish med­
ical services (and dental services if they are 
included) through prepaid group practice. 
Other services must be furnished by staff of 
the organization or by contractors for whom 
the organization assumes responsibility, ex­
cept that institutional services may be pro­
vided by arrangements with other partici­
pating providers at the expense of the group 
practice organization. The organization must 
be non-profit, but it may utilize proprietary 
providers in fulfilling its responsibilities. 

All persons living in or near a specified 
service area will be eligible to enroll during 
an annual open enrollment period, subject 
to the capacity of the organization to fur­
nish care. Services must be reasonably ac­
cessible to persons living within the specified 
service area. Periodic consultation with rep­
resentatives of enrollees is required, and they 
must be given opportunity to participate in 
policy formulation and in evaluation of op­
eration. Professional policies and their ef­
fectuation, including monitoring the quality 
of services and their utilization, are to be the 
responsibility of a committee or committees 
of physicians (and other health profession­
als where appropriate). Health education and 
the use of preventive services must be 
stressed, and lay persons are to be employed 
so far as is consistent with good medical 
practice. Charges for any services not cov­
ered by Health Security must be reasonable. 
Finally, the organization must agree to pay 
for services furnished by other providers in 
emergencies, either within the service area 
of the organization or elsewhere, but may 
meet this requirement to the extent feasible 
through reciprocal service arrangements with 
other organizations of like kind. 

Subsection (b) makes clear that the orga­
nization, or professionals furnishing services 
for it, may also serve non-enrollees, with P'aY­
ment to be made to the organization, or, at 
its request, to such professionals. 

(Section 48.) An individual practice asso­
ciation (another type of health maintenance 
organization) must be a nonprofit organiza­
tion, sponsored by a county or other local 
medical society, which meets all the condi­
tions for participation by a group practice 
organization other than the requirement of 
group practice. All physicians practicing in 
the area. (and all dentists if dental services 
are furnished) must be pennitted to become 
professional members, subject only to crite­
ria, approved by the Board, relating to pro­
fessional qualifications. For professional 
services to enrollees, professional members 
may be compensated by the foundation by 
whatever method, including fee-for-service, 
may be agreed upon by it and its members. 

Subsection (b) provides that a professional 
member may furnish services to persons not 
enrolled in the association and receive pay­
ment from the Board on the same basis as 
independent practitioners, except that if he 
is paid by capitation, salary, or stipend by 
the association, the payment for services to 
non-enrollees is to be made to the associa­
tion. 

(Section 49.) This section deals with sev­
eral classes of health organizations that vary 
widely, even within a single class, in their 
structure and in the scope of the services 
which they offer. Because statutory specifica­
tions cannot well be tailored to so many vari­
ables, the section sets forth only a general 
statement of the kinds of organizations to 
which it relates and leaves participation of 

each organization to a case-by-case decision 
of the Board on such terms as the Board 
deems proper. 

Subsection 49(a) (1) permits the partici­
pation of community health centers or the 
like which, though furnishing a broad range 
of ambulatory services, do not serve an en­
rolled or otherwise predetermined population 
and may not meet some other requirements 
of section 47(a). Subsection (a) (2) author­
izes the Board to deal separately with the pri­
mary care portion of a system of comprehen­
sive care where it is necessary to rely on ar­
rangements with other providers, rather than 
on a unified structure, to round out the 
other elements of the system. Where organi­
zations meeting the extensive requirements 
of section 47(a) or 48(a) are not availa,ble, 
these two paragraphs of section 49 (a) will 
give the Board flexibility in furthering one of 
the bill's prime objectives, the development 
and broad availability of comprehensive serv­
ices furnished on a coordinated basis. 

Because of the extent to which mental 
health services are separated from other 
health care, subsection (a) (3) permits the 
Board to contract directly with public or 
other non-profit mental health centers and 
mental health and day care services. 

If a state or local public health agency is 
providing preventive or diagnostic services, 
such as immunization or laboratory tests, 
the Board may under subsection (a) (4) con­
tract with it for the continuance of these 
services. 

In accordance with regulations, the 
Board may contract with free standing am­
bulatory treatment centers for alcoholism 
and;or drug abuse; for family planning 
services; and for rehabilitation services. 

In the field of private practice, physicians 
or dentists or other practitioners may group 
themselves in a clinic, nonprofit or pro­
prietary, or in any number of other ways, 
and it may be more convenient both to 
them and to the Board to regard them as 
an entity than to deal with each practi­
tioner separately. Subsection (a) (8) per­
mits this. The Board w111 have wide discre­
tion in contracting with such entities sub­
ject only to the limitation that, like other 
organizations described in section 49(a), the 
entity may not (under section 88(a)) be 
paid on a fee-for-service basis. Practitioners 
who elect that method of payment may of 
course pool their bills for submission to the 
Board, but there is no reason to contract 
with a unit for the payment of fees to it. 

Subsection (b) makes clear that agree­
ments with the Board under this section shall 
not (unless expressly so stipulated) pre­
clude practitioners furnishing services under 
the agreements from furnishing other serv­
ices as independent providers. 

(Section 50.) This section specifies the 
broad and general conditions under which 
independent pathology laboratories, inde­
pendent radiological services, providers of 
drugs, devices, appliances, equipment, or 
ambulance services may qualify as providers 
under Health Security. As under Medicare, 
a Christian Science Sanatorium qualifies if 
operated, or listed and certified, by the First 
Church of Christ, Scientist, Boston. 

(Section 51.) The requirements of utiliza­
tion review in hospitals and skilled nursing 
homes are in the main similar to those which 
Medicare has, since 1966, imposed with re­
spect to services to aged patients. In Health 
Security the requirements will of course 
apply to the entire population. As in Medi­
care, the review is designed to serve a dual 
purpose: identification of certain specific 
misuses of the institutional services with a 
view to their termlna tion, and a focusing 
of continuing attention and concern of the 
medical staff on the necessity for efficient 
utilization of institutional resources. Section 
51 (a) strengthens the educational aspect of 
the process by requiring specifically that 

records of reviews be maintained and statisti­
cal summaries of them be reported periodi­
cally to the institution and its medical staff 
(and, on request, to the Board). As under 
Medicare, the review committee will consist 
of two or more physicians, with or without 
other professional participation; and in the 
case of hospitals, will normally be drawn 
from the medical staff unless for some rea­
son an outside group is required. For skilled 
nursing homes, on the other hand, section 
51 (c) departs from Medicare by permitting 
as an alternative that the Committee be 
established by the State or local public 
health agency under contract with the 
Board, or failing that, by the Board. If the 
nursing home operates under a consolidated 
budget with a hospital, the review will be 
made by the hospital committee. Like Medi­
care, Section 51 (d) and (e) call for review 
of specific long-stay cases as required by 
regulations, and notification to the institu­
tion, the attending physician, and the pa­
tient when a decision adverse to further 
institutional services is made. 

(Section 52.) Subsection (a) of Section 52 
is also like Medicare in requiring a partic­
ipating skilled nursing home to have in 
effect an agreement with at least one partic­
ipating hospital for the transfer of patients 
and medical and other information as 
medically appropriate. Subsection (b) intro­
duces a requirement, applicable two years 
after the effective date of health benefits to 
both skilled nursing homes and home health 
service agencies, of affiliation with a partic­
ipating hospital or group practice organiza­
tion. Unless the medical staff of the hospital 
or organization undertakes ' to furnish the 
professional services in the nursing home or 
the professional services of the home health 
service agency, that medical staff or a com­
mittee of it must assume responsibility for 
these services. Subsection (c) allows the 
Board to waive the application of either of 
these requirements to a skilled nursing home 
or a home health agency which the Board 
finds essential to the provision of adequate 
services, if (but only for as long as) lack 
of a suitable hospital or organization within 
a reasonable distance makes a transfer or an 
affiliation agreement impracticable. 

(Section 53.) If the construction or sub­
stantial enlargement of a hospital, skilled 
nursing home, or ambulatory care facility 
has been undertaken after December 31 of 
the year of enactment, without either a 
State certificate of need or a prior approval 
by a planning agency designated by the gov­
ernor of the State or the Board, section 53 
precludes the institution from participating 
in the Health Security program, except that 
in case of enlargement, the Board may permit 
participation subject to reduction in reim­
bursement for services. This should greatly 
strengthen state and local planning authori­
ties. 

(Section 54.) This section prohibits double 
recovery in malpractice litigation by stipu­
lating that no damages will be awarded to 
the injured party for remedial services which 
are available without cost under the Health 
Security program. 

(Section 55.) Institutions of the Depart­
ment of Defense and the Veterans' Adminis­
tration, and institutions of the Department 
of Health, Education, and Welfare serving 
merchant seamen or Indians or Alaskan na­
tives, are excluded by section 55 from serving 
as participating providers, as is also any 
employee of these institutions when he is 
acting as an employee. The Board will, how­
ever, provide reimbursement for any services 
furnished (in emergencies, for example) by 
these institutions or agencies to eligible per­
sons who are not a part of their normal clien­
tele. It will also provide reimbursement for 
services furnished by the Public Health Serv­
ice under the Emergency Health Personnel 
Act of 1970. 
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(Section 56.) This section overrides, for 
purposes of the Health Security Program, 
State laws of several kinds which inhibit the 
utilization or the mob111ty of health · per­
sonel, cloud the legality of so-called "corpor­
ate practice" of health professions, or re­
strict the creation of group practice organi­
zations. The authority of Congress to do this, 
in conjunction with a program of Federal 
expenditure to provide for the general wel­
fare, flows from the Supremacy Clause of the 
Constitution and seems now to be clearly 
established. Ivanhoe Irrigation District v. 
McCracken, 357 u.s. 275 (1958); King v. 
Smith, 392 U.S. 309 (1968). 

The first three paragraphs of subsection 
(a), whlle stopping short of creating a sys­
tem of Federal Ucensure for health person­
nel, will greatly fac111tate both the inter­
state mobntty of State Ucensees and the ef­
fective use of anc1llary personnel in the fur­
nishing of health care. The dispensations 
contained in these paragraphs will be avail­
able to persons who meet national standards 
established by the Board. 

Paragraph (1) permits a physician, den­
tist, optometrist, or podiatrist, Ucensed in one 
State and meeting the national standards, 
to furnish Health Security benefits in any 
other state, the scope of his permissible prac­
tice being governed by the law of the State 
in which he is practicing. This paragraph 
obviates the difficulty and cost which a prac­
titioner may encounter, especially where 
reciprocity of licensure is not available, in 
taking up practice in a State in which he 
has not been licensed. 

Paragraph (2) grants a similar authority 
to othe·r health,professional and non-profes­
sional personnel. For occupations such as 
pharmacy and professional nursing, which 
are subject to licensure in all States, a per­
son can avail himself of this paragraph only 
if he is licensed in one State and meets the 
national standards; in other cases, where 
licensure is not universally required, com­
pliance with national standards is sufficient. 
Here again, impediments to mobil1ty created 
by existing Ucensure laws will be removed. 

The restrictions which many professional 
practice acts impose on the use of lay as­
sistants, and the legal uncertainties which 
often deter such use, discourage practices 
that can increase greatly, without sacrifice of 
safety, the volume of services which profes­
sionals can render. Accordingly, pM"agraph 
(3) of subsection (a) enables the Board to 
permit physicians and dentists, participating 
in public or non-profit hospitals and group 
practice organiz8itions, to use ancillary health 
personnel, acting under professional super­
vision and responsiblllty, to assist in fur­
nishing Health Security benefits. Such as­
sistants may do only things which the Board 
has specified, and may be used only in the 
context of an organized medical staff or 
medical group. Persons employed as assist­
ants must not only meet national standards 
for their respective occupations, but must 
also satisfy special qualifications that the 
Board may set for particular acts or proce­
dures. 

In the interest of encouraging salaried 
practice and the integration of professional 
practitioners into wen-structured organiza­
tions for the delivery of health services, para­
graph (4) of subsection (a) does away with 
the "corporate practice" rule insofar as it 
concerns participating public or other non­
profit hospitals and group practice organi­
zations. These institutions may employ phy­
sicians or make other arrangements for their 
services, unless in the unllkely event that the 
lay interference with professional acts or 
judgments should be threatened. No conflict 
of interest results from such arrangements; 
ln the non-profit setting loyalty to employer 
and loyalty to patient run parallel. ' 

Some state laws place restrictions of one 
kind or another on the incorporation of group 

practice organizations. When these restric-the expected Health Security tax receipts 
tions prevent the State incorporation of an will difl'er by 1 percent or more from the 
organi:zJation meeting the strict requirements estimate used under subsection (a)· or if 
of the Health Security Act, section 56(b) the Board finds that eitlher its factors of 
empowers the Secretary to incorporate it for expected change or the cost of administra­
purposes of the Act. Except for the special tion is expected to d11fer from the estimate 
restrictions, State law will govern the corpo- by 5 percent or more; or 1f an epidemic, dis­
ration. aster or other occurrence compels higher ex­
PART D--TBUST FuND; ALLOCATION OF FUNDS penditure than had been expected. If, as a 

FoR SERVICES result, the maximum estimate has to be in-
(Section 61.) By section 406(a) of the creased (rather than being decreased), the 

present b1ll, section 1817 of the social secu- Board (through the Secretary) shall prompt­
rity Act, creating the Federal Hospital ly report its action to the Congress with its 
Insurance Trust Fund, is amended and reasons. 
transferred to become section 61 of the (Section 63.} Subsection (a) provides that 
Health Security Act. The fund will thus be- separate accounts shall be established in the 
come the Health Security Trust Fund, sue- Health Security Trust Fund-a Health Serv­
ceeding to the assets and Uab111ties of both lees Account, a. Health Resources Develop­
Medicare trust funds, and receiving the pro- ment Account, and an Administration Ac­
ceeds of the health security taxes imposed count, as well as a. residual General Account. 
by title II of the Health Security Act and Subsection (b) provides that in each of the 
the authorized appropriations from general first two years of program operation, 2 per­
revenues equal to 100 percent of those tax cent of the Trust Fund shall be set aside for 
receipts. the Health Resources Development Fund; 

The Fund w111 also receive recoveries of and the allocation shall increase by 1 per­
overpayments, and receipts from loans and cent at two-year intervals to 5 percent with­
other agreements. To implement the role in the next 6 years. The money in this ac­
of the Trust Fund, the Managing Trustee count w111 be used exclusively for the plan­
(the Secretary of the Treasury) will make ning and system improvement purposes de­
payments from the Trust Fund provided for scribed in part F. 
under Title I, as the Board certifies, and (c) (d) After deducting the amount a.p­
with respect to administrative expenses as proved by Congress and tli8Jls!erred to the 
authorized annually by the Congress. Administration Account, tlhe remainder 0'! 

(Section 62.) The Health secUrity pro- the monies shall be allocated to the Health 
.gram is intended to operate on a. budget Services Account, and shall be used exclu­
basis overall. Accordingly, subsection (a) sively for making payment for services tn ac­
requires the Board to determine for each cordance wttlh part E. 
fiscal year the maximum amount which (Section 64.) This section provides for al­
may be available for obllgation from the location of the Health Services Account 
Trust Fund. The amount so determined in Slmong the reg.lons of the country. (a) The 
advance (by March 1 preceding each fiscal allocation to each region shall be based on 
year) shall not exceed the smaller of two the aggregate sum eXJpended during the most 
stated limitations. The first limit is fixed on recent 12-month period for covered services 
200% of the expected net receipts from all (with appropriate mod.ification for estimated 
the Health Security taxes (i.e., the tax re- changes in the price of goods and '>ervlces, 
ceipts augmented by 100% thereof, to be the expected number of eligible beneficiaries, 
appropriated into the Fund from general and the number of participating providers). 
revenues of the Government.) The second (b) In allocating funds to the regions the 
limit, applicable to each fiscal year after the Board shall seek to reduce, and over the 
first full fiscal year of benefit operation years gradually eliminate, existing differ­
(l.e., after fifteen months' avallability of ences among the regions in the average per 
covered services), is an amount equal to the capita amount expended upon covered 
estimated obllgations of the current year health services (except when these reflect 
(within which the estimate is being made), differences in the price of goods and serv­
subject to certain adjustments. Such ad- ices). To accomplish this, the Board will 
justments will reflect change expected in: curtail increases in allocations to high ex­
(A) the price of goods and services; (B) the penditure regions and stimulate an increase 
number of eligible persons; (C) the number in the ava.1181b1lity and ut1lization of services 
of participating professional providers, or in regions in which the per capita cost 1s 
the number or capacity of institutional or lower than the nq.tional average. (c) A con­
other participating providers so far as such tingency reserve of up to 5% may be with­
changes are not already adequately re- held from ·allocation. If the remaining funds 
fleeted; and (D) the expected cost of pro- avai'l·able are inadequate, allocations will be 
gram administration. reduced pro rata. (d) Allocations may be 

1)1 the interest of prudent fiscal manage- modified before or during a fiscal year 1! the 
ment, subsection (b) requires the Board to Board finds this is necessary. 
restrict its estimate of the amount available (Section 65.) The Board wLll divide the al­
for obligation in the next fiscal year (inac- location to each region into funds availBible 
cordance with subsection (a)) if the Board to pay for: institutional services; physician 
estimates that the amount in the Trust Fund services; dental services; furnishing of 
at the beginning of the next fiscal year will drugs; furnishing of devices, Sippliances and 
be less than one-quarter of the total obliga- equipment; and other profession811 and sup­
tiona to be incurred for the current year, and porting services, including subfunds for op­
tha.t such restriction will not impair the ade- tometrists, podiatrists, independent pathol­
quacy or quality of the services to be pro- ogy laboratories, independent radiology 
vided. Also, the Board is required to reduce services, and other i'tems. The percent allo­
its alternative estimate of the maximum cated to eac:h category of service may vary 
amount to be available if it finds that the from region to region. In determining at­
aggregate cost to be expected has been re- location to these funds they will be guided 
duced (or an expected increase has been less- by the previous years' expenditures for each 
ened) through improvement in organiza- category of service but easo take into ac· 
tion and dellvery of service or through utili- count trends in the ut1lization of services 
zation control. and the des,ira.bllity of stimulating improved 

Subsection (c) provides against various utilization of resources. It wi'H encourage a 
other contingencies which may result in shift from heavy rellance on institutional 
increase or decrease in the estimate of the care to better uttlization of preventive and 
maximum amount to be available for obll- ambulatory services. 
ga.tion in a next fiscal year. The amount may (Section 66.) These regional funds will be 
be modified before or during the fiscal year: sub-divided among the heSilth services areas 
if the Secretary of the Treasury finds that in each region, primarily upon the basis of 
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the previous years' expenditure for each kind 
of service. Again, the Board will gradually 
attempt to a.ohieve the equalization of serv­
ices within ea.ch region by restraining the 
increase of expenditures in high cost areas 
and channeling funds into health service 
areas 'wi·th a low level o.f expenditures. 

(Section 67.) Before or during a fiscal year, 
the division of regional funds by classes of 
service or the allotments to hea.lth service 
areas may be modified if necessary or if in­
dicated by newly acquired information. 

(Section 68) By the time Health Security 
benefits become available, the Government 
wm be operating on a fiscal year beginning 
on October 1, instead of July 1 as at present. 
This section accordingly allows the Board to 
make the initial determinations and alloca­
tions under this part either for the three­
month period from the effective date of 
benefits on July 1 until the beginning of 
the next fiscal year or for the fifteen-month 
period which includes the next fiscal year. 
PART E-PAYMENT TO PROVIDERS OF SERVICES 

(Section 81.) Payments for covered serv­
ices provided to eligible persons by par­
ticipating providers wm be made from the 
Health Services Account in the Trust Fund. 

(Section 82.) This section delineates 
methods of paying professional practitioners. 
Every independent practitioner (physician, 
dentist, podiatrist, or optometrist) shall be 
e n titled to be paid by the fee-for-service 
method (subsection (a)), the amounts paid 
being in accordance with relative value 
scales prescribed after consultation with the 
professions (subsection (g)). Each physician 
engaged in general or family practice of 
medicine in independent practice may elect 
to be paid by the capitation method if he 
agrees to furnish individuals enrolled on his 
list with all necessary and appropriate pri­
mary services," make arrangements for re­
ferral of patients to specialists or institu­
tions when necessary, and maintain records 
required for medical audit; and independent 
dentist practitioners may elect the capita­
tion method of payment similarly (subsec­
tion (b)). 

These requirements in connection with 
capitation payments are intended to assure 
that the physician (or dentist) provides to 
his patients all professional services within 
the range of his undertaking and secures 
other needed services by referral. Through 
regular medical audits, the Board will mon­
itor the level and quality of care provided. 

When necessary to assure the availability 
of services in a given area, subsection (c) 
permits paying an independent practitioner a 
full-time or part-time stipend in lieu of or 
as a supplement to other methods of com­
pensation. This method of payment will be 
used selectively by the Board, mainly to en­
courage the location of practitioners in re­
mote or deprived areas. Practitioners may 
also be reimbursed for the special costs of 
continuing education required by the Board 
and for maintaining linkages with other pro­
viders-for example, communication costs. 
Incentives operative under this provision wlll 
encourage physicians to improve the quality 
and continuity of patient care, even if the 
physician does not participate in a group 
practice. The Board may pay for specialized 
medical services on a per session or per case 
basis, or may use a combination of methods 
authorized by this section. 

Subsection (d) defines the capitation 
method of payment. 

Subsections (e), (f), (g). These subsec­
tions describe the method to be used in ap­
plying, as between practitioners electing the 
various methods of payments, the monies 
available in each health service area for pay­
ment to each category of professional pro­
viders. From the amount allocated to each 
service area, the Board wlll earmark funds 
sufficient to pay practitioners receiving sti­
pends and for the professional services com-
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ponent of institutional budgets, such as hos­
pitals. The remainder of the money will be 
divided to compute the per capita amount 
available for each category of service (i.e., 
physicians, dentists, podiatrists, optome­
trists) to the residents of the area. This per 
capita amount in each category will fix the 
capitation payments to organizations that 
undertake to provide the full range of serv­
ices in that category to. enrolled individuals. 
Lesser amounts will be fixed for more limited 
services. For example, if the per capita 
amounts available for physician and dental 
services are $65 and $25, respectively, primary 
physicians accepting capitation payments 
will receive the percentage of that $65 which 
is allocated for primary services, a medical 
society-sponsored individual practice asso­
ciation would receive the entire $65 for phy­
sician services, dentists furnishing all cov­
ered services would receive the $25 allocated 
for dental services, and organizations which 
undertake to provide all physician and dental 
services to enrolled individuals will receive 
$90 for each enrolled individual. 

The budget per capita amount for each 
type of covered service (physician, dental, 
etc.) will be divided between the categories 
of providers of service according to the num­
ber of individuals who elect to receive care 
from those providers. For example, in a city 
of 100,000 people, 25,000 may enroll in a 
group practice organization. Using the figures 
cited in the example above, the Board wlll 
pay the group practice organization $1,625,-
000 ($65 X 25,000) for physician services. The 
other 75,000 individuals elect to receive their 
physician services from solo, fee-for-service 
practitioners. The Board will create a fund 
of $4,875,000 ($65 X 75,000) to pay all fee­
for-service bills submitted by physicians in 
that community, in accordance with relative 
value scales and unit values fixed by the 
Board. The fund for fee payments wlll be 
augmented to the extent that some capita­
tion payments have been lowered because 
they cover only primary services, and may 
be augmented further where a substantial 
volume of services is furnished, on a fee 
basis, to non-residents of the area. 

Subsection (h) authorizes the Board to 
experim~nt with other methods of reimburse­
ment so .long as the experimental method 
does not increase the cost of service or lead 
to overutllization or underut111zation of 
services. 

(Section 83.) Hospitals wlll be paid on the 
basis of a predetermined annual budget cov­
ering their approved costs. To facllitate re­
view of these budgets, the Board will insti­
tute a national uniform accounting system. 
Subsection (b) stipulates that the costs rec­
ognized for purposes of the budget wm be 
those incurred in furnishing the normal 
services of the institution except as changed 
by agreement, or by order of the Board under 
section 134. This will enable the Board, on 
the basis of State and local planning, to 
eliminate, gradually, wasteful or duplicative 
services, and also to provide for an orderly 
expansion of hospital services where needed. 

Physicians and other professional practi­
tioners whose services are held out as avail­
able to patients generally (such as patholo­
gists and radiologists) will be compensated 
through the institutional budget, whatever 
the method of compensation of such practi­
tioners and whether or not they are em­
ployees of the hospital. This departs from 
the practice in Medicare which allows inde­
pendent bllling by such physicians. The in­
stitution's budget may also be increased to 
reflect the cost of owning or operating an 
affiliated sk1lled nursing home, or home 
health service agency. Hospital budgets will 
be reviewed by the Board, locally or region­
any, which may permit participation by rep­
resentatives of the hospitals In each region. 
Budgets may be modified before, during, or 
after the fiscal year if changes occur which 
make modification necessary. 

(Section 84.) If an entire psychiatric hos­
pital is found by- the Board to be providing 
active treatment to its patients, and the in­
stitution is therefore primarily engaged in 
providing covered services to eligible bene­
ficiaries, it will be paid on the same basis as 
a general hospital (on the basis of an ap­
proved annual budget). Otherwise the Board 
will negotiate a patient-day rate to be paid 
for each day of covered service provided to 
an eligible beneficiary. 

(Section 85.) This section provides that 
skilled nursing homes and home health agen­
cies will be paid in the same manner as a 
general hospital (on an approved annual 
budget basis). The Board may specify use 
of nationally uniform systems of accounting 
and may prescribe by regulation the items to 
be used in determining approved costs and 
the services which will be recognized in 
budgets. 

(Section 86.) Reimbursement for drugs 
will be made to the dispensing agent on the 
basis of an official "product price" for each 
drug on the approved list, plus a dispensing 
fee in the case of an independent pharma­
cist. The official product price will be set at 
a level which will encourage the pharmacy to 
purchase substantial quantities of the drug 
(this should result in significant reductions 
in the unit cost of each drug). The official 
price may be modified regionally to reflect 
differences in cost of acquiring drugs. The 
Board will establish dispensing fee schedules 
for reimbursing independent pharmacies. 
These schedules will take into account re­
gional differences in costs of operation, dif­
ferences in volume, level of services provided 
and other factors. 

(Section 87.) Subsections (a) and (b) 
provide that a group practice organization 
or individual practice association will be paid 
a base capitation rate multiplied by the 
number of elgible enrollees. The amount of 
the capitation rate will be determined by 
the per capita amounts available for the 
several professional services in the area, and 
a rate fixed by the Board as the average rea­
sonable and necessary cost per enrollee for 
other covered services. 

Subsection (c) fixes capitation amounts for 
institutional services based on per diem rates 
derived from the budgets of participating in­
stitutional providers or institutions with 
which the organization or association may 
have a contractual "S.greement. The organiza­
tion or association will be entitled to share 
in up to 75 % of any savings which are 
achievd by lesser utilization of institutional 
services by its enrollees. Entitlement to such 
savings is conditional upon a finding by the 
Board that the services of the organization 
or association have been of high quality and 
adequate to the needs of its enrollees, and 
that the average utlllzation of hospital or 
skllled nursing services by the enrollees of the 
organization or association is less than the 
use of such services by comparable popula­
tion groups not so enrolled but under other­
wise comparable circumstances. This money 
may be used by the organization or associa­
tion for any of its purposes, including the 
provision of services which are not covered 
under the Health Security program. 

Subsection (e) directs the Board to allow 
organizations and associations to reinsure 
with the Board against catastrophic costs In­
curred on behalf of any one enrollee, against 
some or all of the costs of institutional acre 
which It contracts out, and against some or 
all of the costs of out-of-area services. 

Subsection (f) permits the Board to make 
an additional payment to group practice or­
ganization for the cost of clinical education 
or training provided by the organization. 

(Section 88.) Subsection (a) provides that 
an organization or agencies with which the 
Board has entered into an agreement under 
section 49 (such a.s a neighborhood. health 
center, a non-profit mental health center, 
or loc'al public health agency furnishing pre-
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ventive or diagnostic services) may be paid 
by any method agreed upon other than fee­
for-service. 

Subsection (b) provides that independent 
pathology or radiology services may be paid 
on the basis of an approved budget or such 
other methods as may be specified in regula­
tions. 

Subsection (c) leaves the method of pay­
ment for other types of supporting services 
to be specified in regulations. 

(Section 89.) This section provides that 
the Board will reduce payments to institu­
tional providers in accordance with findings 
by the Secretary that a facility or any p art 
of a facility has not been built in compli­
ance with the area health plan. 

(Section 90.) All participating providers 
will be paid from the Health Services Ac­
count in the Trust Fund at such time or 
times as the Board finds appropriate (but 
not less often than monthly). The Board 
may make advance payment to supply pro­
viders with working funds when it deems 
advisable. 

PART F-DEVELOPMENT FUND 

SUBPART 1-PLANNING: FUNDS TO IMPROVE 

' SERVICES AND TO ALLEVIATE SHORTAGES OF 
FACILITIES AND PERSONNEL 

(Section 101.) This section sets forth the 
general purposes of subpart 1 of Part F. The 
subpart enables the Board, through selec­
tive financial assistance, to stimulate and 
assist in the development of comprehensive 
services, the education and training of health 
personnel who are in especially short supply, 
and the betterment of the organization and 
efficiency of the health delivery system. In 
carrying out these functions, the Board is to 
be guided by the planning with respect to 
health facil1ties and the organization of 
services which will be conducted under the 
recently enacted title XV of the Public 
Health Services Act, when and as the new 
processes become operative. In the meantime 
it will be guided by such planning as is con­
ducted by the Secretary under section 102. 
With respect to the supply and distribution 
of health personnel, the Board will also rely 
on planning conducted by the Secretary. 

(Section 102.) Subsection (a) directs the 
Secretary, in effect, to fill in the gap in 
facmty and services planning until the 
new processes can begin to produce results, 
addressing himself immediately to the most 
acute shortages and maldistribution of 
facilities and the most serious deficiencies in 
organization. He is directed to consult with, 
and utilize the experience and recommenda­
tions of, both existing State and local health 
planning agencies and the new agencies 
as they emerge. 

Subsection (b) places on the Secretary a 
continuing duty to plan for improvement of 
the supply and distribution of health pe·r­
sonnel, and to do this in consultation both 
with the health planning agencies and with 
appropriate professional organizations. 

Thus, the bill takes advantage of the new 
legislaMon strengthening State planning 
agencies, focusing in them eventally the 
responsibility, visualized in the "Partner­
ship-for-Health" legislation but in many 
States not realized as an operating reality, 
for pulling together all health planning 
efforts within their territories. Recognizing, 
however, that it will take time to make the 
new arrangements effective, the bUl charges 
the Secretary with bringing all available ex­
perience and skills to bear on the immediate 
need to identify the most pressing require­
ments in preparation for the availability of 
Health Security benefits. These tasks will not 
be easy, but they are lent new urgency by the 
Health Security Program. 

(Section 103.) In administering subpart 1, 
this section stipulates, the Board will give 
priority to improving comprehensive health 
services for ambulatory patients through the 
development or expansion of group practice 

organizations and community health cen­
ters, and primary care centers (where full 
service organizations are impractical), the 
recruitment and training of personnel, and 
the strengthening of coordination among 
providers of services. Funds will not be used 
to replace other Federal financial assistance, 
and may supplement other assistance only 
to meet specific needs of the Health Security 
program. Other Federal assistance programs 
are to be administered wh en possible to fur­
ther the objectives of Part F, and the Board 
may provide loans or interest subsidies to 
help the beneficiaries of other progra-ms to 
meet the requirements for non-Federal 
funds. 

(Section 104.) Help of several kinds will be 
available under this section for the creation 
or the enlargement of group practice orga­
nizations to serve an enrolled population on 
a capitation basis, agencies such as neighbor­
hood health centers which need not require 
enrollment in advance, primary care centers, 
or organizations furnishing comprehensive 
dental services. Grants may be made to any 
public or other non-profit organization 
(which need not be a health organization) 
to help meet the cost, other than construc­
tion cost, of establishing such organizations, 
and to existing organizations to help meet 
the cost of expansion: the maximum grants 
being, in the former case 90 percent of the 
cost, in the latter 80 percent. The Board may 
also provide technical assistance tor these 
purposes. Loans may be made for the cost of 
necessary construction, subject to the same 
90 and 80 percent limitations on amount. 
Finally, start-up costs of operation of these 
organizations may be underwritten, for five 
years in the case of organizations which 
must build up an enrollment to assure oper­
ating income, and in other cases until the 
Health Security program begins payment for 
services in the first year of entitlement to 
benefits. The effect of these several provisions 
is to reduce sharply, if not eliminate, the 
financial obstacles which have heretofore 
impeded the growth of group practice and 
similar organizations. 

(Section 105.) This section contatns a 
series of provisions to assist in the recruit­
ment, education, and training of heath per­
sonnel. The Board will establish priorities 
to meet the most urgent needs of the Health 
Security system, but the priorities will be 
flexible both as between different regions 
and from time to time. Professional practi­
tioners will be recruited for service in short­
age areas, both urban and rural, and in 
group practice organizations, and such prac­
titioners may be given income guarantees. 
Other Federal assistance for health educa­
tion and training will be availed of, but the 
Board may supplement the other assistance 
if the Board believes it inadequate to the 
needs, until Congress has had opportunity 
to review its adequacy. The training author­
ized ilncludes retraining. It also includes the 
development of new kinds of health person­
nel to assist in furnishing comprehensive 
services, and the training of area residents to 
participate in personal health education and 
to serve liaison functions and serve as rep­
resentatives of the community in dealing 
with health organizations. Grants may be 
made to test the utility of such personnel, 
and to assist in their employment before the 
effective date of health benefits. Education 
and training are to be carried out through 
contracts with appropriate institutions and 
agenciJ.es, and suitable stipends to students 
and trainees are authorized. Physicians will 
be recruited and trained to serve as hospital 
medical directors. Finally, special assistance 
may be given, both to 1n1il.tutions and to 
students, to meet the additional cost of 
training persons disadvantaged by poverty, 
membership in minority groups, or other 
cause. 

(Section 106.) This section authorizes 
special improvement grants: first, to any 

public or other nonprofit health agency 
or institution to establish improved coordi­
nation and linkages with other providers 
of services; and, second, to the organiza­
tions described in section 104 to improve 
their utilization review, budget, statistical, 
or records and ilnformation retrieval sys­
tems, to acquire equipment needed for those 
purposes, or to acquire equipment useful 
for mass screening or for other diagnostic 
or therapeutic purposes. 

(Section 107.) This section provides that 
loans under part F are to bear 3 percent in­
terest and to be repayable in not more than 
20 years. Other terms and conditions are 
discretionary with the Board, except for re­
quired compliance with the Davis-Bacon Act. 
Repayment of loans made from general ap­
propriations will go to the general fund of 
the Treasury; repayment of later loans will 
revert to the Health Resources Development 
Account in the Trust Fund. 

(Section 108.) This section specifies tha1i 
payments under part F shall be in addition 
to, and not in lieu of, payments to providers 
under part E. 

SUBPART 2-PROGRAMS OF PERSONAL CARE 

SERVICES 

(Section 11 1. ) The purpose of this subpart 
is stated in this section, to encourage and 
assist in the development of community pro­
grams of maintaining in their own homes, by 
means of comprehensive health and personal 
care services, disabled or chronically ill per­
sons who otherwise require or are likely to 
require institutional care. It is intended that 
a grant be made in any community that can 
develop a satisfactory program and such 
non-Federal financing as the Board finds 
appropriate. 

(Section 112.) This section authorizes 
grants to public or nonprofit agencies for this 
purpose, each program being designed to 
serve a substantial u·rban or rural population. 
Grants may be made for up to four years, 
and shall be irrevocable except for cause. 

(Section 113.) The services to be provided 
include, in addition to covered health serv­
ices, combinations of personal care services 
(such as homemaker and home maintenance 
services, laundry, meals-on-wheels and other 
dietary services, help with transportation and 
shopping, and other appropriate services). 
Different services may be provided in different 
programs. Full coordination with existing 
community health or personal care programs 
is required. Committees are to be established, 
consisting of professionals and representa­
tives of users of the services, to screen appli­
cations for a~sistance and monitor utiliza­
tion. 

(Section 114.) Grantees must evaluate 
their programs with respect both to benefits 
to users of the services and to the fiscal 

· impact on the Health Security system. The 
Board is also to evaluate each program and 
summarize its conclusions in its annual re­
ports to Congress. 

(Section 115.) Within three years the 
Board is to make a comprehensive report to 
Congress on this program with an evalua­
tion of its operation. The Board is to sub­
mit also its r ecommendations of methods of 
developing, as widely and rapidly as prac­
ticable, personal care services where they 
are then lacking, with a view to making such 
services generally available throughout the 
United States; its recommendations with re­
spect to the continuing financial support of 
such programs; and its recommendations on 
the proper role of the Health Security pro­
gram in providing long-term institutional 
care and in providing personal care services 
in lieu thereof. 

SUBPART 3-AVAILABILITY OF FUNDS 

(Section 120.) For the two-year "tooling­
up" period, appropriations of $200 and $400 
million are authorized for financial assist­
ance. Beginning with the effective date of 
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health benefits, percentages of the Trust 
Fund expenditures will be earmarked for 
such assistance (section 63). From that date 
on, the leverage of these expending funds 
will supplement and reinforce the incen­
tives, which are built into the normal opera­
tion of the Health Security program, for im­
provement of the organization and method 
of delivery of health services. 

PART G-ADMINISTRATION 

This part of the bill creates an admin­
istrative structure within the Department 
of Health, Education and Welfare with re­
sponsibility for administration of the Health 
Security program. Program policy will be 
made by a five-member Board, under the 
supervision of the Secretary of HEW. The 
Board will be assisted by a National Health 
Security Advisory Council which will rec­
ommend policy and evaluate operation of 
the program, and an Executive Director who 
will serve as Secretary to the Board and 
chief administrative officer for the program. 
Administration of the program will be great­
ly decentralized among the HEW Regional 
Offices. Regional and local health services ad­
visory councils will advise on all aspects of 
the program in their regions and local areas. 
The Board may also appoint such profes­
sional or technical committees as it may 
deem necessary. 

(Section 121.) This section establishes a 
five-member full-time Health Security Board 
serving under the Secretary of Health, Edu­
cation, and Welfare. Board members wlll be 
appointed by the President with the advice 
and consent of the Senate, for five-year over­
lapping terms. Not more than three of the 
five appointees may be members of the same 
political party. A member who has served 
two consecutive terms wlll not be eligible for 
reappointment until two years after the ex­
piration of his second term. One member of 
the Board shall serve as chairman at the 
pleasure of the President. 

(Section 122.) This section charges the 
Secretary of HEW and the Board with re­
sponsibility for performing the duties im­
posed by this title. The Board shall issue 
regulations with the approval of the Secre­
tary. It is required to engage in the con­
tinuous study of operation of the Health 
Security program; and, with the approval of 
the Secretary, to make recommend,ations on 
legislation and matters of administrative 
policy, and to report to the Congress an­
nually on administration and operations of 
the program. The report will include an eval­
uation of adequacy and quality of services, 
costs of services and the effectiveness of 
measures to restrain the costs. The Secre­
tary of HEW is instructed to coordinate the 
administration of other health-related pro­
grams under his jurisdiction with the ad­
ministration of Health Security, and to in­
clude in his annual report to the Congress 
a report on his discharge of this respon­
sib111ty. 

The Civil Service Commission is instructed 
to :rp.ake every effort to fac111tate recruitment 
and employment, to work in the Health Se­
curity Administration, of persons experi­
enced in private health insurance adminis­
tration and other pertinent fields. 

Subsection (g) authorizes the Board to 
establish fifty positions, carrying salaries in 
the GS-16 to GS-18 range, in the professional, 
scientific, and executive service, to meet the 
need for highly qualified personnel both in 
research and development activities and in 
administration. It is expected that about half 
of these positions would be used for high­
level administrative assignments, and the 
other half for the most responsible profes­
sional and scientific work of the Board. 

(Section 123.) This section creates the po­
sition of an Executive Director, appointed by 
the Board with the approval of the Secretary. 
The Executive Director will serve as secretary 
to the Board and shall pedorm such duties 

in administration of the program as the 
Board assigns to him. The Board is author­
ized to delegate to the Executive Director or 
other employees of HEW any of its functions 
or duties except the issuance of regula-tions 
and the determination of the availabllity of 
funds and their allocations to the regions. 

(Section 124.) This section p,rovides that 
the program will be administered through 
the regional offices of the Health Security 
Board. It also directs the Board to establish 
local health service areas which shall beth~ 
same as the health service areas under the 
new title XV of the Public Health Service Act, 
except that with the approval of the Se<:re­
tary the Bv ... rd may divide such an area into 
two or more areas for the purposes of the 
health security program. These areas are to 
serve as local administrative units, with a 
local office in each, and perhaps suboffices. 
One of the responsibilities of these offices will 
be to investigate complaints about the ad­
ministration of the program. 

(Section 125.) Subsection (a) establishes 
a National Health Security Advisory Council, 
with the Chairman of the Board serving as 
the Council's Chairman and 20 additional 
members not in the employ of the Federal 
Government. A majority of the appointed 
members will be consumers who are not 
engaged in providing and have no financial 
interest in the provision of health services. 
Members of the Council representing pro­
viders of care will be persons who are out­
standing in fields related to medical, hos­
pital or other health activities or who are 
representatives of organizations or profes­
sional associations. Members will be ap­
pointed to four-year over-lapping terms by 
the Secretary upon recommendation by the 
Board. 

Subsection (b) authorizes the Advisory 
Council to appoint professional or technical 
committees to assist in its functions. The 
Board will make available to the Council all 
necessary secretarial and clerical assistance. 
The Council will meet as frequently as the 
Board deems necessary, or whenever re­
quested by seven or more members, but not 
less than four times each year. 

Subsection (c) provides that the Advisory 
Council will advise the Board on matters of 
general policy in the administration of the 
program, the formulation of regulations and 
the allocation of funds for services. The 
Council is charged with responsib111ty for 
studying the operation of the program, and 
utilization of services under it, with a view 
to recommending changes in administration 
or in statutory provisions. They are to report 
annually to the Board on the performance 
of their functions. The Board, through the 
Secretary, will transmit the Council's report 
to the Congress together with a report by the 
Board on any administrative recommenda­
tions of the Council which have not been 
followed, and a report by the Secretary of 
his views with respect to any legislative rec­
ommendations of the Council. 

(Section 126.) To further provide for par­
ticipation of the community, the Board will 
appoint an advisory council for each region 
and local area. Each such Council would 
have a composition parallel to that of the 
National Council; and each will have the 
function of advising the regional or local 
representative of the Board on all matters 
directly relating to the administration of 
the program. 

(Section 127.) The Board is authorized to 
appoint standing committees to advise on 
the professional and technical aspects of ad­
min istration with respect to services, pay­
ments, evaluations, etc. These committees 
will consist of experts drawn from the health 
professions, medical schools or other health 
educational institutions, providers of serv­
ices, etc. The Board is also authorized to ap­
point temporary committees to advise on 
special problems. The committees will re-

port to the Board, and copies of their reports 
are to be made available to the National 
Advisory Council. 

(Section 128.) Subsection (a) requires the 
Board to consult with appropriate State 
health and other agencies to assure the co­
ordination of the Health Security program 
with State and local activities in the fields 
of environmental health, licensure and in­
spection, health education, etc. 

Subsection · (b) requires the Board, when­
ever possible, to contract with States to sur­
vey and certify providers (other than pro­
fessional practitioners) for participation in 
the program. This is similar to Medicare 
except that the Board is given authority to 
establish the qualifications required of per­
sons making the inspections. 

Subsection (c) authorizes the Board to 
contract with State agencies to undertake 
health education activities, supervision of 
utilization review programs, and programs to 
improve the quality and coordination of 
available services in that State. 

Subsection (d) requires the Board to re­
imburse States for the reasonable cost of 
performing such contract activities and au­
thorizes the Board to pay all or part of the 
cost of training S'tate inspectors to meet the 
qualifications established by the Board. 

Subsection (e) directs the Board to make 
inspections if a State is unable or unwilling 
to do so. 

Subsection (f) calls for the publication of 
the results of the inspections. 

(Section 129.) The Board is authorized to 
provide technical assistance either directly 
or through contract with a State to skilled 
nursing home and home health service agen­
cies to supplement the skills of their perma­
nent staff in regard to social services, die­
tetics, etc. 

(Section 130.) Subsection (a) charges the 
Board with responsibi11ty for informing the 
public and providers about the administra­
tion and operation of the Health Security 
program. This will include informing the 
public about entitlement to benefits and the 
nature, scope, and availability of services. 
Providers would be informed of the condi­
tions of participation, methods and amounts 
of compensation, and administrative poli­
cies. In support of the program's effort to 
improve drug therapy, the Board is author­
ized with the approval of the Secretary, to 
furnish all professional practitioners with 
information concerning the safety and effi­
cacy of drugs appearing on either of the ap­
proved lists (Section 25), indications for their 
use and contraindications. Information of 
this nature is not now always available to 
practitioners. 

Subsection (b) requires the Board to make 
a continuing study and evaluation of the 
program, including adequacy, quality and 
costs of services. Subsection (c) authorizes 
the Board directly or by contract to make 
detailed statistical and other studies on a 
national, regional, or local basis of any aspect 
of the title, to develop and test incentive 
systems for improving quality of care, meth­
ods of peer review of drug utilization and of 
other service performances, systems of infor­
mation retrieval, budget programs, instru­
mentation for multiphasic screening of pa­
tient services, reimbursement systems for 
drugs, and other studies which it considers 
would improve the quality of services or 
administration of the program. 

Subsection (d) authorizes the Board to 
enter into agreements with providers to ex­
periment with alternative methods of reim­
bursement which offer promises of improving 
the coordination of services, their quality 
or accessibtlity. · 

(Section 131.) Severe discrepancies exist 
today between the national need for various 
kinds of health manpowe.r and the avail. 
ability of clinical facilities to train such per­
sonnel. Certain specialties (such as surgery), 
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in which there is a surplus of manpower, 
monopolize clinical training facilities to the 
disadvantage of specialties in short supply 
(such as primary or family practice), thus 
perpetuating the imbalance between supply 
and demand. This section gives the Board 
authority to bring the availability of clinical 
training facilities into balance with national 
or regional manpower needs. by issuing train­
ing priorities for institutional providers par­
ticipating in the program. 

(Section 132.) This section grants author­
ity to the Board, in accordance with regu­
lations, to make determinations of who are 
participating providers of service, determina­
tions of eligibility, of whether services are 
covered, and the amount to be paid to pro­
viders. The Board is granted authority to 
terminate participation of a provider who 
is not in compliance with qualifying require­
ments, agreemer:ts, or regulations. But un­
less the safety of eligibile individuals is en­
dangered, the provider shall be entitled to 
a hearing before the termination becomes 
effective. 

(Section 133.) This section establishes pro­
cedures for hearings and for judicial review, 
similar to those under the Social Security 
Act. · 

(Section 134.) This section has one of the 
bill's most important provisions with respect 
to achieving improvement in coordination 
availability, and qualtty of services. It greatly 
strengthens state and local planning agencies 
and gives the Board authority to curtail 
inefficient administration of participating 
institutional providers. 

The Board is authorized to issue a direc­
tion to any participating provider (other 
than an individual professional practitioner) 
that, as a condition of participation, the 
provider add or discontinue one or more 
covered services. For example, if two com­
munity hospitals are operating maternity 
wards at low occupancy rates, the Board may 
require that one hospital cease to provide 
such service. A provider may be required to 
provide services in a new location, enter into 
arrangements for the transfer of patients 
and medical records, or establish such other 
coordination or linkages of covered services 
as the Board finds appropriate. 

In addition, if the Board finds that services 
furnished by a provider are not necessary to 
the availability of adequate services under 
this title and that their continuance is unrea­
sonably costly, or that the services are fur­
nished inefficiently (and that efforts to cor­
rect such inefficiency have proved unavailing) 
the Board may terminate participation of the 
provider. 

No direction shall be issued under this sec­
tion except upon the recommendation of, or 
after consultation with, the appropriate state 
health planning agency. And no direction 
shall be issued under this section unless the 
Board finds that it can be practicably car­
ried out by the provider to whom it is ad­
dressed. The Board is required to give due 
not ice and to establish and observe appro­
priate procedures for hearings and appeals, 
and judicial review is provided. 

PART H-QUALITY OF CARE 

This part authorizes the Board, and charges 
it with the duty, to maintain and enhance 
the quality of care furnished under the Act. 
Section 141(a) sets forth this authority and 
this duty. to be discharged with the advice 
and assistance' of, and in close collaboration 
wi'th, the Commission on the Quality of 
Health Care created by an amendment of the 
Public Health Service Act contained in title 
III of the present bill. Regulations under the 
part are to be issued before health security 
benefits become effective, and thereafter to 
be upgraded as rapidly as is practicable. Sub­
section (b) states as the objective the highest 
quality of care attainable throughout the na­
tion, with exceptions to quality requirements 

only when, and as long as, they are necessary 
to avoid acute shortages of services. Subsec­
tion (c) calls for collaboration with the Com­
mission, and stipulates that any failure to 
follow its recommendations shall be sub­
mitted to the Secretary and that, unless he 
directs the Board to adopt the recommended 
regulations, the reasons for not doing so must 
be published by the Board. 

(Section 142). The Board is to issue regula­
tions requiring continuing professional edu­
cation for physicians, dentists, optometrists, 
podiatrists. Reports of compliance with the 
regulations will be required and, after warn­
ing, practitioners may be disciplined for fail­
ure to comply. 

(Section 143). Subsection (a) provides that 
major surgery, and other procedures specified 
in regulations, are not covered services un­
less they are performed by a specialist, and 
(except in emergencies) are, to the extent 
prescribed in regulations, performed on re­
ferral by a physician engaged in general prac­
tice. Specialists, according to subsection (b) 
are those certified by the appropriate na­
tional specialty boards, with a five-year pe­
riod allowed board-eligible physicians to ob­
tain certification, and with a "grandfather" 
exception for certain physicians practicing 
when health security benefits go into effect. 

Subsection (c) authorizes the Board to 
require, except in acute emergencies, con­
sultation with an appropriate specialist, as 
a prerequisite to specified surgical proce­
dures; in such cases subsection (d) enables 
the Board to require pathology reports and 
clinical abstracts or discharge reports. 

(Section 144.) Subsection (a) requires 
that practitioners furnishing services on be· 
half of institutional or other providers meet 
the same qualifications that are demanded 
of independent practitioners. Subsection 
(b) authorizes the Board to make additional 
requirements, in the interest of the quality 
care and of safety of patients, for all pro­
viders other than professional practitioners. 
This is like the authority given the Secre­
tary under the Medicare law, but with the 
notable difference that standards of the 
Joint Commission on the Accreditation of 
Hospitals constitute a minimum for Board 
requirements, rather than a maximum as 
under Medicare. Exceptions are permitted 
only, as stated in section 141, to avoid acute 
shortages of. services. 

(Section 145.) Although the provisions 
relating to professional standard review or­
ganizations, recently added to the Social 
Security Act, are repealed by section 405 of 
the present bill, the Board is authorized, 
on recommendation of the Commission on 
the Quality of Health Care, to use organiza­
tions previously designated by the Secre­
tary for the purposes of monitoring the 
quality of services, either institutional or 
noninstitutional. The Board may also use 
for this purpose similar organizations ap­
proved by it in the future. 

(Section 146.) In exe.rcising its author­
ity under part H the Board is directed 
to take into account the findings of the 
Secretary's Commission on Medical Mal­
practice, and to seek to reduce the in­
cidence of malpractice and to improve the 
availability of malpractice insurance. 

PART I-MISCELLANEOUS PROVISIONS 

(Section 161.) This section contains def­
initions of certain terms used in the title. 
, (Section 162.) This section creates the of­
fices of Deputy Secretary of Health, Educa­
tion and Welfare and an Under Secretary for 
Health and Science in the Department of 
Health, Education and Welfare, and abolishes 
the office of Under Secretary of Health, Edu­
cation and Welfare. 

(Section 163.) This section stipulates that 
the effective date for entitlement for bene­
fits will be July 1, of the second calendar 
year following enactment. 

(Section 164.) Subsection (a) provides 

that an employer will not be relieved, by the 
enactment of the Health Security Act, of any 
existing contractual or other nonstatutory 
obligation to provide or pay for health serv­
ices to his present or former employees and 
their families. An employer whose cost under 
such a contract, immediately before health 
security taxes go into effect, exceeds the cost 
to him of paying these taxes is required by 
subsection (b) to apply the excess, during 
the remaining life of the contract, first to the 
payment of health security taxes on behalf of 
his employees. If an excess still remains after 
meeting this obligation, and after an allow­
ance for the cost of any continuing obliga­
tion to pay for health services not covered by 
Health Security, subsection (c) requires the 
employer to pay the amount of this remain­
ing excess to those employees, former em­
ployees, and survivors who are beneficiaries 
of the pre-existing contract; but by agree­
ment with the employees or their repre­
sentatives, these funds may be applied to 
other employee benefits. Computations of the 
amounts involved are to be made on a per 
capita basis, as defined in subsection (d). 

TITLE II-HEALTH SECURITY TAXES 

Part A-Employment taxes 
(Section 201.) Effective on January 1 of 

the second year after enactment, subsections 
(a) and (b) convert the existing Medicare 
hospital insurance payroll taxes into Health 
Security taxes and raise the rates to 1 per­
cent on employees and 3.5 percent on em­
ployers. Subsection (c) sets the wage base 
for the employment tax at 150 percent of the 
Social Security wage base (or a tax base at 
present of $21,150 in conformity with the 
recent automatic increase of the Social Se­
curity tax base). This subsection also defines 
covered employment to include all substantial 
groups now excluded from social security 
tax coverage, except that State and local 
governments are excluded from the tax on 
employers. 

(Section 202.) This section makes a num­
ber of conforming and technical amend­
ments. Chief among these are provision for 
refund of excess taxes collected from an 
employee, who has held two or more jobs, 
on wages aggregating in a year more than 
the amount of the new' wage base; exclusion 
of Health Security contributions from agree­
ments with State governments for the social 
security coverage of State and Municipal em­
ployees (since these employees will contribute 
to Health Security through payroll taxes); 
and exclusion of Health Security contribu­
tions from agreements for the coverag& of 
United States citizens employed by foreign 
subsidiaries of United States corporations 
(since these employees will not benefit ma­
terially from Health Security in its present 
form). 

(Section 203.) This section excludes from 
the gross income of employees, for income tax 
purposes, payment by their employers of part 
or all of the Health Security taxes on the 
employees. 

(Section 204.) This section spells out the 
effective dates of the new payroll tax pro­
visions. 
Part B-Taxes on self-employment income 

and unearned income 
(Section 211.) Effective at the beginning 

of the second calendar year after enactment, 
this section converts the existing Medicare 
self-employment tax into a Health Security 
self-employment tax, sets the rate at 2.5 per­
cent, and sets the maximum taxable self­
employment income at $23,500 (with the 
same upward adjustment as in the employee 
tax for subsequent rises in average wage 
levels). 

(:Section 212.) Effective on the same date, 
this seotion adds a new 2 Y:z percent Health 
Security tax on unearned income (unless 
such income is less than $400 a year), sub­
ject to the same maximum on taxq.ble in-
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come as is applicable to the employee and 
self-employment taxes. Taxable unearned in­
come is adjusted gross income up to the 
stated maximum, minus wages and self­
employment income already taxed for Health 
Security purposes (excluding certain items 
of income (notably social security benefits) 
specifically excluded from the other taxes and 
excluding $5,000 in unearned income for 
persons over age 60.) 

(Section 213.) This section makes appro­
priate changes in nomenclature and in the 
requirements of tax returns, including re­
ports of estimated tax liability under the 
new tax on unearned income. 

(Section 214.) This section details the spe­
cific effective dates of the taxes imposed by 
this part. 
Part C-Income tax deductions for medical 

care 
(Section 221.) This section amends the 

Internal Revenue Code so that no medical 
deductions shall be allowed for the cost of 
medical care which is covered by the Health 
Security Act on or after the effective date 
of health security benefits. 
TITLE III-cOMMISSION ON THE QUALITY OF 

HEALTH CARE 

(Section 301.) The purpose of Title III is 
to create a Commission on the Quality of 
Health Care in order to improve health care 
in the United States. The Commission's 
function is: 

To develop methods of measuring health 
care; 

To develop standards for promoting health 
care of high quality; 

To encourage the use · of such measure­
ments and standards under the provisions 
of the Health Security Act. 

(Section 302.) This section adds to the 
Public Health Service Act a new Title XVII, 
entitled "Commission on the Quality of 
Health Care." 

(Section 1701, Public Health Service Act.) 
Subsection (a) establishes a Commission on 
the Quality of Health Care within the De­
partment of Health, Education and Welfare. 
The Commission will consist of eleven mem­
bers who are to be appointed by the Secre­
tary after consultation with the Health 
Security Board. The Commission is required 
to carry out the functions set forth under 
new sections 1702 and 1703. 

Subsection (b) describes the requirements 
for the membership of the Commission. 
Seven of the members appointed must be 
representatives of health service providers 
or representatives of non-governmental orga­
nizations that are engaged in the process of 
developing standards relating to the quality 
of health care. Four members must be rep­
resentatives of consumers who are not en­
gaged in and have no financial interest in 
the delivery of health care services. Commis­
sion members will be appointed to serve five 
year overlapping terms. Subsection (c) re­
c;uires the Secretary to designate the Chair­
man of the Commission, who serves at the 
pleasure of the Secretary. Subsection (d) 
authorizes the Commission to employ needed 
personnel and appoint advisory committees. 
It also stipulates the conditions of employ­
ment and rates and terms of compensation. 

(Section 1702, Public Health Service Act.) 
Subsection (a) defines the primary responsi­
bilities of the Commission. The Commission 
is directed to initiate and continuously de­
velop methods to assess the quality of health 
care delivered under the provisions of the 
Health Security Act; and to initiate and 
develop ways to use such assessments in 
order to maintain and improve the quality 
of health care delivered under the Act. The 
Commission is required to submit its findings 
and recommendations to the Secretary and 
the Health Security Board. 

Specifically, the Commission is required to: 
(1) collect data on a systematic and na-

tionwide basis that will provide information 
on the (A) qualifications of health personnel 
and the adequacy and ab111ty of health care 
factllties to provide quality health care; (B) 
the patterns of health care practices in actual 
episodes of care; (C) the ut111zation patterns 
for components of the health care system; 
and (D) the health of patients during and 
at the end of actual episodes of care and the 
relationship of the various factors outlined 
above to the health of such patients; 

(2) use the data it collects to develop 
statistical norms and ranges to describe the 
factors outlined in paragraph (1). Such 
norms and ranges may be developed on a 
national or regional basis, for particular pop­
ulation groups, or on any other basis deemed 
most useful by the Commission; 

( 3) use such statistical norms and ranges 
as a basis for developing standards (and ac­
ceptable deviation from such standards) that 
will be useful in measuring, controlling, and 
improving the quality of health care; and 

{4) make recommendations to the Sec­
retary and the Health Security Board on the 
proper use of standards developed under the 
provisions of paragraph ( 3) in connection 
with the Board's continuing responsibility 
for the maintenance and improvement of the 
quality of the health care delivered under 
the Health Security Act. Such recommenda­
tions may also be used by the Secretary or 
the Board when developing proposals to 
amend the Health Security Act. 

When carrying out its duties under the 
provisions of this subsection, the Commission 
is directed to give first priority to the quality 
of care delivered for those illnesses or condi­
tions which have high incidence of occur­
rence within the population and which are 
responsive to medical or other treatment. 

Subsection (b) requires the Commission 
to conduct a broad health care research pro­
gram. Specifically, the objectives of the pro­
gram are to: 

(1) improve technologies for assessing 
health care quality; 

(2) compare the quality of health care 
under alternative health delivery systems 
and methods of payment; 

(3) analyze the effects of consumer health 
education and preventive health services; 

(4) continue the studies made by the Sec­
retary's Commission on Medical Malpractice. 
In this respect, the Commission is also re­
quired to evaluate any of the recommenda­
tions of the Secretary's Commission whioh 
the Health Security Boa;rd has put into e·f­
fect or any other measures that the Board 
has established, which pertain to the inci­
dence of malpractice, malpractice insurance, 
or malpractice claims; 

(5) obtain other information that will be 
useful in order to accomplish the purposes 
of this new tiitle of the Public Health Service 
Act and title I, part H, of the Health Secu­
rity Act (concerning the maintenance and 
improvement of the quality of health care 
delivered under the Health Security Act). 

Subsection (c) authorizes the Commission 
to provide technical assistance to enable par­
ticipating providers to furnish the Board 
with information required by it for purposes 
of the Commission. The Commission is also 
authorized to provide technical assistance to 
participating providers who are developing 
and carrying out quality control programs. 

(Section 1703, Public Service Act.) This sec­
tion directs the Commission, even before it 
has developed standards under the preced­
ing provisions, to give advice recommenda­
tions to the Health Security Board concern­
ing quality health care regulations. 

(Section 1704, Public Health Service Act.) 
This section authorizes the secretary to es­
tablish twenty-five positions on the staff of 
the Commission, carrying salaries in the GS-
16 to GS-18 range, in the professional, scien­
tific, and executive service, to meet the need 
for highly qualified personnel in the research 

and development activities of the Commis­
sion. 
TITLE IV-REPEAL OR AMENDMENT OF OTHER ACTS 

(Section 401.) This section repeals the Med­
icare and Federal Employee Health Benefit 
statutes on the date Health Security Bene­
fits become effective, but stipulates that this 
shall not affect any right or obligation in­
curred prior to that date. 

(Section 402.) This section requires that 
after the effective date of benefits, no State 
shall be required to furnish any service cov­
ered under Health Security as a part of its 
State plan for participation under Medicaid, 
and that the Federal government will have no 
responsiblllty to reimburse any State for the 
cost of providing a service which is covered 
under Health Security. After the effective 
date of benefits, the Secretary of HEW shall 
prescribe by regulation the new minimum 
scope of services required as a condition of 
State participation under Title XIX. To the 
extent the Secretary finds practicable, the 
new minimum benefits wm be designed to 
supplement Health Security--especially with 
respect to sk1lled nursing home services, den­
tal services and the furnishing of drugs. 

(Section 403.) This section provides that 
funds available under the Vocational Re­
habllitation Act or the Maternal and Child 
Health title of the Social Security Act shall 
not be used to pay for personal health serv­
ices after the effective date of benefits, ex­
cept (to the extent prescribed in regulations 
by the Secretary of HEW) to pay for services 
which are more extensive than those covered 
under Health Security. 

(Section 404.) This section makes appli­
cable to Health Security the provisions re­
cently added to the Soci-al Security Act 
requiring reduction in reimbursement for 
care in facillties which have made substantial 
capital expenditures found by a State p·Ian­
ning agency to be inconsistent with standards 
developed pursuant to the Public Health 
Service Act. Because the provision wm con­
tinue to apply to the residual programs under 
titles V and XIX of the Social Security Act, 
the reductions wm continue to be determined 
by the Secretary and his determinations are 
mooe binding on the Board, as provided in 
section 89 of the bill. 

(Section 405.) This section repeals the 
provisions recently added to the Social Se­
curity Act relating to professional standards 
review organizations. Section 145 of the bill 
permits the use of such organizations already 
designated by the Secretary, and approval by 
the Board and use of similar orgj).nizations 
in the future. 

(Section 406.) Subsection (a) amends sec­
tion 1817 of the Social Security Act, creating 
the Federal Hospital Insurance Trust Fund, 
and transfers it to become section 61 of the 
Health Security Act under the title "Health 
Security Trust Fund". The effect of this 
transfer is summarized in the description of 
title I, part D, of the present bill. Subsection 
(b) extends to the Health Security system 
the provisions of section 201 (g) of th~ Social 
Security Act, authorizing annual Congres­
sional determination of amounts to be avail­
able from the respective tr'tlst funds for the 
administration of the several national sys­
tems of social insurance. Subsections (c) and 
(d) contain conforming and technical 
provisions. 

(Section 407.) This section makes a num­
ber of changes in title XV of the Public 
Health Service Act, which is the planning 
portion of the recently passed National 
Health Planning and Resources Development 
Act of 1974. Subsections (a) and (b) provide 
that the Secretary's guidelines on national 
health planning policy should be issued in 
twelve, rather than eighteen, months, and 
that they must emphasize the need for 
~rompt action to meet the demands of the 
health security program. Under subsection 
(c) the DHEW Under Secretary for health 
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and science replaces the Assistant Secretary 
on the National Council on Health Planning 
and Development, and the Chairman of the 
Health Security Board is added to the Coun­
cil. Subsection (d) strikes out a requirement 
of coordination with Professional Standards 
Review Organizations, in view of the repeal 
of the PSRO provisions of the Social Security 
Act. Review and approval or disapproval of 
Federal grants and contracts by health sys­
tems agencies (subject to final decision by 
the Secretary) is extended, by subsection (e), 
to include Health Security Board grants and 
contracts under Part F of title I. Finally, sec­
tion 1526 providing for grants for State dem­
onstrations in rate regulation is repealed, 
since the Health Security Board will be fix­
ing the amount of payments to participating 
providers of services. 

(Section 408). This section establishes the 
salary levels for the Deputy Secretary and 
the Under Secretary for Health and Science, 
Department of Health, Education, and Wel­
fare , the Chairman of the Health Security 
Board, members of the Health Security 
Board and members of the Commission on 
the Quality of Health Care, and the Execu­
tive Director of the Health Security Board. 

(Section 409.) This section removes the 
operations of the Health Security Trust 
Fund from the administrative budget of the 
United States, and directs that these opera;. 
tions be reported and projected in a sep­
arate statement, as was done with the So­
cial Security trust funds until recently. 
The Government contribution to the Health 
Security system will continue to be shown 
as an expenditure in the administrative 
budget. 
TITLE V-STUDIES RELATED TO HEALTH SECURITY 

(Section 501.) This section directs the Sec­
retary of Health, Education, and Welfare in 
consultation with the Secretary of State 
and the Secretary of. the Treasury tl9 study 
the coverage of health services fc;r United 
States residents in other countries. 

(Section 502.) Subsection (a) directs the 
Secretary of HEW to study means of coordi­
nating the federal health care programs for 
merchant seamen, and for Indians and 
Alaskan natives, with the Health Security 
benefits program. The Secretary and the Ad­
ministrator of Veterans' Affairs shall con­
duct a similar joint study of the means 
of coordinating veterans health care pro­
grams with the Health Security benefits 
program. A similar study is to be conducted 
jointly with the Secretary of Defense, relat­
ing to the program of care, in civilian fa­
cilities, of the dependents of military per­
sonnel. Reports to the Congress and any 
legislative recommendations arising from 
the studies are required within three years 
after the enactment of the Health Security 
Act. 

Subsection (b) requires the respective 
Secretaries and the Administrator to consult 
with representatives of the affected bene­
ficiary groups, and to include a summary of 
their views in the reports to Congress. 

With respect to the joint study to deter­
mine the most effective method of coordi­
nating the Veterans' Administration Health 
Program with the Health Security program 
established under this bill, it 1s important 
to understand that there is no intention to 
require either the integration of the VA 
program into the Health Security Program, 
or even the consideration of such integra­
tion. Rather, the section recognizes that any 
national health security or health insurance 
program would be so pervasive as to require 
other federal health programs such as those 
of the Veterans' Administration to be effec­
tively coordinated with them. Through such 
coordination, needless duplication and ex­
penditures should be avoided. 

(Section 503.) This section authorizes the 
appropriation of money needed for con­
ducting the studies authorized in this title, 

and the use of experts and consultants and 
advisory committees, and of contracts for 
the collection of information or the conduct 
of research. 

PER DIEM AND MILEAGE ALLOW­
ANCE LEGISLATION 

(Mr. BROOKS asked and was gtven 
permission to extend his remarks at this 
point in the RECORD and to include extra­
neous matter.) 

Mr. BROOKS. Mr. Speaker, during the 
93d Congress, both the House and the 
Senate passed legislation to increase the 
per diem and mileage allowances for 
Government employees while traveling 
on official business. 

The President vetoed this bill, S. 3341, 
because of a provision that would have 
given disabled veterans traveling to and 
from veterans hospitals, who were 
already entitled to per diem and mile­
age reimbursement. the same equitable 
rates to which Government employees 
would be entitled when traveling on 
official business. 

It is unfortunate that the President 
did not recognize that this legislation 
simply provided the equitable reim­
bursement for official Government travel 
be equally available to all, including 
DOD employees, Treasury employees, 
White House staff, and disabled veterans. 

I worked for many months to get a 
bill that was reasonable, fair, and just. 
This bill met those requirements with­
out being inflationary. It had the sup­
port of the GSA, the OMB, and the em­
ployee unions. It passed the House and 
Senate unanimously. There is no ques­
tion the veto would have be·en over­
ridden had we had the opportunity. 

I am today introducing legislation vir­
tually identical to that passed by the 
93d Congress. The basic provisions of the 
bill are: 

First. Per diem rates would be set by 
regulation by GSA up to $35 per day. 

Second. Per diem rates for travel out­
side the continental United States 
would be set by the President. 

Third. When domestic travel expenses 
exceed the per diem allowances, reim­
bursement could go to $50 per day in high 
cost geographic areas. 

Fourth. When foreign travel expense 
exceeds the per diem allowance, a sup­
plement up to $21 could be applicable. 

Fifth. Mileage reimbursement would 
be within the following range, the exact 
amount to be set by periodic regulations: 

Eight to eleven cents for motorcycles. 
Fifteen to twenty cents for auto­

mobiles. 
Eighteen to twenty-four cents for 

airplanes. 
Sixth. Per diem and mileage reim­

bursements for disabled veterans entitled 
to such would be at the same rates as 
those set for Government employees. 

Seventh. There would be an annual ad­
justment if the cost factors indicate ad­
justment is necessary. 

Eighth. The General Services Admin­
istration would be established as the 
agency to set uniform per diem and mile­
age rates. 

Mr. Speaker, the President's veto on 
January 3 of this long overdue legislation 

was ill-advised and misdirected. Accord­
ing to his memorandum of disapproval, 
the bill was vetoed because it contained 
a provision which would remove present 
flexibility for reimbursing certain dis­
abled veterans for authorized travel in 
connection with their treatment. That is 
not correct. Under present law, certain 
disabled veterans are entitled to the "ac­
tual necessary expense of travel-includ­
ing lodging and subsistence-or in lieu 
thereof an allowance based upon mileage 
travel-to or from a Veterans' Adminis­
tration facility or other place in connec­
tion with vocational rehabilitation." 

This bill simply ought to correct the in­
justices of the past under which disabled 
veterans are presently being reimbursed 
at the rate of &cents per mile. No admin­
istration witness appearing before my 
committee suggested that 6 cents a mile 
even approached the actual expenses of 
operating an automobile today. I am no 
more anxious to increase expenditures 
than is the President or anyone else. But, 
we cannot ignore the facts; and, if Gov­
ernment employees and disabled veterans 
are entitled to reimbursement for their 
costs, we must establish a realistic rate of 
reimbursement. 

I hope that the 94th Congress will act 
quickly to correct these inequities so that 
the Government employees and disabled 
veterans will no longer have to subsidize 
out of their own pockets o:fficial Govern­
ment travel. 

PRESIDENTIAL PROTECTION AS­
SISTANCE ACT OF 1975 

<Mr. BROOKS asked and was given 
permission to extend his remarks at this 
point in the RECORD and to include ex­
traneous matter.) 

Mr. BROOKS. Mr. Speaker, I have 
today introduced legislation to limit the 
amount of public financial support the 
Government may provide in the protec­
tion of private Presidential properties. 

An investigation by the Government 
Activities Subcommittee in the last 
Congress found that more than $17 mil­
lion in Federal funds had been spent on 
private properties owned or utilized by 
former President Nixon at San Clem­
ente, Calif., Key Biscayne, Fla., and the 
Bahama Islands. These expenditures 
were in addition to millions of dollars 
paid out by the taxpayers on the White 
House and Camp David. 

Expenditures on Mr. Nixon's private 
properties were devoted to improve­
ments, maintenance, administrative 
support, communications facilities, and 
personnel. The investigation by the sub­
committee uncovered the fact that $66,-
000 of public funds had been spent for a 
fence around the Key Biscayne com­
pound designed as a replica of the fence 
around the White House. This fence was 
then concealed by a hedge which cost 
about $4,800. A new shuffleboard was in­
stalled at a cost of $2,000. A helipad was 
constructed for $412,000 and over $20,000 
was spent on a shark net. 

In San Clemente, a new heating sys­
tem was installed in Mr. Nixon's home 
for $13,500; and a new sewer line for 
about $4,000. Landscape and landscape 
maintenance costs exceeded $150,000. 
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Thousands upon thousands of additional 
dollars were spent on numerous other 
common household items which the 
average homeowner would have to as­
sume out of his own pocket. 

In attempting to determine why such 
expenditures were made, the subcommit­
tee discovered that Federal managerial 
responsibility over these expenditures 
was practically nonexistent. Every in­
dication pointed to the fact that the 
White House had converted the Secret 
Service, General Services Administra­
tion, and other agencies, to the personal 
benefi~ of the former President. 

In May 1974, the House Government 
Operations Committee voted 36 to 0 with 
two abstentions for a report which pro­
posed a number of recommendations to 
avoid a repetition of the abuses un­
covered. Several recommendations con­
tained proposals for legislation. To imple­
ment those recommendations, I intro­
duced legislation which, after extensive 
hearings and debate, passed the House 
on December 1974. Time did not permit 
its consideration by the Senate. 

The bill I am introducing today is al­
most identical to that passed by the 
House with only a few minor technical 
changes. 

Basically, the bill provides that­
The Secret Service may provide per­

manent security for each person or fam­
ily under its protection at only one non­
government-owned location at a time. 

Expenditures for permanent instal­
lations at other privately owned proper­
ties are to be limited to $10,000 each. 

Procurements are to be made by Gov­
ernment personnel acting on written re­
quests and with reimbursement from the 
Secret Service. 

Permanent improvements will have to 
be removed if economically feasible or if 
requested by the owner; if the owner 
does not request the remova: anc if they 
are not removed, the private owner 
will have to reimburse the Government 
in an amount equal to the increase in 
fair market value of his property. 

Mr. Speaker, the need for this legisla­
tion has not changed. The Secret Service 
and the agencies which assist it need 
these guidelines. In drafting these guide­
lines, two principles have been followed 
which, should make this bill supportable 
by every Member. One, the bill does not 
restrict the Secret Service in carrying out 
its legitimate activities :in protecting the 
security of the President to the utmost 
of its ability. Two, the bill does not re­
strict the mobility of a President other 
than to limit the number of permanent 
private homes on which public funds will 
be spent. 

Mr. Speaker, I hope that the 94th 
Congress will speedily enact this legis­
lation. 

TRIBUTE TO JACK BENNY 
CMr. McCLORY asked and was given 

permission to extend his remarks at this 
point in the RECORD and to include ex­
traneous matter.) 

Mr. McCLORY. Mr. Speaker, Amer­
ica mourns the loss of a national insti­
tution. Upon the death on December 27, 
1974, of Jack Benny, one of the greatest 

comedians in history has been taken from 
our midst. The Nation's outpouring has 
been that which flows only to those few 
persons whom the country lovingly draws 
to itself. 

As Jack Benny occupies an especially 
fond place in our memories, so did he 
have a speclal place in his heart for his 
hometown, Waukegan, and it for him. 
His loss is poignantly felt there. Jack 
Benny and Waukegan, which is the larg­
est city in my congressional district, have 
shared a unique, lifelong love affair. To 
Americans, they have become virtually 
synonymous. His loyalty to Waukegan 
never waivered. 

Despite the national reputation and 
fame which came to him, Jack Benny 
continued his affection and attachment 
for his hometown. Jack Benny's career 
began in the Waukegan area where he 
played his violin in the Waukegan High 
School orchestra and where he joined 
with other classmates from Waukegan 
in developing a similar orchestra which 
played throughout the Waukegan and 
Lake County areas. 

Jack Benny was an excellent violinist 
and it was not until some years after he 
began a career as a professional musi­
cian that his unique talents as a co­
median came to light. For 6% years he 
helped entertain people with his violin, 
never opening his mouth on the stage. 
Then suddenly the informal, natural wit 
which he had been expressing offstage 
became part of h is act-and the violin 
became more of a prop than an instru­
ment upon which to perform profession­
ally. Nevertheless, in my opinion, Jack 
Benny remained an excellent violinist. 
He played benefi-t performances with the 
Waukegan Symphony Orches·tra to help 
raise funds for that musical group. I 
heard him play a benefit program with 
the National Symphony Orchestra at 
Constitution Hall several years ago. His 
talents on the violin would do credit to 
any great musician. Still, his purpose 
was to benefit others, including the Na­
tional Symphony Orchestra. After the 
performance I met him backstage-and 
received a warm welcome as his repre­
sentative from Waukegan, Ill. 

The tributes which supplement these 
remarks reflect a world which is sadder 
without Jack Benny, but which also is 
grateful for its memory of his uniquely 
magnificent humor and charity. The leg­
acy of this pretended tightwad, who ac­
tually gave unstintingly of his time and 
money to so many worthy causes, has 
become legendary and a part of one of 
our Nation's greatest treasures-its 
humor. 

This was movingly expressed in a trib­
ute by Charles Kuralt of CBS: 

And now, 72 years after Meyer Kubelsky 
gave his son, Benny, a $50 violin, the violin 
is still. Jack Benny said that playing the 
violin with the Philharmonic was like being 
alone on a desert island with Zsa Zsa Gabor 
and her boyfriend-you fe~l you're not need­
ed. Well, we need him all right. Everything 
is not going well with us, and we need him, 
holding his hands and staring that way, 
showing us the humor in the human condi­
tion. Everybody's voice has become so loud. 
He knew the uses of silence. The times have 
grown so harsh, and he was so gentle. We 
need him. Of course, all of us with a memory 
c;;till have him. 

Mr. Speaker, I am inserting the follow­
ing articles and eloquent tributes to Jack 
Benny, which exemplify those which 
have appeared in newspapers across the 
country, in the RECORD: 
[From the Waukegan (Ill.) News-Sun, Dec. 

27, 1974) 
WAUKEGAN'S FAVORITE SON DIES; CANCER 

FATAL TO BENNY 

(By Joe Manning) 
Waukegan's favorite son, who for more 

than 72 years of his life entertained people, 
died early today,. 

Jack Benny was 39. 
His wife, Mary Livingston, was at his side 

when he succumbed in their Holmby Hills, 
Los Angeles, home. Before death he was 
visited by Johnny Carson, George Burns, 
Danny Kaye, Danny Thomas, Bob Hope, 
Frank Sinatra, Merle Oberon and Gov. Ron­
ald Reagan. 

Word of his stomach cancer and his termi­
nal illness spread rapidly throughout the 
world Thursday night when announced by 
his manager. Benny, 80, chose to die at home. 

Born Benjamin Kubelsky on Valentine's 
Day, 1894, he was the son of a Polish im­
migrant who had peddled wares from a pack 
on his back in and around Chicago. After 
marrying Emma Sachs, he opened a Genesee 
Street furniture store. 

Benny was born in a Chicago hospital and 
grew up in Waukegan. He left this city when 
he was 17. His father, Meyer, gave Benny a 
$50 violin and, by the time he was eight 
years old, he was giving solo performances 
in the Barrison Theater in Waukegan. He 
also sold tickets and worked as an usher. He 
played the violin throughout grade school 
and high school. 

In his eighth-grade graduation class were 
former City Clerk Edward Holmberg, former 
Pollee Chief Bart Tyrrell, businessman Wil­
liam Kyndburg, teacher Miss Emily Tonigan 
and many others who became well known 
locally. 

By the time Benny was 16, he was a skilled 
violinist and a member of the orchestra at 
Waukegan High School. In the orchestra 
with him were young musicians Nathan 
Blumberg, Ben Schwartz, Nellie Smith, 
Lampe Johnson, Marie Street, Winifred Gif­
ford, Nathan Rosenblum, Cedrick Smith and 
Marvey Miltimore . 

He left school without receiving his diplo­
ma when he and Cora Salisbury, with whom 
he had become acquainted at the Barrison 
Theater, decided to form a vaudevllle duo. 
She was a pianist and played in the pit 
orchestra. Benny was only 16. 

The team of Kubelsky and Salisbury be­
came a feature of the vaudeville circuit in a 
radius of 200 to 300 miles of Waukegan. 
When the duo broke up, Benny teamed with 
Lyman Woods and traveled coast to coast. 

The story of how Benny got started in com­
edy has a number of variations, one of them 
told by Benny himself. The stories all agree 
on one point: that Benny was volunteering 
to perform for a benefit, something he was 
to do throughout his career, raising an esti­
mated $6 million for worthy causes. 

As it goes, Benny enlisted in the Navy at 
the beginning of World War I and was sta­
tioned at Great Lakes Naval Training Cen­
ter. He volunteered for a Naval Relief Society 
show, the Great Lakes Review. Benny said 
he was told to read a few lines. He was funny 
and, by the time the show opened, he had a 
comedy part. 

Another version goes that Benny was on 
stage when the lights went out and he carried 
the tense moment with his wit. Another, that 
the show's writer heard Benny offering quips 
for the entertainment of fellow cast mem­
bers and put one of the lines in the show. 

In any event, Benny said himself: "Up un­
til then, for six and a half years I'd never 
opened my mouth on stage. I'd been a violin-
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1st. People thought my violin was a gag. I 
went along with the gag." 

In 1932, Benny appeared on the Ed Sul­
livan radio show. Benny was on Broadway 
in Earl Carroll's "Vanities." The first of mil­
lions of words he spoke over the airwaves 
were: "Hello folks. This is Jack Benny. There 
will be a slight pause for everyone to say, 
'Who cares?'" 

The name Jack Benny was a process of 
evolution. Originally he was known as Ben K. 
Benny, then Ben Benny. He changed it to 
Jack Benny because many people thought 
Ben Benny was Ben Bernie, a popular orches­
tra leader. 

After the war Benny played as a comedian 
and master of ceremonies and gained renown 
as a Broadway performer in Earl Carroll and 
Schubert musicals. He played the Palace 
Theater, the summit in those days. 

With the musical "Great Temptations," 
he went to Los Angeles in 1926 where he met 
a pretty sales girl, Sayde Marks. They were 
married in 1927 in the Clayton Hotel in 
Waukegan where a long-time friend of 
Benny's, Julias Simykin, lived. The Bennys 
adopted a daughter, Joan. 

In 1929 he made his first movie, "Holly­
wood Party." 

After apearing on the Sullivan show, 
Benny was given a radio contract in the sum­
mer of 1932. In 1942 NBC gave the popular 
show and Benny a lifetime option to the 7-
to-7: 30 p.m. spot on Sunday evenings. In 
1947, he was earning $25,000 a week for the 
show. He always kept his jokes clean, stat­
ing: "I think there is much more humor in 
clean jokes." 

He toured with the USO during World 
War II. On July 4, 1945, Benny, Ingrid Berg­
man, Larry Adler and Martha Tilton played 
before 20,000 troops in Hitler's former Sports­
palast. Benny broadcast from Paris on V -J 
Day. ' 

Throughout Benny's fame, and even while 
he capitalized on being from some place 
called Waukegan, he never forgot Waukegan 
and made frequent visits here. 

In 1937, Waukegan citizens jammed the 
high school auditorium to greet him. There 
were brass bands, marching high school 
cadets, and special newspaper editions. When 
the high school principal brought up Benny's 
academic career, Jack couldn't resist the gag. 
He slipped off his chair and crawled off stage 
on his hands an knees. 

But, he did get his high school diploma 
from the Waukegan school system. In Octo­
ber of 1961, he appeared in a special televi­
sion show commemorating the naming of 
Waukegan's third junior high school in his 
honor. Benny thought it funny that some of 
the children in the school didn't know who 
he was or why a school was being named 
after him. The honor overwhelmed him, and 
he often mentioned it when making appear­
ances on television. 

Benny's last of many visits here was in 
April when he performed in a benefit concert 
for the new Waukegan Symphony Orchestra. 
The appearance raised $15,550 for the orches­
tra, the Waukegan public school music pro­
gram and his beloved junior high school. 

Some of Benny's movies were "Transalan­
tic Marry-Go-Round," "Broadway Melody," 
"The Big Broadcast of 1936," "The Big Broad­
cast of 1937," "College Holiday," "Artists and 
Models Abroad," "Man About Town," "Buck 
Benny Rides Again." 

With Fred Allen, he made "Love Thy 
Neighbor." Other movies were "Charley's 
Aunt," "The Meanest Man in the World," 
"To Be Or Not to Be," "George Washington 
Slept Here" and "The Horn Blows at Mid­
night." 

On his radio show and television series, 
Benny was credited with being the first 
comedian to good-naturedly kid the com­
mercial plugs of his sponsors. He also was 
the first comedian to play straight man for 
other people and guests on his show. Some 

of those included his wife, Mary, Don Wllson, 
Rochester, Dennis Day, Phil Harris, Bob 
Crosby, Andy Devine, Sam "Schlepperman" 
Hearn, Mel Blanc, Artie "Mr. Kitzel" Auer­
bach. 

Many people liked Benny more on tele­
vision than on radio. He could get more 
laughs with a roll of his eyes and his fiat, 
dry, goofy, deadpan expression than most 
comics get out of 15 minutes of fast gags. 

Accompanied by his 1729 StradivariuSj 
Benny presented the character of the peren­
nial fall guy, the smart aleck, the fellow who 
had trouble finding girlfriends, the timid 
man trying to be a hero. All these made him 
laughable and human and he took the falls 
and let others on his show heckle him. 

Other gags were his graying, thinning hair, 
his pretended stinginess, his make-believe 
feud with Fred Allen and his sputtering, 
museum piece automobile . 

Mter the cancellation of the television 
show in ·1954, Benny continued to appear 1n 
specials and guest appearances. His next ap­
pearance was to have been an NBC special, 
his second retirement program, next Jan. 23. 

The indefatigable comedian began playing 
benefit concerts in 1956 to raise money to 
save Carnegie Hall. When asked by violinist 
and friend Isaac stern to play his own violin 
with the New York Philharmonic Symphony, 
Benny objected that the soloist should be 
Jascha Heifetz. 

Stern replied: "But neither Heifetz nor I 
can draw an audience paying $100 a ticket. 
You can." 

Benny's honors would fill pages. He won 
the Laurel Leaf Award of the American Com­
posers Alliance, the March of Dimes Hu­
manitarian Award and a Special Academy of 
Television Arts and Sciences A ward for the 
best continuing performances by a male en­
tertainer. 

The Jack Benny Show won an Emmy in 
1959 as the best comedy series on television. 
Prior to that, honors had been heaped on 
him for his radio show. 

Benny regretted not having practiced more 
on the violin, for he often said that if he 
had stuck with it, he could have been a 
concert musician. 

His last public appearance was Dec. 8 be­
fore t he Hollywood Women's Press Club to 
receive its annual Louella Parsons Award 
for service to the film community. Already 
gravely ill, he was in too much pain to re­
main longer than a few minutes. The award 
was accepted by his long-time friend, George 
Burns. 

Benny never really retired. 
"You must never lose the excitement of 

life," he said, adding. "I don't indulge in 
nostalgia. To bell with the past. It's gone. 
Thinking about it makes you older quicker 
than anything. I'm only concerned with how 
good my last show was and how good my 
next two will be." 

Millions cared about Jack Benny. Anyone 
can hum his theme song, "Love in Bloom." 
After 27 years on radio and 14 years in a 
weekly television, Jack Benny will live for­
ever. 

DEATH SHOCKS WAUKEGAN 

Waukegan was shocked this morning to 
awaken to the news that Jack Benny is dead. 

Mayor Robert Sabonjian, a long-time 
friend, said the community l1ad not been 
prepared for the news. 

"We all thought he was in good health," 
Sabonjian said. "We knew he had been ill, 
but we thought he had gotten over that." 

Sabonjian ordered flags flown at half-staff 
for the man who quipped about Waukegan 
but never forgot his hometown. 

A funeral service will be Sunday in Cali­
fornia at the Hillside Memorial Cemetery in 
Culver City. 

Sabonjian said he will attend the service. 
"I think the people of waukegan would 

want me to attend, to show that Waukegan 

is not a myth, that it does exist and that 
it has a heart. 

The mayor said Waukegan will hold its 
own memorial service, but plans had not yet 
been firmed up. 

Edwin Glenn, principal of Jack Benny Jun­
ior High School, said it might be possible to 
hold some sort of ceremony at the school 
named in Benny's honor. He said there def­
initely would be a service for students Jan. 
6 when school reopens after the holidays. 

Glenn said he met Benny the six or seven 
times he visited the school. He remembers 
well one time that Benny arrived unan­
nounced to students. Glenn said Benny spent 
the lunch hour with the students in the 
cafeteria, talking, joking, and eating with 
them. 

"It was a delightful time and he had a. 
nice time,'' Glenn said. 

The school was dedicated in 1961 and 
Benny attended the ceremonies with famous 
members of his television show. The school 
at 1401 Montesano St. has 850 students. 

Mayor Sabonjian said Benny's contribu­
tions to Waukegan will be remembered. 

"We already gave our memorial to him. 
Jack Benny High School, he loved it,'' Sabon­
jian said. 

Benny's sister, Mrs. Florence Fenchel, lives 
in Chicago. 

Bill Morris, one of the founding fathers of 
the Waukegan Symphony Orchestra, said the 
group was considering naming the orchestra. 
after Jack Benny, but Benny would not hear 
of it even though he performed a benefit 
concert for it here last April. 

"We owe the orchestra to Benny. It couldn't 
have happened without him," Morris said. 
Benny insisted that the orchestra be named 
after Waukegan, because, Waukegan was 
more important than Benny was, Morris said. 

Benny's appearance here in April for the 
benefit now takes on a greater significance 
because it was his latest benefit for an or­
chestra and musicians, Morris said. Benny 
raised more than $6 million for musicians 
in his lifetime. 

"Jack Benny laughed about our commu­
nity," said Morris, "but he had respect for 
Waukegan." 

Mrs. Clifford Gordon, also known as "Su­
die", was related to Benny through her late 
husband, who was a first cousin, and through 
her father who was related to Benny's mother. 

She knew Benny when he was just begin­
ning in show business. 

She said he wasn't expected to die so sud­
denly. The cancer was only just discovered 
and it was inoperative. His sister was with 
him at the time of death, she said. 

The Gordon family owned the Gordon 
Furniture Store on lOth Street. 

Mrs. Gordon said, "He was a very nice 
person, very, very sweet. Everybody loved 
him. He was a beautiful person." 

[From the New York Times, Dec. 28, 1974] 
JACK BENNY, 80, DIES OF CANCER ON COAST 

(By Richard F. Shepard) 
Jack Benny, whose brilliant gift for self­

deprecating caricature brought laughter to 
the nation for 40 years, died at his home in 
Beverely Hills, Calif., early yesterday morn­
ing. He was 80 years old. 

"rrving Fein, Mr. Benny's manager and as­
sociate for many years, said that the come­
dian died of cancer of the pancreas at 2 : 32 
A.M., New York time. The cancer was not 
discovered until it appeared on X-rays last 
Friday. Mr. Fein said that Mr. Benny's phy­
sician had said the case was inoperable. 

Gov. Ronald Reagan, Frank Sinatra, Bob 
Hope, Danny Kaye and George Burns, who 
was Mr. Benny's friend for 50 years, visited 
the Benny home. 

Funeral services have been scheduled for 
noon tomorrow at Hillside Memorial Ceme­
tery in Culver City, Calif. A special tribute 
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to Mr. Benny w111 be televised by CBS tomor­
row from 7:30 to 8:30P.M. 

In a. telegram to the comedian's widow, 
President Ford said, "If laughter is the music 
of the soul, Jack and his violin and his good 
humor have made life better for all men." 

Jack Benny's very special talent for the 
comic was, according to his own analysis, an 
ability to mirror the failings people recog­
nized in themselves or their acquaintances. 
Decades of insistence on the air that he was 
only 39 years old made the joke better rather 
than cornier; it was one of show business' 
most durable bits. 

Other comedians told funnier jokes. Other 
comedians projected their own personalities 
into stage situations that made an audience 
laugh. Other comedians were much more ef­
fective in displaying their own and llb wit. 
Where Mr. Benny told one joke, Bob Hope or 
Milton Berle could tell three ln the same 
time. 

Yet Mr. Benny was perhaps the most con­
stantly funny of America's funny men. He 
wa.s adored by the public and even the most 
sophisticated critics appreciated him as an 
outstanding comedian. The late President 
Kennedy once recalled that his father used 
to herd the family into their home's library 
every Sunday night to hear the Jack Benny 
show on radio. No one was ever excused 
from listening. So it was with much of 
America. 

A PERMANENT PROP 

A masterly sense of timing, worthy of the 
violin virtuoso he realized he would never be, 
made hlm the only performer who could 
evoke laughter from intervals of silence. He 
carefully developed a. performing character 
as a. tight-fisted, somewhat pompous fellow 
who walked with a mincing, almost effemi­
nate gait, and often expressed exasperation 
merely by resting his chin in his hand and 
making his blue eyes stare, martyrlike, at his 
viewers. His violin became his most per­
manent prop, and he performed. nicely for 
fund-raising with Isaac Stern, President 
Truman and the New York Philharmonic. 

Just as Charlie Chaplin represented the 
"little fellow," Mr. Benny also caught the 
frustrations of the average man, maybe a 
middle-class American, whose aspirations 
always being leveled by family, friends and 
others. 

One of his most famous bits had him being 
, held up by a bandit who demanded "your 
money or your life." Silence. More silence. 
Silence punctuated with laughter from the 
audience. Then, desperately, "I'm thinking, 
I'm thinking." 

PHILOSOPHY OF HUMOR 

It was not so much in his lines and in his 
delivery that he scored successes. His philoso­
phy of humor shed little light on the art 
but it told something about the man. 

It was not the words that brought the 
house down. It was the peerless execution of 
little things that became perpetually funny 
cliches, such as his piqued utterance of "Hu­
man," or his fussy, angered riposte to jibbing 
.. Now cut that out!" 

"Never laugh at the other fellow; let him 
laugh at you," he said. "I try to make my 
character encompass about everything that 
is wrong with everybody. On the air, I have 
everybody's faults. All listeners know some­
one or have a relative wlio is a tightwad, 
show-off or something of that sort. Then in 
their minds I become a real character." 

As a result, he was often the butt of his 
second bananas, who devastated him with 
their barbs. Eddie Anderson, as Rochester, 
his valet, lacked a shred of servlUty but al­
ways complained to the boss, man to man, 
about the Benny thrift. Mary Livingston, his 
wife, and Phil Harris, the orchestra leader, 
also shared in the laugh tunes. But Mr. 
Benny sa.mehow came out ahead. Mel Blanc, 
the zany of many voices, among them "Mr. 
Kitzel," and Sheldon Leonard had choice 
supporting parts. 

CXXI--10--Part 1 

METICULOUS IN PREPARATION 

Mr. Benny was meticulous in preparation. 
Although lt was Widely known that he pos­
sessed a. ready wit and a. wonderful humor, 
which he often demonstrated in off-the-cuff 
observations on off-the-air occasions, he 
never-well, almost never-deviated from the 
script his highly paid writers had created 
for him. 

"There is no tranquilizer like a prepared 
script," he once explained. For years he kept 
a good-humored "feud" running with Fred 
Allen, the humorist noted for his quick wlt. 
Once when Mr. Allen had demolished him 
with aline, Mr. Benny blurted out that 1f his 
scriptwriters had been there, Mr. Allen would 
never have gotten away with that. 

He was absolutely serious about hls work, 
in a. way that many other comedians were 
not. At rehearsal, Mr. Benny would be sober­
faced and worried about details. He was not 
a. monster-it has always been impossible to 
find a. colleague or even a former colleague to 
speak 111 CY! him-but he was an ea.rnest, 
hard-working funny man. 

This was an attitude born of experience. 
"TIMING THE KEY" 

"I soon discovered that telling jokes was 
not a breeze, after all," he reminisced. Some­
times you could throw a punch line away. 
Other times you had to ride it hard. A pause 
could set up a joke-or bury it. Timing was 
the key." 

And there was, indeed, a sort of lucky tim­
ing that determined the course of the life 
of this comedian out the midwest, a. timing 
found him at the right age in the right age, 
an age of broadcasting that made reputa­
tions overnight, as against the age of vaude­
ville, when it took years. 

Jack Benny was named Benjamin Kubel­
sky when he was born in Chicago on Valen­
tine's day, 1894. He grew up in Waukegan, 
TIL, where his father, Meyer, had a. store, and 
Mr. Benny often, for laughs, used to say that 
this was the town where he was born. 

GOT VIOLIN AT 8 

Meyer Kubelsky, a Jewish immigrant from 
Russia, loved music, and when his son was 8 
the father gave him a. $50 violin. The boy 
was soon giving concerts at the Town's Bar­
rison Theater. 

The young viollnist quit school in the 
ninth grade and, at the age of 18, went into 
vaudeville. He worked with a. woman pianist, 
Cora Salisbury, and soon teamed up with Ly­
man Woods, also a pianist. rt was during an 
appearance with her that Mr. Benny, who 
then called himself Ben K. Benny, told a. 
joke. ' 

"The audience laughed," he later recalled. 
"The sound intoxicated me. That laughter 
ended my days as a musician, for I never 
again put the violin back '\\'here it belonged 
except as a gag." 

Life became the customary round of one­
night ~tands in the Midwest, and the young 
performer .was not, at least not yet, the man 
to startle the vaudevllle bookers. When 
World War I came along, he joined the Navy 
and was assigned to "The Great Lakes Re­
view," a sailors' road show. Here his comic 
genius made an impression, and his decision 
to renounce music became irrevocable. 

After the war, he embarked on the highly 
competitive career of the ad Ubber, where his 
greatest asset soon proved to be his instinct 
for proper timing. His silence was eloquent 
and his double-takes were the envy of his 
profession. By 1926, he had a part in a. Broad­
way musical, "The Great Temptations." 

LED POPULARITY POLLS 

This led to the most coveted assignment 
of all: master of ceremonies at the Palace 
Theater, citadel of the two-a-day. Soon he 
went on to Hollywood, and in 1932, he found 
his most durable niche: radio. It started with 
a guest shot on Ed Sullivan's radio show and 
before the year was out, he had his own pro-

gram on the National Broadcasting Company 
network. 

From 1934 through 1936 he was the cham­
pion of the radio popularity polls, and for 
many years he was always among the top 
10 programs. His wife, Sadie Marks, whom he 
married in 1927, became Mary Livingstone, 
the wife of the radio Jack Benny, as he had 
been calllng himself for a number of years. 

He stlll sawed away at his violin, and his 
never-completed rendition of "Love in 
Bloom" became a hallmark of the show. His 
writers alone received a total of $250,000 a. 
year. In 1948, Mr. Benny took his show from 
NBC to CBS. As part of the move, CBS paid 
$2,260,000 for Mr. Benny's Amusement En­
terprises organization, as part of a capital 
gains deal. He got $1,356,000 of this. 

"THE BEST FORMAT'' 

CBS kept the radio show until 1955, when, 
23 years after Mr. Benny had done his first 
program, it went off the air. Even earlier, 
however, he had made the acquaintance of 
the new medium, television. He .had been a. 
bit wary of the tube and his fears seemed 
to be substantiated by the critical reception 
for that first telecast, on October 28, 1950. 

The critics said the show had little visual 
attraction, that it relied too heavily on the 
radio tradition. But Mr. Benny made the 
grade with his third telecast the next Aprll 
when he drastically altered his old routines 
and caused one critic to observe, "Mr. Benny 
has the best format, no format at all." 

He stepped up his television schedule from 
irrgeularly scheduled shows, to semiweekly 
programs to weekly telecasts, which lasted 
from 1960 to 1965. When he "retired," he 
found himself almost as busy as ever on 
television and in personal appearances. He 
appeared in many special telecasts. The last 
one, last Jan. 24, was b1lled as "Jack Benny's 
Second Farewell," because it came not many 
months after the first. 

He began, more than ever, to play night­
clubs, the Sahara. in Las Vegas, the Waldorf­
Astoria's Empire Room here. He worked in 
the Palladium. He was tireless in perform­
ing at benefit concerts on behalf of musical 
causes, whether to save Carnegie Hall or to 
keep an orchestra afloat. In 1970, it was esti­
mated that he had raised $5-m1llion in 14 
years. 

MADE MANY FILMS 

Viewers of late show or midday movies 
occasionally glimpse Mr. Benny 1n many of 
the films he made. Among them were "Holly­
wood Revue of 1929" (his first), "Chasing 
Rainbows," "The Medicine Man," "It's 1n 
the Air," "College Holiday," "Artists and 
Models," "Transatlantic Merry -Go-Round," 
"Buck Benny Rides Again," "Charley's Aunt," 
"To Be or Not to Be," "George Washington 
Slept Here," "The Meanest Man in the 
World," and "The Horn Blows at Midnight." 

Several years ago, when an interviewer 
asked him why he was making television 
commercials, Mr. Benny replied: "Show bus­
iness has changed. I'm changing with it. 
There's no more class in show business today. 
You do everything and anything." 

But he had already done everything and 
done it well. 

He is survived by his widow, an adopted 
daughter, Joan Blumoff, and several grand­
children. 

[From the Waukegan News-Sun, Dec. 30, 
1974] 

TEARS AND JOKES AT JACK BENNY FuNERAL 

(By Vernon Scott) 
CULVER CITY, CALIF.-His fellows said good­

bye to Jack Benny Sunday with tears and 
gentle jokes he would have liked. Men and 
women who came the route he did-from 
vaudevllle circuits to national entertainment 
institutions-buried the comedian on a bril­
liantly sunny Sunday afternoon in a ceme­
tery packed with celebrities, fans and emo­
tion. 
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George Burns, Benny's best friend, broke 
down in sobs three sentences into his eulogy 
and could not finish. Bob Hope, who met 
Benny on Broadway 45 years ago, carried on, 
mixing gentle humor with his tributes. 

"He was stingy to the end," Hope said. "He 
was only with us 80 years, and it wasn't 
enough." 

Burns, who with his wife Gracie Allen, 
was one of Benny's fellow giants of the golden 
days of network radio in the 1930s and 1940s, 
said beforehand that he did not know if he 
could go through with his part of the eu­
logy. "I told that to Mary (Livingston, 
Benny's widow), and she asked me to try." 

"What can I tell you about Jack? I've 
known him 55 years ... " Burns broke. "I 
can't imagine my life without him," he 
sobbed and returned to his seat. 

Police several times had to push back the 
crowd of 2,000 who came to see Benny 
buried at Hillside Memorial Cemetery. 

Pallbearers included Frank Sinatra, Greg­
ory Peck, Milton Berle and director Billy 
Wilder. Mourners included a roster of the 
most famous names in show business and 
politics, including Gov. Ronald Reagan and 
former Sen. George Murphy, both former 
entertainers. 

Also there was the old cast of Benny's radio 
show-Eddie "Rochester" Anderson, who 
played the gravel-voiced butler, singer Dennis 
Day, musician Phil Harris, announcer Don 
Wilson and man-of-many-voices Mel Blanc, 
who did the "Anaheim, Azusa and Cuca­
monga" railroad announcer. 

Mrs. Benny, his longtime comedy partner 
and wife of 47 years, left the chapel but re­
turned by the time the service began, sitting 
in her car to compose herself with their 
daughter, Joan, 30. She had said earlier, af­
ter Benny died Thursday night of a surprise 
cancer attack at 80, "In all the years we were 
together, he never gave me one bad day. 
not one bad moment." 

Hope said Benny was revered as a genius 
by other comedians for his flawless sense of 
timing, but that Benny finally made a mis­
take. "His timing was all wrong. He left us 
all too soon." 

Hope said that "If there's a Mt. Rush­
more for humanitarians, the first stone face 
might easily resemble him. And if a stone 
could talk, it would say 'Well,'" a reference 
to Benny's ab111ty to draw huge laughs with 
a silent pause and then that one exasperated 
word. 

"How do you say goodbye to a man who 
was not just a good friend but a national 
treasure?" Hope asked. 

"No one wlll ever replace Jack Benny." 

[From the Waukegan News-Sun, Dec. 30, 
1974] 

JACK BENNY WAS MORE TO WAUKEGAN THAN 
LAUGHS 

Jack Benny, the king of wit who gave so 
much of himself to help others despite his 
self-proclaimed frugality, died Thursday. His 
violin is stilled forever. 

This comet who flashed across airwaves 
and into the hearts of millions was born 80 
years ago, but most of his fans will always 
believe he was only 39 as he insisted. 

He was always 39 in heart, however, and 
he never really retired. Benny was always 
thrilled With what he called the excitement 
of life right up to the end when cancer kllled 
him. 

We hope J ·ack will forgive us for looking 
back although he said that he didn't indulge 
1n nostalgia, summing up his feelings with: 
"To hell with the past. It's gone." 

Born in Chicago on Valentine's Day, 1894, 
Jack grew up in Waukegan. He began his 
long show business oa.reer in the Barrison 
Theater in Waukegan where he started play­
ing the violin when he was only 8. 

He played in the Waukegan High School 
orchestra but before he received his diploma 
he started out on his long and illustrious 

career making people laugh. In his chosen 
field he was one of the few geniuses. 

He could spark laughter by just putting 
one hand to his mouth and cocking his eye­
brows as he stared at his audience. When he 
added the punch-line, "Well," he had his lis­
teners in the palm of his hand. 

He had a ball making people laugh, but 
he said often that he received the most joy 
performing for benefits around the country. 
He raised an estimated $6 million for worthy 
causes, some of it in the town he put on 
the map of the world. Waukegan towns­
people reciprocated by opening their hearts 
to him whenever he came to town and 
named a junior high school after him. 

He appeared on radio and TV for many 
years but many thousands of World War II 
veterans remember him, best for his appear­
ances in the field almost within sound of 
the big guns. 

Jack won many accolades during his life­
time-the Laure.! Leaf Award of the American 
Oomposers Alliaru::e, the March of Dimes Hu­
manitarian Award and a special Academy 
of Television Arts and Science Award-but 
his love affair with those of us who wanted 
to forget the cares of the world for a few 
minutes through his humor is his most en­
during monument. 

Jack never forgot his hometown, and we, 
and the world, wm always remember him for 
his clean and gentle wit. 

[From the Waukegan News-Sun, 
Jan. 11, 1975] 

MR. BENNY: A FINAL ENCORE 
(By Joe Manning) 

The one incontrovertible truth about hu­
mor is that it is a great mystery. What causes 
the Pukapukans to shriek with laughter may 
leave the Kokomokans cold. 

Yet, somehow, humor has a universal ap­
peal and purpose. · 

Laughter is probably not learned but peo­
ple learn very early in their lives in what 
situations and when it is appropriate to 
laugh. 

Jack Benny knew the secret of putting 
people in those situations. 

Here is part of a television special filmed 
at Jack Benny Junior High School in August 
of 1968. 

Benny comes on st age: 
"Thank you, thank you very, very much, 

ladies and gentlemen and all of my friends. 
I want to say first of all I am very, very happy 
to be back here for this occasion. And you 
know I was hoping they would have a fourth 
junior high school here called the Abraham 
Lincoln School because you see, when I was 
here in school studying history Abraham 
Lincoln was my favorite president. Because, 
I figure that any man that will walk 12 miles 
barefoot in the snow and return a library 
book to save three cents is my kind of a guy. 

Enters Mayor Robert Sabonjian: "Jack, as 
the mayor of this city, I want you to know 
that we certainly appreciate all that you have 
done for Waukegan and I think that it's only 
fitting that we spent over $1,250,000 to build 
this monument to honor you with concrete, 
lumber and steel." 

Benny: "Well, I want to say that I am very, 
very proud of that and I have relatives here 
who are happy about it too because, you 
see they are still in b,usiness here." 

Sabonjian: "Really? What business are 
they in?" 

Benny: "Concrete, lumber and steel." 
Enters a Lt. Brown from Great Lakes Naval 

Base. He asks Benny to verify his service 
number and Benny does. 

Lt. Brown : "Well, Mr. Benny, in checking 
our records we find that you have never been 
discharged from the Navy." 

(That Benny look and pause) "What?" 
Lt. Brown: "No one ever signed your dis­

charge papers." 
Benny: "What discharge papers? The war 

was over so I went home. It's as simple as 
that." 

Lt. Brown: "I know, and you have been 
AWOL for 59 years." 

Benny: (Pausing and looking) "What are 
you talking about?" 

Lt. Brown: "I'm sorry Mr. Benny, you're 
going to have to serve your term." 

Enter Shore Patrol which commences to 
take Benny away. 

Benny raving: "Serve my term: Wait 'a 
minute. You're taking me back to Great 
Lakes? Well, this is ridiculous. At my age? 
No, lookit. And anyway, my name was Benny 
Kubelsky then. It wasn't Jack Benny. Now 
cut that out." 

[From the Chicago Tribune, Dec. 28, 1974] 
JACK BENNY, 39 

The flat midwest accent is gone, the face 
with the slightly startled and petulant ex­
pression that brought laughter to millions is 
gone, Jack Benny is gone. His death came 41 
years after his last acknowledged birthday, 
which was his 39th. 

But the timbre ot the drawling voice and 
the long drawn out, may-Heaven-preserve-us 
look of that put-upon man will remain in 
our minds for a long time. For in the minds 
of two generations of Americans, Jack Benny 
was a friend, one who came calllng weekly 
by radio and later television. This feeling was 
so strong that those who later met him per­
sonally were taken aback that he regarded 
the meeting as an introduction rather than 
a reunion. They knew him so well; why in the 
world didn't he know them? 

This closeness developed because Jack 
Benny was not a conventional standup come­
dian (altho he could deliver a monolog With 
enchanting grace] ; he was a being whose 
feigned flaws and foibles endeared him to 
audiences and made him seem real. 

The Jack Benny character-a creature of 
penury, of small vanities involving age and 
appearance, and of an inescapable tendency 
to be the butt of others' jokes-brought him 
close to home for all of us. 

Jack Benny was born in Chicago and raised 
in Waukegan, and it is hard to know whether 
to say he grew up with the American enter­
tainment industry or vice versa. It is best to 
say that they grew together in the 63 years 
since he quit school in 9th grade to take a job 
in the pit of a theater. He became familiar 
everywhere from the White House to the fox- • 
holes of World War II, and as he neared 80 he 
continued to appear in concerts with his 
violin and on TV talk shows with his delight­
ful reminiscences. 

Even as he learned that death was im­
minent, because of stomach cancer, he was 
making plans for further appearances. He 
always liked to pretend that he never went 
beyond the age of 39. And because of his 
eternally youthful vigor and humor, we shall 
think of him forever as 39. 

[From the Chicago Sun-Times, Dec. 28, 1974] 
JAC:K BENNY-1894-1974 

One of the things that made Jack Benny 
a gre·at comic artist was his self-created style. 
It was a style so much his own that it was 
impossible to borrow from it without appear­
ing to be a cheap imitator. Only Jack Benny 
could be funny the way Jack Benny was 
funny. His arms are crossed. His fingertips 
rest on his ch eek. He composes his face, turns 
his head slowly, and announces abruptly and 
in mock outrage, "Well!" No one but Benny 
could do that. 

Like other artists, Jack Benny was a master 
of timing. Benny, the celebrated tightwad, 
waits to answer the holdup man who re­
peatedly demands his money or his life. 
Finally-and at the exact monent-he re­
plies. "I'm thinking! I'm thinking!" He was a 
perpetual and defiant 39. He played the violin 
horribly. He was vain and tlmld. He told hls 
tormentors, "Now cut that out!" He kept hls 
money in a subterranean vault. 
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In private life, he was a. modest and gener­

ous man-generous to his wife and daughter, 
to his professional colleagues, and to milllons 
of his listeners, all of whom mourn his death. 

[From the Chicago Dally News, Dec. 28, 1974] 
A NATION LAUGHED WITH HIM 

Jack Benny quite likely might never have 
made it if he had started in toda.y's world­
and the world would have been vastly the 
poorer. 

As Jack himself said, he came up in a. time 
when if you couldn't make it in Peoria. you 
could polish up the act and try again in 
Muncie and go on and up from there. "Now 
they throw you to the wolves, which is tele­
vision. If you're bad, you're out." 

Benny also grew up with the radio indus­
try, which was made to order for the family 
kind of humor that became his specialty. He 
never did make it big in the movies, and in 
television-another part of the forest entire­
ly-he made it to some extent on his momen­
tum as the nation's top radio star. 

Yet it is hard for those who weren't there 
through the 1930s to grasp the size of Jack 
Benny's talent or the stature he achieved 
as an institution in the entertainment world. 
Week after week he brought the whole na­
tion huddling around its Atwater-Kents and 
Strombe·rg-Carlsons to hear him wage his los­
ing verbal jousts with Don Wilson, Phil Har­
ris, Fred Allen., Rochester, Dennis Day and his 
patient· wife, Mary Livingston. 

How did he do it? The formula was simple. 
Jack Benny was Everyman--especially, every 
little fellow, mosying and stumbling through 
a. bewildering world. "Straight man for the 
whole world," Steve Allen called him, and it 
is not a. bad line. 

But he was something more and rarer 
than that-a. born clown in the grandest 
sense of the word, with the shadow of sad­
ness enhancing every funny situation and 
line. The real Jack Benny bore this out. He 
never ceased to wonder, even at the peak of 
his magnificient success, why and how it 
all came to happen to him, Benny Kubelsky 
of Waukegan, Ill. That it did happen to him 
was a fact of great benefit to a. nation that, 
then as now, needed laughter to make the 
gloom bearable. 

[From the Washington Post, Dec. · 29, 1974] 
JACK BENNY 

Jack Benny, who died on Thursday at the 
age of 80, was one of the great American 
entertainers. He began his career early--as a. 
violinist, what else?-in a. Waukegan theater, 
having dropped out of high school, and soon 
was off on a vaudeville tour. To the end of his 
life he remained a showman, one of the few 
of the radio stars of the 1930s and '40s whose 
style and expression were congenial to the 
medium of television. The raised eye·brows, 
the look of pain (upon hearing the price of 
almost anything) -these turned out to be, 
visually, on television just what one had 
imagined them to be on radio: funny, utterly 
engaging. 

Yet it was, in our view, as a giant in the 
age of radio that Jack Benny reached his 
ultimate achievement. That uniquely de­
manding medium was only for those suffi­
ciently skilled craftsmen who could conjure 
up a whole living, visual world in the lis­
tener's imagination by means of word and 
sound--and silence, we would add, since the 
affronted pause was one of the mainstays of 
Mr. Benny's comic art. 

That the world he conjured up remains 
vivid and memorable strikes us with particu­
lar force at this time of year: this was the 
reason (as people of a certain age will know) 
when Jack Benny made his annual "visit to 
the vault" where his savings were allegedly 
held under guard by an ancient retaine!' 
who didn't see him from year to year. We can 
hear the creaking and groaning of the hinges 
on the seldom opened doors now, that sound 
effect that signaled the passage to the vault. 

And we can hear too the strains of "Love in 
Bloom," execrably rendered by Mr. Benny, 
whose comic sense always told him just when 
to strike the first screechingly wrong note. 

Jack Benny was an American ins~itution, 
and the jokes with which he entertained 
Americans for years have passed into the 
folklore. In taking note of his e·xtraordina.ry 
career and of the pleasure he gave so many 
people, we would add only this: His humor 
was without malice; it had no claws; its ob­
ject of fun was himself In the world of 
comedy and comedians, to reach the top 
that way is no means achievement. 

[From the New York Times, Dec. 28, 1974] 
A NATIONAL INSTITUTION: To MILLIONS IN 

THE 1930's AND 1940's, SUNDAY NIGHT AT 
7 JACK BENNY AND GANG 

(By John J. O'Connor) 
Although he was successful on television, 

in nightclub and even on the stage in "one­
man" shows, Jack Benny was perhaps the 
most enduring and astonishingly shrewd 
creation of radio, For anyone growing up 1n 
the nineteen-thirties and forties, Sunday 
night at 7 o'clock meant Jack Benny an~ 
"the gang." 

Week after week, the cast regulars went 
through a series of thoroughly predictable 
routines. Week after week, listeners at home 
laughed along with the studio audience. The 
brllliantly calculated Benny persona, offer­
ing magnanimous displays of the hllariously 
petty, was being fixed securely in the puJ':)­
lic's affection. 

His radio years began in the Depression. 
Radio was concentrating on entertainment. 
There were very few regular news formats in 
those days. Not surprisingly, the center of 
the entertainment spotlight was held by 
veterans of vaudeville. In addition to Jack 
Benny, there were Eddie Cantor, George 
Burns and Gracie Allen, Al Jolson, Ed Wynn, 
and Phil Baker. 

A NATIONAL CHARACTER 
By 1937, Jack Benny had edged out Eddie 

Cantor for top position in the "Hooper­
ratings." In 1950, a couple of years before the 
television explosion, he was still No. 1 in the 
ratings. MeanwhUe, he had used radio to 
develop a. national character of rare longev­
ity. 

The vehicle consisted of nothing but sound 
and, with the Benny sense of faultless tim­
ing, silence. The old Maxwell auto sputtered 
and coughed. The endless series of locks pro­
tecting the cellar bank vault squeaked and 
clanked. The pay telephone and cigarette 
machine in the living room noisily consumed 
coins. The immediately recognizable Benny 
family was created by a group of performers 
standing in front of microphones. 

The effect was a combination of intimacy 
and elusiveness, a combination still unique 
to radio. The disembodied voices became 
personal friends, perhaps vaguely Unked to 
faces in press photographs. The contexts and 
settings were constructed in the imagina­
tions of the listener. The very lack of visual 
literalness expanded the possibilities for 
radio. 

All of that changed, of course, with tele­
vision. The new medium proved considerably 
more devouring than the old. Seeing the old 
Maxwell was not quite as funny as hearing 
it. Seeing it a second time was not nearly 
so funny as hearing it for the lOOth time. 
The quality of elusiveness was lost. 

BLOCKBUSTER SUCCESSES 
The Benny program and other radio far­

mats did have respectable runs on television, 
but the medium was bestowing its "block­
buster" successes on more "visual" mate­
rial-Milton Berle's muggin, Sid Caesar's 
skits, The pandemonium of "Laugh-In!' But 
the blockbusters, too; were eventually de­
voured. None were as long-lived as the old­
time radio favorites. 

The Benny persona, however, survived. It 

did not depend on one-line jokes or ener­
getic physical routines. He could stlll show 
up on his own specials or as a. guest star 
getting incredible Inileage out of his penny­
pinching routines or deadpan silences. 

On one of his last television appearances, 
in an Anne Bancroft special called "Annie 
and the Hoods," he played a psychiatrist lis­
tening to the silly prattle of a patient. He 
didn't utter one word. He didn't have to. The 
radio character had become a national in­
stitution. 

[From the Washington Post, Dec. 29, 1974] 
THINKING BACK ON BENNY: THE IMAGE AND 

THE MAN 
(By Goodman Ace) 

The curtain slowly descended last week on 
a. man I first met, and fell in love with, many 
years ago. Even severaJ. years before he was 
really 39: Jack Benny. 

As drama. critic of the Kansas City Post, 
I had watched this young, unheralded man 
wander casually on stage in the next-to-clos­
ing spot of a. vaudeville bill at the Orpheum 
Theater. There was a smattering of applause 
as he stood stage center, his violin dangling 
loosely at his side, he smoothed his necktie, 
tugged at his pocket handkerchief, looked 
calmly about, and then spoke softly to the 
orchestra leader: 

"How's the show been up tlll now?" he 
asked. 

"Fine," said the man in the pit. 
There was a slight pause-Jack's renowned 

timing-and he finally said: "Wen, I'll put 
a stop to that." 

Then he went into this monologue, saying 
he was always glad to come to Kansas City 
because the girls were so beautiful. He had 
met one last night, he said, and they had 
driven around town in his car, and she sug­
gested they stop for a. midnight snack at 
the Muehlebach Hotel, which was Kansas 
City's version of the high-priced Waldorf 
Astoria in New York. 

Another pause-that look of stark an­
guish-and then he said, "So I sold the 
car ... " It got the big laugh that was to 
echo down the adsles of theaters, and over 
the chwnnels of radio and television in the 
years ahead. 

And so was born the image of his tight­
fisted adW.ation of money, which, as we now 
know, he later developed into a. multi-mil­
lion dollar career. When I went backstage 
to meet him, I soon learned he was the anti­
thesis of penurious. Throughout his life he 
gave freely of his time and money to help 
others. ' 

The "che~" image paid off. I.t paid off 
big, for instance, after a. long radio run when 
J rack appeared as an unannounced guest on 
the Ed Sullivan variety little spot, in which 
Sullivan came downstage with a dollar bill 
in his hand. 

"One of the ushers found this dollar bi11 
in the a.isle. Will the owner please come up 
here and ... " 

That's as fa.r as he got, Jack Benny came 
down the aisle. The laugh it garnered could 
have ended the bit there. But there was 
more. 

"Are you sure this is your dollar?" asked 
Ed. 

"Yes, sir. You see, I came here a. couple 
days ago from Los Angeles, and I had $7 
in my pocket. Now I have only six." 

"Well, can you call off the serial numbers?" 
asked Ed. 

"Yes, sir," said Jack. The numbers are 
B58703170A," Jack recited. 

Sullivan examined the bill and handed it 
to Jack, who left the stage to houseful of 
applause. When it had quieted down, Sul­
livan said to the audience, "He wasn't even 
close to the numbers, but how else can you 
get a guest to come on this show for a dol­
lar? They don't call him Buck Benny for 
nothing." 
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My friendShip with Jack ripened and 
warmed during the early years of Jack's life. 
I refrain from caJling those the years of his 
struggle to acclaim. I don't recall Jack's ever 
struggling. He was patient and unruffled, 
snug and complacent, in his next-to-closing 
spots in vaudeville theaters across the coun­
try. With every performance he learned a 
little more, took out jokes that were weak, 
edited those that he thought were better 
than the response they got. As I say, patient, 
unruffled, knowing deep down, though he 
never said it, that he would make stardom. 

He was one of the few comedians who 
knew the art of putting himself down, on 
stage and in public life. In an era when 
comics were bragging about how they kllled 
them in Peoria, Jack was quietly polishing 
and refurbishing his act. He bought and pald 
for-paid well for-material furnished him 
by Al Boasberg, the most sought-after one­
liner of that time. 

In our leisure moments together he never 
talked shop. He never envied other comedi­
ans, never put down any of them, and was 
quick to praise those he admired, always able 
to find something fairly good about even the 
most mediocre. When asked how he had done 
at a certain performance, it was always "all 
right." 

He never forgot his beginnings. When he 
spoke about them, the joke was always on 
him. For instance, the story he told me about 
his first trip back to Waukegan, Ill. after he 
had been away on the road for two years. It's 
possibly apocryphal, but it bears telling be­
cause it demonstrates his lack of ego, and 
the ability to laugh at himself. 

He was walking from the railroad station 
to his father's place when he met a long-time 
friend, who saw Jack with suitcase in his 
hand. "Hello Jack," said the man, "leaving 
town?" 

My admiration for Jack as a performer, 
as well as a friend, led me now and then to 
concoct jokes suitable to his impeccable 
s tyle. Though I was never a member of his 
talented regular staff, there were times when 
he needed a line or two at a benefit-and he 
played many of them-when he lived in New 
York. 

I remember .the first joke I ever wrote for 
him. I was still at my job on the paper in 
Kansas City when I got a telegram from him 
in the East. It said that he was about to get 

· his first big time break as master of cere­
monies at the Palace Theater on Broadway, 
and he could use an opening line for the 
occasion? 

I had never been to the Palace Theater, 
bpt I knew that the master of ceremonies 
came on after the opening act. I looked 
through Variety to see what the acts were to 
be on that bill, and found that Long Tack 
Sam, Chinese magician, would open. And so, 
in an era when ethnic jokes were common­
place, I sent Jack this line to say when the 
act was over: "Vaudeville has certainly 
changed. It used to take Japs or better to 
open." 

I didn't hear from Jack immediately, and 
I was about to ring up no sale on my first 
professional joke, when Walter Winchell's 
column appeared in our paper and he men­
tioned the line. Also, Variety, in a glowing 
review of Jack's entire performance, quoted 
the line. 

Then I got a letter from Jack: "Enclosed 
find check for $50. Your joke got lots of 
laughs, if you have any more send them." 

Well, as much as I needed the money, I 
telegraphed it back with a message: "Your 
check got lots of laughs. If you have any 
more, send them." 

1 just didn't want to lose my amateur 
standing. Not with such a friend. 

The last joke I wrote for him was some few 
years ago when he was coming to New York 
to appear in his one man show. He p·honed 
me from Canada, asked me a~bout th~ news­
·paper strike New York was having, wanted 

to know if any papers were being printed. 
I told him no, but that New Yorkers were 
reading a paper that was pUJblished out of 
town-the Christian Science Monitor. He 
asked if I could write a joke about the news­
paper strike. 

I said, "Yes, see what you think of this. 
You can say: 'Since I got to town I've been 
reading the Christian Science Monitor. The 
news in the Christian Science Monitor is just 
as bad as it is in the other papers, but you 
think it's better. He had me repeat it, as he 
carefully placed the right words in the exact 
sequence. 

Jack was without a doubt the most ap­
preciative and the best paying comedian a 
writer could work for. He sat in at every 
writing session, editing, contributing, sug­
gesting. The writers were his friends, and he 
was their gracious employer. He was so un­
like most comedians who nourish a feeling 
that writers are their enemies when some 
jokes don't go over. So unlike a comedian 
who once asked me. "Who are you writing 
against this season?'' 

And yet, because Jack couldn't have been 
there to edit, the long list of pallbearers 
and honorary pallbearers at his funeral today 
•did not mention the names of his family of 

. writers, which included Milton Josephson, 
John Tackaberry, Sam Perrin, George Balzar, 
Bill Morrow, High Wedlock and Harry Conn. 
He would have wanted you to know. 

Although the newspaper obits say Jack 
Benny was 80, you have my word that his 
spirit was 39. 

To Jack Benny, who would have been 81 
next Feb. 14, and to his Mary, this, then, is 
my small valentine bouquet. 

(Jack Benny, who will be burled today 
at Hillside Memorial Cemetery in Culver 
City, Calif., died late Thursday in his Beverly 
Hills home of cancer of the pancreas. Good­
man Ace, a contributing editor of Saturday 
Review Magazine, was for many yearS" a 
radio and television writer. For 18 years, in 
the 1930s and 1940s, he and his late wife, 
Jane, starred in the ''Easy Aces" radio show.) 

Mr. Speaker, on behalf of the distin­
guished mayor of Waukegan, Robert 
Sabonjian, members of the Waukegan 
City Council, and all public officials in 
my 13th District-particularly from Lake 
County-! take this occasion to convey 
the heartfelt respect and honor which 
has been expressed through thoughts 
and words in these recent days toward 
Jack Benny and his family. 

Mr. Speaker, throughout his career 
Jack Benny has always been a decent 
and wholesome man who respected the 
interest of all regardless of race, religion, 
sex, or other individual characteristics. 
He was beloved by young and old and 
by those from all walks of life. 

Mr. Speaker, it is most appropriate 
that we honor this great American today 
through this tribute. At the same time, 
let us convey to his widow and devoted 
wife of some 47 years, Mary Livingston, 
our deepest sympathy, and to express 
to other members of the family and his 
close friends our great affection and re­
spect for the unique and youthful gentle­
man from Waukegan-Jack Benny­
who, after completing his 39th year of 
life, passed from our midst on Friday, 
December 27, 1974, at 80 years of age. 

SPECIAL ORDERS GRANTED 
By unanimous consent, permission to 

address the House, following the legis­
lative program and any special orders 
heretofore entered, was granted to: 

(The following Members <at the re­
quest of Mr. YouNG of Florida) to revise 
and extend their remarks and include 
extraneous rna terial: ) 

Mr. WHALEN, for 10 minutes, today. 
Mr. EDWARDS of Alabama, for 5 min-

utes, today. 
Mr. RAILSBACK, for 10 minutes, today. 
Mr. CoHEN, for 20 minutes, today. 
Mr. FRENZEL, for 30 minutes, today. 
Mr. GoLDWATER, for 30 minutes, today. 
Mr. CocHRAN, for 10 minutes, today. 
<The following Members <at the re-

quest of Mr. SHARP) to revise and extend 
their remarks and include extraneous 
material:) 

Mr. RoDINO, for 5 minutes, today. 
Mr. EDWARDS of California, for 5 min-

utes, today. 
Mr. GONZALEZ, for 5 minutes, today. 
Ms. HoLTZMAN, for 10 minutes, today. 
Mr. VANIK, for 5 minutes, today. 
Mrs. COLLINS of Illinois, for 15 minutes, 

today. 
Mr. FRASER, for 5 minutes, today. 
Mr. ANNUNZIO, for 5 minutes, today . 
Mr. BINGHAM, for 5 minutes, today. 
Mr. ADDABBO, for 30 minutes, today. 
Mr. ANDERSON of California, for 5 min-

utes, today. 
Mr. DAN DANIEL, for 5 minutes, today. 
Mr. RANGEL, for 5 minutes, today. 
Mr. OTTINGER, for 5 minutes, today. 
Mr. ROSTENKOWSKI, for 5 minutes, to-

day. 
Mr. KASTENMEIER, for 5 minutes, to-

day. 
Ms. AuzuG, for 10 minutes, today. 
Mr. ZABLOCKI, for 10 minutes, today. 
Mr. KocH, for 5 minutes, today. 

EXTENSION OF REMARKS 
By unanimous consent, permission to 

revise and extend remarks was granted 
to: 

Mr.NEDZI. 
Mr. ULLMAN, in the body Of the RECORD, 

notwithstanding the fact that it exceeds 
two pages of the REcORD and is estimated 
by the Public Printer to cost $6,255. 

Mr. CoRMAN and to include extraneous 
matter notwithstanding the fact that it 
exceeds two pages of the REcoRD and is 
estimated by the Public Printer to cost 
$9,035. 

Mr. CORMAN and to include extraneous 
matter notwithstanding the fact that it 
exceeds two pages of the RECORD and is 
estimated by the Public Printer to cost 
$2,293.50. 

Mr. McCLORY and to . include extra­
neous matter notwithstanding the fact 
that it exceeds two :,Jages of the REcORD 
and is estimated by the I-ublic Printer to 
cost $1,390. 

<The following Members (at the re­
quest of Mr. YouNG of Florida) and to 
include extraneous material: ) 

Mr. HEINZ in three instances. 
Mr. HAGEDORN in five instances. 
Mr. YouNG of Florida in five instances. 
Mr. LENT in three instances. 
Mr. KETCHUM. 
Mr. AsHBROOK in three instances. 
Mr. McCLORY in two instances. 
Mr. PRESSLER. 
Mr. HoRTON in two instances. 
Mr. MOORHEAD of California. 
Mr. McCLOSKEY. 
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Mr. COHEN in three instances. 
Mr. CRANE. 
Mr. BEARD o.f Tennessee. 
<The .following Members <at the re­

quest of Mr. SHARP), and to include 
extraneous material:) 

Mr. SisKin two instances. 
Mr. GoNZALEZ in three instances. 
Mr. ANNUNZIO in six instances. 
Mr. ANDERSON of California in five 

Instances. 
Mr. FRASER in 10 instances. 
Mr. STUCKEY in 10 instances. 
Mr. EILBERG in 10 instances. 
Mr. V ANIK in three instances. 
Mr. ROSENTHAL in 10 instances. 
Mr. REuss in five instances. 
Mr. BINGHAM in 10 instances. 
Mrs. SULLIVAN. 
Mr. BOLAND. 
Mr. UDALL in five instances. 
Mr. BENNETT. 
Mr. RANGEL. 
Mr. DAN DANIEL. 
Mr. HuNGATE in two instances. 
Mr. DOMINICK V. DANIELS in five 

instances. 
'Mr. GAYDos iii 10 instances. 
Mr. SEIBERLING in 10 instances. 
Mr. BROWN of California in 10 

instances. 
Mr. REES. 
Mr. OBEY in six instances. 
Ms. ABZUG in 10 instances. 
Mr. KocH in three instances. 
Mr. ZABLOCKI in two instances. 
Mr. McFALL. 
Mr. MOAKLEY in 10 instances. 
Mr. ASHLEY. 
Mrs. CHISHOLM. 

ADJOURNMENT 
Mr. SHARP. Mr. Speaker, I move that 

the House do now adjourn. 
The motion was agreed to; accord­

Ingly <at 4 o'clock and 15 minutes p.m.), 
the House adjourned until tomorrow, 
Wednesday, January 15, 1975, · at 
12 o'clock noon. 

EXECUTIVE COMMUNICATIONS, 
ETC. 

Under clause 2 of rule XXIV, executive 
communications were taken from the 
Speaker's table and '!'eferred as follows: 

1. A letter from the President of the United 
States, transmitting notice of actions pro­
posed to be taken under the Trade Act of 
1974 (H. Doc. No. 94-8); to the Committee 
on Ways and Means and ordered to be 
printed. 

2. A letter from the President of the United 
States, transmitting notice of his Intention 
to exercise the authority granted in section 
506(a) of the Foreign Assistance Act of 1961, 
as amended, to order defense articles and 
services for military assistance to Cambodia, 
pursuant to section 652 of the act; to the 
Committee on Foreign Affairs. 

3. A letter from the Deputy Assistant Sec­
retary of Agriculture, transmitting the an­
nual report of the Cooperative State Research 
Service for fiscal year 1974, pursuant to sec· 
tlon 10 of Public Law 88-74; to the Commit· 
tee on Agriculture. 

4. A letter from the Director, Office of 
Management and Budget, Executive Office 
of the President, tra:dsmitting a cumulative 
report on rescissions and deferrals of budg­
et authority for fiscal year 1975 as of Janu­
ary 1, 1975, pursuant to section 1014(e) of 
Public Law 93-344 (H. Doc. No. 94-10); to 

the Committee on Appropriations and or­
dered to be printed. 

5. A letter from the Deputy Director, Of­
fice of Management and Budget, Executive 
Office of the President, transmitting a report 
that the appropriation to the Department 
of Health, Education, and Welfare for "In­
dian Health Services" for fiscal year 1975, has 
been apportioned on a basis which indicates 
the necessity for a supplemental estimate of 
appropriation, pursuant to section 3679 
(e) (2) of the Revised Statutes; to the Com­
mittee on Appropriations. 

6. A letter from the Deputy Director, 
Office of Management and Budget, Executive 
Office of the President, transmitting a re­
port that the appropriation to the Veterans 
Administration for "Medical Care" for fiscal 
year 1975, has been apportioned on a basis 
which indicates the necessity for a supple­
mental estimate of appropriation, pursuant 
to section 3679(e) (2) of the Revised Stat­
utes; to the Committee on Appropriations. 

7. A letter from the Chairman, Equal Em­
ployment Opportunity Commission, trans­
mitting a report of a violation of the Anti­
deficiency Act, pursuant to section 3679 
(1) (2) of the Revised Statutes; to the Com­
mittee on Appropriations. 

8. A letter from the Chairman, Equal Em­
ployment Opportunity Commission, trans­
mitting a supplemental report on a viola­
tion of the Antideficiency Act during fiscal 
year 1974 by the Commission, pursuant to 
31 u.s.a. 665(i) (2); to the committee on 
Appropria tlons. 

9. A letter from the Chairman, U.S. Con­
sumer Product Safety Commission, trans­
mitting a copy of a letter to the Office of 
Management and Budget concerning a fiscal 
year 1975 supplemental appropriation for 
the Commission, pursuant to section 27 
(k) (1) of Public Law 92-573; to the Com­
mittee on Appropriations. 

10. A letter from the Deputy Assistant 
Secretary of Defense (Installations and 
Housing), transmitting a report on military 
construction projects placed under contract 
In fiscal year 1974 in which it was necessary 
to exceed the amount authorized for the 
project by Congress by more than 25 per­
cent or to reduce the project scope In order 
to award within the authorization, pursu­
ant to section 603(d) of Public Law 93-166; 
to the Committee on Armed Services. 

11. A letter from the Deputy Assistant Sec­
retary of Defense (Military Personnel Policy), 
transmitting a report on former military and 
civilian officials and current Department of 
Defense employees who have filed reports 
pertaining to employment by defense con­
tractors, covering fiscal year 1974, pursuant 
to section 410(d) of Public Law 91-121; to 
the Committee on Armed Services. 

12. A letter from the Under Secretary of 
the Army, transmitting the annual report of 
the U.S. Soldiers' and Airmen's Home for fis­
cal year 1973, pursuant to the act approved 
March 3, 1883, as amended [24 u.s.a. 59]; 
to the Committee on Armed Services. 

13. A letter from the Chairman, Defense 
Manpower Commission, transmitting a re­
port on activities of the Commission; to the 
Committee on Armed Services. 

14. A letter from the Board of Governors 
of the Federal Reserve System, transmitting 
the sixth annual report of the Board of Gov­
ernors on truth in lending, covering 1974, 
pursuant to section 114 of the Truth in Lend­
ing Act (15 u.s.a. 1613]; to the Committee on 
Banking, Currency and Housing. 

15. A letter from the President and Chair­
man, Export-Import Bank of the United 
States, transmitting a report on loan, guaran­
tee, and insurance transactions to Yugoslavia, 
Romania, the Union of Soviet Socialist Re­
publics, and Poland during October 1974; to 
the Committee on Banking, Currency, and 
Housing. 

16. A letter from the Chairman, U.S. Con­
sumer Product Safety Commission, trans­
mitting a report on the safe level of lead in 

residential paint, pursuant to section 3 of 
Public Law 93-151; to the Committee on 
Banking, Currency and Housing. 

17. A letter from the Acting Executive Di­
rector, National Commission on Productivity 
and Work Quality, transmitting a report on 
activities of the Commission; to the Com­
mittee on Banking, Currency and Housing. 

18. A letter from the Chairman, Cost Ac­
counting Standards Board, transmitting a 
proposed cost accounting standard entitled 
"Part 408--Accounting for Costs of Com­
pensated Personal Absence," pursuant to sec­
tion 719(h) (3) of the Defense Production 
Act of 1950, as amended by Public Law 91-
379; to the Committee on Banking, Currency 
and Housing. 

19. A letter from the Chairman, The Dis­
trict of Columbia City Council, transmitting 
the annual report concerning the District 
of Columbia Council's functions during the 
period July 1, 1973 through June 30, 1974, 
pursuant to section 402(10) of Reorganiza­
tion Plan No. 3 of 1967 (1 DCC 238); to the 
Committee on The District of Columbia. 

20. A letter from the Executive Secretary, 
Public Service Commission of the District 
of Columbia, transmitting the 61st annual 
report of the Commission, covering calendar 
year 1973, pursuant to section 8 of the act of 
March 4, 1913; to the Committee on the 
District of Columbia. 

21. A letter from the Vice President and 
General Manager, Chesapeake and Potomac 
Telephone Co., transmitting a report of re­
ceipts and expenditures for the year 1974, 
pursuant to 33 Stat. 376; to the Committee 
on the District of Columbia. . 

22. A letter from the Secretary of Health, 
Education, and Welfare, transmitting the 
report of the National Center for Deaf-Blind 
Youths and Adults, covering calendar year 
1972, pursuant to section 16(c) (2) of the 
Vocational Rehabilltation Act [~9 U.S.C. 
42(a) (2)]; to the Committee on Education 
and Labor. 

23. A letter from the Executive Secretary, 
Department of Health, Education, and Wel­
fare, transmitting notice of proposed rule­
making for the Family Educational Rights 
and Privacy Act of 1974, pursuant to section 
431 (d) of the General Educational Provi­
sions Act, as amended by section 509 (a) ( 1 ) 
of Public Law 93-380; to the Committee on 
Education and Labor. 

24. A letter from the Under Secretary of 
Health, Education, and Welfare, transmitting 
notice of proposed rulemaking for the Ethnic 
Heritage Studies program, pursuant to sec­
tion 431 (d) ( 1) of the General Education 
Provisions Act, as amended [20 u.s.a. 1232 
(d) ( 1) ] ; to the Committee on Education and 
Labor. 

25. A letter from the Under Secretary of 
Health, Education, and Welfare, transmitting 
notice of proposed rulemaking for Financial 
Assistance for Supplementary Centers and 
Services, Gul~ance, Counseling and Testing 
program~. pursuant to section 431(d) of the 
General Education Provisions Act, as amend­
ed by section 509(a) (1) of Public Law 93-
380 [H.R. 69]; to the Committee on Edu­
cation and Labor. 

26. A letter from the Under Secretary of 
Health, Education, and Welfare, transmit­
ting notice of proposed regulations for Ex­
emplary Projects in Vocational Education, 
Additional Criteria for Selection of Appli­
cants in fiscal year 1975, pursuant to section 
431(d) of the General Education Provisions 
Act, as amended by section 509 (a) ( 1) of 
Public Law 93-380 (H.R. 69]; to the Com­
mittee on Education and Labor. 

27. A letter from the Under Secretary of 
Health, Education, and Welfare, transmitting 
notice of proposed amendments to regula­
tions governing the Veterans' Cost-of-In­
struction Payments program, · pursuant to 
section 431 (d) of the General Education 
Provisions Act, as amended by section 509 
(a) (1) of Public Law 93-380 [H.R. 69]; to the 
Committee on Education and Labor. 
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28. A letter from the Under Secretary of 

Health, Education, and Welfare, transmitting 
a report concerning regulations governing 
Financial Assistance for Strengthening In­
struction in Academic Subjects in Public 
Schools, pursuant to section 431 (d) of the 
General Education Provisions Act, as amend­
ed by section 509(a) (1) of Public Law 93-
380 [H.R. 69]; to the Committee on Educa­
tion and Labor. 

29. A letter from the Commissioner on 
Aging, Department of Health, Education, and 
Welfare, transmitting a report on the state 
of the art of transportation for the elderly, 
pursuant to section 412(a) of the Older 
Americans Act of 1965, as amended; to the 
Committee on Education and Labor. 

30. A letter from the Chairman, National 
Commission on Libraries and Information 
Science, transmitting the third annual re­
port of the Commission, pursuant to section 
5(a) (7) of Public Law 91-345, as amended; 
to the Committee on Education and Labor. 

31. A letter from the Assistant Secretary of 
State for Congressional Relations, transmit­
ting notice of the intention of the Depart­
ment of State to consent to a request by the 
Government of Iran for permission to trans­
fer certain aircraft to a friendly government, 
pursuant to section 3(a) of the Foreign Mili­
tary Sales Act, as amended; to the Commit­
tee on Foreign Affairs. 

32. A letter from the Assistant Secretary of 
Defense (Legislative Affairs), transmitting a 
report on the effectiveness of U.S. military 
aid to Israel in the Arab-Israeli war of 1973, 
pursuant to section 5 of Public Law 93-199; 
to the Committee on Foreign Affairs. 

33. A letter from the Secretary of Com­
merce, transmitting a report on export ad­
ministration for the second quarter of 1974, 
pursuant to the Export Administration Act of 
1969, as amended [50 U.S.C. App. 2409); to 
the Committee on Foreign Affairs. 

34. A letter from the Comptroller, Defense 
Security Assistance Agency, transmitting a 
quarterly report foreign milltary sales letters 
of offer, pursuant to section 36(a) (1) and 
(2) of the Foreign Military Sales Act, as 
amended [22 U.S.C. 2776(a) ); to the Com­
mittee on Foreign Affairs. 

35. A letter from the Comptroller, Defense 
Security Assistance Agency, transmitting a 
statement of the intention of the Department 
of the Air Force to sell certain defense ar­
ticles to the Government of Iran, pursuant to 
section 36(b) of the Foreign Military Sales 
Act, as amended by section 45(a) (5) of Pub­
lic Law 93-559; to the Committee on Foreign 
Affairs. 

36. A letter from the Acting Comptroller, 
Defense Security Assistance Agency, trans­
mitting a report on sales to less developed 
countries, pursuant to section 35{b) of the 
Foreign M1litary Sales Act of 1968 [22 U.S.C. 
2775(b) ]; to the Committee on Foreign Af­
fairs. 

37. A letter from the Assista):lt Legal Ad­
viser for Treaty Affairs, Department of 
State, transmitting copies of international 
agreements other than treaties entered into 
by the United States, pursuant to Public 
Law 92-403; to the Committee on Foreign 
Affairs. 

38. A letter from the Acting Assistant 
Legal Adviser for Treaty Affairs, Department 
of State, transmitting copies of international 
agreements other than treaties entered into 
by the United States, pursuant to Public 
Law 92-403; to the Committee on Foreign 
Affairs. 

39. A letter from the Secretary of the 
Treasury, transmitting the combined state­
ment of receipts, expenditures, and balances 
of the U.S. Government for fiscal year 1974, 
pursuant to 31 U.S.C. 66b and 1029; to the 
Committee on Government Operations. 

40. A letter from the Chairman, Commit­
tee for Purchase from the Blind and Other 
Severely Handicapped, transmitting the an­
nual report of the activities of the commit-

tee for fiscal year 1974, pursuant to section 
1 (i) of Public Law 92-28; to the Committee 
on Government Operations. 

41. A letter from the Clerk, U.S. House 
of Representatives, transmitting a list of 
reports which it is the duty of any officer 
or department to make to Congress, pur­
suant to rules III, clause 2, of the Rules 
of the House of Representatives (H. Doc. 
No. 94-7); to the Committee on House Ad­
ministration and ordered to be printed. 

42. A letter from the Sergeant at Arms, U.S. 
House of Representatives, transmitting his 
annual report of funds drawn by him, the ap­
plication and disbursement of the sums, and 
balances remaining in his hands as of Jan­
uary 10, 1975, pursuant to 2 U.S.C. 84; to 
the Committee on House Administration. 

43. A letter from the Secretary of the In­
terior, transmltting the ninth annual report 
on the minerals exploration assistance pro­
gram, pursuant to Public Law 85-701, as 
amended [30 U.S.C. 645]; to the Committee 
on Interior and Insular Affairs. 

44. A letter from the Acting Secretary of 
the Interior, transmitting a plan for the 
assumption of the assets of Menominee En­
terprises, Inc., pursuant to the requirements 
of section 6 of the Act of December 22, 1973, 
[Public Law 93-197); to the Committee on 
Interior and Insular Affairs. 

45. A letter from the Assistant Secretary of 
the Interior, transmitting descriptions of 
four projects tentatively selected for funding 
through grants, contracts, and matching or 
other arrangements with educational insti­
tutions, private foundations or other insti­
tutions, and with private firms, pursuant to 
section 200(b) of the Water Resources Re­
search Act of 1964 [42 U.S.C. 1961b(b) 1; to 
the Committee on Interior and Insular Af­
fairs. 

46. A letter from the Deputy Assistant Sec­
retary of the Interior, transmitting a pro­
posed contract with Foster-Mlller Associates, 
Inc., Waltham, Mass., for a research project 
entitled "Development of Conical Stabllizers 
for Pilot Hole Dr1lling", pursuant to Public 
Law 89-672; to the Committee on Interior 
and Insular Affairs. 

47. A letter from the Deputy Assistant Sec­
retary of the Interior, transmitting notice of 
the receipt of three project proposals under 
the Small Reclamation Projects Act of 1956, 
pursuant to section 10 of the act [43 U.S.C. 
422j); to the Committee on Interior and In­
sular Affairs. 

48. A letter from the Chairman, Indian 
Claims Commission, transmitting the final 
determination of the Commission in docket 
No. 95, the Sac and Fox Tribe of Indians of 
Oklahoma, the Sac and Fox Tribe of Missouri, 
the Sac and Fox Tribe of Mississippi in Iowa, 
et al., plaintiffs versus The United States of 
America, defendant, pursuant to 25 U.S.C. 
70t; to the Committee on Interior and Insular 
Affairs. 

49. A letter from the Chairman, Indian 
Claims Commission, transmitting the final 
determination of the Commission in docket 
No. 326-G, Gila River Pimea-Maricopa Indian 
Community, et al., plaintiff versus The 
United States of America, defendant, pur­
suant to 25 U.S.C. 70t; to the Committee on 
Interior and Insular Affairs. 

50. A letter from the Chairman, Indian 
Claims Commission, transmitting the final 
determination of the Commission in docket 
No. 350-B, The three affiliated tribes of the 
Fort Berthold Reservation, plaintiffs, versus 
The United States of America, defendant, 
pursuant to 25 U.S.C. 70t; to the Committee 
on Interior and Insular Affairs. 

51. A letter from the Secretary of Com­
merce transmitting the 62d annual report of 
the Secretary of Commerce for the fiscal year 
ended June 30, 1974, pursuant to 15 U.S.C. 
1519; to the Committee on Interstate and 
Foreign Commerce. 

52. A letter from the Secretary of Health, 
Education, and Welfare, transmitting the 

second annual report of the National Health 
Service Corps, covering calendar year 1973, 
pursuant to Public Law 92-585; to the Com­
mittee on Interstate and Foreign Commerce. 

53. A letter from the Chairman, Federal 
Power Commission, transmitting the report 
on permits and licenses issued for hydroelec­
tric projects, together with financial state­
ments and names and compensation of em­
ployees of the Commission, for fiscal year 
1974, pursuant to section 4(d) of the Federal 
Power Act [16 U.S.C. 797(d) ); to the Com­
mittee on Interstate and Foreign Commerce. 

54. A letter from the Chairman, Consumer 
Product Safety Commission, transmitting 
technical schedules for the Commission's fis­
cal year 1976 budget, pursuant to section 27 
(k) (1) of Public Law 92-573; to the Commit­
tee on Interstate and Foreign Commerce. 

55. A letter from the Chairman, U.S. Con­
sumer Product Safety Commission, trans­
mitting a copy of a report from the Commis­
sion to the Office of Management and Budget 
on salaries and expenses for the Commis­
sion's health-related programs, pursuant to 
section 27(k) (1) of Public Law 92-573; to 
the Committee on Interstate and Foreign 
Commerce. 

56. A letter from the Chairman, U.S. Con­
sumer Product Safety Commission, trans­
mitting a copy of a letter from the Coni­
mission to the Office of Management and 
Budget proposing legislative changes re­
quired to implement the shift to the new 
fiscal year, pursuant to section 27(k) (2) of 
Public Law 92-573; to the Committee on In­
terstate and Foreign · Commerce. 

57. ·A letter from the Vice President for 
Government and Public Affairs, National 
Railroad Passenger Corporation, transmit­
ting the financial report of the Corpora­
tion for the month of September 1974, pur­
suant to section 308{a) (1) of the Rail Pas­
senger Service Act of 1970, as amended; to 
the Committee on Interstate and Foreign 
Commerce. 

58. A letter from the Vice President for 
Government and Public Affairs, National 
Railroad Passenger Corporation, transmitting 
a report on the number of passengers per 
day on board each train operated, and the 
on-time performance at the final destination 
of each train operated, by route and by rail­
road, for the month of November 1974, pur­
suant to section 308(a) {2) of the Rail 
Pas!ltlnger Service Act of 1970, as amended, to 
the Committee on Interstate & Foreign Com­
merce. 

59. A letter from the Director, Federal Bu­
reau of Investigation, U.S. Department of 
Justice, transmitting the 1974 annual re­
port of the Bureau; to the Committee on the 
Judiciary. 

60. A letter from the Administrator, Law 
Enforcement Assistance Administration, U.S. 
Department of Justice, transmitting the 
sixth annual report of the Law Enforcement 
Assistance Administration, covering fiscal 
year 1974, pursuant to section 519 of Pub­
lic Law 90-351, as amended by Public Law 
93-83; to the Committee on the Judiciary. 

61. A letter from the Commissioner, Im- . 
migration and Naturalization Service, U.S. 
Department of Justice, transmitting reports 
concerning visa petitions approved according 
certain beneficiaries third and sixth p~efer­
ence classification, pursuant to sootion 204(d) 
of the Immigration and Nationality Act, as 
amended [8 U.S.C. 1154(d) ]; to the Com­
mittee on the Judiciary. 

62. A letter from the Commissioner, Im­
migration and Naturalization Service De­
partment of Justice, transmitting copies of 
orders entered in the case of certain aliens 
found admissible to the United States, pur­
suant to sootion212(a) (.28) (I) (11) of the Im­
migration an.d Nationality Act (8 U.S.C. 1182 
(a) (28) (I) (11) {b)]; to the Committee on the 
Judiciary. 

63. A letter from the Commissioner, Im-
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migration and Naturalization Service, De· 
partment of Justice, transmitting copies of 
orders entered in cases in which the author­
ity contained in section 212(d) (3) of the 
Immigration and Nationality Act was exer­
cised in behalf of certain aliens, pursuant to , 
section 212(d) (6) of the act [8 u.s.a. 1182 
(d) (6) ]; to the Committee on the Judiciary. 

64. A letter from the Commissionelr, Im­
migration and Natural12iation Service, De­
partment of Justice, transmitting copies or 
orders pntered in the cases of certain aliens 
under the authority contained in section 
13(b) of the act of September 11, 1957, pur­
suant to section 13(c) of the act [8 u.s.a. 
1255b(c) ]; to the Committee on the Judi­
ci.ary. 

65. A le·tter from the National Executive 
Director, American Veterans of Wocld War II, 
Korea, and Vietnam, transmitting the finan­
cial statement of AMVETS as of August 31, 
1974; to the Committee on the Judiciary. 

66. A letter from the Chairman, Board of 
Directors, Future Farmers of America, trans­
mitting the audit of the accounts of the 
Future Farmers of America for the fiscal 
year ending June 30, 1974, pursuant to sec­
tion 2 and 3 of Public Law 88-504; to the 
Committee on the Judiciary. 

67. A letter from the National Director 
of Administration and Services, Marine 
Corps League, transmitting the annual re­
port of the league; to the Committee on the 
Judiciary. 

68. A letter from the Secretary, Smithson­
ian Institution, transmitting a report on en­
dangered and threatened plant species of the 
United States, pursuant to section 12 of 
Public Law 93-205; to the Committee on 
Merchant Marine and Fisheries. 

69 . A letter from the Director, Fish and 
Wildlife Service, Department of the Interior, 
transmitting a report on Federal and State 
sport fish production policies; to the Com­
mittee on Merchant Marine and Fisheries. 

70. A letter from the Secretary of the 
Treasury, transmitting a report on the ex­
perience of Federal agencies under the pro­
gram for self-insuring fidelity losses of Fed­
eral personnel, covering fiscal year 1974, pur­
suant to section 103 of the act of June 6, 
1972 [31 u.s.a. 1203]; to the Commt.ttee on 
Post Office and Civil Service. 

71. A letter from the Director of Pe·rsonnel, 
Department of Commerce, transmitting are­
port of scientific and professional positions 
established in the Department as of Decem­
ber 1974, pursuant to 5 u.s.a. 3104(c); to 
the Committee on Post Office and Civil 
Service. 

72. A letter from the Director, Administra­
tive Office of the U.S. Courts, transmitting 
a report on a change in a GS- 17 position allo­
cated to the Office, pursuant to 5 U.S.C. 
5114 (a); to the Committee on Post Office and 
Civil Service. 

73. A letter from the Act.ing Assistant Sec­
retary of Commerce for Economic Develop­
ment, transmitting the annual report of the 
Economic Development Administration for 
fiscal year 1974, pursuant to 42 u.s.a. 3217; 
to the Committee on Public Works and 
Transportation. 

74. A letter from the Secre,tary of Trans­
portation, transmitting the annual report on 
r a ilroad-highway demonstration projects, 
pursuant to section 163 (j) of the Federal-Aid 
Highway Act of 1973 (Publlc Law 93-87) (H. 
Doc. No. 94-11); to the Committee on Publlc 
Works and Transportation and ordered to be 
printed with illustrations. 

75. A letter from the Secretary of Trans­
portation, transmitting the annual report for 
fiscal year 1974 on the Urban Area Traffic 
Operations Improvement (TOPICS) program, 
pursuant to 23 U.S.C. 135(d); to the Commit­
tee on Public Works S~.nd Transportation. 

76. A letter from the Secretary of Trans­
portation, transmitting the fourth annual 
report of the Special Bridge Replacement 
Program, pursuant to section 204 of Public 

Law 91-605 [23 u.s.a. 144(h) ] to the Com­
mittee on Public Works and Transportation. 

77. A letter from the Board of Directors 
of the Tennessee Valley Authority, transmit­
ting the 41st Annual Report of the Ten­
nessee Valley Authority, covering fiscal year 
1974, pursuant to 16 u.s.a. 831h; to the 
Committee on Public Works and Transporta­
tion. 

78. A letter from the Acting Chairman, 
Civil Aeronautics Board, transmitting a 
copy of the annual report of the Board cov­
ering fiscal year 1973; to the Committee on 
Public Works and Transportation. 

79. A letter from the Administrator of 
Generel Services, transmitting a prospectus 
which proposes construction of a courthouse 
and Federal Office Building and a parking 
facility in East St. Louis, Ill., pursuant to 
Public Buildings Act of 1959, as amended; 
to the Committee on Public Works and 
Transport;ation. 

80. A letter from the Administrator, Na­
tional Aeronautics and Space Administra­
tion, transmitting a list of the present and 
f·ormer NASA employees who have filed re­
ports pertaining to their NASA and aero­
space-relwted industry employment for fiscal 
year 1974, pursuant to section 6 of Public 
Law 91-119, as amended; to the Committee 
on Science and Technology. 

81. A letter from the Secretary of Housing 
and Urban Development and the Administra­
tor, National Aeronautics and Sp,ace Admin­
istration, transmitting a preliminary pro­
gram plan for development and demonstra­
tion of solru- heating and combined solar 
heating and cooling systems for residences, 
pursuant to section 12(d) Public Law 93-
409; to the Committee on Science and Tech­
nology. 

82. A le·tter from the Assistant Secretary 
of Defense (Installaitions and Logistics) , 
transmitting a report on Department of De­
fense procuren1ent from small and other 
business firms for July-October, 1974, pur­
suant to section 10(d) of the Small Business 
Aot, as amended; to the Committee on Small 
Business. 

83. A letter from the Secretary of the 
Treasury, transmitting the annuii.l report on 
the stwte of the finances of the u.s. Govern­
ment for fiscal yea~~: 1974, pursuant to 3,1 
U.S.C. 1027; to the Oommittee on Ways and 
Means and ordered to be printed with illus­
trations. 

84. A letter from the Secretary of Health, 
Education, and Welfare, transmitting the an­
nual repon; on public advisory committees, 
pursuant to section 1114(f) of the Soclal 
Security Act; to the Committee on Ways and 
Means. 

85. A letter from the Chairman, United 
States Tariff Oommission, transmitting the 
annual repO!rt of the Commission on the op­
erwtion of the trade agreements program, 
oove,ring the calend·ar year 1973, pursuant to 
section 402(13) of the Trade Expansion Act of 
1962; to the Committee on Ways and Means. 

86. A letter from the Chairman, Atomic 
Energy Commission, transmitting proposed 
additional amounts of special nuclear ma­
terial and periods of time during which such 
amounts may be distributed to the Euro­
pean Atomic Energy Community (Euratom), 
pursuant to section 54(a) of the Atomic 
Energy Act of 1954, as amended; to the Joint 
Committee on Atomic Energy. 

87. A letter from the Chairman, Atomic 
Energy Commission, transmitting proposed 
additional amounts of special nuclear mate­
rial and periods of time during which such 
amounts may be distributed to the Interna­
tional Atomic Energy Agency, pursuant to 
section 54 (a) of the Atomic Energy Act of 
1954, as amended; to the Joint Committee 
on Atomic Energy. 

88. A letter from the Secretary of the In­
terior, transmitting the annual report of 
the Office of Coal Research, pursuant to 30 
U.S.C. 667 (Public Law 86-599, Sec. 7); joint-

ly, to the Committees on Interior and Insular 
Affairs and Science and Technology. 

89. A letter from the Chairman, Interstate 
Commerce Commission, transmitting the 
88th Annual Report of the Commission for 
the Fiscal Year 1974, pursuant to the 'Inter­
state Commerce Act (49 u.s.a. 21); jointly, 
to the Committee on Interstate and Foreign 
Commerce and Public Works and Transporta­
tion. 
RECEIVED FROM THE COMPTROLLER GENERAL 

90. A letter from the Comptroller Gen­
eral of the United States, transmitting a 
supplemental report on a proposed rescis­
sion of budget authority transmitted as a 
deferral (No. D75-48) by the President on 
October 4, 1974, pursuant to section 1015(b) 
of Public Law 93-344 (H. Doc. No. 94-14); to 
the Committee on Appropriations and or­
dered to be printed. 

91. A letter from the Acting Comptroller 
General of the United States, transmitting 
his review of the proposed resci.ssion and de­
ferral actions contained in the message from 
the President dated November 26, 1974, pur­
suant to section 1014 (b) and (c) of Public 
Law 93-344 (H. Doc. No. 94-15); to the Com­
mittee on Appropriations and ordered to be 
printed. 

92. A letter from the Comptroller General 
of the United States, transmitting his opin­
ion of the legal authority for each of the 
deferrals of budget authority proposed by 
the President in his first four special mes­
sages to Congress under the Impoundment 
Control Act of 1974, pursuant to section 
1014(b) (2) (B) of the act (H. Doc. No. 94-16); 
to the Committee on Appropriations and or­
dered to be printed. 

93. A letter from the Comptroller General 
of the United States, transmitting a report on 
achievements, problems, and uncertainties 
in isolating high-level radioactive waste from 
the environment by the Atomic Energy Com­
mission; to the Committee on Government 
Operations. 

94. A letter from the Comptroller General 
of the United States, transmitting a report 
on the need to improve the long-term impact 
of the Law Enforcement Assistance Admin­
istration grant program; to the Committee 
on Government Operations. 

95. A letter from the Comptroller General 
of the United States, transmitting a report 
on the progress and problems of Federal 
library support programs; to the Committee 
on Government Operations. 

96. A letter from the Comp-troller General 
of the United States, transmitting a report 
on life cycle cost estimating-its status and 
potential use in major weapon system acqui­
sitions by the Department of DMense; to 
the Comm.ittee on Government Operations. 

97. A letter from the Comptroller General 
of the United States, transmitting a report 
on efforts to stop narcotics and da.ngerous 
drugs coming from and through Mexico and 
Central America; to the Committee on Gov­
ernment Ope.rations. 

98. A letter from the Comptroller General 
of the United states, transmitting a report 
on tJle role of Federal assistance for voca­
tional education; to the Committee on Gov­
ernment Operetions. 

99. A letter from the Comptroller General 
of the United States, transmitting a report 
on how management of Federal Supply Serv­
ice procurement programs can be improved 
by the General Services Administration; to 
the Committee on Government Operations. 

100. A letter from the Comptroller Gen­
eral of the United States, transmitting a 
report on national rural development efforts 
and the impact of Federal programs on a. 12-
county rural ,area. in South Dakota; to the 
Committee on Government Operations. 

101. A letter from the Comptroller General 
of the United St91tes, transmitting a report 
on the need for a uniform method for pay­
ing interest on Government trust funds; to 
the Committee on Government Operations. 
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102. A letter from the Comptroller Gen­
eral of the United states, transmitting a re­
port on the substantial staff and cost reduc­
tions possible at mllitary telecommunica­
tions centers. through use of uniform staffing 
standards; to the Committee on Government 
Operations. 

103. A letter from the Comptroller Gen­
eral of the United States, transmitting an 
analysis of the Department of the Navy's com­
ments on the recommendations of the Comp­
troller General for improving the manage­
ment and reducing the cost of the ship trans­
fer program; jointly, to the Committees on 
Government Operations and Armed Services. 

104. A letter from the Comptroller Gen­
eral of the United States, transmitting a 
report on improvemelllts needed to seed im­
plementation of medicaid's early and pe­
riodic screening, diagnosis, and treatment 
program; jointly, to the Committees on In­
terstate and Foreign Commerce and Ways 
and Means. 

REPORTS OF COMMITTEES ON PUB­
LIC Bn.LS AND RESOLUTIONS 

Under clause 2 of rule xm, reports of 
committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

[Submitted Jan. 2, 1975] 
Mr. RODiNO: Committee on the Judici9.ry. 

Report on the activities of the Committee 
on the Judiciary during the 93d Congress 
(Rept. No. 93-1667). Referred to the House 
Calendar. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 4 of rule XXII, public 
bills and resolutions were introduced and 
severally referred as follows: 

By Mi'. ULLMAN: 
H.R. 1. A bill to estlabllsh a new program of 

comprehensive health care benefits (includ­
ing catastrophic covera.ge) and heal•th care 
delivery to be aV'allilible to all residents of the 
United States, financed by payroll deduc­
tions. employer contributions, and tax cred­
its, and for other purposes; to the Commit­
tee on Ways and Means. 

By Mr. FLYNT: 
H.R. 2. A bill to establish a Depailtment of 

Education; to the Committee on Govern­
ment Operations. 

By Mrs. SULLIVAN: 
H.R. 3. A bill to authorize appropriations 

for the fiscal year 1975 for certain maritime 
programs of the Department of Commerce; 
to the CQIIUilittee on Merchant Marine and 
Fisheries. 

By Mr. TEAGUE: 
H .R. 4. A bill to establish university coal 

re.search laboratories and to establish energy 
resource fellO'Wships, and for other purposes; 
to the Committee on Science and Tech­
nology. 

By Mr. BURKE of Massachusetts: 
H .R . 5. A bill to amend the Internal Reve­

nue Code of 1954 to encourage higher educa­
tion, and particularly the private funding 
thereof, by authorizing a deduction from 
gross income of reasonable amounts contrib­
uted to a qualified higher education fund es­
tablished by the taxpayer for the purpose of 
funding the higher education of his de­
pendents; to the Committee on Ways and 
Means. 

By Mr. BROOKS: 
H.R. 6. A bill to revise certain provisions 

relating to per diem and mileage expenses of 
Government employees and disabled veter­
ans, and for other purposes; to the Commit­
tee on Government Operations. 

By Mr. PERKINS: 
H.R. 7. A bill to revise the black lung bene­

fit program to transfer the residual liability 
for the payment of benefits under such pro-

gram from the Federal Government to the 
coal industry, and for other purposes; to the 
Committee on Education and Labor. 

By Mr. DENT (for himself, Mr. PER­
KINS, Mr. FLOOD, Mr. CARNEY, Mr. 
SHIPLEY, Mr. BEVILL, Mr. McDADE, 
and Mr. MOLLOHAN) : 

H.R. 8. A bill to revise the black lung bene­
fits program to transfer the residual liability 
for the payment of benefits under such pro­
gram from the Federal Government to the 
industry, and for other purposes; to the 
Committee on Education and Labor. 

By Mr. RODINO: 
H.R. 9. A bill to regulate and foster com­

merce among the States by providing a sys­
tem for the taxation of interstate com­
merce; to the Committee on the Judiciary. 

By Mr. MOSS (for himself, Mr. STAG­
GERS, Mr. DINGELL, Mr. VAN DEERLIN, 
Mr. RooNEY, Mr. STUCKEY, Mr. EcK­
HARDT, Mr. CARNEY, Mr. METCALFE, 
Mr. MoFFETI, and Mr. En..BERG): 

H.R. 10. A bill to amend the Securities 
Exchange Act of 1934 to remove barriers to 
competition, to foster the development of a 
national securities market system and a na­
tional clearance and settlement system, to 
make uniform the Securities and Exchange 
Commission's authority over securities in­
dustry regulatory organizations, and for 
other purposes; to the Committee on Inter­
state and Foreign Commerce. 

By Mr. McCOLLISTER: 
H.R. 11. A btll to amend the Federal Trade 

Commission Act to provide indemnification 
in certain instances by business firms to sales 
representatives for the unjustified termina­
tion of their jobs, and for other purposes; 
to the Committee on Interstate and Foreign 
Commerce. 

By Mr. JONES of Alabama (for him­
self, Mr. HARSHA, and Ms. ABZUG): 

H.R. 12. A bill to amend title 3, United 
States Code, to provide for the protection of 
foreign diplomatic missions, to increase the 
size of the Executive Protective Service, and 
for other purposes; to the Committee on 
Public Works and Transportation. 

By Mr. NIX: 
H.R. 13. A bill to provide for improved 

labor-management relations in the Federal 
service, and for other purposes; to the Com­
mittee on Post Ofiice and Civil Service. 

By Mrs. SULLIVAN: _ 
H.R. 14. A bill to establish a Consumer 

Savings Disclosure Act in order to provide 
for uniform and full disclosure of informa­
tion with respect to the computation and 
payment of earnings on certain savings de­
posits; to the Committee on Banking, Cur­
rency, and Housing. 

By Mr . . RAILSBACK (for himself and 
Mr. KASTEN MEIER) : 

H.R. 15. A bill to regulate lobbying and re­
lated activities; jointly, to the Committee on 
the Judiciary and Standards of -Official Con­
duct. 

By Mr. PERKINS: 
H.R. 16. A bill to assist the States and local 

educational agencies in providing educational 
programs of high quality in elementary and 
seconda,ry schools and to assist the States in 
equalizing educational opportunity, and for 
other purposes; to the Committee on Educa­
tion and Labor. 

By Mr. BENNETT: 
H.R. 17. A bill to authorize the establish­

ment of the Revolution's Southernmost Bat­
tlefields National Park; to the Committee on 
Interior and Insular Atfairs. 

H .R. 18. A bill to provide for disclosures by 
lobbyists, and for other purposes; to the Com­
mittee on Standards of Official Conduct. 

By Mr. PERKINS (for himself, Mr. 
QUIE, Mr. MEEDS, Mr. BELL, Mr. 
THOMPSON, Mr. EscH, Mr. DENT, Mr. 
ESHLEMAN, Mr. BRADEMAS, Mr. PEY­
SER, Mr. O'HARA, Mr. SARASIN, Mr. 
HAWKINS, Mr. PRESSLER, Mr. FORD Of 
Michigan, Mrs. MINK, Mr. PHILLIP 

BURTON, Mr. GAYDOS, Mr. CLAY, Mr. 
ANDREWS of North Carolina, Mr. LEH­
MAN, Mr. BENITEZ, Mr. BLOUIN, Mr. 
RISENHOOVER, and Mr. SIMON): 

H.R. 19. A bill to amend the Vocational 
Education Act of 1963; to the Committee on 
Education and Labor. 

By Mr. PERKINS (for himself, Mr. 
QUIE, Mr. CORNELL, Mr. ZEFER'E'l"I'I, 
Mr. MOTTL, and Mr. HALL) : 

H .R. 20. A blU to amend the Vocational 
Education Act of 1963; to the Committee on 
Education and Labor. 

By Mr. CORMAN (for himself, Mr. 
GREEN, Mr. HELSTOSKI, Mr. RANGEL, 
Mr. STARK, Mr. MIKVA, Mr. ANDER­
soN of California, Mr. BoLLING, Mr. 
BROWN of California, Mr. ECKHARDT, 
Mr. EDWARDS of California, Mr. FRA­
SER, Mr. HAWKINS, Mr. HECHLER Of 
West Virginia, Mr. McFALL, Mr. MAc­
DONALD of Massachusetts, Mr. MAD­
DEN, Mr. MEEDS, Mr. Moss, Mr. PEP­
PER, Mr. RODINO, Mr. ROYBAL, Mr. 
THOMPSON, Mr. UDALL, and Mr. VAN 
DEERLIN): 

H.R. 21. A bill to create a national system 
of health security; to the Committee on 
Ways and Means. 

By Mr. CORMAN (for himself, Ms. AB­
ZUG, Mr. ADDABBO, Mr. ANNUNZIO, Mr. 
ASHLEY, Mr. BADU..LO, Mr. BINGHAM, 
Mr. CARNEY, . Mrs. CHISHOLM, Mr. 
CLAY, Mr. CONYERS, Mr. DOMINICK V. 
DANIELS, Mr. En..BERG, Mr. FAUNTROY, 
Mr. FORD of Michigan, Mr. HARRING­
TON, and Ms. HOLTZMAN): 

H.R. 22. A bill to create a national system 
of health security; to the Committee on 
Ways and Means. 

By Mr. CORMAN (for himself, Mr. 
DIGGS, Mr. DRINAN, Mr. HOWARD, Mr. 
MOAKLEY, Mr. KOCH, Mr. LEHMAN, 
1\.fr. McCoRMACK, Mr. MURPHY of 
New York, Mr. NEDZI, Mr. NxX, Mr. 
OBERSTAR, Mr. RosENTHAL, Mr. ST 
GERMAIN, Mr. SEIBERLING, Mr. 
STOKES, and Mr. STUDDS) : 

H.R. 23. A bill to create a national system 
of health security; to the Committee on 
Ways and Means. 

By Mr. BOLAND: 
H.R. 24. A biH to preserve and promote the 

resources of the Connecticut River Valley, 
and for other purposes; to the Committee on 
Interior and Insular Affairs. 

By Mr. UDALL (for himself, Mrs. 
MINK, Mr. HAYS of Ohio, Mr. MELCH­
ER, Mr. RONCALIO, Mr. SEIBERLING, 
Mr. VIGORITO, Mr. BINGHAM, Mr. 
PHILLIP BURTON, Mr. DE LUGO, Mr. 
ECKHARDT, Mr. KASTENMEIER, Mr. 
MEEDS, Mr. REGULA, Mr. STEELMAN, 
Mr. TAYLOR of North Carolina, Mr. 
TSONGAS, Mr. ASHLEY, Mr. BADILLO, 
Mr. BRODHEAD, Mrs. COLLINS of Illi­
nois, Mr. CORMAN, Mr. DOMINICK V. 
DANIELS, Mr. EDWAKDS of California, 
and Mr. FRASER) : 

H.R. 25. A blll to provide for the coopera­
tion between the Secretary of the Interior 
and the States with respect to the regula­
tion of surface coal mining operations, and 
the acquisition and reclamation of aban­
doned mines, and for other purposes; to the 
Committee on Interior and Insular Affairs. 

By Mr. UDALL (for himself, Mrs. 
MINK, Mr. GunE, Mr. HELSTOSKI, Mr. 
HICKS, Mr. HOLLAND, Mr. HORTON, 
Mr. KREBS, Mr. LONG of Maryland, 
Mr. MAZZOLI, Mrs. MEYNER, Mr. NIX, 
Mr. NOWAK, Mr. PEPPER, Mr. PERKINS, 
Mr. REES, Mr. REuss, Mr. RIEGLE, Mr. 
RoDINo, Mr. RoE, Mr. RosENTHAL, 
Mr. ROUSH, Mr. RYAN, Mr. SARBANES, 
and Mr. SCHEUER) : 

H.R. 26. A bill to provide for the coopera­
tion between the Secretary of the Interior 
and the States with respect to the regulation 
of surface coal mining operations, and the 
acquisition and reclamation of abandoned 
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mines, and for other purposes; to the Com­
mittee on Interior and Insular Affairs. 

By Mr. UDALL (for himself, Mrs. 
MINK, Ms. ABZUG, Mr. ADAMS, Mr. 
AMBRO, Mr. AuCoiN, Mr. BRADE­
MAS, Mrs. BURKE of California, Mr. 
CARNEY, Mr. DANIELSON, Mr. ElL­
BERG, Mr. DOWNEY, Mr. EVANS Of 
Colorado, Mr. FoRD of Michigan, Mr. 
HARKIN, Mr. HARRINGTON, Miss 
HoLTZMAN, Mr. KARTH, Mr. KocH, Mr. 
MILLER of California, Mr. MINETA, 
Mr. MITCHELL of Maryland, Mr. 
MoRGAN, Mr. OBEY, and Mr. O'HARA) : 

H.R. 27. A bill to provide for the coopera­
tion between the Secretary of the Interior 
and · the States with respect to the regula­
tion of surface coal mining operations and 
the acquisition and reclamation of aban­
doned mines, and for other purposes; to the 
committee on Interior and Insular Affairs. 

By Mr. UDALL (for himself, Mrs. 
MINK, Mr. ANDERSON of California, 
Mr. DoDD, Mr. OTTINGER, Mr. PRICE, 
Mrs. SPELLMAN, Mr. RANGEL, Mr. 
SMITH of Iowa, Mr. STARK, Mr. 
THOMPSON, Mr. VAN DEERLIN, Mr. 
WEAVER, Mr. YoUNG of Georgia, and 
Mr. ZEFERETTI) : 

H.R. 28. A bill to provide for the coopera­
tion between the Secretary of the Interior 
and the States with respect to the regulation 
of surface coal mining operations, and the 
acquisition and reclamation of abandoned 
mines, and for other purposes; to the Com­
mtitee on Interior and Insular Affairs. 

By Mr. REUSS: 
H.R. 29. A bill to provide for greater home­

ownership opportunities for middle-income 
families and to encourage more efficient 
use of land and energy resources; to the Com­
mittee on Banking, currency, and Housing. 

By Mr. ULLMAN (for himself, Mr. 
TAYLOR of North Carolina, Mr. 
MEEDS, Mr. ADAMS, Mr. AuCoiN, Mr. 
BINGHAM, Mr. DoN H. CLAUSEN, Mr. 
DE LuGo, Mr. DuNCAN of Oregon, Mr. 
HicKs, Mr. JoNEs of Oklahoma, Mr. 
KASTENMEIER, Mr. MCCORMACK, Mr. 
MILLER of Dalifornia, Mrs. MINK, 
Mr. PRITCHARD, Mr. SEIBERLING, Mr. 
STEELMAN, Mr. STEPHENS, Mr. UDALL, 
Mr. WEAVER, and Mr. WoN PAT) : 

H.R. 30. A bill to establlsh the Hells Canyon 
National Recreation Area in the States of 
Oregon, Idaho, and Washington, and for 
other purposes; to the Committee on Interior 
and Insular Affairs. 

By Mr. EDWARDS of California (for 
himself and Mr. WIGGINS) : 

H.R. 31. A bill to establish a uniform law 
on the subject of bankruptcies; to the Com­
mittee on the Judiciary. 

H.R. 32. A bill to establish a uniform law 
on the subject of bankruptcies; to the Com­
mittee on the Judiciary. 

By Mr. BURKE of Massachusetts: 
H.R. 33. A bill to amend the Social secu­

rity Act and the Internal Revenue Code of 
1954 to provide for Federal participation in 
the costs of the social security program, with 
e. substantial increase in the contribution 
and benefit base and wi·th appropriate reduc­
tions in social security taxes to reflect the 
Federal Government's participation in such 
costs; to the Committee on Ways and Means. 

By Mr. ASHLEY: 
H.R. 34. A bill to authorize temporary 

assistance to help defray mortgage payments 
on homes owned by persons who are tem­
porarily unemployed or whose incomes have 
been significantly reduced as the result of 
adverse economic conditions; to the Commit­
tee on Banking, Currency and Housing. 

By Mr. TEAGUE: 
H.R. 35. A bill to amend the National 

Environmental Policy Act of 1969 in order 
to encourage the establishment of, and to 
assist, State and regional environmental re­
search centers; to the Committee on Sci­
ence and Technology. 

H.R. 36. A bUl to regulate commerce and 
improve the efficiency of energy utilization 
by consumers by establishing the Energy 
Conservation Research and Development 
Corporation, and for other purposes; to .the 
Committee on Science and Technology. 

By Mr. TEAGUE (for himself, Mr. 
MOSHER, and Mr. SYMINGTON): 

H.R. 37. A bill to authorize appropriations 
to carry out the Standard Reference Data 
Act; to the Committee on Science and Tech­
nology. 

By Mr. RODINO: 
H.R. 38. A bill to permit the attorneys 

general of the several States to secure redress 
to the citizens and political subdivisions of 
their States for damages. and injuries sus­
tained by reason of unlawful restraints and 
monopolies; to the Committee on the Judi­
ciary. 

By Mr. RODINO (for hixnself and Mr. 
HUTCHINSON): 

H.R. 39. A bill to amend the Antitrust 
Civil Process Act to increase the effective­
ness of discovery in civil antitrust investiga­
tions, and for other purposes; to the Com­
mittee on the Judiciary. 

By Mr. BINGHAM: 
H.R. 40. A bUl to prohibit the importation, 

manufacture, sale, purchase, transfer, receipt, 
possession, or transportation of handguns, 
except for or by members of the Armed 
Forces, law enforcement officials, and, as au­
thorized by the secretary of the Treasury, li­
censed importers, manufacturers, dealers, an-

, tique collectors, and pistol clubs; to the Com­
mittee on the Judiciary. 

By Mr. THOMPSON (for hixnself, Mr. 
ANDERSON Of lllinois, Mr. ANNUNZIO, 
Mr. AsHBROOK, Mr. BELL, Mrs. BOGGS, 
Mr. BRADEMAS, Mr. DIGGS,. Mr. ECK­
HARDT, Mr. FuLTON, Mr. JONES of Ala­
bama, Mr. MILLER of Ohio, Mrs. 
:'!INK, Mr. NEDZI, Mr. PERKINS, Mr. 
QUIE, Mr. ROYBAL, Mr. UDALL, and 
Mr. WA~LER): . 

H.R. 41. A bill to provide for the establish­
ment of an American Folklife Center in the 
Library of Congress, and for other purposes; 
to the Committee on House Administration. 

By Mr. ROSENTHAL (for himself, Ms. 
ABZUG, Mr. ADDABBO, Mr. BRODHEAD, 
Mr. BROWN Of Ce.liforn!a, Mr. CARR, 
Ms. COLLINS of lllinois, Mr. CORMAN, 
Mr. DOMINICK V. DANIELS, Mr. DE 
LUGO. Mr. DoWNEY, Mr. DRINAN, Mr. 
ECKHARDT, Mr. EDWARDS of California, 
Mr. FASCELL, Mr. FISH, Mr. FRASD, 
Mr. GILMAN, and Mr. GUDE) : 

H.R. 42. A bill to amend the Federal Food, 
Drug, and Cosmetic Act and the Fair Pack­
aging and Labeling Act and to otherwise re­
quire the labels on foods and food products to 
disclose all of their ingredients and any 
changes in their ingredients, their nutri­
tional content, accurate weight data, stor­
age information, their manufacturers, pack­
ers, and distributors, and their unit prices 
and to provide for uniform product grading 
and prohibit misleading brand names; to the 
Committee on Interstate and Foreign Com­
merce. 

By Mr. HENDERSON: 
H.R. 43. A bill to amend section 1006 of 

title 39, United States Code, relating to the 
eligibility of U.S. Postal Service employees for 
transfer to other positions in the executive 
branch, and for other purposes; to the Com­
mittee on Post Office and Civil Service. 

By Mr. PRICE of lllinois: 
H.R. 44. A btll to provide for disclosures de­

signed to inform the Congress with respect to 
legislative measures, and for other purposes; 
to the Committee on Standards of Official 
Conduct. 

By Mr. LUJAN: 
H.R. 45. A bill relating to lands in the 

Middle Rio Grande Conservancy District, N. 
Mex.; to the Committee on Interior and 
Insular Affairs. 

By Mr. DOMINICK V. DANIELS (for 
hixnself, Mr. EscH, Mr. PEYSER, Mr. 
PERKINS, Mr. QuiE, Mr. GAYDOS, Mr. 
MEEDS, Mr. DENT, Mr. BADILLO, Mr. 
SARASIN, Mr. THOMPSON, Mr. HAW­
KINS, Mr. FORD of Michigan, Ms. 
MINK, Mr. CLAY, Mr. BIAGGI, Mr. LEH­
MAN, Mr. BENITEZ, Mr. RODINO, Mr. 
EILBERG, Mr. HELSTOSKI, Mr. McKIN­
NEY, Mr. METCALFE, Mr. ROSENTHAL, 
and Mr. NIX): 

H.R. 46. A bill to provide for the develop­
ment and implementation of programs for 
youth camp safety; to the Committee on 
Education and Labor. 

By Mr. DOMINICK V. DANIELS (for 
himsel!, Mr. ESCH, Mr. PEYSER, Mrs. 
COLLINS Of Illinois, Mr. SARBANES, 
Mr. JoHNSON of Pennsylvania, Mr. 
RIEGLE, Ms. ABZUG, Mr. DAVIS, Mr. 
REES, Mr. BRowN of California, Mr. 
ANDERSON Of California, Mr. ADDABBO, 
Mr. OTTINGER, Mr. DE LuGo, Mr. 
HOWARD, Mr. TSONGAS, Mr. MILLER of 
California, Mr. SoLARZ, Mr. NOWAK, 
Mrs. MEYNER, Mr. FLORIO, Mr. 
COUGHLIN, Mr. LENT, and Mr. HALL) : 

H.R. 47. A bill to provide for the develop­
ment and implementation of programs for 
youth camp safety; to the Committee on 
Education and Labor. 

By Mr. MELCHER (for himself, Mr. 
ALEXANDER, Mr. ANDREWS of North 
Dakota, Mr. BALDUS, Mr. BAUCUS, Mr. 
BEDELL, Mr. BERGLAND, Mr. DUNCAN 
of Tennessee, Mr. HAWKINS, Mr. 
JoNEs of Tennessee, Mr. LITTON, Mr. 
NOLAN, Mr. OBEY, Mr. RODINO, Mr. 
SEBELIUS, Mr. THONE, and Mr. 
WEAVER) : 

H.R. 48. A bill to provide for the purchase 
of animals and animal food products for use 
in foreign and domestic food relief programs, 
and for other purposes; to the Committee on 
Agriculture. 

By Mr. MELCHER: 
H.R. 49. A bill to authorize the Secretary 

of the Interior to establish on certain public 
lands of the United States national petroleum 
reserves the development of which needs to 
be regulated in a manner consistent with the 
total energy needs of the Nation, and for 
other purposes; to the Committee on Interior 
and Insular Affairs. 

By Mr. HAWKINS (for himself and 
Mr. REuss): 

H.R. 50. A bill to establish a national 
policy and nationwide machinery for guar­
anteeing to all adult Americans able and 
willing to work the availa.b111ty of equal op­
portunities for useful and rewarding employ­
ment; to the Committee on Education and 
Labor. 

By Mr. BENNETT: 
H.R. 51. A bill to amend the Internal 

Revenue Code of 1954 to exclude from gross 
income certain amounts received by mem­
bers of certain firefighting and rescue units; 
to the Committee on Ways and Means. 

By Mr. BENNETT (for himself, Mr. 
BoB WILsoN, Mr. STEIGER of Wiscon­
sin, and Mr. MATSU·NAGA): 

H.R. 52. A bill to amend title 10, United 
States Code, to regulate the issuance of dis­
charge certificates to members of the Armed 
Forces, and for other purposes; to the com­
mittee on Armed Services. 

By Mr. BENNETT: 
H .R. 53. A bill to provide Federal grants 

to assist elementary and secondary schools 
to carry on prograxns to teach the principles 
of ethics and citizenship; to the Committee 
on Education and Labor. 

By Mr. ZABLOCKI: 
H.R. 54. A bill to establish a Joint Com­

mittee on National Security; to the Com­
mittee on Rules. 

By Mr. CHARLES H. WILSON of Cali­
fornia: 

H.R. 55. A bill to amend title 39, United 
States Code, to eliminate certain restrictions 
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on the rights of officers and employees of 
the U.S. Postal Service, and for other pur­
poses; to the Committee on Post Office and 
Civil Service. 

H.R. 56. A bill to amend the Postal Re­
organization Act of 1970, title 39, United 
States Code, to provide for uniformity in 
labor relations; to the Committee on Post 
Office and Civil Service. 

H.R. 57. A bill to establish an arbitration 
board to settle disputes between supervisory 
organizations and the U.S. Postal Service; to 
the Committee on Post Office and Civil 
Service. 

H.R. 58. A bill to amend title 10 of the 
United States Code in order to prohibit the 
exclusion, solely on the basis of sex, of 
women members of the armed forces from 
duty involving combat; to the Committee on 
Armed Services. 

H.R. 59. A bill to prohibit discrimination 
by any party to a federally related mortgage 
transaction on the basis of sex or marital 
status, and to require all parties to any such 
transaction to submit appropriate reports 
thereon for public inspection; to the Com­
mittee on Banking, Currency and Housing. 

By Mr. PERKINS (for himself and Mr. 
HALL): 

H.R. 60. A bill to establish an Executive 
Department to be known as the Department 
of Education and for other purposes; to the 
Committee on Government Operations. 

By Mr. EDWARDS of California: 
H.R. 61. A bill to provide for the security, 

accuracy and confidentiality of criminal jus­
tice information and to protect the privacy 
of individuals to whom such information re­
lates, and for other purposes; to the Com­
mittee on the Judiciary. 

H.R. 62. A bill to protect the constitutional 
rights and privacy of individuals upon whom 
criminal justice information and criminal 
justice intelllgence information have been 
collected and to control the collection and 
dissemination of criminal justice information 
and criminal justice intell1gence informa­
tion and for other purposes; to the Commit­
tee on the Judiciary. 

H.R. 63. A bill to carry out the recommen­
dations of the Presidential Task Force on 
Women's Rights and Responsibilities, and for 
other purposes; to the Committee on the Ju­
diciary. 

By Mr. ANDERSON of California: 
H.R. 64. A bill to amend the Public Health 

Service Act to provide for the screening and 
counseling of Americans with respect to Tay­
Sachs disease; to the Committee on Inter­
state and Foreign Commerce. 

By Mr. CORMAN: 
H.R. 65. A bill to limit the right of a 

State to reduce its supplementation of SSI 
benefits payable under title XVI of the Social 
Security Act as a consequence of Federal in­
creases in such benefits (whether such in­
creases are made under the cost-of-living ad­
justment provisions of such title or other­
wise) , and to prohibit reductions in Federal 
hold-harmless payments to States as a con­
sequence of such increases; to the Committee 
on Ways and Means. 

By Mr. ANDERSON of Californi,a: 
H.R. 66. A blll to discourage the use of 

painful devices in the trapping of animals 
and birds; to the Committee on Merchant 
Marine and Fisheries. 

H.R. 67. A b111 to establish in the State of 
California the Madrona Marsh National Wild­
life Refuge; to the Committee on Merchant 
Marine and Fisheries. 

By Mr. BENNET!': 
H.R. 68. A bill to provide for competitive 

bidding on Federal contracts and federally 
funded contracts; to the Committee on the 
Judiciary. 

H.R. 69. A bill to amend the Internal Reve­
nue Code of 1954 to provide that no indi­
vidual shall pay an income tax of lessthan 
10 percent of his net income which exceeds 

$30,000 for any taxable year; to the Commit­
tee on Ways and Means. 

By Mr. DINGELL (for himself, and 
Mr. FORSYTHE, Mr. BREAUX, Mr. 
WHITEHURST, and Mr. McCLOSKEY): 

H.R. 70. A bill to establish a Federal Zoo 
Accreditation Board in order to insure that 
zoos and other animal display facilities main­
tain minimum standards of care for animal 
inventories, to provide technical and finan­
cial assistance to zoos, and for other pur­
poses; to the Committee on Merchant Marine 
and Fisheries. 

By Mr. ANNUNZIO (for himself, and 
Mr. BIAGGI, Mr. BINGHAM, Mr. BROWN 
of California, Mrs. CHISHOLM, Mr. 
COHEN, Mr. DOMINICK V. DANIELS, 
Mr. DENT, Mr. DERWINSKI, Mr. DIN­
GELL, Mr. EILBERG, Mr. GAYDOS, Mr. 
GILMAN, Mr. HAWKINS, Mr. HEL­
STOSKI, Mr. KEMP, Mr. KLUCZYNSKI, 
Mr. MADDEN, Mr. METCALFE, Mr. 
MOAKLEY, Mr. MORGAN, Mr. MURPHY 
of Illinois, Mr. MURTHA, Mr. NEDZI, 
and Mr. O'BRIEN): 

H.R. 71. A bill to amend title 38, United 
States Code, to provide hospital and medical 
care to certain members of the armed forces 
of nations allied or associated with the United 
States in World War I or World War II; to 
the Committee on Veterans' Affairs. 

By Mr. ANNUNZIO (for himself, Mr. 
PRICE, Mr. RoE, Mr. RosTENKOWSKI, 
Mr. SARBANES, M1'. JAMES V. STANTON, 
Mr. STRATTON, Mr. VANDER VEEN, 
Mr. WALSH, and Mr. ZABLOCKI): 

H.R. 72. A bill to amend title 38, United 
States Code, to provide hospital and medical 
care to certain members of the armed forces 
of nations allied or associated with the United 
States in World War I or World War II; to 
the Committee on Veterans' Affairs. 

By Mr. DOMINICK V. DANIELS: 
H.R. 73. A bill to increase the contribution 

by the Federal Government to the costs of 
employees' group life and health benefits 
insurance; to the Committee on Post Office 
and Civil Service. 

By Mr. DERWINSKI: 
H.R. 74. A blll to authorize the Secretary 

of the Interior to establish national parks 
or national recreation areas in those States 
which presently do not have a national park 
or national recreation area; to the Committee 
on Interior and Insular Affairs. 

By Mr. DINGELL: 
H.R. 75. A bill to amend the National En­

vironmental Policy Act of 1969 to fund and 
establish a nonprofit National Environmental 
Policy Institute, and for other purposes; to 
the Committee on Merchant Marine and 
Fisheries. 

By Mr. FORD of Michigan (for him­
self, Mr. BRADEMAS, Mr. BROWN of 
California, Mr. CLAY, Mr. CoNYERS, 
Mr. DENT, Mr. DIGGS, Mr. DINGELL, 
Mr. DRINAN, Mr. EDWARDS of Califor­
nia, Mr. FRASER, M<r. HARRINGTON, Mr. 
HECHLER of West Virginia, Mr. HEL­
STOSKI, Mr. MEEDS, Mrs. MINK, Mr. 
NEDZI, Mr. STARK, Mr. SEmERLING, 
Mr. THOMPSON, Mr. TRAXLER, Mr. 
VANDER VEEN, and Mr. CHARLES 
H. WILsoN of California.): 

H.R. 76. A bill to amend the Fair Labor 
Standards Act of 1938, to require prenoti­
fication to affected employees and communi­
ties of dislocation of business concerns, to 
provide assistance (including retraining) to 
employees who suffer employment loss 
through the dislocation of business con­
cerns, to business concerns threatened with 
dislocation, and to affected communities, to 
prevent Federal support for unjustified dis­
location, and for other purposes; to the 
Committee on Education and Labor. 

By Mr. THOMPSON: 
H.R. 77. A bill to provide that employees 

of States and political subdivisions thereof 
shall be subject to the provisions of the Na-

tiona! Labor Relations Act; to the Commit­
tee on Education and Labor. 

By Mr. BENNET!': 
H.J. Res. 2. Joint resolution proposing an 

amendment to the Constitution of the 
United States to prohibit compelling at­
tendance in schools other than the one near­
est the residence and to insure equal educa­
tional opportunities for all students wherever 
located; to the Committee on the Judiciary. 

H.J. Res. 3. Joint resolution proposing an 
amendment to the Constitution to provide 
for the direct election of the President a.nd 
the Vice President and to authorize Congress 
to establish procedures relating to the nomi­
nation of Presidential and Vice-Presidential 
candidates; to the Committee on the . Ju­
diciary. 

H.J. Res. 4. Joint resolution to establish 
a Court of Ethics to hear complaints of un­
ethical conduct in Government service; to 
the Committee on the Judiciary. 

By Mr. BAFALIS (for himself and M!'. 
ABDNOR, Mr. ARMSTRONG, Mr. BuR~ 
GENER, Mr. COLLINS of Texas, Mr. 
CONLAN, Mr. CRANE, Mr. DERWINSKI, 
Mr. HALEY, Mr. LoTT, Mr. LUJAN, Mr. 
MANN, Mr. MOORHEAD of California, 
Mr. ROUSSELOT, Mr. ROBINSON, Mr. 
SYMMS, Mr. TREEN, Mr. WALSH, and 
Mr. KETCHUM) : 

H.J. Res. 5. Joint resolution proposing an 
amendment to the Constitution of the United 
States to provide that appropriations made by 
the United States shall not exceed its reve­
nues, except in time of war or national emer-

- gency; and to provide for the systematic 
paying back of the national debt; to the 
Committee on the Judiciary. 

By Mr. FRENZEL: 
H.J. Res. 6. Joint resolution proposing an 

amendment to the Constitution of the United 
States to provide an age limit and a single 
6-year term for the President; to the Com­
mittee on the Judiciary. 

By Mr. DE LA GARZA: 
H.J. Res. 7. Joint resolution proposing an 

amendment to the Constitution of the United 
States to provide an age limit and a single 
6-year term for the President; to the Com­
mittee on the Judiciary. 

H.J. Res. 8. Joint resolution proposing an 
amendment to the Constitution of the United 
States with respect to the offering of prayer 
in public buildings; to the Committee on the 
Judiciary. 

H.J. Res. 9. Joint resolution proposing an 
amendment to the Constitution of the United 
States to provide that appropriations shall 
not exceed revenues of the United States, ex­
cept in time of war or national emergency; to 
the Committee on the Judiciary. 

By Mr. HILLIS: 
H.J. Res. 10. Joint reso,lution proposing an 

amendment to the Constitution of the United 
States with respect to the offering of prayer 
in public buildings; to the Committee on the 
Judiciary. 

By Mr. RANDALL: 
H.J. Res. 11. Joint resolution to amend 

title 5 of the United States Code to provide 
for the designation of the 11th day of No­
vember of each year as Veterans Day; to the 
Committee on Post Office and Civil Service. 

By Mr. GUDE: 
H.J. Res. 12. Joint resolution to amend the 

Constitution to provide for representation of 
the District of Columbia in the Congress; to 
the Committee on the Judiciary. 

H.J. Res. 13. Joint resolution to require the 
Watergate Special Prosecution Force to make 
available to the public a report on all infor­
mation it has concerning Richard M. Nixon 
in ofl'enses against the United States; to the 
Committee on the Judiciary. 

By Mr. HECHLER of West Virginia: 
H.J. Res. 14. Joint resolution to prevent 

surface mining operations on public lands, 
and deep mining in national forests; to the 
Committee on Interior and Insular Aff,airs. 

H.J. Res. 15. Joint resolution proposing an 
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amendment •to the Constitution of the United 
States lowering the age requirements for 
membership in the Houses of Congress; to 
the Committee on the Judiciary. 

By Mr. ROBINSON: 
H.J. Res. 16. Joint resolution proposing an 

amendment to the Constitution relating to 
the continuance in office of judges of the 
Supreme Court and of inferior courts; to the 
Committee on the Judiciary. 

By Mr. SHRIVER: 
H.J. Res. 17. Joint resolution to crea;te a 

select joint committee to conduct an investi­
gation and study into methods of signifi­
cantly simplfying Federal income tax return 
forms; to ·the Committee on Rules. 

By Mr. SMITH of Iowa: 
H.J. Res. 18. Joint resolution proposing an 

amendment to the Constitution of the 
United States relating to the nomination of 
individuals for election to the offices of the 
President and Vice President of the United 
States; to the Committee on the Judiciary. 

By Mr. TREEN (for himself, Mr. CoL­
LINS of Texas, and Mr. MOORE): 

H.J. Res. 19. Joint resolution proposing an 
amendment to the Constitution of the United 
States to provide that appropriations made 
by the United States shall not exceed its 
revenues, except in time of war or national 
emergency; to the Committee on the Judi­
ciary. 

By Mr. YOUNG of Florida: 
H.J. Res. 20. Joint resolution proposing an 

amendment to the Constitution of the United 
States; to the Committee on the Judiciary. 

H.J. Res. 21. Joint resolution to amend 
title 5 of the United States Code to provide 
for the desigp.ation of the 11th day of No­
vember of each year as Veterans Day; to the 
Committee on Post Office and Civil Service. 

By Mr. ULLMAN: 
H.J. Res. 22. Joint resolution proposing 

an amendment to the Constitution of the 
United States regarding the election of the 
President and Vice President and the nom­
ination of candidates for the Presidency; to 
the Committee on the Judiciary. 

By Mr. ROUSSELOT (for himself, Mr. 
McDoNALD of Georgia, and Mr. 
SYMMS): 

EXTENSIONS OF REMARKS 

H.J. Res. 23. Joint resolution proposing 
amendment to the Constitution of the United 
States relative to abolishing personal income, 
estate, and gift taxes and prohibiting the 
U.S. Government from engaging in business 
in competition with its citizens; to the Com­
mittee on the Judiciary. 

By Mr. WAGGONNER: 
H.J. Res. 24. Joint resolution proposing an 

amendment to the Constitution of the 
United States relating to the busing or in­
voluntary assignment of students; to the 
Committee on the Judiciary. 

H.J. Res. 25. Joint resolution proposing an 
amendment to the Constitution of the 
United States with respect to participation in 
voluntary prayer or meditation in public 
buildings; to the Committee on the Judiciary. 

H.J. Res. 26. Joint resolution proposing an 
amendment to the Constitution of the 
United States providing that no public school 
student shall, because of his race, creed, or 
color, be assigned to or required to attend a 
particular school; to the Committee on the 
Judiciary. 

H.J. Res. 27. Joint resolution authorizing 
the President to proclaim the week beginning 
on the last Monday in September each year as 
Youth Appreciation Week; to the Committee 
on Post Office and Civil Service. 

By Mr. YATES: 
H.J. Res. 28. Joint resolution prescribing 

model regulations governing implementation 
of the provisions of the Social Security Act 
relating to the administration of social serv­
ice programs; to the Committee on Ways and 
Means. 

MEMORIALS 

Under clause 4 of rule XXII, memo­
rials were presented and referred as fol­
lows: 

1. By the SPEAKER: Memorial of the Leg­
islature of the Territory of Guam, relative 
to air service by Trans World Airlines to 
Guam; to the Oommittee on Public Works 
.and Transportation. 

2. Also, memorial of the Legislature of the 
Virgin Islands, relative to the application 
of the Internal Revenue Code in the Virgin 
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Islands· to the Committee on Ways and 
Means.' 

PETITIONS. ETC. 
Under clause 1 of rule XXII, petitions 

and papers were laid on the Clerk's desk 
and referred as follows: 

1. By the SPEAKER: Petition of the city 
council of the city of Renton, Wash., rel•ative 
to imposing price, wa.ge and profit controls; 
to the Committee on Banking, Currency, and 
Housing. 

2. Also, petition of Statewide Committees 
Opposing Regional Plan Areas, Powell Butte 
Oreg., relative to the Advisory OOmmissio~ 
on Intergovernmental Relations; to the 
Oommittee on. Government Opera/tions. 

3. Also, petition of the Grand River Band 
of Ottawas Descendents Committee, Muske­
gon, Mich., rela;tive to the plan for the use 
and distrioution of judgment funds award­
ed 1n docket 40-K before the Indian Claims 
Commission; to the COmmittee on Interior 
and Insu1a.r Affa.irs. 

4. Also, petjtion of the Swinomish Tribal 
Community, LaConner, Wash., relative to the 
plan for distribution of judgment funds 
awarded in doc~et No. 294 by the U.S. Court 
of Claims; to the Committee on Interior and 
Insular Affairs. 

5. Also, petition of the New Mexico Phila­
telic Associaltion, Albuquerque, N. Mex., rela­
tive to misleading advertising of philatelic 
supplies; to the Committee on Interstate and 
Foreign Commerce. 

6. Also, petition of Gaymond E. Milligan, 
Houston, Tex., relative to redress of griev­
ances; to •the Committee on the Judiciary. 

7. Also, petition of Clifford Barrister, New 
York, N.Y., relative to redress of grievances; 
to the Committee on the Judiciary. 

8. Also, petition of the annual meeting of 
the Southe.rn Division of the American Fish­
eries Society, White Sulphur Springs, W.Va., 
relative to the Anadromous Fish Conserva­
tion Act; to the Committee on Merchant 
Marine and Fisheries. 

9. Also, petition of the Farmers Co-Opera­
tive Association, Alva, Okla., relative to Fed­
eral estate taxes; to the Committee on Ways 
and Means. 

EXTENSIONS OF REMARKS 
RX FOR CONSUMER PROTECTION 

HON. BENJAMIN S. ROSENTHAL 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Tuesday, January 14, 1975 

Mr. ROSENTHAL. Mr. Speaker, 
American consumers are forced to pay 
over $1 billion annually in unnecessary 
prescription costs because of prohibitions 
on retail drug price advertising, over­
protective patent laws, exorbitant pro­
motionral expenditures by industry, and 
unreasonable markups. 

These are among the findings of an 18-
month study conducted by my staff in 
New York and in Washington. 

Americans are spending some $7 btl­
lion annually on prescription drugs­
about $33 for each man, woman, and 
child-and the evidence is strong that 
they are being overcharged, on the aver­
age, by at least 25 percent. 

One reason for this, we found is a cal­
lous disregard for the financial plight of 
consumers, especially the elderly, on the 
part of drug manufacturers, retail phar­
macists, and State ·pharmacy boards. 

The report also documents the huge 
disparity in the prices for identical pre­
scriptions at different pharmacies in the 
same community. We surveyed over 120 
pharmacies in Queens and in the Wash­
ington, D.C., area to compare retail pre­
scription prices under a variety of condi­
tions .. The survey revealed markups gen­
erally averaged in excess of 200 percent. 
Pricing ·was grossly inconsistent, even 
among stores of the same chain for the 
same prescription. 

Price advertising of drugs, extensively 
used on the wholesale level, is banned on 
the retail level in about two-thirds of the 
States, including New York State. This 
double standard results in a wide dis­
parity of prices for identical drugs, from 
store to store and, in some instances even 
from customer to customer at the same 
store. The drug retailer is able to benefit 
from manufacturers' vigorous price com­
petition, but he denies that same right to 
the consumer. 

To correct some of the glaring abuses 
uncovered by the study, I am introducing 
the following legislation: 

The Prescription Drug Freshness Act 
which requires the open dating of ali 

perishable prescription drugs, showing 
clearly on the dispensed product's label 
the date beyond which the potency is di­
minished or the chemical composition 
altered by age; 

The Prescription Drug Labeling Act 
which requires the labeling and advertis~ 
ing of prescription drugs by their estab­
lished-generic-name and an end to all 
laws prohibiting generic substitution by 
pharmacists; 

The Prescription Drug Price Informa­
tion Act, which would end all State pro­
hibitions on retail prescription drug price 
advertising and require the posting of 
prices for the 100 most commonly pre­
scribed drugs; and 

The Prescription Drug Patent Licens­
ing Act, which would make compulsory 
the licensing of new prescription drugs 
during the 17-year patent period. 

Joining me in sponsoring these bills 
today are: 

LIST OF COSPONSORS 

Bella Abzug, Joseph P. Addabbo, George E. 
Brown, Jr., Cardiss Collins, James Corman, 
Dominick V. Daniels, Ron de Lugo, Thomas 
Downey, Robert Drinan, Bob Eckhardt. 

·Don Edwards, Dante B. Fascell, Benjamin 
Gllman, Ken Hechler, Robert Kastenme1er, 
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